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One - Introduction

This Actuarial Quality Framework is designed to support effective
communication between actuaries, their principal clients and employers
such as senior management and members of governing and review bodies,
other professionals such as lawyers and accountants, end-users and their
representatives, policymakers and regulators.

The Framework was first issued in January 2009 following consultation
on the FRC’s discussion paper, Promoting actuarial quality, issued in May
2008, and it has now been revised in the light of further comments. The
Framework is intended to be complementary to professional and other
regulation affecting actuaries and those who rely on their work. It aims to
promote the following drivers of actuarial quality:

* Methods: Reliability and usefulness of actuarial methods
e Communication: Communication of actuarial information and advice
e Actuaries: Technical skills of actuaries and

Ethics and professionalism of actuaries
e Environment: Working environment for actuaries and
Other factors outside the control of actuaries

Commentators on the initial version supported this structure, and we have
updated the detailed indicators in line with the FRC’s latest thinking on these
issues. The main change - in the area of technical skills of actuaries - reflects
the importance we attach to the competence of actuaries, and the need for
clarity about the technical skills which users can expect them to have.

The FRC hopes that the Framework will assist:

® Actuaries - in seeking to provide high quality actuarial work for the
benefit of users;

¢ Direct clients and employers, as well as their representatives and
advisers — in evaluating the quality of actuarial information and advice
and making appropriate decisions based on it;

e All stakeholders including end-users and their representatives — in
evaluating the effectiveness with which actuarial quality is being
promoted and achieved on their behalf; and

® Regulators, including professional bodies — in undertaking and reporting
on their regulation of actuaries and the entities they inform and advise.
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The users of actuarial work potentially include all these groups, including
consumers (or end-users) who are affected by actuarial advice, such as
investors, policyholders and pension scheme members, employees and
beneficiaries, and rely on others to assess the quality of actuarial information
and advice on their behalf.

For convenience, the Framework adopts the term “user” to refer to the
generality of these groups, and more specific descriptions such as ‘client’
(external) or ‘employer’ (internal) refer to a narrower class of user.

Actuaries advise and assist their clients or employers in relation to:

e Customer transactions - between clients or employers and their customers,
such as pricing investments and risks, benefits and product development;

¢ Financial management of clients” or employers’ operations - investment
strategy, risk management, planning and analysing performance;

® Reporting - to other users including regulators on aspects of the financial
performance, prospects and condition of entities; and

* Ancillary matters relating to these activities — such as audit, expert
witness and insolvency work, and where the main financial institution is
a third party.

References to ‘actuaries’ include all individuals who provide such advice,
whether to clients or employers, including qualified members of the Institute
and Faculty of Actuaries and others who hold themselves out as providing
actuarial services.

The drivers need to be considered together and in context, since it is the
application of actuarial judgment in respect of aspects of an assignment, and
the assignment as a whole, which will impact decisively on the quality of the
end-product. Equally, the overall quality of actuarial judgment is difficult

to evaluate directly, so that the drivers provide a framework for identifying
specific indicators of actuarial quality.

The Actuarial Quality Framework is supported by other publications,
including statements, standards, guidance and discussion papers issued by
the FRC and its operating bodies. These are available on its website at

www.frc.org.uk.
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Three - Contact details

The FRC recognises that actuarial quality is a dynamic concept and that
the drivers and indicators of actuarial quality may change over time. We
will therefore update this Framework periodically in the light of comments
received. The first such review took place in spring 2010, based on
comments received by 31 December 2009.

We welcome comments on this Framework. Although we are not carrying
out a formal consultation, these will be regarded as being on the public
record unless confidentiality is expressly requested.

Comments should be sent to:

E-mail: actuarialquality@frc.org.uk

Or write to:

Emily Brown

Financial Reporting Council
5th Floor Aldwych House
71-91 Aldwych

London WC2B 4HN

For general information about the work of the FRC, please see our website
at: www.frc.org.uk

For any further enquiries, please contact: enquiries@frc.org.uk
Or write to us at:

Enquiries

Financial Reporting Council
5th Floor, Aldwych House
71-91 Aldwych

London WC2B 4HN
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