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 Up to Code  JOHN T. STOKESBURY

Controlling Communications

SO, THERE I WAS. I remember it like it was yesterday. I was reading 

my prior year memo to get up to speed for this year’s project. And one 

sentence caught my attention. I kept reading it over and over again. 

Something tickled the back of my brain. 

And then I remembered. 
The sentence said the assumption was “not 

unreasonable.” But that wasn’t what I had written. 
I clearly recalled the issue now; I had spent days 
struggling with the topic and finally concluded 
that the assumption was “unreasonable.” 

What happened?
It took some research, but I got to the 

bottom of the matter. A junior staffer had 
inserted the word “not” in that sentence after 
I had delivered my memo. He had thought 
that subsequent discussions had resolved the 
question, and rather than circling back to 
me, he simply “updated” my memo. 

After cleaning up the documentation, 
I did some thinking about what I could 
have done differently to prevent—or at 
least reduce the likelihood of—a similar 
occurrence in the future. So, I dusted off my 
copy of our Code of Professional Conduct 
and read Precept 8:

Control of Work Product
PRECEPT 8. An Actuary who performs 
Actuarial Services shall take reasonable 
steps to ensure that such services are not 
used to mislead other parties. 

ANNOTATION 8-1. An Actuarial 
Communication prepared by an Actuary 
may be used by another party in a way 
that may influence the actions of a third 
party. The Actuary should recognize the 
risks of misquotation, misinterpreta-
tion, or other misuse of the Actuarial 
Communication and should therefore 
take reasonable steps to present the 
Actuarial Communication clearly and 
fairly and to include, as appropriate, 
limitations on the distribution and utili-
zation of the Actuarial Communication.

What would have been a “reasonable 
step” I could have taken in this situation? 

A first step would be to reach agreement 
that any updates to my memo would need 
to be cleared by me. While reasonable, that 
didn’t seem to be enough for me. In this case, 
using a password or some other protection 
to prevent someone else from updating my 
memo seemed like a better solution. 

And then I got thinking. What are other 
situations where a reader might be misled 
by (or simply misinterpret) an Actuarial 
Communication—and what are reasonable 
steps an Actuary can take to mitigate that 
risk? I came up with some plausible situa-
tions—certainly not an exhaustive list—and 
approaches that I might consider to mitigate 
the risk. (Of course, other actuaries might 
well come up with other reasonable steps to 
address these or similar situations.)

One situation that I can imagine is a 
Principal[1] sharing only extracts and piec-
es of an Actuarial Communication. This 
situation could be perfectly innocent—for 
example, distributing summary sections in 
order not to overwhelm an audience—or less 
innocent—for example, providing only those 
examples that favor the Principal’s point 
of view. In any case, there is a risk that the 
subsequent audience would not appreciate 
the full extent and context of the Actuarial 
Communication and would be misinformed 
or misled. At a minimum, the audience 
would be at risk of making a decision with 
less-than-complete information. 

For me, I can see a couple of approaches 
to mitigate this risk. One, the Actuary could 
proactively inform the Principal that only the 
complete Actuarial Communication could 
be shared with others. Or, that the Actuary 
would be entitled to review (and approve) 
any summary or extraction of the Actuarial 
Communication before it is shared. Or per-
haps place a footer on each page alerting the 
reader that the entire document is needed 
to have proper context.

Another situation could arise in which 
the Principal is not happy with a recommen-
dation made by the Actuary or the results of 
some actuarial analysis. In this situation, the 
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Actuary and the Principal are not in perfect 
alignment. Certainly, there is often room for 
different points of view and different interpre-
tations of data. And the Principal’s view might 
well be reasonable—but it is different from 
the Actuary’s view. As Actuarial Standard of 
Practice No. 41, Actuarial Communications, 
discusses in Section 3.4.4, unless the Principal’s 
view significantly conflicts with the Actuary’s 
view, the Actuary may not have a disclosure 
requirement. 

However, I think Precept 8 is a little more 
subtle—is there a risk that another party might 
be misled if the Actuary does not take some 
action? In other words, is there a risk of omis-
sion? For example, consider the situation where 
the Actuary provides the Principal with an 

analysis that supports a particular assumption. 
The Principal has access to other analyses and 
considers those in the ultimate selection of the 
assumption (which may not be consistent with 
the Actuary’s analysis). Would it be misleading 
for the Actuary to write that the Principal 
considered the actuarial analysis, and leave it 
at that? Or would it be better for the Actuary 
to mention that the Principal considered the 
actuarial analysis as well as other information? 
How much detail would the Actuary want to 
provide regarding the “other information”? 
Would the Actuary want to provide any as-
sessment of the “other information” and how 
it might support or conflict with the actuarial 
analysis? How much is enough? How much 
is too much? 

And then I got thinking. What are other situations where a 

reader might be misled by (or simply misinterpret) an Actuarial 

Communication—and what are reasonable steps an Actuary  

can take to mitigate that risk?
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In this situation, the sophistication of the po-
tential “other parties” may be a factor to consider. 
For example, if the Principal is expected to share 
the Actuarial Communication only with senior 
management or within the C-suite, and there have 
been other recent Actuarial Communications 
to provide context, then the Actuary may con-
clude that little or no additional information/
discussion is appropriate. On the other hand, if 
the Actuarial Communication has the potential 
to be shared more broadly within the Principal’s 
organization—or even with the public at large—
then the Actuary may conclude that additional 
discussion or information is warranted.

And certainly there is no one right answer; 
the Actuary would need to consider the specific 
facts and circumstances. In fact, the Principal 
might be very sensitive to any hint of differ-
ing points of view and extensive discussion 
that might highlight an issue. Nonetheless, our 
Code of Professional Conduct requires that 
the Actuary be aware of the potential for an 
Actuarial Communication to be used to mislead 
others—and to take reasonable steps to address 
that risk. 
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Endnote
[1] Cf. ASOP No. 1, Introductory Actuarial 

Standard of Practice, section 2.8. Principal—
“A client or employer of the actuary.”




