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Mr. J. M. (Mel) Norton: The good news is that you are going to have only two speakers today. I am not going to be one of
them. I am going to tell you a little about each of the three of us, and why we are here. Ian Karp is a representative of the
Committee on Actuarial Evidence and I believe he is still the current chairperson.

Mr. Ian M. Karp: …for eight more days.

Moderator Norton: He will be the chair for eight more days, and then Doug Townsend is going to take over that role. Bob
Thiessen is a representative of the Committee on Consolidated Standards of Practice (CCSOP), and I am a member of the
Committee on the Adoption of Standards of Practice. I am not going to say very much. I am certainly not going to answer
the question as to what it takes to effect this kind of standard, and, in fact, I am not even going to answer the question as
to what is “consensus.” When the Committee on the Adoption of Standards of Practice was asked to find out what consensus
is, their response was, “We don’t have consensus on responding to that.” Bob Thiessen is going to be the first speaker, and
I understand that he will talk for about 35 minutes, and then, Ian Karp promises to take only 15 minutes to conclude.

Before turning this over to Bob, I would like to introduce you to the recorder, Hopland Seto. If you have questions at the end
of the presentations – and we should have some time for that – in fairness to him, please introduce yourself at the microphone
by name, and then ask your question.

The final housekeeping item I have for you is that there are evaluations forms at the back of the room. Please, at the end, fill
out your evaluation form. Thank you very much.

Mr. Robert J. Thiessen: Thanks, Mel. I am going to go over a handout that was left at the front of the room when you walked
in. It is a chart, about three or four pages long. Before I go over that, I would just like to cover a couple of other things that
would explain how we got to these issues in the first place, and that is what I will do right now.

First of all, the most recent version of the Consolidated Standards of Practice (CSOP) is the August 1999 discussion draft,
which does not actually contain any practice-specific standards; it is just the due process and the general standards. I think
it was announced within the discussion draft that the practice-specific standards would be issued when they became available.

So, what are the general standards, compared to the practice-specific standards? The general standards would apply to work
in all practice areas. An actuary would normally seek guidance in the general standards first. The general standards set out a
wide range, whereas, the practice-specific standards could narrow that range when it is desirable. And that is what the pension
standards, the insurance standards, and the actuarial evidence standards would purport to do in the proper situation. So, a normal
function of the practice-specific standards would be to narrow the range of the general standards for a specific practice. In certain
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exceptional situations – and I am not sure how common this is and there may be some people in the audience who are better
equipped to answer this – it is possible for the practice-specific standards to recommend that the actuary do something that
is not within the range of practice in the general standards. We hope that would be rare and temporary. So, it involves something
like the use of a “notwithstanding clause” in the practice-specific standards. As I said, I am not aware if it has occurred in any
practice-specific standards at this time, but it is, I suppose, possible.

So, at this stage, where are we with practice-specific standards, not necessarily with actuarial evidence but with the other ones?
You may be aware that, not too long ago, there were two discussion drafts released. One was for public insurance plans. I believe
that was released on, or about, June 12, and it was asking for responses by August 15. That particular standard would be of
most interest to actuaries in the workers’ compensation area. There is also the discussion draft of practice-specific standards
for pension plans, which was released around the same time, and it also had the same deadline for responses – August 15. A
couple of other discussion drafts to become released in the next five or six months would be the insurance standards and what
we are talking about here today, the actuarial evidence standards.

Incidentally, I noticed that the description of this session said there would be a discussion of, or review of, the discussion draft
for actuarial evidence standards. You noticed, of course, that there is no handout here, and that is because there isn’t one yet.
It is being worked on, and I will explain that in a minute.

So, the insurance discussion draft, as I said, will be done in, perhaps, five months from now, we hope. The actuarial evidence
standards are lagging behind those, most likely due to the fact that they are being treated as new standards. Currently, the
only existing standards under actuarial evidence are the 1988 Recommendations for the Preparations of Actuarial Reports and
the 1993 Marriage Breakdown Standards.

Now, in the process of preparing these standards, the Committee on Consolidated Standards of Practice and then the specific-
practice committee – in this case, the Committee on Actuarial Evidence – have their own little roles. The Committee on
Actuarial Evidence would be responsible solely for the substance of the practice-specific standards. On the other hand, the
Committee on the Consolidated Standards of Practice would be responsible for the wording or the format, just to ensure
consistency of the practice-specific standards. Following that, the Committee on CSOP would be responsible for issuing a new
draft of the practice-specific standards for actuarial evidence.

Recently, in May, the Committee on Actuarial Evidence submitted some comments to be incorporated into a discussion draft
for actuarial evidence. So, the Committee on CSOP has a copy of comments that will be incorporated into a discussion draft.
Once that has been done within the Committee on CSOP, the discussion draft would be passed back to the Committee on
Actuarial Evidence for one more review. Following that, it would be released to actuaries for their comments. That is why we
are expecting it to be about six months, or so, from today.
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Practice Specific CSOP – Actuarial Evidence – Significant Issues 
 

 ISSUE WHERE COMMENTS 
A Currently no “Actuarial Evidence” section. 

Part 2 is currently titled Capitalized Values 
and contains standards for the valuation of 
RPP Transfer Values 

Part 2  • Change title to Actuarial Evidence Practice 
• Would be consistent with other Parts of CSOP 
• AE practice would have ownership and amendment rights similar to other 

practice areas 
• Move RPP Transfer Values to practice-specific standards for Pension Plans 
• Transfer values are not part of Actuarial Evidence 
• Council may want portions of Transfer Values and Marriage Breakdown 

tied together? 
B Should sections within practice-specific 

standards that are similar to other practice-
specific sections be repeated or referenced? 

Practice-
specific 
standards 

• For example, if mortality assumptions for RPP Transfer Value calculations 
and Marriage Breakdown calculations were the same, should they be 
repeated under both Pension and AE standards or should one refer to the 
other section? 

C Can the actuary’s compensation vary 
depending upon the outcome of the 
litigation? 
Should the actuary be required to report 
his/her financial interest in the result of the 
work? 

Section 5.2, 
Financial 
Interest of the 
Actuary 

• It seems there is consensus that the actuary’s financial interest should not 
influence the result of the actuary’s work. 

• However, there are two different roads to travel down.   
The actuary’s compensation for work should not be related to the 
outcome of the matter (e.g. litigation) in connection with which the work 
is done.   
[OR] 
The foregoing does not preclude an arrangement whereby the actuary 
renders an account, but the account is to be paid only if the litigation is 
successful.  Further, the foregoing does not preclude an arrangement 
whereby the actuary initially issues no account, but with the 
understanding that time records are being maintained and an account may 
be rendered later based on time spent, in the event the litigation is 
successful. 

Prepared by Robert J. Thiessen 

Practice Specific CSOP – Actuarial Evidence – Significant Issues 
 

 ISSUE WHERE COMMENTS 
D Should certain benefits be 

excluded from the value of a 
pension if they become 
available after the calculation 
date, for example,  
(a) unreduced early retirement 

benefits,  
(b) increased benefits as a 

result of collective 
bargaining, 

(c) increased benefits as a 
result of plan amendment. 

Section 10.3 
(Marriage 
Breakdown), 
paragraph 11 – 
Subsequent Events  

Is this already covered under Section 5.7 Subsequent Events, paragraphs 3, 15-20?  This 
states The actuary should not so take the subsequent event into account if it makes the entity a 
different entity after the calculation date and a purpose of the work is to report on the entity as it 
was at the calculation date, but the actuary should report that event. 
 
Suggestion offered by AEC: 
• Depending on applicable law, the calculation may include or exclude benefits, which 

become available as of the calculation date. 
 

E Should expectation of future 
benefits be included when 
continued employment is 
assumed? 

Section 10.3, 
paragraphs 19, 20 

If assuming continued employment until retirement age for an earnings-related benefit, 
should salary increases be projected? 
If there is an expectation of non-contractual benefit increases based on continued 
employment, should such increases be allowed for if continued employment is assumed? 
If indexing provided only to deferred vested, should indexing be included in value where 
continued employment until retirement age is assumed? 

F Should the effect of income tax 
on the calculation of a 
capitalized value be optional or 
mandatory? 

Section 10.3, 
paragraph 22 

 

Prepared by Robert J. Thiessen 
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Practice Specific CSOP – Actuarial Evidence – Significant Issues 

 

 ISSUE WHERE COMMENTS 
G General standards have no minimum 

requirements for IURs.  Should they be 
permitted under AE?  What restrictions 
should apply to IURs under AE? 

5.28, Internal User 
Reports (IURs) 

• AE standards could impose that IURs must contain a statement 
that it should not be released to others or used in a court 
proceeding.   

• It must be clearly labeled as an IUR only.  (Practically speaking, 
a lawyer/client would not very likely follow the limited 
disclosure requirements in the IUR, making it an External User 
Report (EUR).)   

• An actuary could prepare a report with any level of detail for a 
client if the report is for the client’s eyes only.  Similarly, if both 
sides jointly retain the report, the report could be considered an 
IUR if it does not go beyond their personal use.   

• However, if the report is likely to be used in court or in 
negotiations with the other side in an adversarial situation, then 
the EUR standards apply. 

H Should the AE standards have provisions 
for abridged reports? 

Section 10.5, Paragraph 
1, Abridged report 

• Cannot have an abridged report that is an EUR. 
• Abridged reports could be deleted and in effect be replaced by 

IURs.   
• IURs must contain a statement that it should not be released to 

others or used in a court proceeding.  
I If an oral IUR is reported to a lawyer, must 

the actuary advise the lawyer that he/she 
cannot repeat what’s been said to the other 
side or to a court?  This would restrict 
ability to compete. 

Oral IUR The possibility of an IUR oral report becoming an EUR is a difficult 
issue.  Similarly with a written IUR report.  (Not so with written IUR 
that points out weaknesses of the other side because lawyer would not 
want to show it to the other side.) 

Prepared by Robert J. Thiessen 
 

CSOP General Standards– Actuarial Evidence Committee– Significant Issues 
 
 

 ISSUE WHERE COMMENTS 
J Staying silent on other side’s 

mistakes. 
Is an engagement appropriate if an 
actuary temporarily withholds 
knowledge of a mistake in the 
report of an actuary engaged by 
the other side, which favours 
his/her side? 

Section 5.1, 
Accepting and 
Continuing an 
Engagement, 
paragraph 9 

This would be an appropriate engagement under CSOP. 
Recommendation is to delete this from the general standards and deal with it in practice 
specific standards.  Then perhaps two different options: 
a) Be silent in AE standards.  This would permit actuary to either comment on mistake 

of another actuary or ignore mistake. OR 
b) State in AE standards that it is permissible to prepare report, where instructed by 

lawyer/client to report only on specific issues in the other actuary’s report that are 
not favourable to the lawyer/client.  Then you could ignore the mistake under the 
assumption that it is favourable to your client. 

K Standards for oral report to 
external user equal standards for 
written report to external user.  Is 
this reasonable? 

Section 5.29, 
Oral Reports 

• There are minimum reporting requirements for External User Reports (EURs), but 
not for Internal User Reports (IURs).   

• 5.29, paragraph 2, states that reporting standards are the same for oral reports as 
written reports.  This has no applicability to IURs, for which there are no minimum 
reporting requirements. It thus applies only to EURs.  Does it make sense to require 
the same standards for oral EURs as written EURs.  It makes oral EURs totally 
impractical, and thus effectively bans them.   

L To what extent does a report with 
reservations meet the standards? 

Section 5.27, 
Paragraph 22, 
Reservations 

• Not acceptable if it allows actuary to prepare biased results.  Saying the report does 
not comply with standards is unacceptable. 

• Reservations are permitted in the general standards where data were sketchy or 
reports are prepared in a great hurry.   

• However, it is understood that the report will follow the standards since every 
written EUR must have the minimum reporting content. 

• Actuary must follow reporting requirements (IUR, EUR).  AE standards should 
include some discussion of what are allowable reservations when reporting. 

M Is the use of “actuarial and non-
actuarial assumptions” appropriate 
and necessary? 

Section 1.19 – 
Actuarial and 
Non-Actuarial 
Assumptions 

• Primary, secondary and tertiary assumptions are one proposed alternative to 
“actuarial and non-actuarial assumptions”. 

Prepared by Robert J. Thiessen 
File: comm9939.doc 
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At this time, I am going to go through this handout, and it is entitled “Actuarial Evidence Significant Issues.” The issues are
not things that I have made up myself. These are issues that I have picked up in the committee, and I hope that my
interpretations are correct. I won’t be giving any answers for anybody who is looking for answers or for what is the right way
to go; I am not going to be giving any of those. I am sure both the Committee on CSOP and the Committee on Actuarial
Evidence would be happy to hear anything you have to say on that. These issues, I should say, are in various stages of the
discussion process. Some are, maybe, closer to being resolved than others, but, nonetheless, I will review each of these issues
as they are ordered here. There is no magic to the order other than the fact that some are grouped for similarity reasons.

First of all, let us just look at “A.” There was a draft released in 1998 that contained what I will call the “actuarial evidence
practice-specific standards.” It was actually titled “Capitalized Values.” It also contained standards for the valuation of a pension
plan, or registered pension plan (RPP) transfer values, as well as marriage breakdown values. So, the comments there would
be, first of all, to change the title to “Actuarial Evidence Practice” from “Capitalized Values,” simply because that would be
consistent with the other practice areas – insurance, pensions, and public insurance plans. The actuarial evidence practice would
then have ownership and amendment rights similar to that of other practice areas. Then, the suggestion is, if that is an actuarial
evidence section, then the RPP transfer value section would be moved out – most logically to the pension plan section – because
the RPP transfer values are not part of actuarial evidence. There is some discussion that many of these sections should be
together for other reasons.

Under “B,” an issue is, should sections within practice-specific standards that are similar to other practice-specific sections be
repeated or referenced? For example, if the marriage breakdown section has a detailed discussion about how you calculate
mortality, and there is a similar discussion in the registered pension plan section about how you calculate mortality using GAM
83, etc., should one just simply reference the other? Is that sufficient, or what kind of criteria would you use there?

Under “C” is, can the actuary’s compensation vary depending on the outcome of litigation? Or should the actuary be required
to report his or her financial interest in the result of work? First of all, it seems that there is some consensus, probably a pretty
good consensus, that the actuary’s financial interest should not influence the result of the actuary’s work. But following that,
there is a couple of ways you could go. First of all, you could say that the actuary’s compensation for work should not be related
to the outcome of the matter in connection with the work that is being done, and so there is no relationship. The other alternative
could be an arrangement whereby the actuary renders an account, but the account is to be paid only if the litigation is successful.
I suppose, you could add that it does not preclude an arrangement whereby the actuary initially issues no account, but with
the understanding that time records are kept, and that, later on, an invoice may be rendered based on the time spent in the
event that the litigation is successful. As I said, I am not going to give you an answer. I am not going to give you my comments
as to where I think you should stand.

Turning to issue “D,” it should be noted that “D” and “E” are somewhat similar. Under “D,” first of all, should certain benefits
be excluded from a pension if they become available after the calculation date? There are some examples given – unreduced
early retirement benefits, increased benefits as a result of collective bargaining, and increased benefits as a result of plan
amendment. Obviously, it is an issue under marriage breakdown standards, and it is, perhaps, something that is more peculiar
to Ontario, on which I can’t speak as an expert. But there is a suggestion offered by the Committee on Actuarial Evidence,
under the comment column, that, depending on applicable law, the calculation may include, or exclude, benefits which become
available as of the calculation date. So, in this case, the benefits listed here may, or may not, be included, depending on the
applicable law.

Under “E” is, should expectation of future benefits be included when continued employment is assumed? Suppose you are
preparing a marriage breakdown report and are assuming retirement at an age when the person is going to meet the “Rule of
85.” So, you have a person who is 40 years old today, and, when they are 55, they will have 85 points and are eligible for an
unreduced pension. Clearly, if you are assuming that they will be eligible for an unreduced pension at 55, in order to do that,
you have to assume continuous, uninterrupted employment to that age. If you are assuming continuous, uninterrupted
employment, then the question is (on the right-hand side), would you include salary increases when you are doing a projection?
Is that reasonable? Or, similarly, is there an expectation of noncontractual benefit increases based on such continued employment?



6

Délibérations de l’Institut Canadien des Actuaires, Vol. XXXI, no 2, juin 2000

NPC – Section sur l’expertise devant les tribunaux (TR #22)

There is a different argument below that: If indexing is provided only to a deferred vested member, and if you have to terminate
to get indexing but you are assuming continued employment to get to age 55, should indexing be included in the value, or
continued employment to retirement age assumed?

Under “F,” there is a fairly simple question. There is discussion in the marriage breakdown standards regarding how income
tax should be calculated. It is that you should use the average tax rate as opposed to the marginal tax rate, for example. The
question could be raised, should the effect of income tax on the calculation of capitalized value be optional or mandatory?

Turning to “G,” under the general standards, there are two types of reports. There are external user reports and internal user
reports. I suppose the range of appropriate reports is wider for an internal user report than for an external user report. How
an external user report would look is clearly laid out in the general standards. An internal user report could, in fact, look exactly
like an external user report, or it could have a lot less in it. The question under actuarial evidence standards becomes a difficult
issue. First of all, actuarial evidence standards could provide that internal user reports must contain the statement that it should
not be released to others, or used in a court proceeding.

The problem here is, let us say that you have a lawyer who calls you up – particularly, perhaps, regarding a marriage breakdown
or whatever the situation is – and asks for a quick calculation on something. You say, “Okay, sure, no problem,” and you do
quick calculations and prepare a report with minimum content. If you treat it as an internal user report, and you say, “Okay,
the value of the pension is $50,000. I did the calculations the same as I did in the Johnson’s report that I gave you last year.
By the way, this is only for you; you can’t use this for court purposes and you can’t show it to the other lawyer on the other
side.” I would view that report as an internal user report. So, it must be clearly labelled as an internal user report, but, practically
speaking, how likely is it that the lawyer or a client would follow the instructions that you write in there – that it is only an
internal user report and should stay that way? If the lawyer turned around and passed it over to the other lawyer on the other
side, then it becomes an external user report.

Under “H” is, should the actuarial evidence standards have provision for abridged reports? Under the current standards, there
is provision for abridged reports, as I understand it. Is that correct, Ian?

Mr. Karp: Under the current standards, yes, there is.

Mr. Thiessen: Okay, and from my recollection, provision for abridged reports relates to benefits on marriage breakdowns when
they are under $25,000. Now, under these standards, you cannot have an abridged report that is an external user report. The
concept of abridged reports could be deleted, and, in effect, they would be replaced by internal user reports. So, you would no
longer have the abridged reports. They would be gone, and, instead, we would have the ability, of course, to have an internal
user report. Once again, an internal user report must contain a statement that it should not be released to others, or used in
a court proceeding.

There is one more item – item “I.” If an oral internal user report is reported to a lawyer, but it is not a written one, must the
actuary advise the lawyer that he or she cannot repeat what is been said to the other side or to a court? So, if I am telling a
lawyer something, will I also have to say that you can’t pass this on to the other side? It seems to me, once that happens,
it becomes an external user report, and I am not sure how practical it is to have an oral external user report.

Item “J” concerns staying silent on the other side’s mistakes. The issue is, is an engagement appropriate if an actuary temporarily
withholds knowledge of a mistake in a report of an actuary engaged by the other side, which favours his or her side? For anybody
who has ever had to review another report of an expert on the other side, what do you do if you find a mistake, not just areas
of weakness, but a mistake that favours your side? What do you do? This would be an appropriate engagement under CSOP,
but there is some suggestion – and I believe it would have come from the Committee on Actuarial Evidence – to delete this
from the general standards and deal with it in practice-specific standards. Then, perhaps, there would be two options within
the actuarial evidence standards. One would simply be to be silent, which, of course, would permit actuaries to either comment
on the mistake, or ignore the mistake, and, basically, do whatever they like. Alternatively, it could, perhaps, be stated in the
actuarial evidence standards that it is permissible to prepare a report when instructed by the lawyer to report only on specific
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issues. So, if there is some specific item in the report prepared by the other actuary that does not look correct, you could instruct
the lawyer by saying, “Well, tell me to prepare a report on A, B, C, and D, and I will comment specifically on A, B, C, and
D.” That way, you can get around the idea of cherry-picking. Cherry-picking is what would happen if you are preparing a report
and you pick only on the things that help your side, and you ignore the things that don’t help your side. There is a subtle
difference there.

 “K” covers standards for oral reporting. We talked about that one already and so I am going to pass that one by for now.

Moving down to “L,” to what extent does a report with reservations meet the standards? Is it okay if a lawyer asks you to
prepare a report using a 12% interest rate when, maybe, 6% would be more reasonable, and then you could say that you used
it? You could prepare the report and say that the interest rate is 12% as instructed by the lawyer. “It is not a reasonable
assumption, but, nonetheless, I have used it.” Reservations are currently permitted in the general standards in situations where
you are preparing a report when there is limited time, or, perhaps, the data is sketchy – it is not very easy to make out. However,
it is understood that the report would follow the standards since every written external user report must have minimal reporting
content.

And, finally – and so I am well within the 35 minutes, leaving lots of time for comments – is the use of actuarial and nonactuarial
assumptions appropriate and necessary? Currently, in the general standards, the terminology used is “actuarial” and “nonactuarial”
assumptions. There are suggestions from different sides. First of all, are those terms even appropriate? “Nonactuarial” has a
bad connotation – what else is there? One suggestion is labelled here on the right-hand side – “primary,” “secondary,” and
“tertiary” assumptions. I know that Ian is probably going to include that in his little discussion, but I won’t get into that. On
the other hand, is it even necessary to have any kind of terminology like that?

These items, “A” to “M,” are what I have drawn out from various discussions that the Committee on Actuarial Evidence has
had, primarily from that source. In most cases, these things have been difficult to resolve, not just amongst the Committee
on Actuarial Evidence, but amongst all actuaries who practice in that area. And we certainly look forward to any comments
you might have on this – whether it is today or at some time in the future, once the discussion draft is released.

Moderator Norton: Thanks, Bob. I think we will not ask questions of Bob now, but we will let Ian speak and then we will take
questions for both of them at the end.

Mr. Karp: Thanks, Mel. First of all, I hope that each of you have the handout, which is about 15 pages, and, on the front page,
it says, “Ian Karp’s Handout for Panel Discussion 22.” Everybody should have that handout; I believe copies are on the table
at the front. There are seven attachments referred to. These are voluminous and we have limited copies available. If anyone
would like copies of any, or all, attachments, please see either me or Hopland Seto at the end of the session. If you are not
able to obtain attachments that you would like today, please leave your business card and a note as to which attachments you
would like, and we will get them e-mailed or otherwise sent to you.

The May 11, 2000, comments of the Committee on Actuarial Evidence, to which Bob alluded, are one of the attachments to
that memo. This memo, itself, is quite a detailed discussion of the actuarial evidence position, and, as Bob mentioned, for the
most part, his presentation has followed that.

Bob quite rightly focussed his presentation on the difficult issues – the ones where we need input. These are the ones where
we are either split down the middle, 50/50, or we have a consensus but it is an uneasy one and we have one or more people
who are strongly opposed, or willing to go along but only very reluctantly. Bob quite rightly focussed on those issues as the
ones where we most need the input. Now, there is a lot that we do agree on and this memo goes into all the issues, both the
ones on which we agree and the ones on which we don’t agree.

I have a quick comment on a late-breaking development from yesterday in the evidence practice to which I want to draw
everyone’s attention, and Bob has alluded to this point, also. As many or most of you are well aware, there has been controversy
over the years as to the extent to which we should be a separate practice area – and we now are. And there has also been
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controversy over whether the marriage breakdown recommendations should be a subset of the transfer value recommendations.
As most of you are aware, the current standards are quite separate. The economic assumptions between the two standards are
the same, but the standards are quite separate. To my disappointment, I learned yesterday that, apparently, at Council, the
issue of whether the transfer value and marriage breakdown recommendations should be split or be together was revisited, and
there was apparently a heated argument on both sides. It has been referred to the Practice Standards Council. I want everyone
to be aware of that because, certainly, my personal view and my understanding of the committee’s view and that of everybody
else in the room who is in evidence practice is that we have as close to a 100% consensus as you could possibly get within
a CIA practice area on that issue. Our view is that it is not acceptable in the least, in our practice area, to have those two
standards put together. So, I just wanted to put in a comment on that situation.

Now, Bob has done a great job of covering the really contentious issues. I was very glad to hear that Bob has been put in charge,
on behalf of the CCSOP, of redrafting the actuarial evidence practice-specific standards. Bob is also a member of the Committee
on Actuarial Evidence and has been a very instrumental member in developing the Committee on Actuarial Evidence’s input
into the CSOP. If being on both committees is a conflict of interest, it is one that is helpful to all concerned and not one that
we have to worry about in CSOP.

My handout, and I hope you each have a copy of it, is the same as the memo that I sent to the actuarial evidence e-mail list
on June 16. In the last couple of weeks, we, at the Committee on Actuarial Evidence, have tried to use this e-mail list to promote
discussion among actuaries interested in actuarial evidence matters. I urge all of you to follow and participate in the discussion
on this e-mail list.

Since Bob has given an excellent overview on the difficult issues, and since my handout also deals with the fuller range of CSOP
issues, I have decided to focus my comments today on what I feel is the single most important aspect of the CSOP. That aspect
deals with the appropriate extent of client influence over the actuary’s work product. It is covered in my handout on pages 5
to 7. I want to mention first that, until yesterday, I was very confident that there was a strong consensus within the Committee
on Actuarial Evidence for my views. My confidence on that score was rattled somewhat yesterday as a result of a conversation
I had with Doug Townsend, my successor as chairperson of the Committee on Actuarial Evidence as of July 1. As a result of
our conversation yesterday, Doug has scheduled a session at our speciality meeting on September 8 and 9, for which I wanted
to get in a plug. It is at the Toronto Airport Hilton Hotel. It is the first Actuarial Evidence Speciality Meeting, September 8
and 9, Friday and Saturday, and I hope as many of you as possible can attend. We are going to discuss the issues that I am
about to discuss today. I will be speaking again, but so will somebody with different views, and there will be a moderator with
a third set of views. I am confident that we can reach consensus in the end, but, for now, I have to say that the extent of consensus
of the Committee on Actuarial Evidence on these issues is not 100% solid.

I agree with the following statement made in 1997 by the then Committee on Actuarial Evidence chairperson, Tom Walker:

“The objectivity definition(s) must be strong enough that the actuary is prevented from changing his or her ‘opinion’ from case
to case, yet not so restrictive that the actuary cannot legitimately present feasible alternatives as required. In all situations,
it is important that the actuary disclose the terms of reference for the assignment.”

Now, the reference to objectivity is not something you are going to find in the current CSOP draft, but it was in the prior draft;
hence, Tom Walker’s reference to it three years ago. I feel very strongly that the current CSOP draft meets this goal. It strikes
the right balance, I believe, between giving actuaries freedom to compete legitimately, and putting limits to prevent actuaries
from competing in, perhaps, a way that is not as appropriate.

Specifically, the actuary is required to do the following under CSOP. When I say “under CSOP,” I guess what I mean is the
current general draft together with our comments on the general draft, and our comments on the practice-specific portion, and
we have to wait and see, as Doug Townsend has stressed. It is as if you have a pension plan and they are making all these
amendments to it. You don’t know what the final plan document looks like until you get the consolidated plan document back,
and we don’t have that yet. As Doug Townsend has stressed, we really need to have a sober second look at it, once we have
a complete document at which we can look. We are going to get there fairly shortly, but we are not yet there.
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So, with that caveat, then, what is required of the actuary under CSOP – at least, under the current proposals?

1. The actuary is required to disclose which assumptions have been selected by the actuary and which have selected by the client.

2. The actuary has to refrain from picking an assumption that is totally outside an actuary’s expertise, such as the annual cost
of care of an injured individual.

3. An actuary must ensure that any assumption that the actuary picks is “down the middle.” (I am being brief. A more detailed
description is in the handout.)

4. Assumptions picked by the client can’t be wildly unreasonable.

5. Letting the client pick “meat and potatoes” assumptions, like mortality assumptions and discount rate assumptions where not
prescribed by law, could be dangerous. Bob’s situation of a client asking for a 12% interest assumption is a good example.

What Is Required
Now, there isn’t a cookbook in CSOP to say “this is within the lines and this is outside the lines” because it comes back to
the definition of an appropriate engagement. That definition, in turn, takes you back to the Rules of Professional Conduct, which,
as you all know, are very general. So, in a sense, there is a certain circularity, and, really, the way I see the CSOP is that it
is the next level. First there are the rules, and the annotations to the rules, and then, there is the CSOP saying, “Okay, here
is a little bit more guidance about how to interpret the rules.” But you are not going to find a cookbook that says, “All right,
7% interest is okay, and 7.5% isn’t.” There are not those kinds of hard and fast rules.

There are assumptions between the two extremes – in other words, assumptions which are not the actuary’s “meat and potatoes,”
like mortality, and are not totally outside the actuary’s area, like the cost of care, but are assumptions in the soft middle. A
good example in a fatality is the allocation of family expenditures among the family members. That could be an actuarial
assumption, an assumption you pick, or an assumption on which you take instructions. It is the same thing with the level of
household services that the deceased provided. You can work that out for yourself based on Statistics Canada’s averages, or
you can take the lawyer’s instruction about what it should be. So, all these assumptions in the soft middle can be picked by
the lawyer, or by the actuary; it doesn’t matter.

Some actuaries will prefer to take a very strict, narrow view, and let the lawyer pick almost all the assumptions that are not
strictly actuarial. Other actuaries prefer to pick as many assumptions as possible and leave as few assumptions as possible in
the realm of client instruction. I think the important point is that the CSOP does accommodate both approaches.

1. Now, let us look at all this a little more closely. Regarding item one, I am going to turn to my handout and read from it for
a minute. The actuary’s report must disclose which assumptions have been selected by the client and which have been selected
by the actuary. That sounds very much like a motherhood statement. In practice, it can be a little trickier, but I wanted to read
at this point a quote from Chief Justice Beverly McLachlin. This is from a speech that she wrote for a lawyers’ group in March
1989, and presented to the March 1989 CIA meeting at Whistler. I don’t know how many of you people were there. (John, you
were there, I know.) She was our luncheon speaker, I remember. Here is what she had to say on some of these issues:

“Care must be taken to ensure the facts – proven and unproven – are distinguished from inferences. In this exercise, the
hypothetical question – an almost forgotten adversarial art – [is] sans pareil. An expert report that lumps facts which the judge
and jury may or may not accept indiscriminately with inferences based on those facts, as though all are worthy of the same
credence, is likely to be tossed out of court on the ground that it is calculated to mislead.”

She also said:

“(W)here the facts and inferences are within the realm of common, properly instructed, understanding, there can be no better
guide [than that] laid down in the early cases ... distinguish between the fact, which must be proved in the ordinary way by
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admissible evidence, and inferences from those facts, which may sometimes call for learned, expert opinion.”

So, if we look at the delineation between client-selected and actuary-selected assumptions, in Judge McLachlin’s terms, facts
equals assumptions selected by the client, and inferences, in Judge McLachlin’s terms, equals assumptions selected by the
actuary, together with the relevant calculations and reporting. Note that Judge McLachlin refers to the possibility of a user of
an actuarial report being misled, and the importance of preventing this. The CIA’s Rule 7 states:

“A member shall not perform professional services when the member has reason to believe that they may be used to mislead
or to violate or evade the law.”

This point reminds me of the famous real estate expression: “location, location, location.” My views on these sorts of issues
can, perhaps, be characterized as: “Rule 7, Rule 7, Rule 7.” I think the key to these issues is ensuring that any possibility of
a user of actuarial work being misled is minimized, if not eliminated. Not everyone may agree, and some people may think
that I take too extreme a view as to when Rule 7 is in danger of being offended, or needs to be kept in mind.

2. With regard to paragraph two, the actuary can’t pick an assumption that is clearly outside the area of actuarial expertise (e.g.,
the annual cost of care required by a quadriplegic). We propose calling them “tertiary” assumptions. I know that hasn’t received
universal favour with the CCSOP, and the important thing, I think, is the concepts that lead to those definitions being suggested,
being retained, in some form. On this particular point, the issue is that, if it is a cost of care matter, it is something that is totally
outside your area of expertise as an actuary. Do not report that you know whether the individual needs home care or a group
home. Don’t go there; it is something that is totally outside your expertise, unless you happen to be a health care specialist
and have studied this in some way. In the ordinary course of events, Rules 3 and 4, which require you to be qualified when you
do work, would preclude you from selecting such an assumption, and we have tried to make that clear.

3. One struggle has been, how is that different – if at all – from reliance on another professional, which is perhaps a more familiar
concept in the life insurance area? I think there are some subtle differences. First of all, for example, it is not unusual in a case
to have two alternative cost of care reports – one for the plaintiff; one for the defendant. And it is not unheard of to have three
reports in the file because the plaintiff’s counsel, for whatever reason, decides that they are going to get a second cost of care
expert. Perhaps the first cost of care expert doesn’t want to testify because they are going out of business and moving out of
the city. Perhaps there is a collection problem between the two of them. It is not unheard of to have two plaintiff’s cost of care
reports and one defendant’s cost of care report. It really is not as simple as it is in the life insurance area where you rely on the
auditor. I know nothing about life insurance practice, but as I understand it, there is only one auditor to choose from.

Another variation in the evidence area would be that a lawyer may send you a cost of care report but say, “I want you to add
these items because I am not happy with the cost of care report,” or “there were omissions.” You might be asked to subtract
certain items, or you might be asked to do the calculation based on a case law precedent. So, there are many variations in the
actuarial evidence area where the reliance on another professional concept has not necessarily carried over to the evidence area,
and this is why we felt that we needed something else besides that to take care of things.

Beyond that, the delineation between assumptions would be secondary assumptions. These would be assumptions that you could
pick, or the client could pick, and there is no problem. Then, there would be primary assumptions for mortality and interest
and you probably don’t want the client picking those. It would just blow your credibility out of the water if you allow that to
be varied by the lawyer’s instructions.

An assumption selected by the actuary must be a best-estimate, unbiased assumption. This means that the actuary cannot vary
the assumption at all by whether the client is acting for the plaintiff or the defendant, and can’t build in a systematic bias in
favour of either the plaintiff or defendant. Basically, what that says is, yes, you might get a bigger answer if you are retained
by the plaintiff and defendant in two very similar cases. That is all quite legitimate, provided that your report clearly delineates
the instructions you have been given by the lawyer (i.e., what assumptions a client has picked). As long as you can trace back
the difference in results to differences in assumptions that the client has picked, there is no problem whatsoever. But if you
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have two parallel cases, and, on the plaintiff’s side, you said one thing and on the defendant’s side, you said another, then you
have a problem.

4. Assumptions picked by the client have to be within the range of reasonable assumptions, but don’t have to be unbiased. The
lawyer can give you instructions, and the lawyer does not have to be unbiased. But that means, it is acceptable as long as the
lawyer is not pushing the envelope too much, is not going to wildly unreasonable ground because there is some judicial concern
that actuaries do not apply unreasonable assumptions. Chief Justice McEachern is now Chief Justice of the B.C. Court of Appeal.
He had somewhat of an extreme view within the judicial community on this, but I will just quickly read a quote from him, from
a 1985 speech to the Vancouver Actuaries Club:

“I think it is essential, if the high regard we all have for actuaries is not to be diluted, for expert witnesses to be models of
objectivity and reasonableness. I suspect many of you have been asked to express opinions based upon specious assumptions.
An example might arise from a case of apparently insignificant seriousness but you are asked to assume that the unfortunate
subject will never work again and that his income in a trade or calling in which he had never worked would be secure and would
escalate over many, many years. It is all very well to say that you are only applying your skills objectively to a set of preselected
assumptions, and you can include all the appropriate disclaimers in your report. But your reputation is at stake whenever you
give such an opinion, and you may think that, if you don’t give it, then someone else will, and so you might as well go ahead.
I suggest that you give careful thought to whether you should associate yourself with such a process. Professional independence
is an invaluable asset and you should exercise it reasonably and responsibly in defence of your reputation. Taking a hike out
of an uncomfortable situation before you are committed is very good for the soul.”

Now, again, I want to stress that his views are somewhat extreme and are not shared by all judges.

So, we then have the primary assumptions where you really should not let the lawyer vary them. If you let the lawyer choose
a mortality assumption, you are really asking for trouble. If other actuaries are asked about that, they are not going to look
very kindly on it. There is really no good reason to let the lawyer pick a mortality assumption.

Again, if assumptions are between the two extremes, the CSOP allows a lot of different views. If there is a case law issue –
for example, a marital breakdown issue like value added versus pro rata, or a pension issue of surplus division, or whether to
allow for salary projection on the wind-up of a pension plan – the whole idea of this primary-secondary-tertiary division is that
some actuaries may want to be very activist about issues that overlap and are both legal and actuarial in the middle. They have
strong views and strong opinions, and they want to put those forward. The CSOP accommodates that. Other actuaries may
say, “Look, I am not really comfortable because this is really a legal issue. You, the lawyer, tell me how you want me to proceed
because I view this as very much a legal issue and I will prepare my report pursuant to that instruction.” The CSOP, again,
accommodates that actuary. So, to come back to the original quote from Tom Walker, it is certainly my view that the CSOP,
as I have defined it, does strike the right balance between allowing us to compete, and, at the same time, putting legitimate,
reasonable limits on what we can and cannot do.

Moderator Norton: Thanks, Ian. We have a little time for questions and I am going to take the opportunity to ask the first
one. I ask of Bob Thiessen, in his role on the Committee on Consolidated Standards of Practice, if it remains the committee’s
role simply to consolidate standards, and to confirm that you are not expected to either add or subtract from that without going
through due process.

Mr. Thiessen: Can you rephrase the question?

Moderator Norton: The only things that you are putting into the next version of the Consolidated Standards of Practice are
current standards. The responsibility is that your committee ensures that you do not, without being offensive, slip in, or
consciously delete, items that are already in our standards.

Mr. Thiessen: Are you are referring to the general standards, or the actuarial evidence standards, or both? Sorry, that is the
only thing I wasn’t very clear on.
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Moderator Norton: Well, one of the biggest problems, I believe, that we had back with the revolt of 1995, was a concern that
the process of consolidation of standards of practice was trying to add new standards, or “slip in” new standards. I thought
that there was a direction that this not happen. So, I am trying to find out whether this is, indeed, your current mandate –
to make certain that all you do is consolidate standards in both general and practice-specific, and not add any new standards
without going through the due process of the Institute.

Mr. Thiessen: My understanding is that it is to consolidate standards. I guess, maybe I should defer to some others more expert
than I am in CSOP. But, certainly, my understanding is that it is to consolidate and not to “slip in” new ones.

Moderator Norton: “Slip in” was probably an overly unfortunate choice of words.

Mr. James G. Paterson: Mel, may I add a word on that? We have about four CCSOP members in the room, and I am on the
CCSOP. Our general rule is to consolidate and not change. We are holding very close to that in all areas, with the one possible
exception of actuarial evidence. You don’t have as complete and comprehensive a set of current standards, I understand, as the
other areas of practice, and the Committee on Actuarial Evidence has asked us to do a number of things. We received about
a 20-page letter, and most of it, I think, Ian will have to tell you about. I think most of it has to do with current standards
and refinements. I think there are more refinements than in the other areas, but there will be due process because all we will
come out with for all of this is a discussion draft. We will not come out with standards.

Moderator Norton: So, will you, as in pensions, Jim, have an actuarial evidence practice-specific section for which you will
go through the discussion and exposure process?

Mr. Paterson: That is right. It will be a full due process on the discussion draft, although we will be heavily guided by the
requests of the Committee on Actuarial Evidence. They are responsible for the substance and we are responsible for making
sure it integrates with the general standards and with the rest of the CSOP.

Moderator Norton: Presumably this includes whatever role the Committee on Adoption of Standards of Practice will play in
the future, and I am not sure I understand that under the new process.

Mr. Paterson: I presume that you will still be there as the gatekeeper and it will not get published without....

Moderator Norton: I am off that committee at the end of the month.

Mr. Paterson: Yes, but the due process for adoption requires a committee other than the Committee on CSOP. The CASP, the
Committee on the Adoption of Standards of Practice, is to be the final gatekeeper to ensure that all of the due process has been
followed before anything is sent to the members.

Mr. Karp: Yes, I think the key difference is that, unlike pensions and life insurance, which have been putting out new standards
all along, it has been our policy, I believe – going back to your chairmanship of the committee, Mel, up to 1996, and then Tom’s
from 1996 to 1998, and then mine – rightly or wrongly, that we are going to make changes to our standards through the CSOP
process. It is partly a manpower issue. We just didn’t feel that we could handle both the CSOP and stand-alone standards in
the short run, and so we said, “Fine, we will participate in the CSOP process fully and we will make changes that we want to
make through that process.” Now, of course, Doug Townsend is going to be handed the baton on July 1 and he will have to
revisit that issue.

Mr. Robert E. Collins: I just want to make two comments. The first is that I can see by looking around the room, it is obvious
that the justice system in Canada has kind of shut down this afternoon. When I see who is here, nobody seems to be off testifying
anywhere!

Mr. Douglas C. Townsend: Murray Segal is.

Mr. Collins: Murray Segal and Tom Walker are, but the rest of the system is down.
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The other is really just a general comment about the standards. There is so much detailed stuff that I think it would take far
too long to go into it today, but I am really concerned that, as we make very detailed standards, we will get into the kind of
situation that I would refer to as an income tax problem. This is where the income tax lawyers change the Act, the accountants
figure out how to get around it, and so they change the Act, and somebody else figures out how to get around it. It is really
just a game, and our clients, after all, are experts at getting around nit-picking rules. If anybody can do it, it is probably the
people in this room and our clients. So, I am really concerned that we may be going the wrong way in trying to make all of
these detailed rules. I would rather see something very short that required honesty, of course; disclosure, naturally; and
mathematical accuracy. But you know, it doesn’t really bother me if somebody else, or I, want to use the “Superman Mortality
Table, or minus 10% interest because I assume that the other side has hired somebody else in this room who is going to point
that out.

Going back to the quote that Ian gave us, the courts will just throw it away if it is garbage, especially if somebody on the other
side points out that it is garbage. So, I wouldn’t try to stop people from doing things; I would just try to make absolutely
sure that you disclose it. And then, count on what is, after all, the adversarial system to make it work.

Mr. Karp: I have two quick comments in response to that, Bob. First, I think the complexity is for the benefit of the actuary
as sort of a “back office” exercise. “Here is some reading for you to read through and help you sort out your problems, but
it is not going to affect the work product.” You are not going to have to list primary, secondary, and tertiary in your report.
Those terms will never appear. At the end of the day, it takes some investment of time to get onto the terminology, but in
the end, I don’t think it is really as complicated as it seems. We hope that we are only going to do this every 10 or 20 years,
but, like any new thing, it requires some rewriting.

Quickly, on your second point, I think there is a lot of validity to it. The court process, the adversarial process, will take care
of people who try to do unreasonable things. But I know from my own experience that, in one instance, what the CIA had to
say about things was relevant – very relevant – to the courts. It did have a large, practical impact because sometimes only
actuaries can understand what the difference is between methods. Standards can help in ruling out certain methods that are
not appropriate.

Mr. Collins: Just to add to that a bit, I think what you are saying, in part, is that it is educational. I don’t think we should
use standards for that. Indeed, I think we end up educating the economists, the accountants, and other people on how to do
things, not ourselves. I think it is very worthwhile to remember that there is an actuary on the other side. And if there isn’t,
and it is a serious actuarial matter, it is almost like the person is his own actuary. You sort of say that they pretty much deserve
what they get. That may sound cruel, but I think it is realistic in a justice system that is based on an adversarial system.

I expect that, when I write my report, Mel, or you, or somebody is going to read it who actually knows what he or she is doing.
The actuary will say, “You know, Collins is way off base here.” If they just look at it and they don’t have somebody read it
who is knowledgeable, then all the rules in the world aren’t going to help them.

Mr. Ian E. Baker: I just have a quick comment for Bob on point C about actuarial compensation. I see no problem at all with
contingency compensation for actuaries. Some people might disagree.

Moderator Norton: You have it anyway, don’t you? If they don’t like it, then they don’t pay you and you can’t do very much
about it. You have no choice.

Mr. Baker: Well, I think the option is that, when you have a personal payer, you get money up front in the mail. Only trust
the lawyer, and then you can always….

Moderator Norton: Well, well, wait a minute.

Mr. Baker: Give credit up front to the lawyer. You can always sue them in small claims court via the Law Society, and they
will generally pay up. I had to do it; I know.
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Mr. Thomas P. Schinbein: I believe the role of the actuary in the adversarial tort system is to value scenarios. I don’t think
that our standard should be a complex document that tries to rule out certain scenarios. I believe we should make more use
of educational notes if we want to say that this type of scenario stinks from an actuarial perspective, or this one is a nice,
reasonable one.

If I just look at your comments, Ian, some people do, as children, grow up and get Masters degrees; some children grow up
and get grade six. I am not the one who is going to say that that is out of line or not. I believe we should make use of educational
notes. We have to keep our standard simple. Twice I have filed a complete standard as a trial exhibit. I don’t want to have to
explain tertiary assumptions and secondary assumptions; I don’t want to have to explain complex terms. If you want to put
those in educational notes, which are non-binding – something that the discipline committee can ignore in disciplining an
actuary – that is fine with me. Educational notes are not binding standards; they can explore the new frontiers as we go along.
We don’t have the answers, as actuaries, as to who is going to get a Masters degree and who isn’t. So, why would it be
unreasonable? You don’t know that; I don’t know that. Our educational note process can explore all this.

So, the consolidated standards should take the existing standard, beat it into shape to match the language of the consolidated
standards, and should go no farther. Educational notes should take that process until we build our practice area, and nobody
is going to get disciplined because of it.

Mr. Karp: I don’t think the divisions between what Tom has said and what the standards said are really that large. In the grade
six and the Masters degree example, which I picked and to which Tom alluded, I was trying to pick an assumption that was
so unreasonable that it is clearly unreasonable. But, as I said earlier, it is all left according to the Rules of Professional Conduct.
So, there isn’t a prescription, and it is complex in the sense that you have to spend the time to understand the terminology
and understand what is being said. I don’t necessarily accept that the stuff which is going to be out there is really that complex.

Mr. Schinbein: Again, just to comment, Ian, I have filed the standards at trial. It is complex for the judge – the way it is right
now. It is complex for the lawyers and for the juries. So, don’t go and add a bunch of terms in there. Keep it simple, and if
you want to get complex, go to the educational notes.

Moderator Norton: Tom, as a supplement, you said that you filed a standard twice? What standard did you file?

Mr. Schinbein: I filed the Standards of Practice on Actuarial Evidence at trial.

Moderator Norton: You mean, the 1988 paper?

Mr. Schinbein: No, no, I mean our current standard – yes, dated September 1988. Isn’t that the date?

Moderator Norton: Yes, that is the latest. That is the most current.

Mr. Schinbein: Well, I was confused by the session description. It said we were going to discuss the current standard. I thought
that was it.

Moderator Norton: Well, that is the current standard. You are absolutely right.

Mr. Schinbein: So, don’t go any more complex.

Mr. Thomas D. Levy: I would just like to comment on that thought. It really doesn’t go to the standards but to Bob Collins’
comment. In these situations, particularly the marital breakdown one, it seems to me that we start with an assumption that
isn’t true. The assumption is that the parties have the resources to pay us to do the job well. The president of an international
union said to me, not so long ago, “Why don’t you just do a calculation for these folks for free. Just give them something.
Yeah, we know it doesn’t stand up in court, but they need something. All they have is the pension and the trailer – that is the
total of their resources.” To go out and say, “Everybody hire an actuary and fight it out,” is just not realistic to these people.
In fact, these cases are almost entirely settled; they don’t get litigated when those are the available resources.
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It is very nice to say that we ought to do an A-1, high-class job every time. We can give all the qualifications we want, but
the fact is, if a member of this body puts out a letter that has lots of qualifications, and says it can’t be used for trial, and says
the value of the pension is $150,000, that is going to be the beginning and end of the discussion. That is the reality.

Sure, we ought to try to do the best job, but if we set standards that mean that the people who need our help the most can’t
get it, we haven’t done anybody a favour.

Moderator Norton: I am going to let others comment on that, too, but I am going to say this. For one thing, in many cases
when you have a multi-employer pension plan – which I believe is what you are alluding to – there is nothing to prevent the
plan from providing an actuarial report that complies with the standard of practice. In fact, if you look at it, you can probably
provide that report on a cookie cutter basis for everybody at a cost that is not materially larger than the cost would be to provide
the data to the lawyer, or to the actuary who is asking for information. So, if you are looking to do the thing on a cost-effective
basis, there is nothing to prevent it from being done in that fashion and it doesn’t cost anybody an appreciable amount of money.
There are a number of plans that have chosen to do that.

Mr. Karp: We have tried very hard to wrestle with that. Also, you can do telephone reports. That has worked well for me. Again,
try and get retained by both sides. We have tried to work on that in the CSOP, and, you know, keep it as brief as possible.
We were talking about it at the committee meeting yesterday. It is a problem that you are never going to solve 100%, but
we have tried to solve the problem to some extent within the standards.

Mr. Townsend: My name is being used so often, I feel I have to stand up and say something for myself, particularly when you
have four members of the CCSOP here, and expecting great things after I take over on July 1. I think I am going to pick up
on the issues that Mel raised. It wasn’t the one I was originally planning on, but I think it is a good segue into what I did want
to say.

In the civil litigation area, we really don’t have any standards of practice. We didn’t have any until, all of a sudden, the first
draft of the general standards came out defining bias. It basically said that, if you are working in any area of actuarial practice,
the answer is the same whether you are working for the plaintiff or the defendant, end of story. I think that statement, more
than anything else, caused us to say, no, that is not really how life works in the civil litigation area. We had better get to work
in drafting some area-specific standards on that.

So, to that extent, Mel, I think we are doing something ab initio in that particular area of practice. We haven’t had them before
and we are starting over from scratch. Even after seven, eight, or nine years of working on the CSOP, we are still wrestling
with this same issue. To what extent should an actuary in a civil litigation matter be completely unbiased, whether he or she
is working for the plaintiff or defendant, and to what extent does he or she have to recognize that this is an adversarial system?
We shouldn’t be doing something so artificial as saying, “Well, I will do whatever you tell me to do, Mr. Plaintiff’s Lawyer,
and I will do whatever you tell me to do, Mr. Defendant’s Lawyer.” We will end up with such ridiculously wide ranges of numbers,
the court will consider us both to be damn fools.

I have a strong disagreement with Ian on his idea that we should do whatever we want, provided that we have the lawyer’s
instructions to do it. That is a cop-out in my opinion. It is a sham. I feel the courts have decided that we are competent to
give expert opinion on economic matters, and, therefore, I think we have an obligation to the court to work up the numbers
ourselves, and express an opinion on those numbers. Even if that number, that opinion, might be slightly higher if I am working
for the plaintiff than for the defendant, within a narrow range of practice, I think that is preferable to the idea of saying, “Well,
you tell me what number you want me to use.”

If I do two days worth of work to determine that a person’s income, in the absence of the accident, would have been somewhere
in the $40,000 to $50,000 range, I have no hesitation whatsoever for taking credit – or taking blame, I guess – for using a
$50,000 number in my report. It would be followed by two pages of explanation of how I got there. And $50,000 if I am a
plaintiff and $40,000 if I am a defendant doesn’t bother me either. Again, that is provided that I fully disclose how I arrived
at those numbers.
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What does concern me is when the plaintiff’s lawyer tells me to use $100,000. I am not going to use the $100,000 and just
blame it on him. I think that is unreasonable. I think we still have a lot of work to do in that area, and I think it is going to
command a lot of our attention in the committee over the next few months. I am standing up here to invite all sorts of comments
on that issue from people inside and outside the practice area because our reputation as a profession is up for grabs on this
one.

Moderator Norton: Thanks, Doug. We will take Tom’s question, and then, because we are already over time, one more person
who hasn’t spoken can have an opportunity to go to the microphone. So, you will make either the ultimate or the penultimate
comment.

Mr. Schinbein: Ah, the ultimate thing in evidence. What I wanted to say is, I don’t believe that our new evidence standard should
have a no-fault aspect to the commentary that goes into it. It is an adversarial system and I don’t think we should take a no-
fault approach to any comments we put in our stuff.

Finally, regarding the concept of what is unreasonable, it might be unreasonable today, Doug, and reasonable tomorrow. We
have to be very cautious about the concept of what is reasonable and unreasonable, and so I would recommend that we explore
most of these issues through the educational note process.

Mr. Karp: I have just a quick response to Doug. I agree with Doug that there can be artificiality in saying “at your instruction”
in the client selection of assumptions where you are dealing with a lawyer who says, “Look, Ian, I don’t really know this area.
I am relying on you and whatever you say, Ian.” Then, you have a phone call and say, “Look, Mr. Lawyer, these are my
recommendations,” and he says “yes” to everything you say, and you write in your report, “at your instruction.” Is that artificial,
as Doug says? Yes, it is. I have wrestled with it, but it is the least of the evils, as far as I am concerned. I have given a lot
of thought to it, and it is the best solution that I have been able to come up with.

Moderator Norton: I guess Jim Paterson hasn’t really spoken yet. Sir?

Mr. Paterson: Well, a couple of you guys have been commenting on educational notes, and I can tell you that we are as keen
as can be about keeping the material in the CSOP to the essential stuff and having more educational notes. We have a problem,
though. There are no educational notes in existence in a lot of these cases. So, where there are none, we may initially err slightly
on the side of putting in more than we really want to have in there. But we don’t want to; it is a judgment call.

There are also two levels in the CSOP of which you should be aware. There is the italicized text, which is the actual standards,
and then the Roman text, which amplifies the standards and sometimes gives examples and such. I would venture to say that
the italics’ part comprises less than a quarter, probably about 15% of the material. The onus on the actuary to comply is much
stronger on the italicized stuff, which really sets out the key principles. The other stuff allows a little more room for judgment
for the actuary to operate.

Moderator Norton: Tom, I think we found a way to get rid of five sixths of it. I would like to thank the audience for attending,
and I would like to thank the audience for participating. I would like particularly to thank Hopland for his role, which has now
only just begun. I would certainly like to thank Ian and Bob for the work that they put in, and I remind you of the housekeeping
item: Would you please fill out your evaluation sheets? Thank you.


