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Plenary Session #31: Restructuring

Séance plénière #31 : La restructuration

Moderator / Animateur: Stuart F. Wason

Speaker / Conférencier: Randall J. Dutka

Moderator Stuart F. Wason ...(recording commences here)... answer further your more detailed questions on the
implementation of CIA restructuring and, Randy, you have your presentation from yesterday and a few more as well.
It is a back-and-forth to answer your questions as well. So, Randy, over to you.

Speaker Randall J. Dutka: On behalf of all of the pension people, I would really like to thank you for that great
presentation.

...(laughter)...

So, I would like to recommend that, next year, we have some more translation devices that go from insurance to pensions
so that we can at least get something out of this stuff.

But I am sure that what he is looking for is an actuary to be in charge of creating more acronyms, right? Is that it?

It is pretty hard not to make this look like yesterday’s presentation because it is yesterday’ presentation so, except that
the date is there, and yesterday it was not.

I am going to go through this very fast just so that it does not sound too much like yesterday’s presentation. There are
a few extra slides in here and I will stop and you can read them.

(slides unavailable)

The purpose of yesterday was to just give some background, prior to the vote to change the bylaws, and today’s objective
is to give you a chance to have any input into this, if you wish. This is the time to raise your concerns or support for
this or anything else that you would like to raise at this time as, I guess, input and advice to the new Board going forward.

If you have any specific questions about bylaws, we have Tina Hobday here, our lifelong expert in CIA bylaws.

This is our mandate. Review the structure, get more involvement, look at other professional bodies.

Big issues, again, a real key thing is getting the Council – now the Board – to focus on strategy, and I do believe that
this is going to be a really big challenge. It is very tough to give up a lot of these things that they do, but, in future,
our new Board is going to have to be very focussed on policy and broad direction. I think that we heard that yesterday,
at lunchtime, that they are going to have some challenges. The committees, a lot of complaints about how fast we are
getting things done and, finally, we want to get the Secretariat to play a greater role.

Our big recommendations: To reorganize the Board, create councils, give a bigger role to staff. I guess that the point that
I would like to make today, that I did not spend too much time on yesterday, is that a lot of our recommendations were
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not just to change the organization. Changing the organization of any group is just not going to do it by itself. The
way that we do business and the way that we work is going to have to change and what we are going to want from
every committee and from every council and from the Board is much more management by objectives, if you like, much
more specific performance management . What are you going to do in the next year? How are you going to get it done?
Then, somehow, they are going to have to be evaluated, and that goes for the directors, as well. So we are going to have
far more emphasis on performance.

Now, you did not see these next few slides yesterday. It is very actuarial. It was all symbolic. This is how we have decided
to go ahead and we organized everything, but we will go through it here just so that you will get some sense of exactly
what is happening.

We put names to these and you will see that, although the objective is to have four officers: our Vice-President, President,
Immediate Past President and Secretary-Treasurer, and 12 Directors. We are going to have a transition there fairly slowly,
maybe not slowly, but over a few years, essentially to guarantee that anybody who is elected now will serve their full
term. So our 12 councillors will become directors and serve their terms for the next three years. The vice-presidency is
five years, instead of six, because Luc has generously agreed to continue to serve as Secretary-Treasurer for the next year,
so he has that job and then the presidents that we have elected.

In the next year, we will have a new Vice-President. Now, if you were really into this stuff and you saw the bylaws,
the first set of bylaws that went out assumed that the Board would be appointing a president and what we have done
there is that we had to cut back some of the functions or the powers of the Vice-President because that person was not
necessarily going to be the President. But, now, the Vice-President is going to become the President so he or she has
exactly the same powers as the President-elect. Nothing has changed in that way.

Next year will be the first year that we will elect a Secretary-Treasurer for a two-year term, and, in addition, we will elect
four new directors to serve a three-year term. Everybody else will just finish their terms.

In 2002 and 2003, we will still have four councillors left over and the rest will be directors, and then going forward
we will have our 12 Directors and our elected people. So the transition is going to take until the end of 2003 and, in
2004, that whole process will look exactly like the bylaws said that they would.

Again, the councils will have the power and the idea, of course, is that the Board is not going to spend all of its time
debating the little bits and pieces of every professional standard or anything else. It is the councils that are going to have
the power. These are very important positions and we have to treat that very seriously. This is not meant to be just another
layer of management. This is where the power is going to lie. Now, the Board, of course, will be providing direction.
The bylaws provide a number of rules that the councils have to abide by and so on so that there are checks and balances,
but the councils are going to have a lot of the power in implementing some of the more serious stuff that we do.

Six to 12 members, we felt initially that 12 members would be the maximum for any council. It has to be a working
unit, but we did not feel that every one of them had to be 12, that in the first year, for example, it might be important
that the councils be fully staffed up to 12, but maybe, as things settle down, some of them could be as few as six people.

Our initial recommendation was for four Board members, but we changed that to two, and the purpose of that is that
it is important that the Board has some connection with the councils. So the Board members who are assigned to the
Council will report back and keep in touch. Now, in the first year, there might be more than two and the purpose of
that is to just help to get things going because, in the first instance, there is just going to be a lot of work and it might
just be useful to have more experienced people, people who have experience on Council, get involved in the new
councils.

The Board still has the power to create another council, if that is necessary. They can still do their own committees and
task forces, but, in this initial allocation of task forces and committees and sub-committees and liaisons and everything
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else that we have, I think that we counted 80 bodies, 80 units, within the CIA. Now, some of them are one-person units,
like liaisons, but there are 80 overall so a very important part of this exercise has to be to rationalize all of them, rationalize,
consolidate and become more efficient.

The councils are selected and I assume that it will be very much like we currently do it. The chair will put forward
names, working with the Board, create a council, get Board approval and, besides being competent and willing and able
to be on that council then they have to look at the membership to make sure that it has the right kind of representation
for whatever that council’s function is.

We decided to have Past Presidents. This is a decision that we made and you guys passed it. I think that all of the Past
Presidents were waving wildly yesterday when we voted on these bylaws, but it turned out that the Past Presidents have
never run for any office and we felt that they had done their duty and they could still do stuff for the Institute, but
they cannot run for an office. Again, the Vice-President will serve for three years, the Vice-President, President and IPP,
the Secretary-Treasurer for two years.

Professional Conduct still reports to the Board. That is not going through a council. These things are, obviously, very
confidential, at a very high level, so the Board will still maintain involvement with very high-level, professional conduct
issues.

Then again, about half of the report does not really relate to the bylaw changes at all. It has to do with how we are
going to run in the future. How the Executive Director’s functions are going to be redefined and what is going to happen
with the next Board, which will be one of the major agenda items for the new Board, as it meets in July and for the
first few meetings. I am sure, it will be very busy.

Now, in the committee report, we did do an allocation of committees to councils, which is later on and I will go through
that briefly. We did it just to go through the exercise because it was pretty useful, but it by no means is definitive.

So what is happening now is that, on Tuesday afternoon, there was a planning session. We went through the beginnings
of allocating committees and task forces and so on to the councils. We began to look at the responsibilities of the Board
vis-à-vis the councils vis-à-vis their committees, and so on. So the process is started.

We would like the allocations to be done fairly soon, but what is going to have to happen is that, by the end of the
year, all of the councils are going to have to have a much clearer definition of their mandates so the councils, when
they were formed, one of the first parts of their meeting was to read the bylaws which describe, to some extent, what
we expect of them, but also, they flesh out their mandate for the going forward and what they intend to do over the
next year. By April, they should have very firm plans for going forward and, hopefully, everything will be rolling by
then.

If you do not have the bylaws in front of you, let me just kind of run through, you can read this. The Practice Standards
Council (PSC) is to provide continuous review of the standards of practice and determine whether they are in need of
alternation, expansion or elimination; to direct and manage the development of standards of practice in all areas of
actuarial practice; to adopt standards of practice within its sole discretion and pursuant to the usual legal stuff and to
ensure – this is interesting here – the fourth point is to ensure adequate communication of standards of practice to
Members and Students, public regulatory and judicial bodies, governments and other members of the public. So practice
standards is going to be responsible for setting our standards.

In the original report, what we had envisaged was quite a rationale of these committees, basically breaking it down into
a handful of functional areas and having them responsible, but once this committee is formed and operating, it will
rationalize all of this. If I had to give any advice at all to a council, it would be not to be too much in love with the
current, committee structure. They really should go back to a white board and say: What is our mandate and what is
the best way of organizing? But we have no choice but to start off this way, by allocating committees, but we should
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not leave ourselves in a rut and to continue something that should not be continued. The important part is to get
ourselves a bit more efficient.

The Eligibility and Education Council (MSC) is to ensure enforcement of eligibility and qualification requirements;
develop education programs to advance the knowledge and provide interpretative opinions of the rules of professional
conduct; present recommendations to the Board; consider the repeal, reenactment, alteration or addition of the rules of
professional conduct.

So there is no question that there is some overlap and the councils have to communicate and we are hoping that the
mechanism for that would be, of course: Is there Board representation on the councils? So that the Councils have to work
together, they are not independent organizations.

Finally, the Member Services Council (MSC) gets pretty much everything else. It is to promote the good public relations
of the Institute and the actuarial profession; to advance communications between the Institute and the Members and
Students, public regulatory and judicial bodies, governments and other members of the public; and to plan and supervise
publications, programs and services for the benefit of members, other than the publication of standards of practice. So
that is what that is going to do, but I suspect that it is going to get everything that the other two Councils will not get,
so that is the catch-all.

So, that is basically it. I think that the challenge of all of our leaders in the organization is going to be a pretty big one
this coming year to rationalize this thing, but we would like to get it going pretty quickly. Hopefully, by next April,
everything will be all done. Directions defined, obligations, duties and functions and the communications set up. If
anybody has any comments or questions or anything that they would like to bring forward to the leadership right now,
I would be certainly happy to hear it.

Mr. Sheldon H. Laveman: I think that you mentioned earlier on that the group had looked at other professional bodies.
I was just wondering which ones they were and what you observed and what you drew from those models or what you
discarded.

Speaker Dutka: Well, the thing that we drew, that was probably the most interesting, was the appointment of the President
by the Board.

...(laughter)...

We looked at almost everything. I mean, some of the organizations had been going through a restructuring themselves,
but we certainly looked at all of the US, UK, Australia, but we also looked at other professions as well, accountants and
a few others. We use Jim Pealow who has been used by the Institute quite a bit and has a lot of experience in this area
and ability to get us a lot of information in other organizations.

By and large, it really is not rocket science so there are not that many options to be had in terms of organizing, but in
terms of probably, the most unique idea that came forward was the selection of the President, which, fortunately, the
members of the Institute had quite a strong opinion about so that has gone by the wayside.

But, other than that, I think that we are pretty much going in the same direction that everybody else is going in. I think
that, even if you look at your own employer, you would find that this model is much closer to what any organization
is, where the Board – and this is certainly true of any other actuarial organizations – the Board has very high-level strategic
vision and, below them, is some mechanism for implementation. I think that we have just gone in the same direction
as everybody else has, in that regard.

Mr. Ronald O. Olsen: Randy, I wanted to say thanks, again, for your presentation again. It was good seeing it for a second
time, after yesterday’s vote.
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Speaker Dutka: I could do it again tomorrow if you want.

...(laughter)...

Mr. Olsen: Yeah, I enjoyed it that much.

I guess that the serious question that I had, is that I voted for the change and I think that it is very positive, but I guess
that having had a night now to sleep on it, I want my vote back. No, I do not.

But the serious point is that you mention, in your presentation, that the power lies in the Board. Well, it seems to me
that the key theme, as we roll this out, should be that the power lies in the membership. The reason that I mention
that is that I have had the pleasure of working with a number of senior members of our profession over the years and,
the way that they explained the council structure to me, it really worked for me. It seemed like the power really did
come from the membership and was just kind of expressed in the form of Council.

I am not sure how that is going to work under this system where it seems a lot more kind of a Board and, you know,
“thou shalt”, and maybe the balancing in all of this is the committee structure. But then one of the things that I heard
this morning, I think, was that: Hey, look, let us kind of change all of that in a hurry too. I know that I am putting
words in your mouth...but, I mean, it would help me if one of the senior people, that I have worked with in the past,
would get up and explain to me, again, how the council system that we had was supposed to work - about power flowing
from the membership. Let us just make sure that, as we move to this new system, we do not lose sight of that. I guess
that I am just a bit concerned, in light of the changes and some of the comments this morning, that that may be
happening.

Speaker Dutka: Well, the committee structure is not being disabled or disintegrated. I mean, it is critical and that is where
all of the work gets done. All of the work gets done at the committee level.

My point is that we should not be too much in love with these committees. When the councils begin to form their plans
and provide their direction for the future, they should be looking at: What is the best structure for the committees and
how should they put it together so that it is the most effective and efficient?

We do have committees that have basically done not much for some period of time and maybe they should be gotten
rid of, and other ones should be created. So, under this new governance structure, the councils and the Board really
have to have an open mind on how these committees should work but, by and large, all of the work is still going to
be done at the committee level.

The approval level and the day-to-day management is at the council level, and the strategic direction is at the Board
level, which is elected by the membership. I mean, the membership is involved everywhere so the power is with the
membership as long as the membership is controlling Board, council and committee work.

Does that answer the question at least?

Mr. Olsen: Yes, thank you.

Speaker Dutka: Good. Not to your satisfaction or...

...(laughter)...

Mr. Olsen: Well...

Mr. Frederick J. Thompson: Maybe I could just say something, Ron, before you get back here.

The idea behind the Member Services Council was to recognize clearly that everything does flow from the members, to
have something that specifically has the members in mind. In the original proposal, there was no credit given to this
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concept of being involved in member control, whatever it is. With no modesty, I am going to say that it was my idea
that we have the Member Services as a specific Council. I think that I can then say that I know what the idea behind
it was.

Ron, that was what it was supposed to be doing and expressing the concerns that you have expressed now. I hope that
it works.

Speaker Dutka: This is in our original report. Okay, anyway, next.

Mr. Allan R. Ireland: A small point, I think. What was the motivation for allowing non-residents to be elected to office?

Speaker Dutka: That is a good question. Do you remember, Rick?

...(laughter)...

Unidentified Speaker: ...(off mike...inaudible)...

Speaker Dutka: It was an e-mail issue. It was one of those things that was flying back and forth and I think that people
realized that nobody had ever been elected and, if they were members, why would they not be eligible? If you want
to vote for somebody, who is a non-resident and they are a member of your Institute, why not vote for them? I think
that it is that simple, but really was not....

I cannot see it being very practical if you are in Hong Kong or something, but, nevertheless, why not?

Okay, good. Anything else?

Mr. David J. Oakden: Sorry, Randy.

Just to respond to that question, I think that it was our feeling on the task force that, if you are a fellow of the Canadian
Institute, you are entitled to vote. I think that in the past we have not allowed non-residents to be members of the Board,
but I think that one of the suggestions came in: Why should not non-residents be allowed to be members of the Board?
We could not think of any good reason not to allow them.

Speaker Dutka: Yes, that is probably the only not really relevant bylaw that we changed. As we went through this, we
did try to keep all of the changes to a minimum to get this into place, knowing full well that, in a year from now, I
am sure that we are going to have to make some more changes, some fine-tuning and a few tweaks or something like
that, but we tried to keep all of the changes to a minimum.

So I am happy to get down from here if you guys are ready to go for coffee.

Thanks. Thank you very much for your attention.

...(applause)...


