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Moderator Stuart F. Wason: Thank you and welcome to this Annual Meeting luncheon. If you would just please stay standing
for one moment and say thanks in your own way. We will have a formal introduction of the head table a little bit later on during
lunch. So if you would just join with me in please saying thanks in your own way.

...(pause for prayer)...

Thank you very much. Enjoy your lunch.

...(pause for lunch)...

Moderator Wason: Ladies and gentlemen, allow me to begin the introduction of your head table today even as you finish
enjoying your meal. As I make the introductions of our head table to you today, I would ask that as I call out each name, if
they would please rise and remain standing until the whole table is introduced. If the audience would please withhold your
applause until the entire table is introduced.

So, first of all, starting on my far right, Rick Neugebauer, our Executive Director. Next to him is Geoffrey I. Guy, our newly
re-elected Vice-President of the Canadian Institute of Actuaries. Next, Robin B. Leckie, Past President of the CIA. Next to Robin
is Michael L. Toothman, President of the Conference of Consulting Actuaries. Then, Cathy Oakden, David Oakden’s significant
other. Next to Cathy is Howard Bolnick, who will be introduced a little more formally in a few moments. Then, switching to
my far left, I would like to introduce Dave Dickson, Chair of our Program Committee. Next to Dave, Luc Farmer, Secretary-
Treasurer and Vice-President of the CIA. Next to Luc, we have Rosemary Leckie, spouse of Robin Leckie. Then, next to her,
David Brown, Past President of the CIA. Next to David, Karen Wason, my significant other. Next to Karen, Peter Clark,
President-elect of the Institute of Actuaries in the UK. Then, finally and most importantly, David J. Oakden, President-elect
of the Canadian Institute of Actuaries. My name is Stuart Wason, your President. Ladies and gentlemen, your head table for
today.

Now, if you would just give us a couple of moments, I believe we are going to move on to an important section of the meeting
with respect to the presentation of diplomas to new Fellows. So just while I give Luc a moment to get set up, and also myself.
Following the presentation of the diplomas to new Fellows, we have a special guest speaker with us today, Howard Bolnick.
I will be giving an introduction to Howard in a couple of minutes.

M. Luc Farmer: Bonjour. Nous sommes réunis ce midi afin de reconnaître et féliciter les personnes qui sont devenues Fellows
durant la dernière année.
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Everybody knows how hard and long it takes to become a Fellow of the CIA. Of course, older Fellows will say that it was much
tougher in the old days. Let me have a different opinion. I think that it is harder now to become a Fellow for the following
reasons.

The level of education in general has been raised such that the competition is more widely spread. When you are working 35-
40 hours a week, not to talk about those 50-hour weeks, and you must study 20 to 30 hours a week, at the same time that
the world is giving you so much more opportunities than 20 years ago, you really have to be dedicated to become a Fellow.

So what are the prerequisites to become a Fellow? The first one is commitment, because it is not something you achieve over
the weekend. The second one is discipline. As I mentioned, people do study. It is easy to say: ‘Oh, I studied 200 or 300 hours.’
It is easy to say it in a phrase, but you have to do it. The third one is you have to be able to take the pressure. You study
for three months and you have to give it all into one day. Finally, I almost forgot. You also have to have a minimum of
intelligence.

So now that you are all finished and that you have the spare time, I am sure that you will all volunteer to help the CIA become
a better organization. So I would ask them one by one to come up and pick up their Fellowship.

...(presentation of Fellows certificates)...

Félicitations à tous nos nouveaux Fellows.

Moderator Wason: Thank you very much, Luc, and congratulations to all of the new Fellows.

It is now my pleasure to introduce our featured speaker for lunch today. Howard Bolnick’s distinguished career has ranged from
a variety of executive level positions with prominent health-care companies to numerous strategic and operational consultative
posts in addition to academia. A nationally recognized authority on health care financing, Howard has written numerous articles
and spoken regularly on health insurance, managed care, and health policy subjects. Howard is an adjunct professor at
Northwestern University’s Kellogg Graduate School of Management and a Fellow of Northwestern’s Institute for Health Service
Research and Policy Studies, where he is actively involved in health policy and managed care projects. He also serves as Director
of the Board of several health-related entities.

After graduating from the University of Michigan, Howard earned his MBA from the University of Chicago in 1970. Howard
is a Fellow of the Society of Actuaries and Immediate Past President of that organization. Howard is here to share with us today
his passion for the actuarial profession. The term “Big Tent” is associated with Howard extensively.

Howard, we have been pleased to increase the size of that “Big Tent” with the ceremony just a few moments ago. So we hope
that works. There is one other special request that I have for some of you. If you have information about a certain topic, Howard
would really like to know after this session if you have any information. It is a peculiar delicacy of the Canadian population.
Apparently, it is a type of food that is called seal flipper pie. Howard has a particular passion for this item, but he has never
seen it in real life. So if anyone knows how to make seal flipper pie, see Howard afterwards.

Howard Bolnick, welcome.

Luncheon Speaker Howard J. Bolnick: Thank you. Hello everybody. I have a little technology to do here. Hopefully this will
work. There we go! It works! That is unbelievable.

Thank you. It is a real pleasure being here. I will not tell you the seal flipper pie story, but if anybody has ever heard of seal
flipper pie, or better yet has tasted it, please do see me afterwards. It is quite important. The pay-off is that I will tell you the
story behind it. You will get a kick out of it.

Stuart was kind enough to introduce me. But what I would like to do is to give you my own introduction to myself.

(Slides unavailable)
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This is a little cartoon that I have grown fond of because I think I have grown to look like the gentleman over there. Yes, I
do wear glasses but I refuse to here. Yes, I am getting bald. Yes, my middle is bulging. And yes, I do go to cocktail parties
and get funny questions about what I do. I am sure you have all been in that embarrassing situation. People ask you what you
do and you say: “I am an actuary.” Well, this fellow has a good response. He says: “In a way, I am kind of famous, but you
probably never heard of me unless you happen to travel in actuarial circles.”

Well, first of all, I would like to very much congratulate the new Fellows.

If my voice cracks a little bit, I am sorry. I have a bit of a cold but fortunately, or unfortunately for you, it is not bad enough
that I cannot talk. But my voice may break.

I want to acknowledge at the outset that we have a wonderful profession. We have a profession that we should be very proud
of. We should all be very satisfied and happy with our work. We have a wonderful thing.

That being said, I have two goals today, which may sound a little contradictory to that first comment. First, I would like to
somewhat shake you up in your complacency about being actuaries. Secondly, I would like to issue to all of you a call to arms,
a call to do something about some of the issues that do not affect us today and may never affect much anybody in this room,
but are of importance to the actuarial profession over the next 5, 10, 15, 20 years. So that is what I would like to spend my
time talking about.

This whole enquiry started with a vision, and a vision is very important. I have my favourite philosopher. He was actually
mentioned by Jean-Louis Massé this morning. So he stole a little bit of my thunder. One of my favourite American philosophers
is none other than Yogi Berra. Yogi is much maligned but I think he probably is going to go down as one of the 20th century’s
great American philosophers. One of the comments he made, which is very relevant to this vision thing, was that if you do
not know where you are going, you are probably not going to get there. I think that captures what vision is all about.

So we started this enquiry by looking at a vision that the Society of Actuaries has had in one form or another for about 10
or 15 years. Now, the Society of Actuaries’ vision is for actuaries to be recognized as the leading professionals in the modeling
and management of financial risk and contingent events.

Not surprisingly, the CIA has just adopted a vision, which is really the same thing with some words moved around. And perhaps
a little less surprising but equally important is the Institute of Actuaries and Faculty of Actuaries have a vision, which is very
similar to that. As I have dealt with actuaries around the world, I find that this vision resonates among the international actuarial
community.

Now, the Society of Actuaries did a little survey on this. What we found with this survey was between 85 and 90% of our
members believe that this is the right vision. For that I thank them. I think they are right. I agree with them.

On the other hand, 80 to 85% of the actuaries also said that they did not think we were doing much to get there.

So we have a long history of having this wonderful vision, a statement we can all agree with, and then our own members, who
should be encouraging the leadership to do the right thing to get to that vision, are saying: “The leadership, the membership,
the profession has not been moving towards that vision.” Why and what can we do about it?

Well, the enquiry got a little bit deeper. We started looking for what the problems were that we had to overcome.

We thought they fell into three categories.

First of all, there is a changing environment that we are practising in. Most obviously are changes in the financial services
industry. There is a lot of convergence in products. You are beginning to see banks or brokerage houses offering things that
look pretty much like insurance, and insurance companies offering things that look pretty much like investment securities.
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There certainly is the breakdown of barriers among financial institutions, as financial institutions merge into one company or
as the regulatory barriers break down. The most notable change is the recent one in the United States where a depression-era
Glass-Steagall Act put a wall between various financial industries. We also see the globalization which I think has a profound
effect on us. So we are dealing with a different industry than we were in the past. The environment has changed. I think when
we think of the future and what we are going to do, we have to take that into consideration.

The second piece that is important for us to look at is the idea that we have, for the first time, competition.

Now, if you go back to the formative years of the actuarial profession, the profession started in 1848 in England; there actually
were actuaries beforehand but in 1848, the Institute of Actuaries got a royal charter, and that was really the beginning of the
actuarial profession.

But if you look at what actuaries did – and at that time it was simply with the life insurance industry – we shared techniques
and approaches with only one other group of people in the world, and the idea of math and – shall we say – business. It was
actuaries and... Can anybody guess what the other group of people who dealt with probability statistics in a real world
environment were?

Did I hear gamblers there? Because that is what it is. Actuaries and gamblers. That was not a whole lot of competition for us
unless you wanted to look at us as being gamblers.

Nowadays, things have changed. We have seen a spread of actuarial techniques well beyond our traditional problems and well
beyond our traditional employers, where I will define our traditional employers as being pension schemes, general insurance
and life insurance.

So we have seen this expanded use of risk management and risk pricing, particularly in the financial services industry but even
outside financial services, in general corporate management, where risk management now has become a mantra and we are even
seeing the creation of a chief risk management officer at a very high level in non-financial services corporations. We have seen
the growth of university trained practitioners who are doing things outside the insurance industry, and we have seen the growth
of new jobs in institutions outside those of our traditional employment. So competition is another element that we have to
keep in mind as we look to the future of our profession.

Lastly, let us look internally because this is where the rubber meets the road and problems begin to develop. There are internal
barriers that I think we can identify or at least internal characteristics. I mean, I would try not to be too pejorative but there
are internal characteristics of the actuarial profession that I think we need to keep in mind as we look at how we are going to
work in this new environment and with competition. Those are that we have a lengthy self-study program, and when I say key
organizations, that is across the world: the Society of Actuaries, the Casualty Actuarial Society, the Institute and Faculty of
Actuaries. It takes on average about ten years or so.

Now, I was not watching the age of your new Fellows here but I am aware of what it was like in the United States as I was
getting light bulb-shot eyes when taking photos with new Fellows. Many of you, I think, I was able to give certificates from
the Society of Actuaries in the last year or two.

Our average student was 30 years old when they became a Fellow. 30 years old. Probably six or seven years after you got out
of college, if not more. That is a very lengthy self-study program, in particular when other options get you to a full professional
level much quicker than that. So this is an internal barrier we have to think about.

We also need to be mindful that while we are very visible in the insurance industry, that outside the insurance industry and
outside the traditional problems that we solve, we really do not have very much visibility. If you were to walk into a bank and
say, “I am an actuary,” you would probably have to put up the cartoon that I was using up front to explain who you were. They
do not really know who we are.
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The other issue that I find fascinating is that as an industry, we are dealing with globalizing, we have to start thinking about
how we as a profession globalize. There, I have some very good news to touch on in the rest of my talk. I think we are doing
a wonderful job as a profession, moving from nationalism into internationalism.

Well, what kind of approach do we have today? This is what I call the “Little Tent” approach. This is a very quick schematic
of what the world looks like today in most countries that have an actuarial profession. It was that you have a student pool,
and this is a pool of qualified math business students who are interested in doing something with that mathematical background
within a business context.

Along the top line, if you want to become a traditional actuary and work in a traditional job, you come to the Society of Actuaries,
the Casualty Actuarial Society, the Institute or Faculty of Actuaries, the Australians or other organizations, and you take their
professional program, which is generally self-study in the nations I am talking about here. And having gone through the
program, you then take a job in traditional employment.

Now, the reason there is a line going down is that for the last ten or 15 years, we have been encouraging actuaries who have
gone through this traditional route to take jobs with non-traditional employers. Go work in banks. Go work in industrial firms.
Take your actuarial skills and use them because we know we are the leading professionals for all kinds of financial modelling.

Well, it is a dotted line, and there is a barrier there for a good reason. The Society of Actuaries now has 16,000 members. We
did a little search of our database and what we found is there were 200 members out of 16,000 who could be identified as working
for non-traditional employers. Two hundred out of 16,000. When you look a little bit deeper, the number of those people who
would say, for instance, that they were working with Merrill Lynch, turn out to be doing insurance work with Merrill Lynch.
So we have been encouraging actuaries now for 15 years or so to move from traditional employment into non-traditional
employment, and frankly it has not worked. It has not worked.

While we have been doing that, another route has happened, the below-the-line. There is a bunch of people who I am going
to call new actuaries - and I will explain that in a minute...

I thought I had technology down but apparently I do not. This will go away in a second.

This is a group of qualified math business students who now go through some sort of post-education or post-university
education, maybe the CFA exams, maybe doing some work through an organization like the Global Association of Risk
Professionals, or the International Association of Financial Engineers, and these are the people who are doing risk management
and the kinds of things which I am going to define as actuarial jobs with non-traditional employers. So, rather than having one
profession or one way to get from being a student into working for both traditional and non-traditional employers, which was
my definition of “Big Tent”, we have two divergent ways that do not meet.

So let us take a look a little bit more closely at these new actuaries, these people who are our competition.

If any of you have any interest, this is a magazine that reminds me to tell you that you can find out more about these people
by doing a couple of things.

There is an organization called the Global Association of Risk Professionals - GARP. You can go to their website at <www.garp.com>.
You can join.

Now, they are not long exams. It will not take you seven years. It will take you seven minutes, which is probably an advantage,
but this is just a start-up organization. But they start sending you this magazine called Risk Professional. You can find out a
lot about who these people are, and it is quite interesting. By the way, a little hint. When they send you Risk Professional, they
will ask you if you want to pay something like 200 pounds a year for it. Do not pay; they continue sending it to you.

But these new actuaries, when you look at them, are doing a number of things that I think we need to recognize. They are doing
modelling and management of financial risk throughout the non-insurance financial services industry. They are doing it in banks.
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They are doing it in investment houses. They are doing it all over. They are dealing with problems, risk management problems
that are understood, and they have developed techniques, and are continuing to develop new techniques to solve these risk
management problems.

When you start looking at the techniques, you will find out that they look very familiar to us. I would argue – I am not pushing
things by calling what they are doing actuarial work. Now, these people are new. This is a young group of people, young both
in age, young in terms of time working with these problems, and the problems themselves are rather young because we have
not been able to have the computer capacity to solve a lot of them until recently. But they are solving the problems. These
new actuaries are becoming quite important within the institutions that they are working with, not only within the institutions
but regulators are taking note of them, and the government, the public is benefiting by the kind of work they are doing. That
is all the good news.

The bad news is that these people, these new actuaries - I call them new actuaries - if you talk with them, many of them have
no clue what an actuary is. They certainly do not think of themselves as actuaries or the work they do as actuarial work.
Particularly in the United States, maybe more so there than here, they are getting the skills that they need both in undergrad
through math programs, but more likely in graduate programs that are popping up in the United States, and I have seen quite
a few of them now in Europe, that are aimed at teaching financial engineers their skills. If you are interested in any of those
programs and the content of them, I would encourage you to go to an organization, on the website of an organization called
the International Association of Financial Engineers, which I believe is at <www.iafe.org>. If I am wrong, then it is <www.iafe.com>.
What that has in there is a link to all these financial engineering programs across the country, at least across the United States,
and I believe they probably have links now to Europe. Take a look at what those programs are all about. I think you will be
impressed. I think you will see a lot of what we think is our intellectual capital embedded in those programs.

As I touched on before, if you look at these new actuaries, there are a few but only very few real actuaries, those of us who
count themselves among those numbers. So there are some people who we can point to as being pioneers, but there are a small
number of us traditional actuaries, and there are a very small number of the new actuaries. Well, what about us, the credentialed
actuaries when you take a close, dispassionate look at it? I think we can say a number of things, both good and bad.

First, we share a common mathematical core with these new actuaries. There is a little quote there from one of the most
prominent actuarial educators in the world, and that is Professor Hans Buhlman, who wrote a paper on this subject. In it, he
made the comment: “We are all actuaries.” I believe it. But even though we have this common base, we are all actuaries by
virtue of the common mathematical base upon which we do our work. We, in our work, really do not train people in the issues
of the non-insurance financial services industry. We are not trained in their specific models, and we are certainly not trained
in their business. So, while we have the common core of math, we have the mathematical skills, we have not been given in
our professional training the kind of environmental understanding that is needed to apply to basic mathematics outside the
traditional employment areas of insurance and superannuation schemes.

We do not have - we have to be honest about this - we really do not have visibility outside the insurance industry, and we
do not have much, if any, access to jobs in the non-insurance financial services industry. One way to think about this, because
this is subtle but very important, how many of you, when you got hired, got hired by an actuary? I think pretty much everybody
would say that an actuary hired them. There is something that I have called the virtuous circle going on here. If we have actuaries
working in jobs, they understand us. They understand our skill sets. So they will tend to hire actuaries.

In the non-insurance financial services industry, the people doing the hiring are not actuaries. Therefore, this virtuous circle
does not exist. They tend to hire those who came through the same kind of background that the person doing the hiring had.
They are not us. That means that we are really becoming increasingly pigeon-holed by employers, regulators and the general
public in our traditional area or areas of superannuation and insurance. So we have some problems here.

The one thing - and this is an argument I am going to make throughout this - is that we do have a strong and tested professional
organization, and we have developed a strong sense of professionalism, which is both relevant and very important to the
developing financial services industry. So that is a strategic assessment of where we are.
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Now, I would argue we have a dilemma. We go back. We have this vision, which we all tend to agree about, which says that
we are the right people to do all this financial modelling and risk and contingent events. But if we dispassionately look at where
we are, we recognize we are not in the “Big Tent”, that we as the recognized actuarial profession are only working in a small
part of it, we have one of two things that can happen.

First, we can move into the “Big Tent”, but this requires a fundamental change in who we think we are, how we act and how
we are set up to do things. Or we can just say we are self-satisfied, we are going to stay in the “Little Tent”, in which case
I would argue we ought to change our vision because that really is not a vision. We have this dissidence between the vision
and what we really are. But if we stay in the “Little Tent”, I think there are a number of risks long term, not tomorrow but
long term, that we need to be mindful of.

The first is that we will have increasing competition for the best and brightest math and business students. The choice is no
longer between becoming an actuary or being a gambler; we win. It is now between becoming an actuary, a financial engineer,
a risk manager, maybe even a webmaster because that is one job in the job survey. But we have competition, and it is going
to get worse.

Secondly, we have competition for intellectual capital. If you talk with financial engineers about where their intellectual capital
came from, a lot of it would come from economists; some of it would come from actuaries, but that would not be recognized;
and some of what we are doing as actuaries, we are beginning to borrow from financial engineers and from economists.

So we are losing control of the intellectual capital because it is common intellectual capital, and we are only doing a slice of
the work that is based on an intellectual capital. We certainly are going to have competition over a period of time for professional
esteem and public visibility. We already have to concede we do not have much direct public visibility, but as these financial
engineers and others come along, they are going to be there, in the public’s eyes, and compete with us to the extent the public
looks to who is behind the success of the financial services industry.

Last and, I think, most disturbingly, is that I think over a long period of time, we are going to have to worry about our jobs.
Oh sure, we can write laws that say: “You must be an FCIA or an FSA or an MAAA to do such and such, and so and so.” But
if you look around the room, how many of you are in a job that must be done by law and how many of you are doing things
that do not have to be done by law but are being done because we are a viable profession with the best and brightest math
students out there? I worry about a profession that has to fall back on having things written in law that say they must be done
by somebody who is an FCIA or an MAAA, and that is the basis for our long-term relationship to the job world. I think it
is a terrible place to be, and I worry that that may be where we end up if we do not address these issues. Well, we have a strategic
imperative. First, we have a choice. We can expand our existing actuarial profession, or we risk finding ourselves increasingly
marginalized.

I bet you are wondering what that photograph is doing there? Well, that is another kind of visualization of a piece of wisdom
from Yogi Berra. Yogi had another wonderful statement that said: “If you get to a fork in the road, take it.” That guy took it,
alright! As a matter of fact, I think he is an actuary because that is about where we are. We are there because, on the one hand,
we say we want to get into the “Big Tent”. That is our vision. On the other hand, we have not done enough to get there. So
just write actuarial profession on that guy and you can see where I think we are.

I have a vision, an overview of how we get there. Now, this is only - I will admit - an overview. What it says is what a “Big
Tent” profession would look like. It is that there would be a qualified student pool. Rather than two tracks, there would be
one track. We would have training, post-undergrad training or integrated with undergrad or integrated with university, our
training to take that mathematical core of knowledge, add on it the things that are necessary so that people who come through
our professional training, who identify them with actuaries, would then go to jobs, both traditional employers and non-
traditional employers. Both employers would recognize that they are in fact hiring actuaries. That is the vision. That is very
simply what the “Big Tent” is all about.
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Why should we be the people who do this? Well, in the interest of some time, I am going to run through this a little bit quickly.
But I think there are a lot of reasons why we should do this and not leave it to others.

First of all, I will go back to my argument. Both those of us who are current actuaries, credentialed actuaries, and these new
actuaries, are quite frankly all actuaries. We have a common intellectual and mathematical core of knowledge. We work on
similar problems and we have similar solutions, not identical problems with identical solutions, similar problems with similar
solutions. I want to make a case that professionalism matters, and we have it, they do not.

Lastly, in the short term, if professionalism matters, then those of us who are credentialed actuaries who have organizations
and professionalism set up and running, and have as much as 150 years experience with it, can quickly bring professionalism
to the non-insurance financial services industry. In other words, we can help these actuarial practitioners in the non-insurance
financial services industry become actuarial professionals, and there is a huge difference between an actuarial practitioner and
an actuarial professional.

Well, to understand professionalism, I want to go quickly through an argument. Here is a quote. I use this in my class at Kellogg.
I have always found this to be absolutely fascinating. It is a quote from two very, very well known economists. By the way,
insurance is an issue that has been studied by some of the world’s most eminent economists. There is a lot of economic thought
that has gone into insurance. This is really distilling the problem and why they are interested. These are economists, Michael
Rothschild and Joseph Stiglets that say: “Economists generally prescribe competition as a solution for markets that do not
work well. Insurance markets differ from most other markets because in insurance markets, competition can destroy the market
rather than make it work better.” Destroy the market rather than make it work better!

If you do not understand that quote, come on down to Kellogg and I will teach you about it. But it is very important and very
basic. We really learn about that. We do not learn about it the way economists do. But we learn a lot about this. But if that
is the case - and I do not have time to make the argument as to why that is in fact the case - the question is: How do we square
the fact that competition destroys market with the known fact that the market is viable in the US, Canada, and across the world?

Well, I think if you go back into the history of the insurance industry, the history of the actuarial profession, you find a number
of reasons why the Rothchild’s prediction is not true in general today, although it is true, and I can point to two examples at
the margin.

First of all, there are three reasons why the insurance industry has thrived in this kind of funny value-destroying industry instead
of value-creating or potentially value-destroying industry. One is mutual insurance companies where there is no conflict between
customers and the management of the company, the owners of the company. If you go back into the history of insurance, you
will find that mutual insurance companies were the reason the insurance industry actually got off the ground. They tried stock
companies. They all went bankrupt. Mutual companies worked. After that, insurance regulation came in. Insurance regulation
opened up the world. Once insurance regulation came in, stock insurance companies became a very large part of the insurance
industry.

But if you look at mutual insurance companies and what made them work, if you look at regulation and what made it work,
you find something common underneath them, and that is the existence of actuaries, actuarial professionals. So, as I keep peeling
back pieces of the onion, I come to the conclusion that actuarial professionals are perhaps the major reason why Mr. Stiglets
and Mr. Rothschild’s prediction about the industry being one that destroys itself is not true.

Actuarial professionalism does matter. Why? The fundamental problem we have to solve in insurance and other financial services
industries is balancing prices and surplus. It is how much money you have to keep to be sure that a promise that we have made
today will be fulfilled in the future. The one thing you could do, just very simply, is if you had a trillion dollars of life insurance
promises out there, you could force the company to have a trillion dollars of surplus. Well, that is not going to really work.
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On the other hand, if you let the insurance company take money now and pay money back 30, 40, 50 years from now, you
might imagine, unless there is some control on it, that people might take the money now, spend it and when the promise comes
due in 30, 40 years, the money is not there. So somehow the industry has to balance adequate capital, conduct and prices.

The solution has become increasingly of the idea of a valuation actuary in Canada, or an appointed actuary, as the way that
public policy has chosen to address balancing, pricing, and surplus in the private sector. The consequence of our actions and
the legitimacy of our work and the importance of our work is that the public trusts the insurance industry, and that is one of
the major reasons it can thrive. I will argue that similar problems, similar solutions, similar consequences increasingly exist
in the non-insurance financial services industry. I think the most relevant example is going to be banks, where this whole issue
of value of risk, which looks very, very much like actuarial work, is really coming to the forefront.

Well, we have some challenges. First, we have to broaden the recognition of actuaries. We are going to have to attract somehow
these new actuaries into the profession. We are going to have to strengthen ties with the universities, look at globalization,
reorganize the profession, establish some sort of valuable idea in the public’s eyes. Wow! That is a whole lot to do. That is
a big agenda. But that is what we are going to have to do somehow. There are activities going on worldwide. This is not a US
effort. I am going to coin the term “Big Tent”. We have been talking about “Big Tent”. But as you go across the world and
meet with actuarial colleagues from different countries, everybody is in one way or another dealing with this. We are not the
only ones. This is not something we made up.

Well, I would like to just very briefly touch on what is going on in the North American actuarial profession. There are a number
of what I will call externally focused tactics that are being pursued. One is the idea of trying to support the expansion of actuaries
into new practice areas, and there is a joint task force on financial engineers, joint being between the Society of Actuaries, the
Casualty Actuarial Society and the CIA. They have been meeting and are moving somewhat at a slower speed than I would
like to see, towards encountering the new actuaries and talking to them.

Within the CAS, there is a real push towards risk management, which is bringing casualty actuarial practice thoughts into non-
insurance or non-financial services companies, where they want to have a risk manager in an industrial firm. I think that is
a very opportune place for us to be, and I applaud the work being done by the casualty actuaries in moving into that area. We
are also looking at improving the visibility of the actuarial profession. Each national organization is doing things. The existence
now and the growth, the marvellous growth of the international actuarial association is helping to give us a presence at the
international level. They are doing a magnificent job. We also have a group that is working to improve relations with academia
because how we deal with academia is ultimately going to be important in this whole project. We want academia to recognize
we are a profession, help support the growth of the profession, and we have a joint committee on academic relationships, again
joint being the Society of Actuaries, Casualty Actuarial Society and the CIA.

Internally, there are two major things that are going on. The first, Rob Brown - I think you all recognize him as a former President
of the CIA and the current President-elect of the Society of Actuaries - has put forth a proposal called ALFA, which is a proposal
to re-think how we are organized internally.

And there has been a lot of work, which was reported on today by your Secretary-Treasurer, Luc Farmer. I did not get that
right in French, right? It looks like Farmer to me. I apologize. You can see how bad my French is. I was told of what the French
is for “Big Tent” but it was too close to “Big Ant”. So I decided not to even try.

But there is a lot of work going on with mutual recognition so that the actuarial profession can become, in a way, a global
profession with global credentials, and so I think this is very important.

There are some competitive necessities, things that must be done if we are going to win and get into this “Big Tent”, and win
in the competitive environment that we are working in.

First, we are going to have to broaden the attractiveness of actuarial education for all actuaries, current actuaries and new
actuaries, and working on that is this task force on education and qualifications 2005, that you might well have seen in your
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mail, those of you who are SOA or CAS members. The proposal from that task force, if you look at it from this “Big Tent”
perspective, I think you will see a lot of rich ideas in there. I am very supportive of it. And also again this joint committee
on academic relationships is working on it.

The other part is if there is a growing group of new actuaries out there, we need to find some way, in my opinion, to bring
them into the actuarial profession, not to replace them, not to challenge them, but these are high-quality actuarial practitioners
who are not members of the profession.

My argument is that we have to go work with these people so that they find value in the actuarial profession and they want
to be part of us. And we have to find some ways to do that. If we do not engage these people, we will be in the position of
continuing to try and take actuaries going through our traditional track and encourage them to go into non-traditional
employment. That has not worked for 15 years. Why do you think it is going to work in the next 15 when there is more
competition?

Well, can we succeed? I ought to tell you that I do not know. It does not depend on me anymore. I am a “has been”. I have
been defrocked. All I do is come and talk now.

But do we believe our vision? If we do not, let us can it and find a new one that is more consistent with what we are all about
and willing to do.

Can we overcome our complacency? Well, we are all happy. None of you are going to be really challenged by this problem.
Why should you spend any time on it? Why should you be other than complacent and say that it is someone else’s problem?

Well, it is your problem!

Can we design effective strategies and tactics? Does professionalism, as I have argued, sell to the new actuaries and their
employers as a competitive advantage? Will we be able to attract these new actuaries or are we just going to be able to maybe
throw a party where nobody will come? Does broadening the actuarial profession really, as I have tried to argue, serve the public
interest?

I do not know whether this is going to work. I just want to touch on this. Do I have two or three minutes? Okay, because
I know I am a little bit over. Okay.

Canada’s environment is very different from the United States. I think there are some wonderful things going on in Canada’s
environment, which I have learned over the years. First of all, you have university programs like Laval and Waterloo that teach
both recognized actuaries and new actuaries. So we have these actuaries in a place where they are taught by actuaries and have
colleagues who are saying they are going to be a real actuary.

In effect now, we have people where we want them. They are identified with the actuarial profession, but what I hear from your
professors here is that students who want to go on to be financial engineers leave university and then do not ever pursue actuarial
exams and lose their identity as actuaries. Those of you who have completed the exams obviously stay within the profession
and have an identity with us. Well, would you not like to have those other guys think of themselves as actuaries? Is there not
a certain sense here of having snatched defeat from the jaws of victory? You got them where you want them, and then you let
them go. Maybe there is something you can do here. I think it is a good environment because in the United States, the new
actuaries and the traditional actuaries are nowhere near each other at the university level. You have actuaries who are practising,
many actuaries who are practising already in non-insurance financial services companies.

You have a very strong organization here in the CIA, which the more I learned about it over the years, the more I have appreciated
it and think that you have been doing a wonderful job for actuaries in Canada.

There is another element here. You have one regulator to talk to, OSFI. Am I right? OSFI. One regulator. It just so happens
that I do not know if he is here in the room, so I will not embarrass him, but one of the senior regulators there happens to
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be an actuary, one regulator who looks over all the issues in the non-insurance financial services industry and in insurance.
So you have somebody to talk to. We do not even have anybody to talk to in the United States.

Here is my challenge to you, for you and for the CIA, for your leaders, to take a leading role for Canadian actuaries to be
recognized as the leading professionals in the modelling and management of financial risk and contingent events throughout
the Canadian financial services industry. You have an opportunity. Do not wait for somebody else. My goal is to get you warmed
up to the idea of taking this on as your own challenge, as your own way to help out the international actuarial profession.

Why should we do this? I think there are two reasons. First, it is to sustain a vital and relevant and influential actuarial
profession, not just for us – we have it – but more importantly, for future generations of actuaries so that 100 years from now,
we can look back and say: “We did the right things to have a very viable well recognized actuarial profession.”

Also, my argument is that in doing that, we will bring to society in general the benefits of professionalism, and bring it outside
our narrow scope in the insurance industry and superannuation into the broad financial services industry.

Thank you very much. I appreciate the opportunity to be here. I ought to also mention that there is going to be a follow-up
session. Any of you who would like to come and discuss the issues, I would encourage you to spend some time. I would be
happy to take on people who agree and people who do not agree. Thank you so much for the opportunity to present my case.

Moderator Wason: In the past year, it has been my privilege to get to know Howard. As you have all seen this afternoon, he
has a vision for the actuarial profession, but what I have been able to see is that Howard is a tireless worker to bring this vision
about.

There is a follow-up session, as Howard has mentioned. It will be in the Prince of Wales Room on the convention level.

Howard, I would like to give you a small token of appreciation.

Luncheon Speaker Bolnick: Thank you so much.

Moderator Wason: Thank you. This session is now adjourned.


