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Moderator Allan Loney: Good afternoon ladies and gentlemen and welcome to the final session of this excellent meeting here 
in St. John’s, a session on the proposal regarding practice certificates. 

Just one announcement. I have to apologise that there is no translation facility available at this session unfortunately for rea-
sons I don’t know or understand. There were not enough translation teams available to cover all the sessions that are going on 
simultaneously, so I do apologise to anyone that that inconveniences.

We have three speakers this afternoon and when the speakers are finished, I hope to have time for some good discussion, and 
questioning.

We have Lesley Thomson, on my right, who’s a prominent consulting actuary, Allan Brender who’s the Senior Actuary at the Of-
fice of the Superintendent of Financial Institutions (OSFI), and I’m Allen Loney, I’m the Appointed Actuary of Canada Life and 
part of the Great West Life Group. So, without further ado, I’m going to pass it over to Allan, who’s going to start our session.

Panelist Allan Brender: I’d like to talk about what the proposal for practice certificates is. I’m paraphrasing, but basically I think, 
I’ve got the guts of it, and I can talk then about why in fact I support it and what the need is. So, what is being proposed for 
practice certificates? And then I want to talk about what the current requirements are, and is this totally new or not. And then, 
I think I’d like to discuss the question of, why I think it’s necessary and the fact is without it we are in a situation now that is 
not really acceptable, and something has to be done.

So, what is a proposal? The proposal is that the CIA would issue to Appointed Actuaries, and to what we’ll call reviewing ac-
tuaries under the new Audit Guideline 15 (AuG-15). They will be reviewing actuaries working for auditors. There will also be 
actuaries doing peer-review. The auditor’s actuary and peer review actuary may or may not be the same person depending upon 
the company and the engagement, and so on, but in all cases, the proposal is that these people will have to have something 
which is called the practice certificate. These practice certificates will depend upon the speciality, so that people will get one 
for P&C, or for life insurance.

Now what is a practice certificate? It’s something that you apply for and basically you are being vetted. That in some sense 
you are capable of fulfilling the role, of either an Appointed Actuary or a reviewing actuary. It’s something you only need for 
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an individual, so if you happen to be the AA or the reviewing actuary for several companies; you only need one of them, it’s a 
personal thing. 

On the other hand it’s not forever; the proposal will be that it is something that is renewable. But initially, of course, we have 
to have some kind of grandfathering provision. Now, when I say grandfathering, I mean that current people would be given a 
certificate to do their job in the first year or two that this requirement is in place. Bbut this grandfathering is not something that 
is permanent, these people would have to apply, and we sort of set-up a regular cycle.

What kind of requirements are we looking for? What do you want in an Appointed Actuary, for example, or a reviewing actu-
ary? Someone who is an experienced actuary, experienced in Canada with Canadian business, Canadian learning, and some 
maturity, and so on. In this case, we’re talking about an FCIA, and I think the condition is five years. Appropriate practical 
experience, the point is there is no sense in taking someone who is an FCIA who’s never done corporate actuarial work, and 
then putting them into the Appointed Actuary’s role. So, appropriate experience means corporate actuarial work, and I think 
the suggestion that has been made in the appendix to the proposal is, at least on the life side, what we’re talking about three 
years of this type of work.

The reason for having renewability, is because we want to be sure that you’re not out of date. The main condition probably that 
will be checked, under renewability is whether you’re keeping up to date with continuing professional development (CPD), 
or continuing education. And I think we heard some indications at lunch, that the Institute is going to be looking again – they 
just finished last year! – looking at CPD. But I think we’ll be again looking at it and there will be increasing requirements, and 
in particular requirements with respect to verification of your experience. 

The documents that is proposed in the CIA also says that you would have to certify that you’ve read some certain important 
documents, relevant standards of practice – relevant, for example, for an AA. If you’re doing a federal company, probably say 
that you’ve read the Appointed Actuary’s Memorandum. That you know a number of the standards dealing with required ac-
tuarial work, the minimum continuing capital and surplus requirements (MCCSR), dynamic capital adequacy testing (DCAT), 
as well as valuation stuff.

And there’s a question about character. The requirement now that’s being proposed is that you shouldn’t have been found guilty, 
which might mean guilty under a CIA tribunal or I think, under some sort of other admonishment, as well. The exact wording 
of that remains to be determined, perhaps, but the idea being that you’re someone who is in fact reliable, and trustworthy, and 
so on. 

So, these are really the requirements that we’re looking at. One of the important things is – and here I’ll speak with regulatory 
experience – what OSFI says in our supervisory framework, is that we rely on the Appointed Actuary, and the External Auditor. 
That reliance is non-trivial, it’s very significant. The Appointed Actuary chooses all the assumptions. The Appointed Actuary 
does the work and determines the numbers. Yes, they are officially the company’s numbers, but the company’s relying on the 
Appointed Actuary, we’re relying on the Appointed Actuary. Yes, we can go in and do examinations, but we don’t examine 
everything, every year, and certainly don’t examine all the nitty-gritty details. 

There is a lot of reliance built into this system, and because of this we’ve got to know that the person we’re relying on is quali-
fied. So, one of the provisions is that regulators, and perhaps others who depend upon it – for example, pension plan trustees, if 
this applied to pension plans, which right now it doesn’t apply to pension actuaries, but that’s probably not a surprise, probably 
that will come down the line – could enquire of the CIA whether a particular individual did have a certificate. And in fact, if 
people upon whom we’re relying then lost the certificate, there would be an automatic notification to the regulators concerned. 
Those are the basic proposals.

What’s in place today? Well basically, what’s in place today, and what a lot of people would suggest we should continue to rely 
on, is Professional Rule of Conduct 2, which says “a member should perform professional service only when a member is quali-
fied to do so, and meets applicable qualification standards”. Now the point is how is this a safeguard? And the answer is the 
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member is supposed to judge whether they’re qualified, and if the member feels that they’re not … and what it says, is you don’t 
undertake jobs for which you’re not qualified, but ultimately it depends upon the members judging themselves. 

At the moment the CIA has CPD, but in fact the reporting is basically non-existent, you’re suppose to keep track of your own 
reporting, there’s nothing specially delineated by any area of practice. You’ll find that for example the UK Institute has a very 
detailed CPD list, and says if this is the kind of job you’re in, these are the kinds of things you should be keeping up with and 
so on. We don’t have anything like that, and particularly nothing for AAs. So, the CIA basically is relying on the Rule of Conduct 
2, which says, evaluate yourself.

OSFI, we, issued a guideline … I’m speaking about OSFI. I’m not going to speak for the Autorité des marchés financiers, but 
in general, I think we’re in sync in a lot of things and I think the spirit of what I have to say probably applies but details – I’m 
not going to check.

Okay, OSFI has a Guideline E-15 which we issued two, three years ago, which is basically the Guideline on the Role of the Ap-
pointed Actuary and it has three sections. The first section says here’s all the legal stuff that’s required of the actuary, all the places 
where the Appointed Actuary’s required to do something. The second section talks about the qualifications of that person. The 
third section is about external or peer-reviews. And most people focus on the third section because I think that’s what is really 
new but what’s important is that there is that second section that talks about qualifications. 

Now, the important thing is, how do we enforce qualifications or how is this thing worded? We’re not in the business of approv-
ing Appointed Actuaries – we don’t approve them. When a new Actuary is appointed, I invite them to come have a chat, so we 
all understand what exactly the score is. In fact, my Guideline E-15 is in many ways is a script for that meeting, but we don’t 
approve people in advance. But we do have a power to remove someone. We have a generalized power that was inserted in the 
Insurance Companies Act (I think, in 2002, Bill C-8) which says that we can remove any senior officer if we think that, among 
other things, they’re not suitable for the position. So, the question then is what do we think is suitable? If you read Guideline 
E-15 it is stated in those terms. It’s says, we have minimum conditions for suitability, and what are the minimum conditions 
for suitability? Appropriate practical experience, current CPD, not subject to an adverse finding of a professional disciplinary 
tribunal. 

It looks familiar doesn’t it? In fact, these requirements were basically copied from the Institute in the UK – the Institute of 
Actuaries in the UK, their requirements for a practice certificate. I didn’t want to be in the business of us enforcing them, but 
here’s what you better do so that we don’t step in and say, you can’t do the job anymore. But, basically, a large part of what the 
CIA is doing is implementing this kind of thing on a pre-approval basis.

Now, why am I in favour of this? Because I think the current situation doesn’t work. The current situation, I think doesn’t work 
because Rule 2 requires the Appointed Actuary to make a judgment about his or her own qualifications. Why doesn’t that work? 
We’re all honourable people. Some people, in fact, have turned down assignments because they say, “I’m not qualified, I haven’t 
done that kind of work, and I don’t have that kind of experience.”

So, what I want to do is give you two examples, without really naming names, but one name is going to be very obvious because 
it’s a case that the Institute published in the Disciplinary Bulletin which appeared on the CIA website last Friday. It is a case which 
I tell you I’ve been involved in for a couple of years, so I’m not going to mention the individual’s name – but it’s in fact right on 
this piece of paper. The Institute last Friday officially issued an announcement that it’s suspended a Member who among other 
things served as an Appointed Actuary. Now this person is basically a one-man pension consultancy, a single sole practitioner 
running his own business, but he also undertook to be the Appointed Actuary for two small fraternal life insurance companies. 
And both of these life insurance companies no longer exist because, in fact, when a proper valuation was done, both these life 
insurance companies were essentially insolvent.

And when our Supervisors gave me his report basically, I read it, and it was pre-Policy Premium Method (PPM), okay, it wasn’t 
even PPM, basically. He had taken over the case and also taken over software that the previous actuary had used, and really all 
he was doing was using software. And the point is, he wasn’t qualified in any way, shape or form. He’d never attended a single 
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AA Seminar, had no CPD, did not know about any of the latest stuff going on, in terms of Standards of Practice. I mean, some 
of this was in 2000, and didn’t know about Valuation Technique Papers, let alone, you know the Canadian Asset Liability Valu-
ation Method (CALM) and stuff we were doing since.

The point is, it’s a case, a very significant case, a very public case – now – and this person was in a position to judge himself, 
and just was totally ignorant of what the situation is. Okay, enough said about that.

We’ve had several other cases where companies have tried to appoint or suggested that … or in some cases appointed actuaries 
who are experienced actuaries, but not in corporate. Actuaries who might have had a lot of experience within a company, but not 
a day in corporate stuff, and in my books don’t have relevant actuarial experience. And at least one of these cases, basically we 
told the actuary to his face, “We don’t think you’re qualified because … ” and waived the CIA suggestion for practice certificates 
in front of his eyes. This person had already been appointed, and quite a few months since has transpired – he has not resigned. 
We pointed out Rule 2, we pointed out all of that kind of stuff, and he hasn’t resigned. I mean, basically, what’s going on is that 
the company knows, you know, either you remove him or we will, and you don’t want us to remove him because that’s much 
too embarrassing. And, I mean, the situation is going to be resolved, I know that. I know exactly what’s going to happen.

I’ve had other cases, I mean I’ve had someone appointed a brand new FCIA, who had I think two years of experience after 
becoming an FCIA, saying, “We’ll give him a coach.” And my response is, “If you’re going to give him a coach, let the coach be 
the Appointed Actuary until he has enough experience to do it on his own.”

These things happen, they’re not very public, but they are there. And I think there are very good reasons, from our point of 
view, why we want to see … and in this particular case – important in all cases – these people would have stopped because 
if they would go to the CIA and say here’s my credentials for getting a practice certificate, and they wouldn’t meet the simple 
requirements. These requirements don’t sound particularly onerous, but the fact is, there are people who are trying to be AAs, 
or sometimes make it through to that, but don’t meet these qualifications. And that’s why I think, we need this as a minimum. 
Particularly since, in some cases, you can trace insolvencies to this sort of thing.

We’re living in a new age. You’ve heard this kind of stuff before – Morris, Penrose, Morris – and all that kind of stuff. This is 
real and the fact is that we are accountable and we’re going to be more accountable as time goes on – for example, Sarbanes 
Oxley. I mean, the pressures on the audit community are incredible. The Canadian Institute of Chartered Accountants (CICA) 
is rewriting its Audit Standards and that is why we have this new Audit Guide 15 that was being talked about this morning. 
Actuaries are in the limelight because of things like the Morris Review. And the Morris Review – even though it applies to UK 
– is being taken very seriously, certainly by us – by OSFI. I mean, we’ve done a whole study as to what things are there in there 
that we think should be implemented in Canada. In the United States, the American Academy is certainly looking at it, and 
very seriously wondering about the structure of their Standards Board, and a number of things of that kind. Australia, and a 
number of other countries, too.

We’re in this new world, standards are going up, and this whole thing is part of that development. I think, the whole idea here 
is, it’s a safety valve, it’s not a guarantee. We’re not saying that anyone who has a certificate is automatically a certified excellent 
practitioner, but it’s a minimum that people have to have in order to do the job. And I think we have to move to a stage where 
at least we can let people know that there are minimum qualifications, and that the holders of various offices meet those. That’s 
it for me, thank you.

Panelist Lesley Thomson: I must admit to being a little bit nervous, being up here, because I was asked to speak against these 
things. That’s so wonderful.

Moderator Allen Loney: Well, you were asked to speak.

Panelist Thomson: To speak … yeah that’s right. Yeah, Allen told me that I wrote the best letter complaining about this … so, 
get up here! But, you know, I heard Brian and Charles both mentioned it today as a way of ensuring that we’re protecting the 
public interest. So, I’m nervous that there’s a little bit of sensitivity around this. And then, when I walked in the room and my 
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name wasn’t over there. [Laughter.] And so I went out, and asked Sheila where my name was, and she found it in the garbage. 
[Laughter.]

Anyway, I want to start off by saying that I agree whole heartedly with the goals behind setting up these practice certificates, 
namely ensuring that work is of the highest quality and protecting the public. I mean, obviously, those are top notch or top 
on my list. My problem is that I don’t believe that the practice certificates, as they’re currently recommended, will accomplish 
these goals. And I’ve got three main reasons. You know just to cover myself, I’m not speaking for everyone opposed, this is my 
personal view only. [Laughter.]

The first reason is by far the most important, and that is, I believe that it’s dangerous to imply that a practice certificate is sufficient 
as a qualification to work as an AA. I mean we’re talking about giving a stamp of approval from the CIA, giving you a piece of 
paper or a certification saying, “You are qualified to be an Appointed Actuary.” And in my opinion, the qualification standards 
to get one of these things as they’re put out now fall far short of the true requirements to be an Appointed Actuary. 

To put it bluntly, unqualified actuaries could obtain one of these things, and to me this is a bad thing. It’s worse than what we’ve 
got, it’s worse than having nothing. To give something that says, “Yes you’re qualified to be an Appointed Actuary,” when you’re 
not. I won’t get into any specific examples. I’m not going to name any names – but I could. I think it does more harm than good to 
give the appearance of strengthening our qualifications standards, without actually strengthening the qualification standards.

And, you know, it may appear to be step in the right direction, and better than nothing. No, no, I don’t buy that. Anyway, 
the counter-argument that I’ve heard to this is “Okay, that’s fine Lesley, let’s just strengthen the requirements for these practice 
certificates so that they are good enough, so that we would be happy if someone had one these, they would be qualified to be 
an Appointed Actuary.” But you know, that’s simply not practical, the real requirements are extensive. I mean, you guys aren’t 
willing to write exams, are you? To prove that you understand the standards of practice? And it would have to be something that 
would done frequently too, like we’re talking about every year, every two years. It’s not practical. That’s the first main reason, 
and it’s the most important by far.

The second reason is, it’s a little softer, I think it divides the profession; they’re kind of three aspects of this that I don’t like. 
First, it’s that we’re just too small to start hyphenating ourselves, I’ve never been one to like the idea of calling ourselves pension 
actuaries or life actuaries or P&C actuaries. You know, there’s only a couple of thousands of us, and we don’t want to sub-di-
vide ourselves further. There’s also this, you’d have this idea that Actuaries with practice certificates are somehow better than 
actuaries without it, especially on the life side, and I think you’d end up with the situation where you need one if you were 
searching for a job just to be employable, just to prove you’ve kind of got the basics, and you know the dubious value will be 
even further diluted. 

And the other thing is it’s got this implication that Appointed Actuary work is somehow more important than other work, and 
you know I would say if we’re going to do this, we should do it for all work requiring an FCIA signature, not just for Appointed 
Actuary work. 

Okay, the third reason is kind of practical? I just think it creates unnecessary bureaucracy and expense. I mean we’d have to 
issue these things, monitor them. I mean talk about taking away certificates, whose going to decide whose certificate should be 
taken away. I mean we have to get these things renewed every year, every two years. Then there’s the discipline aspect of it. What 
if someone … I don’t even want to get into it; but it just seems to be a lot of bureaucracy and a lot of expense for something 
that I don’t see is of particular value. 

Now, to be more positive about this, because I am in support of the goals. I think you know there are some good ideas in here. 
I do think there’s a viable alternative that would support much of the goals, without having some of the problems that I see. 
That’s basically just to publish a meaningful list of requirements to be qualified for AA work and make it a part of the continuing 
professional development requirements. If it’s part of CPD, then it’s got an official stamp, so the CIA is requiring you to meet 
this list of qualifications in order to do this type of work. A list of this type could be extensive, we could say a soft thing like 
you have to have a deeper understanding of the standards of practice, not just that you’ve read them.



Délibérations de l’Institut canadien des actuaires, Vol. XXXVI, no 2, juin 2005

Les certificats de pratique pour les actuaires désignés et autres mises à jour de la Commission sur l’actuaire désigné (Session 6612) 6

And it could easily be extended to other types of actuarial work, so we could have a list for Appointed Actuaries. We could have 
a list for people doing pension valuations, and people doing pension valuation. We could have you know list of qualifications 
for all types of actuarial work. I understand that the main argument against this is the one that Allan mentioned and that is that 
self assessment of qualifications standards is flawed, and I do understand that. I appreciate that. I think that’s probably the one 
thing that I would support about the practice certificate idea.

I would argue that that is true for all types of actuarial work. But what’s more important to me is a meaningful self assessment 
is far superior to meaningless objective assessment. So, you know, if we’re in an environment where we’ve got to do this for 
the public perception, and because, you know, we can’t be trusted to assess ourselves, I say, if we feel we have to do this, then I 
think we have to do it right. I will volunteer, right now, to write the exam, that you guys have to write to qualify to get a practice 
certificate to be an AA.

Moderator Loney: Well, thank you, Allan and Lesley. I should have mentioned by the way, that there are copies of the presenta-
tions, but also of the actual document that was circulated to the profession. If anyone wants to refer to that document, if there 
are any questions, afterwards.

I’m going to cover mainly the feedback that we’ve received in response to the initial document that was circulated. That means 
my presentation will be in three parts: little bit on the current proposal: mainly on the feedback: and then little more on where 
we go from here.

First of all, the report of the committee. The first thing it said about this was it was unanimously approved by the committee 
before it was discussed with the Board, and they approved the circulation to the profession. That circulation took place on Feb-
ruary the 23rd and there was a cover letter from the President that essentially said, please respond to any part of the proposal 
you wish, but here are three questions, particularly, I might direct to your attention when you give us response. Feedback was 
sought by March 25. There was a little bit of criticism of that. Of course, the AA fraternity are emerging from particular intense 
time, just about the point of time the circulation of the proposal occurred, but we did actually allow you some extra time, in fact 
we received responses, and used them, up to about the 13th or 14th of April, I believe it was. The President requested feedback 
on all aspects, as I said, but specifically the first was alternative ways of strengthening standards to meet the perceived issue, 
or need, here. A second question was, should practice certificates be required for other types of work beyond the Appointed 
Actuary role? And thirdly, are the appropriate practical experience proposals which were the last page of the circulated, were 
they too easy, too onerous, about right? So those were the three questions that he was asking

Now, the feedback received. There were 36 responses, I think it’s fair to say, in viewing the respondees, that they’re from a pretty 
wide range of practitioners – life, non-life, pension – I wasn’t able to identify the backgrounds of all the responders. I’d also 
had mentioned that several from – maybe half a dozen of the responses were joint – a number of Actuaries had thought about 
this, and responded through one letter.

All responses were acknowledged, and I might mention that I’m planning, as we go forward working with this with the Ap-
pointed Actuary Committee, I’m planning to try and respond at least telephonically, if not in writing, to all the respondees on 
the substance of what they were raising. Some of the responses were in favour, a few of them, some of them were opposed, 
and certainly Lesley’s response was one of the most cogent responses from the people who were not broadly in favour of this 
measure. And most of the responses had suggestions for changes, improvements, editorialising some big items, some relatively 
detailed items. So here is some of the response. 

I’ve described that there’s a moderate amount of feedback on alternative ways on strengthening standards, and mostly it’s sug-
gests that strengthening continue on CPD requirements. But I have to say there was not a lot of specific feedback on how this 
might be achieved. 

There was feedback on practice certificates being allowed for other types of work. The feedback was mixed, a number of the 
respondees said, this should apply to all types of work which requires a FCIA’s signature. Others thought that it should not be 
expanded beyond AA work.
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And the one thing, I want to make clear at the moment is that the current proposal of the Board from the AA Committee deals 
with AA work only, and in no way does it anticipate or suggest the extension of practice certificates to other types of work.

Now this is one of the issues that we face in a profession that covers a reasonably broad range of activity, probably activity such 
as property and casualty, life actuary, pension, benefits, so on so forth is. Can we always stop and get everybody organised 
before we move forward or do different parts of the profession have to move forward at different times? Now, I believe that in 
the hurly-burly of the modern world where we’re seeing developments in the financial reporting field at the speed which is just 
compared to former times, almost bewildering, that we can’t wait for everyone to come along at the same speed. I would say 
that’s my personal view, but I think it’s shared by quite a number. 

There was feedback on appropriate practical experience. I would say in general, the feedback was biased towards the proposal 
not being strong enough. This was particularly with regard to the timing of the appropriate experience as it’s been certainly 
at the moment, it talks about having three years in the last ten of various types of experience which might be broadly called 
corporate actuarial work. And a number of people thought that was too long, in particular that the methodologies and practice 
were evolving too quickly, for say somebody who had experience in years eight to ten, and was there more than seven years 
ago, and had not been involved in that type of work to come straight in, and take responsibility for it. We are looking at this, we 
being the Appointed Actuary Committee, as we consider where we go forward from there and what response we should make 
to the Board. We are considering some changes to the recommendations in that regard.

It became clear that clarification was needed to the appendix A of requirements. Those are requirements that say things like, 
“demonstrate the equivalent of three years full time experience”, and then it gives a list of items determining the appropriate 
basis for valuing actuarial liabilities, DCAT report, and so on, so forth. Actually we muffed this because, at the last minute, 
we expanded it to include P&C. Unfortunately we didn’t change the heading which just says “Life Insurance”. So, in fact, the 
intention was that all of those things, with the exception of the asset liability management work, it was the idea was that all of 
those would apply equally to property and casualty practitioners or life practitioners. So, we do have to, at the very least, clean 
that up.

There were some suggestions of pricing experience was not appropriate for an inclusion in this. We really didn’t feel that was 
right because pricing work done properly surely must demonstrate and be familiar with enough knowledge of current practice 
of valuations since pricing does require you to know what reserves you’re going to carry. So, we felt that pricing work was ap-
propriate as one of the strands of experience that were expected from an AA.

And there was also some confusion regarding the phrase “most of the following types of work”. We wrestled with this and this 
is why it says “most of the following types of work”, and then lists five possibilities. We wrestled with being more specific about 
that, and than that. and we decided to leave it. That it was overly actuarial to say that, you know, should you have taken the 
square root of five during the last three years, or something like that. So, we left most of the following types of work, which 
certainly will at least suggest a majority, say three of those five strands of activity.

Similar feedback from life/P&C requesting, again, why workers’ compensation was not covered in these proposals, and the 
answer fairly simply is that, that does not require a specific AA certification therefore we set it aside for the moment. Not to say 
that the evaluation of the liabilities of such a plan are not very important. 

There’s an issue come up regarding some P&C companies, and certainly a good number of P&C blocks of business, actually 
cover business which essentially should be valued using what I’m calling here life techniques (that is CALM), and I think that 
would refer to long term guarantee products, a number of those with disability type features and so on, so forth. And that came 
up from two or three other respondents. It’s clear that we should maybe put a few words in there to try and deal with that 
specific issue. 

We had a number of questions asking about life experience for life, and P&C for P&C. I thought it was. I guess since I had a 
good hand in the draft, so I thought it was pretty clear, but it clearly was not from the response we get so we need to revisit 
that and make it quite clear that if we’re going to sign for the liabilities of a P&C company then it’s P&C strand of activity and 
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qualifications that you must satisfy, and similarly for life. In other words you can’t cross over, unless indeed, you happen to be 
that particular versatile person who possesses skills on both sides of the equation.

Other feedback, this is an important issue and I believe that Allan and Lesley touched on some feedback the practice certificate 
would not ensure that every AA was fully equipped to handle the job or would execute the job on a fully competent fashion. 
And let me pause, I mean, this is a pretty important point. And indeed you’re going to look a little bit like you know, a glass 
half empty, glass half full. There is probably no … in fact, I’d assert that there are no set of requirements that would ensure that 
no accidents happen in the future, even if somebody is qualified and competent at some point of time, they may let their skills 
dissipate. And indeed they may be having the practice expertise but they may fall down on the job for some reason, through 
lack of application or paying attention. But I think the general assertion of the committee was this, that the CIA was, and we 
collectively are, going to suffer if life insurance companies start performing badly, going insolvent. I don’t think it makes any 
additional difference whether there’s a practice certificate in place or not, and that we will be tarred with the results of that. 
But I believe the public will be horrified to know that somebody in a position where they’re signing under, a usually a pretty 
significant liabilities, all they have to do is pass some exams in their twenties. And then ten, twenty, thirty years later, regardless 
of whether they have addressed any of the Appointed Actuary type activities on the interim, that they’re good to go – provided 
they say, they’re good to go. And quite frankly, I would assert that they’re just simply does not meet the goverance requirements, 
and the public expectations that exist nowadays with the heightened sensitivity to corporate performance. 

So, no measure can guarantee it, but I’d assert that this is a step in the right direction. It sets threshold requirements. It should, 
at the very least, ensure that no one who is clearly unequipped to carry out AA duties takes on an AA job. Not if I’d say that’s 
a modest objective, but as we heard from a couple of cases here, these things happen. And this would be a step which would 
make the chances of it happening in the future noticeably less.

I had some quite testy responses regarding disciplinary record, and I think it was to the effect that the duties are assigned to the 
Committee on Professional Conduct, and that here the EEC would be entering into the equation, and on reflection we thought 
that was correct. Obviously disciplinary matters are very serious and it’s utterly important that we follow really well tried, signed 
procedures, when you come to something as serious as possible a sanction that effects somebody’s reputation and career. And 
we have a body that does that, I know they spend an incredibly amount of time on the relatively few cases that do get into this 
arena, and that I think we’re going to amend the proposal to leave the responsibility with those people.

Also there was an issue regarding, what I could probably call, past sins – that it was not fair to put a black mark against those 
people, I think I can put it that way – because they’ve already had their case heard and whatever sanction was taken, was taken. 
And now to expand that sanction was not appropriate. So we’re likely reconsidering some changes in that regard, and those are 
likely the directions will be going in when we re-constitute this proposal.

There’s the issue of creating different classes of actuaries, and some respondents certainly suggested that the issue of practice 
certificates did that. I would say, in this regard, that there’s no question, that there are different types of actuaries, without any 
question. We see here we’ve got different themes that run through our Annual Meeting here for the various types of practitioner. 
I don’t think anyone is saying that any of those streams of people are better or worse than the others, nor I believe in introduc-
ing the concept of practice certificates that we’re saying that if somebody has one of those. Except in the narrow way of being 
capable of performing the AA role, those people are not any better or any worse than anyone throughout our profession. So, 
I certainly … and I don’t think when we discussed this with the committee that there was much acceptance that there was a 
divisive situation here. As I say, we do many different types of work, and to me certainly, and to us … [A brief portion of the 
session recording was unavailable for transcription.] … it is surprising there are different requirements that may be needed 
before embarking on different types of work.

I know certainly, that I have pension actuaries come into my office from time to time regarding our own pension fund and we 
always have to be careful to start with a half hour primer on basically how pension actuarial practice works nowadays, because 
unless you actually operate in that particular field, you’re not going to be able to keep up. 
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So very different requirements for different types of work, but they’re different, not better or worse is what I would say. And the 
other thing, too, is that, this type of differentiation is not uncommon, in fact it is common. In other professions, I’m thinking 
here of auditing is a good example and another is healthcare, I mean where you’re really don’t want an eye specialist operating 
on your cancer, you need people who are qualified under specific specialities. So, this is not really new ground for professions 
as a whole. 

Some feedback suggests that there should be higher requirements for an actuary performing peer review. (There’s those higher 
and better words again.) On reflection, we didn’t feel this was practical or necessary. We are planning, I think Allen sort of al-
luded this a little bit, we’re planning to extend the scope of the work as far as we can because the issues around the new audit 
guidelines are coming out are not fully formed as yet and it’ll be sometime before they are. But I think, we’re going to try and 
anticipate that type of activity as we finalize these proposals.

Finally, let’s move on to the way forward. The recommendation is being redrafted at the present time to reflect the feedback 
we’ve received so far. I’d say we’re open to feedback at this meeting today and over the course of the next month, as the redraft 
is prepared. And the AA committee has been asked to send a redraft of the recommendation to the Board for consideration at 
its September meeting which I believe is more or less coincident with the AA seminar in September. Subject to Board approval 
– a very big subject – and further subject to members’ confirmation at the General Meeting in November. It is planned that the 
practice certificates would be in effect for 2005 year end.

And the final item I would mention is that it is expected that there will be a session on practice certificates at the September 
AA Seminar in Montreal.

So, there you have a summary of the feedback we’ve received, and how things are going to move forward from there. With that 
I will throw the floor open to the audience to ask questions or to make comments on the material we presented. 

Panelist Brender: Just one thing, just to make it clear, I’m not picking on this person because I mentioning this, waving this 
document around. First of all, it’s public, and everybody in the CIA got a CIA announcement, I believe, last Friday notifying 
that it is public. That’s the Institute’s policy, therefore, that’s his case. 

Second thing is, that when you look into the disciplinary process, one of the reasons that the Institute gives for having a process 
is to teach members about what to do, and what not to do. And it is considered part of the Institute’s educational process. In fact, 
some of these cases might be discussed in ways that are beneficial to improving practice in general. So I think, this is perfectly 
consistent with that. And in just in case anyone thought I was picking on anybody, I think this is the way we operate.

Panelist Thomson: Would he have got in under the grandfathering clause?

Panelist Brender: Yeah, he might have, but only for a year.

Panelist Thomson: One question I want to ask, is there anything in the qualifications about familiarity with the company. I think 
that’s an important part of being an AA.

Moderator Loney: Yes, you’re implying, possibly, that someone in a company would hopefully have developed a…

Panelist Thomson: The other way around. Somebody with no familiarity with the company isn’t qualified to be an AA for that 
company.

Moderator Loney: Right, right, familiarity to the company. That might be a consideration, yes.

Panelist Thomson: And you mentioned full time work. I only work four days a week so …

Moderator Loney: Oh, you’re very fortunate. [Laughter.] I believe that would likely qualify for full-time.

Panelist Thomson: Full-time. [Laughter.]



Délibérations de l’Institut canadien des actuaires, Vol. XXXVI, no 2, juin 2005

Les certificats de pratique pour les actuaires désignés et autres mises à jour de la Commission sur l’actuaire désigné (Session 6612) 10

Moderator Loney: Yes sir. I think it necessary to state your name by the way just for the record.

Mike Kavanagh: I’ve been involved with peer-review and audit review for a few years, is it the same certificate that applies to 
both or is there a separate one which will apply for an Appointed Actuary and a peer reviewer or an audit reviewer?. 

Moderator Loney: I believe as things stand, it’ll be the same one for everyone.

Mr. Kavanagh: So, that would imply that you could switch back and forth?

Moderator Loney: I would think so, yes. Yes.

Mr. Kavanagh: Okay. The other thing that I have seen are P&C companies that exclusively write health insurance, and there’s 
always an issue of whether or not P&C accounting applies or the life insurance, because my understanding of the standards 
is that the CALM applies to life insurance, period. You can use approximations to CALM, but you must say that this is an ap-
proximation to CALM. 

Moderator Loney: Yes, I was the one who was mentioning when I came up, and I’d have to confess that we’re going to have to 
do a little more digging into this, but I think the issue really was how does the characteristics of P&C liabilities, or the charac-
teristics of life liabilities … long term annual premium business which would fall under life type practice even though it might 
be literally property and casualty.

Mr. Kavanagh: One last point, I would suggest that there not be any fee for obtaining such a certificate if it’s in the public inter-
est. That the CIA should look after it from its general revenues.

Panelist Thomson: I’ll have another fifty dollars. [Laughter.]

Moderator Loney: Actually, there was surprisingly little feedback on the fee; I was quite surprised about that. In fact, I’m pushed; 
I think there was one response said there should be no fee. That might have been yours. [Laughter.]

Mr. Kavanagh: I would hate to see a gun registry come in. [Laughter.]

Panelist Brender: Let me just contrast that with UK, where the fee, in fact, was £150 a year, so annual. And I think that the UK 
right now, because of all this stuff with Morris and so on, they’re having to deal with tremendous amount of work which, in sort 
of a cost accounting way, they attribute to these approved functions. In fact, they’re putting a lot of that cost on to the practice 
certificate, and I think practice certificate fees are going up to around £700 – something like that. 

I’m not advocating it, that’s what the CIA should be. I just want you to know that’s a place in the world this is what’s going 
on.

Stephen Sullivan: I think, whether it’s a practice certificate –which I support – or would be increased continuing professional 
development requirements, I think it has to be monitored by somebody other than the individual. I don’t think our public … 
can you imagine a story out in the paper there if this discipline case was in the paper or if it was a doctor, and such, and you 
know the regulatory body said, “Well, this individual performed heart surgery because in their own opinion they were quali-
fied.” Well that would not seem that that body seriously protecting the public interest. I was wondering, Allen, if the committee 
looked at all at what other professions do to ensure that practitioners have adequate training and experience in a particular area 
of expertise in terms of being certified or whatever.

Moderator Loney: We did a little – I stress a little. I know I mentioned the medical parallel, I think the one we talked about 
most was the audit one where I think the firm has to have the certificate to practice as an auditor, and just being a firm of ac-
countants isn’t enough. I don’t believe there are anything in terms of specific exams, or courses even like that, that have to be 
sat for that. But that probably could bear some further examination though.

Mike Lombardi: I have a combination of comments and questions and some of my comments are just reactions to what I’ve 
heard. I still feel very sensitive of this false sense of security of the practice certificates. And I think it’s coming from the very 
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low bar that we’re starting off with. Allen you mentioned the glass being half empty versus half full. I think of it more like a 
completely empty glass with few drops, in with a promise of a few drops more later, on over time. So, if the requirements could 
come close to eliminating half of the actuaries one would think are practicing inappropriately then, I think, my personal view, 
is that this would be a lot tougher standard than what is being proposed. 

The grandfathering bothers me a lot because, you know, as was mentioned just a few moments ago, this one case probably 
would have sailed right through on the grandfathering basis.

And I was thinking you know rather than just coming up with complaints what would we do differently. Maybe you could have 
an effective date, two or three years, you know if we can’t review everybody and give everybody a certificate right away and the 
grandfathering is so that we could stage this out. I was thinking, maybe you could stage it out and have an effective date two 
years from now and two years might be an effective time to consider all the people who are requesting a practice certificate, 
but then the clock hits two years and everybody would have actually got their practice certificate with no grandfathering. So, 
I’m really worried about grandfathering.

The one size fits all is bit of a concern to me. life and P&C companies comes in all shapes and sizes, I’ve seen some with almost 
minimal liabilities – unearned premium here and there, maybe a little incurred but not reported (IBNR) – and you could prob-
ably do the AA work there in half an hour. Others would take you years to really do a good job, if you haven’t got the training 
or experience. I’m really worried that what we’re going to give out is a vanilla practice certificate, which means this is good for 
everything. “Admit One” to wherever you want to be admitted. So, maybe, I’d like the committee to think a little bit more about 
whether the one size fits all makes sense.

Lesley mentioned an exam. I don’t know if we have to go to that route. My experience is that if you had three or four people 
from the Committee on the Appointed Actuary, or some seasoned AA’s, just do a half hour interview with somebody. And Al-
lan. I think. in a case you mentioned. probably I’m sure during a half hour to an hour discussion with somebody – if you start 
talking about ultimate reinvest rates, and what do you do with respect to CALM – you can fish out very quickly if somebody 
hasn’t read the standards, or doesn’t have a clue what you’re talking about. I don’t think you need 400 hours and sitting in an 
exam. So, maybe, it’s not as extreme as Lesley said, but something more than I’ve read the papers. I mean, then we’re back to 
self assessments, you’ve read them, how do we know you’ve read them – and were you paying attention when you read them? 
[Laughter.]

Panelist Thomson: Were you asleep when you read them?

Mike Lombardi: Right, I think I’ll stop there.

Panelist Thomson: I think that’s a good idea actually, the assessment. I was just going to say I agree with pretty much everything 
… I used the example of an exam kind of an extreme to illustrate the point. If we are going to do this, we have to do it right. 
If we’re going to say, that we’re monitoring who is qualified and who isn’t, we better monitor who is qualified and who isn’t. 
Otherwise, we run a huge risk of saying we’re monitoring who is qualified when we’re not – that’s got to be worse!

Mike Lombardi: Sorry, I said that was all, but I do have … [Laughter.] It’s not clear in the proposal exactly who grants these 
certificates within the CIA. CIA is a very complicated beast, we have fifty one committees, we have EEC, PSC, MSC, and the 
Board and this and that. And I guess my concern is what I’d not really like to see develop is that this gets delegated down as it 
moves from the Board to the EEC or down to some committee, you’re going to end up with a bunch of – no offence – but perhaps 
actuaries are not AAs at all, judging on whether an AA is qualified because we rotate people every three years and people come 
on and off committees. I’d like some – what’s the word? – expertise or seasoned people in this granting body or committee, and 
I wouldn’t be averse to having some regulators or people like that also on that body anyway.

Moderator Loney: To just regarding that, I thought it was clear it was the EEC … that was the intention certainly up here the 
EEC would be the… 

[Mr. Lombardi made a follow-up comment off mike which is unavailable for transcription.]
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Moderator Loney: I’m not sure whether that’s legally the situation, but they are the people who say, “Yes, give it” or “Do not give 
it” in the same way as they do for fellowships at the present time. The idea would be to have a parallel structure to do that. Your 
idea of the exam, I’m not totally against that either. I sat for some exams at the age 37, I think, to be able to sign a Canadian 
statement when I came here from Britain, although they’ve gone back to giving away an FCIA for free if you’ve got an FIA. But 
I don’t think the exams are practical. We have to remember process here a little bit. I am worried about you know college of 
elders who sit in judgement on the rest of the world without terribly well defined guides, other than gut feel and a little chat 
afterwards, as to whether the person can really do the job or not. Maybe I’ve spent too much time in the United States worrying 
about things that. Allan, is there anything that you want to …

Panelist Thomson: I was going to say that one size fits all is a very good point there. Like, it wouldn’t take much to be the 
Appointed Actuary for a little closed block that’s in run off, a branch, which is a lot more different than being an Appointed 
Actuary for Sun Life, or something.

Moderator Loney: Yes, that’s an issue we did think long and hard, and we recognise it is an issue but when you think about the 
practicalities of how you would differentiate it, we decided to pass on that, at least for the moment.

Monique Tremblay: I’m not an AA, and I would never dare to pretend to be one either because I would never qualify, but I 
totally agree with Lesley that we’re tackling the issue the wrong way, as far as I’m concerned. We need CPD with teeth, we need 
check lists, we need for the actuaries – not only as AAs, but in any field – to know what is the core of the speciality we’re in 
and make sure we have the basic knowledge there. I think we have a better track of thinking with the proper governance, and 
having stronger standards and having standards faster. That provides more confidence, but I’m totally against anything that 
gives a false sense of security when we’re not really checking the depth of the people in the role. And for the same reason, the 
grandfathering to me doesn’t work.

David Congram: I certainly have a lot of sensitivity to the meaningless public, and I’m quite sensitive to the comments that Lesley 
made. Although I also fully understand OSFI’s concerns, and so I really think we have that difficult job to do. Couple of points 
though, that I’d like to mention. The real issue here seems to be concerns about what’s going on in the outside world, and when 
I read these documents, it all dealt with the experience and qualifications. Yet, the concerns as I understand them are concerns 
about conflicts and concerns about independence coming down from the outside, and that’s what I heard this morning when 
we talked to the auditors, in terms of how they’re going to respond to the situation. So, when I put those two items in, it says 
to me there’s no guidance if you’re going to issue a certificate, there’s no guidance as how do you going to deal with conflicts or 
how you deal with independence. I mean in the UK, they now have the concept of Appointed Actuary who is the participating 
policyholder distribution actuary, and then they have another Actuary who potentially, I guess, represents the shareholders. So 
I guess, I’m really questioning has the committee really been thinking about, as we move forward, what’s the role that the Ap-
pointed Actuary really should be playing, and how we address some of these conflicts and independence issues.

The other item that I wanted to say is, I’m really sensitive about life for life and P&C for P&C. I go back to when I first became 
an Appointed Actuary – which is like a long time ago now – but I remember that I felt qualified to become a life Appointed 
Actuary but the job had to require that I sign for P&C company as well. And that really put me back and I went to my employer 
and I said, “Oh, I’m not sure that I’m qualified for this assignment.” My employer was kind enough to say to me, I think, you 
should go back and talk to the Canadian Institute. So I phoned the President, I talked to the President, and the President told 
me “Well, David you don’t have the experience requirement yet on the P&C side but we do need people like you who have had 
real experience and knowledge in terms of how you make judgements about assumptions. And therefore, what you should do 
is get a P&C actuary to work for you who would be able to ensure that you’ve got that additional technical background.” And 
they encouraged me, in fact, to accept the appointment. 

So, I’m not quite sure we’ve got of all that worked out for a particular situations and I just give that as we little background to 
my experience.

John Walker: I’m just not clear on the purposes of the certificate. I’m not for or against it, but is it to identify the worthy, or to 
exclude the unworthy? Because, for example, if Sun Life surely has the ability (like this example has been used) to find a com-
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petent Appointed Actuary without relying on whether they’ve got a certificate or not, I mean, there’ll be lots of people … like 
suppose they had a certificate, if they go and pick one, shall we say, from the bottom of the class, shame on them. Like aren’t we 
more worried about companies that don’t have the in-house expertise to make such a selection, in which case, I presume we’re 
not talking about Manulife or Sun Life, and I’ll stop the list there. Or Great West. I mean, I don’t want to insult somebody say-
ing you’re on and off the confidence list, but also that probably lowers the bar. I mean our purpose sounds like it is to identify 
the people who shouldn’t be doing this work, because there’s a vast span of people who could do this work, or could deal with 
training, or with assistance say for a small company, and for a closed block. You’re right, we can’t come up with a hundred levels 
of certificates. There’s probably one level, and I seem to be beginning to suspect that the purpose is to identify who’s below it, 
not the competence of the people above it.

And it might have been on one of the slides, but I assume this changes absolutely nothing throughout the other requirements 
about self assessment, and responsibility. It’s just something else. If someone does, for whatever reason, have poor judgement, 
it’s another way of getting them. And there are no guarantees that we’ll get everybody.

Panelist Brender: From my personal, and I guess occupational point of view, I say this to both you and David: I really think this 
is about competence, not about conflict or independence. I think it’s about not who is worthy, but keep out the incompetent, 
and that’s certainly is the essence of what I think I was saying in terms of those examples. There are people doing the job who 
shouldn’t be doing the job. I don’t regard these … and remember, I said it in E-15; these are the minimum standards in order 
to be considered suitable. It doesn’t mean that these are the standards you have to meet in order for us to think you are the 
world’s greatest actuary. Okay?

Panelist Thomson: I think it’s a good point you made there actually, because I think that’s the crux of my concern with it. Is that 
what it’s being drafted to do is weed out the really bad, but it’s going to give the unfortunate impression that what we’ve done 
is identify those who can do the work. And so I’m more worried about giving a stamp of approval to somebody who isn’t really 
qualified to do the work. I think that is a something we really can’t afford to do. I think it will be worse for our reputation. I 
don’t have a problem with weeding out the bad, if that’s all it was. 

Moderator Loney: Although you could say we’re giving a stamp of approval to all two thousand five hundred FCIAs we have at 
the present time, because it’s the same process ,albeit usually at a much earlier stage of career, I don’t think we want to oversell 
what we are doing here. We’re looking to, I believe, exclude those who are not competent, and demonstrably not competent. 

I think its awful thing for our profession to have people practicing in what are very clearly pretty responsible positions where 
they’re not qualified, and eventually actions will occur. We’ve been in a pretty good financial situation for quite a number of years 
now in North America, but eventually we’ll see companies start to struggle again. I think the consequences for the profession, 
if it was perceived by the media and the public, that really you didn’t have to have done very much to become an AA in these 
companies, I think, would have a terribly deleterious effect upon our profession.

August Chow: I guess I’ve been to a number of sessions the last two days, and I think that this is probably the session which 
have the most comments from the floor. Anyway, like Charles Macleod said over lunch, I want to congratulate this committee 
for putting this together. I know it’s been a controversial, you know somebody wants to set a very high standard, but someone 
will say if we had a common standard, you must start very low. But anyway, when I listen to all this, I think the practice cer-
tificate, you know the external review, the AuG 15, to me I think it is like a package. I don’t think it’s a guarantee like you have 
a driver’s license. Does that guarantee you’re not going to have accident for the rest of your life? I don’t think anyone can say 
that guarantee, I think this is sort of minimum standard, but having said that I think that’s why we need peer-review, external 
review, that’s why we need auditors, right? 

And just one more point I noted, you have one slide – I think that’s the last slide – the alternative is to have a list of all the top-
ics. But being the devil’s advocate, you may come up with a list of audit Papers to read, but there’s no guarantee that that person 
will read the papers, as well. So, how good is our alternative?
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Panelist Thomson: I actually meant that to include what we think are the qualifications as well as what you’ve read. I know, I 
agree that this self assessment is always going to be an issue but for me, again, meaningful self assessment is worth something 
for the vast majority of actuaries. You know, to implement something for a few bad apples, it’s going to make the process worse 
– to me a mistake. I mean we can weed out the bad apples, we do it, and we’re quite vigilant about it and …

Moderator Loney: Long after they’ve done the damage, though, that’s really the issue … 

Panelist Thomson: All right, all right, I guess that the trouble is it’s the not so horrible apples that I’m worried about.

Mr. Sullivan: There are a lot of processes in society designed to weed out the bad apples. It’s like doing a background check on 
a person who wants to be a teacher, or work with youth. You know it’s not perfect, and it’s really designed to exclude that small 
group. Self assessment is great and it does work for ninety five percent of the people, but it is after the fact.

Moderator Loney: Thank you, Steve. Well, we’re now at 3:32 pm, and my guess is we’re right at the end of our time, and prob-
ably in a rush to get to the airport. So, thank you very much for your input.


