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Moderator David A. Short: This is the open forum to discuss the report that was released in April of the Task Force on the Role 
of the Pension Actuary. My name is David Short. I’m a member of the Practice Standards Council, which is going to deal with 
the final recommendations of the task force. Our speakers are Randall Dutka, and Patrick Flanagan both of whom are mem-
bers of the Members Services Council which set up the task force last year. Randy is the Toronto Retirement Practice Leader of 
Watson Wyatt. He’s a long time contributor to the Institute and something of a bear for punishment, having served two terms 
on the Board. Pat Flanagan is a Partner with a fine firm of Eckler Partners Ltd. and is also a former Member of the CIA Board 
and a former Vice-President. 

I’m sure you have all read the forty-six page report form cover to cover ,so I won’t read it to you again. The purpose of this ses-
sion is not to hear lengthy presentations from the panel but rather to obtain feedback from members but I’ll start with a little 
background, and then Randy and Pat will briefly review some of the key recommendations. 

Members may ask, “Why yet another Pension Task Force Report, and a lengthy one at that?” However, the other reports that 
we’ve been seeing over the last few years have mainly focused on pension plan funding issues. This report focuses on issues of 
professionalism, and is in part a response to demands for greater transparency in the work of pension actuaries, and professionals 
generally, partly in light of situations such as the Enron scandal and the recent criticism of the UK actuarial profession. 

The report recognizes that the standards of practices that may have been adequate by the standards of 1995, are probably not 
good enough today. There’s a lot of emphasis in the report on disclosure and dealing with conflicts of interest. As the recommen-
dations of the task force turned out to include changes in standards of practice, responsibility for the task force and for dealing 
with its recommendations has been transferred from the Member Services Council to the Practice Standards Council. 

The process going forward is that feedback received from members and other stakeholders who have also received the report, 
including the comments made today, will be taken into account when the task force issues gives its final report in the fall of this 
year. The deadline for comments is June 30th, which I think, is fairly close but I’m sure that any written feedback received by 
the task force over the next few weeks will be considered. The handouts and slides show all of the task force’s recommendations 
and we can discuss any of them, but Randy and Pat will be addressing only those of them they consider particularly important 
or controversial. So, that’s it for the intro, I’ll turn this over to Randy.

Panelist Randall J. Dutka: Good, thank you. David suggested this is supposed to be a discussions group to get your input, not 
for us to just to read the recommendations to you but we’ll go through them fairly quickly. And what we’ll do; I’ll just give you 
a little bit or few of the thoughts that went behind the thinking of the recommendations. 
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I don’t think Recommendation 2.1 is like one of the more controversial ones; it’s a small change to Professional Conduct Rule 
7. The discussion behind the recommendation is really focusing on the issues of objectivity, loyalty, confidentiality, and all these 
very sensitive issues that we have to deal with. There’s significant discussion on the internal conflicts of interest, and the use of 
the, I’ll use the term, “ethical wall” when actuaries are working in conflicting situations that could be seen as a conflict of interest, 
but very quickly as they point out nor rarely do people perceive these things to be an absolutely airtight situation. So, by and 
large they felt that the current rule was pretty much okay, and can handle most situations but felt that it just needing a little bit 
of tweaking, and put in a little bit more explicit authorization in these kinds of circumstances. So, dealing with confidentiality 
in conflict of interest situations, so it’s a pretty small tweak, I think. 

Recommendation 2.2 starts with a long discussion about judiciary responsibility and duty – of course, in Canada we’re avoid 
using that term, as much as we can, we don’t particularly see ourselves that way – but we get into a long discussion of our duty 
to our clients and point out that there’s been no case in Canada where an actuary has been found to have a fiduciary responsi-
bility. But nevertheless there’s no question that the audiences that use our reports have higher expectations on our behaviours 
and the kind of work that we do. So, I suspect they will just keep pushing harder and harder on us to be more explicit about 
our relationships with our clients. 

The conflict of interest issue is obviously very important, and they point out in every report that there’s two major ways you can 
have a conflict. One of them is your own interest – your own personal interest where you are personally conflicted – your spouse 
is a member of the plan or something like that. And the other one is where you have two actuaries in the same firm providing 
advice to clients who are in a conflict situation. And I’ve always felt and I think most of us feel that it’s really important to dis-
close all conflicts, and potential conflicts. I think to a great extent that solves a lot of our problems. But this recommendation is 
really just saying that we have to be a lot more vigilant about this. And I think this is a pretty important one and pretty hard to 
argue with, especially with the kind of criticisms that the profession got in the UK. So, I think Recommendation 2.2 is a fairly 
important one, just being a lot more explicit about disclosing conflicts of interests.

Recommendation 2.3 has to do more with a financial relationship. This was also another discussion about disclosure to other 
indirect users of the report. I mean, normally, we have a pretty good idea who’s going to get our report, who’s going to use it 
and what our relationship is with them, but more and more there are reports that are being used by a broader audience. And 
Recommendation 2.3 is to really make sure the actuary in the firm is financially independent of the client, or at least discloses 
what their relationship is – again more disclosure.

Recommendation 3.1 was really getting into the role of the valuation actuary, the funding valuation and the accounting valu-
ation, costing studies, the different kinds of roles we play, and quite a lengthy discussion of what those roles are like. I think 
that’s worthwhile background reading. How we behave in merger situations, risk analysis, and those kinds of things, and how 
these different relationships, and different kind of work, can give us a challenge to our professional integrity. 

So, these are pretty high level recommendations, of course, not really specific like we heard on the earlier sessions about the 
other task force changes, but really it’s trying to identify a lot better what our roles are in creating the valuation reports. They 
discuss the challenges, the issues that we have, accounting reports, the ability to manipulate our clients’ earnings, doing wind-up 
valuations, and things like that. All these potential jobs of course are a potential for some conflict of interest, and what the task 
force is recommending that we change the Standards of Practice to increase our disclosure in these kinds of situations.

Recommendation 3.2 is along the same line. Again, more issues with respect to guidance on assumptions. I was just talking to 
Pat earlier about, still a lot of reports really are kind of minimalist and provide little value and I think that a lot of a thrust of 
these recommendations is to provide not only more of disclosure but more information so that the reports have more value to 
their readers. 

And finally Recommendation 3.3 along the same line, getting back to the standards of practice, and working on how we should 
be doing surplus attribution on plan wind-up as being a professional standard. I said five minutes – that’s pretty good, eh?

Panelist Patrick F. Flanagan: Pretty good, he talked pretty quickly.
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Panelist Dutka: Yes, I know. I know.

Panelist Flanagan: I don’t have as much to say, I’m going to speak more slowly. For the third time, I’m going to remind you that 
this is an open forum, so we’re not here to explain these recommendations, and that we’re not also not here to defend them. So, 
if you don’t like them, don’t blame us, blame the task force. But having said that, I think, the task force should be commended 
for producing a very thorough, if somewhat lengthy, report. And while people might not agree with every recommendation in 
here, I think the Report was pretty well thought out. I understand, too, there was an awful lot of vigorous debate that went on 
in preparation of the report.

Moving along with Recommendation 3.4, it’s somewhat parallel to Recommendation 3.1, although 3.1 talks about disclosure 
and 3.4 talks about implementing three specific recommendations of the task force on PPPPPF. [This is a reference to the Task 
Force on Public Policy Principles of Pension Plan Funding.] And this recommendation reflects the thought that there should 
be a separation of roles of the client, where the client’s role is to select a funding policy, and the actuary’s role is to assess the 
adequacy of that policy.

In the preamble to the recommendation, the task force did deal with the need to ensure that when there are discussions with 
the clients about assumptions, that the discussions should reflect the confirmation of the policy decisions that properly belong 
to the client, and should reflect information that the client can provide that will improve the validity of valuation assumptions. 
But the actuary has to walk a fine line and avoid inappropriate influences that the client might try to make on the assumptions 
to be made by the Actuary.

Recommendation 3.5 deals with the proposal that there be consultation between the Canadian Institute of Chartered Accountants 
(CICA) and the CIA, to clarify the expectations of the accounting profession, particularly in some of the grey areas that emerge 
whenever accounting valuations are being done. Dealing with issues such, ambiguous plan terms or plan benefit expectations, 
legal uncertainties relating to things like partial wind-ups, and so on. Again, the goal here is simply to have a better dialogue 
between the actuary and the auditor, and make sure everybody knows who’s responsible for what. 

Section 4 of the task force report deals with the role of the review actuary, and there are three recommendations in there. The 
task force was not concerned about internal or peer reviews, they’re focusing only on external reviews, which would be a review 
that is requested either by the client who had another actuary prepare a report, or by some other user of an external report. So, 
Recommendation 4.1, introduces the concept of the independent review, and imposes some fairly strict conditions in order to 
establish that a review is independent. Although it’s not on the slide, I’ll just review this for those of you who haven’t committed 
this to memory.

A review actuary can describe his or her review as an independent review, only if both the review actuary and the review actuary’s 
firm are not connected organisational or financially to any plan stakeholders, the valuation actuary or the valuation actuary’s 
firm and have not received any direct or indirect compensation from any of the plan’s stakeholders in respect of any services 
in the last three years, and will not receive any such compensation in the ensuing two years, other than remuneration for the 
independent review engagement, and participation in the rectification of any problems identified in that review.

So, that’s a fairly strict interpretation of what constitutes an independent review. Recommendation 4.2 suggests some changes in 
the standards of practice to implement their suggestions, and Recommendation 4.3 suggests that the CIA should provide some 
more guidance in the area of review of the work of another actuary.

And finally Recommendation 6.1 comes as part of section 6, which is fairly lengthy and compares the environment of pension 
actuaries with the environment of the life insurance company appointed actuary, with respect to the governing, legislation and 
work environment and the standards of practice that govern the work. The task force thought that pension actuaries could learn 
something from our colleagues in the life insurance industry, and suggested that the Pension Plan Financial Reporting Committee 
should review the Life Standards of Practice and adopt some similar standards. And that is the end of my quick review. 

Moderator Short: Thank you, Randy and Pat.
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So now it’s time for your questions and comments, we will conclude by 3:30 p.m. so those of you on the 5:15, will be able 
to catch the bus, and in fact we may not need all of that time. As Pat noted, none of us on the panel served on the task force 
which as two consequences we’re not really able to answer any questions about the thinking of the task force, but we’re really 
looking for your comments. The second implication is that you can be as abusive as you like about the task force, because we 
weren’t on it.

So, the task force is particularly interested, though, in hearing your comments. None of them are here, I believe, but they did 
ask that the session be taped so they could get all the comments. So, when you are making comments, could you please the 
floor mike and identify yourself. So, anyone have any thoughts? Thank you, Mark, the bus isn’t going yet.

Mark Campbell: I was troubled by Recommendations 3.2 and 3.3, and the reason is that it seems to me these things are either 
entirely legal issues, or at least fraught with legal issues. And I have a really hard time believing that we’ll be able to come up 
with very prescriptive guidance that says whether you should anticipate, for example, future wage increases or not. It’s a matter 
of law in some jurisdictions, but I would submit it’s a matter of contract law in all situations. Likewise the standard of practice for 
surplus attribution on plan wind-up, I mean this is a minefield for sure. And so I wonder if a better recommendation wouldn’t 
be to produce a research paper/educational note that talks about different issues to consider in doing work of this kind, rather 
than a standard of practice that implies that we have the answer.

Moderator Short: Thanks, Mark. On the surplus attribution issue, I know, I’ve been involved in a couple of legal situations 
involving that, and one of the questions that’s always asked there is “What does the actuarial literature have to say about surplus 
attribution?” And the answer is nothing, and it’s kind of embarrassing. So, it would be good to have some literature on that.

Ron Olsen: I guess one recommendation just puzzled me, so I’ll ask and maybe someone here will have a brainstorm to share 
on this one. Recommendation 2.3, when we talk about amending the rules for standards of practice to required disclosure in the 
report that the actuary’s firm is financially independent of the client. Well, it’s a client. You send a bill at the end for the doing the 
work, so … I guess I’m not quite sure how that would be implemented. Is the thinking that if a client is sufficient percentage of 
a firm’s revenues, that would be disclosed? I mean, any client you are going to send a bill to you know, it’s not semantics, I mean 
they’re not … you’re not financially independent. They’re a client! What would be the thinking, any thoughts on that?

Moderator Short: My recollection from my reading of the report is that the authors of the report didn’t consider that, the fact 
that you’re actually charging a fee for your work to be a degree of financial dependence that would need disclosure. I think they 
were talking more about, possibly, if you’re preparing a report on your own firm’s staff pension plan, then you’re not financially 
independent, obviously, but there would be some grey areas. We don’t know if anyone else has any thoughts on that particular 
issue – whether the fact, that you’re charging a fee does breach the financial independence test.

Stephen Bonnar: It seems to me on that issue – and I’m going to stay up here to make another comment – but it seems to me 
on that issue that there is a danger we get caught in the audit firm issue of needing to separate auditing from consulting. In this 
case, separate valuation work from other consulting. To a certain extent, we’re not financially independent from our clients, we 
only survive by getting paid by our clients – collectively. Maybe not each individual client, but certainly our clients collectively 
support us in the work that we do. So, it’s an area, it seems to me, that needs to be carefully defined.

Panelist Dutka: Can I just comment on that. They talk about that and they are saying that, it is desired, to put in the quotes: 
“desirable for a professional to be financially and organisationally independent of the client or any other entity relying on the 
professional’s advice”, but they also say that like “it’s not necessary or appropriate to carry this to the extreme”. So, they are 
focusing on issues where like you’re a member of a plan or other kinds of unusual things. But so I mean, they have their feet 
on the ground but they’re quite keen, I think, on making sure that everybody understands, whose getting paid to do what, and 
what the potential conflict is.

Mr. Bonar: I mean there’s a huge issue, and I’m not sure what the resolution is, in a small practice or a small part of a practice 
that has a significant part of their revenues represented by one particular client. Again, I wish I had a wonderful answer to that 
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but that’s a potential issue. because there is the potential for conflict, there’s certainly the perception of conflict in that kind of 
a situation.

The comment that I wanted to make related to Recommendation 3.5, and express a little bit of frustration. I like the concept of 
that last bullet point “strengthening the requirement for dialogue between the actuary and the auditor”, however, I’ve experienced 
a lot of frustration in actually trying to accomplish that. 

I work in the pension area a hundred percent of my time. The auditor has a broad range of things that he or she deals with, 
and I’m talking about the audit manager or the audit partner, as opposed to the pension expert within the audit firm. And so 
it’s rarely possible to have a productive discussion as to the right thing to do, without sort of wandering off to somebody that 
doesn’t have a direct ongoing relationship with that particular client., The pension expert within one of the big audit firms 
understands pensions and pension accounting, but doesn’t necessarily understand the client. You’ve got the audit manager or 
the audit partner that understands the financial issues of the client, but not necessarily pensions. And you have us, that do a lot 
of work with pension accounting, pension accounting issues, but what we need is the communication or a dialogue with some 
combination the folks at the other side of the fence.

And, again, I don’t know what the right answer is to that, but it’s an issue when there’s judgement that needs to be exercised. And 
it would be useful and productive to have some nice conversation with someone on the other side on audit side of the fence. 
And I don’t whether you have any comments about it, but at least that’s my comment. Perhaps Randy, in particular, because 
you’ve been sort of within that kind of an environment.

Moderator Short: Yeah, that’s right. Yeah, I think, it would be nice to a conversation let alone a nice conversation, and my 
experience is often no conversation currently.

Panelist Dutka: Yeah, actually I think that’s what they’re trying to get at, is to have a greater clarification of the roles and I think 
that’s the problem that we face especially in the early days of the implementation. Is like well, what’s best estimate and who’s 
doing what, and what does the auditor really want from us. And then nowadays, I say that it’s only the big firms are pretty so-
phisticated ,and even my partners and senior people pretty much known their pension accounting, it’s because of some material 
that they had to really get up there. But I still think there’s just a little bit of confusion. Like who really is responsible for what, 
and I think this is all they’re saying. Establish the dialogue with the CICA and let’s not have the actuaries having a dialogue one 
on one with every audit partner or CFO, to try and figure out who’s doing what. Let’s get this thing clarified once and for all. 
And then I’m sure we’re kind of moving in that direction, but it would be nice to do it once, and not have to worry about it.

Barry Gros: I don’t know if I’ve missed this somewhere, but Steve alluded to it. When I was reading the document that came 
out, one of the things that I couldn’t understand what the message was, was the role of the actuary versus number cruncher 
versus business adviser. It’s what Steve was alluding too. You’re doing the audit versus being a business adviser, where did the 
report land on that? Because I don’t see it easily in the recommendations that you guys just went through, and I wasn’t sure 
from my own reading of the report where we were headed.

Panelist Flanagan: I think it was in that section you alluded to earlier where they we’re saying that there is the potential for 
conflict, but let’s not get too carried away with trying to be totally pure on this subject. Having said that, I would like to be able 
to point to the chapter and the verse.

Panelist Dutka: Well, it’s a lot about what section 3 is all about.

Moderator Short: Yeah, it is. 

Panelist Dutka: I mean section 3 gets into all these things about our roles which I think is probably the kind of the meat of 
what they’re really getting into. But what is our role? And I mean that’s really a good question, right? I mean that in the UK, I 
understand they’re moving into situations where like there’s a plan actuary, and the client actuary. It’s certainly the public sector 
plans. I think Ontario already have a plan actuary working for the administrator, and typically the government has their people 
who are helping them out. And the unions have their people helping them out. And they think that’s kind of an ideal situation, 
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obviously very few people can afford, unless you have billions of dollars in your plan, you just can’t have all these actuaries 
involved. But, I mean, it is the model that helps clarify who’s doing what and the actuary’s roles now split into different pieces. 
Where the one helping the plan sponsor, I mean that’s their job as the business advisor. The one working for the plan is looking 
after the members’ interest more than anything else. And, obviously, the union for their own purposes, so, I mean that’s kind of 
a direction, I don’t think we can afford to do in Canada.

Mr. Bonnar: The implication of that direction though, particularly if you think about the UK structure, is you need to separate 
the administrator role, as it’s defined in Canada, from the sponsor role. And right now – forget what the actuary does, but think 
of it within the typical single employer pension environment – the dividing line between those two roles is unclear at best, and 
it’s a muddle. And with the UK structure, it has it’s pitfalls, but separating the trustee role from the company role is very useful 
in letting the actuary or the consultant understand who it is that they’re advising, in spite of the fact that the trustee group may 
well have representation from management as well from plan members. And so I think, if we’re truly going to try and separate 
that role for the actuary, a necessary condition is to separate that role between the administrator and the sponsor – otherwise 
it just is a mess. 

Panelist Flanagan: And that’s a whole other kettle of fish. [Laughter.]

Moderator Short: Do you think that’s about to happen, Steve? Any other comments?

Unidentified Speaker: Yet another concern about a different recommendation, it’s the last part of Recommendation 6.1. The last 
bullet says “nice to have standards about conducting and reporting tests of adequacy of pension funding.” The parallel, I think, 
that’s been drawn is, if you look at the way insurance companies operate. The actuary conducts Dynamic Capital Adequacy 
Testing (DCAT), so you have a number of prescribed scenarios where you vary certain key assumptions, like rate of return, or 
mortality, or whatever’s germane to the liability. And I think it’s a terrific idea, and it would be great if my clients would pay for 
it. But putting it in as a standard, gives the impression, here, that this ought to be done. I just wonder about the practicality of 
putting it into our standards.

The other risk you run when you go this route, is where do you stop? If you start testing for “this and that”, what about “this, 
that and the other thing”? And so I think we should be careful that we set standards that make sense for all circumstances, or 
at least most, and not just for the jumbo plans that might be able to afford, or be interested in this sort of thing. And a similar 
comment in that vein, applies to the immediately preceding recommendation in your presentation on Recommendation 4.3, 
about an independent review. It suggests that we should set minimum standards for such an engagement. Sounds like a won-
derful thing that the profession would tell clients what they should engage us to do, but that’s not usually the way it works. 
Usually clients tell us what they want us to do – at least in a review engagement. And so as I read this, it sounds like, “Well if 
you don’t get one of these gloriously full blown engagements that we think ought to be done, then I guess you can disclose in 
a qualified opinion that you didn’t get such an engagement.” If that’s the case, I wonder how useful this is? I mean clients can 
say review just this, and I don’t want your opinion on anything else, or it might be more full than that. I just question whether 
this is going to be again useful or practical.

Moderator Short: Well the last bullet point that is almost an acknowledgement that in most cases the terms of reference for the 
review will not meet that standard.

Unidentified Speaker: I agree with that. 

Moderator Short: Maybe I can just make a comment, though, in response to your first point, Mark, about standards parallel 
to those that apply to insurance work. I do think the Institute needs to keep in mind that there’s a difference between pension 
plans and insurances companies, in that insurance companies have to have assets equal to liabilities plus a margin at all times, 
pension plans do not – that is a significant difference, and justifies different standards. 

Panelist Dutka: I did something interesting yesterday – it didn’t sound like it is, but it was – I went to an insurance session the 
first thing. And there’s a couple of things that really strike you, right off the bat as soon as you start getting into stuff. Like first 
of all, you don’t know what they’re talking about. I mean, they have great acronyms, and all kinds of good stuff. And I started 
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the insurance industry, like probably most us did, and then I knew a little bit of stuff. But even when the first time I was on 
Council, the old Council, the very first thing I was voting on was quite funny actually, because Daniel McCaw and I were brand 
new Counsellors. And after presenting some motion on some life insurance stuff, we looked at each other and said, “What are 
they talking about?” We didn’t understand anything at all. Since the days of thirty, forty years ago, I think the insurance industry 
has made huge changes in the way they do things. And maybe we’d understand much of it. They’ve got their DCAT, and all 
these other things, and the Canadian Asset Liability Method (CALM), and everything else – but they’ve really changed the way 
that the actuary looks at a life company. 

Now on the other side, like I had somebody tell me not long ago, that the big difference between the actuaries in the pension 
world and the insurance world was that in the insurance world you have twenty actuaries working on one financial statement, 
and in the pension world you have one actuary working on twenty pension plans. And that is, I know, material difference, but I 
think there’s a lot to learn from what the insurance people have done. I don’t think it necessarily has to end up in our standards, 
or whatever, but I think we’re really missing the boat.

You know, fundamentally on pensions, a report from thirty years ago isn’t than much different than one now. There’s more 
disclosure in it. We’ve certainly changed the way we calculate numbers, that there were no spreadsheets any more – well some 
spreadsheets but they’re electronic, we didn’t do things in pencil and all that crap. But you know the change in the insurance 
industry I think is wholesale. I think we’ve just been tweaking our way along for the last thirty or forty years, and I think we’re 
missing something important. So, I think it’s important, whether it ends up in SOP, I don’t know, but I think we have to do 
something on our side to take advantage of what they’ve learned. It was a great session yesterday, too.

Moderator Short: So, does any one have any more thoughts? It seems to be drying up a little bit. I think the comments that 
were made were very good ones, and will be very helpful to the task force. Again, if anyone has more thoughts after leaving the 
session, please don’t feel that you have to get them in tomorrow. The next few weeks I’m sure will be fine, because I’m sure Jim 
Paterson’s goofing off in July, anyway, he said.

Panelist Dutka: Nothing else to do.

Moderator Short: So, thanks very much for all your feedback ,and lots of time to catch the bus. [Applause.]


