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It would appear that the development of standards of practice on peer review or practice review 
of another actuary’s work will be completed by the end of 2003, and that the changes to section 
1640 of the CSOP will be effective in the coming months.  In order to fully implement these 
standards, CARS has recommended that the peer reviewers and the members of CARS be 
exempted from Rule 13.   

The Rules Committee has reviewed these issues and is presenting changes to Rule 13 to the 
EEC for its approval pursuant to the CIA Bylaws.  Should the EEC approve these changes, the 
EEC should then recommend the changes for formal adoption by the Board, effective for all 
reviews prepared pursuant to section 1640 of the CSOP, and subject to the changes to section 
1640 being adopted by the Practice Standards Council.  [Note: The Rules Committee’s 
recommendation was endorsed by the EEC at its meeting on March 13, 2003 subject to 
clarification of the effective date of the proposed changes.  That issue has been resolved.  The 
memo submitted to the EEC has thus been updated to include the results of the issue resolved 
following the EEC meeting.] 

1. History and Background 

The project to create some form of peer review or practice review has always included the 
notion that the individuals conducting the reviews would be exempted from reporting any 
apparent material non-compliance to the Committee on Professional Conduct (formerly called 
the Committee on Discipline) (i.e. they would be exempted from part of Rule 13).  In addition, 
the proposal has also always included some alternative mechanism to resolve disputes that 
may arise between the practitioner and the reviewer (i.e. a third actuary, a practice committee, 
or CARS) and has always proposed that individuals involved in that alternative mechanism 
would also be exempted from reporting any apparent material non-compliance to the Committee 
on Professional Conduct. 
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1.1 Exemption for the reviewers 

At the March 2000 Council (i.e. Board) meeting, the Council approved in principle the Task 
Force on Peer Review's recommendation to amend Annotation 13-1 in order to exempt a peer 
reviewer from reporting an apparent material non-compliance to the CPC.  The matter was then 
sent to the Rules Committee, which also considered the issue and agreed in principle with the 
need for an exemption, but considered that it was premature to do so at that time. 

Although the current and 2000 proposals are different, this historical review shows that the 
Rules Committee and the Board have already agreed to the exemption in principle.  It would 
also appear from more recent documentation that the Practice Standards Council discussed this 
issue at its meeting in January 2003, and has also agreed to this exemption in principle. 

The Rules Committee has again discussed the matter and reconfirms its decision to create an 
exemption to Rule 13 for the peer reviewer and to maintain the exemption for the members of 
CARS.  As a result, the Rules Committee is now formally proposing the principle and draft 
wording to the EEC, which, if it agrees, would then bring it to the Board for final adoption. 

 1.2 Exemption for CARS 

In November 1998, the former Council adopted a resolution pursuant to section 4.iii. of 
Annotation 13-1, to exempt the Committee on Compliance (later renamed CARS) from section 3 
of Rule 13 (i.e. from reporting any apparent material non-compliance to the Committee on 
Discipline (renamed Committee on Professional Conduct)).  Section 4.iii. provides that members 
may be exempted from all or part of Rule 13 if they are acting in the capacity of certain positions 
within the Institute designated by the Board from time to time by resolution.  It is the Rules 
Committee’s understanding that this exemption was created because of CARS’s role in 
reviewing Compliance Questionnaires and also in anticipation of the establishment of a peer 
review process, including the parallel dispute mechanism through CARS for disputes between 
the practitioners and their peer reviewers. 

Although this exemption already exists, it is now being proposed that this should be included 
within the text of Annotation 13-1 for additional clarity.  This is discussed in more detail in 
section 4 below. 

2. Process and timing 

The Rules Committee understands that the changes to Section 1640 of the CSOP (creating the 
new peer review system) will become effective on or before January 1, 2004 (assuming they are 
adopted by the PSC later this year).  As a result, the Rule 13 changes being proposed should 
go through the following steps: 

1. Proposed changes discussed and adopted in principle at the March 2003 special 
EEC meeting; [Note: the EEC decided to go one step further and to agree with the 
proposed changes and to submit them for adoption by the Board at its March 26, 
2003 meeting to avoid bringing Rule changes to the membership twice in the same 
year.] 

2. Proposed changes discussed and adopted in principle at the March 2003 Board 
meeting; 
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3. Present the changes in draft form at the June 2003 Annual General Meeting, since 
the Exposure Draft of the peer review standards and the draft Educational Note will 
be presented at that time; 

4. If no significant changes are made to the peer review standards following the June 
2003 AGM, the Board should adopt the changes formally by e-mail vote.  
Alternatively, the Board should adopt the changes at the September 2003 Board 
meeting.  The effective date for the changes should be consistent with the effective 
date of section 1640 of the CSOP and shall ensure that pre-release reviews 
performed pursuant to section 1640 be included in the Rule 13 exemption (at least 
retroactively). 

3. Exemption for Peer Reviewers 

The current proposal, if adopted in final form by the PSC, would result in changes to section 
1640 of the Standards of Practice so that it applies to external peer reviews, called “review 
engagements”.  The PSC is also expected to approve an Educational Note on the review of 
another actuary’s work, which will apply specifically to reviews of the work of an Appointed 
Actuary and generally to the review of other work. 

Rule 13 currently requires an actuary who has become aware of an apparent material non-
compliance with the work of another actuary to follow 2 steps : (1) try to rectify by discussing the 
matter with the first actuary; and (2) if rectification is not possible, etc., then report the matter to 
CPC (unless of course you fall into various exemptions).   

The draft changes to section 1640 of the Standards of Practice, the reviewer would have 3 
steps to follow in the event he or she became aware of an apparent material non-compliance 
with Rules of Standards: (1) try to rectify by discussing the matter with the first actuary; (2) if a 
dispute ensues, bring the matter to a third actuary; and (3) if this third actuary’s involvement still 
does not lead to a resolution, then the reviewer must bring the matter to CARS (not the CPC).  
Although theoretically the reviewer is not prevented from reporting the matter to the CPC, it is 
expected that reviewers would not do so, but would rely on CARS to exercise their judgment as 
to whether the matter is sufficiently serious to bring to the CPC. 

Under the current wording of Rule 13, a reviewer who becomes aware of an apparent material 
non-compliance by the first actuary, would be required to attempt to rectify by discussing the 
matter with the first actuary.  If they cannot agree, the reviewer would be required to bring the 
matter to the CPC.  This is exactly what CARS is hoping to avoid, hence the necessity for 
changes to Annotation 13-1. 

Following a review of Rule 13 and the proposed new process, it would appear that only the third 
step (i.e. reporting to CARS instead of the CPC) is truly inconsistent with the current drafting of 
Rule 13 and therefore requires changes to Annotation 13-1.  Various options have been 
considered, including the creation of an exemption by Board resolution pursuant to section 4.iii., 
and the creation of an additional exemption under section 4. 

Based on draft wording prepared by CARS, the Rules Committee is proposing the changes to 
section 3. of Annotation 13-1 as set out in Appendices C and D. 
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4. Exemption for CARS 

In light of the parallel process that is being proposed (i.e. peer reviewer reports to CARS if he 
becomes aware of an apparent material non-compliance and it cannot be resolved with the first 
actuary), as well as the fact that the members of CARS may become aware of an apparent 
material non-compliance through the Annual Questionnaires, it is being recommended by CARS 
that the members of CARS continue to be exempt from the reporting requirement of Rule 13, 
but not be exempted from the rectification requirement (since rectification is part of their duties).  
The Rules Committee confirmed that such an exemption should continue under the proposed 
new peer review process.   

Various options have been considered, including the creation of an exemption by Board 
resolution pursuant to section 4.iii., the addition of CARS to the list in section 4.iii., and the 
addition of an entirely new section to Annotation 13-1.  A change to Annotation 13-1 is being 
recommended, as opposed to a Board resolution, so that it is clearer to everyone that members 
of CARS are exempted from reporting to the Committee on Professional Conduct. 

The Rules Committee is therefore proposing the following changes to section 4.iii. (see 
Appendices C and D), which adds an exemption to section 3 for CARS into a list of exemptions 
to sections 2 and 3 while trying to avoid an entire rewrite of Annotation 13-1. 

As indicated above, if the EEC agrees with the proposed changes, it should recommend their 
adoption in principle by the Board at its March 26 meeting. 

At the March 2003 meeting, the EEC approved the Rules Committee’s recommendations, 
subject to clarification of the effective date of the proposed Rule 13 changes.  That issue has 
been resolved, as reflected in this updated version of the memo. 


