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3. Be more concise and clear;
4. Provide more regular updates;
5. Improve ability to get around the website;

and
6. Centralized issues management.

We found that a number of comments dealt
with perceived insufficiencies where, in fact, the
solution does exist or information does exist. Some
examples are:
� “Personally, I believe that each member should

be notified of new announcements via e-mail
and then it should be up to them to consult the
documents desired on the CIA website.” – This
is exactly what is already being done. Please go
to the CIA website and enlist to the “Announce-
ments” listserver.

� “I would like to receive e-mails of new docu-
ments/changes, etc. with a reference to the web-
site. It is sometimes difficult to find a reference
on the website unless we know the year of is-
sue.” – Same as above.

� “Do not send me every message in both lan-
guages.” and “A simple English/French flag in
your mailing software would save me having to
delete exactly one half of all communications
from the CIA before I even read them.” – These
people obviously subscribe to both the “An-
nouncements” and “Annonces” listservers. They
simply need to go to the “Update List Subscrip-
tions” section of the Members Only website and
remove themselves from one or the other.

� “Funnily enough, the CIA is actually quite bad
when the time comes to answer the phone and

T
he CIA Task Force on Communications was
given the mandate to, “Find ways to improve
communications between the CIA and the
membership.” Our group felt that although
individually we had many ideas regarding
changes that could be made, we wanted to
find out how the membership felt. In order to

accomplish this we sent out a survey and invited
people to join the Communications listserver.

The results of the survey supported the direction
that we were taking for the most part but also sup-
plied additional excellent ideas that we will be
investigating. The main surprise was the less than
enthusiastic view of Town Hall Meetings. Subse-
quent follow-up showed that of those people who
were dissatisfied it seemed that restructuring the
meetings might help. Although there were some
people who found their specific meetings not to be
very useful, others found them to be very effective.
Comments indicated that for those meetings that
were not successful, the attendees did not come
properly prepared to discuss the topics, too much
time was spent on presenting rather than listening,
it was not clear that the feedback was being ‘listened
to’, and there was difficulty arranging the meeting.

Comments from the survey included an endorse-
ment to continue to use e-mail and the website.
Although there are some who feel we are using it too
much, they are in the minority.

Comments from the survey can be summarized
into the following categories:

1. Volume of material from the CIA is too great;
2. Use e-mail and the web more;

http://www.actuaries.ca
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� return phone messages. There is clearly
a lack of professionalism and their
phone mail system is simply not user-
friendly. Why not just have a real hu-
man picking up the phone?” and
“Phone System – hardly ever use it
now because of problems in the past
(not able to get through).” – These
comments are of significant concern
to the Secretariat. The staff policy is
that all voicemail messages should be
returned within 24 hours unless the
employee is sick or on vacation, in
which case the employee’s voicemail
greeting should reflect absences and
expected date of return. All e-mail
messages should be acknowledged
within 48 hours. The receptionist can
be reached by dialing ‘0’. Her hours
are 8:30 a.m. to 4:30 p.m. The phone
is not answered between 12:00 and
1:00 p.m. If any member has concerns
about calls not being answered or re-
sponded to, please do not hesitate to
contact the Executive Director, Rick
Neugebauer.
Overall the satisfaction with the Bulle-

tin is very high. The Bulletin contains the
President’s Corner, which keeps the mem-
bers informed on the current priorities of
the Board. There was a lot of interest ex-
pressed for more information regarding
International Actuarial Standards. This
topic has been addressed and has been cov-
ered in the last two issues of the Bulletin.

If you would like to view the results of
the survey they have been posted to the
Members Only section of the website un-
der Member Services Council, Committees
and Task Forces, Task Force on Commu-
nication. <http://www.zoomerang.com/
reports/public_report.zgi?ID=PF661
BYDR7SH>.

Ideas/Proposals
1. Volume of material and need for more
clarity and brevity
� We are considering having a weekly

Bulletin that includes all the announce-
ments for the week with links to pa-
pers for commentary, meeting notices,

submissions to regulators, etc. In ad-
dition, job postings could be available
with a link. This weekly Bulletin would
not be long and would contain
sufficient information for members to
decide if they wanted to pursue a
particular topic. Currently, announce-
ments are sent as they come up
whereas under this process they would
only come out once a week except for
emergencies. This weekly Bulletin
would not supplant the monthly
Bulletin.

� An idea was suggested to use some type
of labeling system to classify the type of
announcement for easy reference.

� For people who want to reduce the
frequency of handling e-mails, we
would suggest that you create a “rule”
or “filter” in your e-mail software to
have CIA messages go directly to a
special folder and then read them at
your leisure from that folder.  Another
alternative for some members is using
the Digest feature of the listserver. 
You simply need to log on to the Mem-
bers Only section of the website, click
on “Update List Subscriptions” in the
left sidebar, select your e-mail address,
click on the “Display lists subscrip-
tions” button, choose the Digest mode
for any of the listservers found there,
and click on the “Update subscrip-
tions” button.  [However, users of Lo-
tus Notes should not select the Digest
option, and be aware that most Digest
users do not receive a usable attach-
ment when a message has been sent
with an attached file.]

� We are also pursuing the possibility of
using bulletin boards either in addi-
tion to listservers or as alternatives to
them. Some members think this is the
way to go to have discussions on spe-
cific topics. It would then also provide
the history of correspondence rather
than having each member file the dis-
cussion track on their computers. The
drawback here is the reluctance ‘to go
look’ as opposed to receiving messages
automatically.

mailto:secretariat@actuairies.ca
http://www.actuaries.ca
http://www.zoomerang.com/reports/public_report.zgi?ID=PF661BYDR7SH
http://www.zoomerang.com/reports/public_report.zgi?ID=PF661BYDR7SH
http://www.zoomerang.com/reports/public_report.zgi?ID=PF661BYDR7SH
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The commentary that “we receive too
much information” has to be balanced with
the commentary that members want more
information regarding certain issues. What
we are trying to do is to make more rel-
evant information available to members
by telling them when it is available and
where it is. The links will be the quick
way to get there.
2. Need for more regular updates
� Board and council meeting minutes are

now being posted to the Members Only
website. Future minutes from commit-
tee and task force meetings will be
going on the website effective immedi-
ately. Updates to committee and task
force goals and deliverables will simply
be made available on the Members Only
site rather than announcements being
sent out every time they are updated.

� Currently information from commit-
tees and task forces regarding their
mandates, their members, their year
of entry, goals and priorities, and
deliverables with expected completion
dates are posted on the Members Only
website. (Go to the Members Only site,
click on Committees and Task Forces
under the Board and Councils to find
the one you are looking for.) Meetings
with regulators that have minutes at-
tached could also be posted (e.g., meet-
ings with OSFI, CAPSA, etc.)

3. Ability to navigate the website
� The CIA Committee on Electronic

Services has recently introduced a new
search engine to facilitate search ef-
forts (see the October 2001 Bulletin).

4. Centralized issues management
� It was sometimes true in the past that

some questions asked on the General
List did not receive a response.
Recently this has not been an issue
since the President, chairpersons of
committees, or other members have
been quick to supply a response. We
are considering the need for a more
formal process that may result in a
person or group of people who would
ensure that questions do receive
responses.

5. Town Hall Meetings
In order to make Town Hall Meetings

more effective we could define the proc-
ess such that:
� We make sure members are notified of

the meeting and its purpose;
� Set an agenda. It should include a short

summary of the main points of the
topic by the presenter and the expec-
tation that members will have read
relevant documents and have come
prepared to discuss them;

� Choose a strong moderator who can
ensure that all who want to speak are
heard and not just a vocal few;

� Document the meeting and make min-
utes available.

6. CIA Meetings
 We have been investigating the use of

web-casting as an alternative to attending
CIA meetings thus permitting members to
participate in the discussion at a distance.

 A suggestion was made that CIA meet-
ings could be structured to span three days
but allow any member to participate for
two days. For example, the first day could
be a specialty meeting for pension practi-
tioners. The second day could be a general
meeting to discuss common topics across
all practice areas (CSOP, peer review, edu-
cation) or provide training and
development opportunities. The goal here
is to increase the involvement of all prac-
tice areas on common issues. The third
day could be a specialty meeting for Life
and P&C actuaries.
7. Voting at General Meetings

The task force has also been asked to
look into alternatives regarding voting at
general meetings. There is a concern that
a practice area could be under-represented
in the voting if the meeting program had
little or no content to attract members
from that practice area. Currently, mem-
bers can vote on the following:
1. Elections, which are conducted by mail

or electronically;
2. Bylaws, which are communicated by

mail and by electronic communication,
with confirmation by members at
meetings held twice a year;

3. Revisions to the Rules of Professional
Conduct; and

4. The appointment of the auditing firm
for the CIA ratified by members at CIA
meetings (This is viewed as not of
high importance for membership
involvement).
It is important to point out that al-

though members have the opportunity to
provide input regarding the development
of standards, it is the Practice Standards
Council (PSC) that approves standards
after following due process. That has been
endorsed by the membership. The mem-
bers ratify the process that is to be
followed. Only members of the PSC vote
to approve new standards.

Our task force will look into whether
there is a strong desire by the member-
ship to participate in the voting that
currently occurs at the meetings.

Conclusion
It seems that the Bulletin is successful

in providing the membership information
from the CIA. It will continually be up-
dated to ensure that this remains the case.
In addition, the announcements with links
to the website and the information on the
website itself will provide increasing
amounts of information to members.

Although no form of communication
is perfect for all members, the opportu-
nity for members to respond either in
writing, verbally at face-to-face meetings,
or verbally in a conference call or web-
cast should ensure that the membership is
heard. For those members who do have
the time, interest and/or inclination to
participate, we want to make sure that
they have the opportunity to let their opin-
ions be known.

As you can see some of the ideas are
on their way to being implemented. I am
grateful for the number of written re-
sponses and good ideas that we were
provided and look forward to pursuing
them.

Josephine A. Robinson, FCIA, is the Chairperson of
the Task Force on Communications and the Board
Editor for the Bulletin.

�



4 BULLETIN December 2001

President’s Corner

Our Future
By Jean-Louis Massé

They are models for all of us and I hope
our younger members will take notice and
follow them on their paths.

I had the good fortune to meet about
20 civil servants from British Columbia
and Alberta during a recent two-day tour
in November. A member of our health
committee and our consultant in govern-
ment relations accompanied me to these
meetings. Some of the civil servants we
met were political advisors to ministers of
finance or health, and others from the
auditor general’s office. All of these
people were very interested in discussing
the issue of health care programs which
represent the lion’s share of the total pro-
vincial budget. The actuarial liability of
governments’ health care programs in
Canada is of the same magnitude as that
of the Canada Pension Plan. Yet, contrary
to other countries, there is no systematic
actuarial valuation to measure the finan-
cial condition of the programs. The
purpose of our visit was to inform our
hosts of our interest in assisting in the
successful management of these complex
programs, in the face of an ever-demand-
ing public, rising medical costs, and
limited financial resources. Actuaries are
experts in evaluating the financial secu-
rity of such long-term programs; yet, as a
Québec City meeting speaker mentioned,
our profession has to be the most unknown
profession in the world. We have to go
out and make ourselves known to those
who need our services but don’t know
where to find us. We believe that our vis-
its were greatly appreciated by our hosts
and we plan to keep the lines of commu-
nication open. Our ability to provide
non-partisan opinions, our structured pro-
fessional standards and our expertise in
similar programs, be they of a private or
public nature, are definite assets. We can
bring added value in the management of

these programs in a constructive coop-
eration with other major service providers
such as economists, accountants, and stat-
isticians.

Our master plan is to continue to make
comments or public statements to com-
missions set up by governments such as
the Standing Committee on Social Affairs,
Science and Technology and the Romanow
Commission. We plan, during the remain-
ing term of my presidency, to deliver
speeches to the business community and
to raise awareness of health care issues in
newspaper articles. The challenge will be
to be proactive in promoting our services
within the limits of our ability to deliver
in a timely fashion. I am confident that
this is quite an achievable goal.

In closing this last column of the cal-
endar year, I wish to express my most
sincere thanks to all our volunteers who
devoted so gracefully and generously of
their time during this year to advance the
various interests of our Institute.

 I extend to every Fellow and Associ-
ate of this Institute my best wishes for a
peaceful and prosperous New Year.

I
 am writing this

column on the train
returning from our
General Meeting in
Québec City. It was
not without emo-
tion that, at that

meeting, I presented
diplomas to the graduating class of new
Fellows. What a joy it was to share this
occasion with these young people beam-
ing with pride; a sentiment equally shared
by their immediate family members and
close friends! Busy lives and exciting
projects make us forget all too quickly the
excitement of that major achievement. I con-
sider this event a high point in my presi-
dency: to invite new Fellows into the fold.
They are the future of our organization and
I am sure you join me in wishing them a
rewarding and satisfying career.

Thanks to the hard work of our Com-
mittee on Volunteer Initiatives, we
initiated the presentation of gold pins at
the General Meeting to volunteers who
have devoted 12 or more periods of vol-
unteer service. Without getting into an
exhaustive list of what constitutes a pe-
riod of volunteer service, let me give you
a few examples: a three-year period as a
member of a committee, or a period as
chair or vice-chair of a committee. Past
presidents are not eligible and rightly so
because they all get a past president pin. I
was honoured to be the first president to
start this new tradition. Volunteers are
the backbone of our organization and given
our limited financial resources, we are
particularly indebted to them. It is worth
noting that, of the 14 members who quali-
fied for a gold pin (there are silver pins
and bronze pins, too), four were P&C ac-
tuaries: a disproportionately high number
given the size of our casualty member-
ship. I salute these giants in our profession.

Secretariat
Holiday
Schedule

Please note that the CIA office will be
closed this year from Monday Decem-
ber 24th, to Friday December 28th, and

Tuesday January 1, 2002.

The CIA Secretariat staff would like to
wish all of our members a safe and happy
holiday season.
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CIA Executive Officers’ Wish Lists for 2002
President-elect’s Wish List:

“That we have Generally-Accepted
Consensus on the proper Due Process for
Peer Review and all else.  That our Big
Tent gets successfully pitched on Wider
Fields, assisted by rapid development of
QRA. That our new improved Volunteer
Management process enables our finaliz-
ing of the CSOP, our contributing to new
International Actuarial Standards in sup-
port of the proposed IASB insurer
standards, and our making a difference in
the Health Care debate.  And if all that
proves too challenging, that we experi-
ence something easier like Peace in Our
Time.”

Seasons Greetings,
Dave Pelletier, President-elect

Immediate Past President’s Wish List:
I wish all our members a happy and

prosperous 2002. I would especially like
to thank the CIA staff and our many vol-
unteers for their hard work and dedication
over the past year.

May you have lots of snow on the ski
hills and none on the city streets.

Seasons Greetings and Happy New Year,
David Oakden, Immediate Past President

Secretary-Treasurer’s Wish List:
� I wish for every actuary in Canada to

achieve that perfect balance between
work and family life.

� I wish for fulfilling, non-traditional and
exciting roles for Canadian actuaries
wherever they may practise.

� I wish for more actuaries to volunteer
for and participate in CIA initiatives
and for all to be proud of the profes-
sion.

� I wish for cost controls and a balanced
budget for the Canadian Institute of
Actuaries.

� And I hope that both CIAs will be so-
cially responsible and help prevent so-
cial disorder and chaos in future years.

Best wishes,
Josephine Marks, Secretary-Treasurer

A
s the Year of the Volunteer
(2001) draws to a close, we
would like to express our grati-
tude to all of our volunteer
members who have contri-
buted to the success of the CIA
in the past year. At the top of our

list of dedicated volunteers are the Board
executive officers: President Jean-Louis
Massé, President-elect Dave Pelletier, Im-
mediate Past President David Oakden, and
Secretary-Treasurer Josephine Marks. We
would like to express our sincere grati-
tude to all of you for your hard work and
your generous contribution to the Institute.

And now it is your turn to take the
floor to express your fondest wishes for
2002. Here’s hoping all of your holiday
wishes come true.

President’s Wish List:
� Give us the vision and the persever-

ance to globalize this great profession
of ours and spread its influence to all
corners of the world.

� Give us Godspeed to embark on a glo-
bal QRA (Quantitative Risk Analyst)
project and open wide the doors of the
profession to a greater variety and
number of potential future members
of this profession. We can do so much
more for society, if only there were
more of us.

� May the CIA make inroads in the valu-
ation of health care social programs in
Canada.

� Fulfill the wishes of those interested
CIA Members in serving their profes-
sion.

� May all actuarial Associates adjust to
the new exam system and pass their
exams in 2002. 
But most important, give

all inhabitants of this planet, Love and
Peace.

Happy Holidays,
Jean-Louis Massé, President

Amsterdam in June Anyone?

T
he International Association of
Consulting Actuaries (IACA) in-
vites any interested actuary to
attend the next biennial meeting
in the beautiful city of Amsterdam.

The meeting will focus on four main
themes:
� The role of the actuary in mergers

and acquisitions;
� Design and funding of global pen-

sion and insurance programs;
� Global asset and liability modelling;

and
� International accounting standards.

The high profile speakers are drawn
from industry, academia and the actu-

arial profession. The conference starts
on Sunday night June 23, 2002 and ends
with a gala dinner and dance on Tues-
day, June 25, 2002. Conference fees are
600 euros or if you are under the age of
forty, 400 euros.

An interesting cultural program
has been developed for any attending
spouse or children. So come along
and bring the family to visit a fabulous
European capital. You can get all
the details and registration forms on the
IACA website at <www.iacactuaries.
org>. Or if you prefer, contact Mike
Mills, IACA Secretary-Treasurer, at his
CIA Yearbook address.

http://www.iacactuaries.org
http://www.iacactuaries.org
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Pension Transfer Value Recommendations:
Keep It Simple!

age” in advance, will create an unneces-
sary expense. The annuity table issue,
however, is only one symptom of the larger
issue of excessive complexity.

Will plan sponsors be pleased with a
more complex transfer value basis that
requires them to overhaul their adminis-
tration procedures and systems, and that
makes internal administration more diffi-
cult? Doubtful. Will plan participants
applaud a complex standard that they can’t
understand? More doubtful. This false level
of precision serves none of our publics well.

Those who support the use of two
moving interest rates will argue that the
perfect theoretical answer is to take the
price of a portfolio of zero coupon strip
bonds that matches the timing and amount
of the deferred payments, and multiply by
the probability of survivorship correspond-
ing to each payment. Failing the use of
zero coupon strip bonds corresponding to
each payment, the use of at least two mov-
ing interest rates is necessary to reflect
changes in the shape of the yield curve.

While this is good in theory, it misses
two crucial points:
1. In developing a transfer value stand-

ard, the objective of simplicity and
practicality are important considera-
tions. We need a standard that can be
easily applied by actuaries and non-
actuaries. We need a basis that is easy
to communicate and understand.

2. What we’re trying to do is to come up
with a fair representation of the true
market price if there were a free mar-
ket of buyers and sellers – if plan par-
ticipants with entitlements to deferred
pensions could sell the stream of pay-
ments (contingent on survivorship) to
anyone (buyer could be the pension
plan, or an external investor). Would
an investor considering a portfolio of

bonds versus a portfolio of deferred
pensions accept the same yield (as-
suming same credit risk) on both in-
vestments? Of course not! The inves-
tor would demand a risk premium be-
fore considering the deferred pension
portfolio since that income stream is
subject to a mortality risk. All markets
demand a premium for risk. It is indis-
putable that the true market price would
not equal the figure derived from a strict
interpretation of the bond model.
The bond approach may be the best

starting point, but it is not the perfect
answer. Those in favour of complexity
might suggest that we could separate the
mortality risk issue by adding a risk pre-
mium to the mortality assumption, and
continue to use two moving rates to dis-
count the cashflow. But why would we
want to do that? A deferred pension is not
a bond; the point is the true market value
cannot be determined with such preci-
sion. The true market price (whatever it
may be) would not be determined as pre-
cisely with reference to zero coupon yields
as a bond price would be determined, the
“security” would need to compete for in-
vestors with other investment
opportunities, and the price would not
move as precisely with changes in the yield
curve as bonds. I agree the bond approach
may be the best approach in the absence
of a true market, but it’s NOT a bond!

If the bond model is not perfect, there
is no reason to insist upon a rigid devo-
tion to the bond model by adding the
complexity of two moving interest rates.
Simplicity is a worthwhile objective.

Simplicity can be achieved in one of
two ways:
a) Use one select rate for a select period

of 30 years, followed by a fixed ulti-
mate rate. While I’m sure we can get

Letter to the Editor

U
ntil now, the debate has
focussed on the theore-
tical issue of whether the
“bond approach” or “in
vestment approach”
should form the basis for
determining transfer va-
lues. Pension actuaries
received a November 1, 2001

memo asking for feedback on the more
practical concerns about the desirability
of having two moving interest rates. The
memo can be accessed at the following
link <http://www.actuaries.ca/members/ac-
t i v i t i e s / P S C / P P F R / P S C - P P F R
011101e.pdf>.

It would be a mistake to consider only
the narrow issue of the ability to use an-
nuity tables. The broader issue is excessive
complexity itself.

From a purely theoretical standpoint,
I am on side with the direction proposed
by the task force. However, a new transfer
value basis should be easy to apply, ex-
plain, and understand. The proposal to
have two moving interest rates is too com-
plex, and will have far-reaching impact
into aspects of the calculation such as
determination of “best age.” Excessive
complexity will adversely impact our work
with plan sponsors and plan participants,
many of whom already think actuaries
delve in a form of mystical “black magic”
to generate their calculations. Implemen-
tation of two moving interest rates will
also make it impossible or impractical to
use annuity tables for administration.

Many plan sponsors use annuity tables
in administration, either directly through
paper tables, or indirectly through tables
embedded in administrative systems.
Eliminating the ability to use tables, com-
bined with the likelihood that in many
plans, it will now be difficult to set a “best

http://www.actuaries.ca/members/activities/PSC/PPFR/PSC-PPFR011101e.pdf
http://www.actuaries.ca/members/activities/PSC/PPFR/PSC-PPFR011101e.pdf
http://www.actuaries.ca/members/activities/PSC/PPFR/PSC-PPFR011101e.pdf
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into a deep debate over the theoretical
merits of “mean reversion”, a fixed ul-
timate rate has been a part of our stand-
ard for years.

b) Use a single variable interest rate, ei-
ther with or without a minimum and
maximum constraint beyond 30 years.
The key is to have a basis that is easy

to apply, explain, and understand, by both
actuaries and non-actuaries. A complex
and rigid approach is nonsensical when
there is no one “right” answer.

The current proposals would result in
the most complex transfer value basis of
any major jurisdiction in the world. In the
US, the use of a single floating interest

Response from Marvin B. Ens

How Simple Is Simple Enough?

ing valuations show actuarial gains in some
periods of time and losses in other peri-
ods, or if our funding valuations produce
gains in most periods because we have
been conservative, our results are fine. But
transfer values are subject to a very much
tougher standard–the transfer values must
be reasonable for each and every individual
to whom they apply, in all economic cir-
cumstances that arise, without the luxury
of using a conservative basis.

How should we balance the desire to
be fair to members and plan sponsors un-
der all economic circumstances with the
desire to have a simple basis? Since there
is no right answer to this question, we
need to make some arbitrary decisions as
best we can. Some thoughts that reflect
my views are provided below:
� I continue to prefer the basis proposed

by the former Task Force on Transfer
Values but with only two variable in-
terest rates (i.e., without the third tier).
Note that the task force introduced
the third tier because the two-tier ap-
proach was criticized as being too sen-
sitive to current market conditions
with not enough respect for the mean
reversion theory.

� Some actuaries have overstated the
need for simplicity in our explanations
of the basis. Clients and plan members
can understand two variable interest
rates with no more difficulty than one
variable interest rate followed by a
fixed rate.

� Some actuaries have overstated the
need for use of printed tables (or the
equivalent entries inside a program).
At some point in time, all of our
clients will have adopted PCs and soft-
ware to help them with their calcula-
tions.

� Our key task is to develop an appro-
priate actuarial standard, and not to
write legislation about what transfer
values should be paid to members.
Legislators and regulators incorporated
the requirement to use the actuarial
standard because they thought that an
actuarial standard would produce fair
results for both plan members and plan
sponsors.

rate is accepted; In the UK, the use of
long-term assumptions with a market
value adjustment to reflect current condi-
tions is accepted. Canada should reflect
on these examples. We have recognized
the need for simplicity in our transfer value
standards in the past; we should continue
to do so in the future.

I believe that there exists a silent ma-
jority of pension practitioners who
support the need for simplicity. Make
your voices heard! We need to recognize
the practical reality that a transfer value
standard must be easy to apply, commu-
nicate, and understand.

 James Koo, FCIA

T
here have been many arguments
in favour of simplicity, and to the
best of my knowledge, there have
been no arguments in favour of
the principle of complexity. So
this should be very easy – just
abandon all forms of complexity and

replace them with simplicity. But despite
the unanimous preference for simplicity,
there is very little demand for a single
fixed interest rate of 6%, the famous fac-
tor of 9 approach, or the factor of 9
rounded up to 10 to reduce multiplica-
tion efforts. Accordingly, there appears to
be an underlying recognition that there
are also goals other than simplicity.

If the CIA had a single client to please,
we would set out the advantages and dis-
advantages of various available
approaches, and clearly outline the level
of simplicity and complexity involved in
each option. The client would make a de-
cision based on our sage advice, and
everyone would live happily ever after.
Unfortunately, we do not have a single
client who can make the decision for us.
Instead, we have many stakeholders with
many interests and preferences. In par-
ticular, some plan sponsors want to pay
no more than a good estimate of the value
of the pension, and plan members gener-

ally want no less than the value.
The transfer value basis is often ap-

plied in situations where only very
long-term economic conditions are rel-
evant. For example, a transfer value paid
to a very young member may relate to a
stream of deferred payments which starts
more than 30 years in the future.

The transfer value basis is also used in
situations where only very short-term con-
ditions are relevant. For example, a plan
may be paying the value of remaining guar-
anteed payments upon the death of a
pensioner.

In periods when the yield curve is
steep, no transfer value basis dependent
on only one variable interest rate can ac-
curately reflect both long-term and
short-term economic conditions. We cur-
rently have a basis with only one variable
interest rate. It is easy to find examples
where our current basis differs very mate-
rially from the current market conditions.
The same problems apply to any other
single variable rate basis.

As actuaries, we are used to having
averages work in our favour. If our fund-
ing valuations somewhat overstate
liabilities for one group and similarly un-
derstate liabilities for another, our
valuation results are just fine. If our fund-

�

Letter to the Editor
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� From time to time, actuaries are called
upon to defend our basis in a court or
in some other public forum. If we
choose a valuation basis dependent on
only one variable interest rate, we leave
any detractor the opportunity to point
out serious inconsistencies between our
basis and judiciously selected examples
of deferred payments or stripped bonds.
If we choose a basis dependent on two
variable interest rates, we have the op-
portunity to demonstrate our consist-
ency with the marketplace based on al-
most any available examples.
If we want to be respected as a profes-

sion, and have our opinions sought on
issues such as the value of pensions, I
suggest we make use of our ability to be
consistent with the economic marketplace.
We made a big change in 1988 when vari-
able interest rates first became effective.
Some refinements seem to be in order at
this time.

Marvin B. Ens
Marvin B. Ens, FCIA, was the Chairperson of the
former Task Force on Transfer Values.

(Editor’s Note: The Task Force on Transfer Values
was disbanded by the former CIA Council on March
29, 2001.)

�

CIA Submissions
� S20106 – Submission to Nova Scotia

on Bill 9. Sent September 17, 2001.
Posted November 27, 2001. Copies
available from the Secretariat. <http:/
/www.actuaries.ca/publications/2001/
S20106e.pdf>.

� S20107 – Submission to Québec Pen-
sion Regulators on Bill 102 - Com-
ments on the Regulation Amending
the Regulation Respecting Supplemen-
tal Pension Plans. Sent November 9,
2001. To be posted soon. Copies avail-
able from the Secretariat.

� S20108 – Submission to Ontario
Ministry of Finance in response to the
consultation paper on Surplus Distri-
bution From Defined Benefit Pension
Plans. Sent September 25, 2001. To
be posted soon. Copies available from
the Secretariat.

T
o keep the membership better in-
formed of CIA communications with
regulators, the following is a list of
recent submissions prepared by the
Pension and Social Security Liaison

Committee. To read the entire text of these
submissions, please access the links provided.
� S20105 – Submission to CAPSA in

response to the April 27, 2001 discus-
sion paper titled “Proposed Regula-
tory Principles for Capital Accumula-
tion Plans” released by the Joint Fo-
rum of Financial Market Regulators’
Working Committee on Investment
Disclosure in Capital Accumulation
Plans. Sent September 14, 2001.
Posted November 27, 2001. Copies
available from the Secretariat. <http:/
/www.actuaries.ca/publications/2001/
S20105e.pdf>.

Event Date Location Venue Contact E-info

Calendar of Events

* International Congress
of Actuaries
Pension Seminar

* IACA Biennial Conference

Professionalism Workshop

Annual Meeting

Seminar for the Appointed
Actuary
Professionalism Workshop

March 17-22, 2002

April 19, 2002

June 23-26, 2002

June 26, 2002

June 27-28, 2002

September 19-20, 2002

November 27, 2002

Cancún

Montréal

Amsterdam

Halifax

Halifax

Toronto

Toronto

info@ica2002.com

Nancy Jenkinson
(613) 236-8196 ext. 129

Mike Mills
(604) 609-3119

Sheila Richard
(613) 236-8196 ext. 104
Joanne St-Pierre
(613) 236-8196 ext. 106
Nancy Jenkinson
(613) 236-8196 ext. 129

Sheila Richard
(613) 236-8196 ext. 104

Moon Palace Hotel

Wyndham Hotel

Hotel Krasnapolsky

Sheraton

World Trade and
Convention Centre
Westin Harbour Castle

Westin Harbour Castle

www.ica2002.com

www.iacactuaries.org

www.actuaries.ca/meetings/
annual_e.html
www.actuaries.ca/meetings/
aa_e.html

Note: Additional information on all CIA meetings can be obtained at: <www.actuaries.ca/meetings/calendar_e.html>.
* This event is not a CIA meeting.
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http://www.actuaries.ca/publications/2001/S20105e.pdf
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http://www.city.toronto.on.ca/about_toronto/index.htm
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mailto:info@ica2002.com
mailto:nancy.jenkinson@actuaries.ca
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mailto:sheila.richard@actuaries.ca
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mailto:sheila.richard@actuaries.ca
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http://www.actuaries.ca/meetings/aa_e.html
http://www.actuaries.ca/meetings/aa_e.html
http://www.actuaries.ca/meetings/calendar_e.html
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�

International News

IAA Soon to Issue Guidelines of Practice for
Reports on Social Security Programs
By Bernard Dussault

sional bodies set professional standards
and guidelines of practice for actuarial
work on insurance and pension programs,
but generally these do not apply to SSPs.
Actuarial work on SSPs is also carried out
in many countries where the profession is
not well developed and where no actu-
arial standards of practice exist. The aim
of these guidelines is to ensure that all
actuaries involved in this type of work
provide reliable evaluations and commu-
nicate the results effectively to the relevant
publics. It is intended that the guidelines
will in due course be promulgated not
only through the international actuarial
profession but also to social security
institutions that are members of the
ISSA, with a recommendation from ISSA
to its members that it is appropriate that
such guidelines be followed.”

Reasons for Recommended Practice
Guidelines Rather Than a Standard of Practice

The IAA’s June 5, 2001 letter to its
member organizations states that:

“Since the circumstances in which ac-
tuarial reports on SSPs are prepared vary
considerably, and in view of the fact that
such reports may often be prepared by
individuals who are not necessarily mem-
bers of Full Member Associations of the
IAA, it was decided that recommended
practice guidelines would be developed
rather than standards.”

This statement is heavily supported,
as reported on May 15, 2001 by Chris
Daykin (Chief Actuary of the UK Govern-
ment Actuarial Department), by the fact
that:
� Many people other than actuaries are

involved in doing this work.

� Even those actuaries who do it are of-
ten not members of actuarial
associations (several, but not all, of
the ILO actuaries are in this position). 
In many countries membership of the
actuarial association is not necessary
to practice, and those working in so-
cial security institutions see little need
for involvement in professional activi-
ties.

� There are widely differing circum-
stances surrounding the commission-
ing and use of actuarial reviews of so-
cial security programs.  In some, the
actuary has a very strong professional
position.  In others, the social security
director, minister and parliament
hardly know what an actuary is and
certainly do not have high professional
expectations of the work.

Next Steps
The CIA is in the process of preparing

its response to the SSC. One of the impor-
tant comments from the CIA relates to the
need for greater clarity about the applica-
bility of these IAA guidelines to Workers’
Compensation schemes in Canada. Jill
Flicht, Chairperson of the CIA Workers’
Compensation Committee can be con-
tacted for additional information on the
CIA response.

According to the IAA due process, it is
expected that a final version of the guide-
lines will be presented to the IAA Council
at its meeting in Cancún on March 16,
2002 for permission to expose them as
proposed recommended practice guide-
lines.  There would then ensue a further
six-month period of formal consultation,
likely from April 1, 2002 to September 30,

I
n 1997, pursuant to a request of
the International Social Security
Association (ISSA), the Interna-
tional Actuarial Association (IAA)
embarked on a project to develop
and promulgate guidelines for
actuaries making formal reports on
social security programs. This
mandate was then passed on to

the Social Security Committee (SSC) of
the IAA.

The work of the SSC in this area
resulted in a report which the IAA Coun-
cil decided to release as an exposure
draft to its member organizations. On
June 5, 2001, the Secretary General of the
IAA, Yves Guérard, accordingly sent a
letter to all IAA member organizations (the
CIA being one of them) asking each of
them to provide by October 31, 2001 com-
ments on the exposure draft of
international recommended practice
guidelines applying to actuarial work on
social security programs (SSP). The ISSA,
the International Labour Association (ILO)
and the World Bank were at the same
time also invited to provide comments on
the June 5, 2001 exposure draft. These
latter organizations were afforded a slightly
longer period of exposure until November
30, 2001.

Some professional organizations, such
as the American Academy of Actuaries
(AAA) and the ILO already have in place
their own set of standards applying to ac-
tuarial practice in respect of social security
programs. Still, the IAA sees the raison
d’être for its proposed guidelines as sum-
marized in the following extracts from the
June 5, 2001 letter:

“In many countries, actuarial profes-
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Actuarial Associate, Corporate Actuarial. At National Life,
the Corporate Actuarial Department is responsible for the
valuation of annuity and individual insurance products, DCAT
studies and MCCSR calculations. This area is also responsible
for asset/liability matching, experience studies, embedded value
calculations, gain and loss analyses and many other interesting
projects. As a key member of the Corporate Actuarial team, you
will have the chance to get involved in these exciting tasks.
This position is ideal for an actuarial student who would like to

gain wide exposure to the financial aspects of an insurance
company’s operations. The ideal candidate is an ASA with at
least one year of industry experience, preferably in the corpo-
rate actuarial area. Your knowledge of APL and Excel, and
excellent verbal and written communications proficiency round
out your skills. Qualified candidates are invited to send their
résumés to: National Life, Human Resources Department, 7th
Floor, 522 University Avenue, Toronto, Ontario, M5G 1Y7; fax:
(416) 598-4574; e-mail: <hr@nationallife.ca>.

Classifieds

1 = All; 2 = All plus those on waivers; 3 = Fellows; 4 = Associates; 5 = Appointed Actuaries; 6 = Actuarial
Evidence; 7 = Life Actuaries; 8 = Pension Actuaries; 9 = P&C; 10 = Valuation Actuaries; 11 = Specific

T
hese CIA publications were distributed in November 2001. If you were not on the list to
receive a particular item and would like to receive it, or if you are missing
anything, please notify the Publications Department of the Secretariat by phone: (613)
236-8196, ext. 114, fax: (613) 233-4552, or e-mail: <judy.findlay@actuaries.ca>. If a
bracketed number follows the title, please quote this number as it will help us locate the
document in the archives more quickly. All online documents can be found at:
<www.actuaries.ca/publications/index_e.html>.

Document Title Accession  # Distribution
Bulletin, Vol. 12 No. 2, October 2001 20178 � � 2
CIA Due Process 20188 � � 1
Group Life Waiver Study Based on 1988-1994 Canadian
Group LTD Termination Experience 20184 � � 7
Guidance for the 2001 Valuation of Policy Liabilities of
Life Insurers 20180 � � 7
Minutes of the General Business Session of the June 2001
Annual Meeting 20182 � � 2
Pension Plan Funding 20185 � � 1
Proposed Affiliate Category 20183 � � 1
Revisions to CIA Bylaws 20181 � � 2
SOP for the Computation of the Commuted Value of
Pension Benefits in Cases of Reduced Life Expectancy 20186 � � 1

Documents Distributed
� 2002, and the proposed guidelines would

be on the agenda for the IAA Barcelona
Council meeting on October 21, 2002 for
adoption by a supermajority requirement
(80% of votes cast in Council to be in
favour).

Conclusion
Although the guidelines are directed

at actuaries, and, in the first instance, those
actuaries who are members of Member
Associations of the IAA, the hope is that
they will gain much wider application. 
One medium for achieving this will be
through disseminating the guidelines
through the ISSA, and hopefully also
through the World Bank and the ILO.  It
is hoped, by showing that actuaries do
this work in accordance with internation-
ally agreed guidelines, that the status of
actuaries in the field will be enhanced and
that others doing the work will aspire to
work to similar standards.  We hope it
may also encourage a move to ask quali-
fied actuaries to do social security review
work.  In countries of the world where
actuarial standards do not exist, these
guidelines should be of assistance to actu-
aries who are doing this type of work.  If
the profession becomes aware of actuaries
doing work that is nowhere near in ac-
cordance with the guidelines, then such
work should properly be brought to the
attention of the association to which they
belong as a potential discipline or coun-
selling situation.

Bernard Dussault, FCIA, is the CIA representative
on the IAA Social Security Committee.

Interest Rates for Transfer and Marriage
Breakdown Values for Pensions

Month-End Canada Bond Yields*Month-End Canada Bond Yields*Month-End Canada Bond Yields*Month-End Canada Bond Yields*Month-End Canada Bond Yields*
September 2001September 2001September 2001September 2001September 2001 October 2001October 2001October 2001October 2001October 2001 November 2001November 2001November 2001November 2001November 2001

Long-term composite 5.86% 5.32% 5.66%
Real return bonds 3.68% 3.60% 3.68%

These month-end bond yields are used in the calculation of transfer and marriage breakdown
values for pension benefits for the second month following. For example, the November yields
affect calculation dates in January 2002.  Members will have to add the applicable adjustment
(0.50% or 0.25%) and convert to an effective annual rate, as described in the standards of practice.
Also available on our website at <www.actuaries.ca/news_events/transfervalues_e.html>.
*Source:  Weekly Financial Statistics, Bank of Canada, p. 8.
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