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Moderator Michel Simard: Alors bon après-midi tout le monde. Mon nom est Michel Simard, 
directeur général de l’ICA, et je serai le modérateur de cet atelier sur le professionnalisme pour 
les actuaires travaillant en milieu corporatif et les actuaires désignés. 

« La science sans conscience n’est que la ruine de l’âme. » Ces paroles de François Rabelais 
nous ramènent à la principale mission de notre association professionnelle, soit celle de faire en 
sorte que notre profession puisse prendre en compte le mieux-être général et ce, au-delà de 
ses intérêts personnels.  

Today we are going to challenge you with a program that will allow you to see a real-life 
situation with two videos that have been produced by our colleagues at the Institute and 
Faculty of Actuaries. We thank our colleagues for the permission to use these videos with you 
today. We would like to challenge you today and generate an interactive discussion on 
professionalism.  

It’s nice to say that our first guiding principle is to protect the public interest over and above 
our interest. But it is often easier said than done in a very complicated world that is seeing 
concentration of business, and a world that is seeing an actuarial profession as being mostly a 
salaried or employee profession to some extent. There are a lot of issues and it’s always great 
for a profession to take time to look at those things and look at how we can elevate the bar to 
render better service to society in general in that regard.  

This is what we are going to do this afternoon. And in order to help us do so, we have the help 
of very well-known and seasoned practitioners. I am going to introduce each and every one of 
them, starting with the ladies, of course.  



2  SEPTEMBRE 2017 COLLOQUE POUR L’ACTUAIRE DÉSIGNÉ – MONTRÉAL (SÉANCE 14) 

 

 

Vol. 28, Septembre 2017 DÉLIBÉRATIONS DE L’INSTITUT CANADIEN DES ACTUAIRES 

Micheline Dionne qui est FICA et ancienne présidente de notre organisation. Elle occupe aussi 
présentement le poste d’ambassadrice internationale de l’ICA. Marilyn Dunnill, senior manager 
risk, consulting, at KPMG. Welcome Marilyn. Jacqueline Friedland, a well-known volunteer of 
the CIA, a property and casualty practitioner who is currently chief actuary at RSA Canada. She 
is also involved internationally in a lot of things and she knows her stuff. Joseph Gabriel, 
actuaire résident, éducation à l’Institut canadien des actuaires. And, last but not least, our good 
friend Jacques Tremblay, who is another ex-President of the CIA and is currently Chairperson of 
the CIA International Relations Committee and also an actuary at Oliver Wyman. Welcome 
aboard.  

Now, we are going to proceed with our videos and I would like to provide you with polling 
instructions. For those of you who have a phone, you are going to have to use the app. We are 
going to present a first video and there will be some questions asked during the video. We 
would like to get your input . . .  

Let me just present the classic disclaimer before we present the first video. The events, 
characters, and firms depicted in these videos are fictitious and any similarity to actual persons, 
living or dead, or to actual firms is purely coincidental . . .  

[Video presentation] 

Heather: You are a tiger.  

Nathan: Thank you very much. 

Heather: Drink a coffee, tiger.  

Nathan: Thanks, Heather. There can’t be that many CEOs that bring morning coffee for a lot of 
the actuaries like me. 

Heather: Well, it’s the least I can do.  

Nathan: Um-hum. 

Heather: You’ve been here all night? 

Nathan: Unfortunately, yes. What time is it? 

Heather: 8 a.m. You are working on the acquisition offers? 

Nathan: Yeah, due diligence. If we are going to buy Silver Bullet Insurance, we need to make 
sure we know what we are getting into. 

Heather: I like your attitude. Listen, Nathan, I really, really appreciate you working so hard on 
this. This acquisition is a great opportunity for us to grow as a company and time is the enemy. 
We don’t have too long to make a final decision on whether to go ahead.  

Nathan: Yeah, exactly. That’s— 

Heather: But be careful. You are in a trusted position as one of the very few people who knows 
anything about this and the information you are dealing with is highly sensitive. You falling 
asleep next to a stack of paper marked Confidential isn’t the most encouraging sight in the 
world. 
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Nathan: Yes. I know. Of course. Sorry.  

Heather: Don’t apologize. You are working hard, I understand. Just, you know, be careful. 

Nathan: Sure. Thanks. I don’t normally do all-nighters, well, with my incredibly active social life 
and everything. But we really need to get further so we only have a few days before we make a 
decision on whether we go ahead with the acquisition.  

Heather: Um, actually we have until the end of the day.  

Nathan: What? 

Heather: I know it’s a rush but we are all feeling pretty good about Silver Bullet. The board is 
excited, the shareholders are happy. But only if the price for the purchase is right, of course.  

Nathan: There is not enough time to go through all the numbers. Not thoroughly, anyway.  

Heather: Well, about that. I might be able to help you save some time. Last night I spoke to the 
investment banker who is overseeing the acquisition. He indicated that any successful bid 
would have to be over 500 million.  

Nathan: Pounds.  

Heather: No. Five hundred million balloons. Of course pounds. What kind of question is that? 

Nathan: I’m sorry. What I meant was 500 million surprises me. I’ve done some basic 
spreadsheet modelling and I personally would value Silver Bullet at around 400 million.  

Heather: Pounds.  

Nathan: Yes, pounds.  

Heather: Humph, so there is a slight difference. 

Nathan: Yes. These are high-level assumptions of course, but even if I was to be really 
optimistic, the highest I feel we should go for is 450 million pounds. 

Heather: Are you sure? Are you sure you are not just being your normal conservative self? 

Nathan: I am not being conservative. Look, there are certain areas of the Silver Bullet 
businesses that have been exposed to some very large claims. Liability insurance includes some 
sectors that have gone very wrong for companies in the past. I am particularly nervous that 
they write products liability to pharmaceutical companies. I mean, you’ve been around long 
enough to know that that is dangerous territory.  

Heather: Around long enough? 

Nathan: Sorry.  

Heather: What’s this been about? 

Nathan: This is motor business insurance written in several European countries that we don’t 
currently cover. Silver Bullet is claiming that their business is lower risk than what we would 
think for our local motor book. I made same assumptions to try to deal with it. This is an area 
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that I [have not] had much experience [in] but the experience I do have tells me that there is a 
potential for problems.  

Heather: Ahh, I really want us to succeed with this takeover.  

Nathan: Perhaps this is a good idea that we involve few of our people inside the organization 
and see what they think. I could do with some other opinion on the calculations I’ve done. 
Maybe we could ask Louis or Susanne— 

Heather: No. Look, we’ve been through this. We can’t involve more people. We need to keep 
the risk of information being leaked to an absolute minimum.  

Nathan: Yeah, but— 

Heather: But nothing. Nathan, you are paid a very handsome salary to do what you do. Taking 
responsibility and making big decisions is part of your job. 

Nathan: And I am quite— 

Heather: Nathan, we don’t have time to waste. Look, if you really believe that it’s a no, then, 
OK, we can start looking at other acquisition opportunities. You have until 3 p.m. to check 
things over. If you are not happy with the numbers then I’ll inform our chairman that we are 
pulling out. I’ll say that European motor and liability were too risky.  

Nathan: OK. But shouldn’t we create a report about that? Make it absolutely clear what I have 
and haven’t done so our people understand our decision. 

Heather: Right now your job is to work out whether this deal will make us money or not. You 
don’t have time to waste trying to cover yourself.  

Nathan: I am not trying to cover myself by— 

Heather: Look, I’ve been really impressed with your attitude lately, Nathan. Don’t spoil it now. 
Make your recommendation and I’ll back you up.  

Nathan: This coffee is stone cold.  

[End of video presentation] 

Moderator Michel Simard: Now, we are going to answer the three questions that are circled in 
red, starting with the first one: “Is Nathan under too much time pressure to do a good job?” Yes 
or no? 

[Music] 

[Laughter] 

I think it’s kind of obvious. Any comments from our panellists on this one? 

Jacques Tremblay: Certainly this is a typical due diligence project. You don’t have the time to 
do the true analysis that you want to do. So there is pressure. In this case there is a bit too 
much pressure for having a 3 o’clock deadline. And he is clearly in a field with which he is not 
comfortable. So he should do something about that part.  
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Moderator Michel Simard: Any other comments? 

Unknown: Oui. It leads to the subsequent questions.  

Moderator Michel Simard: Very good. OK. Question number 2: “Is it more important to keep a 
transaction confidential or to ensure that the right decision has been made?” 

[Music] 

I think we are going to have more comments and I hope that we will have also comments from 
the assistants because it’s obviously quite balanced there. Jacquie?  

Jacqueline Friedman: This is a hard one to answer because you’ve got two conflicting rules of 
professional conduct. You have the confidentiality rule that we must adhere to, but you also 
have the rule about operating or conducting yourself in areas in which you have experience and 
expertise. So then you get to a situation where you’ve got to balance those.  

Moderator Michel Simard: Is there any way to balance those things? 

Marilyn Dunnill: I would say, just continuing from what you are saying, that this whole thing is a 
case. There are many situations that have very tight timeframes but there are certain things 
that can be done to manage [them]. For instance, the fact that there was this 3 o’clock deadline 
that he didn’t even know about; that’s one thing. The other thing is, when it comes to the 
confidentiality, they could manage it to make sure that there is, other than just the one person, 
a team around this to start with non-disclosure clauses.  

Moderator Michel Simard: Micheline?  

Micheline Dionne: Yeah.  

Moderator Michel Simard: Go ahead, Micheline. 

Micheline Dionne: Effectivement, j’aurais tendance à garder la transaction confidentielle. C’est 
vrai que c’est difficile dans ce cas dans la mesure où il y a juste une personne; c’est vraiment 
une situation très particulière. Mais à ce moment-là, je mettrais un contexte autour de la 
réponse pour qualifier puis donner le degré d’incertitude et si possible, convaincre mon 
management d’impliquer plus de monde, mais pas nécessairement de l’outrepasser dans un cas 
comme celui-ci.  

Moderator Michel Simard: Est-ce qu’il y a des gens parmi vous qui avez vécu des situations 
semblables ou qui avez des commentaires ou des solutions à apporter? Are there any 
comments from the room on this question? 

Steve Prince: I would say the confidentiality is important because it’s not the actuary’s 
prerogative to divulge secrets. It’s part of the answer. The second part of the answer is that the 
company has made a choice. They have decided they don’t want at team of 10, 20, or 30 
people. In which case, the actuary would write a report saying something along the lines of, 
“Considering it’s just me and you’ve given me no time, here is what I know so far.” He is not 
giving an unqualified “this is a good deal or not” response, nor is he qualified to give the 
opinion on whether it’s a good deal. He is presenting the actuarial aspects of it. I think that one 
is fairly clear. It’s difficult but fairly clear.  
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Unknown: If it was me I’d make it very clear to the woman that I could not complete the 
analysis without consulting someone who had the expertise. I mean, I would simply, under my 
professional standards, state the inability to go on. 

Moderator Michel Simard: Joseph, de quoi ajouter? 

Joseph Gabriel: Oui, effectivement. Je pense que si on met ça en contexte au niveau de 
l’Institut, ça serait la règle 2. Je pense que là, Nathan n’est clairement pas qualifié pour faire le 
travail. Donc même s’il émet l’opinion selon lui, selon son expertise limitée, l’opinion de cette 
personne qui n’est pas qualifiée pour aller de l’avant avec une acquisition de 500 millions de 
livres, enfin, ça reste une décision corporative, mais je pense qu’il y a un problème au niveau 
professionnel également.  

Moderator Michel Simard: Un commentaire? 

Unknown: Yes. An important one, I think. Confidentiality is so critical to me, because you never 
know whether there could be insider trading in this thing. There could be stock involved and 
things like that. And I remember a few years ago a president of the SOA describing a very 
specific case about that and having to answer to the FBI, because these things get out. This is 
scary when you have [to] answer [to] the FBI on situations involving inside trading.  

Moderator Michel Simard: On the confidentiality issue, are there ways to manage that specific 
requirement according to the circumstance? What could be a precaution to take in this? 

Jacques Tremblay: You certainly sign a non-disclosure agreement and sometimes I have seen 
you tell the other party who is in the know within your team. You give a list of names and, 
clearly, people at the office know that we are working on Project Silver Bullet and it’s hush-
hush. Certainly keep the information confidential, yes. But I would have expanded the non-
disclosure agreement. I would have added more people to the non-disclosure agreement and 
then you contact the seller and you inform them about these two additional names. You need 
the expertise. You need to [do] this right.  

Moderator Michel Simard: OK. Are there other comments from the room? 

Unknown: The other thing that we mention as well is one way to potentially deal with this is 
you go into the bid process and you say, “I’ll give you 450 million. That’s my offer because I am 
not happy with what I see on this line of business. And if you give me more information, then 
potentially I could go to the 500.” So you make a conditional offer. It’s potentially a way to look 
at this too.  

Moderator Michel Simard: OK.  

[Video presentation] 

Nathan: You send me a note, Heather? “See me”? It brings back memories of being sent to the 
teacher’s office.  

Heather: Come in. Sit down. 

Nathan: You’ve got a very serious look on your face. Is everything OK? 

Heather: Not really. I’ve just come from a board meeting. The chairman was absolutely furious.  
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Nathan: OK. Why? 

Heather: Yesterday he had lunch at Chez Henri.  

Nathan: And that made him furious. It’s expensive, I suppose.  

[Laughter] 

Heather: I don’t have time for jokes, Nathan. He was having lunch with the chairman of 
Moottie, our biggest rival. The chairman of Moottie was gloating about how successful their last 
acquisition has been. 

Nathan: Silver Bullet Insurance. 

Heather: Yes, Silver Bullet Insurance. He also said that the European motor book had been the 
real star performer.  

Nathan: I don’t know what to say. 

Heather: You don’t have to say anything yet. But our chairman wants a full retrospective review 
with what went wrong with our due diligence. This isn’t a witch-hunt, Nathan. But the board 
has made [it] very, very clear that any weak link in the chain has to be identified and if 
necessary replaced.  

[End of video presentation] 

[Laughter] 

Moderator Michel Simard: “How could Nathan justify his position?” OK. Next. “Should Nathan 
ignore instructions and do the write-up?”  

Unknown: That’s before you saw the “18 months later.”  

[Music] 

Moderator Michel Simard: Do the write-up. 

Unknown: I wonder how many of those were influenced by the “18 months later” information. 
I think as we were preparing this afternoon, and we were coming up with what the options 
should be, we said if you’ve got to deliver something by 3 o’clock, you may not do the write-up 
in those five hours that you have, but you do the write-up the next day, the next evening, or 
whatever. Clearly, by professional standards you need to document your work. But I do think 
there were some different answers. Are there any thoughts from others? 

Moderator Michel Simard: How could Nathan justify his position? Jacques? 

Jacques Tremblay: Throw her under the bus. 

Unknown: Oh boy! 

Jacques Tremblay: No. Seriously, Nathan is in a pickle, no doubt about it, especially since they 
lost the bid and it turns out that he was concerned about a line of business that turned out to 
be a real gem. So if he hasn’t written anything at all, he is going to have to recall what he did, 
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how he did it; certainly, the highlights he’ll recall. But the chairman at the board won’t be too 
happy.  

Unknown: I think another thing that’s a problem is the fact that he is writing it up now, as 
opposed to earlier. Now he’s got to point out what went wrong and that’s not going to be an 
easy thing to do, particularly since he was receiving a lot of pressure to do things that he really 
didn’t want to do. But there is no choice; he has to do it.  

Unknown: As someone who considers herself a bit of an expert in motor, I would question 
whether you know whether a motor business is good after 18 months. Certainly, we know 
about Ontario auto business. 

Moderator Michel Simard: Is it fair, though, to say that, considering that a professional is 
supposed to be objective and independent and could normally have the capacity to put a desk 
between himself and the interests of his client or employers, would have it been fair for Nathan 
to say, “No, I am not doing that report because it’s not feasible and a professional will not be 
able to provide the information that you need by that deadline”? Instead of basically trying to 
satisfy Peter, John, and Jack?  

Because to me it looks as if the situation here is a lot of circumstances that are not depending 
on him at all. He received the instructions: “Do the report. You have till 3 o’clock this 
afternoon.” Put pressure, pressure, pressure [on]: “We’ll lose the deal if we don’t have that.” 
But at the end of the day, considering that he has a kind of link with the employer and also a 
duty of loyalty, we all know that there is that thing: “I am part of the team. I am loyal to the 
team.” “I have to deliver; I am well paid to do what I am doing.” But when it’s not possible on 
professional grounds, would it be inconsiderate for him to say, “No go. I am not doing that 
report and I am just refusing to take part in it”?  

Unknown: On these things I tend to see this [in] black and white. In real life you probably have 
a discussion with your boss, saying, “I do think it’s potentially 450. Why don’t we try to get 
more information?” If you have to do the work by 3, then you have to do the work by 3. These 
are typically very serious deadlines. But in terms of the offer, this black-and-white answer, it’s 
not the price, we are not going to quote. Often, even the banker providing 500 is also acting on 
behalf of his client. There is a way to have a meaningful conversation with your boss, saying, 
“There are other options to deal with what we have and still go forward.”  

Now, in this very case, I think he should be presenting the facts as they occurred—hopefully he 
has documented it—and recalling the discussion he has with the boss and the reason they came 
together, in a sense, with the conclusion. 

Unknown: He doesn’t have time to do a written report but what would really happen is, let’s 
say, at 2 o’clock they would meet with the board and then at that point he can verbally give a 
report to the board of: “This is what I’ve done. This is what I am not comfortable with.” Come 
up with a range and then senior management makes a recommendation to the board as far as 
the purchase price is concerned. And then the board can decide to go forward or not. But if he 
is verbally heard—because in this case, the board never saw Nathan, right? If Nathan would 
have said: “I came up with 400,” his boss could say, “We’ve heard ‘500’ from the investment 



SEPTEMBER 2016 SEMINAR FOR THE APPOINTED ACTUARY – MONTREAL (SESSION 14)  9 

 

 

PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES  Vol. 28, September 2017 

banker,” and then communication, communication, communication, right? Truly you cannot 
break the non-disclosure agreement.  

Unknown: Just a couple of comments. Having been involved in some mergers and acquisitions, 
rarely is bottom-up price paid. You may figure it’s worth 400 and the opposing offer is at 600, 
so whether your value is 400 or 450 is irrelevant. Sometimes there are other things, such as 
how badly you want the business, the synergy expense/savings and then usually, after the fact, 
there is regret. The company that wins pays too much and the company that lost didn’t pay 
enough. 

Unknown: A couple of thoughts, and not just about this example. I was thinking, how can I 
learn from this example and what would I do the next time I am in an merger and acquisition? I 
can make sure that I keep good records of what I was asked to do by who and at what time and 
[on what] date. What I was given to do that work and with who I could do it or consult or have 
peer review. What were my key reliances and limitations and whether I wrote that the 
weekend after I had to deliver my oral. Just to keep my own log of all the different things, 
whether it’s this assignment or another similar kind of assignment.  

Moderator Michel Simard: Other comments from the panel? 

Joseph Gabriel: Si on ramène la situation sur une base plus ponctuelle, je pense qu’une des 
leçons à tirer de ce qui se passe dans la partie 2 de la vidéo c’est qu’initialement, Nathan n’était 
pas qualifié puis pour l’avoir dit, on a quand même pris la décision. Mais ultimement, l’issue de 
la situation est la pire chose qui aurait pu arriver pour lui et pour l’entreprise. Alors quand on 
parle de Murphy’s law, that if something could go wrong, it will, je pense que c’est ce qui est 
arrivé ici. 

Unknown: Just a comment. We are looking at this from the actuary’s side but chairmen like to 
boast. Maybe it’s a one-year profit, but that doesn’t mean that the long-term business is sound. 
It’s really two chairmen chatting between themselves and saying, “Hey, I’ve got the deal you 
didn’t get.” That’s it.  

Moderator Michel Simard: Ready? Well done. Other comments? OK. 

[Video presentation] 

Allie: Ready, Laura? 

Laura: Ready for what? 

Allie: You said to stop by. I am meeting a team of actuaries responsible for the Quarter 3 claims 
reserving prices. You wanted to discuss timetables for the coming quarter? 

Laura: Yes, of course. Sorry. I am all over the place. This won’t take long. You don’t want a 
coffee, do you? 

Allie: Well— 

Laura: Allie, this is the first time you’ve been in charge of the quarterly process here at Auto 
Insurance, right? 

Allie: Yes, but— 
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Laura: You are very young to be a senior manager. Good for you. 

Allie: Thanks.  

Laura: Right. Obviously the reserving process is something we do regularly. But we want you 
and your team to pay close attention to Quarter 3. Now, this is a due fast close process. It forms 
the basis of the year-end results for our company. We need to get our results marked as soon 
as possible after year-end. So we don’t [want] to make any changes from Q3 unless something 
like a really big storm happens. OK? 

Allie: Yep.  

Laura: Now, the reserves of the third are set by a reserve committee. As chief financial officer, 
that committee is chaired by me, which is why I thought of us having a quick catch-up.  

Allie: I agree. It’s important we are on the same page. 

Laura: Exactly. Now, the forthcoming year is critical for Auto Insurance. We’ve been coming 
under pressure because, for the last few years, we’ve disappointed the market by not delivering 
on our business plan. In the latest rating agency meeting, the analyst hinted another poor set of 
results could lead to the firm being placed on a negative outlook or worse. 

Allie: Not good. 

Laura: Not good indeed.  

Allie: I’ll do anything I can to help. 

Laura: I heard you were confident.  

Allie: Yeah. 

Laura: I admire it. Anyway, I promised the CEO that there will be no surprises this year. Listen, I 
am going to give you advanced warning when it comes to second reserves. You, of course, have 
to be happy with the numbers you come up with. 

Allie: But? 

Laura: We also know that actuaries tend to be cautious in that outlook. We really don’t want to 
set worse results than necessary this time. If we find out in a year’s time that a lot [of] run-off 
profit is being declared, the damage to the company would already have been done. 

Allie: Well— 

Laura: But your underwriting officer particularly was very unhappy with the mid-year results. 
Our main new product, Goldshield, launched nearly two years ago, was expected to make lots 
of money. Your team’s forecast showed that it is only just about breaking even. We have some 
independent research that suggests that is performing as originally planned, thus we should still 
be projecting serious profits for Goldshield. I know we agreed to be cautious to begin with. Now 
we know we have a success on our hands, we should recognize that fact. Are you still with me, 
Allie? 

Allie: I think so.  
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Laura: You think.  

Allie: No, I know. I am with you, Laura. I am going to take everything you said into account 
going forward.  

Laura: Good. Then I am going to report to the CEO and let him that we are on track to declare 
results in line with the plan next year. 

[End of video presentation] 

[Laughter] 

Moderator Michel Simard: Ouch! Should Allie be worried at this stage? 

[Music] 

Moderator Michel Simard: In fact, a poll released by the AAA a couple of years ago indicated 
the undue influence on the establishment of assumptions as the number-one ethical problem 
of the actuarial profession in United States, followed by the lack of support for those who want 
to get into whistle-blowing operations. This really occurs. Do we have any comments on that?  

Unknown: Je pense qu’Allie aurait probablement dû demander à son prédécesseur pourquoi il 
ou elle quittait avant d’accepter l’emploi.  

Moderator Michel Simard: D’autres commentaires de la salle? 

Unknown: When the CFO says: “I am going to tell the president or the chairman of the board 
that we are going to meet results next year” and results haven’t even occurred yet, then that’s 
a little crazy.  

Unknown: I have been very involved for the last six or eight years in the Casualty Actuarial 
Society course on professionalism when it’s in Canada, and it’s an honour to teach the up-and-
coming new members of the society. But we always have an introductory speaker, and at the 
last course Chris Townsend spoke and he gave a wonderful description of how important it was 
to wear lapel pins when he was at Aviva. There was a culture of wearing your Aviva lapel pin 
with great pride. But he said, before he went to [the] reserve committee, on those days when 
he was presenting to the reserve committee, he took off his Aviva lapel pin and he put [on] his 
CIA lapel pin and that that was a different role in which he was carrying out and conducting his 
duty.  

The story stuck with me so much that when I did my last quarter reserve committee, I told it to 
all the members of our reserve committee. It’s really a hat and a posture I wear when I go in. So 
when I saw this video for the first time last night, I thought: “What lapel pin is she wearing?” 

Moderator Michel Simard: But this is a duty that is essentially reserved to the actuary that is 
sitting on a reserve committee. What about the others? I mean, we are part of a profession; we 
adhere to the same code of conduct and to the same set of moral values. What about the rest? 
What about the support system that is expected from the profession? 

Unknown: I certainly have an opinion, but what are others?  

Moderator Michel Simard: Any opinion? Any answer? 
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Unknown: I don’t think it’s any difference if you are doing pricing, own risk and solvency 
assessment or any other work. I am an actuary carrying out work on behalf of my employer, 
and my client if I am a consultant. But I work under professional standards.  

Jacques Tremblay: At the end of the day you only one have reputation.  

Unknown: Yes. Just a comment on this. This CFO, she can say whatever she wants. Is she 
signing something? She is not signing anything. Now, you have to understand, in the U.S., under 
the principles-based reserves, they are going to force management to sign a special disclosure, 
and they have provided the Appointed Actuary [with] the necessary resources and things like 
that. Maybe that’s what they need to know also in Canada.  

Moderator Michel Simard: Any comments from this side of the room? You have been 
particularly quiet.  

Unknown: I think that Allie could have enjoined the conversation by pointing out some things 
that are within her professional requirements. For instance, you don’t trim the reserves in other 
lines in order to support a particular line. And then when the CFO was saying that she had some 
independent research, then I’d investigate exactly what that independent research was and 
what was the source. Was it an actuarial source? Just exactly what was she basing her decision 
on?  

Unknown: I wanted to ask a question today about whether the other actuaries in the room 
have the same duties, like special duties and stuff? And absolutely they do. That doesn’t mean 
they have the same opinion. In my previous role in risk, Jacquie and I would sit opposite each 
other and we would often debate some of the numbers and the assumptions that have gone 
into it. And that may have changed Jacquie’s view. It probably changed my view more than 
Jacquie’s. That’s part [of] a healthy debate. The situation is, as Laura is saying, “You are going to 
have to meet these numbers.” That’s obviously a different situation. But it doesn’t mean, as an 
actuary, you shouldn’t be taking information from lots of different sources to get to your 
opinion, and accept that there was a range around what’s right as well. 

Unknown: I guess in this case, she is being a bit naïve in saying, “Yes, yes, yes.” She wanted to 
do the best in the circumstances, but I don’t think she realized how much deep trouble she was 
getting herself [in]. The problem is that if she accepts it, then she’ll never be able to have her 
own judgment. Once you start on a path, it’s very difficult to undo it. So even if she is new and 
it’s very tough for her to point out that she has a professional code of conduct and so on, she 
needs to do that as quickly as possible. Otherwise, she might as well quit the job.  

[Video presentation] 

Gary: Hey Allie. How is it going? 

Allie: Gary. Hi. I was just thinking about you earlier. 

Gary: Really?  

Allie: Yes, I was thinking: “You know who hasn’t been around to annoy me for a while?” 

Gary: There is an error in the work we are doing for Quarter 3 claims. 
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Allie: And here you are. Right on cue. 

Gary: We haven’t been picking up the information from the Goldshield product properly.  

Allie: Why? 

Gary: The new computer system hadn’t been fully in place when Goldshield launched so the 
team using spreadsheets is a quick fix. They put reported claims in pounds sterling but the 
premium used was in U.S. dollars. It’s only in this quarter the first payments have been made 
and normal reconciliation had highlighted the difference. So now it appears Goldshields are 
performing a lot worse than we thought.  

Allie: Argh, excellent! Thanks, Gary. 

Gary: You are welcome.  

Allie: I guess I’d better go e-mail Laura and let her know. 

Gary: Good luck. 

[End of video presentation] 

Moderator Michel Simard: Allie now knows that there is a problem. Should she try and resolve 
it herself or raise it with others?  

Jacques Tremblay: One of my rules is bad news never gets better. It just doesn’t. So you don’t 
bury it. You don’t kill the messenger either, right? You have to have an open-door policy; if 
something happens, then just face up to it, call the client and then make the numbers right. 

So in this case, yes, she should tell the CFO, she should [tell] the underwriter, and she should 
double-check the work of the person that just cordially happened to drop by on a sidewalk, for 
God’s sake. 

[Laughter] 

But at the end of the day you check the numbers, make sure it’s right, and once it’s right, you 
just face the music.  

Unknown: I think it’s significant that there was a currency issue. Surely that’s not the actuary’s 
fault. There must be someone else not doing something right for that sort of mistake to 
happen. You don’t want to get into finger-pointing and witch-hunting, but OK: “They gave us 
this, they gave us that, they gave us this other thing . . .” 

Jacques Tremblay: Accounting knows for sure. The system knows. 

Unknown: Yes. So she certainly shouldn’t be alone in this one.  

Unknown: To me it’s an excellent example. How many of us have side calculations? Most of our 
valuation flows too nicely in some systematic way but we always have adjustments on the side 
in Excel. And you think you have everything linked and properly checked, so whether it’s 
currency or you didn’t limit the reinsurance right or you assigned it to the wrong year or you 
earned it the wrong way, whatever the example is, mistakes happen. Adjustments get made.  
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Unknown: The other thing too is at this point it’s not just her problem. It’s the problem of quite 
a number of people. So she definitely does have to raise it with different people in her company 
like those higher in the organization, as well as not blaming [her] staff but discussing what 
happened with her staff.  

Marilyn Dunnill: I agree. I think back to my KPMG days that if I was doing an audit, and if I got 
the feeling that something wasn’t going the right way, then I’d rather share it sooner, just give 
the other partner the heads-up, and [say]: “I’ll tell you more when I am done [with] all my 
calculations.” But I am not going to wait that extra week to do all my calculations. Get the 
process started.  

Unknown: I would say that the video ended the wrong way with her just saying, “OK, I’ll just go 
and tell them.” It should have been: “We are going back to your office and we are going to go 
and take a look at everything.” She is going to verify that everything is, in fact, what he said and 
then she is going to immediately go on to her boss to explain it. The concept of “I am just going 
to wander off and take everything at face value” is silly, because they might have done it both 
in pounds and someone may have just made a mistake that it was dollars and pounds.  

Moderator Michel Simard: But there is an ending to the video. Don’t worry. There is a better 
part.  

[Laughter] 

Unknown: The conclusion of that one is that it’s not how any decent manager is going to 
handle this. As soon as someone tells you something bad news, you go with them, and you go 
verify it. You don’t just wander off to tell your boss. 

Unknown: Based on a couple of personal experiences, one comment I would make that I was 
going to make earlier, and I’ll make it now, is that it’s very important within an organization, 
particularly for people that are in these kind of challenging roles, to make sure that you’ve got 
that network of support of knowing to whom you can go. Because when you say, “Go to 
others,” yes. But I am not sure Laura would be the first person to whom I’d go because you kind 
of have a sense that she might not be the person who is going to come up with the best 
solution to this issue. Having encountered this myself before, I found it was very important to 
have a network of trusted people within an organization who would actually help you resolve a 
problem. I’ve been in a situation in which you have a boss who is telling you to do something 
that you know is wrong but you’ve got to find another way to resolve it, and you make sure you 
know who those other people are. 

Unknown: That’s a great idea. I know in my organization that I joined the risk department and 
used co-workers to be a sounding board and as people with whom I can confidentially share 
things and talk things through. I think that’s one good place to look.  

Unknown: I also think the thing is that we have the rules within the CIA to be able to talk to our 
fellow members and discuss.  

Unknown: You have to be careful. You can talk to the chair of the Property and Casualty 
Financial Reporting Committee if it was a P&C actuary and evaluation, but I may not want to 
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talk to a co-worker because then I could be implicating her, depending on the whole 
circumstances.  

Moderator Michel Simard: You are making reference to Rule 13? 

Unknown: Rule 13. 

Moderator Michel Simard: Provide [the] actuary with a kind of bona fide conversation with the 
chair of the Practice Council on standards-related issues. But when it hits the discipline, then 
that rule changes and then non-obligation does not apply to that rule.  

Now we go with the ending of our video. Thank you.  

[Video presentation] 

Laura: Thanks for joining me. 

Allie: Did you— 

Laura: I saw your e-mail. I’ll be honest: I am not happy.  

Allie: Well, if it makes you feel any better, I’m not happy either. Unfortunately, it’s one of those 
things. We just have to concentrate on how we can fix things going forward. For the Goldshield 
cost of business, reserves will need to be changed for the fourth quarter. 

Laura: I am not sure I agree with that.  

Allie: Well, the error we identified was material for that class of business. To be perfectly 
honest, I was already uncomfortable with the levels of reserves previously set. Now, I certainly 
feel an adjustment is necessary.  

Laura: Uncomfortable with reserve levels previously signed off. You created those levels.  

Allie: The final numbers were slightly more optimistic than I would normally have chosen. In 
hindsight I probably let myself be influenced a little too much.  

Laura: Really.  

Allie: Well, the Q3 results were agreed to by the reserving committee in line with your 
expectations. I felt the difference was too small to make a fuss. 

Laura: Make a fuss? You do know what your job entails?  

Allie: I do. 

Laura: If you are uncomfortable with the previous results then you shouldn’t have signed them 
off. It is that simple.  

Allie: I don’t necessarily agree it’s that simple.  

Laura: But you did sign them off and everybody agreed. And quite frankly, it’s too late to 
change your mind now.  

Allie: What? 

Laura: This incident needs to be looked at in isolation.  
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Allie: Laura— 

Laura: It’s a simple mistake made by your team. It’s not new external information and therefore 
doesn’t meet the criteria needed to change the results at year-end. I want the fourth quarter 
expectations met. 

Allie: Laura! 

Laura: Allie, if you’d identified this problem earlier, we could have trimmed a bit of fat in the 
reserves of other products and all would have been fine. But it’s too late now. I’ve really, truly 
just come from a meeting with an audit partner and he is happy with everything he has seen so 
far. I really don’t want to rock the boat.  

Allie: Rock the boat? 

Laura: I understand if you raise the issue in a quarterly actuary report, but we can simply note 
there was a problem identified, we decided more investigation time was needed, so we intend 
to raise the issue with the reserving committee during Quarter 1.  

Allie: OK.  

Laura: I am sure you don’t need me to tell you, Allie, any actuary report from you that 
undermines the agreed reserves would make you look—well, you wouldn’t look like a team 
player. Targets have been hit. The underwriting team are expecting their best bonus in years. 
Changing things now for no obvious reason would make enemies of them in the future. You 
don’t want that, do you? 

Allie: Nope.  

Laura: Good. Now it’s a simple problem. Go find a simple solution. And let me be clear in case I 
haven’t been already: I expect the results to remain unchanged.  

[End of video presentation] 

Moderator Michel Simard: What should Allie do now?  

Jacques Tremblay: You’ve got to quit. Again, you only have one reputation. It’s easy to say for 
sure, right? But once you know for sure that the numbers are right and you need to push 
through this reserve increase, you have to do it. No “if” and no “but”.  

Unknown: Before you do that you still have an option of saying, “This is a growing block. The 
more we wait, the bigger the issue.” So then she could potentially see that there is more 
advantages [in] doing it first. I’d try that first and then have my resignation very close by. 

Unknown: In Canada you have a whole lot of options than to throw it back on the CFO, because 
I have my in-camera sessions with my audit committee and I have my relationship and 
responsibility to my regulator, be it a federally or a provincially regulated company. As an 
Appointed Actuary I’ve got to document in writing why I am leaving and quitting. I certainly 
wouldn’t be pushed around but, even if you didn’t have my personality, I think you’ve got a lot 
of ground on which to stand that protects you from our professionals, regulation, legislation, 
and the professional standards. That’s really strong. It helps you perform as you should.  
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Jacques Tremblay: At the end of the day, you don’t cover up a mistake. Never, never, never. 
Face the music, tell the world right away, check it; and then, as you said, you’ve got all kinds of 
options. We talked about the circle of friends that you have. Clearly, that’s a first place to go. 
But, I am on the board and the chair of the audit committee is really close with me. You 
establish a relationship of trust and the in-camera sessions are for that as well. What keeps you 
worried at night? Potentially at the last quarter she could have said, you know: “I am checking 
this line of business. Some people are optimistic about the results, but I am not sure yet. I am 
monitoring it.” Right? Give them the heads-up.  

Moderator Michel Simard: As a professional association, at the CIA we have rules of 
professional conduct, and we have [a] corpus of policy that relates with standards and 
guidance. Are there any other things that the professional association could do to allow those 
who are in a position, for example, to really assume their independence and [objectivity]? Is 
there anything else that we can think of doing at the CIA level to help those who are in these 
kinds of situations at some point? 

Unknown: I don’t think anything more is needed. 

Moderator Michel Simard: You don’t think? 

Marilyn Dunnill: I don’t think anything more is needed. It’s quite strong. In my 20 years in 
Canada . . . I spent the first part of my career working in the U.S., but ever since I came to 
Canada in different roles, whether I was at Zurich doing pricing or KPMG consulting or RSA, I 
have many times called upon my standards and said: “No, this isn’t right.”  

Jacques Tremblay: I am in that camp as well and I’ve said that, during the year I was President 
walking around and talking to the American Academy and the SOA, I am extremely proud of our 
standards of practice. I am extremely proud. We meet with the regulator twice a year, and 10 
years ago those discussions were not pretty. They were pretty unhappy with the range of 
practice that they saw from us appointed actuaries, whether it’s on the property and casualty 
side or on the life side, and they let us know about it. 

We’ve come a long way now. Are we done, though? I’ll just take as an example what we used 
for equity returns on supporting long-term liabilities. That is still one way you can drive a truck 
through this one, and that’s unfortunate.  

So we need more standards. You don’t want to handcuff people either. I like our system. I like 
our system in which you’ve got room for judgment. I am very, very impressed with what we 
have. You’ll never have enough education notes, however, right? That’s the issue.  

Moderator Michel Simard: Micheline? 

Micheline Dionne: In terms of improving the process and the independence of the actuary, I 
also try, as the CIA, to give an equivalent message to the actuaries themselves. And I am 
thinking, for example, that sometimes in committees it looks like some companies or consulting 
firms or whatever have some roles in which somebody leaves and we are asking, “Which 
person from this company would you recommend?” It’s very hard indeed to talk about 
independence if it’s your boss that designated you to join some of the CIA committees. So it is 
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indeed some practical way of getting volunteers but in terms of the message, I think we are 
hurting ourselves. 

The other thing I thought I’d like to see with the CIA is we are all working from an entity that 
has to report, or we are working for a consultant that has these companies as clients, and we 
are building standards. Yes, we ask people to be independent. Is it really possible to [be] 
objective on something from some of the colleagues if we all benefit from something? It’s hard 
to be the devil’s advocate. And even if some people succeed in doing this, I think there is a 
perception issue and that we should make sure that people could truly be viewed as 
independent. For example, staff of the CIA—not the committee’s staff, because I don’t think we 
can afford that, but some people that could from time to time bring their perspective. We 
would benefit a lot from having that.  

Moderator Michel Simard: That we have a last question for the apps.  

[Music] 

Last words. 

Unknown: One thing I noticed when I did see that second part of the video was that the CFO 
put the fact that she signed it in her face, which would have been a very uncomfortable 
conversation if she had challenged at the start. But it sounds like the signing is still important 
even to her.  

Joseph Gabriel: My only thought is to thank you, Michel. Over the last three years you’ve been 
pushing us . . . more than we have done in the past to think back about the actuarial profession. 
And having sessions like this at the end of the AA Seminar, which we never used to do, and 
talking with everybody about what would you do in these situations. This is extremely helpful, 
so thank you.  

Moderator Michel Simard: We did [prove] that professionalism is a never-ending process. It is 
going to be the centre of our mission and it is what guarantees the bond that we have with the 
public, which is the reason why we all work at the end of the day. Whether you are in life 
insurance, in P&C, in actuarial evidence or in pensions or any other field that requires actuarial 
talent or knowledge, at the end of the day what we are doing is helping people and bettering 
our society.  

I would like to thank our panellists, and also thank you for your participation. It has been a 
great moment, and rest assured that we will have others. Thank you very much. 

[Applause]      

[End of recording] 

 


