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MEMORANDUM 
 
TO:  Members, Associates and Correspondents 

FROM: Josephine E. Marks, Secretary-Treasurer 

DATE: December 12, 2001 

SUBJECT: Report of the CIA Task Force on Finances 

The report from the Task Force on CIA Finances is enclosed. The recommendations set out in this 
report were approved by the CIA Board on November 21, 2001. Following the Board meeting, a 
brief presentation was made to the membership on these recommendations at the General Meeting 
on November 22, 2001. 

The task force recommended that equity be maintained within the range of 70–90% of operating 
revenue. The current level of members’ equity is at the lower end of this range, and the task force 
believes that it is advisable to maintain this level of cushion against unfavourable financial 
experience which may emerge from time to time. Furthermore, the task force wishes to encourage a 
balanced budget for future years.  

The task force is making specific recommendations for budgetary cuts in the fiscal year 2002/2003, 
including the elimination of the printed copies of the Yearbook and the Proceedings. In addition, 
many of the expected cost savings will come from closer control over expenses in general and 
regular review of recurring expenses. The task force supports a “zero-based budgeting” approach to 
setting expenses. 

Finally, a dues increase has been approved for the fiscal year 2002/2003. The task force noted that 
there had been no increase in dues during the 1990s, with two decreases having been approved 
during that period (one general decrease in 1996 and a reduction for electronic members in 1998). 
The increase in dues, together with the expenditure cuts proposed and expected, is required to meet 
the balanced budget objective for 2002/2003. 

JEM 

Task Force on CIA Finances 

Josephine E, Marks, Chairperson 
David R. Dickson 
Luc Farmer 
Rosemary Leu (Accounting Manager) 
Rick Neugebauer (Executive Director) 
A. David Pelletier 
Marcus A. Robertson 
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REPORT OF THE CIA TASK FORCE ON FINANCES 

1. EXECUTIVE SUMMARY 
In June 2001, the CIA Board approved the creation of the Task Force on Finances. The mandate of 
the task force was to examine all tasks performed by the CIA to see if they were still relevant, 
recommend to the Board which tasks should be reviewed to reduce expenses, look at ways to 
increase revenues and make recommendations on the level of membership dues for the next three 
years.  

The task force has followed its mandate and has the following recommendations: 

Recommendation:  That the CIA maintain its members’ equity level at a target of 80% of 
revenue, within the range of 70% to 90% of revenue. 
Recommendation: That the CIA eliminate printing and distribution of the Proceedings and make 
the Proceedings available electronically to all members. Estimated cost savings would be 
approximately $45,000 per annum.  
Recommendation:  That the CIA eliminate automatic distribution of the current format of the 
Yearbook and provide a cost effective (i.e., cheaper) version for purchase by the membership, 
upon request, at cost. Estimated cost savings would be approximately $35,000 per annum.  
Recommendation:  That the Board endorse appropriate advertising in the CIA Bulletin and 
meeting programs. 
Recommendation:  That the Board review the strategy and service providers for media and 
government relations and reconfirm the expected costs and benefits.  
Recommendation:  That the Board establish a firmer control process over legal costs, with the 
Executive Director being mandated to oversee the relationship with legal counsel.   
Recommendation:  That the work performed by the Secretariat staff be reviewed regularly (i.e., 
annually) and reconfirmed as required by the Executive Director, with the agreement of the 
Board. 
Recommendation:  That the Board monitor the aggregate costs of actuarial services being 
provided to the CIA. 
Recommendation:  That the Board approve an increase of approximately 6% in membership dues 
for the fiscal year 2002–2003, with the continuation of the $100 discount for electronic actuaries. 
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2. MANDATE AND OBJECTIVES 
In June 2001, the CIA Board approved the creation of a task force to consider the finances of the 
Institute. The recommendation to create a task force had been made by the previous secretary-
treasurer in light of concerns about financial forecasts made on revenues and expenses. Concerns 
were expressed about the forecasted deficit in the fiscal year 2001/2002, with further deficits 
forecast in the following years. Offsetting these concerns was the observation that members’ equity 
had been building and could result in negative tax consequences.  
The forecast year-end deficit for the fiscal year 2001/2002 is approximately $260,000. This would 
reduce the members’ equity to $2.43 million, or approximately 71% of total revenues.  

The stated mandate of the task force was to examine all tasks performed by the CIA to see if they 
were still relevant, recommend to the Board which tasks should be reviewed to reduce expenses, 
look at ways to increase revenues and make recommendations on the level of membership dues for 
the next three years. 

The composition of the task force was to be as follows:  current secretary-treasurer, previous 
secretary-treasurer, President-elect, executive director, accounting manager, and two additional 
members, one of whom should be representative of either a small firm or a sole practitioner. 

The task force was duly constituted in July 2001, with the following membership: 

Josephine E. Marks, Chairperson 
David R. Dickson 
Luc Farmer 
Rosemary Leu 
Rick Neugebauer 
A. David Pelletier 
Marcus A. Robertson 

The task force was asked to present its recommendations to the November 2001 meeting of the CIA 
Board and this report is presented accordingly. 

3. FINANCIAL POLICY 
Prior to the fiscal year 2000/2001, the CIA had enjoyed a surplus of revenue over expenditure for 
several years. In this fiscal climate, the former Council had embarked on several new initiatives, 
including the use of professional actuarial staff (with an initial budget of $200,000 per annum) and 
the rebate of $100 per member for electronic actuaries (with foregone revenue of $198,000). 

During the fiscal year 2000/2001, it was decided to develop a three-year budget process for the CIA. 
The first three-year budget forecast for the Institute showed that the level of members’ equity was 
trending to decline to unacceptable levels. This was a result of current and forecasted deficits and it 
was felt that corrective action should be taken promptly before a pattern of deficit spending was 
firmly established. However, it was noted that the previous auditor had expressed concern about tax 
consequences if members’ equity exceeded 100% of members’ dues. 

In discussions with the current auditor, it was noted that Canada Customs and Revenue Agency 
(CCRA) had recently issued Interpretation Bulletin 496R which sets out the requirements for a tax-
exempt non-profit organization. In it, CCRA indicated that the level of excess accumulated income 
could be related to anticipated expenditures or to the revenue pattern. If CCRA deemed that the 
association was intending to earn profits as well as carry out its non-profit purposes, tax could be 
imposed. 
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The task force considered the level of members’ equity relative to the revenue for the previous year 
and the expenses for the previous year. Members’ equity stood at $2.69 million, as compared to 
$3.44 million of revenue and $3.64 million of expenses for the previous fiscal year. 

The members’ equity can be primarily viewed as a cushion against adverse financial circumstances. 
If one considers the main financial risks, they include: 

(a) Membership Dues.  These are approximately $2 million per year. A severe economic 
downturn or other significant unexpected event could result in termination of memberships. 
For example, a 25% decline in membership would result in a loss of $0.5 million per year. 

(b) Meetings. These cost approximately $0.75 million per year. Again an unexpected significant 
drop in attendees would result in a loss. For example, a 50% unrecoverable loss in meeting 
income would result in a loss of $0.375 million per year. 

(c) Disciplinary costs and legal costs. The pattern of costs associated with the CIA’s discipline 
process has ranged from a high of $ 830,000 (for the fiscal year 1996/1997) to a low of 
$150,000 (for the fiscal year 1999/2000). The costs of the discipline process are 
unpredictable and fluctuate from year to year. This unpredictability was recognized by the 
CIA leadership in the 1990/1992 period when dues were increased significantly to provide 
contingency funds for the revised discipline process. General legal costs are more 
controllable but can still be significant when initiating major projects such as practice/peer 
review, CSOP, Bylaw revisions, due process, etc. Other costs are seen to be more 
controllable and less significant. 

If unexpected financial turbulence occurred, the CIA would be expected to adjust its financial 
position or take other corrective action within at most a few years. If one assumes that a three-year 
timeline is required to make the necessary adjustments, the total losses, as set out in points (a) and 
(b) above, would be in the range of $2.6 million. This represents approximately 80% of revenue. The 
current auditor has indicated that they would be comfortable with members’ equity at about this 
level. 

Recommendation:  That the CIA maintain its members’ equity level at a target of 80% of 
revenue, within the range of 70% to 90% of revenue. 

4. EXPENSE MANAGEMENT – RECOMMENDATIONS 
The task force considered six main areas of expense management that could aid in achieving a sound 
financial position. These were: publications, advertising, public and government relations, legal 
services, Secretariat salary expenses, and costs of actuarial consultants to the CIA. Each of these 
topics will be addressed in turn. 

To solicit the views of the CIA members on its finances and possible expense reductions, the task 
force conducted a membership survey. The results of that survey are reproduced in Appendix I. 
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A. Publications 
The total publication cost of the Proceedings for the two general meetings as well as the Appointed 
Actuary seminar is approximately $105,000 (range of $85,000 to $125,000) per year. This includes 
the costs of transcription, translation, editing, printing, and mailing. The membership survey 
indicates strong support for the elimination of the printing and distribution of the Proceedings, 
which would still be available electronically to all actuaries. Transcription, translation and editing 
costs of approximately $60,000 would still be incurred, so the total cost savings would be 
approximately $45,000 per annum. The task force noted that it should be possible to further reduce 
costs if a further culling process were used to determine which sessions would be subject to a 
permanent record. 

Recommendation:  That the CIA eliminate printing and distribution of the Proceedings and make 
the Proceedings available electronically to all members. Estimated cost savings would be 
approximately $45,000 per annum.  
Printing and postage of the Yearbook costs approximately $35,000 per annum. Based on the 
membership survey results, there would be support for the elimination of the automatic distribution 
of the Yearbook, with it being available to members, upon request, at cost. It was noted that the 
website enables the looking up of individual members but does not allow a full download of an 
entire membership listing. 

In order to achieve a reasonable unit cost, assuming a limited number of orders, it will be necessary 
to reduce production costs. Alternative formats are being developed.   

It has already been decided by the CIA leadership that the “blue section” (committee and task force 
information) should be eliminated from the next Yearbook. The information will be provided to 
members through the Members Only section of the website. Similarly, the information contained in 
the “white section” of the Yearbook is generally available on the website also. For the fiscal year 
2001/2002, a modified Yearbook containing mainly member information will be provided to all 
members free of charge.  

Recommendation:  That the CIA eliminate automatic distribution of the current format of the 
Yearbook and provide a cost effective (i.e., cheaper) version for purchase by the membership, 
upon request, at cost. Estimated cost savings would be approximately $35,000 per annum.  

B. Advertising 
There is currently no advertising in the Bulletin or in meeting programs, other than employment 
opportunities. The membership survey indicated support for the use of advertising, with 72% 
supporting advertising, of whom 8% supported only limited advertising. Comments made on the 
survey indicated that there would be support for advertising on a tasteful and professional basis. The 
task force did not have a feel for the extent of interest in actuarial advertising in Canada.  

Recommendation:  That the Board endorse appropriate advertising in the CIA Bulletin and 
meeting programs. 
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C. Public and Government Relations 
Annual costs for public relations (Media Profile) are approximately $100,000 while annual costs for 
government relations (SAMCI) are approximately $60,000. These are significant expenses and 
should be reviewed and approved by the Board on an ongoing basis. 

Recommendation:  That the Board review the strategy and service provider for media and 
government relations and reconfirm the expected costs and benefits.  

D. Legal Costs 
General legal costs (non-disciplinary) were $140,000 in the fiscal year ended March 2001 and are 
budgeted to be $100,000 in the fiscal year ending March 2002. Year-to-date results indicate that 
there will be a significant budget overrun in the current fiscal year (actual expenses of $130,000 at 
second quarter, forecast expenses of $175,000 for the full fiscal year).  

The control mechanism for both general and disciplinary legal work consists of the direct user of the 
legal work (e.g., chairperson of CCSOP for legal work in support of CSOP, chairperson of 
investigation team for legal work associated with a case) reviewing all invoices and recommending 
payment, if appropriate. Any issues resulting from the invoices are then discussed with legal 
counsel. 

The task force encouraged the executive director to assume ownership of this issue, with clear 
accountability to be defined in the future. Resolution of any issues arising with counsel should be at 
the Board level, which could include a review of the legal services provider. Possible actions would 
include insistence on cost estimates and clarification of scope before legal work is performed, clear 
authorization for work performed, and use of a retainer for some of the legal services. 

Recommendation:  That the Board establish a firmer control process over legal costs, with the 
executive director being mandated to oversee the relationship with legal counsel.   

E. Secretariat Salary Expenses (including all benefits) 
Work by the Secretariat can be generally observed to increase every year, with decreases in work 
being very rare. Secretariat salary expenses are a significant part of the CIA budget and need to be 
managed accordingly. The executive director is responsible for managing the Secretariat and 
communicates informally to the Board at present.  

As a basis of comparison, the Secretariat staff complement in 1992 was 16, and is currently 16. The 
staff salary expenses have increased from $667K to $770K (FY 00-01), an increase of 15.4%, 
compared to CPI of 19.34% over the same period. 

A more formal communication process would enable the executive director to get better feedback on 
the work to be performed during the year, in terms of prioritization and importance. A sample report 
from the executive director on the Secretariat project list and work underway is attached as an 
indication of how this issue could be addressed and reviewed regularly (See Appendix II).  

Recommendation:  That the work performed by the Secretariat staff be reviewed regularly (i.e., 
annually) and reconfirmed as required by the executive director, with the agreement of the Board. 
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F. Actuarial Services 
In November 1999, the Council approved an annual budget of $200,000 for paid actuarial services to 
support key CIA committees. At the time of approval, the Council did not direct whether the 
individual(s) would be on a full-time staff basis or contractual. In consultation with key practice 
committees, the executive director advertised for contractual actuarial services, initially for three 
committees. Each of the committees provided an estimate of the hours it would require for the 
balance of the fiscal year. In preparation for subsequent fiscal years, the executive director contacted 
all users of the paid actuarial services and requested an estimate of anticipated hours of work. These 
estimated hours were aggregated and translated into a monetary amount which was approved by the 
Board with the annual budgets. 

With the decision having been made to use external actuarial services to support the CIA and the 
Secretariat, these costs become a significant portion of the CIA budget. The assignments and 
resulting costs are predominantly (85%) being driven by the Practice Standards Council, with the 
balance emanating from the Education and Eligibility Council.  The process is new, and there is no 
indication that costs are a concern relative to the services provided. Nevertheless, this represents a 
significant cost to the CIA and should be managed accordingly. 

Recommendation:  That the Board monitor the aggregate costs of actuarial services being 
provided to the CIA. 

5. OTHER RECOMMENDATIONS AND ACTION PLANS 
In the course of the review undertaken by the task force, a number of other issues were considered.  
These discussions resulted in the following recommendations. 

• Retain the two-tier membership fee structure between electronic and paper actuaries. Change 
the emphasis so that the normal membership is an electronic one and paper membership 
would incur a surcharge. Do another campaign to promote electronic membership. 

• Use zero-based budgeting for all major expenses of the CIA every year. 
• Establish periodic reviews of all service providers. 
• Review the rental arrangements and associated lease in one year’s time, prior to renewal of 

the lease. 
• Continue to run meetings on a break-even basis. 
• Maintain the current travel expense reimbursement policy. Communicate to chairs and 

members of committees and task forces to encourage effective use of travel dollars (i.e., use 
of CIA free tickets, use of teleconferences). 

• Review the travel expense reimbursement policy for Board and Council members when 
attending a conference in conjunction with a Board or Council meeting.  

Implementation of the recommendations made in the above two sections should result in annual 
reductions of approximately $150,000 in expenses. This projected reduction assumes savings of 
$45,000 from the Proceedings, $35,000 from the Yearbook, $50,000 from reduced legal costs, and 
$20,000 from reduced media relations costs. In light of the current and forecasted deficit of $400,000 
for the fiscal year 2002/2003, a membership dues increase of approximately 8% would be required 
to achieve a balanced budget. The task force noted that there had been no increase in dues for ten 
years, and that, in fact, there had been two decreases in dues during that period – a general $35 
decrease in 1996 and a decrease of $100 for electronic actuaries in 1998. 
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The task force is recommending an increase to dues of 6% in fiscal year 2002/2003, increasing 
revenues by approximately $140,000. This will bring the forecast deficit for the year to a more 
manageable $47,000 with the potential of breaking even if expenses are well managed and no 
unexpected expenses arise. However in the subsequent two years, the deficit would continue to 
increase, indicating that further cuts to expenses, or increases to dues may be necessary. The 
following scenarios have been prepared: Scenario 1 reflects the recommendations in this report, and 
Scenario 2 has been included for illustrative purposes: 

Scenario 1: Dues increase of 6% for fiscal year 2002/2003 only, with expense controls and 
reductions as outlined in this report. 

Scenario 2: Dues increase for fiscal year 2002/2003 as above, with further expense reductions to 
achieve a break-even budget.  

These scenarios are depicted in Appendix III. 

Recommendation:  That the Board approve an increase of approximately 6% in membership dues 
for the fiscal year 2002/2003, with the continuation of the $100 discount for electronic actuaries. 
The actual increases are shown below: 

 Dues FY01-02 
($) 

Increase 
($) 

Dues FY02-03 
($) 

Fellows 850 50 900 

Associates >10 years 575 35 610 

Associates 425 25 450 
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APPENDIX I 
SURVEY RESULTS 

The task force conducted a survey of the CIA members to solicit their views on CIA finances and 
possible expense reductions. The results of that survey are reproduced in this section of the report. 

Question One 
Based on a CIA Board Resolution, registration fees for our meetings are set so that they 
approximately break even over the year. Do you think that we should continue our meetings on a 
break-even basis or subsidize them from membership dues and other income? 

       Number of  Response 
       Responses  Ratio 
Continue them on a break-even basis   415   86% 
Subsidize meetings       34     7% 
Generate revenue       32     7% 

Question Two 
Our general and annual meetings sometimes have more expensive events such as off-site dinners 
and/or entertainment. As an example, at the June Toronto meeting we had a cruise and dinner for 
attendees. Reducing the scope of these types of events would lower costs. Do you think we should? 

       Number of   Response 
       Responses  Ratio 

Reduce meeting expenses and have 
 less elaborate meetings   223   47% 
Keep the same format for meetings   235   49% 
More elaborate, more expensive meetings    18     4% 

Question Three 
The CIA is becoming more electronic and about two-thirds of our actuaries are electronic. Electronic 
actuaries (EAs) pay $100 less for membership dues. EAs still receive some paper documents such as 
the Yearbook and election ballots. Further reducing the productions and mailing of paper material 
would save the CIA money and save some trees. The following proposal is being considered: 

(a) Electronic. No paper other than meeting notices 
(b) Electronic/paper. Yearbook 
(c) Paper. Everything is mailed. 

Electronic members would continue to pay lower membership dues. Electronic members would be 
able to purchase copies of documents at cost. Do you? 

       Number of   Response 
       Responses  Ratio 

Like the proposal     413   87%  
Not like the proposal       34     7% 
Suggestions        28     6% 
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Question Four 
A significant CIA cost is our Yearbook. An alternative would be to not publish the Yearbook and to 
make the information available electronically. Members who require a printed copy would be able to 
order one at cost. Do you? 

       Number of  Response 
       Responses  Ratio 

Like the proposal     345   72%  
Not like the proposal     101   21% 
Suggestions        35     7% 

Question Five 
Other than for job opportunities, we do not allow advertising in the Bulletin and/or meeting 
programs. Do you think we should allow additional advertising of a professional nature (e.g., 
executive recruiters, software houses, consulting firms, etc) to generate income? 

       Number of   Response 
       Responses  Ratio 

I support the idea     311   64% 
I do not support the idea    137   28% 
I support the idea but would limit 
 the advertising       36     8% 

Question Six 
The CIA produces Proceedings containing transcripts of meetings. Proceedings cost money to 
prepare and send to members. How often have you referred to the Proceedings in the last year? 

       Number of   Response 
       Responses  Ratio 

Did Not      275   58% 
Once       100   21% 
Two to five times        88   18% 
More than five times       16     3% 

Question Seven 
To save money, do you feel that it would be a good idea to offer the Proceedings on the CIA website 
and to make them available on paper at an additional cost? 

       Number of  Response 
       Responses  Ratio 

Yes       451   94% 
No         30     6% 
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APPENDIX II 

CIA SECRETARIAT PROJECTS LIST 2000/2001 
 

Completed Projects 

Accpac conversion 

Actuarial Evidence Seminar 

AFIR Colloquium 

Committee recognition project at November 2001 General Meeting 

Dedicated listservers 

Installation of new server 

Installation of new phone system 

Restructuring 

Search engine  

Segregated Funds Seminar 

Volunteer Initiatives – historical update 

Website redesign 
 

Ongoing Projects Remarks 
Archiving meeting material • Time-consuming and time-sensitive 

Electronic voting – second ballot • Has been done once, will be repeated this year 

Increased international support • CIA Accounting Dept. now does all IAA accounting, including quarterly 
statements for ASTIN, AFIR, IPEF, and IACA. Also administers four new 
bank accounts for AFIR and IACA.  

Design/layout of meeting programs • Done in-house now 

Members Only website • Updates are ongoing 
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Online surveys • Need to be composed, translated, formated electronically 
• Have completed several surveys in past year – CLIFR, Appointed Actuary, 

committee chairs’ response to new structure, four volunteer-related surveys, 
three Board surveys, TF on Finances, TF on Communications  

Practice Education Course • Ongoing 

Support to three councils in addition to Board • Ongoing 

 

New Projects Who’s Involved Remarks 
Actuarial Evidence Practitioners 
Online Database (AEPOD) 

• Webmaster 
• Committee on Actuarial Evidence 

• In progress 

Affiliate category of membership • Membership Department 
• Committee on Eligibility 

• Will be a lot of work to process applications 

CIA portion of online North 
American actuarial library 

• Webmaster, Publications Dept. 
• CIA/SOA 

• Not started due to lack of staff resources 

Create publications database with 
index pages on website 

• Webmaster, Publications Dept. • Low priority, has been started 

E-Commerce • Accounting Department, Meetings 
Department, Executive Director, Webmaster 

• Test group was created to register online for the 
November meeting 

Meeting Planning • Meetings Department, Accounting 
Department, Executive Department 

• Unusual locations and joint meetings have caused 
increased work 

Online membership directory 
(publicly available) 

• Webmaster • Pending completion of AEPOD – might do similar for 
other practice areas 

Secretariat involvement on task 
forces 

• Various staff • Involvement is increasing 

Volunteer initiatives • Membership Department 
• Committee on Volunteer Initiatives 

• Volunteer initiatives is a new requirement which will 
require a great deal of ongoing support. CVI intends to 
request full-time staff person. 
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APPENDIX III 
Scenario #1 
  

Dues increase of 6% for fiscal year 2002/2003 only, with expense controls and reductions as 
outlined in this report. 

 

 
Scenario # 1  Three Year Projection 

(300,000) 
- 

300,000 
600,000 
900,000 

1,200,000 
1,500,000 
1,800,000 
2,100,000 
2,400,000 
2,700,000 
3,000,000 
3,300,000 
3,600,000 
3,900,000 

Fiscal Year 

D
ol

la
rs

 

Revenue  3,437,167   3,432,000   3,380,000   3,488,000   3,432,000  
Expense  3,641,252   3,690,000   3,427,000   3,647,000   3,664,000  
Suplus/(Deficit)  (204,085)  (258,000)  (47,000)  (159,000)  (232,000) 
Equity  2,687,290   2,429,290   2,382,290   2,223,290   1,991,290  
Target Equity at 80%  2,749,734   2,745,600   2,704,000   2,790,400   2,745,600  
Target Equity at Min. 70%  2,406,017   2,402,400   2,366,000   2,441,600   2,402,400  

Actual Forecast Forecast Forecast Forecast 
YE 00-01 YE 01-02 YE 02-03 YE 03-04 YE 04-05 
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Scenario # 2 

Dues increase for fiscal year 2002/2003 as above, with further expense reductions to achieve 
a break-even budget.  

 

 
Scenario # 2  Three Year Projection 

(300,000) 
- 

300,000 
600,000 
900,000 

1,200,000 
1,500,000 
1,800,000 
2,100,000 
2,400,000 
2,700,000 
3,000,000 
3,300,000 
3,600,000 
3,900,000 

Fiscal Year 

D
ol

la
rs

 

Revenue  3,437,167   3,432,000   3,380,000   3,488,000   3,432,000  
Expense  3,641,252   3,690,000   3,380,000   3,488,000   3,432,000  
Suplus/(Deficit)  (204,085)  (258,000)  -     -     -    
Equity  2,687,290   2,429,290   2,429,290   2,429,290   2,429,290  
Target Equity at 80%  2,749,734   2,745,600   2,704,000   2,790,400   2,745,600  
Target Equity at Min. 70%  2,406,017   2,402,400   2,366,000   2,441,600   2,402,400  

Actual Forecast Forecast Forecast Forecast 
YE 00-01 YE 01-02 YE 02-03 YE 03-04 YE 04-05 
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