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From the President

Continuing Education

by Patrick J.
Grannan

“Your billabletime determinesyour
income. Your non-billable time deter-
mines your future”

his observation was made by

David Maister, an authority

on the management of pro-

fessional service firms. It is
aworthwhile observation for any pro-
fessional to keep in mind. For those
who are not consultants, “billabletime”
translatesto thework you are currently
paid to do. “Non-billable time” in-
cludes the time you invest in develop-
ing skillsthat will help you be success-
ful in the future. | hasten to add that
successisdefined by theindividual and
is certainly not limited to compensa-
tion.

The CAS provides continuing edu-
cation opportunitiesranging from spe-
cial interest seminarsonrelatively nar-
row topicsto broader seminarssuch as
the CLRS and the Ratemaking Semi-
nar, and the CAS Spring and Annual
Meetings, which offer wide varieties
of topics. Many additional continuing
education programs are available from
other sources, including several CAS
Regional Affiliates.
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The WTC Collapses

Terrorist Attacks Claim Life of CAS Member
by Elizabeth Smith

In the days following the terrorist attacks of September 11, 2001, the CAS was unable
to account for one of its members, Philip D. Miller. Miller was one of 4,815 listed as
missing from the attacks on the World Trade Center (WTC) Twin Towers. Miller, who
worked on the 102™ floor of Tower Two for Aon Risk Consultants, reportedly phoned his
wife to tell her that he and other coworkers were evacuating the building but was not
heard from again. (See page 5 for atribute to Miller.)

A 1975 Fellow, Miller had only been with Aon a few months, working as a principal
and consulting actuary. For several years prior to moving to Aon, Miller spent a majority
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Ross WIns President-Elect;
Conger to Become President

ARLINGTON, Va.—Inthefirst CAS competi-
tive election in recent years, Gail M. Ross won
over Sholom Feldblum to become CAS president-
elect. Out of atotal 1,274 votes cast, Ross won
with 696 votes (55%). Feldblum garnered 578
votes (45%). Ross will take on the position at the
close of the 2001 CASAnnual MeetinginAtlanta,
Georgia this month, when Robert F. Conger of-
ficially succeeds Patrick J. Grannan as CAS
president.

Balloting for the 2001 CAS election closed on
October 1, 2001. CAS tellers verified the election results on October 4, 2001. A total of
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Carlson and Schultz Elected
to Executive Council

ARLINGTON, Va.—During its September 13 meeting, conducted viaconferencecall,
the CAS Board of Directors voted to elect Christopher S. Carlson as vice president-
programs & communicationsand Roger A. Schultz as
vice president-continuing education. Carlson succeeds
David R. Chernick and Schultz takes over for Abbe

Robert F. Conger Gail M. Ross

Inside This Issue:
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_
Reflections on
September 11

by Walter C. Wright

tember 11, 2001, began as a perfect day. The morning was beautiful in

New York City—warm, clear blue skies without a cloud in sight, a slight

eeze. Hundreds of thousands of workers poured into downtown Manhat-

by subway, bus, PATH, train, car, and foot, rejoicing in the gloriouslate

summer weather. And thousands of uswent to our officesin the World Trade Center

Towers. We were beginning a normal Tuesday.

By the nature of our profession, we spend time working with the financial im-
pacts of al kinds of disasters: earthquakes, hurricanes, industrial accidents, medi-
cal malpractice, automobile accidents, fires, and so forth. Thelanguage of our trade—
catastrophe coverage, clash covers, limits of liability, excess of loss, adverse devel-
opment—is atechnical jargon that in-
sulates us from the underlying human
suffering that is represented. We work
with the numbers, simplifying human
tragedy to the status of claim frequency
and average severity.

We normally do not think of claims
in the context of the human element,
because they represent remote events,
not directly connected to us. That re-
moteness, the separation between our lives and the “numbers,” ended at 8:47 am.
on September 11.

Many CAS membersworked in the Twin Towers and felt the explosion when the
first plane hit the north tower. We then suffered, with the rest of the nation, as this
act of terrorism expanded to include the south tower, the Pentagon, and United
Airlines Flight 93 crashing down in southwestern Pennsylvania. As a professional
organization, we are very fortunate that so many of us physically escaped. But we
have all been touched by this tragedy—some directly, by the loss of loved ones,
close friends, and business associates, and others less directly, by the knowledge
that thousands were killed in this act of terrorism.

In the aftermath of the tragedy we have witnessed the best in humanity:
® the heroism of the firefighters and other rescue workers;
® the mutual support of the tens of thousands of workers—of all nationalities,

religions, and ethnic groups—who vacated lower Manhattan;

@ the outpouring of love for the many missing;

® the selflessness of the volunteers who have worked so long at ground zero;

@® broad support from the community to help in any way possible with families
who had lost members and with others who were suffering from the tragedy.
This has been a potent reminder that human nature has the capacity for enor-

mous good as well as evil.

Our liveswill be changed by the events of September 11 in many ways. We will
never again be so comfortable, either at home or abroad. This will lead to many
small adjustments at apersonal level, combining to represent major changes across
our society—we are already experiencing the effects on the travel industry.

As we begin to rebuild our businesses and our lives, we should not forget the
terrible events of September 11. But, hopefully, we will each be able to remember
the goodness that was also revealed, and will make personal efforts to increase the
joy that does, in fact, till exist in the world. We had an unforgettable reminder that
each day could be our last, so let’s make each day as good as we can, for ourselves
and for others, as we move ahead.m
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Head to the Waterside for
the 2002 Ratemaking
Seminar

by Klayton Southwood, Member, Committee on the Ratemaking Seminar

The 2002 Ratemaking Seminar will be held at the Tampa M arriott Waterside in Tampa,
Florida (pictured right) on March 6-8, 2002. The program, the venue, and the Wednes-
day through Friday format should make for the best Ratemaking Seminar ever! Promotional materials and information on the
seminar will be available at the beginning of next year.

The general session will focus on some insurance implications of the tragic events of September 11, 2001. Concurrent
sessions will include an introductory track covering standard ratemaking procedures for personal lines coverages, plus ad-
vanced sessions on data management; financial and dynamic financial analysis; workers compensation; commercial lines; per-
sonal lines; and property, regulatory, and reinsurance issues. Call papers from the Ratemaking and Data Management Research
Committees will be presented.

Many topicswill be featured, such as the costs of bad data, privacy issues, stochastic ratemaking techniques, pricing excess
workers compensation, workers compensation residual market/state fund issues, captive pricing, changesin homeowners clas-
sification and rating variables, and professionalism. Look for information via the CAS Web Site (www.casact.org) and in the
mail in late December or early January.m
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Make room on
your bookshelves
for Foundations of
Casualty Actuarial
Science, now available from the Casu-
alty Actuarial Society. Thisfourth edi-
tion of the CAS Textbook takes an in-
troductory approach to basic actuarial
conceptsand isabeneficial addition to
any student or academic’s library.

The new edition wasfirst envisioned
in 1998 by a task force charged with
evaluating the third edition and recom-
mending changes for a fourth. The

Textbook Rewriting Committee, con-
sisting of Chairperson Robert L owe,
Stephen D’ Arcy, Steven Groeschen,
Farrokh Guiahi, Donna Munt, and
Rial Simons, was instrumental in
implementing the recommendations of
thetask force, including the refashion-
ing of al chapters to an introductory
level. A new chapter on risk theory was
added to the fourth edition to cover
morethoroughly atopic previously ad-
dressed as a chapter section.

The textbook has an impressive list
of authors, many of whom also con-

Fourth Edition Foundations
Textbook Now Available

tributed to the first edition: Jo Ellen
Cockley, Stephen D’Arcy, Curtis
Gary Dean, Sholom Feldblum, Rab-
ert Finger, Andrea Gardner, Richard
Gorvett, Howard Mahler, Charles
McClenahan, Gary Patrik, Marga-
ret Tiller Sherwood, John Tedeschi,
Kimberley Ward, and Ronald Wiser.
The Foundations of Casualty Actu-
arial Science, Fourth Edition, can be
purchased from the CASfor $75. Visit
the CAS Web Site (www.casact.org)
and click on “Publications’ to find a
downloadable order form.m

Election results
From page 1

1,279 Fellows, or 58.3 percent of the
CASFellows, votedinthisyear'selec-
tion, compared to 39.7 percent of the
Fellows voting in the 2000 el ection.

CASFellowsalso elected new CAS
Board of Directors. They are Phillip N.
Ben-Zvi, CurtisGary Dean, David G.
Hartman, and Janet R. Nelson. These
Fellowswill also assumetheir new po-
sitions at the close of the 2001 Annual
Meeting in Atlanta.
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Ross has been a CAS Fellow since
1985 and is currently vice president
with Am-Re Consultants, Inc. in
Princeton, New Jersey. Ross has served
the CAS in various capacities, most
recently as member of the CAS Board
of Directors, a position she has held
since 1998. Ross has worked on the
Syllabus Committee since 1986, serv-
ing asvice chair (1994-1995) and chair
(1995-1999). Other CASwork includes
chair of the Education Consultant Task
Force, member of the Board Task Force
on Exams 3 and 4, and member of In-
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ternational | ssuesand Education Policy
Committees.

The new directors will serve three-
year terms. They succeed CharlesA.
Bryan, John J. Kollar, Ross, and
Michael L. Toothman. As the most
recent past president, Grannan will
serve as chairperson for the CAS Board
of Directors during 2002. Members of
the CAS Nominating Committee for
the 2001 CA S electionswere Chairper-
son Mavis A. Walters, Robert A.
Anker, Albert J. Beer, Alice H.
Gannon, and Steven G. Lehmann.m
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From the President
From page 1

Precept 2 of the Code of Profes-
sional Conduct says, “AnActuary shall
perform Actuarial Services only when
the Actuary isqualified to do so on the
basi s of basic and continuing education
and experience and only when the Ac-
tuary satisfies applicable qualification
standards.” When working inthe U.S.,
for example, theAcademy’s Qualifica-
tion Standards apply. Those standards
reguire a minimum of 12 credit hours
of continuing education per year on
average for actuaries who issue “pre-
scribed statements of actuarial opinion,
(PSAQ)” such as statutory statements
of actuarial opinion on loss reserves.
Most practicing actuaries, including
those who do not issue PSAOs, should
want to spend more than 12 hours per
year keeping up to date and expanding
their skills, although much of that time

would not necessarily be spent in for-
mal continuing education activities
such as seminars.

There have been discussions re-
cently in some CAS and Academy
committees about the possibility of
expanding the qualification standards
by broadening the work to which they
apply or by increasing the number of
hours required. No change of thistype
would be made without substantial op-
portunity for discussion and input by
the membership.

The primary reasons for consider-
ing changes of thistype areto improve
the image of the profession and to ful-
fill the CAS statement of purpose bet-
ter, which says the CAS will (among
other functions) “establish and main-
tain standards of qualification for mem-
bership” and “promote and maintain
high standards of conduct and compe-
tence for the members.” Other profes-
sionshave significantly higher require-

mentsthan 12 hours and appear to find
them practical. The primary arguments
against expanding our requirementsare
that we should avoid creating any more
rules than necessary and that some
practical issues may be difficult to ad-
dressin defining the requirements. One
important issue is that many of our
members work outside the traditional
casualty actuarial practice areas. Some
manage businesses and do little or no
technical work. Any new requirements
would need to take these members' cir-
cumstancesinto account, such asby ex-
empting them or by defining the quali-
fying continuing education in a way
that is relevant to their work.
Regardless of whether the
profession’s continuing education re-
quirements are expanded, | would
strongly encourage any actuary toiden-
tify their own requirements—thetypes
and amounts of skill development
needed to be successful inthe future.m

Executive Council

Election
From page 1

has an extensive background in CAS
programs, most notably serving on the
Ratemaking Seminar Committee,
which he chaired, and the Committee
on Ratemaking. Carlson has been ac-
tively involved with the latter commit-
tee since 1990, serving as vice chair-
person (1993-1994) and chairperson
(1994-1997). Other CAS activitiesin-
clude serving on the Examination, and
Research Policy and Management
Committees, aswell asthe Task Force
and Committee on Volunteer Re-
sources.

Schultz isa 1988 CAS Fellow, who
currently chairsthe Committee on Vol -
unteer Resources. He has been amem-
ber of the Committee on Professional-
ism since 1993, serving as vice chair-
person (1995-1996) and chairperson
(1996-1999). He was amember of sev-
eral other committees throughout the
1990's, including Ratemaking Seminar,
Syllabus, and Examination. Hehasalso
served on two task forces, Volunteer
Resources and Membership Survey,
and was the liaison to the American
Academy of Actuaries Council on Pro-
fessionalism (1997-1998).

TheBoard of Directorsreelected the
five other vice presidents on the 2000-
2001 Executive Council for 2001-

Christopher S. Carlson

Roger A. Schultz

2002. These vice presidents are
Sheldon Rosenberg (Administration),
Mary Frances Miller (Admissions),
LeRoy A. Boison (International), and
Gary R. Josephson (Research and
Development).m

CORP-Accepted Papers Posted on Web

The CAS Committee on Review of Papers has released its quarterly update of recently accepted papers. Electronic ver-
sions of the accepted papers are located on the CAS Web Site under “Publications” The CAS Editorial Committee will be
editing these papers for inclusion in the Proceedings of the Casualty Actuarial Society. As of October 15, 2001, CORP has

accepted the following papers:

1.  “Isthe Efficient Frontier Efficient?’ by William C. Scheel, William J. Blatcher, Gerald S. Kirschner, and John J.

Denman

2. “Smoothed NPML Estimation of the Risk Distribution Underlying Bonus-Malus Systems’ by Michel Denuit and

Philippe Lambert

3. “Underwriting Cycles and Business Strategies’ by Sholom Feldblumm

The Actuarial Review
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One of Our Own

by Theresa W. Bourdon

s the horrific events
of September 11 began to
unfold, the painful realiza-
tion hit many of usthat we
had friends and colleagues who could
have been in or near the World Trade
Center that morning. According to the
CAS, six firms, including insurers,
reinsurers, brokers, and consultants
employed atotal of 36 CAS members
with WTC addresses. By Friday, Sep-
tember 14, aletter from CAS President
Pat Grannan posted on the CAS Web
Site identified only one CAS member
who was still missing: Philip Miller.

For those of us who knew Phil, the
realization that he wasamong the miss-
ing brought overwhelming grief for the
great loss to his family, friends and
colleagues, and to his profession. For
those of you who did not know Phil,
similar feelings were likely accompa-
nied by a natural curiosity to know
more about Phil Miller. After al, heis
one of our own.

By all accounts, Phil should be de-
scribed as an actuarial student prodigy.
By thetime hewas graduated from City
College of New York in 1968 at age 20
he already had two CAS exams under
his belt. He began a promising career
that same year with the Insurance Rat-
ing Board, a predecessor of Insurance
Services Office, Inc. (1SO), initsactu-
arial department in New York City.
Whileat 1SO, Phil continued with stel-
lar success on the exam track. In 1970
Phil’s first child, Sheryl, was born.
Along with the joy of his first born
camethe distractionsand challenges of
parenthood, yet Phil remained ever the
determined student. According to Phil’s
wifeArlene, Phil kept to hisstrict study
regimen, taking only one week off be-
tween sittings, and using a closet in
their small New York apartment as his
study space. By May 1975 Phil was a
CAS Fellow with a perfect record of
passing all exams on the first sitting.

The vigor with which Phil ap-
proached actuarial exams also defined
his career at I SO. It was clear from the
beginning that Phil was going to be on
the fast track. He moved up the corpo-
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rate ladder the same way he passed
exams: from actuarial student, to man-
ager of the commercial automobile ac-
tuarial division, to | SO’sfirst dataqual-
ity officer, to vice president of data
management and control, to senior vice
president and chief actuary, a position
he held at the time he left 1SO to pur-
sue a career as a consulting actuary.

“Phil never lost his

trademark sense of

humor, even during
the difficult times. He

was a friend as well

as a mentor and will
be sorely missed but

never forgotten.”

—Norma Masella

“Phil had the ability to recognize
your strengths even before you may
have recognized them yourself—and
he helped to nurture these strengths,”
recalled Rose Reindl, an 1SO colleague.
“While heremained focused and aclas-
sic workaholic, Phil always found the
time to laugh and enjoy life. He was
easy to talk to and made timeto listen.
To many of us, Phil was not just our
boss or our colleague—he was our
friend”

“Phil was astrong role model for so
many of us,” saysNormaMasella. “He
had a keen grasp of both the analytical
and business sides of a project. In de-
ciding on aparticular course of action,
he would weigh alternatives and listen
to the opinions of colleagues and sup-
port staff. He never dictated—he led.
Hehad afostering style of management
that brought out the best in al of us
and guided us during times of crisis.
Phil never lost his trademark sense of
humor, even during the difficult times.
Hewasafriend aswell asamentor and
will be sorely missed but never forgot-
ten.” Commenting on Phil’s quick
laughter, Masella added, “ There were
a number of funny episodes that will
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go down inthe history books—likethe
time Phil inadvertently checked into a
YMCA rather than the hotel where he
had reservations. But Phil laughed just
as hard as the rest of us at these
‘Phil-isms'—and that speaks volumes
of his endearing nature.”

“Phil never really learned how to
relax until he was bitten by the golf
bug,” recalled Art Cadorine, another
I SO colleague. “Unlike busrides, train
rides, planerides, timein the bathroom
where he could alwaysdo work or read
what was going on, on the golf course,
he could do nothing but chasethelittle
whiteball. | could always count on him
to havethefirst starting time on week-
ends in the Poconos. We are al better
off for knowing him and wewill always
remember him.”

Phil left ISO in early 1995 to pur-
sue a career as a consultant with
Tillinghast-Towers Perrin. “In my in-
teraction with Phil | wasimpressed with
how pleasant and positive hewas,” said
Tillinghast-Towers Perrin colleague
Ollie Sherman. “He was very hard
working and adept at analysis of un-
usual exposures. Hetook aleading role
in constructing our model of the po-
tential insurance exposure related to
tobacco. He virtually single-handedly
prevented the potential devastating con-
sequences of Y 2K, through spreading
the word on the significant exposure
presented by the millennium issue.”

Phil joined Aon in March 2001 as
assistant director and actuary in our
New York office, returning with sad
irony to theWTC where he had worked
for 1SO when the 1993 terrorist bomb-
ing occurred. It didn't take long for
those of us at Aon to recognize Phil’s
strong work ethic, people-oriented dis-
position, and understated, yet effective,
leadership style.

“l have known Phil over the last
twenty-five years,” said Terry Alfuth.
“I first met him at SO when he was
involved with the various committees.
We were both much younger then and
had similar visions for the future. He

— pageG
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One of Our Own
From page 5

was a soft-spoken leader and a person
you could easily develop a friendship
with. | recall many of the bus rides at
the CAS meeting evening gatherings
where we often talked about the future
of the CAS and our individual careers.
This spring | was delighted to have a
long-time friend join us in our New
York Aon office. We worked on many
difficult accountstogether and wewere
abletofind abit of humor in them. Phil
liked to golf and talk about his sum-
mer home and how it was such apeace-
ful setting. | will miss Phil as one of
our Society’s true professionals and a
dear friend.”

“Although | worked with Phil only
ashort time,” reflected Terry Pfeifer,
“the thing I'll most remember about
him was his cheerful demeanor and
jovial attitude. It's sometimes difficult

to find something humorous in actu-
arial work, but Phil often seemed to be
ableto crack afew jokes and maintain
a lighthearted mood. Even when talk-
ing to Phil on the phone | aways felt
he had a dly grin on his face as if he
was laughing at his own private joke;
or maybe he was just simply happy in
working at his job. Phil’s voice mail
answering message said something like
‘...please leave a message at the tone.
However, if you'd like to speak with a
real person, please dial 0 to speak
with... When | think of Phil that’s how
I'll remember him—a real person. A
genuine good guy.”

| personally recall how Phil loved
to talk about hisfamily and the special
retreat he and his wife had created in
the Poconos Mountains of Pennsylva-
nia to enjoy time together with each
other and their son, Danny, who has
cerebral palsy. As| remember Phil, my
picture of him will forever be the ever-

smiling, tall, yet nonintimidating fig-
ure that commanded your attention
with his gentle demeanor.

Ever the analytic, Phil wascluedin
well ahead of therest of usthat dread-
ful morning, even before the second
plane hit his tower only a few floors
above where he was|ast seen. For heis
quoted as saying to one of our surviv-
ing colleagues during the evacuation,
“It's abeautiful clear day in New York
City and a plane flies into the World
Trade Center—something is not right
about this.”

Phil gave hislifeintheline of duty:
duty to his family as a provider, duty
to his profession as an actuary, duty to
his employer as a consultant, and duty
to his country as an American citizen
supporting life, liberty, and the pursuit
of happiness. So for those of you who
wanted to know more about our miss-
ing colleague, know this—Phil Miller
isan American hero.m

by Theresa W. Bourdon

Q on mourns the loss of several
colleagues who, although not
CAS members, had closeties

to the casualty actuarial community.
Howard Kestenbaum, executive
vice president in the Actuarial &
Analytics Practice of Aon Risk Con-
sultants, Inc., was a 24-year veteran
of Aon and its predecessor companies.
Howard was graduated from Williams
College and earned his masters and
Ph.D. in physics from Columbia Uni-
versity. Howard was awell-respected,
national leader in serving the analyti-
cal needs of the Aon brokerage com-
munity and their clients. Hewaschair-
man of the Actuarial & Analytics
Steering Committee, providing lead-
ership and strategic planning to the
practice. Howard was especially well
known at Aon for developing and
maintaining many of the financial
model s used by theAon actuarial, ana-
lytical, and brokerage community. A
great leader and mentor to al who
knew him, Howard was also a special
friend to his colleagues. His close as-

Other Fallen Colleagues

sociate at Aon, Judy Wein, saysit best,
“His guidance, brilliance, warmth,
practicality, strength, stability, and
‘specialness will be missed beyond
words.”

Michael Lomax, was an FIA and
executive vice president of Aon Re
Servicesin New York. Michael was a
dynamic and widely respected |eader
within Aon Re and was a credit to the
Institute of Actuaries here in the
United States. During his tenure at
Aon Re Services, he played an instru-
mental rolein the development of our
dynamic financial analysis tools. He
was al so animpressive consultant and
held the widespread respect of actu-
aries at the many clients of Aon Re
whom he served tirelessly. In the
words of hiscolleague, John Aquino,
“Every member of the Aon Re Ser-
vices team loved Michael dearly.”
Michael issurvived by hiswife, Erica
Partosoedar so.

Vijayashanker Paramsothy, a con-
sultant in the Actuarial & Analytics

Practice of Aon Risk Consultants, was
graduated with a BS in actuarial sci-
ence from the College of Insurancein
New York. Vijay joined Aon in Janu-
ary 2000. He received an MBA from
the College of Insurancein May 2001.
In that same month he also earned his
ARM. He had passed three actuarial
exams and was continuing his pursuit
of the actuarial designation. He was
also taking the tests for a CFA (char-
tered financial analyst). Vijay wasone
of the most pleasant, bright, and hard
working individuals you could have
the pleasure to know. He mastered the
risk financing models of his unit
quickly and soon began enhancing
them to be more efficient. His profes-
sional career, though unfairly short,
was full of accomplishments. A citi-
zen of Malaysia, Vijay had friendsand
family around the world. His friendly
personality and positive outlook on
life instantly charmed everyone who
came in contact with Vijay. He is
dearly missed.m
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No Glass Celilings? Look Again

by Daniel A. Lowen
rthur Schwartz’'slast ques-
tion (“The State of the Mar-
ket—Part Two,” The Actu-
arial Review, August 2001)
reads, “Are there any types of actuar-
ies that face special challengesin get-
ting hired or promoted—specifically,
women actuaries, actuarieswith minor-
ity backgrounds, and actuaries with
physical handicaps? Is there a glass
ceiling for these actuaries?’

This is a very sensitive topic and
needs to be handled with care. | found
the three panelists’ responses to be
rather cavalier, and | would like to ar-
ticulate my concerns.

First, al three panelists explicitly
deny that any glass ceilings cap the
career prospects of actuariesfromthese
groupsthat havetraditionally faced job
discrimination. While | agree that
things are better for them now than
ever, itisjust not true that these battles
are all won. Female actuary friends
complain to me about glass ceilings
(while acknowledging that the ceilings
are higher for them than for womenin
other professions). A friend in a high
place has repeated to me some sexist
remarks exchanged in the all-male
boardroom of the insurance company
he works for. And while | do not have
any direct knowledge of the experience
of physically handicapped actuaries or
ethnic minority actuaries, | can’t help

but suspect that some of them face se-
rious problems too.

Second, Milkint's statement that
“women actuariestend to be moreloyal
totheir employer” isdisrespectful both
to women, by homogenizing them, and
to men, by implying disloyalty. Have
recruiters compiled datafrom their cli-
ents' résumésto show that women stay
with employers longer than men do?
Andif thisisindeed the case, arethese
women truly motivated by “loyalty?’

Third, and the main point of thislet-
ter, where was the mention of gay and
leshian actuaries? | would liketo break
the silence that so often surrounds the
continuing job discrimination we as a
group face.

While many employers of actuaries
(my own, for exampl€) give usthe same
opportunities they would give anyone
else, many others remain as actively
hostile as the law permits. | know of
one gay actuary who was fired several
years ago a week or so after coming
out at the office. Because this happened
in one of the 38 states where such dis-
crimination is still legal, he had no re-
course. At my former employer, lesbi-
ans or gays in executive positions re-
main strictly closeted, and all three gay
actuaries | knew left after afew years,
tired of the unfriendly tone from above.

In short, whilethe situation ismuch
better than it once was, many serious

problems still plague us, and many
glass ceilings still apply.

Actuarial job recruitersarein apo-
sition to help.

It is of vital importance to lesbian
or gay actuaries to know which em-
ployers are sensitive to their needs.
Recruiters who want to serve them,
therefore, need to be able to answer two
questions about potential employers:

1. How do employers’ Equal Em-
ployment Opportunity statementsread?
About half of the Fortune 500 compa-
nies now include sexua orientation on
thelist of criteriathey pledge not to use
in employment decisions. | expect a
similar fraction among actuarial em-
ployers.

2. Do employers offer health ben-
efits to the same-sex partners of their
employees? Only about 16 percent of
the Fortune 500 provide this benefit.

By gathering this information, re-
cruiters will provide good client ser-
vice, and a welcome side effect might
be that more employers would adopt
gay-friendly policies. Should | ever
decide to use the services of an actu-
arial job recruiter, | will be actively
looking for one who understands the
concernsand challengesfacing gay and
lesbian actuaries.

Thank you for letting me set the
record straight, so to speak.m

Actuarial Science Positions Available

University of | owa—Tenure-track assistant professor in actuarial science starting 08/02. Promise for excellencein teaching and creative

research; Ph.D.; Fellowship or Associateship in professional actuarial society. Practical actuarial experience plus training in economics and
finance desirable. Selection begins 10/15/01 and continues until position is filled. To apply send a CV and three letters of reference to
Actuarial Search, Statistics & Actuarial Science, University of lowa, lowa City, 1A 42242. Web: www.stat.uiowa.edu, e-mail:
broffitt@stat.uiowa.edu. Women and minorities encouraged to apply. AA/EOE.

Illinois State Univer sity—The Mathematics Department seeks applicants for a tenure-track assistant or associate professor in actuarial
science beginning August 16, 2002. A Ph.D. in mathematics, actuarial science, statistics, or an actuarial-science-related areaisrequired. CAS
or SOA actuarial certification is desirable, but not required. Pursuit of such a certification is expected. Position will work with the actuarial
program director in the administration and service areas, teach courses related to actuarial science, pursue research and professional involve-
ment in actuarial science, and otherwise contribute to the life of the department. Refereed research publications, quality teaching and profes-
sional service are required for tenure. Salary is commensurate with qualification and experience. See www.math.ilstu.edu for more informa-
tion on the Mathematics Department. To apply send an application, CV, officia transcripts, and three letters of recommendation to Illinois
State University, Actuarial Science Position, Dr. Catherine Konsky, Chairperson, Department of Mathematics, Campus Box 4520, Normal,
IL 61790-4520; fax (309) 438-5866. For more information on the position contact Dr. Krzysztof Ostaszewski, FSA, CFA, MAAA, Actuarial
Program Director, krzysio@ilstu.edu, or consult the program Web site (www.math.ilstu.edu/krzysio/actprog.html); phone: (309) 438-7226.
To assure full consideration, application materials should be received by December 23, 2001. However, later submissions may be considered
if the position remains unfilled. Illinois State University is an Equal Opportunity/Affirmative Action employer encouraging diversity.m
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A United Profession Makes Sense

by Clive L. Keatinge

nthisarticle, | arguefor creation

of anew actuarial organizationto

replace both the CAS and SOA.

Under my proposal, each practice
area, including casualty, would have a
separate internal governance board.
Such astructure hasworked well inthe
United Kingdom and Australiato pro-
tect the interests of casualty actuaries.
The idea is not new, but | believe the
time has come to examine the issue
once again. My proposal would not
greatly change the lives of CAS mem-
bers. Still, there are several reasonswhy
| believe such a change is the right
move today.

Under the current organizational
structure, thereislittle opportunity for
interaction between actuaries from the
casualty practice area and other prac-
tice areas. In acombined organization,
perhaps one meeting per year would
encompass all practice areas. Other
meetings and seminars would focus
predominantly on a specific practice
area, but would probably be attended
by actuaries from all of them. Such a
plan would maintain the current char-
acter of most meetings and seminars,
yet alow for regular interaction among
actuariesfrom different practice areas.
With the continuing evolution of finan-
cial services, such interactionislikely
to be increasingly important in the fu-
ture.

Thecurrent basic education systems
of the CAS and SOA are not as well
coordinated as they could be. For ex-
ample, there is no fundamental justifi-
cation for the CAS to test investment
topics separately from the SOA. Coop-
eration would also have been useful
during development of the SOA's in-
novative Course 7 modeling seminar.
A combined organization could easily
have designed the seminar to replace
an exam in the education of all actu-
arial candidates. In a combined orga-
nization, any differencesin educational

requirements would exist because of
thepracticeareas’ different needs—not
because of organizational inertia or
extraneous disagreements. A fully co-
ordinated education system would pro-
vide maximum career flexibility and
conserve educational resources.
Several years ago, the SOA invited
the CASto cosponsor the North Ameri-
can Actuarial Journal. The CAS de-
clined becauseit viewed thisjournal as
athreat to the Proceedings. Asaresult,
most CAS members pay little attention
to the North American Actuarial Jour-
nal, and the Proceedings receiveslittle
attention outside the CAS. This situa-
tionisunfortunate, since both journals
contain articles of interest to both CAS
and non-CA S members. In acombined
organization, we could restructure our
refereed journals to expose articles to
al readers who might have an interest
in them, regardless of practice area.
Inthiseraof globalization, interna-
tional relationsare moreimportant than
ever before. Joint ventureswith foreign
actuarial organizationsin basic educa-
tionarelikely to emerge, and joint ven-
turesin continuing education arelikely
to become more common. In a com-
bined organization, relations with for-
eign organizations would be easier,
since no other country has a separate
organization for casualty actuaries.
Finally, obvious administrative sav-
ingswould accrue from combining the
CAS and SOA into one organization.
The new organization could consoli-
date operations, and volunteers would
not have to spend precious time coor-
dinating the activities of two different
organizations.
| suggest that the CAS Board of Di-
rectors and SOA Board of Governors
jointly appoint ablue-ribbon panel con-
sisting of an equal number of former
CAS and SOA presidents. The two or-
ganizations would charge the panel
with proposing a governance structure
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for anew organization. The panel could
consult with whomever it wished inits
effort to find a solution acceptable to
both CAS and SOA members.

Over its long history, the CAS has
served its members very well. How-
ever, the organization must now con-
sider the question of what makes sense
for the future. | believe a united actu-
aria professioninthe United Statesand
Canada would best serve the needs of
all actuaries as we move forward into
the twenty-first century. The SOA'snew
president, W. James MacGinnitie, isa
former CAS president. What better
time than now to begin work on this
bold initiative? | invite your
comments.=m

CAS Continuing
Education Calendar

Bookmark the online calendar at
www.casact.or g/calendar/
calendar.cfm

November 2—19—Online Course
on Financial Risk Management,
Module 3, CAS Web Site
November 11-14—CASAnnua
Meeting, Marriott Marquis,
Atlanta, GA

January TBD—Seminar on Loss
Distributions,* TBD, Atlanta, GA
February 15-March 5—Online
Course on Financial Risk
Management, Module 4, CAS
Web Site

March 7-8—Seminar on
Ratemaking, Tampa Marriott
Waterside, Tampa, FL

March 17-22—27" International
Congress of Actuaries, Cancun,
Mexico

April 15-16—Seminar on
Changing Insurance Market,
Fairmont Dallas, Dallas, TX

May 19-22—CAS Spring
Meeting, Hotel del Coronado, San
Diego, CA

* Limited Attendance
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Zlegler Chosen as CAS Executive Director

The CAS Search Committee, chaired by President-Elect Bob Conger, selected CynthiaR. Ziegler asthe new CAS executive
director. She will join the CAS Office on November 5 and work with Tim Tinsley until his retirement on December 31.

Ziegler was senior vice president-continuing education and special projects at the CPCU Society in Malvern, Pennsylvania
for approximately 12 years. She previously worked for Professional Insurance Agents of New England and Independent I nsur-
ance Agents of North Carolina. Ziegler holds a BA degree from Lake Erie College in Ohio and an MBA in management from

West Chester University in Pennsylvania.

Ziegler will beintroduced to the membership during the CASAnnual Meeting's business session in Atlantaon November 12.m

by Paul Klauke

he Institute of Actuaries

needed to secure rooms in

no less than three hotels to

fitinall of the participantsin
their General Insurance Research Or-
ganization (GIRO) conference, which
thisyear wasrun jointly with the CAS
over three days in early October in
Glasgow, Scotland. Due to many U.S.
companies travel restrictions, individu-
als' heavy workloads, and an under-
standablereluctanceto takeaplaneand
leave family in the wake of the
wretched events of September 11,
many U.S. actuarieswho had originally
planned to attend did not makethetrip.

That was a shame, because, asthose
who did attend will undoubtedly agree,
it wasa"“crackin’” conference.

Amy Bouska, thefirst American to
take the stage, presented the results of
a CEO survey on actuaries and talked
about how we can better help our com-
panies. Inthe CEO’s view, the best ac-
tuariesunderstand theinsurance world,
and know when (and how) to takerisks.
According to those CEO’s surveyed,
we should improve our general busi-
ness skills, give faster responses to
management requests, and become
more comfortable with operating un-
der uncertainty.

Four actuaries with international
experience gave their perspectives on
working in different countries. David
Sanders (U.K.), to borrow a phrase,
described Great Britain as a nation of
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Actuaries Abroad

GIRO Conference Proclaimed
“Crackin

shopkeepers (traders), whereas the
U.S. is a nation of entrepreneurs (in-
dividuals). U.K. law isconcerned with
what you can’'t do, whereas Napole-
onic law in Europe tells you what you
can do. Differences, though seemingly
subtle, must be recognized in order to
work effectively in other places. Lisa
Walsh, aU.S. actuary workingin Ire-
land, gave agood overview of the dif-
ferent actuarial organizations in the
U.S. and the training and exam pro-
cessof the CAStothemainly non-U.S.
audience. Terry Clarke, a U.K. actu-
ary who has worked in the U.S,, ad-
vised Americans to “have more pa-
tience” with those in other countries
to “get to know where they’re coming
from,” and to not express the attitude
that “my view istheview.” (He admit-
ted that people of hishomeland some-
times havetoo much patience.) Stewart
Coutts, a British actuary working in
Israel, told us there are a little more
than 20 property/casualty actuaries
working in Israel, where personal re-
lationships are key in doing business.
In Israel, there are no guidance notes
to help, and actuaries must sign off re-
serves by law.

CAS President-Elect Bob Conger
expressed adesireto focuson the posi-
tive aspects and reasons for working
outside one's home base, rather than
the prevailing attitude that “ you'd bet-
ter do it or beleft behind.” Bob would
liketo see actuariesfocus on work that
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has business value outside of regula-
tory environments, like DFA, data-min-
ing, and nontraditional occupations.
These are areas that Bob said hold the
key ingredientsfor afeast for theintel-
lect and profession. He invited all to
“get involved” internationally.

The evenings social activitieswere
splendid. The gala dinner was held in
the Kelvingrove Art Gallery, complete
with participatory Scottish dancing and
a menu featuring Haggis wi’ Bashed
Neeps an’ Champit Tatties an’ a Wee
Drap o’ The Cratur. [Translation:
chopped sheep bits stuffed in asheep’s
stomach (haggis) with mashed turnips
and white potatoes, with alittle gravy.]
All rose as the haggis was ceremoni-
ously carried into the hall by a contin-
gent with bagpipes and drums. We
toasted the haggis with whiskey as the
kilted emcee " addressed” the haggis by
reciting (from heart) the traditional
Raobert Burns' poem. He dramatically
sliced through the haplesshaggis as he
cameto thelines:

...His knife see rustic Labour

dight,

An’ cut you up wi’ ready sleight,

Trenching your gushing entails

bright,

Like only ditch:

And then, o what a glorious sight.

Warm—reekin’, rich!

You get the idea.

All in all the conference was very
culturally enriching and worthwhile.m
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An Analysis of Exams 3 and 4

by Glenn G. Meyers, General Officer, Examination Committee

eginning with the May 2000
examinations, Exams 3 and
4 have been offered jointly
with the Society of Actuar-
ies. Sincetheir introduction, some have
expressed concern that life actuaries
have an advantage over casualty actu-
arieson Exam 3, which coverslife con-
tingencies. A second concern that has
been raised isthat the difficulty and/or
amount of material on Exams 3 and 4
makes them challenging to pass
through self-study. For the past several
years, the CAS has been surveying our
candidates about their employment and
student status. Thisarticle’spurposeis
to report the survey results related to
these two concerns.
First, let me give some basic demo-
graphics from the Spring 2001 exams
(See Table 1).

Question #1—Do life actuaries
have an advantage on Exam 3?

Table 2 provides pass ratios by can-
didate category.

Table 3 shows the differences be-
tween the CASworker category and the
other categories.

These statistics
suggest the most

attributed to our new joint exams?
The CAS has kept pass ratio statis-
ticsby candidate category for Parts4A
and 4B (See Tables 5 and 6, page 11).
Whiletheresults are not uniform, it
does appear full-time students have
generally outperformed CAS workers
on 4A and 4B. | at-
tribute the observed

significant differ-
ences are between
the full-time stu-
dents and everyone
else. | believethere
are two reasons for
this. Thefirstisthat
classes help stu-
dents pass exams.

“It appears our
current debate on
Exams 3and 4 is
discouraging CAS
workers from taking
these exams.”

increase in the dif-
ferencetotherisein
casualty actuarial
courses in the vari-
0ous universities.
The full-time stu-
dent phenomenon
discussed above
does not appear to

The second is that
only the very best
students will even take Exam 3 while
still students.

There are also differences between

Table 1 CAS workers and SOA workers, how-
Number of ever, the differences are smaller and
cat CEandidgt% Séitting4 they are shrinking. | suggest a reason

ategory xam xam ‘s . :
FUl-Time Student 345 144 fpr thisisthat thereisahigher propor-
CAS Worker 166 111 tion of SOA workers who are gradu-
SOQ Worker ?Sg ?;Z atesof actuarial science programs. With

nknown e
Total 1526 1,008 the advent of joint CAS/SOA Exams_3
and 4, | expect more students will
chooseto become casualty
Table 2 actuaries in the future.
Exam 3 | also suggest that a
CAS  SOA Full-Time reason the differences are
Worker Worker Unknown Student Total

Spring 2001 33.1% 38.3%  38.3%
Fall 2000 204% 30.9%  30.4%
Spring 2000 15.2% 29.5%  37.0%

50.7% 42.6%
53.8% 36.1%
44.1% 31.9%

shrinking is that the main
study aid for thosewho did
not have actuarial science

classesisthe prior exams.
As the prior exams be-

Table 3 come available as study
Exam 3 aids, the playing field is
CAS SOA Full-Time leveled.
Spring 2001 e Vvsog(l;er Unskg(;wn Szt;(:si;t ;05:3 It is worth noting
rng — .270 .27 .67 070

Fall 2000 —  105% 100%  334% 156% | tatonExam4(SeeTable
Spring 2000 —  143% 21.8%  28.9% 16.7% | 4),wherelifecontingency
guestions are not a factor,
the differences among the
Table 4 groups also exist, but are

Exam 4 dlightly lower.
CAS  SOA Full-Time Question #2—Can the
Worker Worker Unknown Student Total difference between exam

Spring 2001 35.1% 39.7% 35.6%
Difference — 4.6% 0.5%

54.2% 40.6%
19.0% 5.4%

performance of full-time
students and workers be
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be a new problem.

The old SOA
Flexible Education System gave credit
for Part 4B. Since the exam statistics
prior to 2000 did not distinguish be-
tween life and casualty nonstudents, we
had to infer affiliation by seeing if the
students have taken other CAS exams.
By this measure, it appears SOA stu-
dents outperformed CA S students. Ad-
mittedly, there may be a bias in these
statistics since SOA students could
choose whether or not to take Part 4B.

In summary, it appears SOA stu-
dents did have an initial advantage on
the new exams. However, these differ-
ences are shrinking and | expect them
to disappear. A likely explanation for
the differences we do see is the long-
standing difference between students
and workers.

| have always believed the exams
should be passable by self-study. See-
ing the differencein exam performance
between students and workers does not
disturb me. It takes time to absorb the
material in these exams and students
in an actuarial science program have a
head start. What would disturb me is
to find that almost all who pass come
from actuarial science programs. Sofar
thisis not the case.

What does disturb me is the low
number of CAS workers who are tak-
ing the new Exams 3 and 4. By “low” |

— page 11
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Data Survey Refines Membership’s
Information Needs

by Joan Klucarich, Member, CAS Committee on Management Data and Information

n February 2001, the CAS Com-

mittee on Management Data and

Information conducted an e-mail

survey to learn the data manage-
ment needs of the CAS membership.
With the survey results, the committee
seeks to enhance its role in providing
resources on management datato CAS
members. Following are the survey’'s
key findings and the committee’s con-
clusions.

According to the survey results,
most casualty actuaries activities on
data are either on the “extraction and
manipulation of data” or “assisting in
the design of new analytical tools” The
members of the committee found it in-
teresting to read about the wide range
of “other” responses, including project
management, underwriting activities,
and information systems. Very few re-
spondents reported spending much

time on privacy or ownership of data.
Although the amount of time spent on
datamanagement activities seemsto be
modest, casualty actuaries rated many
data management activitiesto be “im-
portant” or of “great importance.”

Most casualty actuaries would pre-
fer to further education through papers
and seminars rather than textbooks or
additional syllabus material. Many sug-
gestions were offered to improve the
CAS Online Catalog.

Most casualty actuariesfelt that data
quality and data reconciliation were
either “important” or of “great impor-
tance.” Relatively few actuariesthought
that the CAS should serve asadatare-
pository, but almost two-thirds thought
that the CA S should provide assistance
by directing inquiriesto other sources.

As a result of reviewing the re-
sponses to the survey, and based on its

own discussions, the committee
reached a number of conclusions. The
committee believes that casualty actu-
aries should have some basic under-
standing of dataquality, datareconcili-
ation, and other key data management
issues. While the committee believes
that atextbook would become quickly
outdated, it concluded that data man-
agement should be on the CAS sylla
bus. Specifically, a aminimum, the syl-
labus could include the Actuaria Stan-
dard of Practice #23 on Data Qudlity.

The committee appreciatesthetime
and effort taken by the respondents to
this survey. We will use this informa-
tion to improve the services provided
in the areas of data management and
data quality activities.

Sara Schlenker, Craig Allen, and
John Stenmark contributed to this
report.m

Exams 3 and 4
From page 10

mean low in comparison to the num-
ber of students who took Parts 4A and
4B. It appears our current debate on

Exams 3 and 4 is discouraging CAS
workers from taking these exams. It
may take some time to recover from
our current strife.

In closing | should state that noth-

ing | have said above should be taken
to mean | favor the status quo. | am
quite open to changing our exam sys-
tem. | just hope the changes we do
make are for the right reasons.m

Table 5

Part 4A

S1995 F1995 S1996 F1996 S1997 F1997 S1998 F1998 S1999 F1999 Total
Full-Time Students
# of Candidates 60 35 46 15 30 7 24 14 22 17 270
Pass Ratio 30.0% 34.3% 45.7% 33.3% 26.7% 0.0% 62.5% 42.9% 59.1% 58.8% 40.0%
Non-Students
# of Candidates 388 378 338 348 326 475 404 449 426 384 3916
Pass Ratio 41.0% 32.5% 35.5% 34.5% 35.9% 37.1% 42.3% 25.4% 34.3% 44.8% 36.2%
Pass Ratio Difference  -11.0% 1.8% 10.2% -1.2% -9.2% -37.1% 20.2% 17.5% 24.8% 14.0% 3.8%

Table 6

Part 4B

S1995 F1995 S1996 F1996 S1997 F1997 S1998 F1998 S1999 F1999 Total
Full-Time Students
# of Candidates 151 78 98 28 116 14 135 51 152 67 890
Pass Ratio 38.4% 24.4% 28.6% 42.9% 48.3% 28.6% 51.9% 43.1% 42.1% 56.7% 41.7%
Non-Students with
Other CAS Credit
# of Candidates 418 413 424 376 323 444 339 450 427 467 4081
Pass Ratio 31.6% 27.4% 37.3% 40.2% 33.1% 19.4% 28.3% 27.3% 30.0% 34.3% 30.7%
Student/CAS Difference 6.8% -3.0% -8.7% 2.7% 15.2% 9.2% 23.5% 15.8% 12.1% 22.5% 11.0%
Non-Students without
Other CAS Credit
# of Candidates 331 227 308 318 308 494 465 551 621 654 4277
Pass Ratio 39.6% 38.3% 46.1% 57.6% 35.4% 32.0% 36.8% 29.4% 36.9% 43.0% 38.6%
SOA/CAS Difference  8.0% 11.0% 8.8% 17.4% 2.3% 12.6% 8.5% 2.1% 6.9% 8.7% 7.9%
Student/SOA Difference -1.2% -14.0% -17.5% -14.7% 12.9% -3.4% 15.1% 13.7% 5.2% 13.8% 3.0%
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Editor’sNote: Thisarticleispart of
a serieswritten by members of the CAS
Committee on Professionalism Educa-
tion (COPE) and the Actuarial Board
of Counseling and Discipline (ABCD).
The opinions expressed by readersand
authors are for discussion purposes
only and should not be used to prejudge
the disposition of any actual case or
modify published professional stan-
dardsasthey may apply inreal-lifesitu-
ations.

eeping Promises Insurance

Company (Keeping Prom-

ises) filed for a 25 percent

rateincreasein their private
passenger automobile program with the
Insurance Department of their domicile
state. Keeping Promises is a small
monoline, single state automobile in-
surance writer with approximately $5
million in annual premium. Keeping
Promises used a competitive rate com-
parison to provide support for thisrate
change.

After receiving Keeping Promises
reguest, Joe Regulator of the Depart-
ment of Insurance called the president
of Keeping Promises. Joe stated that in
his opinion the proposed rates were
reasonable but, due to a new Depart-
ment of Insurance requirement, all
companies with at least $5 million in
premium must file arate-level indica-
tionwith all ratefilings. Joe stated that
all automobile rate changes are re-
quired to be approved by the commis-
sioner of insurance (after considering
recommendations from Joe) but gave
the president of Keeping Promises a
tentative approval recommendation for
his rates. However, Joe stated that a
rate-level indication needed to be pre-
pared and reviewed by his department
prior to the company’s rate filing be-
ing presented to the commissioner.

Given their size, Keeping Promises
does not have an actuarial department.
To respond to the Department of Insur-
ance request, Keeping Promises re-
tained Steve Numbers, FCAS, MAAA.
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Ethical Issues Forum

The Floating Rate Indication:
Disclose or Withhold it?

Steve Numbers is the sole proprietor
(and only employee) of Numbers-R-Us
actuarial consulting firm. Steve com-
pleted the requested rate-level indica-
tion, which suggested a rate increase
of between 25 percent and 35 percent
based on various scenarios. Steve'sre-
port was filed with the Department of
Insurance and Keeping Promises’ rates
were formally approved by the com-
missioner.

Approximately six months later,
Steve was in the process of modifying
the worksheet used in Keeping Prom-
ises report for use in another assign-
ment when he discovered an error in
the rate indication calculation. After
correcting theformula, therateindica-
tion range for Keeping Promises
changed from 25 percent-35 percent to
5 percent-15 percent. Steve immedi-
ately called the president of Keeping
Promises to notify her of the error.
Steve and the president call Joe Regu-
lator to discussthe situation. Joeiscon-
cerned with the error on Steve's part
but is embarrassed that he did not dis-
cover theerror in hisreview of therate
indication. Joe statesthat given therate
comparison, it is likely that the com-
missioner would have approved therate
change even with the new rate indica-
tions and suggested that no further ac-
tion isrequired.

Despite Joe's comments, Steve rec-
ommends to the president of Keeping
Promises that a revised indication be
filed. The president strongly disagreed
and prohibited Steve from filing a re-
vised rate indication with the Depart-
ment of Insurance. Additionally, she
reminded Steve of the confidentiality
provisionin the contract between Num-
bers-R-Us and Keeping Promises.

Does Steve have a professional ob-
ligation to notify the commissioner or
file arevised rate indication or both?

No

Steve has notified Keeping Promises
and arepresentative of the Department
of Insurance (Joe Regulator). He has
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fully disclosed the error in the rate fil -
ing and asaresult Steveisnot inviola-
tion of the Code of Professional Con-
duct. However, it would be good prac-
tice for Steve to document his conver-
sationswith Keeping Promises and Joe
Regulator.

Evenif Steve wanted to discussthis
issue with the commissioner, the con-
fidentiality provision in his contract
with Keeping Promises and Precept 9
prohibit Steve from discussing thisis-
sue with anyone outside of his client
unless given specific permission to do
0.

Precept 9—An Actuary shall not
discloseto another party any Confi-
dential Information unless autho-
rized to do so by thePrincipal or re-
quired todo so by L aw.

Yes

While Steve's contract istechnically
with Keeping Promises, the work per-
formed was specifically relied upon by
the commissioner. It appeared from the
conversation that Joe may be concerned
about how this issue reflected on him
and may not be in a position to speak
for the commissioner. Steve has a pro-
fessional obligation to disclosethiser-
ror to the commissioner and if asked,
to file arevised rate indication.

Failure to disclose this issue to the
commissioner would violate Precept 1
and possibly Precept 8.

Precept 1—An Actuary shall act
honestly, with integrity, and compe-
tence, and in a manner to fulfill the
profession’sresponsibility tothe pub-
lic and to uphold the reputation of
the actuarial profession.

Precept 8—An Actuary who per-
forms Actuarial Services shall take
reasonable stepsto ensurethat such
servicesarenot used to mislead other
parties.

While the disclosure has the poten-
tial toresultinlossof businessto Steve,
Steve has a professional obligation to
disclose his error directly to the
commissioner.m
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Latest Research

Committee Creates New Health and

Managed Care Research Tool

by Alfred O. Weller, Member, CAS Committee on Health and Managed Care Issues

0 some insurance people,

“Re Search” meansfinding a

market for hard-to-place re-

insurance. To other people, it
means searching for informationin one
place, finding a link to a new source,
and then “re-searching” for thedesired
information. To Webster, “research” is
careful, patient, systematic, diligent
inquiry and examination undertaken to
establish facts and principles in the
search for truth. And, to most casualty
actuaries, “research” means finding
information and intellectual tools that
make actuarial services more valuable
to their respective employers and cli-
ents. Failed or inefficient research
means the loss of precious, perhaps
even hillable, time and effort.

With the goal of making important
research on health and managed care
more accessible to casualty actuaries,
the CAS Committee on Health and
Managed Care Issues is reorganizing
itsWeb page. Thiscommittee addresses
actuarial issuesrelated to property and
casualty implications of health and
managed care. Among its foremost
objectives is the dissemination of re-
search and information regarding
health and managed care, as they per-
tainto property and casualty issues. The
new changes represent significant
progress in achieving this goal.

New developments in health and
managed care originate from many
sources, including casualty actuaries.
Much good research isthework of oth-
erswith nonactuarial professional cre-
dentials, and other actuaries. Issuesin
health and managed care, like so many
other areas of actuarial practice, are
often best served by interdisciplinary
endeavorswith professionals of distinct
backgrounds working together. For ca-
sualty actuariesto contribute more ef-
fectively to this dynamic arena, they
need easy access to new research de-
velopments, regardless of source.
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At present, CAS members can ac-
cess the committee's Web page by go-
ing to www.casact.org, selecting “Re-
search” and then sel ecting the commit-
tee. The committee’sWeb page affords
links to a bibliography, other organi-
zations active in health and managed
care, and other information of concern
to casualty actuaries.

When the new changes are imple-
mented (before January 1, 2002), there
will be a section with abstracts of cur-
rent research articles and publications.
Each abstract will inturnlink to abrief
description (on the CAS Web Site) of
the organization sponsoring the re-
search, and each organization’s de-
scriptionwill link directly to the respec-
tive organization so that CAS members
can obtai n the compl ete research work.
In thisway, casualty actuaries can eas-
ily access important new research in
fewer keystrokes (mouse clicks) and
less time than by tracking many Web
sites and organizations on their own.

Committee members are contacting
various organizations active in health
and managed care research. Asthisar-
ticleisbeing written, two organi zations
have already agreed to participateinthe
revised Web site and more are expected
to follow.

The first organization to agree to
participate is the Integrated Benefits
Institute (IBI). The IBI is a national,
nonprofit membership organization
open to employers, insurers, health-
careproviders, brokers, consultantsand
othersinterested in the evolution of in-
tegrated benefits. IBI programs com-
bine or coordinate the management and
administration of workers compensa-
tion, group health, short-term disabil-
ity, long-term disability, sick pay, statu-
tory short-term disability, and other
coverages. IBI provides: (1)
benchmarking to help employers un-
derstand the performance and interac-
tions of benefit programs; (2) aforum
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for the exchange of views and infor-
mation among its members; and (3)
research to help improve integrated
benefit program success. Recent re-
search includestherelationship of pro-
ductivity lossto benefits costs associ-
ated with disability and the design of
health-care coverage.

The second organization is the In-
surance Research Council (IRC), an
independent, nonprofit research orga-
nization founded in 1977 and sup-
ported by leading property and casu-
alty insurance companies and associa-
tions. IRC is wholly devoted to re-
search and the communication of its
research findings. Many casualty ac-
tuaries are familiar with IRC annual
studies on trends in automobileinjury
costs and automobile insurance. IRC
studies generally concern important
public policy issues and often are
based on extensive data collection and
analysis.

Linksto both the IBI and IRC Web
Sites, as well as many other external
health-related Web sites, can be ac-
cessed now through the Health and
Managed Care | ssues\Web Page. These
links will soon be enhanced with the
addition of descriptions of the organi-
zations and research abstracts.

The IBI and the IRC are the pro-
verbial tip of the iceberg as the com-
mittee builds similar relationshipswith
other organizations sponsoring re-
search of interest to actuaries. The
committeethanksthe Bl and the IRC
for their prompt and affirmative reply
to our overture. We look forward to
working more closely with these and
other organizations in the future. As
our tieswith other organizations grow,
the CAS will look to expand on these
relationships. Indeed, thisis one step
toward furthering our common re-
search goals through funding, joint

— page 14
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University Liaisons Having an Impact

by J. Michael Boa

inda Bjork goesback to col-

lege every year. But the 1987

graduate of the State Univer-

sity of New York (SUNY) at
Geneseo doesn’t go back to the home-
coming game against St. John’s Fisher
or the School of Performing Arts' pro-
duction of “Hot ‘n’ Throbbing.” She
makes the trek from Princeton, New
Jersey to upstate New York to talk to
students and professors about a career
as an actuary.

Over the years Bjork’s work as a
CAS University Liaison to SUNY-
Geneseo publicizing the actuarial pro-
fession has had an impact. “| was the
first person to take an actuarial exam
at SUNY-Geneseo,” explained Bjork.
“Now, there are about 10 people ayear
taking exams, and the school serves as
an exam testing center.”

When Bjork was a student earning
her degree in math, the math depart-
ment offered minimal direct help for
prospective actuaries. However, her
annual visits since graduating have
raised awareness of the professionto a
high level. The math department now
offers a course that helps prepare stu-
dents for the first actuarial exam. In
addition to course work, the department
supports students interested in the ac-
tuarial profession by coordinating in-
ternship opportunities, offering adedi-
cated scholarship, and providing on-
site testing.

“It's important to keep in contact
with the professors,” Bjork said of her
success in reaching out to students. “I
also have my name and contact infor-
mation listed with the school’s career
services department so students can
contact me directly about the career.”

The work of Bjork and more than
160 other CAS members has the CAS
University Liaison Program thriving.
The program waslaunched in 1999 and
puts casualty actuaries on campusesto
encourage the “best and the brightest”
to consider acareer asan actuary. Uni-
versity Liaisons work with professors
in a position to reach students quali-
fied for an actuarial career, and offer
to make presentations, give lectures,
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review course selections, and conduct
informational interviews for students.
Liaisons also work with math clubs,
academic fraternities, and career cen-
ters.

K athy Olcese has seen great returns
on her investment of time as a Univer-
sity Liaison. Olcese hasreturned to the
University of Notre Dame the past two
yearsto participate in aprogram spon-
sored by the career center. She utilized
the presentation provided to University
Liaisonsin the CAS Speaker's Kit for
asession caled “What is an Actuary.”
The presentation was designed by the
CAS External Communications Com-
mittee to introduce the actuarial career
to students who know very little about
the profession.

Olcese also participated on a panel
session put on by a professor at Notre
Dame called “What to do with aNotre
Dame Math Degree” “I was on the
panel with other graduates from Notre
Dame who had majored in math,” said
Olcese. “This session attracted aroom-
ful of students who had not decided on
acareer focusfor their math major. I'd
say one measure of success is that for
my company’s recent recruiting effort
at Notre Dame, we had an overflowing
schedule for interviews for our actu-
aria positions.”

Jim Rowland had asimilar story to
tell of hiseffortswith the University of
Kansas. “A handful of students (at least
five) have sat for exams as a result of
my effortswith the faculty and students
to raise awareness of the profession,”
said Rowland. “Two of those students
had successful internships at my com-
pany and they plan to continue in the
profession.”

The impact of University Liaisons
isbeing felt internationally, as well as
in the U.S. About 20 schools around
theworld, including schoolsin Canada,
Great Britain, and Australia, have CAS
members serving as liaisons. Daniel
Tess, who works for a consulting firm
in Sydney, Australia, is serving as a
University Liaison to two schools
“down under.” He was asked by the
University of New South Walesto give

The Actuarial Review

a lecture to their graduate program in
actuarial studies on the topic of “Gen-
eral Insurance (P& C) Loss Reserving.”

“The students had only rudimentary
background knowledge on squaring tri-
angles, and had no real knowledge or
experience in general insurance,” ex-
plained Tess. The lecture was well re-
ceived, and afterward Tess got a thank
you from the course instructor.

“Your lecture restored my faith in
the actuarial profession,” wrotethein-
structor. “[Y]ou were very elegant in
the presentation of a difficult subject
and showed just the right balance be-
tween theoretical issues and commer-
cia considerations. The reaction from
the students was excellent.”

More success stories like these are
needed asthe actuarial profession com-
petes against other disciplinesfor math-
ematically inclined college graduates.
The CAS External Communications
Committeeis constantly recruiting for
additional University Liaisonsand wel-
comes membersto volunteer asliaisons
to any schools with which they have a
desireto work. Additional information
ontheprogramisavailableonthe CAS
Web Site at www.casact.org/academ/
ulprog.htm.m

Latest Research
From page 13

research, and stronger relationshipsin
general.

Current members of the Committee
on Health and Managed Care I ssuesare
Pamela Sealand Reale (chairperson),
Cara Blank (vice chairperson),
Theresa Bourdon, Anthony J.
Grippa, Eleni Kourou, DennisL ange,
Barry Lipton, John Pierce, Alfred O.
Weller, Edward Wrobel, Bryan
Young, and Heather Yow. The Com-
mittee extendsitsthanks and apprecia-
tion to Stew Sawyer and the CAS
Committee on Online Services, and to
J. Michael Boaand Tiffany Kirk of the
CAS staff for their help in designing
and implementing these changes.

CAS members can offer comments
and suggestions by contacting Cara
Blank.m
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Actuaries Debate the CAS Election Process

by Arthur J. Schwartz

n November 1999 the CA S estab-

lished a task force to review the

CAS election process. In July

2000 the task force made its rec-
ommendations in afinal report, which
is available to CAS members on the
CAS Web Site under “Member Ser-
vices” One of the report’s recommen-
dations, which the board of directors
accepted, wasto publish articles about
the election process in The Actuarial
Review. The purposes of publishing
such pieces areto educate the members
about the election process and also to
stimulate greater participation in the
elections.

A Brief Description of the
CAS Election Process

In the spring, the nominating com-
mittee solicits the names of candidates
for its consideration through a“ prefer-
ential ballot” process. The nominating
committee reviews these candidates
and selects a slate of one candidate for
the president-elect position and eight
candidatesfor thefour positionson the
board. This slate of candidatesis pub-
lished in the summer. Once the sl ate of
candidates has been published in mid-
July, any Fellow can add his or her
name to the ballot by petition. The
names of additional candidates are
posted on the CAS Web Site in mid-
August, at the close of the petitioning
process.

Around the first of September, the
ballotsare sent out with alist of all can-
didates and their responses to several
guestions. The voting commences im-
mediately. The results are announced
on the CAS Web Site in early October
and at the CAS Annual Meeting in
November.

Stan Khury, John Purple, and Ed
Shoop joined me last August in dis-
cussing the CAS election process.

Khury has a lengthy record of ser-
vice to the CAS. His Proceedings pa-
pers have won the Woodward-Fondiller
and Dorweiler Prizes. Hehasserved on
the CAS Board of Directors intermit-
tently for more than a dozen years and
was CAS president in 1984. He is a
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principal withthefirm of Bass& Khury
in Las Vegas, Nevada.

Purple chaired the CAS Task Force
on the Election Process. He has served
aschairperson of numerous committees
and as amember of the CAS Board of
Directors (1995-1997). Heis the chief
actuary for the Connecticut Insurance
Department, in Hartford.

Shoop has personal experience asa
three-time candidate for the Board of
Directors and has served on a wide
range of CAS committees including
Long Range Planning. Heisaconsult-
ant who specializes in workers com-
pensation and livesin Somis, CA.

Schwartz: Some have commented
that nominating one person for an of-
ficeisnot areal election. On the other
hand, a competitive el ection could shift
the president’sroletoo far towardsthat
of a policy maker, and it has been the
long tradition of the CAS that the
board, not the president, setsthe policy.
What is your view?

Shoop: | appreciate the reminder
that it isalong tradition. | have been a
Fellow for 22 years now, and | think
we all need to be reminded of this of-
ten: the board sets the policy. It's im-
portant because when | was consider-
ing running for the board, | made a
courtesy call to the past and current
presidents and the president-elect.
When | said that | would be running as
a candidate by petition, one of them
asked me, “Why would anyone want
to be onthe board?’ This question was
terribly uninspiring. Being on the board
and serving is precisely why | wanted
to run. It's good to hear the further ex-
planation of the role of the president.
Of course, presenting one candidate for
office, by definition, isnot ared eection.

Khury: Some Fellowsmay not want
to run in a competitive election. They
don’'t want the risk; they don’t want to
be seen as a “loser” Yet they are cut
out for high office and leadership and
are perfectly qualified. So far as the
president’srole, he or sheisthe primus
inter pares, first among equals. The
president’s vote gets no more weight
than a board member’s vote. The
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president’s position in somewaysisnot
asimportant as a board member, since
policy takes years to develop. The
president’ sterm comes and goesin one
year—it is over really quickly.

Purple: The president-elect position
is similar to becoming a three-year
member of the board. One year is
served as president-elect, one year as
president, and one year as[immediate]
past president. The position is similar
to aboard member whoiselected for a
three-year term.

Shoop: Thanks, | hadn’t thought of
it that way. On another point, | believe
that to have one person nominated for
aposition is ludicrous. Voting for one
person [in a one-person field] can not
pretend to be a true election.

Khury: How does it help to have
more than one candidate for president-
elect? If someone petitions, they can
run for the office; so we can have com-
petitive elections. Asit is, the member-
ship, with a single exception, has a-
ways chosen to go along with asingle
candidate. The fact is this condition is
not unalterable. It isindeed possibleto
have a [competitive] election, as we
have had once before and we are about
to have this year.

Purple: The task force considered
this issue carefully. When we started,
if you had taken apoll of the members’
views, | believe they almost certainly
would have recommended that the CAS
adopt competitive elections for the
president-elect’s office. | myself was
leaning in that direction. From the out-
side, it seemslikeasham election, since
a voter can either vote for the nomi-
nated candidate, or withhold their vote.
However, thetask force surveyed other
professional organizations, as well as
our own membership, and what we
learned had us rethink our positions.
For example, while the SOA holds a
very competitive el ection for president,
the mgjority of other professiona or-
ganizations do not. Basically, after ex-
tensive discussion of the prosand cons,
the task force concluded that making

— page 16
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Homeward Bound

by Chaim Markowitz

have alwayswanted to take atour

of the United States. | got that op-

portunity on September 11,

2001—aday whosetragic events
have been seared into the hearts and
minds of all Americans. On this Tues-
day morning, |, along with a few hun-
dred actuariesfrom acrossthe country,
was attending the Casualty Loss Re-
serve Seminar in New Orleans. When
the announcement came that the tow-
ers of the World Trade Center had
fallen, my reaction was one of shock
and disbelief. | worked on the 23" floor
of theWTC and thoughts of my fellow
coworkersand friends flew through my
head. There was nothing | could do
from New Orleans, so my immediate
concern was determining how to get
home to Passaic, New Jersey.

A check of rental car locations dis-
closed that every rental car in New Or-
leanswastaken. A train was not an op-
tion, asAmtrak was booked for the next
three days. Thanks to the help of the

hotel concierge, wewere ableto locate
a 24-passenger bus chartered for the
long trip to New York City.

We had no problem filling the seats,
and the decision was made to set off as
soon as possible. We packed and
bought food, and at 2:30 p.m. (3:30
EDT), 24 actuaries set off on an un-
planned tour of the Southeast.

Although thiswas an experienceto
remember, the mood was far from joy-
ous. Many of us were worried about
friends and family back home in New
York. We passed thetime reading, play-
ing cards, and making new friends.
Being actuaries, we did our best to put
an actuarial spin on the trip. Some of
us, having paid close attention to the
opening session of the CLRS, tried to
come up with a best estimate of when
we would arrive in New York.

We quickly made our way north past
two of Louisiana’'s most picturesque
lakes; Maurepas and Pontchartrain,
until we reached the Mississippi bor-

der. Our first pit stop was at a visitors
center, where in true Southern hospi-
tality, they offered usfree cups of soda.
Then we drove on through the rolling
plains of Mississippi, soon passing the
historic town of Jackson. About six
hours after we started, as we crossed
over into Alabama, our spiritslifted. We
had spent five hourstraveling the high-
ways of Mississippi and we were glad
to leave it behind.

As night fell, we realized that we
would need a place to spend the night.
Normally, looking for a hotel room for
oneor two people, or perhapsafamily,
isnot aproblem. Finding roomsfor 24
people plusour driver wasachallenge.
Luckily for us, we had Tim Aman,
navigator extraordinaire, who works at
Guy Carpenter. He mapped out our
route and also found us lodging at an
Econo Lodge in Chattanooga. Before
we could think about sleep, we found
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Election Process
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the president’s role subject to a com-
petitive election would not be in the
best interests of the CAS. This came
from three observations.

First, the position should not be
overly politicized. The CAS is an or-
ganization of professionals, and serv-
ing as president isavolunteer position.
The real issue is: if someone really
wantsto be president, isthere abarrier
now? Our conclusion was no. Second,
the president’s primary roleistoimple-
ment the policy decisions of the board.
Thepresident should bea“doer” rather
than amaker of policy. Third, wedidn’t
want to discourage anyone. If there'sa
competitive election, there’'s a winner
and aloser. That may preclude a good
person from running. The task force's
conclusion wasthat acompetitive elec-
tion was not the way to go. If | were
setting policy, a prerequisite to the
president-elect position would be that
you would have to previously have
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been elected to the board.

Khury: Has an “outsider”—some-
one who had never served on the
board—ever been nominated for presi-
dent-elect?

Purple: Asfar as| know, no. Thus,
previous service as a board member is
a de facto requirement for becoming
president-elect.

Khury: The process of finding
someone to serve as president-elect is
similar to the board of a corporation
that is looking for a CEO. The
corporation’s board is looking for
someone who can do the job, someone
who can implement the board's deci-
sion. The president’srole is somewhat
of a caretaker job. It should not be
based on who may be the most popu-
lar, but on who can connect the dots,
as it were. Further, the president has
the executive council to helpimplement
policy decisions of the board.

Schwartz: For 2001, the board has
approved the following two questions:
“Why do you want to be a member of
the board of directors?” and “ What
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qualities and experience would you
bring to the board” ? (There will be
similar questionsfor the candidatesfor
president-elect.) Some have commented
that these questions do not allow the
votersto learn the candidates' positions
on various issues. Thus, voters do not
get the information needed to make an
informed choice. Also, there is no es-
tablished discussion forum, either via
CASNET or the CAS message boards,
to make any public statements about
their positions on various issues or to
answer questions from voters. The in-
tent, | believe, isto avoid active“ cam-
paigning” for office. Isthisin the best
interests of the Society?

Shoop: If one accepts the premise
that the CAS does not hold real elec-
tions, then there is no point in having
the“ candidates” for president-elect re-
spond to questions on issues. However,
[some] members are saying that they
do want to know where the candidates
stand.

— page 18
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International Happenings: The IAA

by Ralph S. Blanchard, CAS Representative to the IAA Insurance Accounting Committee

The following is a brief update on
international issues of interest to CAS
members, specifically those related to
the International Actuarial Association
(1AA).

What is the IAA, and how
does it affect me?

ThelAA hasbeen around initscur-
rent form since 1998, but previously ex-
isted in other forms for decades. Be-
fore 1998, it was an association of in-
dividuals, but it is now an association
of 44 associations from around the
world. Membersof the lAA includethe
Casualty Actuarial Society, the Society
of Actuaries, the American Academy
of Actuaries, the Institute of Actuaries
of Australia, the Canadian Institute of
Actuaries, and Het Actuarieel
Genootschap (Netherlands). All mem-
bers of these organizations are also
members of the IAA. If you are an
ACAS, FCAS, MAAA, FSA, or ASA,
you are also amember of the IAA.

But why care about the IAA if you
currently practicein the U.S. and have
no plans to do otherwise? There are
several reasons, including:

@ Minimum educational standardsfor
IAA member associations
@ Mutual recognition discussionstak-
ing place between |AA members
® |nternational standards of actuarial
practice

® Trend toward global standards for
financial servicesregulation

® Trend toward global consistency in
accounting rules

While the above list may be in the
order of greatest to least interest for
some, the issues are best explained by
going in reverse order.

Trend Toward Global
Consistency in Accounting
Rules

For a global economy to work, at
least in thefinancial markets, aninves-
tor in one country has to be able to
evaluate potential investments in an-
other country. Thisrequires consistent
financial reports and financial report-
ing rulesto reducethe “learning curve”
required to understand potential foreign
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investments. In the past, this was ac-
complished to some extent by requir-
ing foreign companies selling securi-
tiesin aforeign exchangeto file finan-
cial reports under more universally ac-
cepted accounting rules, such as U.S.
GAAP or GAAP rules set by the Inter-
national Accounting Standards Com-
mittee (IASC). But many foreign com-
panies rebelled at the concept of filing
financial reports under another
country’s accounting rules, and the
IASC ruleswerenot felt to be complete
and comprehensive enough to servethe
purpose of global financial markets.

In response, the IASC undertook a
long-term project to upgrade their ac-
counting standards. This project relied
heavily on volunteer efforts, and this
is where the IAA made its mark. The
IAA in several instances produced
major contributions to the new stan-
dards, such that the IAA began to be
sought out for its advice. When the
IASC reorganized earlier thisyear toa
more staff-driven structure with less
reliance on outside volunteers, a“ stan-
dards advisory council” was set up to
provide guidance and advice relative
tothel ASC's standardswork. The only
insurance organization given a repre-
sentative on the standards advisory
council wasthe |AA.

The IAA's IASB Committee now
coordinates work in this area. (The
|ASC became the |ASB after their re-
organization.) Current projectsinclude
responding to the fair value account-
ing proposals for nearly all financial
instruments (excluding insurance con-
tracts) and anew insurance accounting
standard being developed for possible
2005 implementation. Key issueswith
the new insurance standard are the dis-
counting of all insurance reserves
(property/casualty and life) and the
potential for FASB to usethisnew stan-
dard as a template for a new U.S.
GAAP insurance standard.

| currently am the CAS representa-
tivetothe |AA’s|ASB Committee. Our
October meeting in Hong Kong in-
cluded discussion of both proposalsand
our response to those proposals.
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Trend Toward Global
Standards for Financial
Services Regulation

Global financial markets depend on
astablefinancial system inthe partici-
pating countries and the ability to move
fundsacrossborders. To thisend, bank-
ing regulators have created interna-
tional banking regulatory standardsfor
internationally significant banks.
Longer term the intent is to develop
standards applicableto all banksin the
participating countries.

The financial system of a country,
however, includes brokerage firmsand
insurance companies, not just banks.
Banks, brokers, and insurers can offer
substantially similar products, so the
financial regulatory system must ad-
dress all three systems to be effective.
Therefore, effortsto standardize finan-
cial regulation of banks across borders
have been extended to brokers and in-
surers.

Thelnternational Association of In-
surance Supervisors (IAlS) was created
in 1994 to standardize insurance regu-
lation across borders, among other
charges. The lAISisaso amember of
the Joint Forum, with its banking and
brokerage counterparts. The Joint Fo-
rum is working towards eliminating
potential opportunities for accounting
arbitrage in the world financial mar-
kets. The IAISwork isgenerdly inits
infancy, and new regulatory guidelines
and “model” regulatory standards need
to be created. Research must be done
onissuesand dternatives. Thisiswhere
the IAA can (and does) play a role.
Without effective involvement from
insurance experts, those from the bank-
ing side will dominate such discus-
sions, given their head start in devel-
oping international regulatory stan-
dards for banks.

The Insurance Regul ation Commit-
tee of the IAA has been providing re-
search support and commentary on
draft regulatory standards and issues
raised by the IAIS. In the past year, it
has produced at least three comment
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The IAA

From page 17

papers on such issues as the Basel
Committee’s proposed bank capital
standards, the IAIS's insurance com-
pany disclosure guidelines, and the
IAIS's paper dealing with capital ad-
equacy. The IAA will also complete a
white paper soon that describesinsurer
risks and capital needs.

International Standards of
Actuarial Practice

ThelAA isalso stressing initswork
the value that actuaries bring to the fi-
nancial reporting (reserving) and the
risk management/solvency process.
This has raised the issue of whether
international standards of actuarial
practice should be devel oped, to match
international accounting and regulatory
standards. The IAA currently plansto
develop such standards, and several
IAA committees are now involved, in-

cludingthel AA-IASB committeeand the
| AA-Insurance Regulation committee.

Mutual Recognition
Discussions

IAA activity extends beyond the
strictly technical issues. For example,
the IAA Professionalism Committee
listed the following items on its Octo-
ber meeting agenda: cross-border prac-
tice and mutual recognition, mutual
discipline agreements, and interna-
tional actuarial standards. The Profes-
sionalism Committee’s meetings often
bring together representatives from
various countries’ actuarial organiza-
tions—the same people who would sit
down withthe CASto discusstheseis-
sues outside the IAA framework.

Minimum Educational
Standards for IAA Member
Associations

AsthelAA'srolein accounting and
regulationissues grows, membershipin

the IAA may become more important.
To ensurethat IAA membership means
something, the IAA wants to better
define (and perhaps strengthen) its
membership requirements. Under the
current |AA structure as an association
of associations, this means codifying
and strengthening the minimum stan-
dards for member associations.

In one phase of this process, the
IAA’s Education Committee will at-
tempt to develop minimum syllabus
requirements, and they hope to have
these in effect around 2005. Mary
FrancesMiller isthecurrent CASrep-
resentative on this committee. While
the CAS will have no problem meet-
ing any minimum requirements, there-
quirements may affect the CAS sylla-
bus and exam structure around (or pos-
sibly before) 2005.
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Election Process
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Schwartz: Should this be on
CASNET or the CASWeb Ste?

Shoop: Either. | would let the can-
didates statetheir positionsand respond
to questions from voters. If the board
constrainsthe questions, theresultisa
perception of atightly controlled pro-
cessthat they don’t want to relinquish,
that they don’t want to open up.

Khury: What isthe problem with a
brokered selection? All that mattersis
that the sel ected individual doesagood
job for the duration of their term.

Shoop: There's no choice.

Khury: That'sthe path the CAShas
chosen as best for it...The perception
that there’sno choicefor the president-
elect position is no great discovery. It
may be atightly controlled process, but
that’s not wrong, evil, or bad if in fact
it produces people who can do the jab.
If the Nominating Committee servesup
a candidate who, in the opinion of
some, is not the strongest candidate,
then it is likely that someone else will
step up...and havetheir name placedin
nomination. We have had this once be-
fore and we are about to have it again.

Shoop: Well, [some of] the mem-
bers are not pleased.
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Purple: The task force considered
this. The board said that feedback from
the members were that they wanted
more information on the candidates
running for the board. The feedback
was that, as the CAS grows, fewer
people know a specific candidate, and
resumes are not enough. Thetask force
also considered the possibility of cam-
paigning for office and having discus-
sion forums. They felt that was going
toofar. Don't forget that the candidates
havereal, full-time jobs. Having to re-
spond to unlimited questions or to pre-
pare position statements on complex
issues may discourage well-qualified
candidates. The task force chose a
middle ground. Having two questions
probably doesn’'t go far enough. I'dlike
to seeaquestion like “What are one or
two of the top challenges facing the
CAS? I'dliketo see more open-ended
questions. The main thing I'm looking
for in a candidate for the board is a
commitment to serve. | have been on
the board myself. Some board mem-
bers missed meetings, did not partici-
pate in the discussions, or had not read
the material that had been distributed
in advance of the meetings. | want
someone who is going to attend all the
meetingsand [is] an active participant.
[Editor’s Note: According to CAS Ex-
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ecutive Director Tim Tinsley, a 1998
Board policy regarding attendance
statesthat if a board member isunable
to attend at least three board meetings
in any given year, an offer to resign is
expected, to be accepted by the chair
at hisor her discretion.]

Khury: | would agree strongly with
John’s comments on the commitment
to serve. Being on the board means
you're going to do somework. There's
really no glory there, just alot of work.
For candidates for president-elect, |
don’t know if | would want them an-
swering questions. If you had to inter-
view and qualify for any elected posi-
tion, it might discourage some people.
The Nominating Committee is choos-
ing those people who are most likely
to succeed. So far as questions go, |
wouldn't add much to the questions
posed. Basically, serving on the board
or as president-elect, offers some rec-
ognition by one's colleagues, but not
much else. The president in particular
isprobably spending half [of hisor her]
time, in addition to afull-time job, on
CAS issues. Also, | don't think ques-
tions on the issues are that meaning-
ful. Consider that many issuestake sev-
eral years to develop. We cannot pre-

— page 20
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Nonactuarial Pursuits of Casualty Actuaries

Horse Sense

by Marty Adler

he challenge of beating the
odds must appeal to many
with a mathematical bent,
casualty actuaries included,
of course. And one obvious place to
face this challenge is at the racetrack.
The late Lew Roberts, for whom |
worked early in my career, claimed that
he had devel oped a system that would
beat the odds, but only to the extent of
neutralizing the house advantage. So he
turned hisactive mind to other pursuits.

But one of our Fellows has pro-
gressed beyond the handicapping of
mere horse races and breedsthorough-
breds, though on a much smaller scale
than the giant Kentucky stablesin blue-
grass country. Both activities require
statistical analysis; both have awealth
of data available. Handicapping horse
races is the “short-tail” aspect; you
know the results very soon. Breeding
is the “longer tail” end of the game.
When a breeder buys a mare and se-
lects a stallion to breed to her it will
take far longer to learn if the breeder
made a good choice.

Our Fellow has followed racing
since age 12, when his uncle took him
to theraces at Saratoga. Hisfirst inter-
est wasin handicapping, acombination
of art and science. Among the many
characteristics that can affect the out-
come of arace are age and gender, dis-
tance of therace, and track condition—
all subject to objective analysis. Pro-
fessional handicappers constantly study
their statistics, looking for something
that the others haven't yet found—that
hidden betting factor that can yield
upset payoffs. The more rigorous
handicappers will compute speed fig-
ures and track variants, attempting to
rate each horse's prior efforts to help
determine who might win today. Thus
handicappers are using prior results to
predict future performance—sounds
like a pursuit that’s not all that foreign
to actuaries.

Our Fellow ventured into breeding
in the mid-1980's, when he bought a
small share of a thoroughbred
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broodmare. In exchangefor
paying the stud fee for the
stallion, he received a half
interest in any resulting
foal. That mating worked
out well. They sold thefoal,
a beautiful chestnut filly, at one of the
many public thoroughbred auctions.
Like the giant Kentucky breeders,
he must consider carefully the matings
for each of hismares. Helooksfor pedi-

“Handicapping
horse races is the
‘short-tail’ aspect;

you know the results

very soon. Breeding
is the ‘longer tail’
end of the game.”

gree matches that will increase the
probability that the resulting foal will
be a successful racehorse. There are
many theories about breeding: inbreed-
ing, crossbreeding, and the like. A
wealth of statisticsisalso availablefor
the conscientious breeder to study.
One example of the analysis in-
volved is found in a comprehensive
report by an Australian breeder who
studied the success of horseswho were
in-bred to certain successful female
horses. That analysis concludes that
such horses have a significant statisti-
cal edge over their competition. While
relatively few horses have this breed-
ing characteristic, the racing results of
these horses, asagroup, shows about a
30 percent advantage. Following these
principles, this spring he bred a mare
and a stallion that share a common fe-
mal e ancestor. The mare has Secretariat
in her pedigree; and the stallion, Sir
Gaylord. Secretariat and Sir Gaylord
are half brothers, that is they share the
same dam, the mare Somethingroyal.
Theresulting foal isexpected to be born
early next spring, and our actuary will
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Above, colt by Cherokee Run (sire) and
Acrctic Assay (mare). Right, filly by Gold
Fever (sire) and Storm Struck (mare).

closely follow its -
development over
theyearstocome.

Hedoesnotin-
tendtorely exclu- .
svelyonthework
of others. There arevarious bloodstock
statistical servicesthat provide datafor
breeders to use to test their own theo-
ries. He has a few such theories sup-
ported by anecdotal evidence. Once he
finds the time, he hopes to put these
theories to amore analytical test.

He spends about 3-5 hours a week
studying the pedigrees and race records
of the thousands of stallions. He wants
to discover the new stallion that will
become the next successful producer,
for once a stallion proves himself, the
stud fees are increased beyond a level
that he can afford. In years past this
approach was successful when he got
Cherokee Run and Storm Cat well be-
low their current stud fees. Both have
produced major winners in North
America and in Europe. Some of his
other choices were not so good. These
experiences are helping him develop a
profile of the type of racehorsethat has
a greater-than-average chance of be-
coming a successful stallion.

Currently he owns or shares in six
broodmares, four of whom are in foal
(pregnant), one two-year-old who isin
training, oneyearling, and three wean-
lings (horsesborn earlier thisyear). He
plans to sell the weanlings in yearling
salesnext year, and one of the expected
foals at a weanling sale next Novem-
ber. For the remainder of this year he
will study the pedigrees of the six
mares, trying to decide which stallion
to breed to each one. He hopesto have
breeding contractsfinalized in Decem-

ber.
— page 24
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WTC Collapses

From page 1

of his career with the Insurance Ser-
vices Offices, Inc. (1SO), which had
months earlier completed amove from
Seven World Trade Center (the third
building to collapse) to new officesin
Jersey City, New Jersey. A memorial
servicefor Miller was held on Septem-
ber 16 at Menorah Chapel in Staten
Island, New York.

CLRS Final Sessions
Canceled

On the morning of the attacks, the
Casualty Loss Reserve Seminar was
just starting its second day of sessions
in New Orleans. The first CLRS con-
current session began promptly at 8:30
am. CDT, about 40 minutes after the
first plane hit Tower One. CAS staffers
interrupted the session periodically to
relay information regarding the attacks,
airport closings, and hotel accommo-
dations. At around 9:30 am. CDT,
CLRS Chairperson Guy Avagliano
made the decision to cancel the rest of
the mesting.

The Fairmont Hotel, site of the
CLRS, went into emergency mode,
usually implemented for hurricanes,
and offered rooms at a reduced rate to
stranded attendees. The hotel provided
food servicesand installed abig screen
TV in one of the meeting rooms for
membersto watch the newsreports. By
early afternoon, the number of people
watching had dwindled to only a few,
many having gone to their rooms to
watch TV reports in private, contact
family and colleagues, or simply de-
cide what to do next.

Getting Home the Hard
Way

With the grounding of al flights,
several attendees, anxious to return
home, chartered buses and hired cars
to various destinations (see story, page
16), while otherswaited it out until air
traffic began again. Peter Royek, who
was a scheduled panelist for two Tues-
day sessions, boarded a bus to Phila-
delphia with 52 other people, includ-
ing seminar attendees, their spouses
and other family members, and two
drivers. Others, like Regina Berens,
stayed behind in New Orleansand con-
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ducted consulting work from her hotel
room. Berens got home Friday, Sep-
tember 14 on one of thefirst few flights
to land in Newark after the airport re-
opened. (She's flown 10,000 miles
since September 11.) Eduardo Esteva,
a CAS Affiliate member and meeting
panelist, was stranded in the U.S. until
the weekend. He and his wife were
anxiousto return to their seven-month-
old child, who was being cared for by
family members at home in Mexico.
They arrived homethefollowing Mon-
day.

Definitely Not Business as
Usual

Hundreds of businesses of every
type—both thosein the WTC complex
and the surrounding area—were af-
fected by the attacks. A total of 36 CAS
membersworked in officesin Oneand
Two World Trade Centers. Thesefirms
included Aon, Fireman's Fund McGee,
Guy Carpenter & Company, Kemper
Insurance Companies, MMC Enter-
prise Risk Consulting, and SCOR Re-
insurance.

In the days following the attack,
some of those affected were able to
work from home or in temporary of-
fices. Walter Wright, of MMC Enter-
prise Risk Consulting, was back to
work on Thursday in offices on the
Avenue of the Americasin New York.
John Kulik, whose firm SCOR Re as
yet had no temporary facilities, went
towork in the Chicago office for afew
days.

Because of its location only a few
hundred feet from WTC Plaza, John
Robertson’s St. Paul Re office was
cordoned off; staff had very limited
accessihility for afew weeks. Whilethe
building did not sustain structural dam-
age, its interior had to be cleaned of
accumulated dust from the surround-
ing air. Phoneand e-mail serviceswere
also disrupted for severa days. A few
St. Paul Reemployeeswerealowedin
the building for short periods. The of-
fice was opened to all employees on
October 12, but few of them could stand
the still-lingering smoke for more than
an hour and a half. St. Paul Re's cur-
rent plan is to move back October 23.
Robertson and some of his coworkers
have been working from home and oth-
ers from various locations. Holborn
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Corporation lent St. Paul Re some
spacein lower Manhattan. Staff mem-
bers have been working from atempo-
rary location on Long Island, New
York, and officesin Morristown, New
Jersey and Philadelphia.

Finding Comfort

In the early moments of the attacks
and in the days and weeks following,
the CASWeb Site proved to beasource
of information and comfort to CAS
members. Members frequented the
“Water Cooler” section of the Discus-
sion Forum of the CAS Web Site, us-
ing it to learn news of the attacks and
of colleagues employed in the WTC
buildings. On September 14, CAS
President Patrick J. Grannan posted
amessage on the CAS Web Site to all
CASmembers, candidates, and friends.
In the message, Grannan announced
that a new section on the Web site’'s
Discussion Forum had been established
to help share further information.

The CAS hasreceived several mes-
sages of condolences from actuarial
organizations from throughout the
world. Groupe Consultatif, an organi-
zation representing 33 actuarial asso-
ciationsfrom 27 countriesin the Euro-
pean Union, issued the following state-
ment: “ Our professionisasmall closely
knit one, with linksin particular to the
World Trade Center...many amongst us
who have spent time there, and who
have regular contact with professional
associates and friends there—some of
whom will doubtless have perished in
this outrage...We feel a close bond in
this time of adversity, and a profound
sense of sorrow at the grievousblow to
your country, your members, and our
colleagues.”

Other notes of condolence can be
found in the “What’s New” section of
the CASWeb Site.m

Election Process
From page 18

dict what issues are going to come up
during thetenure of the successful can-
didate. The real questions are: “Isthis
person authentic? Are they going to
represent the members’ interests?” On
someissues, time hasto be spent gath-
ering data. You can't really know what

— page 21
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Halpert, Weinstein, and Gonwa

WIin Reserves Prize

Aaron Halpert (left) and Scott Weinstein (right), along with coauthor Christopher Gonwa, won
the 2001 Reserves Prize for their paper, “ Evaluating Reserves in a Changing Claims Environment” at
the Casualty Loss Reserve Seminar on September 10 in New Orleans. The Reserves Prize is awarded
to the authors of the best paper submitted in response to acall for papers regarding reserves whenever
the CAS conducts the program. A specially appointed committee judges the papers on the basis of

originality, research, readability, completeness, and other factors. Recipients need not be CAS mem-
bers. The amount of the Reserves Prize is determined annually. Thisyear’s prize paper and other papers presented at the CLRS

can be found in the 2001 Fall Forum or on the CAS Web Site under “Publications.” m

Web Site News

CAS Web Site Reaches 5-Year Milestone

October 1, 2001, marks the CAS
Web Site’'s (www.casact.org) fifth an-
niversary of providing news and infor-
mation to CAS members, candidates,
and the public. Launched and managed
by the Committee on Online Services
(COO0S), the CAS Web Site usage has
grown from about 7,000 Web pages
accessed in its first month to nearly
700,000 a month during July 2001.

The CA S began offering online ser-
vices in 1993 with the CAS Bulletin
Board System (BBS), the Web site's
forerunner. An April 1996 survey con-
ducted by the CAS Task Forceon Elec-
tronic Services found the membership
to be keenly interested in the possibili-
ties of a CAS Web Site. The CAS Ex-
ecutive Council approved theideaof a
Web site in July 1996 and the CAS
Board of Directors was given the first
look at the proposed Web site during
its meeting in September 1996. The
Web site was activated to the publicin
October 1996.

Five years from its activation,
through continuous enhancements, the
CAS Web Site continues to be at the
forefront of online services provided by
professional societies. Some major
milestonesinclude:
® October 1, 1996—CAS Web Site

launched.
® December 1996—Fall 1996 exam

passing candidate numbers posted

(Web site usage increases 500%

over the first month).
® May 1997—CAS Online Catalog

introduced.
® August 1997—CASDownloadable

Library introduced.
® October 1998—First CAS Online

Course activated.
® February 1999—30 past volumes

of the Proceedings added to the

Download Library.
® October 1999—Spin-off Web site,

www.BeAnA ctuary.org, introduced.
® May 2000—Complete collection of

the ASTIN Bulletin (70 volumes)

added to the Download Library

(Web site usage surpasses half amil-

lion viewed pages per month for the

first time).

® September 2000—Online meeting
registration form implemented for
the 2000 CAS Annual Mesting.

® October 2000—Online dues form
implemented.

® May 2001—All Proceedings (1914-

1959) added to theWeb site. All Fo-

rums and Discussion Paper Pro-

grams are also available online.

Web site devel opments over the next
year will focus on increasing overall
Web site usability with such features
aspre-popul ated Web siteforms, online
exam registration for CAS candidates,
online publication ordering, and an
improved Participation Survey.

COOS welcomes feedback on the
CAS Web Site and other online ser-
vices. To contributeideas or comments,
e-mail COOS Chair Stewart Sawyer
(stewart_sawyer@acordia.com.)m

Election Process
From page 20

issues you'll be dealing with on the
board. So the meaningfulness of acan-
didates’ statement of their position on
variousissuesishighly and erroneously
way overrated.

Shoop: | also agree with the need
for a strong commitment to serve.
That's self-evident. | like what you've
said about the president being the
“doer.” But | can’'t get comfortablewith
not wanting acandidate to answer ques-
tions. | definitely agree that the presi-
dent needs to be somebody who can
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be effective in implementing the poli-
cies of the board, athough she or he
may not be permitted to be a policy
maker. Maybetheanswer hereisto stop
the sham of electing a president and
admit that what is really being sought
here is an effective chief operating of-
ficer. Let theboard “hire” oneby simple
appointment. Take the office of the
president right off the ballot.

Purple: Thetask force'sactual rec-
ommendation was that the Nominating
Committee could present one or sev-
eral candidates to the board. Then the
board would €elect the president-elect.

The Actuarial Review

The members would not have to know
who had been in contention. Yet the
board did not accept this recommen-
dation. They may have felt that there
would betoo many changestothe CAS
Bylawsand the Constitution or that this
would take the election process totally
away from the members. However, this
recommendation would have removed
the issue of how to deal with a peti-
tioned candidate.

Part Two of the discussion will ap-
pear inthe next issue of The AR. Ques-
tions or comments can be sent to
esmith@casact.org.m
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D.W. Simpson Makes CAS Trust
Donation

The Trustees for the CAS Trust (CAST) are pleased to announce that D.W. Simpson & Company has donated $10,000 to the
Trust on September 20, 2001. This brings the total contribution of the D.W. Simpson & Company to $60,000 to the Trust. The
CAST was established in 1979 as a nonprofit 501(c)(3) organization to afford members and others an income tax deduction for
contributions of fundsto be used for scientific, literary, research or educational purposes. A CAS Trust scholarship program will
be announced in the near future. The CASisgrateful to the D.W. Simpson & Company and its employees for their contribution
to the advancement of actuarial science.m

25 Years Ago In The Actuarial Review

by Walter C. Wright

W& continue to be struck by the unchanging nature of many of the issues that The AR tackles. Keeping in mind the article by
Clive Keatinge on page 8 of this current issue, look at what Stan Khury had to say in an October 1976 opinion piece.

And Now, Amalgamation?

The Subcommittee on Organization Structure of the Actuarial Profession, initsfinal report to the Joint Committee on Orga-
nizational Coordination, identified six reasons why reorganization should be considered. Viewed closely, the Subcommittee’s

reason fall into three categories:

Clarification. Amalgamation would make clear to our public—government, employers, educational institutions, businessin
general—what an actuary is and what an actuary does. It would also clarify the differences between the various actuarial

specialties. And it would strengthen the actuarial profession’s position on accreditation.

Economy. Amalgamation would presumably eliminate most of the current duplication in administration, meetings, clubs,

publications, etc.

Consistency. Amalgamation would assure greater consistency in the treatment of theissue of professional conduct, aswell as
in examination and other educational standards.
However one may view the reasons for studying the issue of amalgamation, its serious consideration by each CAS member
remains one of the most pressing assignmentsin along time.m

Homeward Bound
From page 16

ourselves very hungry. At about 9:30
p.m., a mere seven hours after we be-
gan our trip, we pulled into Tuscal 0osa,
Alabama for supper. Much to our sur-
prise, we encountered another charter
bus of actuaries who had also rented
their own bus! What are the odds of
that? They decided tofollow usto Chat-
tanooga, which meant finding hotel
rooms—for about fifty—and so after
dining on some of Alabama’s finest
delicacies we set off again. We pulled
into the city around 1:00 am. CDT.
After afive-hour nap, we set off on
the second leg of our journey. As we
started out the next morning, our spir-
itswere alittle better. The shock of the
previous day’s events had not entirely
worn off, but now we were only 15
hours from our goal. We were heart-
ened by the knowledge that when night
fell on Wednesday, we would be sleep-
ing in our own homes and close to our
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familiesand loved ones. Thanksto our
fellow actuaries on the other bus, we
borrowed a movie. With The Blues
Brothers playing on the bus’ video
monitor, we were greatly entertained
by John Belushi and company whilewe
sped through the Great Smokey Moun-
tains of Tennessee and made our way
into Virginia.

In Virginia we were treated to the
magnificent sight of the Blue Ridge
Mountains. Between mountain peaks,
we caught glimpses of peaceful farm-
land and we enjoyed watching the cows
and horsesgrazeinthefields. Likelittle
kids, some of us took great pleasure
pointing out the various farm animals
we passed. It took the harshness off the
reality that we knew we would soon
know more about the tragic eventsonce
we reached our homes.

Theroadto New York led usthrough
several states and we were soon able
to add West Virginia, Maryland, and
Pennsylvania to our list. Finaly, as
night fell, we reached our first destina-
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tion—Allentown, Pennsylvania. We
changed navigators and were soon in
the capable hands of Eric Gottheim.
Aswe got closer to New York, the bus
took on the feel of a war room. We
heard numerous rumors about which
roads|eading into New York were open
or were closed. After making calls on
our cell phones, and discussing our
options, we decided to head for the
George Washington Bridge. Finaly, at
around 10:00 p.m., we made a second
stopin New Jersey. Several passengers,
including myself, got off and headed
home. The bus then continued into
NY C to drop off the remaining passen-
gers. After 31 hours and 1,300 miles,
we had madeit! Wewerefinally home!

Many of us had mixed emotions.
While we were happy to be home with
our families, we al so realized that many
thousands of people would not be go-
ing home to their families. Our hearts
go out to all those people affected by
thistragedy. May theworld never know
such atragedy again.m
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The IAA

From page 18

So, Tell Me Again Why All
This Is Important?

The IAA has the potential to influ-
ence significantly the accounting and
regulatory rules under which actuaries
in many countries will have to live. It
is doubtful that the U.S. can remain
unaffected by these rule-making initia-
tives.

It isimperative that CAS members
play an active role in these develop-
ments. My experience tells me that, in
the absence of CAS input, many I1AA
work productsrisk reflecting abiasto-
ward long-duration life policies, where
public data is plentiful and insurance
risk isminimal. Asthe largest body of
property/casualty actuaries in the
world, the CAS provides expertiseand
resources to the IAA efforts that may
not be available el sawhere. Whilethere
are actuaries outside the U.S. who un-
derstand (and can communicate) many
of the perspectives and issues we care
about, they are not as numerous and
may not always be heard.

The lAA aso isdeveloping profes-
sional education and practice standards
that may find their way to our borders.
We may not be able to control the cre-
ation of international professional
guidelines. (They may beimposed, for
example, in reciprocity agreements at-
tached to free-tradeinitiatives.) There-
fore, it isimperative that the CAS stay
involved in the process and help shape
theresults, or externally-devel oped re-
sults might be forced on us that do not
even address the issues we face.

What can | do to help?

You can notify the CASVice Presi-
dent-International, L eRoy Boison, that
you want to help. We need people to
review draft proposals and peer review
our draft responses. The only require-
ment is your commitment to review
documents thoroughly, as some of the
IAA draft white papers and responses
have totaled up to 100 pages. Profi-
ciency in aforeign language is not re-
quired, because all 1AA business is
communicated in English. If you might
like to help, please let us know!m
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LLoss Emergence Factors

by Stephen W. Philbrick

received an e-mail recently from Dave Clark with some thoughts on an
actuarial issue. The issue has a mouthful of atitle—Infinitely Decompos-
able Loss Development Patterns—but the underlying concept is more ba-
sic than that title would suggest.

We tend to confront two actuarial questions with two different approaches.
When given loss data by size of claim, and aneed to project the future distribu-
tion of amounts by size, we tend to
fit a statistical distribution to the
results. However, when we are
given emergence data of claims,
whether counts, payments or in-
curred values, we are more apt to
calculate empirical ratiosand apply
those ratios to the future. | asked
Tom Mclntyrewhy we use an em-
pirical approach to development
factorsin light of the distributional
approach to size of loss problems,
and his answer was, “Because it
works.”

| suspect he is right, but | also
think there is value in a more sta-
tistical approach. Dave Clark is ex-
panding on some work done by Robbin and Homer, (www.casact.org/pubs/dpp/
dpp88/88dpp501.pdf), which in turn is based upon some thoughts | had dis-
cussed in the 1986 Discussion Paper Program (www.casact.org/pubs/dpp/dpp86/
86dppl16.pdf).

In brief, the underlying concept is that we should analyze the emergence,
whether claim counts, claim payments, or claim incurred amounts, with respect
to asingle point in time. Our normal approach isto look at the empirical devel-
opment of abundle of claims, typically from a 12-month period such as an acci-
dent year. We need to abstract twice: first, from the actual claimsfor the period
of time to the expected claims for that period of time. Second, rather than ana-
lyzing an entire period, in which some claims are older than others, we need to
examine a point in time—the expected claims coming from an arbitrarily small
interval of time. If we can specify astatistical form for the emergence pattern of
this point in time, we can calculate emergence patterns on a variety of bases
from that building block. For example, the ubiquitous accident-year patterns
would consist of an average (integral) of the point-in-time pattern over a one-
year period. Integrating over three months would produce accident quarter fac-
tors. Policy year factors consistent with the accident year factors would involve
a slightly more complicated integral, one reflecting the parallelogram of expo-
sure over the 24-month period. Reinsurers could calculate underwriting year
patterns by integrating over a 36-month period. This approach is particularly
well suited for calculation of incomplete period factors, such as six- or nine-
month accident factors. Finally, for companies with unusual exposure growth,
either positive or negative, emergence factors could be calculated by integrating
over the period reflecting the expected exposures at each point in time.

“...we should analyze
the emergence,
whether claim counts,
claim payments, or
claim incurred
amounts, with respect
to a single point in
time.”

— page 24
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Card Trick

by John P. Robertson

my has seven cards num-
bered 1,2, 3,4,5,6,and 7.
She randomly deals three
each to Bill and Celia,
keeping one for herself. All three
peoplethen look at their cards. Can Bill
and Celia communicate with each
other, in the presence of Amy, so that
Bill and Celiacan each determine what
cardsthe other holds, but Amy will not
know who holds any given card, other
than the one that she herself holds?

Claims Data

Christopher Yaure'spuzzleinvolved
claim count data on five 12-month poli-
cies. Hewas supplied with claim counts
on the five policies, and was subse-
quently provided with acorrected claim
count for one policy. In the corrected

It's a Puzzlement

claim count data, the mode was exactly
the same as in the original data, the
mean claim count was exactly 1 larger
than the original data, the variance was
exactly 2 larger, and the median was
exactly 3 larger. Additionally, the final
counts satisfied what Christopher
called the “Rule of 3s”:

Thefinal number of claimsfor each
policy was a multiple of 3.
The ratio of high to low number of
claims was 3. Exactly 3 policies had
an average of more than 3 claims per
month.

The question was, what was the fi-
nal claims frequency distribution?

A number of solversdetermined that
the final counts were 15, 36, 39, 45,
and 45, and that the 39 had originaly

been reported
as 34.

Solvers for /&
this puzzle include
Nicki C. Austin, Alan Erlebacher, Jon
Evans, Sean Forbes, Moshe
Goldberg, Betty-Jo Hill, John
Hinton, Jim Mohl, Yipel Shen, David
Uhland, Glenn Walker, and Mike
Ziniti.

If you want to see how this solution
can be derived, please e-mail me at
JPR2718@AOL.COM.

Self-Referential Aptitude
Test
In the last column, Sean Forbes

should have been listed among the
puzzle solvers.m

Nonactuarial Pursuits
From page 19

Generally, the mare’s owner pays
the stud fee and assumes all the risk
that thefoal will not be good. Oncethe
foal is born there is no refund, or ad-
justment on the stud fee, if the result-
ing foal proves to be inferior. For ex-
ample, if thefoal suffersfrom any of a
number of defectsthat may precludeit
from withstanding the required physi-
cal training—a not uncommon situa-
tion; approximately 30 percent of foals
born never race—auction prices will
not recover a mare owner’s costs. He
purchased amarelast year and bred her
to the Kentucky Derby winner, Char-
ismatic. Not wanting to risk the high
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stud fee, he negotiated a“foal -sharing”
arrangement with the owners of that
stallion. The horses were bred earlier
this spring and the contractual arrange-
ment callsfor thefoal to be sold at pub-
lic auction in November 2002 (a few
months after the foal will have been
weaned) with the proceeds of that sale
to be split 50/50 between the mare
owner and the stallion owner. He re-
tainstheright to pay the advertised fee
at any time prior tothissalein order to
retain full ownership of the foal. He
may elect that option if the foal looks
spectacular, if the market for auction
yearlings is strong, and if he has the
money. That's a lot of ifs. If, on the
other hand, the foal does not look
promising, he has significantly hedged
hisdownsiderisk by sharing it withthe
stallion owner.

Russ Fisher likes to think that his
experience evaluating risk in our pro-
fession has helped him assesstherange
of risk heistaking on each horsetrans-
action, helping him create a variety of
risk-sharing strategies. He considers
himself fairly lucky so far, but is not
ready to give up hisday job, designing
and directing an e-commerce strategy
for the worldwide treaty business of
GeneralCologne Re.m

The Actuarial Review

Brainstorms
From page 23

One stumbling block | ran into was
theidentification of statistical distribu-
tions that fit the underlying data rea-
sonably well and could be easily inte-
grated. Dave Clark hasidentified aspe-
cial case of abetadistribution that may
be suitable. The mathematics are be-
yond what | like to include in this col-
umn, but Dave Clark would be happy
to share with you the preliminary work
he has completed. He can be reached
a daveclark@amre.com.

| am sure the traditional approach
will continue to be the approach of
choi ce when one has decent amount of
datain aparticular format (such as ac-
cident year) and the need to estimate
factors on the same basis. The alterna-
tive approach isbest suited to situations
where some conversion isneeded—that
is, dataisavailablein oneformat, such
asaccident year, but factors are needed
in a different format, such as policy
quarter, or incomplete-year factorsare
needed. However, if we become adept
at identifying patternsfor point-in-time
distributions for those cases, we might
decide to use this approach more
generally.m
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