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NEW ACADEMY OFFICERS

The Academy’s Board of Directors has approved the slate of 2009
Academy officers put forward by the Nominating Committee. New
officers assumed their duties at the Academy’s annual meeting in
Boston Oct. 26. The new officers are:

MARY FRANCES MILLER
PRESIDENT-ELECT

Miller has previously served
on the Academy board dur-
ing her term as president and
president-elect of the Casu-
alty Actuarial Society (CAS).
In addition to her volunteer
work with the CAS, she has
volunteered for the Academy
as a member of the Academy’s
Casualty Practice Council,
Council on Professionalism,
and Committee on Qualifi-
cations. She is also a member of the Actuarial Standards Board’s
Subcommittee on Reserving and chairs the International Actuarial
Association’s Education Committee. Miller is a founder and senior
consulting actuary with Select Actuarial Services in Nashville, Tenn.
She is a fellow of the CAS and a chartered property and casualty
underwriter. She was also elected an honorary fellow of the U.K’s
Institute of Actuaries.

HENRY SIEGEL

VICE PRESIDENT FOR RISK
MANAGEMENT AND
FINANCIAL REPORTING
ISSUES

Siegel has volunteered in
numerous leadership positions
within the Academy through-
out his career, including as
chairperson of the Financial
Reporting Committee and the
International Financial Report-
ing Standards Task Force. He
has managed the Academy’s response to projects from the Interna-
tional Accounting Standards Board and Financial Accounting Stan-
dards Board. He has also held leadership positions with the Society
of Actuaries (SOA), the Actuarial Standards Board, the Group of
North American Insurance Enterprises, and the Actuarial Society
of Greater New York, for which he served as president in 2006. He
is also an Academy representative to the International Actuarial
Association. Siegel was the recipient of the Academy’s Jarvis Farley
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Service Award in 2008. Currently, he is vice president of the New
York Life Insurance Co.s Office of the Chief Actuary in New York.
He is a fellow of the SOA.

ETHAN KRA
V/ICE PRESIDENT FOR
PENSION ISSUES

Kra has previously served on
the Academy’s board as a regu-
lar director from 2003-2006.
He has served in a number
of volunteer positions for the
Academy, including as vice
chairperson of the Pension
Practice Council, member of
the Pension Committee, mem-
ber of the Joint Academy/Soci-
ety of Actuaries (SOA) Pension
Finance Task Force, and as chairperson of the Joint Academy/SOA
Task Force on Financial Economics. He also served on the General
Committee of the Actuarial Standards Board. Kra is a worldwide
partner and chief actuary for retirement for Mercer Inc. in New York.
He is a fellow of the SOA, a fellow of the Conference of Consulting
Actuaries, a member of the American Society of Pension Profession-
als and Actuaries, and an enrolled actuary.

ART PANIGHETTI
V/ICE PRESIDENT FOR
LIFE ISSUES

Panighetti has been serving as
regular director on the Acad-
emy’s board since 2007. He has
served as chairperson of the
Life Tax Work Group and as a
member of a variety of Acad-
emy volunteer groups, includ-
ing the Life Practice Council
and the Tax Reform Work
Group. He is also a member of
the Academy’s Public Interest
Committee and a member of the Actuarial Foundation’s board of
trustees. Panighetti is a vice president with Northwestern Mutual Life
Insurance Co. in Milwaukee. He is a fellow of the Society of Actuaries.
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Academy Asks NAIC to Review Instructions

HE ACADEMY’S CASUALTY PRACTICE COUNCIL

submitted a letter in September to the National Association

of Insurance Commissioners’ (NAIC) Casualty Actuarial and
Statistical Task Force concerning the task force’s definition of a
“qualified actuary” with respect to statements of actuarial opinion
(SAOs) for property and casualty annual statements. A qualified
actuary is defined in the NAIC’s SAO instructions as a person who
is either a member in good standing of the Casualty Actuarial Society
(CAS) or a member in good standing with the Academy who has
been approved as qualified for signing casualty loss reserve opinions
by the Casualty Practice Council.

The letter was prompted by the CAS board of directors’ recent
approval of changes to its syllabus for associate-level exams, which
will take effect in 2011. The U.S. actuarial profession’s current Quali-
fication Standards address basic and continuing education and ex-
perience requirements for actuaries issuing SAOs. Specifically, the
council’s concern is that while membership in the CAS may meet
the NAIC’s definition of a qualified actuary, future CAS members
who complete associate-level exams in accordance with the new
CAS syllabus may not have met the basic education requirements
specified in the Qualification Standards. Such members may need
to demonstrate that they have either completed the exam topics
set forth in Section 3 of the Qualification Standards, which will not
have been included on their exam syllabus, or have met the alterna-

tive to basic education set forth
in Section 3 of the Qualification
Standards. -

The council also noted that
the Qualification Standards
contain experience and con-
tinuing education require-
ments. It opined that while
membership in the CAS is nec-
essary to be a qualified actuary,
it may not be sufficient to meet
all of the Qualification Stan-
dards. The council suggested alternative language for the section
of Exhibit B to the NAIC statement of actuarial opinion in which
the actuary discloses the basis for one’s qualification.

A related article co-authored by Mary Frances Miller and Da-
vid Menning appeared in the August 2009 edition of The Actuarial
Review. The article alerted CAS members and candidates that the
revised exam requirements for associateship in the CAS will not

cover all of the exam requirements set forth in Section 3 of the
Qualification Standards for actuaries issuing the loss and expense
reserves actuarial opinion in connection with the NAIC property
and casualty annual statement.

—LAUREN PACHMAN

LIFE BRIEFS

w» Andy Ferris, senior manager for Deloitte Consulting
in Chicago, has joined the Academy’s Life Products
Committee.

w»> Martin Kline, senior director for Allianz Life Insurance Co.
of North America in Minneapolis, has joined the Academy’s
Life Settlements Work Group.

) Dean Miller, vice president for institutional products
for Jackson National Life Insurance Co. in Roseland,

N.J., and Albert Manning, assistant vice president of
financial reporting for Jackson National Life Insurance
Co. in Lansing, Mich., have joined the Academy’s Annuity
Reserves Work Group.

w) Roland Rose, associate actuary for Guardian Life Insurance
Co. of America in New York, and Robert Ellerbruch,
associate actuary for American Memorial Life Insurance
Co. in Indianapolis, have joined the Academy’s Life Reserves
Work Group. Ellerbruch has also joined the Academy’s
Reinsurance Work Group.

w) Barbara Snyder, senior vice president and chief actuary
for Guardian Life Insurance Co. of America in New York, has
joined the Academy’s Tax Work Group.

w> Jean Forrest, manager for Ernst & Young in Chicago, has
joined the Academy’s C3 Life and Annuity Work Group.
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CASUALTY BRIEFS

w> Dennis Lange, actuarial services manager for QBE
Regional Insurance in Sun Prairie, Wis., and Robert Curry,
assistant vice president and actuary for Insurance Services
Office Inc. in Jersey City, N.J,, have joined the Academy’s
Property and All Other Lines Subcommittee.

w> Sean McAllister, consulting actuary for Milliman in
Wayne, Pa., and Bonnie Maxie, principal for Oliver Wyman
Actuarial Consulting in San Francisco, have joined the
Academy’s Workers” Compensation Subcommittee.

w> David Spiegler, executive vice president and chief actuary
for BMS Intermediaries in East Brunswick, N.J, has joined
the Academy’s Committee on Financial Soundness/Risk
Management.

w> Michael Angelina, chief risk officer and actuary for
Endurance Specialty Insurance Ltd. in Bermuda, has been
named chairperson of the Academy’s Emerging Issues Task
Force, and Eric Drummond-Hay, chief actuary for Liberty
Mutual Agency Markets in Seattle, has been named vice
chairperson of the task force.

w»> Michael Lu, assistant actuary for Farmers Insurance Group
in Simi Valley, Calif, and Rebecca Williams, data analysis
manager for the North Carolina Rate Bureau in Raleigh, N.C,
have joined the Academy’s Natural Catastrophe Subcommittee.

\_ /
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Analyzing Social Security’s Assumptions

HE ACADEMY’S SOCIAL INSURANCE COMMITTEE

recently updated its issue brief Understanding the Assump-

tions Used to Evaluate Social Security’s Financial Condition.
Originally published in 2001 and previously revised in 2004, the
issue brief explains Social Security’s major assumptions, addresses
how variations in those assumptions affect reform results, and
encourages policy advocates to disclose the assumptions underly-
ing their reform proposals and to apply them consistently.

Every year, when the Social Security Administration’s board of
trustees issues its report to Congress on the program’s long-term
financial condition, the trustees base their projections on actuarial
assumptions. The assumptions used for Social Security’s financial
projections fall into two broad categories: demographic and eco-
nomic. Demographic assumptions are used to project the future
population, providing a basis for estimating the number of workers
paying into the system, the number of retired- and disabled-worker
beneficiaries, and the number of family members and survivors re-

Hill Briefing, continued from page 1

from adding leveraged exposure to the implosion of the housing mar-
ket. He also highlighted rules enforcing compartmentalization of the
industry that may have kept the housing bust from affecting policy-
holders outside of the mortgage guaranty and financial guaranty lines.
Lastly, he acknowledged the risk-based capital framework that dis-
courages companies from investing in risky assets.

“Insurance regulation did comparatively better compared to
banking regulations,” Wang said.

In order to better protect the public from this financial crisis and
future crises, Jesse Schwartz and Robert Miccolis, chairperson and
vice chairperson of the Academy’s Financial Regulatory Reform Task
Force, laid out actuarial public policy recommendations for stem-
ming systemic risk among all financial entities. They were joined
by moderator Henry Siegel, who was recently named Academy vice
president for risk management and financial reporting issues.

Effective regulation, Schwartz said, would establish limits on
corporate actions that may create systemic risk, ensure functional
regulation to assess the ability of companies to evaluate and man-
age their risks and to implement any necessary actions, and ensure
rating agencies and third parties are transparent about their as-
sumptions, methodologies, and recommendations.

Schwartz also highlighted the importance of minimum capital
requirements for companies whose investments, such as derivatives,
have significant exposure to systemic risk. Effective regulation, includ-
ing higher capital requirements, is needed, he said, for risky invest-
ments by financial services companies in cases where high volatility
of results is expected and/or the availability of information is limited,
making expectation of future returns speculative. He also stressed that
derivatives have a place in managing asset/liability risk when used to
manage risk rather than to create it in an attempt to increase returns.

“There is a need to understand the limitations of the models and as-
sumptions to protect the public from the adverse financial consequenc-
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ceiving benefits. Economic assumptions are used to project wages
and the resulting tax income of the program, benefit amounts, and
the investment income on the system’s accumulated assets. To-
gether, these assumptions underlie the projections of the program’s
short-term and long-term financial condition.

Making assumptions is critical for evaluating the current status
of the Social Security program, as well as evaluating the various
proposals for reforming it. A number of different proposals for
Social Security reform are before the public. The issue brief en-
courages policymakers, when evaluating these plans, to be aware
of the demographic and economic assumptions that underlie the
analyses. In some cases, the potential advantages of a particular re-
form plan may depend as much on the assumptions used as on the
proposal’s actual provisions. Furthermore, policymakers should
take care that assumptions are being used consistently across all
proposals that are being compared.

—JESSICA THOMAS

Shaun Wang, co-author of an SOA research paper
examining the financial crisis, joins the Academy
for a briefing on Capitol Hill.

es of risk and uncertainty under a principle-based system, especially
where there is a lack of information to quantify risk,” added Miccolis.

Wang also stressed the need to create the right balance of rule-
based and principle-based regulation in order to protect against sys-
temic risks, suggesting some form of an enterprise risk management
approach. The good news, he pointed out, is that the very nature of
systemic risk requires some period of accumulation and thus gives
policymakers a window of time to monitor and act. On the other
hand, picking out the right signals from mere noise is a challenge.
For instance, he said that the real strength of the economy lies in
how efficiently productive economic activities are carried out, not
just a snapshot of the stock market.

As Miccolis observed, “Risk management is most effective when
used to prevent crises rather than manage them.”
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House Testimony, continued from page 1

In his testimony, Academy Medical Professional
Liability Subcommittee member Hurley contended
that this proposal would seem to be a “non-event on
its face,” since engaging in those specifically prohib-
ited acts is already illegal based on state laws that
were enacted as a result of the McCarran-Ferguson
Act 0f 1945, the law that established insurers’ shield
from federal prosecution. However, due to potential
interpretations of the proposal, Hurley warned that
some could use the phrase “in any form” as justifica-
tion to try to prohibit the current practice by many
medical professional liability carriers to collect and
share analysis of claims data, a process that is cur-
rently overseen by state regulators, as stipulated in
the McCarran-Ferguson Act.

Due to the low-frequency, high-severity nature
of medical professional liability claims and the
long lags between events occurring, claims being
reported, and claim resolution, estimation of losses
and premium rates can be more uncertain than in
other lines of insurance, Hurley explained, includ-
ing most health insurance.

“Analyses of aggregated data serve several pur-
poses that align with the original intent of the McCar-
ran-Ferguson Act and assist state regulators charged
with overseeing the pricing of insurance coverage,”
Hurley explained in his oral testimony. Reasons in-
clude allowing for companies to compile enough data
to credibly base loss estimates and premium rates.
Absent that data, Hurley explained, companies either
would be forced to rely on their own limited data,
which would likely increase volatility in rate deter-
minations, or face greater likelihood of insolvency.

House subcommittee chairperson Hank John-
son (D-Ga.) asserted in the hearing’s opening
comments that the proposal would prevent health
and medical malpractice insurers from using the
McCarran-Ferguson Act “as a shield for” price
fixing, bid rigging, or market allocation, citing
increases in general health insurance profits and
premiums. Although Peter Mandell, former pres-
ident of the California Orthopaedic Association
in Burlingame, Calif., testified that there is little
evidence of commercial health insurers engaging
in price fixing, he asserted that industry consoli-
dation has restricted competition.

However, Hurley’s comments, which focused
strictly on medical malpractice insurance, indicat-
ed that shared analysis in the industry enhances
rather than restricts competition, encouraging both
new competitors and new products. Medical pro-
fessional liability losses and rates, he noted, have
been flat or fallen in the past two to three years

under the current system of regulation.

“Absent the use of industry information, [insur-
ers and self-insuring companies] may be reluctant
to assume or retain this exposure,” he said. “Their
decision not to provide coverage reduces competi-
tive alternatives in the marketplace.”

If the goal of the proposed act is to reduce medi-
cal professional liability premiums, Hurley said, it
is more likely to have the opposite effect.

Previous attempts to repeal portions of the
McCarran-Ferguson Act included explicit safe
harbor recognition for specific company conduct,
such as that of insurers, that is necessary for con-
sumer protection. Ilene Knable Gotts, chairperson
of the American Bar Association’s Section of An-
titrust Law, questioned in her testimony why this
proposal would put a greater burden on health and
medical malpractice insurance.

The Oct. 8 hearing was the first in a series that
eventually included testimony from Senate Major-
ity Leader Harry Reid (D-N.V.) and Assistant At-
torney General Christine Varney, who heads the
Department of Justice’s Antitrust Division.

As aresult of the hearings, the House Judiciary
Committee eventually adopted an amendment by
Rep. Dan Lungren (R-Calif.) clarifying that the bill
generally wouldn’t apply to the collection or dis-
semination of historical loss data, determination of
a loss development factor applicable to historical
loss data, or performance of actuarial services. On
Oct. 21, the committee approved the bill. The provi-
sions were incorporated into the health overhaul
bill (H.R. 3200) passed by the House Nov. 7.

Quualification Standards =
To whom do the revised QH A

Quualification Standards apply?

The revised Qualification Standards apply to all
actuaries who are members (associates or fel-
lows) of one of the US.-based actuarial organ-
izations and who issue statements of actuarial
opinion (SAOs) in the United States, and they
apply to members of any actuarial organization
that is not U.S.-based but requires its members to
meet the Qualification Standards when practic-
ing in the US. They are not limited to Academy
members. The U.S-based organizations are the
Academy, the American Society of Pension Pro-
fessionals and Actuaries, the Casualty Actuarial
Society, the Conference of Consulting Actuaries,
and the Society of Actuaries.
J
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