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About The Actuarial Profession 

The Actuarial Profession is governed jointly by the Faculty of Actuaries in Edinburgh and the 
Institute of Actuaries in London, the two professional bodies for actuaries in the United 
Kingdom.  A rigorous examination system is supported by a programme of continuing 
professional development and a professional code of conduct supports high standards 
reflecting the significant role of the Profession in society. 

Actuaries’ training is founded on mathematical and statistical techniques used in insurance, 
pension fund management and investment and then builds the management skills associated 
with the application of these techniques.  The training includes the derivation and application 
of ‘mortality tables’ used to assess probabilities of death or survival.  It also includes the 
financial mathematics of interest and risk associated with different investment vehicles – from 
simple deposits through to complex stock market derivatives.  

Actuaries provide commercial, financial and prudential advice on the management of a 
business’s assets and liabilities, especially where long term management and planning are 
critical to the success of any business venture.  A majority of actuaries work for insurance 
companies or pension funds – either as their direct employees or in firms which undertake 
work on a consultancy basis –  but they also advise individuals, and advise on social and 
public interest issues.  Members of the Profession have a statutory role in the supervision of 
pension funds and life insurance companies as well as a statutory role to provide actuarial 
opinions for managing agents at Lloyd’s.  

The Profession also has an obligation to serve the public interest and one method by which it 
seeks to do so is by making informed contributions to debates on matters of public interest. 
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5 October 2009 
 
Dear Sir David, 
 
A review of corporate governance in UK banks and other financial industry entities  
 
The Actuarial Profession welcomes the proposals that have been made by your review. We 
believe that the proposals regarding risk management will be beneficial for the financial services 
industry and indeed could potentially have wider application to other industry sectors. We are 
particularly supportive of the recommendation that all banks and other financial institutions 
(BOFIs) should appoint a Chief Risk Officer (CRO), although it will be important to ensure that the 
relationship with the Actuarial Function Holder (AFH) is properly considered for life assurance 
companies where the AFH already plays a key role in risk management. In general, we would 
expect an explicit requirement for the appointment of a CRO to apply at the highest level in the 
financial services group’s organisation rather than at each entity in a group. We believe that 
consideration should be given to further guidance and regulation in relation to the role and 
responsibilities of the CRO to ensure that consistent good practice is embedded across the 
financial services industry. We suggest two ways in which this might be achieved:  
 
1. The CRO role should be a Controlled Function under the FSA Approved Persons Regime  
 
By explicitly including the CRO role within the regulatory regime, it will be possible to define a 
range of minimum requirements and expectations. The requirements will give more formal 
authority to the CRO as well as impose certain individual accountabilities upon the role holder. 
Through appropriate regulation it should be possible to ensure that the CRO has appropriate 
access to the Board and to any information and resources that are required to exercise the role 
effectively. A key objective must be to bolster the independence of the role. It will be particularly 
important to ensure that the CRO provides an additional line of defence should other aspects of 
the firm’s governance arrangements fail to operate effectively. 
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We set out in our letter of 3 April (copy attached) the types of responsibilities that could be 
covered by the CRO and we could give more detail regarding our views on the remit to be given 
to the CRO if this would be helpful. 
 
Within life assurance companies, many aspects of the CRO role are already fulfilled by the AFH 
and the extent to which a separate CRO function will be required merits further consideration. 
 
2. Minimum requirements for the skills and competence of a CRO  
 
The CRO is such a critical governance role that we believe it would be beneficial to set certain 
minimum requirements for the skills and competence of the role holder. We would welcome the 
opportunity for further discussion regarding these requirements and the role of professions in 
supporting standards of good risk management.  
 
Another area of the report we would like to comment on is in relation to the proposal that a 
separate Board Risk Committee be established. The Actuarial Profession supports this 
requirement. Given the importance of risk matters to BOFIs, we believe that additional focus and 
attention to these matters will be beneficial. It will, however, be important to ensure that the 
establishment of the Risk Committee does not detract from the Board’s overarching responsibility 
for risk management and that the key risks facing the business are regularly communicated to the 
full Board.  In the insurance industry with the implementation of Solvency 2, we believe the 
introduction of such a committee will be particularly timely. 
 
Finally, we note the comments made regarding risk reporting, external advice to the Risk 
Committee and the role and focus of the Risk Committee. The Actuarial Profession would be keen 
to support and engage with you in further developing these themes and working towards the 
development of suggested good practice. 
 
 
Yours sincerely, 
 
 
 
Caroline Instance 
Chief Executive 
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