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Background 
The regulatory capital requirements have evolved over the last years such that more interpretation 
or technical calculations are needed. Accordingly, the regulators in Canada are looking for 
increased certification of the risk-based capital filing, and in recognition of the professional 
qualifications of actuaries and the existing statutory role of the Appointed Actuary, has asked the 
CIA to look at a formal certification as part of the Appointed Actuary role.  

Issues and desired outcomes 
The Committee on Risk Management and Capital Requirements has developed a Risk-Based 
Capital Certification Model built around four components: 

1) An enhanced Opinion to accompany the annual Appointed Actuary certification. Note that in 
providing the above opinion, the Appointed Actuary is not opining on whether the underlying 
capital factors or specified methods to be followed are appropriate.  

2) A supporting capital requirement Memorandum that the Appointed Actuary will be required 
to provide in support of the Opinion that describes areas where the Appointed Actuary has 
applied material judgment or performed technical calculations in support of the calculation. 

3) Development of a section of the Standards of Practice (SOP) needed to cover the actuary’s 
opinion, including the various steps the actuary should follow in providing this certification. 

4) An educational note to provide guidance on appropriate practice for the review that should be 
undertaken in providing their opinion, and in documenting the work in the memorandum. 

Proposed principles 
Because of the increased complexity underlying the capital requirements, it is proposed that a 
new section be added to the Practice-Specific Standards of Practice for Insurers, consistent with 

 



 

the model described above, and that the proposed wording for the annual Opinion for the 
Appointed Actuary be as follows: 

“I have reviewed the calculation of the capital requirement ratio of XYZ Inc. as at December 
31, XXXX, including the determination of the required and available capital. These 
calculations were carried out in accordance with the regulator Guidelines. In my opinion, 
components of the required and available capital have been determined appropriately, and 
those requiring judgment are appropriately interpreted relative to the circumstances of the 
company.” 

Process and timetable 
The proposed changes pertain to the Practice-Specific Standards of Practice for Insurers and input 
from the Committee on the Appointed/Valuation Actuary and the Committee on Risk 
Management and Capital Requirements has been obtained. 

An effective date of December 1, 2005 is proposed. To achieve this effective date, the Practice 
Standards Council intends to publish an exposure draft of the required changes in standards 
during the late summer of 2005, and to finalize the changes before December 1, 2005. Assuming 
the support of actuaries and other stakeholders, this process and timetable are thought reasonable 
since the required changes are not expected to be controversial, extensive or difficult to 
implement. 

Our feedback 
Comments on the proposed principles are invited by August 31, 2005. Please send your 
comments, preferably in an electronic format, to Simon Curtis at Simon_Curtis@manulife.com or 
Denis Ricard at denis.ricard@inalco.com or at their Yearbook addresses. 
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