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Background 
Under the current Standards of Practice, if the actuary’s best estimate assumption for 
insurance mortality includes a secular trend toward lower mortality rates whose effect is 
to reduce the policy liabilities, then the actuary must offset that reduction with an 
increase in the margin for adverse deviations. Research completed for the Canadian 
Institute of Actuaries and the Society of Actuaries by the Institute for Quantitative 
Finance and Insurance (http://www.soa.org/files/pdf/cia-mortality-rpt.pdf) indicates that 
this likely produces an excessive provision with respect to the insurance mortality 
assumption. 

An educational note is under development by the Committee on Life Insurance Financial 
Reporting that will provide background to an updated promulgation for insurance and 
annuity mortality secular trends by the Actuarial Standards Board.  The educational note 
is expected to recommend the use of a margin for adverse deviations for insurance 
mortality improvement that does not necessarily off-set the reduction in reserves related 
to the mortality improvement assumption. 

The educational note is also expected to recommend to the Actuarial Standards Board a 
minimum valuation basis with respect to the mortality improvement assumption for both 
insurance and annuity business. 

http://www.soa.org/files/pdf/cia-mortality-rpt.pdf


 

Issues and desired outcomes 
The Standards of Practice need to be revised to reference ongoing promulgations for 
insurance mortality secular trends that will allow for some reduction to the policy liability 
relating to the mortality improvement assumption after the application of an appropriate 
margin. 

The change would be consistent with the Mortality Improvement Educational Note that is 
currently being developed by a sub-committee of the Committee on Life Insurance 
Financial Reporting (CLIFR), and due to be released in 2008. 

Proposed changes 
Current Standards of Practice paragraph 2350.06 (regarding insurance mortality secular 
trends): 

If the actuary’s best estimate assumption includes a secular trend toward lower mortality 
rates whose effect is to reduce the policy liabilities, then it is prescribed that the actuary 
negate that trend by an offsetting increase or decrease in what the actuary would 
otherwise select as a margin for adverse deviations. 

Proposed Standards of Practice paragraph 2350.06: 

If the actuary’s assumption includes a secular trend toward lower mortality rates whose 
effect is to reduce the policy liabilities, then it is prescribed that this resulting reduction 
be no greater than that which would be developed using the prescribed lower mortality 
improvement scale (which is inclusive of an appropriate margin) as promulgated from 
time to time. If, at an appropriate level of aggregation, the actuary’s assumption includes 
a secular trend toward lower mortality rates whose effect is to increase the policy 
liabilities, then the resulting increase would be at least as great as that which would be 
developed using the prescribed higher mortality improvement scale (which is inclusive of 
an appropriate margin) as promulgated from time to time. 

Current Standards of Practice paragraph 2350.11 (regarding annuity mortality secular 
trends): 

It is prescribed that the actuary’s best estimate includes a secular trend toward lower 
mortality rates as promulgated from time to time. 

Proposed Standards of Practice paragraph 2350.11: 

It is prescribed that the actuary’s assumption includes a secular trend toward lower 
mortality rates whose effect is to increase the policy liabilities, such that the resulting 
increase is at least as great as that which would be developed using the prescribed higher 
mortality improvement scale (which is inclusive of an appropriate margin) as 
promulgated from time to time. 

There may also be changes to paragraphs 2350.07 and 2350.12 of the Standards of 
Practice, which paragraphs outline the low and high margins for adverse deviations for 
insurance mortality and annuity mortality, respectively. 



 

Process and Timetable 
The proposed changes pertain to the Practice-Specific Standards for Insurers, Subsection 
2350 Life and Health Insurance, and input has been obtained from the Committee on Life 
Insurance Financial Reporting. 

CLIFR will provide an exposure draft of the changes to the Standards of Practice to the 
Actuarial Standards Board by October 31, 2008, with the intent that the effective date of 
the final standard will be as of year-end 2009.  The ASB approved the distribution of this 
notice of intent on June 13, 2008. 

At this juncture, the ASB intends to solicit feedback solely through the publication of this 
Notice of Intent. In addition, CLIFR highlighted this Notice of Intent at the June 2008 
CIA meeting in Quebec City. 

Your Feedback 
Comments on this Notice of Intent are invited to be submitted by August 31, 2008. 
Please send your comments, preferably in an electronic form, to Ty Faulds at 
Ty.Faulds@londonlife.com. 

 

GIG, TGF 
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