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Background 
In recent years there has been considerable public debate about the financial health of 
defined benefit pension plans in Canada. Various stakeholders have expressed concerns 
about whether the current Standards adequately address the funding challenges facing 
pension plans.  In addition, there is a greater emphasis on solvency or hypothetical wind-
up valuations than existed when the current Standards were developed. For this reason, 
the Actuarial Standards Board (ASB) believes that the Practice-Specific Standards for 
Pension Plans should be updated. 

The CIA’s Committee on Pension Plan Financial Reporting (PPFRC) built upon the work 
done by earlier Task Forces to develop the “Statement of Principles on Revised Standards 
of Practice for Reporting on Pension Plan Funding” that was issued in March 2005.  This 
Statement of Principles outlined changes that the PPFRC believed should be made to the 
Standards to address concerns raised both within the profession and by external 
stakeholders. 

The PPFRC received significant feedback on the Statement of Principles and 
subsequently published “Working Document: Proposed Changes to the Practice-Specific 
Standards for Pension Plans” (the “Working Document”) in March 2007. 

This Notice of Intent is the next step in the process of revising these Standards. 



Key Proposed Changes 
Historically, the role of actuarial Standards of Practice has been inter-related with statutory 
requirements for the funding of pension plans. 

Over the last 25 years, legislative requirements have changed substantially, particularly with 
regard to solvency funding requirements.  Further, there are now significant differences between 
solvency funding requirements in different Canadian jurisdictions, and several jurisdictions are 
currently reviewing their regulatory minimum funding requirements. 

The ASB believes and recognizes that it is and should continue to be the responsibility of 
legislators to establish minimum (and maximum) funding requirements.  The role of the 
Standards should be to: 

1. Enable the appropriate determination of minimum and maximum funding requirements in 
accordance with legal requirements;  

2. Enable the appropriate determination of funding requirements in excess of the minimum 
legal requirements and the provision of advice regarding the potential implications of 
alternative funding levels where required by the terms of an engagement; and  

3. Require the provision of appropriate disclosure as to the funded status of a plan and 
related risks based on the current funded status and scheduled future contributions 
(whether at the legal minimum level or greater). 

The key proposed changes to the Pension Specific Standards are as follows: 

• Enhanced Disclosures Regarding the Security of Participant Benefits 
In most cases, the main purpose of funding pension plans is to provide security for 
participant benefits.  The revised Standards would provide for enhanced disclosures in 
external user reports regarding the security of participant benefits.  In addition to the 
current required disclosure of funded status on a hypothetical wind-up basis at the 
calculation date, the following would generally be required: 

1. A simplified gain/loss analysis, reconciling the hypothetical wind-up funded status 
between the current and prior calculation dates.  This analysis will assist users in 
understanding the factors driving the wind-up funded status of a plan; 

2. The incremental service cost on a hypothetical wind-up basis for the period to the 
next valuation date.  This additional information will permit stakeholders to assess 
whether funding requirements, regardless of how they are determined, will be 
sufficient to maintain the wind-up funded status of the plan up to the next 
calculation date (all other factors being equal); and 

3. A risk analysis, illustrating the potential effect of adverse experience on the wind-
up funded status of a plan.  This analysis will provide stakeholders with important 
information regarding risks, particularly investment returns and interest rate 
changes, which could materially affect the wind-up funded status of the plan and, 
as a result, could affect the security of benefits. 

• Going Concern Valuations 
Prior to the advent of legislative solvency funding requirements, funding requirements 
were generally based exclusively on going concern valuations.  The current Standards 



 

regarding preparation of going concern valuations permit a very wide range of practice in 
terms of the selection of assumptions and methods.  Given the increased focus on security 
considerations and solvency funding requirements described above, it is appropriate to 
reconsider the Standards for going concern valuations.  The following is proposed: 

1. Going concern valuations would be prepared only if required by the terms of an 
engagement or if required by law.  Current Standards require going concern 
valuations.  Also, currently, going concern valuations are generally required by 
law for registered plans.  However, actuarial practice should accommodate the 
possibility that future changes to the law may move further in the direction of 
establishing minimum funding requirements based on wind-up/solvency valuation 
considerations; 

2. As at present, assumptions could be no more aggressive than best estimates; 
3. It would continue to be acceptable to reflect expected future investment returns on 

plan assets in establishing the discount rate for a going concern valuation.  
However, it is contemplated that CIA guidance would be provided on  appropriate 
maximum discount rates; 

4. The inclusion/exclusion of Provisions for Adverse Deviations in the assumptions 
for a going concern valuation would be based on the overall context of an external 
user report on funding (such as the reports regularly prepared for filing with 
regulatory authorities for registered plans). For example, if benefit security 
concerns are directly addressed by reporting on a hypothetical wind-up basis, 
provisions for adverse deviations would not be needed in the going concern 
valuation; and 

5. The use of smoothed asset values would continue to be permitted, but the 
disclosure of a plan’s funded status based on the market value of assets would also 
be required.  This is consistent with the view that the purpose of using a smoothed 
asset value is to moderate contribution volatility, not to offer a more appropriate 
value of plan assets. 

Draft Standards 
The PPFRC has prepared a draft revision to the Practice-Specific Standards for Pension Plans 
(other than the Pension Commuted Values section) which is appended to this Notice of Intent 
(see Appendix A) (the “Draft”).  The Draft is based on the Key Proposed Changes described 
above.  However, numerous other more detailed changes have been incorporated, based on a 
comprehensive review by the PPFRC and considering submissions and queries that have been 
addressed to the PPFRC in recent years. 

The integration of hypothetical wind-up, solvency valuation, and going concern considerations 
relative to advice and reporting on funding has required a substantial reorganization of the 
document.  Given the substantial changes incorporated, it is not practical to provide a comparison 
of the Draft to the current Standards.  However, a spread sheet is appended (see Appendix B) 
comparing the sections of the Draft to the current Standards and identifying where changes have 
been made. 



 

Educational Guidance 
The PPFRC contemplates that guidance in the form of Educational Notes will be needed in 
conjunction with a revised Standard covering at least the following topics: 

1. The calculation of service cost and the requirement for gain/loss analysis on a 
hypothetical wind-up basis; 

2. Methodologies for the preparation of a risk analysis relative to the wind-up funded status 
of a plan; and 

3. Limitations on discount rates to be used for going concern valuations. 

Action Plan 
The Actuarial Standards Board is soliciting feedback on this Notice of Intent and the Draft, from 
members of the CIA and from other pension stakeholders.  At this stage, feedback is particularly 
welcomed on the following topics: 

1. The Key Proposed Changes described above; 
2. Exceptions which may be required to the contemplated changes and reasons for such 

exceptions; 
3. Whether the Standards should require a rationale for the actuarial cost method and/or the 

asset valuation method (if other than market) in the reporting for a going concern 
valuation for funding purposes. Alternatively, should a rationale be required for any 
change in the actuarial cost method and / or asset valuation since the previous valuation of 
a plan,  

4. The scope of educational guidance which may be required; and 

5. Whether any other revisions or additions to the Practice-Specific Standards for Pension 
Plans should be made. 

The Actuarial Standards Board intends to publish a formal Exposure Draft in March 2009 after 
considering the comments received.  During the period following publication of the Exposure 
Draft there will be ample opportunity for further comments. 

The PPFRC intends to proceed with development of educational guidance, as described above, 
with the objective of providing outlines for each anticipated guidance subject no later than the 
date of publication of the formal Exposure Draft. 

It is the responsibility of the Actuarial Standards Board to make final decisions regarding the new 
Standards.  It expects to make final decisions regarding the new Standards in 2009 and will set a 
date for the implementation of the new Standard at that time. 

The ASB has created a Pension Funding Standards Working Group which will be the designated 
group responsible for the development of this Standard. This working group, chaired by Michael 
Banks, consists mainly of members of the ASB and PPFRC. Chris Fievoli, the CIA’s Resident 
Actuary, will be a member of the working group and he will assist the group by summarizing 
comments for review. 



 

Parties wishing to comment on this Notice of Intent should direct those comments to Chris 
Fievoli at chris.fievoli@actuaries.ca by November 14, 2008. No specific forums for submitting 
comments, other than through submitting written comments, are planned regarding this Notice of 
Intent. 

 

CCM, MB 
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 The following definition would be added to the general standards: 

.01 Funded status is the difference between the value of assets and the actuarial present value of 
projected benefits allocated to periods up to the calculation date by the actuarial cost method, 
based on a going concern valuation of a pension plan. 
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3100   SCOPE 

.01 The standards in part 3000 apply as follows: 

Section 3200 applies to advice that an actuary provides on the financial condition, 
financial position, funded status or funding of a pension plan, except where such 
advice is with respect to 

the wind-up, in full or in part, of a pension plan registered under the 
Income Tax Act (Canada), or 

the accounting for a pension plan’s costs and obligations in the employer’s 
or the pension plan’s financial statements. 

Section 3300 applies to advice that an actuary provides on the financial condition, 
financial position or funding with respect to the wind-up, in full or in part, of a 
pension plan registered under the Income Tax Act (Canada). 

Section 3400 applies to advice that an actuary provides with respect to accounting 
for a pension plan’s costs and obligations in the employer’s or the pension plan’s 
financial statements. 

Section 3500 applies to advice that an actuary provides regarding the computation 
of commuted values in the circumstances described in subsection 3510. 

.02 The standards in sections 3200 through 3400 apply to advice with respect to a pension plan, 
including any arrangement that provides retirement income to its members, whether funded or 
not, whether registered or not, and whether in the private or public sector, except for 

a pension plan for which the funded status is always nil by reason of the nature of 
the pension plan; i.e., a pure defined contribution pension plan (noting that the 
standards do apply, however, to any pension plan that is a hybrid of a defined 
contribution pension plan and a defined benefit pension plan), 

a pension plan whose benefits are guaranteed by a life insurer, and 

social security programs like the Canada Pension Plan, Québec Pension Plan, and 
the pension provided by the federal Old Age Security Act. 
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3200   ADVICE ON THE FINANCIAL CONDITION, FINANCIAL POSITION, FUNDED 
STATUS OR FUNDING OF A PENSION PLAN 

.01 Section 3200 applies to advice that an actuary provides regarding the financial condition, 
financial position, funded status or funding of a pension plan, except where such advice is with 
respect to 

the wind-up, in full or in part, of a pension plan registered under the Income Tax 
Act (Canada), or 

the accounting for a pension plan’s costs and obligations in the employer’s or the 
pension plan’s financial statements. 

3210 GENERAL 

.01 The actuary’s advice on the financial condition, financial position, funded status or funding of a 
pension plan should take account of the circumstances of the work. 3210.06 

.02 The actuary should select an actuarial cost method that is consistent with the circumstances of 
the work. 

3210.10 

3210.12 .03 The actuary should select an asset valuation method that is consistent with the circumstances of 
the work. 

.04 The actuary’s advice on the financial condition, financial position, funded status or funding of a 
pension plan should take account of the pension plan’s benefits at the calculation date, except 
that the actuary’s advice 

may anticipate a pending amendment to the pension plan that increases the value 
of its benefits, and 

may disregard a pending amendment to the pension plan when dealing with 
funding between the calculation date and the effective date of the pending 
amendment. 

3210.14 

.05 The actuary’s advice on the financial condition, financial position, funded status or funding of a 
pension plan should take account of expenses if they are expected to be paid from the pension 
plan’s assets. 
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Circumstances of the work 

.06 The circumstances of the work would include 

whether the actuary’s advice relates to the financial condition, the financial 
position, the funded status or the funding of the pension plan, or a combination 
thereof, 

the terms of the appropriate engagement under which the work is being 
performed, 

the application of the law to the work, and 

the objectives of funding, if the work provides advice on funding. 

.07 The terms of an appropriate engagement may include a formal or informal funding policy. 

.08 When the valuation provides advice on the funding of a pension plan, the primary objective in 
accordance with accepted actuarial practice would be the systematic accumulation, over time, of 
dedicated assets that secure the pension plan’s benefits.  Other possible objectives, such as the 
orderly and rational allocation of contributions among time periods or inter-generational equity, 
may be specified by the terms of an appropriate engagement. 

.09 Depending on the objectives of funding and the terms of an appropriate engagement, the 
actuary’s advice on funding may allow a range of contributions. 

Actuarial cost methods 

.10 Actuarial cost methods include: 

Cost allocation methods, which allocate the actuarial present value of projected 
benefits among time periods.  They include attained age actuarial cost methods, 
entry age actuarial cost methods, aggregate actuarial cost methods, and individual 
level premium actuarial cost methods. 

Benefit allocation methods, which allocate a portion of the actuarial present value 
of projected benefits to a time period as a function of the change in accrued or 
projected benefits during the period.  They include the accrued benefit actuarial 
cost method, the unit credit actuarial cost method and the projected unit credit 
actuarial cost method. 

There are also forecast actuarial cost methods, which allocate a portion of the 
actuarial present value of projected benefits to the forecast period based on 

the actuarial present value of projected benefits at the end of the period 
including, if appropriate, benefits for those who are expected to become 
members between the calculation date and the end of the period, minus 
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the corresponding actuarial present value of projected benefits at the 
calculation date, brought forward with interest to the end of the period, 
plus 

the benefits expected to be paid during the period, brought forward with 
interest to the end of the period. 

.11 When using a forecast actuarial cost method, the beginning and ending actuarial present value of 
projected benefits may be calculated from the perspective of either a hypothetical wind-up 
valuation or a going concern valuation. 

Asset valuation methods 

.12 Assuming that an efficient market exists, the current market value is the best measure of an 
asset’s value.  The notion that an alternate asset value may provide a more rational measurement 
of the true asset value would not normally be considered appropriate.  Therefore, the objective of 
an asset valuation method that produces an asset value other than market value is generally not to 
moderate volatility in the financial condition, the financial position or the funded status of a 
pension plan.  Rather, it is usually a means to implement another objective, such as to moderate 
the volatility of contribution rates. 

.13 The value of assets may be, subject to specific requirements for different types of valuation, any 
of 

their market value, 

their market value adjusted to moderate volatility, 

the present value of their cash flows after the calculation date, and 

their value assuming a constant rate of return to maturity in the case of illiquid 
assets with fixed redemption values. 

Deferred recognition of pending amendment 

.14 If, at the calculation date, an amendment to the pension plan is definitive or virtually definitive 
and if the effective date of the amendment is 

during the period for which the report gives advice on funding, in which case the 
advice on funding up to the effective date may disregard the amendment, but the 
advice on funding after the effective date would take the amendment into account, 
or 

after the period for which the report gives advice on funding, in which case that 
advice on funding may disregard the amendment. 
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.15 The effective date of the amendment is the date at which the amended benefits take effect, as 
opposed to the date at which the amendment becomes either definitive or virtually definitive. 

.16 If a decision to wind up a pension plan effective after the calculation date becomes definitive or 
virtually definitive before the report date, then the actuary would decide between anticipating 
and not anticipating the wind-up in accordance with the recommendation for subsequent events. 

3220 TYPES OF VALUATIONS 

.01 When giving advice on the financial condition, financial position, funded status or funding of a 
pension plan, the actuary should select one or more types of valuations that are consistent with 
the circumstances of the work. 

Common types of valuations 

3210.06 

.02 There are three types of valuations that actuaries commonly undertake when giving advice, 

a going concern valuation, 

a hypothetical wind-up valuation, and 

a solvency valuation. 

3221 

3222 

3223 

3221 GOING CONCERN VALUATION 

.01 For a going concern valuation 

the actuary should assume that the plan continues as a going concern, 

the actuary should select assumptions that are consistent with the circumstances 
of the work, and 

the actuary should consider all benefits, including contingent benefits, payable 
under the pension plan and should include provision for all such benefits expected 
to be paid while the plan is ongoing unless 

the law requires the valuation to exclude such benefits, or 

the law permits the exclusion and the terms of an appropriate engagement 
specifically call for the actuary to exclude such benefits. 

Assumptions 

1730 
3210.06 
3221.02 

3221.06 

.02 In selecting the assumptions, the actuary would take into consideration the objectives of the 
valuation.  The primary objective of a going concern valuation is generally to develop a 
long-term strategy for the funding of the pension plan.  Other objectives may be the systematic 
accumulation over time of dedicated assets which secure the pension plan’s benefits, the orderly 
and rational allocation of contributions among time periods or inter-generational equity. 
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.03 In selecting the actuarial assumptions, the actuary would consider whether including provision 
for adverse deviations in the assumptions would promote expectations for financial security.  For 
example, if the actuary is undertaking a hypothetical wind-up valuation in conjunction with the 
going concern valuation, then the actuary may conclude that including provision for adverse 
deviations in the assumptions for the going concern valuation would not materially promote 
expectations for financial security.  The same may be true in undertaking a going concern 
valuation of a public sector pension plan. 

1740 

.04 In determining the best estimate assumption for the discount rate, the actuary would take into 
account the assets of the pension plan at the calculation date, if any, and the expected investment 
policy after that date. 

{EDUCATIONAL NOTE TO BE DEVELOPED 
EN will address the determination of best estimate assumptions, specifically, the discount rate.  
Refer to E(j) of the Working Document, March 2007 for further details.} 

.05 If the plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada) 
and the purpose of the going concern valuation is to determine the funding permitted by law, 
then the actuary may use assumptions stipulated by law. 

Contingent benefits 

.06 An example of a contingent benefit is a provision granting the employer the right to waive early 
retirement reductions to members retiring from active employment.  In making provision for this 
contingent benefit, the actuary would consider past experience and current circumstances relating 
to the employer’s waiver of such early retirement reductions unless 

the law permits the going concern valuation to assume that the employer would 
not waive the early retirement reductions, and 

the terms of an appropriate engagement specify that the actuary is to assume that 
the employer would not waive the early retirement benefits reductions. 

Benefits stipulated by law 

.07 If the plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada) 
and the purpose of the going concern valuation is to determine the funding permitted by law, 
then the actuary would reflect the benefits stipulated by law. 

3222 HYPOTHETICAL WIND-UP VALUATION 

.01 The standards for a full wind-up valuation in section 3300 apply to a hypothetical wind-up 
valuation except 

as superseded by the following recommendations, 

the external user report requirements therein are superseded by the requirements 
of subsection 3240, and 

detailed individual membership data need not be reported. 
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.02 For a hypothetical wind-up valuation, the actuary should determine benefit entitlements on the 
premise that the pension plan has neither a surplus nor a deficit. 

.03 In determining the benefit entitlements, the actuary should postulate a scenario upon which the 
hypothetical wind-up valuation is based, taking account of the circumstances of the work. 

3222.12 

.04 The actuary should take account of contingent wind-up benefits that would be payable under the 
postulated scenario for the hypothetical wind-up. 

3222.10 

.05 For a hypothetical wind-up valuation, the actuary should assume that the wind-up date, the 
calculation date and the settlement date are coincident. 3330.05 

.06 For a hypothetical wind-up valuation, the value of assets should be the market value of assets. 

.07 For a hypothetical wind-up valuation, the actuary should determine an explicit assumption for 
expenses expected to be payable from the pension plan’s assets to wind up the pension plan, 
including any assumptions with respect to the solvency of the employer in deriving the expense 
assumption. 

Membership data 

.08 The precision of the membership data is less critical for a hypothetical wind-up valuation than 
for an actual wind-up valuation. 

.09 Since an actual wind-up is not occurring, pertinent membership data may not be available.  The 
actuary would make appropriate assumptions regarding such missing membership data.  For 
example, it may be appropriate to project current earnings based on aggregate historical pay 
increases in order to estimate final average earnings. 

Types of contingent wind-up benefits 

.10 There are two types of contingent wind-up benefits, 

those that are contingent upon the reason for the wind-up, and 

those that may or may not be payable under wind-up. 

.11 An example of a contingent wind-up benefit that depends upon the reason for the wind-up is a 
plant closure benefit.  An example of a contingent benefit that may or may not be payable under 
wind-up is a provision granting the employer the right to waive early retirement reductions. 

Postulation of scenarios 

.12 There are often numerous scenarios that may result in the wind-up of a pension plan.  The 
actuary may postulate any reasonable, internally consistent scenario for the hypothetical 
wind-up.  For the postulated scenario, the actuary would describe the treatment of any contingent 
wind-up benefits, including 

those that are contingent upon the reason for the wind-up, and 
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those that may or may not be payable under wind-up. 

Subsequent events 

.13 The actuary may reflect subsequent events in the valuation provided that doing so either 
increases the actuarial present value of the projected benefits or reduces the pension plan’s 
assets. 

Wind-up expenses 

.14 Since the actuary would assume that the pension plan has neither a surplus nor a deficit, wind-up 
expenses related to the resolution of surplus or deficit issues need not be considered. 

3223 SOLVENCY VALUATION 

.01 A solvency valuation typically is a form of a hypothetical wind-up valuation required by law and 
the actuary should apply to a solvency valuation the standards for a hypothetical wind-up 
valuation unless 

otherwise required by law, or 

otherwise permitted by law and called for by the terms of an appropriate 
engagement. 

.02 In some jurisdictions, the actuary may, by law, in preparing a solvency valuation, 

use a value of assets other than market value, 

use one or more assumptions that are not best estimate assumptions, or 

exclude certain benefits from the valuation. 

3230 FUNDING 

.01 If the actuary is providing advice on funding 

the actuary should determine the next calculation date, 

the actuary’s advice on funding should cover at least the period between the 
calculation date and the next calculation date, and 

the actuary’s advice on funding should be determined in accordance with the 
circumstances of the work and in accordance with the law. 
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Next calculation date 

.02 The next calculation date is the latest date for which the actuary considers the advice on funding 
to be applicable.  The actuary would take into consideration the law and the terms of an 
appropriate engagement in determining the next calculation date. 

3240 REPORTING: EXTERNAL USER REPORT 

.01 An external user report should 

include the calculation date, the report date, and the next calculation date, 

describe the source and verification of membership data, plan provisions, and the 
pension plan’s assets, and the date at which they were compiled, 

describe the membership data, 

describe the assets, including their market value and a summary of the assets by 
major category, 

describe the pension plan’s provisions, including the identification of any pending 
amendment, 

disclose subsequent events, whether or not the events are taken into account in the 
work, and, if there are no subsequent events, include a statement to that effect, 

state each valuation undertaken under the terms of the appropriate engagement. 

.02 For each going concern valuation undertaken by the actuary, the external user report should 

describe the actuarial cost method, 

describe the method used to value the pension plan’s assets, 

describe the assumptions used to determine the actuarial present value of 
projected benefits, including the extent of any margin for adverse deviations 
included with respect to each such assumption, and provide the rationale for each 
assumption that is material to the actuary’s advice, 

include the funded status at the calculation date and the service cost between the 
calculation date and the next calculation date, 

if the assets are valued at other than market value, also include the funded status 
at the calculation date using the market value of assets as the value of the assets, 

disclose any pending but definitive or virtually definitive amendment, and whether 
or not such amendment has been included in determining the funded status and 
the service cost, 
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describe any contingent benefits provided under the pension plan and the extent 
to which such contingent benefits are included or excluded in determining the 
funded status and the service cost, 

describe any benefits that are not contingent benefits and that have been excluded 
in determining the funded status and the service cost, 

if there is no provision for adverse deviations, include a statement to that effect 
and the rationale for including no provision for adverse deviations, and 

describe and quantify the gains and losses between the prior calculation date and 
the calculation date. 

.03 Unless the pension plan does not define the benefits payable upon wind-up, an external user 
report that includes one or more hypothetical wind-up valuation or solvency valuation should 

describe any contingent wind-up benefits provided  under the pension plan, and 

describe the scenario that would maximize the wind-up liabilities. 

.04 For each hypothetical wind-up valuation and solvency valuation undertaken by the actuary, the 
external user report should 

describe the actuarial cost method, 

describe the assumptions used to determine the liabilities and provide the 
rationale for each assumption that is material to the actuary’s advice, 

include the financial position at the calculation date, 

include a description of the postulated scenario, and 

include a description of the extent to which contingent wind-up benefits provided 
under the pension plan are included or excluded in determining the financial 
position. 

.05 If an external user report includes one or more hypothetical wind-up valuations or solvency 
valuations, then for any such hypothetical wind-up valuation or solvency valuation, the external 
user report should 

include the service cost between the calculation date and the next calculation 
date, 

{EDUCATIONAL NOTE TO BE DEVELOPED 
EN will address the methods and assumptions that may be used, and other 
considerations, in the determination of service cost under a hypothetical wind-up 
valuation.} 
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include a description of, and the results of, an analysis to illustrate the effect of 
adverse deviations on the financial position of the pension plan at the calculation 
date or at the next calculation date, and 

{EDUCATIONAL NOTE TO BE DEVELOPED 
EN will address details regarding what analysis would be considered to be satisfactory to 
comply with the above paragraph.  Reference will be made to the Research Paper 
Determination of Appropriate Provisions for Adverse Deviations in Hypothetical Wind-
up and Solvency Valuations, November 2007.} 

describe and quantify the main sources of gains and losses between the prior 
calculation date and the calculation date. 

3240.18 

.06 An external user report that provides advice on funding should 

describe the determination of contributions between the calculation date and the 
next calculation date, 

if the pension plan is a registered pension plan and contributions are fixed, then 
either 

report that the contributions are adequate to fund the pension plan in 
accordance with the law, or 

report that the contributions are not adequate to fund the pension plan in 
accordance with the law, and 

describe the contributions required to fund the pension plan 
adequately in accordance with the law or, 

describe one or more possible ways in which benefits may be 
reduced such that the contributions would be adequate to fund the 
pension plan in accordance with the law, or 

describe a combination of increases in contributions and 
reductions in benefits that would result in the funding being 
adequate to conform to the law. 

.07 An external user report should provide the following four statements of opinion, all in the same 
section of the report and in the following order: 

1.  a statement regarding membership data, which should usually be, “In my 
opinion, the membership data on which the valuation is based are sufficient 
and reliable for the purpose of the valuation.”, 
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2.  a statement as to assumptions, which should usually be, “In my opinion, the 
assumptions are, in aggregate1, appropriate for the purpose(s) of ....”, 

3.  a statement as to methods, which should usually be, “In my opinion, the 
methods employed in the valuation are appropriate for the purpose(s) of ....”, 
and 

4.  a statement as to conformation, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial 
practice.” 

.08 An external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. 

Types of valuations 

.09 The external user report may provide information with respect to many different valuations, but 
would, as a minimum, 

if the pension plan is a registered pension plan and is not a “designated plan”, as 
that term is defined in the Income Tax Regulations (Canada), include information 
with respect to 

a going concern valuation, if required by law, 

a hypothetical wind-up valuation under the scenario that maximizes the 
wind-up liabilities, unless the pension plan does not define the benefits 
payable upon wind-up, and 

any other hypothetical wind-up or solvency valuation required by law. 

if the pension plan is a “designated plan” as that term is defined in the Income 
Tax Regulations (Canada), include information with respect to 

any going concern valuation required by law, 

a hypothetical wind-up valuation under the scenario that maximizes the 
wind-up liabilities, unless the plan has as members only persons 
“connected” with the employer as that term is defined in the Income Tax 
Regulations (Canada), and 

any other hypothetical wind-up or solvency valuation required by law. 

if the pension plan is not a registered pension plan, include information with 
respect to the hypothetical wind-up valuation under the scenario that maximizes 

1 It is anticipated that if changes to Standards of Practice subsection 1720 to require the use of “Independently 
Reasonable” assumptions, as reflected in the June 2008 Exposure Draft, are adopted, this wording will be revised 
accordingly. 

   Page 3015



Draft September 2008 

the wind-up liabilities, unless the pension plan does not define the benefits 
payable upon wind-up. 

Membership data 

.10 The description of verification of membership data would include a description of the main tests 
of the membership data’s sufficiency and reliability and of any assumptions in respect of 
insufficient or unreliable membership data. 

Methods 

.11 For each valuation included in the external user report for which there was a prior valuation, the 
description of the actuarial cost method would include a description of any change to the 
actuarial cost method used in the prior valuation. 

.12 For each valuation included in the external user report for which there was a prior valuation, the 
description of the method to value the assets would include a description of any differences in 
the asset valuation method from the asset valuation method used in the prior valuation. 

Assumptions 

.13 For each valuation included in the external user report for which there was a prior valuation, the 
description of assumptions would include a description of each nominal change to the 
assumptions from the assumptions used in the prior valuation. 

Gain and loss for going concern valuations 

.14 The gain and loss for a going concern valuation would include the gain or loss due to changes in 
the actuarial cost method, the method for valuing the assets, the assumptions and the plan 
provisions.  However, if an amendment to the pension plan prompts the actuary to change the 
assumptions, the actuary may report the combined effect of the amendment and the resultant 
change in assumptions. 

Recognition of contingent wind-up benefits 

.15 In reporting the financial position of the pension plan under the scenario that maximizes the 
wind-up liabilities, the actuary may disregard 

scenarios that are extremely unlikely to occur, and 

contingent wind-up benefits that are extremely unlikely to be payable. 

.16 In determining whether a scenario is extremely unlikely to occur or whether a particular 
contingent wind-up benefit is extremely unlikely to be payable, the actuary would not consider 
the financial position of the pension plan.  For example, it would not be acceptable to assume 
that contingent wind-up benefits would be extremely unlikely to be payable because the pension 
plan cannot afford to pay such benefits. 

.17 An example of a scenario that is extremely unlikely to occur is the wind-up of a multi-employer 
pension plan where there are 100 unrelated participating employers and the wind-up is a result of 
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all participating employers becoming insolvent on the valuation date.  An example of a 
contingent wind-up benefit that is extremely unlikely to be payable is a provision that allows for 
the pension plan’s benefits to be improved, at the plan sponsor’s sole discretion, to the maximum 
benefits allowed under the Income Tax Regulations. 

Description and quantification of gains and losses for a hypothetical wind-up valuation 

.18 The actuary would not be expected to provide a detailed description of the gains and losses in the 
financial position of the pension plan under a hypothetical wind-up valuation since the previous 
calculation date.  Rather, the description would normally allocate the gains and losses between 

changes in the plan’s provisions, 

changes in the actuarial assumptions, 

gains or losses due to the investment returns on the pension plan’s assets, and 

gains and losses on other items. 

.19 In reporting the gains and losses on other items, the actuary may include further detail if the 
actuary is aware of any significant item within this category. 

.20 The description of the actuarial cost method would include a description of 

the effect of the selected actuarial cost method on the security of benefits and on 
the pattern of future contributions, and 

any anticipated or deferred funding, any taking account of imminent wind-up and, 
in the case of anticipated or deferred funding, a quantification of its effect on the 
pattern of future contributions. 

Statements of opinion 

.21 Where different statements of opinion apply in respect of different purposes of the valuation, the 
above requirements may be modified but would be followed to the extent practicable. 

.22 While a separate statement regarding assumptions would generally be included in respect of each 
purpose of the valuation, the statements regarding assumptions may be combined where the 
statements do not differ between some or all of the valuation’s purposes.  The report would 
clearly indicate which statement regarding assumptions applies to each of the valuation’s 
purposes. 

.23 While a separate statement regarding methods would generally be included in respect of each 
purpose of the valuation, the statements regarding methods may be combined where the 
statements do not differ between some or all of the valuation’s purposes.  The report would 
clearly indicate which statement regarding methods applies to each of the valuation’s purposes. 
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3300   FULL OR PARTIAL WIND-UP VALUATION 

.01 Section 3300 applies to advice that an actuary provides on the financial condition, financial 
position or funding with respect to the wind-up, in full or in part, of a pension plan registered 
under the Income Tax Act (Canada). 

3310 GENERAL 

.01 The actuary’s advice with respect to a pension plan that is being wound-up, in full or in part, 
should take account of the circumstances of the work. 

.02 The actuary should take account of subsequent events up to the cut-off date. 

.03 The pension plan’s assets should be valued at liquidation value. 

Scope 

.04 This section is not intended to prescribe the manner in which 

the pension plan’s assets would be allocated between jurisdictions in the case of 
wind-up of a pension plan covering members in several jurisdictions, 

final benefit entitlements would be determined, 

contributions to a pension benefits guarantee fund would be determined, 

funding obligations would be determined, or 

the pension plan’s assets would be allocated between the employer and the 
members or between members themselves. 

.05 Rather, those issues would be determined in accordance with law or the plan provisions, or an 
entity empowered thereunder to make that determination.  It may, however, be appropriate to use 
the results of the valuation to address one or more of those issues, or to disclose their resolution 
in the report. 

Partial wind-up 

.06 A partial wind-up occurs when a subset of the members terminates membership in circumstances 
that require wind-up with respect to those members.  Such wind-up does not apply to the 
continuing members, although it may be necessary for legal or other reasons to also value the 
benefits of the continuing members. 

.07 The laws regarding partial wind-ups vary by jurisdiction.  As a result, their application can cause 
a partial wind-up to range from an insignificant change in the pension plan to something similar 
to a full wind-up. 
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.08 The standards for a partial wind-up are the same as the standards for a full wind-up.  Their 
application may be easier, however, when the partial wind-up applies to relatively few members.  
For example, 

the standard of materiality for determination of benefit entitlements may be less 
rigorous for continuing members than for those to whom the partial wind-up 
applies, or 

the standard of materiality for reporting wind-up expenses may be less rigorous. 

3320 ASSUMPTIONS 

.01 The selected assumptions should 

be best estimate assumptions, 

be determined as at the cut-off date, and 

reflect the expected method of benefit settlement. 

3330.17 

3330.07 

.02 The actuary should select an explicit assumption regarding the expenses of wind-up and offset 
the resulting expense provision against the pension plan’s assets unless it is expected that 
expenses will not be paid from the pension plan’s assets. 

3330 REPORTING: EXTERNAL USER REPORT 

.01 If a previous external user report was prepared with respect to the wind-up, the actuary should 
include a summary of the material differences between the financial position in the previous 
external user report and the financial position in the current report. 

.02 An external user report should 

include the wind-up date, the calculation date, the cut-off date, and the report 
date, 

describe the events precipitating the wind-up that affect the terms of the wind-up, 
the benefit entitlements, or the valuation results, 

describe the source and verification of membership data, plan provisions, and the 
pension plan’s assets, and the date at which they were compiled, 

describe the membership data, including any assumptions made about missing 
membership data, 

subject to any applicable privacy legislation, 

include the detailed individual membership data, or 
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include an offer to provide detailed individual membership data on 
request to the employer, the plan administrator, or the regulator, 

describe the assets, including their liquidation value and a summary of the assets 
by major category, 

describe the pension plan’s provisions, including an identification of 

any benefits that have been insured, 

any amendments made since any previous external user report with 
respect to the wind-up of the plan which affect benefit entitlements, and 

any subsequent events or post-wind-up contingencies which affect benefit 
entitlements, 

describe the actuarial cost method, 

describe the assumptions used to determine the liabilities and provide the 
rationale for each assumption that is material to the actuary’s advice, 

report the explicit assumption regarding the expenses of wind-up or justify the 
expectation that expenses will not be paid from the pension plan’s assets, 

report the financial position at the calculation date, 

state that the financial position at settlement may differ from that contained in the 
report unless the report includes the financial position at the time of final 
settlement, 

state whether an updated report will be required in future, 

if the actuary relies upon written direction concerning unclear or contentious 
issues, 

describe each such issue, 

describe the direction relied upon or, where appropriate, a summary 
thereof, and 

identify the person providing such written direction and the basis of 
authority of such person, 

describe the determination and amount of any claims to a pension benefit 
guarantee fund, 

describe the amount of any claims to a trustee in bankruptcy, 

describe any post-wind-up contingencies which may affect the distribution of the 
pension plan’s assets, 
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describe whether a recalculation of the value of benefit entitlements is required at 
settlement, 

where a member has a choice that the member has not yet made between 
receiving a commuted value and insuring the member’s benefits, describe the 
assumptions made regarding such choice, 

if applicable, describe the method to allocate the pension plan’s assets among 
classes of members and the method to distribute surplus, if applicable, and the 
justification of those methods, 

describe the actuary’s role in calculating commuted values, the standards for 
their calculation, and an opinion on whether their calculation is in accordance 
with accepted actuarial practice, and 

describe the sensitivity of the valuation results to the pension plan’s investment 
policy and to market conditions between the report date and the settlement date. 

.03 An external user report should provide the following four statements of opinion, all in the same 
section of the report and in the following order, 

1.  a statement regarding membership data, which should usually be, “In my 
opinion, the membership data on which the valuation is based are sufficient 
and reliable for the purpose of the valuation.”, 

2.  a statement regarding assumptions, which should usually be, “In my opinion, 
the assumptions are, in aggregate2, appropriate for the purpose(s) of ....”, 

3.  a statement regarding methods, which should usually be, “In my opinion, the 
methods employed in the valuation are appropriate for the purpose(s) of ....”, 
and 

4.  a statement regarding conformation, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial 
practice.” 

.04 The external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. 

Dates 

.05 The wind-up date is the date of termination of the pension plan as determined by law, the plan 
provisions, the regulator, or the plan administrator. 

2 It is anticipated that if changes to Standards of Practice subsection 1720 to require the use of “Independently 
Reasonable” assumptions, as reflected in the June 2008 Exposure Draft, are adopted, this wording will be revised 
accordingly. 
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.06 The calculation date of the financial position is usually the wind-up date.  The calculation of the 
benefit entitlements would not be affected by the choice of the calculation date. 

.07 The cut-off date is the date up to which subsequent events would be recognized in the valuation. 

.08 For a particular member, 

the date of calculation of benefit entitlement depends on the circumstances of the 
wind-up, the terms of the pension plan, and the law, and may be the date of 
termination of employment, the date of termination of membership, the wind-up 
date, or another date, and 

the settlement date is the date of settlement of the member’s benefit entitlement. 

Nature of wind-ups 

.09 The purpose of a wind-up valuation may be to determine, or to provide the basis for determining 

the financial position of the pension plan, 

the total value of the benefit entitlements of all members prior to taking account 
of the financial position of the pension plan, 

any required additional funding, 

the amounts and methods of settlement of benefit entitlements, including any 
adjustment required due to a wind-up deficit, or 

the amount and method of distribution of a wind-up surplus. 

.10 A wind-up is complex and may take a long time.  Delay creates difficulties that may require a 
series of reports by the actuary.  Since the financial position of the pension plan determines 
whether benefit entitlements can be settled in full, the reflection of subsequent events in each 
report is critical. 

.11 For example, between the wind-up date and the settlement date 

the wind-up liabilities will fluctuate if there are fluctuations in interest rates and 
annuity prices, 

the pension plan’s assets will fluctuate depending upon the manner in which they 
are invested, and 

the surplus may fluctuate if the pension plan’s assets and liabilities are not 
matched. 

 

.12 The actuary would usually report the value of the benefit entitlements of all members and the 
financial position of the pension plan.  That report would be filed with the regulator for approval.  
After that approval, the plan administrator would settle the benefit entitlements. 
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.13 The actuary may prepare, or may be required to prepare, a final report after settlement of all 
benefit entitlements.  Such report, if any, would document the distribution of the pension plan’s 
assets by describing those entitlements and their settlement. 

Membership data 

.14 The membership data are the responsibility of the plan administrator.  The actuary would, 
however, report on the sufficiency and reliability of the membership data, specifically including 
the commuted values used in the valuation whether or not the plan administrator was the 
calculator thereof. 

.15 The finality of wind-up calls for the actuary to obtain precise membership data.  The actuary may, 
in rare circumstances, include contingency reserves in the wind-up valuation with respect to 
missing members if the actuary believes that additional members still have benefit entitlements 
under the pension plan but their membership information is missing. 

.16 The reported membership data would include details of the amounts and terms of payment of 
each member’s benefits. 

Assumptions 

.17 The best estimate assumptions selected would be chosen so as not to distort, favourably or 
unfavourably, the value of any member’s, or former member’s, benefit entitlement relative to others. 

.18 The selected assumptions would 

in respect of benefit entitlements that are expected to be settled by purchase of 
annuities, reflect single premium annuity rates, 

in respect of benefit entitlements that are expected to be settled by lump sum 
transfer, reflect the standards in section 3500 respecting commuted values, 

in respect of benefit entitlements that are expected to be settled in some other 
manner, reflect the manner in which such benefits would be settled. 

.19 If future benefits depend on continued employment (e.g., the pension plan is terminating but 
employment is not), the actuary would consider reflecting contingencies such as future salary 
increases and termination of employment. 

.20 If the pension plan provides special early retirement allowances that may be reduced if the 
members have employment income following their actual or assumed early retirement dates, 
then the wind-up valuation requires assumptions regarding the likelihood and the amounts of the 
members’ future employment income.  To extrapolate the pension plan’s historical experience as 
a going concern is not necessarily appropriate in selecting those assumptions. 

.21 Wind-up expenses usually include, but are not limited to, 

fees related to the actuarial wind-up report, 

fees imposed by a regulator, 
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legal fees, 

administration expenses, and 

custodial and investment management expenses. 

.22 The actuary would net wind-up expenses against the pension plan’s assets in calculating the ratio 
of assets to liabilities as a measure of financial security of the benefit entitlements, unless the 
expectation is that expenses will not be paid from the pension plan’s assets.  However, an 
exception may be made for future custodial and investment management expenses, which may 
be netted against future investment return in the treatment of subsequent events. 

Use of another person’s work 

.23 Some aspects of the wind-up may be unclear or contentious.  Examples are 

interpretation of the law, 

the determination of the wind-up date, 

the members, former members or recently terminated members to be included in the 
wind-up, 

whether or not to assume salary increases in determining benefit entitlements, 

eligibility for plant closure benefits and permanent lay-off benefits, 

eligibility for benefits payable only with the consent of the employer or plan 
administrator, 

the liquidation value of the pension plan’s assets, 

the method to allocate the pension plan’s assets among members, 

the allocation of surplus between the employer and the members, and 

whether or not wind-up expenses are to be paid from the pension plan’s assets. 

.24 To decide those aspects, the actuary may rely upon written direction from another person with 
the necessary knowledge, such as legal counsel or the employer, or the necessary authority, such 
as a regulator or the plan administrator.  The actuary would consider any issues of confidentiality 
or privilege that may arise. 

Post-wind-up contingencies 

.25 Post-wind-up contingencies may affect benefit entitlements.  Examples are 

member election of optional forms of benefits, 

salary increases, and 
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change in marital status. 

Subsequent events 

.26 In contrast with a going concern valuation, in a wind-up valuation all subsequent events, ideally, 
would be reflected.  This ensures that the financial position is presented as fairly as possible as of 
the report date.  However, it is impossible to recognize subsequent events right up to the report 
date.  Accordingly, the actuary would select a cut-off date that is close to the report date. 

.27 The actuary would ascertain that no subsequent events have occurred between the cut-off date 
and the report date that would significantly change the financial position, otherwise the actuary 
would select a later cut-off date.  For clarity, a subsequent event may be material yet not be so 
significant as to require selection of a later cut-off date. 

.28 It may be appropriate to have more than one cut-off date.  For example, the actuary may select 
one cut-off date for the active membership data and another cut-off date for the inactive 
membership data. 

.29 Common subsequent events are 

contributions, 

expenses paid from the pension plan’s assets, 

actual investment return on the pension plan’s assets, 

change in annuity purchase rates, 

change in assumptions for the calculation of commuted values, 

corrections to the membership data, 

deaths of members, and 

crystallization of post-wind-up contingencies. 

.30 An accepted practice for taking account of subsequent events is to determine the liabilities as of 
the cut-off date and then discount such liabilities back to the calculation date at an interest rate 
equal to the rate of investment return, net of investment expenses, earned on the pension plan’s 
assets between the calculation date and the cut-off date.  The pension plan’s assets would be 
determined at the calculation date, but adjusted for the subsequent events (such as contributions 
and non-investment expenses) that affect the pension plan’s assets. 

.31 There may be situations where, due to law or practical considerations, subsequent events are not 
recognized, at least in a preliminary report.  In such reports, the effect of subsequent events may 
be quantified in an approximate manner, provided that the financial position as indicated in the 
valuation report does not have a direct bearing on the members’ eventual settlement.  Where the 
effect of subsequent events is provided in a later report, it may be practical in that report to use a 
calculation date corresponding to the cut-off date. 

   Page 3025



Draft September 2008 

Statements of opinion  

.32 Where different statements of opinion apply in respect of different purposes of the valuation, the 
above requirements may be modified, but would be followed to the extent practicable. 
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3400   ACCOUNTING FOR PENSION COSTS 

.01 Section 3400 applies to advice that an actuary provides regarding accounting for a pension plan’s 
costs and obligations in the employer’s or the pension plan’s financial statements. 

3410 GENERAL 

.01 For accounting purposes, the actuary should select methods and assumptions for the value of 
assets and obligations that are appropriate to the basis of accounting in the employer’s or 
pension plan’s financial statements, as applicable, and that are consistent with the terms of an 
appropriate engagement. 

.02 The actuary would reflect the accounting standards specified by the terms of the appropriate 
engagement.  In particular, if the actuary is aware at the time of preparation of the report of any 
subsequent event that makes the entity a different entity after the calculation date, the actuary 
would report an estimate of the financial effect of such subsequent event or, in the rare 
circumstance that it is impractical to make such an estimate, include a statement to that effect. 

3420 ASSUMPTIONS 

.01 The assumptions that the actuary selects should be best estimate assumptions, unless otherwise 
specified in the relevant accounting standards. 

.02 If the preparers of the financial statements select the assumptions and those are not in accordance 
with accepted actuarial practice, Rule 6 may apply.  That is so whether or not the actuary 
expresses an opinion on the assumptions. 

3430 REPORTING: EXTERNAL USER REPORT 

.01 An external user report should 

include the calculation date and the report date, 

describe the source and verification of membership data, plan provisions, and the 
pension plan’s assets, and the date at which they were compiled, 

describe the membership data, 

describe the assets, including their market value and a summary of the assets by 
major category, 

describe the pension plan’s provisions, including the identification of any pending 
amendment, 

describe the method used to value the pension plan assets, 
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describe the actuarial cost method, 

describe the assumptions used to determine the actuarial present value of 
projected benefits, 

include the funded status at the calculation date and the service cost between the 
calculation date and the next calculation date, 

disclose any pending but definitive or virtually definitive amendment, and whether 
or not such amendment has been included in determining the funded status and 
the service cost, 

disclose subsequent events, whether or not the events are taken into account in the 
work, and, if there are no subsequent events, include a statement to that effect, 

describe any contingent benefits provided under the pension plan and the extent 
to which such contingent benefits are included or excluded in determining the 
funded status and the service cost, 

describe any benefits that are not contingent benefits and that have been excluded 
in determining the funded status and the service cost, 

describe the method and period selected in connection with any amortizations, 

if the valuation is an extrapolation of an earlier valuation, then describe the 
method and any assumptions for, and the period of, the extrapolation, and 

state whether or not the valuation conforms with the accounting standards 
specified by the terms of an appropriate engagement. 

.02 With respect to the assumptions, the actuary should report one of  

that the preparers of the financial statements have selected the assumptions and 
the actuary expresses no opinion on them, 

that the preparers of the financial statements have selected the assumptions and 
they are, or are not, in accordance with accepted actuarial practice, or 

that the actuary has selected the assumptions and they are in accordance with 
accepted actuarial practice. 

.03 An external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. 

Reference to report on funding 

.04 The descriptions required in the external user report may be incorporated by reference to an 
external user report on funding. 
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New Section Old Section Description of New Section Comments

3100 3100 SCOPE
3100.01 3100.02/04 Application of each subsequent section / wind-up 

related section applies to registered plans only
Revised 

3100.02 3100.01 Application and exclusions Minor changes
3200 3400 ADVICE ON FUNDING ETC.
3200.01 n/a SCOPE New
3210 n/a GENERAL New
3210.01 3400.02 Should take into account the circumstances of the 

work
Revised

3210.02 3200.01 Actuarial cost method to be consistent with the 
circumstances of the work

Revised

3210.03 3200.01 Asset valuation method consistent with the 
circumstances of the work

Revised

3210.04 3400.03 Should take into account benefits at calculation 
date

Revised

3210.05 3300.04 Should take into account expenses Revised
3210.06 n/a Circumstances of the work New
3210.07 n/a Terms of engagement may include funding policy New

3210.08 3400.05 Objectives of funding Revised
3210.09 3400.06 Advice may allow for a range of contributions Minor changes
3210.10 3200.05 Actuarial cost methods Revised 
3210.11 3200.06 Forecast method Revised
3210.12 n/a Purpose of asset valuation method New
3210.13 3200.04 Asset valuation methods Revised
3210.14 3400.08 Deferred recognition of pending amendment Unchanged
3210.15 3400.09 Effective date of amendment Unchanged
3210.16 3200.08/.09 Imminent wind-up Revised
3220 n/a TYPES OF VALUATIONS New
3220.01 n/a Select types of valuation consistent with the 

circumstances of the work
New

3220.02 n/a Common types of valuation New
3221 n/a Going Concern Valuation New
3221.01 3200.03 Assume going concern/appropriate 

assumptions/benefits considered
Revised 

3221.02 n/a Assumptions to consider objectives of valuation New
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3221.03 n/a Provision in assumptions vs expectations of 
financial security

New

3221.04 n/a Discount rate assumption takes into account plan 
assets and investment policy

New

3221.05 n/a Assumptions for "designated plan" New
3221.06 n/a Contingent benefits New
3221.07 n/a Benefits valued for "designated plan" New
3222 3740 Hypothetical Wind-Up Valuation
3222.01 3740.02 Stds from 3300 apply unless superceded by this

section
Revised and italicised

3222.02 3740.03 Determine entitlements assuming plan does not
have surplus or deficit

Unchanged

3222.03 n/a The actuary should postulate a scenario New
3222.04 3740.04 Include contingent wind-up benefits Revised
3222.05 3740.05 Assume wind-up date, calculation date, and 

settlement date are coincident
Minor changes

3222.06 n/a Assets valued at market New
3222.07 3740.06 Provision for expenses Revised
3222.08 3740.07 Membership data - precision less critical Unchanged
3222.09 3740.08 Membership data - may make appropriate 

assumptions regarding missing data
Minor changes

3222.10 3740.09 Contingent wind-up benefits defined Revised
3222.11 n/a Contingent wind-up benefits examples New
3222.12 n/a Postulation of scenarios New
3222.13 3740.10 Subsequent events - reflect if they increase

liabilities or decrease assets
Minor changes

3222.14 3740.13 Surplus/deficit resolution expenses don't need to
be considered

Unchanged

3223 3750 Solvency Valuation
3223.01 3750.01/02 Definition of solvency valuation / apply 

hypothetical wind-up standards unless …
Revised

3223.02 3750.03 Examples of differences between solvency and 
hypothetical wind-up

Revised

3230 3400 FUNDING
3230.01 3400.02/04 Next calculation date/advice covers period to next 

calculation date/advice reflects circumstances of 
work

Revised

3230.02 3400.10 Next calculation date Revised
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3240 3600 REPORTING: EXTERNAL USER REPORT
3240.01 3600.01 Reporting to be included generally Revised
3240.02 3600.01/02 Reporting re: going concern valuation Revised
3240.03 n/a Reporting re: contingent wind-up benefits / 

maximum wind-up liability scenario
New

3240.04 n/a Reporting re: hypothetical wind-up / solvency 
valuation

New

3240.05 n/a Reporting on hypothetical wind-up valuation to 
include service cost / risk analysis / main sources 
of gain/loss

New

3240.06 3600.03 Reporting re: funding Revised
3240.07 3600.06 Statements of opinion Revised
3240.08 3600.05 Report should be detailed enough for another 

actuary to examine reasonableness
Minor changes

3240.09 n/a Types of valuation to be reported New
3240.10 3600.10 Describe data tests Unchanged
3240.11 3600.13 Description of actuarial cost method would include 

description of change
Revised

3240.12 3600.12 Description of asset val method would include 
description of change

Revised

3240.13 3600.11 Description of assumptions to include a 
description of each nominal change

Revised

3240.14 n/a Components of gain/loss for going concern 
valuation

New

3240.15 n/a Recognition of contingent wind-up benefits New
3240.16 n/a Considerations re unlikely events New
3240.17 n/a Examples of unlikely events New
3240.18 n/a Gain/loss for hypothetical wind-up valuation New
3240.19 n/a Gain/loss for hypothetical wind-up valuation - 

further detail
New

3240.20 3600.14 Description of actuarial cost method Revised
3240.21 3600.07 Different statements for different purposes Unchanged
3240.22 3600.08 Statements as to assumptions may be combined Unchanged

3240.23 3600.09 Statements as to methods may be combined Unchanged
3300 3700 WIND-UP VALUATION Revised
3300.01 3710.01 Scope Revised
3310 n/a General Revised
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DRAFT PRACTICE SPECIFIC STANDARDS FOR PENSION PLANS (EXCLUDING COMMUTED VALUES)

New Section Old Section Description of New Section Comments

3310.01 n/a Take account of circumstances of the work New
3310.02 3720.03 Reflect subsequent events Revised
3310.03 3720.04 Assets at liquidation value Unchanged
3310.04 3710.02 Limits of scope Unchanged
3310.05 3710.03 Resolution of issues Unchanged
3310.06 3730.01 Partial wind-up defined Unchanged
3310.07 3730.02 Significance of partial wind-up Unchanged
3310.08 3730.03 Standards for partial wind-up Revised
3320 n/a Assumptions New
3320.01 3720.01 Selection of assumptions Revised
3320.02 3720.02 Expense assumption Revised
3330 n/a External User Report New
3330.01 3720.05 Reconcile with prior report Revised
3330.02 3720.06 Required reporting Revised
3330.03 3600.06 Statements of opinion Revised
3330.04 3600.05 Report should be detailed enough for another 

actuary to examine reasonableness
Unchanged

3330.05 3720.07 Wind-up date Revised
3330.06 3720.08 Calculation date Unchanged
3330.07 3720.09 Cut-off date Unchanged
3330.08 3720.10 Benefit entitlements / settlement date Unchanged
3330.09 3720.11 Purposes of valuation Unchanged
3330.10 3720.12 Delay / subsequent events Unchanged
3330.11 3720.13 Examples of fluctuations revised
3330.12 3720.14 Filing of report/settlement Unchanged
3330.13 3720.15 Final report Unchanged
3330.14 3720.16 Membership data Minor change
3330.15 3720.17 Missing members Minor change
3330.16 3720.18 Include amount and terms of benefit payments Unchanged
3330.17 3720.24 Selection of best estimate assumptions Unchanged
3330.18 3720.25 Assumptions re settlement methods Revised
3330.19 3720.26 If benefits depend on future employment Unchanged
3330.20 3720.27 Early retirement allowances Revised
3330.21 3720,28 Types of expenses Revised
3330.22 3720.29 Expenses netted from assets Unchanged
3330.23 3720.19 Examples of unclear / contentious issues Unchanged
3330.24 3720.20 Reliance on others Unchanged
3330.25 n/a Post wind-up contingencies New

03/09/2008   11:11 AM Page 4 of 6



DRAFT PRACTICE SPECIFIC STANDARDS FOR PENSION PLANS (EXCLUDING COMMUTED VALUES)

New Section Old Section Description of New Section Comments

3330.26 3720.31 Subsequent events / cut-off date Unchanged
3330.27 3720.32 Subsequent events after cut-off date Unchanged
3330.28 3720.33 More than one cut-off date Unchanged
3330.29 3720.34 Common subsequent events Revised
3330.30 3720.35 Accepted practice to allow for subsequent events Minor change

3330.31 3720.36 Situations where subsequent events not 
recognized

Revised

3330.32 3600.07 Different statements of opinion Unchanged
3400 3500 ACCOUNTING FOR PENSION COSTS
3400.01 3500.01 Application to advice on accounting for a plan's 

costs in financial statements
Revised

3410 n/a GENERAL
3410.01 3500.02 Select methods and assumptions that are 

appropriate and consistent w/ basis of accounting
Revised

3410.02 3500.05 Reflect accounting standards specified by terms of 
engagement

Revised

3420 n/a ASSUMPTIONS New
3420.01 3500.03 Actuary should select best estimate 

assumptions,unless..
Revised

3420.02 3500.06 If someone else selects assumptions, Rule 6 may 
apply.

Unchanged

3430 n/a REPORTING: EXTERNAL USER REPORT New
3430.01 3600.01/04 Required reporting Revised
3430.02 3500.04 Opinion on assumptions Unchanged
3430.03 n/a Report should be detailed enough for another 

actuary to examine reasonableness
New

3230.04 n/a Reference to report on funding New
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DRAFT PRACTICE SPECIFIC STANDARDS FOR 
PENSION PLANS (EXCLUDING COMMUTED VALUES)
DELETIONS

Old Section Description of Old Section

3100.03 Advice may relate to ….
3200.02 Forecast not to be used for registered plan
3200.07 No provision for expenses paid by employer
3300.01 For earnings-related plans, make assumption about earnings
3300.02 For career average plan, earnings assumption needed if relevant to 

method
3300.03 assumptions consistent with asset valuation method
3300.05 how to achieve consistency
3400.01 advice on funding /does not necessarily apply to plan amendment
3400.07 Anticipated funding of pending amendment
3720.21 Settlement methods
3720.22 Adjustment for benefit payments / contributions
3722.23 No guidance on selection of settlement method
3740.01 Purposes of a hypothetical wind-up valuation
3740.11 asset value where market value not readily available
3740.12 May use reasonable approximation to market value
3750.04 Wind-up expenses may be ignored
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	 The following definition would be added to the general standards:
	.01 Funded status is the difference between the value of assets and the actuarial present value of projected benefits allocated to periods up to the calculation date by the actuarial cost method, based on a going concern valuation of a pension plan.
	3100   Scope
	.01 The standards in part 3000 apply as follows:
	Section 3200 applies to advice that an actuary provides on the financial condition, financial position, funded status or funding of a pension plan, except where such advice is with respect to
	the wind-up, in full or in part, of a pension plan registered under the Income Tax Act (Canada), or
	the accounting for a pension plan’s costs and obligations in the employer’s or the pension plan’s financial statements.
	Section 3300 applies to advice that an actuary provides on the financial condition, financial position or funding with respect to the wind-up, in full or in part, of a pension plan registered under the Income Tax Act (Canada).
	Section 3400 applies to advice that an actuary provides with respect to accounting for a pension plan’s costs and obligations in the employer’s or the pension plan’s financial statements.
	Section 3500 applies to advice that an actuary provides regarding the computation of commuted values in the circumstances described in subsection 3510.
	.02 The standards in sections 3200 through 3400 apply to advice with respect to a pension plan, including any arrangement that provides retirement income to its members, whether funded or not, whether registered or not, and whether in the private or public sector, except for

	3200   Advice on the Financial Condition, Financial Position, Funded Status or Funding of a Pension Plan
	.01 Section 3200 applies to advice that an actuary provides regarding the financial condition, financial position, funded status or funding of a pension plan, except where such advice is with respect to
	the wind-up, in full or in part, of a pension plan registered under the Income Tax Act (Canada), or
	the accounting for a pension plan’s costs and obligations in the employer’s or the pension plan’s financial statements.
	3210 General
	The actuary’s advice on the financial condition, financial position, funded status or funding of a pension plan should take account of the circumstances of the work.
	The actuary should select an actuarial cost method that is consistent with the circumstances of the work.
	The actuary should select an asset valuation method that is consistent with the circumstances of the work.
	.04 The actuary’s advice on the financial condition, financial position, funded status or funding of a pension plan should take account of the pension plan’s benefits at the calculation date, except that the actuary’s advice
	.05 The actuary’s advice on the financial condition, financial position, funded status or funding of a pension plan should take account of expenses if they are expected to be paid from the pension plan’s assets.
	Circumstances of the work
	.06 The circumstances of the work would include
	whether the actuary’s advice relates to the financial condition, the financial position, the funded status or the funding of the pension plan, or a combination thereof,
	the terms of the appropriate engagement under which the work is being performed,
	the application of the law to the work, and
	the objectives of funding, if the work provides advice on funding.
	.07 The terms of an appropriate engagement may include a formal or informal funding policy.
	.08 When the valuation provides advice on the funding of a pension plan, the primary objective in accordance with accepted actuarial practice would be the systematic accumulation, over time, of dedicated assets that secure the pension plan’s benefits.  Other possible objectives, such as the orderly and rational allocation of contributions among time periods or inter-generational equity, may be specified by the terms of an appropriate engagement.
	.09 Depending on the objectives of funding and the terms of an appropriate engagement, the actuary’s advice on funding may allow a range of contributions.
	Actuarial cost methods

	.10 Actuarial cost methods include:
	.11 When using a forecast actuarial cost method, the beginning and ending actuarial present value of projected benefits may be calculated from the perspective of either a hypothetical wind-up valuation or a going concern valuation.
	Asset valuation methods

	.12 Assuming that an efficient market exists, the current market value is the best measure of an asset’s value.  The notion that an alternate asset value may provide a more rational measurement of the true asset value would not normally be considered appropriate.  Therefore, the objective of an asset valuation method that produces an asset value other than market value is generally not to moderate volatility in the financial condition, the financial position or the funded status of a pension plan.  Rather, it is usually a means to implement another objective, such as to moderate the volatility of contribution rates.
	.13 The value of assets may be, subject to specific requirements for different types of valuation, any of
	Deferred recognition of pending amendment

	.14 If, at the calculation date, an amendment to the pension plan is definitive or virtually definitive and if the effective date of the amendment is
	.15 The effective date of the amendment is the date at which the amended benefits take effect, as opposed to the date at which the amendment becomes either definitive or virtually definitive.
	.16 If a decision to wind up a pension plan effective after the calculation date becomes definitive or virtually definitive before the report date, then the actuary would decide between anticipating and not anticipating the wind-up in accordance with the recommendation for subsequent events.

	3220 Types of Valuations
	When giving advice on the financial condition, financial position, funded status or funding of a pension plan, the actuary should select one or more types of valuations that are consistent with the circumstances of the work.
	Common types of valuations

	.02 There are three types of valuations that actuaries commonly undertake when giving advice,
	3221 GOING CONCERN VALUATION
	.01 For a going concern valuation
	the actuary should assume that the plan continues as a going concern,
	the actuary should select assumptions that are consistent with the circumstances of the work, and
	the actuary should consider all benefits, including contingent benefits, payable under the pension plan and should include provision for all such benefits expected to be paid while the plan is ongoing unless
	the law requires the valuation to exclude such benefits, or
	the law permits the exclusion and the terms of an appropriate engagement specifically call for the actuary to exclude such benefits.
	Assumptions

	.02 In selecting the assumptions, the actuary would take into consideration the objectives of the valuation.  The primary objective of a going concern valuation is generally to develop a longterm strategy for the funding of the pension plan.  Other objectives may be the systematic accumulation over time of dedicated assets which secure the pension plan’s benefits, the orderly and rational allocation of contributions among time periods or inter-generational equity.
	In selecting the actuarial assumptions, the actuary would consider whether including provision for adverse deviations in the assumptions would promote expectations for financial security.  For example, if the actuary is undertaking a hypothetical wind-up valuation in conjunction with the going concern valuation, then the actuary may conclude that including provision for adverse deviations in the assumptions for the going concern valuation would not materially promote expectations for financial security.  The same may be true in undertaking a going concern valuation of a public sector pension plan.
	.04 In determining the best estimate assumption for the discount rate, the actuary would take into account the assets of the pension plan at the calculation date, if any, and the expected investment policy after that date.
	{EDUCATIONAL NOTE TO BE DEVELOPED
	EN will address the determination of best estimate assumptions, specifically, the discount rate.  Refer to E(j) of the Working Document, March 2007 for further details.}
	.05 If the plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada) and the purpose of the going concern valuation is to determine the funding permitted by law, then the actuary may use assumptions stipulated by law.
	Contingent benefits

	.06 An example of a contingent benefit is a provision granting the employer the right to waive early retirement reductions to members retiring from active employment.  In making provision for this contingent benefit, the actuary would consider past experience and current circumstances relating to the employer’s waiver of such early retirement reductions unless
	the law permits the going concern valuation to assume that the employer would not waive the early retirement reductions, and
	the terms of an appropriate engagement specify that the actuary is to assume that the employer would not waive the early retirement benefits reductions.
	Benefits stipulated by law

	.07 If the plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada) and the purpose of the going concern valuation is to determine the funding permitted by law, then the actuary would reflect the benefits stipulated by law.
	3222 HYPOTHETICAL WIND-UP VALUATION
	.01 The standards for a full wind-up valuation in section 3300 apply to a hypothetical wind-up valuation except
	as superseded by the following recommendations,
	the external user report requirements therein are superseded by the requirements of subsection 3240, and
	detailed individual membership data need not be reported.
	.02 For a hypothetical wind-up valuation, the actuary should determine benefit entitlements on the premise that the pension plan has neither a surplus nor a deficit.
	In determining the benefit entitlements, the actuary should postulate a scenario upon which the hypothetical wind-up valuation is based, taking account of the circumstances of the work.
	The actuary should take account of contingent wind-up benefits that would be payable under the postulated scenario for the hypothetical wind-up.
	For a hypothetical wind-up valuation, the actuary should assume that the wind-up date, the calculation date and the settlement date are coincident.
	.06 For a hypothetical wind-up valuation, the value of assets should be the market value of assets.
	.07 For a hypothetical wind-up valuation, the actuary should determine an explicit assumption for expenses expected to be payable from the pension plan’s assets to wind up the pension plan, including any assumptions with respect to the solvency of the employer in deriving the expense assumption.
	Membership data
	.08 The precision of the membership data is less critical for a hypothetical wind-up valuation than for an actual wind-up valuation.
	.09 Since an actual wind-up is not occurring, pertinent membership data may not be available.  The actuary would make appropriate assumptions regarding such missing membership data.  For example, it may be appropriate to project current earnings based on aggregate historical pay increases in order to estimate final average earnings.
	Types of contingent wind-up benefits

	.10 There are two types of contingent wind-up benefits,
	those that are contingent upon the reason for the wind-up, and
	those that may or may not be payable under wind-up.
	.11 An example of a contingent wind-up benefit that depends upon the reason for the wind-up is a plant closure benefit.  An example of a contingent benefit that may or may not be payable under wind-up is a provision granting the employer the right to waive early retirement reductions.
	Postulation of scenarios
	.12 There are often numerous scenarios that may result in the wind-up of a pension plan.  The actuary may postulate any reasonable, internally consistent scenario for the hypothetical windup.  For the postulated scenario, the actuary would describe the treatment of any contingent wind-up benefits, including
	those that are contingent upon the reason for the wind-up, and
	those that may or may not be payable under wind-up.
	Subsequent events

	.13 The actuary may reflect subsequent events in the valuation provided that doing so either increases the actuarial present value of the projected benefits or reduces the pension plan’s assets.
	Wind-up expenses

	.14 Since the actuary would assume that the pension plan has neither a surplus nor a deficit, wind-up expenses related to the resolution of surplus or deficit issues need not be considered.
	3223 SOLVENCY VALUATION
	.01 A solvency valuation typically is a form of a hypothetical wind-up valuation required by law and the actuary should apply to a solvency valuation the standards for a hypothetical wind-up valuation unless
	.02 In some jurisdictions, the actuary may, by law, in preparing a solvency valuation,
	use a value of assets other than market value,
	use one or more assumptions that are not best estimate assumptions, or
	exclude certain benefits from the valuation.

	3230 Funding
	.01 If the actuary is providing advice on funding
	the actuary should determine the next calculation date,
	the actuary’s advice on funding should cover at least the period between the calculation date and the next calculation date, and
	the actuary’s advice on funding should be determined in accordance with the circumstances of the work and in accordance with the law.
	Next calculation date

	.02 The next calculation date is the latest date for which the actuary considers the advice on funding to be applicable.  The actuary would take into consideration the law and the terms of an appropriate engagement in determining the next calculation date.

	3240 Reporting: External User Report
	.01 An external user report should
	include the calculation date, the report date, and the next calculation date,
	describe the source and verification of membership data, plan provisions, and the pension plan’s assets, and the date at which they were compiled,
	state each valuation undertaken under the terms of the appropriate engagement.
	.02 For each going concern valuation undertaken by the actuary, the external user report should
	if the assets are valued at other than market value, also include the funded status at the calculation date using the market value of assets as the value of the assets,
	describe any contingent benefits provided under the pension plan and the extent to which such contingent benefits are included or excluded in determining the funded status and the service cost,
	if there is no provision for adverse deviations, include a statement to that effect and the rationale for including no provision for adverse deviations, and
	describe and quantify the gains and losses between the prior calculation date and the calculation date.
	.03 Unless the pension plan does not define the benefits payable upon wind-up, an external user report that includes one or more hypothetical wind-up valuation or solvency valuation should
	describe any contingent wind-up benefits provided  under the pension plan, and
	describe the scenario that would maximize the wind-up liabilities.
	.04 For each hypothetical wind-up valuation and solvency valuation undertaken by the actuary, the external user report should
	include the financial position at the calculation date,
	include a description of the postulated scenario, and
	include a description of the extent to which contingent wind-up benefits provided under the pension plan are included or excluded in determining the financial position.
	.05 If an external user report includes one or more hypothetical wind-up valuations or solvency valuations, then for any such hypothetical wind-up valuation or solvency valuation, the external user report should
	include the service cost between the calculation date and the next calculation date,
	{EDUCATIONAL NOTE TO BE DEVELOPED
	EN will address the methods and assumptions that may be used, and other considerations, in the determination of service cost under a hypothetical wind-up valuation.}
	include a description of, and the results of, an analysis to illustrate the effect of adverse deviations on the financial position of the pension plan at the calculation date or at the next calculation date, and
	{EDUCATIONAL NOTE TO BE DEVELOPED
	EN will address details regarding what analysis would be considered to be satisfactory to comply with the above paragraph.  Reference will be made to the Research Paper Determination of Appropriate Provisions for Adverse Deviations in Hypothetical Wind-up and Solvency Valuations, November 2007.}
	.06 An external user report that provides advice on funding should
	.07 An external user report should provide the following four statements of opinion, all in the same section of the report and in the following order:
	.08 An external user report should be sufficiently detailed to enable another actuary to examine the reasonableness of the valuation.
	Types of valuations

	.09 The external user report may provide information with respect to many different valuations, but would, as a minimum,
	if the pension plan is a registered pension plan and is not a “designated plan”, as that term is defined in the Income Tax Regulations (Canada), include information with respect to
	a going concern valuation, if required by law,
	a hypothetical wind-up valuation under the scenario that maximizes the wind-up liabilities, unless the pension plan does not define the benefits payable upon windup, and
	any other hypothetical wind-up or solvency valuation required by law.
	if the pension plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada), include information with respect to
	any going concern valuation required by law,
	a hypothetical wind-up valuation under the scenario that maximizes the wind-up liabilities, unless the plan has as members only persons “connected” with the employer as that term is defined in the Income Tax Regulations (Canada), and
	any other hypothetical wind-up or solvency valuation required by law.
	if the pension plan is not a registered pension plan, include information with respect to the hypothetical wind-up valuation under the scenario that maximizes the wind-up liabilities, unless the pension plan does not define the benefits payable upon wind-up.
	Membership data

	.10 The description of verification of membership data would include a description of the main tests of the membership data’s sufficiency and reliability and of any assumptions in respect of insufficient or unreliable membership data.
	Methods

	.11 For each valuation included in the external user report for which there was a prior valuation, the description of the actuarial cost method would include a description of any change to the actuarial cost method used in the prior valuation.
	.12 For each valuation included in the external user report for which there was a prior valuation, the description of the method to value the assets would include a description of any differences in the asset valuation method from the asset valuation method used in the prior valuation.
	Assumptions

	.13 For each valuation included in the external user report for which there was a prior valuation, the description of assumptions would include a description of each nominal change to the assumptions from the assumptions used in the prior valuation.
	Gain and loss for going concern valuations

	.14 The gain and loss for a going concern valuation would include the gain or loss due to changes in the actuarial cost method, the method for valuing the assets, the assumptions and the plan provisions.  However, if an amendment to the pension plan prompts the actuary to change the assumptions, the actuary may report the combined effect of the amendment and the resultant change in assumptions.
	Recognition of contingent wind-up benefits

	.15 In reporting the financial position of the pension plan under the scenario that maximizes the wind-up liabilities, the actuary may disregard
	scenarios that are extremely unlikely to occur, and
	contingent wind-up benefits that are extremely unlikely to be payable.
	.16 In determining whether a scenario is extremely unlikely to occur or whether a particular contingent wind-up benefit is extremely unlikely to be payable, the actuary would not consider the financial position of the pension plan.  For example, it would not be acceptable to assume that contingent wind-up benefits would be extremely unlikely to be payable because the pension plan cannot afford to pay such benefits.
	.17 An example of a scenario that is extremely unlikely to occur is the wind-up of a multi-employer pension plan where there are 100 unrelated participating employers and the wind-up is a result of all participating employers becoming insolvent on the valuation date.  An example of a contingent wind-up benefit that is extremely unlikely to be payable is a provision that allows for the pension plan’s benefits to be improved, at the plan sponsor’s sole discretion, to the maximum benefits allowed under the Income Tax Regulations.
	Description and quantification of gains and losses for a hypothetical wind-up valuation

	.18 The actuary would not be expected to provide a detailed description of the gains and losses in the financial position of the pension plan under a hypothetical wind-up valuation since the previous calculation date.  Rather, the description would normally allocate the gains and losses between
	changes in the plan’s provisions,
	changes in the actuarial assumptions,
	gains or losses due to the investment returns on the pension plan’s assets, and
	gains and losses on other items.
	.19 In reporting the gains and losses on other items, the actuary may include further detail if the actuary is aware of any significant item within this category.
	.20 The description of the actuarial cost method would include a description of
	any anticipated or deferred funding, any taking account of imminent wind-up and, in the case of anticipated or deferred funding, a quantification of its effect on the pattern of future contributions.
	Statements of opinion

	.21 Where different statements of opinion apply in respect of different purposes of the valuation, the above requirements may be modified but would be followed to the extent practicable.
	.22 While a separate statement regarding assumptions would generally be included in respect of each purpose of the valuation, the statements regarding assumptions may be combined where the statements do not differ between some or all of the valuation’s purposes.  The report would clearly indicate which statement regarding assumptions applies to each of the valuation’s purposes.
	.23 While a separate statement regarding methods would generally be included in respect of each purpose of the valuation, the statements regarding methods may be combined where the statements do not differ between some or all of the valuation’s purposes.  The report would clearly indicate which statement regarding methods applies to each of the valuation’s purposes.


	3300   Full or Partial Wind-up Valuation
	.01 Section 3300 applies to advice that an actuary provides on the financial condition, financial position or funding with respect to the wind-up, in full or in part, of a pension plan registered under the Income Tax Act (Canada).
	3310 General
	.01 The actuary’s advice with respect to a pension plan that is being wound-up, in full or in part, should take account of the circumstances of the work.
	.02 The actuary should take account of subsequent events up to the cut-off date.
	.03 The pension plan’s assets should be valued at liquidation value.
	Scope
	.04 This section is not intended to prescribe the manner in which
	the pension plan’s assets would be allocated between jurisdictions in the case of wind-up of a pension plan covering members in several jurisdictions,
	.05 Rather, those issues would be determined in accordance with law or the plan provisions, or an entity empowered thereunder to make that determination.  It may, however, be appropriate to use the results of the valuation to address one or more of those issues, or to disclose their resolution in the report.
	Partial wind-up
	.06 A partial wind-up occurs when a subset of the members terminates membership in circumstances that require wind-up with respect to those members.  Such wind-up does not apply to the continuing members, although it may be necessary for legal or other reasons to also value the benefits of the continuing members.
	.07 The laws regarding partial wind-ups vary by jurisdiction.  As a result, their application can cause a partial wind-up to range from an insignificant change in the pension plan to something similar to a full wind-up.
	.08 The standards for a partial wind-up are the same as the standards for a full wind-up.  Their application may be easier, however, when the partial wind-up applies to relatively few members.  For example,

	3320 Assumptions
	.01 The selected assumptions should
	.02 The actuary should select an explicit assumption regarding the expenses of wind-up and offset the resulting expense provision against the pension plan’s assets unless it is expected that expenses will not be paid from the pension plan’s assets.

	3330 Reporting: External User Report
	.01 If a previous external user report was prepared with respect to the wind-up, the actuary should include a summary of the material differences between the financial position in the previous external user report and the financial position in the current report.
	.02 An external user report should
	describe the source and verification of membership data, plan provisions, and the pension plan’s assets, and the date at which they were compiled,
	any amendments made since any previous external user report with respect to the wind-up of the plan which affect benefit entitlements, and
	report the explicit assumption regarding the expenses of wind-up or justify the expectation that expenses will not be paid from the pension plan’s assets,
	report the financial position at the calculation date,
	state that the financial position at settlement may differ from that contained in the report unless the report includes the financial position at the time of final settlement,
	state whether an updated report will be required in future,
	.03 An external user report should provide the following four statements of opinion, all in the same section of the report and in the following order,
	.04 The external user report should be sufficiently detailed to enable another actuary to examine the reasonableness of the valuation.
	Dates

	.05 The wind-up date is the date of termination of the pension plan as determined by law, the plan provisions, the regulator, or the plan administrator.
	.06 The calculation date of the financial position is usually the wind-up date.  The calculation of the benefit entitlements would not be affected by the choice of the calculation date.
	.07 The cut-off date is the date up to which subsequent events would be recognized in the valuation.
	.08 For a particular member,
	Nature of wind-ups

	.09 The purpose of a wind-up valuation may be to determine, or to provide the basis for determining
	.10 A wind-up is complex and may take a long time.  Delay creates difficulties that may require a series of reports by the actuary.  Since the financial position of the pension plan determines whether benefit entitlements can be settled in full, the reflection of subsequent events in each report is critical.
	For example, between the wind-up date and the settlement date
	.12 The actuary would usually report the value of the benefit entitlements of all members and the financial position of the pension plan.  That report would be filed with the regulator for approval.  After that approval, the plan administrator would settle the benefit entitlements.
	.13 The actuary may prepare, or may be required to prepare, a final report after settlement of all benefit entitlements.  Such report, if any, would document the distribution of the pension plan’s assets by describing those entitlements and their settlement.
	Membership data

	.14 The membership data are the responsibility of the plan administrator.  The actuary would, however, report on the sufficiency and reliability of the membership data, specifically including the commuted values used in the valuation whether or not the plan administrator was the calculator thereof.
	.15 The finality of wind-up calls for the actuary to obtain precise membership data.  The actuary may, in rare circumstances, include contingency reserves in the wind-up valuation with respect to missing members if the actuary believes that additional members still have benefit entitlements under the pension plan but their membership information is missing.
	.16 The reported membership data would include details of the amounts and terms of payment of each member’s benefits.
	Assumptions

	.17 The best estimate assumptions selected would be chosen so as not to distort, favourably or unfavourably, the value of any member’s, or former member’s, benefit entitlement relative to others.
	.18 The selected assumptions would
	.19 If future benefits depend on continued employment (e.g., the pension plan is terminating but employment is not), the actuary would consider reflecting contingencies such as future salary increases and termination of employment.
	.20 If the pension plan provides special early retirement allowances that may be reduced if the members have employment income following their actual or assumed early retirement dates, then the wind-up valuation requires assumptions regarding the likelihood and the amounts of the members’ future employment income.  To extrapolate the pension plan’s historical experience as a going concern is not necessarily appropriate in selecting those assumptions.
	.21 Wind-up expenses usually include, but are not limited to,
	.22 The actuary would net wind-up expenses against the pension plan’s assets in calculating the ratio of assets to liabilities as a measure of financial security of the benefit entitlements, unless the expectation is that expenses will not be paid from the pension plan’s assets.  However, an exception may be made for future custodial and investment management expenses, which may be netted against future investment return in the treatment of subsequent events.
	Use of another person’s work

	.23 Some aspects of the wind-up may be unclear or contentious.  Examples are
	.24 To decide those aspects, the actuary may rely upon written direction from another person with the necessary knowledge, such as legal counsel or the employer, or the necessary authority, such as a regulator or the plan administrator.  The actuary would consider any issues of confidentiality or privilege that may arise.
	Post-wind-up contingencies

	.25 Post-wind-up contingencies may affect benefit entitlements.  Examples are
	Subsequent events

	.26 In contrast with a going concern valuation, in a wind-up valuation all subsequent events, ideally, would be reflected.  This ensures that the financial position is presented as fairly as possible as of the report date.  However, it is impossible to recognize subsequent events right up to the report date.  Accordingly, the actuary would select a cut-off date that is close to the report date.
	.27 The actuary would ascertain that no subsequent events have occurred between the cut-off date and the report date that would significantly change the financial position, otherwise the actuary would select a later cut-off date.  For clarity, a subsequent event may be material yet not be so significant as to require selection of a later cut-off date.
	.28 It may be appropriate to have more than one cut-off date.  For example, the actuary may select one cut-off date for the active membership data and another cut-off date for the inactive membership data.
	.29 Common subsequent events are
	.30 An accepted practice for taking account of subsequent events is to determine the liabilities as of the cut-off date and then discount such liabilities back to the calculation date at an interest rate equal to the rate of investment return, net of investment expenses, earned on the pension plan’s assets between the calculation date and the cut-off date.  The pension plan’s assets would be determined at the calculation date, but adjusted for the subsequent events (such as contributions and non-investment expenses) that affect the pension plan’s assets.
	.31 There may be situations where, due to law or practical considerations, subsequent events are not recognized, at least in a preliminary report.  In such reports, the effect of subsequent events may be quantified in an approximate manner, provided that the financial position as indicated in the valuation report does not have a direct bearing on the members’ eventual settlement.  Where the effect of subsequent events is provided in a later report, it may be practical in that report to use a calculation date corresponding to the cut-off date.
	Statements of opinion 

	.32 Where different statements of opinion apply in respect of different purposes of the valuation, the above requirements may be modified, but would be followed to the extent practicable.


	3400   Accounting For Pension Costs
	.01 Section 3400 applies to advice that an actuary provides regarding accounting for a pension plan’s costs and obligations in the employer’s or the pension plan’s financial statements.
	3410 General
	.01 For accounting purposes, the actuary should select methods and assumptions for the value of assets and obligations that are appropriate to the basis of accounting in the employer’s or pension plan’s financial statements, as applicable, and that are consistent with the terms of an appropriate engagement.
	.02 The actuary would reflect the accounting standards specified by the terms of the appropriate engagement.  In particular, if the actuary is aware at the time of preparation of the report of any subsequent event that makes the entity a different entity after the calculation date, the actuary would report an estimate of the financial effect of such subsequent event or, in the rare circumstance that it is impractical to make such an estimate, include a statement to that effect.

	3420 Assumptions
	.01 The assumptions that the actuary selects should be best estimate assumptions, unless otherwise specified in the relevant accounting standards.
	.02 If the preparers of the financial statements select the assumptions and those are not in accordance with accepted actuarial practice, Rule 6 may apply.  That is so whether or not the actuary expresses an opinion on the assumptions.

	3430 Reporting: External User Report
	.01 An external user report should
	include the calculation date and the report date,
	describe any contingent benefits provided under the pension plan and the extent to which such contingent benefits are included or excluded in determining the funded status and the service cost,
	.02 With respect to the assumptions, the actuary should report one of 
	.03 An external user report should be sufficiently detailed to enable another actuary to examine the reasonableness of the valuation.
	Reference to report on funding
	.04 The descriptions required in the external user report may be incorporated by reference to an external user report on funding.
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