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Memorandum 
 

To: All Fellows, Affiliates, Associates and Correspondents of the Canadian 
Institute of Actuaries and Other Interested Parties 

From:  A. David Pelletier, Chair 
  Actuarial Standards Board 

  Michael Banks, Chair 
  Designated Group 

Date:  March 13, 2012 

Subject: Notice of Intent – Amendment to the Practice-Specific Standards for 
Pension Plans – Reporting of Incremental Cost and Sensitivity 
Information on a Hypothetical Wind-up or Solvency Basis 

Comment Deadline:  April 16, 2012 
Document 212014 

INTRODUCTION 

Paragraph 3260.06 of the Standards of Practice generally requires that an external user 
report which includes one or more hypothetical wind-up valuations or solvency 
valuations should report, for any one such valuation: 

• The incremental cost between the calculation date and the next calculation date;  

• The effect on the liabilities at the calculation date of a decrease of 1 percent in the 
discount rate from that used for the valuation; and 

• If the external user report does not include a going concern valuation, a gain and 
loss analysis between the last calculation date and the calculation date 

The Actuarial Standards Board (ASB) and the Canadian Institute of Actuaries’ (CIA) 
Committee on Pension Plan Financial Reporting (PPFRC) believe it would be in the 
interest of the public and the profession to introduce an exception to these requirements 
in certain limited situations. 

ISSUES WITH CURRENT STANDARDS  
One common situation where concerns have been raised is in reports required for 
Ontario-registered pension plans to reflect a deterioration in solvency funded status since 
the date of the last filed report. Many such reports have been needed in recent months. 
The Ontario regulator has indicated that they do not require the paragraph 3260.06 
information to be filed with them.  
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Another situation where these concerns arise is in respect of partial actuarial valuation reports 
which can be filed in certain circumstances for Québec-registered pension plans. In this case the 
law requires only that the actuary certify that a pension plan is fully funded on a going concern 
and on a solvency basis. 

A number of actuaries have suggested that complying with the requirements of paragraph 
3260.06 in these situations should not be required since: 

• In many cases the users will have little interest in the information; and 

• The cost of preparing the information may be significant in relation to the cost of 
preparing these reports and such cost is not justifiable given the limited value of the 
information provided. 

SUMMARY OF PROPOSED CHANGES  
The ASB is proposing to amend paragraph 3260.06 of the Standards of Practice to exempt its 
application to the types of report described above and, possibly, other comparable types of 
report. 

TIMELINE  
In view of the expected benefits and limited scope of this proposed change, the ASB plans to 
proceed with this proposal on an expedited basis with shorter than normal comment periods, with 
an objective of adopting the revised Standards of Practice by June 30, 2012. 

YOUR FEEDBACK  
The ASB is soliciting feedback on this notice of intent from members of the CIA and other 
stakeholders. Comments as to the types of report which should be exempted from the 
requirements of paragraph 3260.06 of the Standards of Practice are particularly sought. 
Comments on the proposed changes are invited by April 16, 2012. Please send them, preferably 
in an electronic format, to Michael Banks at michael.banks@mercer.com, with a copy to Chris 
Fievoli at chris.fievoli@actuaries.ca.  

It is the responsibility of the ASB to make final decisions regarding the revised Standards of 
Practice. During the period following publication of this notice of intent and during the period 
following the exposure draft, there will be opportunity to comment and these comments will be 
considered by the Designated Group. Due process was followed in the development of this 
notice of intent. 

The ASB has created a Designated Group which will be responsible for developing these 
changes to the Standards of Practice. The Designated Group includes Michael Banks (chair), 
Gavin Benjamin, Stephen Butterfield, Normand Gendron and Phil Rivard. 

 

ADP, MB 
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