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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:  June 4, 2012 

Subject: Notice of Intent – Reporting of Assumptions, Margins, Methods, and 
Related Rationales 

Deadline for comments:  July 31, 2012 
Document 212045 

INTRODUCTION 

Following a review of consistency between the various practice-specific standards, the 
Actuarial Standards Board (ASB) believes it would be in the interest of the public and the 
profession to revise the Standards of Practice to provide substantially uniform 
requirements for the reporting of assumptions, margins, methods, and related rationales 
for all areas of practice.  

SUMMARY OF PROPOSED CHANGES AND DESIRED OUTCOMES 

The ASB is proposing to revise subsection 1820 (Reporting: External User Report) of the 
General Standards of Practice to incorporate the following requirements: 

• A description of the assumptions and methods used for the work; 
• A description of the rationale for each assumption that is material to the actuary’s 

work; 
• A description of the margins for adverse deviations included with respect to each 

assumption where that is the case, and the rationale for each margin; 
• In the case of a periodic report, a description of changes in assumptions or 

methods since the prior calculation date, where applicable, and the rationale for 
such changes; and 

• Standard reporting language as to the appropriateness of assumptions and 
methods used for the work.  
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The ASB is also proposing to revise section 1800 (Reporting) to specifically distinguish 
requirements for a complete external user report on the actuary’s work and requirements 
for a brief formal statement of opinion which may be incorporated in materials prepared 
by the actuary’s employer or client, such as published financial statements. 

The ASB is also considering adding a general standards requirement to report, where 
appropriate, the aggregate provision for adverse deviations included, or report that there 
is no provision for adverse deviations where that is the case. This would represent a 
significant new requirement in some practice areas. 

The revised Standards of Practice would specify that assumptions, margins for adverse 
deviations, and methods specified by the terms of an engagement would be described as 
such and that would constitute sufficient rationale for their use. Similarly, assumptions, 
margins for adverse deviations, and methods required to be used by law would be 
described as such and that would constitute sufficient rationale for their use. 

Each of the practice-specific standards would be amended to remove requirements which 
become incorporated in the General Standards of Practice, subject to any remaining 
practice-specific differentiations which may be identified as necessary in the 
development of the revised Standards of Practice. 

This approach will have the benefit of promoting consistency between practice areas. 
Users of external reports prepared by an actuary will be assured of appropriate reporting 
regarding assumptions, margins for adverse deviations and methods used in the work. 
Usefulness of the reporting to users will be a key principle when drafting the proposed 
standards. 

TIMELINE  
The ASB hopes to publish an exposure draft in the fourth quarter of 2012. Final standards 
of practice would become effective in mid 2013.  

YOUR FEEDBACK  
The ASB is soliciting feedback on this notice of intent from members of the CIA and 
other stakeholders. Comments on the proposed changes are invited by July 31, 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. 
No other forums for obtaining feedback are currently contemplated. 

Feedback is particularly invited on the following issues:  

1. Are the proposed changes appropriate? 
2. Is a requirement to report the aggregate provision for adverse deviations, or report 

that there is no such provision, appropriate? 
3. Are there situations where the proposed requirements may not be appropriate and 

modifications may be needed? 

The ASB’s due process has been 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), Christiane Bourassa, Conrad Ferguson, Jay Jeffery, Isabelle Périgny, and Jacques 
Tremblay. 
 

ADP, MB 
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