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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 

Conrad Ferguson, Chair 
Designated Group 

Date: May 31, 2013 

Subject: Exposure Draft for Standards of Practice – Revision to the Practice-
Specific Standards for Pension Plans – Mortality Assumption for 
Pension Commuted Values and Promulgation of Mortality Table 

Comment deadline: July 5, 2013 

INTRODUCTION 
The exposure draft for Standards of Practice – Revision to the Practice-Specific 
Standards for Pension Plans – Mortality Assumption for Pension Commuted Values and 
Promulgation of Mortality Table was approved for distribution by the Actuarial 
Standards Board (ASB) on May 23, 2013. 

The exposure draft would revise paragraph 3530.01 (Demographic Assumptions) of the 
Practice-Specific Standards for Pension Plans to incorporate a promulgation clause for 
the mortality table prescribed for use in the calculation of pension commuted values. 

Since the revision removes the reference to the current mortality table from the standard 
the ASB proposes to promulgate the use of the current prescribed mortality table (UP94), 
including generational projection using projection scale AA, effective at the same time as 
the revisions to the standards are effective. This memo forms part of the exposure process 
and meets the “Initial Communication” requirement for promulgations referred to in 
Section E of the ASB’s Policy on Due Process for the Adoption of Standards of Practice. 

BACKGROUND 
The ASB created a Designated Group (DG) which is responsible for developing these 
revisions to the Standards of Practice. The DG includes Conrad Ferguson (chair) and 
Laura Newman. 
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A notice of intent (NOI) on this topic was issued on March 6, 2013 with a comment 
deadline of March 26, 2013.  

The NOI indicated that revisions would be made to the standard to allow for a 
promulgation clause, but that there was no intent to immediately change the applicable 
mortality assumptions. It also indicated that the proposed change only allows for a more 
effective and consistent process to change the promulgated assumption when required in 
future. 

Details on the due process for promulgation of an assumption can be found in section E 
of the ASB Policy on Due Process for Adoption of Standards of Practice and are 
summarized below.  

1. A Designated Group would be set up by the ASB to review the promulgated 
assumption and prepare an initial draft communication to members. With respect 
to the calculation of pension commuted values, this initial draft communication 
would be discussed with the Committee on Pension Plan Financial Reporting 
(PPFRC) prior to being issued. 

2. The ASB would review the initial draft communication prepared by the DG and 
decide to issue the initial communication, require changes, or to not proceed with 
the revision to the promulgated assumption. 

3. Once approved by the ASB, the initial communication would then be issued to the 
membership and other interested parties for comments. There would be an 
appropriate period to make comments. A report would then be prepared on the 
comments received and discussed by the DG. The DG would then report back to 
the ASB. 

4. If major concerns arise out of the comments received, a revised communication 
may be issued with opportunity to comment further. 

5. Once all due process is followed, the ASB would issue a final communication 
with the revised promulgated assumption. Typically, the effective date of the 
revision would take into consideration any practical matters associated with 
implementing a new promulgated assumption and would normally be at least 
three months after the final communication is published. 

MAJOR COMMENTS ON NOI AND DESIGNATED GROUP RESPONSE  
Comments were received from four individual actuaries and one consulting firm. 

All four individual actuaries support the change. However, there were cautionary 
comments from two of the respondents. 

One of the comments was aimed at ensuring consistent treatment of rules for calculation 
of commuted values and marriage breakdown values. The DG agrees that this is 
important and notes that the mortality assumption for the calculation of marriage 
breakdown values is already set by promulgation and the proposed change to the 
commuted value standard will result in the two standards being consistent. 

The other actuary who commented was concerned that owing to the far reaching 
implications of a change in the mortality table, a three month due process for changing 
the mortality table is too short. He favoured a six month period. Some of the reasons are 

http://www.cia-ica.ca/docs/default-source/2013/213013e.pdf
http://www.cia-ica.ca/docs/default-source/2012/212021e.pdf
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the need to change administration systems and procedures and the need for some pension 
regulations to be amended to refer to the revised standard. 

The DG notes that these are valid considerations that will need to be considered 
depending on the nature of the change when a new mortality table is adopted (which will 
be at some future date). If there are methodology considerations, these should be taken 
into account in establishing the effective date of any such new mortality table.  

Getting input and understanding from the regulators is part of the process for adopting 
this change to the standard. 

The consulting firm opposes the change proposed in the NOI. The concerns expressed on 
timing above are among the reasons they argue against a promulgation clause for 
commuted values. They also express concern regarding the complexity and judgment 
required in developing a new mortality table and improvement scale and point out that 
the Pension Experience Subcommittee’s research report will be initially released in draft 
form and adopting it may not necessarily be appropriate for commuted value purposes. 
Further, pension commuted values have far reaching implications for defined benefit 
pension plan members and sponsors, and they feel any changes should be subject to the 
regular due process for adoption of standards. As a result, they feel that the current 
approach of having the mortality table hard coded in the standards is appropriate. 
The DG acknowledges that the concerns raised are valid. However, the DG considers the 
proposed change as reasonable since it will not affect current practice and the ASB will 
need to consider the appropriateness of any new mortality table it proposes to promulgate 
in the future. Additionally, the DG acknowledges that care will be required regarding the 
selection of an effective date for a new mortality table in the future.  

COMMENTS ON THE EXPOSURE DRAFT 
The ASB is soliciting comments on the exposure draft and the proposal to promulgate the 
current mortality table at the same time from members of the CIA and from other 
stakeholders by July 5, 2013. Please send them to Conrad Ferguson at 
cferguson@morneaushepell.com, with a copy to Chris Fievoli at  
chris.fievoli@cia-ica.ca.  

No specific forums for comments, other than through submission of written comments, 
are planned regarding this revised exposure draft. 

DUE PROCESS 
The ASB’s Policy on Due Process for the Adoption of Standards of Practice was 
followed in the development of the exposure draft. 

TIMELINE AND EFFECTIVE DATE 
It is the responsibility of the ASB to make final decisions regarding the revised Standards 
of Practice and promulgations. The ASB hopes to adopt final standards in the third 
quarter of 2013 to be effective no later than November 1, 2013 and to promulgate the 
current mortality table at the same time. Early adoption is not relevant to this proposed 
change as current practice is not affected by the proposed change. 

 

ADP, CF 

mailto:cferguson@morneaushepell.com
mailto:chris.fievoli@cia-ica.ca
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3530.01 Page 3033  Effective February 1, 2005 
Revised May 1, 2006; December 8, 2008; March 26, 2009; June 3, 2010; Month XX, 2013 

3530 DEMOGRAPHIC ASSUMPTIONS 
.01 Except for situations specifically noted below, the actuary should assume: 

• Separate mortality rates for male and female members; and 

• If the valuation date is on or before January 31, 2011, mortality rates equal to the 
UP-94 Table projected forward to the year 2020 using mortality projection Scale 
AA1 (UP-94@2020); or 

• If the valuation date is on or after February 1, 2011, mortality rates equal to the 
UP-94 Table with generational projection using mortality projection scale AA. 

• Mortality rates in accordance with a mortality table promulgated from time to 
time by the Actuarial Standards Board for the purpose of these calculations. 

.02 No adjustment should be made to reflect the health or smoker status of the member. 

.03 The current age of the plan member should be used when valuing an immediate pension. 

.04 If the plan provides a contingent benefit only to the person who is the plan member’s spouse at 
the date of termination of membership, the actual age of the spouse, if any, should be used in the 
computation. If this information cannot be obtained, an appropriate proportion married and age 
difference between the plan member and spouse should be assumed. 

.05 Where the plan provides a contingent benefit to a plan member’s spouse and a change in the 
member’s marital status after the valuation date is relevant to the determination of the commuted 
value, the actuary should make an appropriate assumption concerning the likelihood of there 
being an eligible spouse, and the age of that spouse, at the time of death. 

.06 When valuing deferred pensions, including deferred pensions for a plan member who may also 
be entitled to an immediate pension, the normal retirement age should be used, except in the 
situation where the terminated plan member has the right to elect an earlier commencement date 
and the consequent early retirement pension exceeds the amount that is of actuarial equivalent 
value to the pension payable at normal retirement age. The retirement age should be determined 
in a manner consistent with paragraph 3520.09. [Effective  April 1Month XX, 201309] 

.07 The demographic assumptions would be the same for all types of immediate and deferred 
pensions. 
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