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Memorandum 
 

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

From:  Jim Christie, Chair 
  Actuarial Standards Board 

  Michael Banks, Chair 
  Designated Group 

Date:  August 14, 2013 

Subject: Notice of Intent: International Standard of Actuarial Practice 1 and 
Reporting of Assumptions, Margins, Methods, and Related Rationales 

Comment Deadline:  October 31, 2013 
Document 213067 

INTRODUCTION 
On November 18, 2012, the Council of the International Actuarial Association approved 
International Standard of Actuarial Practice 1 – General Actuarial Practice (ISAP 1).  

The Actuarial Standards Board (ASB) agrees in principle that Canadian standards should be 
substantially consistent with international standards of actuarial practice. The subject matter 
of ISAP 1 is comparable to the contents of the Canadian General Standards of Practice (part 
1000). Part 1000 generally has more requirements and includes significantly more detailed 
guidance than ISAP 1. There are a small number of areas where ISAP 1 requirements go 
beyond the requirements of part 1000. The ASB is of the view that it would be desirable to 
revise part 1000 to ensure that work in compliance with the Canadian standards will also be 
in accordance with ISAP 1. 

The ASB issued a notice of intent (NOI) on June 4, 2012, with respect to reporting of 
assumptions, margins, methods, and related rationales. Comments received on that NOI were 
generally supportive but included some remarks relevant to the changes needed to align part 
1000 with the requirements of ISAP 1. Therefore, the ASB plans to develop a single 
exposure draft with regard to the ISAP 1 changes and the consistency of reporting changes 
after receipt of comments on this NOI. 

Regardless of these changes, the Canadian Standards of Practice (SOP) and not international 
standards of practice will continue to apply to work in Canada. 

http://www.actuaries.org/ISAP1/ISAP1_Final_WebVersion.pdf
http://www.cia-ica.ca/docs/default-source/2012/212045e.pdf
http://www.cia-ica.ca/docs/default-source/2012/212045e.pdf
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SUMMARY OF PROPOSED CHANGES AND DESIRED OUTCOMES 
The ASB is proposing to revise the SOP to incorporate the following requirements: 

1. Sensitivity analysis  
SOP paragraph 1820.09 would be revised to provide that “the actuary would consider and 
address the sensitivity of the methodology to the effect of variations in key assumptions 
where appropriate”, consistent with ISAP paragraph 3.7.7. SOP paragraph 1820.09 currently 
indicates that “reporting the sensitivity of the results to variations in assumptions is often 
useful”. 

2. Required opinion where assumptions are specified by the terms of engagement  
Part 1000 would be revised to require that where assumptions or methods are specified by the 
terms of engagement, the actuary would report the party that prescribed the assumptions and 
methods, and report either: 

• That such assumptions or methods are in accordance with accepted actuarial practice; 
• That such assumptions are not in accordance with accepted actuarial practice, and the 

reason that the assumptions or methods were selected by such other party rather than 
by the actuary; or 

• That the actuary is not qualified to determine, or is unable to determine without 
performing substantial additional work beyond the scope of the actuary’s 
engagement, whether or not such assumptions or methods are in accordance with 
accepted actuarial practice, and the reason that the assumptions or methods were 
selected by such other party rather than by the actuary. 

In addition, paragraph 3420.02 of the Practice-Specific Standards for Pensions, and 
paragraph 6420.02 of the Practice-Specific Standards for Post-Employment Benefit Plans, 
would be revised to eliminate the option of the actuary to express no opinion on assumptions 
selected by the preparers of financial statements. 

These changes would achieve consistency with ISAP 1 paragraph 3.8. 

3. Assumptions and methodology mandated by law and not otherwise appropriate 
Part 1000 would be revised to specify that when an assumption is mandated by law, the 
actuary would report that such assumption or methodology is mandated by law and that use 
of the actuary’s report would not necessarily be appropriate  for purposes other than that for 
which the mandated assumption or methodology is prescribed (consistent with ISAP 1 
paragraph 3.9). 

4. Independent peer review 
Part 1000 would be revised to require the actuary to consider to what extent, if any, part or all 
of a report should be independently peer reviewed and, where peer review is appropriate, 
select an appropriate reviewer. For this purpose it would be specified that independence 
means that the reviewer, who could be from the same firm, was not involved in the work to 
be reviewed. These changes would achieve consistency with ISAP 1 paragraph 3.11. 

5. Timeliness of Reporting 
Part 1000 would be revised to provide that reports should be issued within a reasonable 
period of time (consistent with ISAP paragraph 4.1). 
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TIMELINE  
The ASB hopes to publish an exposure draft in the first quarter of 2014. Final standards of 
practice would not be effective before the end of 2014.  

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 October 31, 2013. 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@cia-ica.ca. No 
other forums for obtaining feedback are currently contemplated. 

Feedback is particularly invited on the following issues:  

1. Should the ASB actively pursue consistency with emerging international standards of 
actuarial practice? 

2. 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 NOI. 

The ASB has created a designated group which will be responsible for developing these 
changes to the Standards of Practice. It includes Michael Banks (Chair), Christiane Bourassa, 
Conrad Ferguson, Jay Jeffery, Isabelle Périgny, and Jacques Tremblay. 

 

JC, MB 

mailto:michael.banks@mercer.com
mailto:chris.fievoli@cia-ica.ca
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SUMMARY OF PROPOSED CHANGES AND DESIRED OUTCOMES

The ASB is proposing to revise the SOP to incorporate the following requirements:

1. Sensitivity analysis 

SOP paragraph 1820.09 would be revised to provide that “the actuary would consider and address the sensitivity of the methodology to the effect of variations in key assumptions where appropriate”, consistent with ISAP paragraph 3.7.7. SOP paragraph 1820.09 currently indicates that “reporting the sensitivity of the results to variations in assumptions is often useful”.

2. Required opinion where assumptions are specified by the terms of engagement 

Part 1000 would be revised to require that where assumptions or methods are specified by the terms of engagement, the actuary would report the party that prescribed the assumptions and methods, and report either:

That such assumptions or methods are in accordance with accepted actuarial practice;

That such assumptions are not in accordance with accepted actuarial practice, and the reason that the assumptions or methods were selected by such other party rather than by the actuary; or

That the actuary is not qualified to determine, or is unable to determine without performing substantial additional work beyond the scope of the actuary’s engagement, whether or not such assumptions or methods are in accordance with accepted actuarial practice, and the reason that the assumptions or methods were selected by such other party rather than by the actuary.

In addition, paragraph 3420.02 of the Practice-Specific Standards for Pensions, and paragraph 6420.02 of the Practice-Specific Standards for Post-Employment Benefit Plans, would be revised to eliminate the option of the actuary to express no opinion on assumptions selected by the preparers of financial statements.

These changes would achieve consistency with ISAP 1 paragraph 3.8.

3. Assumptions and methodology mandated by law and not otherwise appropriate

Part 1000 would be revised to specify that when an assumption is mandated by law, the actuary would report that such assumption or methodology is mandated by law and that use of the actuary’s report would not necessarily be appropriate  for purposes other than that for which the mandated assumption or methodology is prescribed (consistent with ISAP 1 paragraph 3.9).

4. Independent peer review

Part 1000 would be revised to require the actuary to consider to what extent, if any, part or all of a report should be independently peer reviewed and, where peer review is appropriate, select an appropriate reviewer. For this purpose it would be specified that independence means that the reviewer, who could be from the same firm, was not involved in the work to be reviewed. These changes would achieve consistency with ISAP 1 paragraph 3.11.

5. Timeliness of Reporting

Part 1000 would be revised to provide that reports should be issued within a reasonable period of time (consistent with ISAP paragraph 4.1).

TIMELINE 

The ASB hopes to publish an exposure draft in the first quarter of 2014. Final standards of practice would not be effective before the end of 2014. 

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 October 31, 2013. 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@cia-ica.ca. No other forums for obtaining feedback are currently contemplated.

Feedback is particularly invited on the following issues: 

1. Should the ASB actively pursue consistency with emerging international standards of actuarial practice?

2. 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 NOI.

The ASB has created a designated group which will be responsible for developing these changes to the Standards of Practice. It includes Michael Banks (Chair), Christiane Bourassa, Conrad Ferguson, Jay Jeffery, Isabelle Périgny, and Jacques Tremblay.



JC, MB
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