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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: April 23, 2014 

Subject: Exposure Draft for Standards of Practice – Revisions to the General 
and Practice-Specific Standards – Consistency of Reporting and 
Conformance with International Standard of Actuarial Practice 1 

Comment deadline: June 27, 2014 

INTRODUCTION 
The exposure draft for Standards of Practice – Revisions to the General and Practice-
Specific Standards – Consistency of Reporting and Conformance with International 
Standard of Actuarial Practice 1 was approved for distribution by the Actuarial Standards 
Board (ASB) on April 8, 2014. 

BACKGROUND 
The ASB created a designated group (DG) responsible for developing these revisions to 
the Standards of Practice. The DG consists of Michael Banks (Chair), Christiane 
Bourassa, Conrad Ferguson, Jay Jeffery, Isabelle Périgny, and Jacques Tremblay. 

A notice of intent, Reporting of Assumptions, Margins, Methods, and Related Rationales 
(the Reporting NOI), was issued on June 4, 2012.  

Comments on the Reporting NOI were received from 11 individual actuaries, two 
actuarial consulting firms, the Committee on Property and Casualty Insurance Financial 
Reporting (PCFRC) of the Canadian Institute of Actuaries (CIA), and the UK’s Financial 
Reporting Council (FRC). 

A notice of intent, International Standard of Actuarial Practice 1 and Reporting of 
Assumptions, Margins, Methods, and Related Rationales (the ISAP NOI), was issued on 
August 14, 2013. 

Comments on the ISAP NOI were received from three individual actuaries, one actuarial 
consulting firm and the Committee on Actuarial Evidence (AEC) of the CIA. 

http://www.actuaries.ca/members/publications/2012/212045e.pdf
http://www.actuaries.ca/members/publications/2013/213067e.pdf
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PROPOSED CHANGES 
The exposure draft includes proposed changes pursuant to both the Reporting NOI and 
the ISAP NOI, as follows: 

• Revision of paragraph 1810.04 (Standard Reporting Language) to clarify that an 
actuary’s opinion may be incorporated in an employer or client’s report, such as 
financial statements, without such report being subject to the requirements of the 
standards for external user reports; 

• Revisions to subsection 1820 (Reporting: External User Report) of the General 
Standards to incorporate the following requirements: 

• A description of the assumptions used for the work, including the extent of 
any related margins for adverse deviations; 

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

• A description of the methods used for the work; 
• In the case of a periodic report, a description of the rationale for any 

inconsistency in assumptions or methods since the prior report; 
• An opinion as to the appropriateness of assumptions and methods used for 

the work; 

• To specify that the actuary would consider and address the sensitivity of  
the results to the effect of variations in key assumptions where 
appropriate; 

• To clarify that assumptions and methods specified by the terms of an 
engagement or mandated by law would be described as such and that 
would constitute sufficient rationale for their use; 

• To provide that where an assumption or method is mandated by law, the 
actuary would, if relevant, disclose that use of the report may not be 
appropriate for purposes other than that for which the report was prepared 
subject to an exception for Actuarial Evidence work; 

• To provide that the actuary would opine that assumptions or methods 
specified by the actuary’s terms of engagement are appropriate if they fall 
within the range of accepted actuarial practice. Otherwise the actuary 
would report that particular assumptions or methods are not in accordance 
with accepted actuarial practice or that the actuary is unable to judge 
whether particular assumptions or methods are in accordance with 
accepted actuarial practice without performing substantial work. An 
exception to these requirements is provided for Actuarial Evidence work; 
and 

• To provide that the actuary would issue his or her report within a 
reasonable time period with regard to the actuary’s terms of engagement 
and the needs of report users. 

• Revision of paragraph 1830.02 to clarify the circumstances under which an 
abbreviated internal user report may be appropriate; 
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• Addition of a new subsection 1850, which requires the actuary to consider to what 
extent, if at all, a report should be independently peer reviewed; 

• Revision of the practice-specific standards of practice to eliminate requirements 
covered by the revised General Standards and provide greater consistency (there 
are no changes proposed in part 2000 – insurance-specific standards); and 

• Revisions that would incorporate minor adjustments and formatting for 
consistency with current standards development practices. 

MAJOR COMMENTS ON REPORTING NOI AND DESIGNATED GROUP 
RESPONSE 
Reporting of Aggregate Provision for Adverse Deviations 
A large proportion of the comments received related to the possible addition to the 
General Standards of a requirement to report, where appropriate, the aggregate provision 
for adverse deviations or report that there is no provision for adverse deviations where 
that is the case. The majority of these comments suggested that such a requirement would 
not be appropriate for various reasons, including: 

• The information is easily misunderstood without substantial supporting 
explanation; 

• Aggregate provisions would not be comparable between insurance companies or 
over time because of differences in business mixes; and 

• The cost of preparing this information for pension plans may not be justifiable. 
Considering these comments, the DG has determined that it is not appropriate to proceed 
with a requirement of this type in the General Standards. 

General vs. Practice-Specific Standards 
One consulting firm commented that, as a result of practice-specific differences, it is 
more appropriate to maintain all reporting requirements for practice-specific work within 
the applicable practice-specific standards of practice. 

The DG notes that the General Standards already include common reporting requirements 
for work in all practice areas with additional requirements in the practice-specific 
standards. The proposed changes are consistent with this structure. The approach is also 
consistent with U.S. and UK standards of practice, which each have a separate standard 
on reporting, covering all areas of practice, in addition to practice-specific standards. 

Scope of Reporting 
One consulting firm commented that: 

“. . . a description of the margins for adverse deviations, changes in assumptions or 
methods since the previous calculation date, and underlying rationale should be 
disclosed for the main margins or changes in assumptions or methods, not for each 
one.” 

The PCFRC commented that clear definitions of “assumptions” and “methods” would be 
needed to provide clarity as to the extent of reporting required. 
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The DG notes that the proposed revisions would require the actuary to “provide the 
rationale for each assumption that is material to the actuary’s advice” (emphasis added). 
Similar requirements have been in effect under the practice-specific standards for pension 
plans since December 31, 2010. The DG is not aware of substantial issues in complying 
with the requirements in the pension practice area. The CIA Practice Council and its 
practice committees might develop applicable guidance in this area if necessary. 

Opinion on Assumptions, Margins, or Methods Specified by Terms of Engagement 
One consulting firm commented that it would be appropriate for the actuary to provide an 
opinion on the appropriateness of assumptions, margins for adverse deviations, and 
methods specified by the terms of the actuary’s engagement. 

Considering the requirements of ISAP 1, the DG is proposing to require the actuary to 
opine on assumptions and methods specified by the term of engagement on a basis 
similar to that required by ISAP 1 subject to an exception for Actuarial Evidence work. 

UK Standards Comparison 
The FRC provided a comparison between the proposals in the NOI and the requirements 
of the UK Technical Actuarial Standards. They conclude as follows: 

“We are reassured by the ASB’s proposals concerning reporting of assumptions as the 
proposals are similar to the approach we have adopted in our generic standards for 
reporting the results of actuarial work.” 

MAJOR COMMENTS ON ISAP NOI AND DESIGNATED GROUP RESPONSES 
Should the ASB actively pursue consistency with emerging international standards 
of practice? 
The Actuarial Evidence Committee (the “AEC”) indicates that there is little value to this 
goal from the actuarial evidence perspective. In its view, a more appropriate goal may be 
to avoid contradictions between Canadian and international standards. 

One individual suggests that Canada should not pursue convergence unless other 
countries are also moving to convergence with the ISAPs. 

The DG notes that it is not proposed to adopt ISAP 1, at this time, but rather to align 
Canadian standards to minimize any inconsistencies in application of the two standards. 

Sensitivity analysis 
A consulting firm suggests that the terminology “sensitivity of methodology” as used in 
ISAP 1 is unclear, that the wording should not reference a “reasonable range” that might 
be difficult to interpret and should not impose unnecessary requirements that may be of 
little value to clients. 

The AEC indicates that any wording adopted should not override existing paragraph 
1720.07 of the standards, which provides guidance regarding the utility of reporting 
results using an alternative to assumptions for which the actuary takes responsibility. 

The DG is of the view that the wording proposed in the exposure draft is sufficiently 
flexible to meet the criteria suggested by these comments. 
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Required opinion where assumptions are specified by the terms of engagement 
The AEC indicates that it would be problematic to opine on certain types of assumptions 
that may be stipulated in the terms of engagement, for example: 

• Life expectancy based on a medical opinion; 
• Assumptions based on a particular interpretation of law, regulation, or legal 

precedent; or 
• Assumptions agreed upon by parties to a dispute. 

The AEC also suggests that any changes adopted should not conflict with existing related 
requirements of the actuarial evidence practice-specific standards. 

One consulting firm indicates that many of its actuaries and clients would prefer to retain 
the option to express no opinion on assumptions selected by the preparers of financial 
statements, as is the prevalent practice. 

One individual comments that the option to express no opinion on assumptions selected 
by the preparers of financial statements is inappropriate and should be removed from the 
standards. This commenter indicates that users of actuarial work would properly expect 
the actuary to specify that their work is in accordance with the Standards of Practice or 
provide appropriate qualification where it is not. Expressing no opinion on assumptions 
used in the work does not fulfil this requirement. Further, continuance of this practice 
may be contrary to the CIA’s Rules of Professional Conduct or the Guiding Principles. 

One individual comments that it should be clear that the proposed option to report that 
“the actuary is not qualified 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”, 
which is taken from ISAP 1, would be permitted in the context of assumptions selected 
by the preparers of financial statements. 

The DG has concluded that the actuary should generally opine on assumptions and 
methods used for all work consistent with the ISAP 1 requirements. However, exceptions 
have been provided in the Actuarial Evidence practice specific standards consistent with 
the particular requirements of those standards. 

Assumptions and methodology mandated by law and not otherwise appropriate 
The AEC comments that Actuarial Evidence reports are prepared for very specific 
purposes and there would be no reason to contemplate their use for other purposes. In this 
context, the proposed disclosure is unnecessary and could be misleading. 

The DG has worded the stipulated disclosure to be provided “if relevant”, which would 
except the type of reports referred to by AEC. 

Independent peer review 
The AEC comments that peer review is not appropriate for most AE work since the 
actuary would be providing his or her personal expert opinion. 

One consulting firm suggests that the independent peer reviewer should not have been 
substantially involved in the work. 
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The DG is of the view that the proposed changes are consistent with these comments. 
Peer review would not be required where the actuary does not consider it appropriate, as 
would apply to the cited AE work. 

Timeliness of Report 
One consulting firm indicates that the timeliness of reporting is best dealt with in the 
terms of the actuary’s engagement rather than as a matter of standards. 

The AEC indicates that timeliness of reporting is a business matter rather than a standards 
issue, that determination of what is a “reasonable” time frame is very uncertain and that 
the CIA Rules of Professional Conduct would require an actuary to respond in an 
appropriate manner. 

The DG is of the view that a reasonability standard, as specified in ISAP 1, is 
appropriate. 

COMMENTS ON THE EXPOSURE DRAFT 
The ASB is soliciting comments on the exposure draft from members of the CIA and 
other stakeholders by June 27, 2014. Please send them to Michael Banks 
at michael.banks@mercer.com, with a copy to Chris Fievoli at Chris.Fievoli@cia-ica.ca. 

Feedback is specifically requested on whether any practical difficulties are foreseen in 
complying with the proposed changes. 

No specific forums for expressing comments, other than through submission of written 
comments, are planned regarding this 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. The ASB hopes to adopt final standards in the third quarter of 2014, to be 
effective no later than December 31, 2014. Early adoption will likely be permitted. 

 

JC, MB 

mailto:michael.banks@mercer.com
mailto:Chris.Fievoli@cia-ica.ca
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1800 REPORTING 

1810 STANDARD REPORTING LANGUAGE 
.01 The actuary’s external user report should incorporate any standard reporting language applicable 

to the work. [Effective December 1, 2002] 

.02 The practice-specific standards for work describe any applicable standard reporting language. 

.03 The purpose of standard reporting language is to simplify the actuary’s communication with users 
by creating a clear, easy to recognize, distinction between the usual situation and the unusual 
(sometimes problem) situation.  The standard reporting language, while abbreviated, acquires 
precision by the convention that the situation is usual if there is no reservation.  Any reservation is 
disclosed in a special paragraph and described either there or by reference.  Standard reporting 
language is thus similar to the auditor’s standard report on financial statements. 

.04 The standard reporting language may comprise a completebe incorporated in a report prepared 
by the actuary’s employer or client report; for example, an appointed actuary’s report with 
respect to the financial statements of an insurer, a pension plan or a public personal injury 
compensation plan.  Alternatively, it may be included in a larger report; for example, a report 
giving advice on funding a pension plan.Such a report does not constitute an external user report. 

.05 Here is the skeletal structure of standard reporting language. 

Addressee, which usually identifies the client or employer. 

Scope paragraph, which describes the work and its purpose and says that the work 
was done in accordance with accepted actuarial practice in Canada in a usual 
situation, or that it was done in accordance with accepted actuarial practice in 
Canada “except as described in the following paragraph” in an unusual situation. 

Reservations paragraph (omitted in the usual situation), which either compares the 
particular (unusual) situation to the usual situation or refers to that comparison 
elsewhere. 

Opinion paragraph, which reports the actuary’s opinion, without reservation in a 
usual situation and with reference to the reservations paragraph in an unusual 
situation.  The opinion paragraph either reports the result of the work, which is 
practical only if the result is short, or references its location. 

Identification of the actuary. 

Report date. 
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1820 REPORTING: EXTERNAL USER REPORT 
.01 In an external user report, the actuary should 

identify the client or employer, 
describe the work, its purpose, and its users, 
say whether or not the work is in accordance with accepted actuarial practice in 
Canada and, if not, disclose the deviation from that practice, 
if useful, disclose any unusual application of accepted actuarial practice, 
disclose any aspect of the work for which the actuary does not take responsibility, 
describe each the assumptions used for the work, that isare material to the 
actuary’s advice, including the extent of any margin for adverse deviations 
included with respect to each such assumption, 
provide the rationale for each such assumption that is material to the actuary’s 
advice,  
disclose any assumption that is different from assumption of continuance of the 
status quo and, if practical, useful and appropriate under the terms of the 
engagement, disclose the effect of alternative assumptions, 
describe the methods used for the work, 
in the case of a periodic report, disclose any inconsistency between the methods 
and assumptions of the current and prior reports and the rationale for such 
inconsistency, 
describe any subsequent event that is not taken into account in the work, 
disclose any reservation, 
express an opinion on the methods and assumptions used for the work, 
express an opinion on the results of the work, 
identify himself or herself and sign the report, and 
date the report. [Effective Month XX, 201X] 

.02 Any description or disclosure may be in material referred to in the report and either accompany 
the report or plausibly be available to users. 

.03 Subsequently, the actuary should respond to a user’s request for explanation except if that is 
contrary to the terms of the engagement. 

.04 Subsequently, the actuary should withdraw or amend the report if information comes to hand 
after the report date that invalidates the report. 
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.05 A duty of confidentiality in an appropriate engagement supersedes any of the foregoing portions 
of this recommendation with which it conflicts, but does not supersede an actuary’s obligations 
to the Canadian Institute of Actuaries, pursuant to the bylaws or the Rules of Professional 
Conduct. [Effective December 1, 2002] 

Description and disclosure in general 
.06 The range of appropriate reports is relatively narrow for external user reports as compared to that 

for internal user reports.  An external user report would be relatively formal and detailed when 
the actuary does not communicate directly with users or when the interests of an external user 
and of the actuary’s client or employer are not the same. 

.07 Appropriate description and disclosure in a report strike a balance between too little and too 
much.  Too little disclosure deprives the user of needed information.  Too much disclosure may 
exaggerate the importance of minor matters, imply a diminution of the actuary’s responsibility 
for the work, or make the report hard to read. 

.08 The appropriate criterion for description and disclosure is the question, “What qualitative and 
quantitative information best serves the user’s understanding and decision-making?”  The 
question, “What information does the user want?”, is an insufficient criterion because the 
circumstances of a case may make the actuary aware of information needs of which the user is 
unaware. 

.09 The actuary would consider and address  Reporting the sensitivity of the results to the effect of 
variations in key assumptions is often usefulwhere appropriate. 

.10 Disclosure need not necessarily be in the report itself except if its importance so warrants or if it 
cannot be referenced in material available to users.  Disclosure in a short report may place undue 
emphasis on the information disclosed. 
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.11 An unintended reservation misleads the user if it implies either that there was a deviation from 
accepted actuarial practice or that the actuary does not take full responsibility for the work.  The 
following are examples. 

Approximation is a usual part of work.  Even a moderately complex calculation 
may involve many approximations.  Disclosure of an appropriate approximation 
may mislead the user by implying that the actuary’s work falls short of accepted 
actuarial practice. 

Use of another person’s work is also a usual part of work.  If the actuary does not 
take responsibility for the used work, then disclosure is appropriate.  Disclosure if 
the actuary does take responsibility for the used work may mislead the user. 

Deviation from a particular recommendation or other guidance in the standards 
when the result of doing so is not material is also a usual part of work and its 
disclosure is undesirable. 

The work, its purpose, and its users 
.12 Description of the work usually includes the calculation date and the numerical result.  If the 

work is required by law, then citation of the law is useful. 

.13 The amount of detail depends mainly on the needs of users.  A separate report may be desirable 
for a particular user (usually a regulator) whose desire for detail significantly exceeds that of 
other users. 

.14 Description of the purpose of the work and its users permits another person to assess its 
appropriateness to his or her needs and may thereby avoid unintended use of the work. 

.15 The users comprise the addressee(s) of the report, and any others explicitly identified in the 
report.  Where a report has more than one user, the actuary would have regard to the information 
of value to each user in determining appropriate disclosure. 

Accepted actuarial practice 
.16 If the work is in accordance with accepted actuarial practice, then a simple statement to that 

effect is a powerful statement, and reassuring even to a user with a limited understanding of what 
accepted actuarial practice is.  If the work is not in accordance with accepted actuarial practice, 
then a statement that it is, except for specified deviations, is a concise description. 

.17 Any deviation from accepted actuarial practice would result from either conflict with law or 
conflict with the terms of an appropriate engagement. 

.17.1 For work in Canada, the actuary would refer to “accepted actuarial practice in Canada”, or use 
other language of equivalent meaning and clarity. 
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.17.2 For work outside of Canada, the actuary may choose to refer to 

“accepted actuarial practice in [country]”, if the guidance of a foreign jurisdiction 
has been applied to the work, 

“internationally accepted actuarial practice”, if the guidance of the International 
Actuarial Association has been applied to the work, or 

“accepted actuarial practice in Canada”, if Canadian guidance has been applied to 
the work because of the absence of applicable foreign guidance. 

Unusual application of accepted actuarial practice 
.18 The actuary would not usually report a deviation from a particular recommendation or other 

guidance in the standards as a result of an unusual or unforeseen situation. 

.19 If, as is common, accepted actuarial practice for an aspect of the work encompasses a range, then 
the actuary usually reports the work as being in accordance with accepted actuarial practice 
without drawing particular attention to his or her selection within the range.  Disclosure of the 
selection, and of the reason for selecting it, is appropriate, however, if it is  

specified mandated by law or specified by the actuary’s client or employer, 

excluded from the accepted range by an exposure draft or by approved, but not 
yet effective, new standards, 

inconsistent with the corresponding assumption of a prior periodic report, 

dependent on a special permissive feature in the law for its acceptability, or 

unusual or controversial. 

Limitation to actuary’s responsibility 
.20 Any diminution of the actuary’s responsibility for the work as a result of an engagement whose 

terms call for a deviation from accepted actuarial practice would be disclosed. 

Disclosure of assumptions 
.21 Disclosure of an assumption includes its description, and, if practical, useful and appropriate 

under the terms of the engagement, quantification of the financial impact of alternative 
assumptions. 

.21.1 Where an assumption or method is mandated by law or specified by the terms of the actuary’s 
engagement, a statement to that effect constitutes an appropriate rationale for that assumption or 
method. 
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.21.2 Where an assumption or method is mandated by law, the actuary would, if relevant, disclose that 
use of the report, based on the mandated assumption or method, may not be appropriate for 
purposes other than that for which the report was prepared. 

Subsequent event not taken into account in the work 
.22 An example of a subsequent event not taken into account in the work is a non-retroactive 

increase in the benefits of a pension plan for which the actuary is advising on funding.  The 
actuary would describe the increase, report that it was not taken into account in the current 
advice on funding but that it will be taken into account in future advice.  If useful, the actuary 
would quantify its effect, for example by reporting the pro forma effect on the recommended 
funding if the benefit increase were effective immediately before the calculation date. 

Reservations 
.23 A report with reservation may be undesirable but is unavoidable in the following examples. 

The actuary was obliged to use the work of another person and has doubts about 
the appropriateness of so doing. 

The actuary was obliged to use insufficient or unreliable data. 

There was an undue limitation to the scope of the actuary’s work.  For example, 
the time, information, or resources contemplated by the terms of the engagement 
did not materialize. 

There is an unresolved conflict of interest.  Rule 5 (Conflict of Interest) permits 
the actuary who has a conflict of interest to perform professional services if stated 
conditions are met.  In reporting with respect to such a case, it is good practice to 
note the conflict and confirm that the conditions are met.  If, as a result of an 
apparent but not actual conflict, a user might doubt the actuary’s objectivity, then 
it is useful to report why the conflict is not real.  There is no conflict of interest, 
however, merely because a user and the actuary’s client or employer have 
conflicting interests. 

.24 The actuary would report any remedy, underway or expected, to the problem causing the 
reservation. 

.25 A serious reservation may call for consulting with another actuary or obtaining legal advice. 
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.26 Barring explicit disclosure to the contrary in the report, the user is entitled to assume that 

the work is in accordance with accepted actuarial practice and no reservation is 
required, 

the actuary takes responsibility for all of the work, and 

if a periodic report, then the method is the same as that in the prior report and the 
assumptions are consistent with those in the prior report. 

Opinion 
.27 In giving an opinion, the actuary would begin with “In my opinion...” which is a signal that the 

actuaryhe or she is giving a formal, professional opinion on a matter within the domain of 
actuarial practice.  The actuary would add appropriate qualification when giving an opinion on a 
matter outside that domain but on which he or she is able to comment.  For example, 

“The valuation of Mrs. Smith’s life interest in Mr. Smith’s estate, and the residual 
value, both depend on the future value of the residential property which makes up 
the bulk of that estate.  An assumption about future real estate values for any 
given property is outside the domain of actuarial practice but, in my opinion, it is 
reasonable to assume that property values will generally continue to increase over 
time at the same rate as inflation.” 

.28 It may be better to disclose an assumption selected by the client or mandated by law without 
giving an opinion on it; for example, 

“On your [lawyer-client’s] instruction, I have assumed that the career path of the 
[injured high school student] is to complete her high school education and then to 
obtain an undergraduate university degree.” 

With respect to any assumptions or methods specified by the actuary’s client or employer, the 
actuary would: 

If the actuary considers such assumption or method to fall within the range of accepted 
actuarial practice, opine that the assumption or method is appropriate;  

If the actuary considers such assumption or method to not be in accordance with accepted 
actuarial practice, report that the assumption or method is not in accordance with 
accepted actuarial practice and report that the assumption or method was specified by the 
actuary’s client or employer, as applicable;  

 

If the actuary is unable to easily determine whether the assumption or method is in 
accordance with accepted actuarial practice, report that the assumption or method may 
not be accordance with accepted actuarial practice and report that the assumption or 
method was specified by the actuary’s client or employer, as applicable. 
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Identification 
.29 For work in Canada, the actuary would usually identify himself or herself simply as “Fellow, 

Canadian Institute of Actuaries” (or “FCIA” if users recognize the abbreviation), especially 
when Fellowship in the CIA is required or expected for the work.  To add additional 
identification, such as 

the actuary’s relationship with the client or employer (e.g., “Vice-President and 
Actuary” or “Consulting Actuary”), or 

the actuary’s other professional qualification (e.g., “Fellow of the Casualty 
Actuarial Society”) 

may be appropriate but may create confusion about the actuary’s qualification to sign the report 
and about the standards governing the work, and may diminish the standing of the Canadian 
Institute of Actuaries. 

Report date 
.30 In reporting an opinion, the actuary would consider all available information up to the report 

date, including subsequent events if the report date is after the calculation date. 

.31 The report date would usually be the date at which the actuary has substantially completed the 
work.  The remaining effort may include peer review, typing and photocopying the report, and 
compilation of documentation. 

.32 The date the actuary signs and delivers the report would be as soon thereafter as practical.  If 
there is an unavoidably long delay, however, then the actuary would consider any additional 
subsequent events which would result from a current report date. 

.32.1 The actuary would issue the report within a reasonable time period with regard to the actuary’s 
terms of engagement and the needs of the users of the report. 

Withdrawal or amendment of a report 
.33 After the report date, the actuary has no obligation to seek additional information which, if 

known at the report date, would have been reflected in the work, but, if additional information 
comes to hand, the actuary would consider if it affects the report.  Additional information affects 
the report if it 

reveals a data defect or a calculation error, 

provides additional information about the entity which is the subject of the report 
as that entity was at the calculation date, 

retroactively makes that entity different at the calculation date, or 

makes that entity different after the calculation date and a purpose of the work 
was to report on the entity as it would be as a result of the information. 
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.34 That additional information consists of both external information and internal discovery of an 
error in the work.  Its classification is similar to the classification of subsequent events.  That is, 
if the additional information were a subsequent event, and if it would have to be taken into 
account in the data, methods, or assumptions for the work, then it would affect the report.  It does 
not affect the report if it makes the entity, which is the subject of the report, different after the 
calculation date and a purpose of the work is to report on the entity as it was at the calculation 
date; for example, if the additional information changes the outlook for the entity which would 
lead the actuary to select different assumptions at the next calculation date for a periodic report. 

.35 If the actuary determines that the event affects the report, the actuary would determine whether 
the event invalidates the report.  If the actuary determines that the event does not invalidate the 
report, then the actuary would consider whether to inform some or all of the users of the report 
about the event. If the actuary determines that the event invalidates the report, the actuary would 
withdraw or amend the report.  If the actuary withdraws or amends a report, then he or she would 
seek agreement with the client or employer on the notification to be given to users and on the 
preparation of an amended or replacement report in cases where there is no legal requirement to 
do so.  Failing such agreement, the actuary would consider seeking legal advice on the discharge 
of his or her responsibilities, taking consideration of the fact that, to the extent practical and 
useful, all users should so be informed. 

.36 The following examples are intended to assist actuaries in determining whether an event of 
which the actuary becomes aware after the report date may be worthy of disclosure to the users 
of the report or may require the report to be withdrawn or amended; 

if an event affects a report, but that report has been superseded by another report, 
typically no action would be taken with respect to the prior report, 

if an event materially affects the financial position, financial condition or funded 
status of a pension plan, but does not materially affect the funding of the plan, it 
may be sufficient to disclose the event to the users of the report rather than 
withdraw or amend the report, 

if an event results in a situation where an assumption used in the work is 
obviously erroneous, but the assumption was reasonable at the report date, the 
actuary would typically, not withdraw or amend the report, but would reflect the 
event in a subsequent report, 

if an actuary has prepared a report that provides advice on the funding of a 
pension plan and, subsequent to the report date discovers an error in the report, 
and the funding recommendations contained in the report would change 
materially if the error were corrected, the actuary may determine that it is 
appropriate to withdraw or amend the report. 
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1830 REPORTING: INTERNAL USER REPORT 
.01 In the case of an internal user report, the actuary may appropriately abbreviate the 

recommendation for external user reports. [Effective December 1, 2002] 

.02 The range of appropriate reports is wider for internal user reports than for external user reports.  
At one end of the range, a formal internal user report may differ little from an external user 
report.  At the other end of the range, an informal, abbreviated, even oral, report may suffice for 
an representative of the actuary’s employer or client  officer with whom the actuary 
communicates frequently and who is well-versed in the subject of the report.  To abbreviate the 
standards for an internal user report is efficient for both the actuary and the user provided that 
complete and clear communication is not thereby compromised. 

1840 REPORTING: ORAL REPORT 
.01 Oral reporting, especially to an internal user, is both useful and inevitable in some situations.  

The disadvantage of oral reporting is that the actuary and user may have differing recollections 
of what was reported.  It is therefore good practice to confirm an oral report in writing, especially 
when there is an external user, or to record it in documentation. 

.02 Except for signature and report date, the standards are the same for both oral and written reports. 

1850 PEER REVIEW 
.01 The actuary should consider to what extent, if at all, it is appropriate for a report to be 

independently peer reviewed, in full or in part, prior to the delivery of the report. [Effective 
Month XX, 201X] 

.02 The purpose of peer review is to ensure the quality of the report.  The extent of peer review 
would depend on the complexity of the work and the specific environment in which the actuary 
works.  

.03 If a peer review is deemed appropriate, the actuary would select a reviewer who is independent 
of substantial involvement with the portion of the report being reviewed and who is 
knowledgeable and experienced in the practice area of the work. 

.04 For peer review purposes, the actuary preparing the report and the peer reviewing actuary may 
work for the same employer. 



Exposure Draft  April 2014 

2140.01  Effective January 1, 2003 
Revised October 1, 2006; February 5, 2009; November 24, 2009; November 28, 2012; Month XX, 201X 

Page 11 

2140 REPORTING 
.01 The actuary’s report should describe 

the valuation and presentation of policy liabilities and reinsurance recoverables 
for the insurer’s balance sheet and income statement, 
the actuary’s opinion on the appropriateness of those liabilities and recoverables 
and on the fairness of their presentation, and 
the actuary’s role in the preparation of the insurer’s financial statements if that 
role is not described in those statements or their accompanying management 
discussion and analysis. 

.02 If 
the financial statements (or their accompanying management discussion and 
analysis) describe the actuary’s role in their preparation, and 
the actuary can report without reservation, 

then the actuary’s report should conform to the standard reporting language, consisting of 
a scope paragraph, which describes the actuary’s work, and 
an opinion paragraph, which gives the actuary’s favourable opinion on the 
valuation and its presentation. 

.03 If not, the actuary should modify the standard reporting language to report with reservation. 
[Effective January 1, 2011] 

.03.1 The actuary’s report would conform to the requirements of relevant Canadian federal and 
provincial legislation that prescribe that the actuary value the policy liabilities, not only the 
insurance contract liabilities net of reinsurance recoverables. Policy liabilities other than 
insurance contract liabilities would be valued in conformity with applicable International 
Financial Reporting Standards and accepted actuarial practice, where the intent is that those 
financial statements be prepared in accordance with International Financial Reporting 
Standards. 

Accounting in the balance sheet 
.04 The amount of the insurance contract liabilities is usually the largest amount in the balance 

sheet, so that its itemization is desirable. 
.05 The reference to “policy liabilities”, “insurance contract liabilities” and “reinsurance 

recoverables” in the standard reporting language is adequate if 
the notes to the financial statements or their accompanying management 
discussion and analysis verbally define “insurance contract liabilities” and 
“reinsurance recoverables”, and the balance sheet presents their total amount as a 
separate item. 
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Accounting in the income statement 
.06 The standard reporting language implies that the income statement accounts for the total 

change in the policy liabilities, consisting of the insurance contract liabilities and the 
liabilities for policies other than insurance contracts, during the accounting period, and that it 
accounts for the total change in reinsurance recoverables.  That accounting is direct in the 
case of a life insurer’s insurance contract liabilities and reinsurance recoverables, whose 
change is presented as a separate item in the income statement.  That accounting may be 
indirect in the case of other policy liabilities, if their change is not separately presented, but is 
included within other items in the income statement.  For example, the item, incurred claims, 
equals 

claims and claim expenses paid during the accounting period, plus 

claim liabilities (which are part of the policy liabilities) at the end of the 
accounting period, minus 

claim liabilities at the beginning of the accounting period. 

Disclosure of unusual situations 
.07 The items that the actuary values for the financial statements may be misleading if the 

financial statements do not present them fairly.  The actuary’s report is a signal to the reader 
of the financial statements that there is, or is not, fair presentation. 

.08 In an unusual situation, fair presentation may require explanation of an item that the actuary 
values for the financial statements.  Usually, the notes to the financial statements would 
provide that explanation, including, where appropriate, disclosure of the situation’s effect on 
income and capital.  Failing such explanation, the actuary would provide it by a reservation in 
reporting. 
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.09 The question, “Will explanation enhance the user’s understanding of the insurer’s financial 
position?” may help the actuary to identify such a situation.  Unusual situations may include 

capital appropriated on the actuary’s advice, 

off-balance-sheet obligations, for example, contingent policy liabilities in 
connection with market conduct, 

restatement of items for preceding accounting periods, 

the impracticality of restating any items that are reported in current period 
financial statements and that were reported inconsistently in preceding period 
financial statements, 

inconsistency among accounting periods, 

an unusual relationship between the items in current period financial statements 
and the expected corresponding items in future period financial statements, 

a change in the method of valuation that does not have an effect in the current 
accounting period but that is expected to have an effect in future accounting 
periods, 

allocation of expense or investment income to a participating account (if reported 
in the financial statements) other than in accordance with the method approved by 
the actuary and the insurer’s board of directors, 

a subsequent event, and 

a difference between the insurer’s present practice and that which the actuary 
assumed in valuing the policy liabilities. 

.10 An example of the last item is the actuary’s assumption of a policy for setting dividend 
scales that differs from the insurer’s current policy.  The actuary would not, however, report 
the assumption of a dividend scale that is in accordance with an unchanged dividend policy.  
The same applies to a difference between current and assumed policy for setting non-
guaranteed cash value scales and premium rates for adjustable policies. 

Consistency across accounting periods 
.11 Financial statements usually report results for one or more preceding accounting periods in 

addition to those for the current period.  Meaningful comparability requires the financial 
statement items for the various periods to be consistent through the restatement of preceding 
period items if they were inconsistently reported in the preceding period financial 
statements.  A less desirable alternative to restatement is disclosure of the inconsistency. 

.12 A change in the method of valuation creates an inconsistency.  If a change in the 
assumptions for valuation reflects a change in the expected outlook, then it does not create 
an inconsistency although, if its effect is major, then fair presentation may require its 
disclosure. 

.13 A change in assumptions that results from the application of new standards may create an 
inconsistency. 
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Communication with the auditor 
.14 Communication with the auditor is desirable at various stages of the actuary’s work.  These 

include 
use of work in accordance with the CIA/CICA Joint Policy Statement, 
the drafting of common features in the auditor’s report and actuary’s report, 

the drafting of a report with reservations, 

the presentation of the insurance contract liabilities, policy liabilities other than 
insurance contract liabilities, and the reinsurance recoverables, and 

the treatment of subsequent events. 

Description of the actuary’s role 
.15 The actuary would report a description of his or her role in the preparation of the insurer’s 

financial statements only if the financial statements or their accompanying management 
discussion and analysis do not provide that description. 

.16 Here is an illustrative description. 
“The Appointed Actuary is 

appointed by the [Board of Directors] of [the Company]; 

responsible for ensuring that the assumptions and methods for the valuation of 
policy liabilities [and reinsurance recoverables] are in accordance with accepted 
actuarial practice in Canada, applicable legislation, and associated regulations 
and directives; 

required to provide an opinion on the appropriateness of the policy liabilities 
[net of reinsurance recoverables] at the balance sheet date to meet all policy 
obligations of [the Company].  The work to form that opinion includes an 
examination of the sufficiency and reliability of policy data and an analysis of 
the ability of the assets to support the policy liabilities; and 

required each year to analyze the financial condition of the company and prepare a 
report for the [Board of Directors].  The analysis tests the capital adequacy of the 
company until [31 December xxxx] under adverse economic and business 
conditions.” 

The wording of the illustrative description conforms to the requirements of relevant Canadian 
federal and provincial legislation that prescribe that the actuary value the policy liabilities, not 
only the insurance contract liabilities.  Policy liabilities other than insurance contract 
liabilities would be valued in conformity with applicable International Financial Reporting 
Standards and accepted actuarial practice. 
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Standard reporting language 
.17 Here is the standard reporting language. 

Appointed Actuary’s Report 
To the policyholders [and shareholders] of [the ABC Insurance Company]: 

I have valued the policy liabilities [and reinsurance recoverables] of [the 
Company] for its [consolidated] [statement of financial position] at [31 December 
XXXX] and their changes in the [consolidated statement of income] for the year 
then ended in accordance with accepted actuarial practice in Canada including 
selection of appropriate assumptions and methods. 

In my opinion, the amount of policy liabilities [net of reinsurance recoverables], 
makes appropriate provision for all policy obligations and the [consolidated] 
financial statements fairly present the results of the valuation. 

[Montréal, Québec] [Mary F. Roe] 

[Report date] Fellow, Canadian Institute of Actuaries 

.18 The language in square brackets is variable and other language may be adjusted to conform to 
interim financial statements and to the terminology and presentation in the financial 
statements. 

.19 An auditor’s report usually accompanies the financial statements. Uniformity of common 
features in the two reports will avoid confusion to readers of the financial statements. Those 
common features include: 

Addressees. Usually, the actuary addresses the report to the policyholders of a 
mutual insurer and to both the policyholders and shareholders of a stock 
insurer. 

Years referenced. Usually, the actuary’s report refers only to the current year, 
even though financial statements usually present results for both the current and 
prior years. 

Report date. If the two reports have the same date, then they would take 
account of the same subsequent events. 

Reservations in reporting 
.20 The examples that follow are illustrative. 
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Self-insured organization that is not obligated to have an appointed actuary 
.21 Here is an example of a report prepared for an under-funded self-insured organization that is 

not obligated to have an appointed actuary. 
I have valued the outstanding claim liabilities of [the Self-Insured Liability 
Plan] for its balance sheet at [31 December XXXX] in accordance with accepted 
actuarial practice in Canada, including selection of appropriate assumptions and 
methods. 

As explained in Note [XX], the [Plan’s] self-insured liabilities are not fully 
funded. 

In my opinion, and having regard for Note [XX], the amount of policy 
liabilities makes appropriate provision for all of the [Plan’s] outstanding 
claims and the financial statements fairly present the results of the valuation. 

Note [XX] would quantify and describe the actuary’s assumptions with respect to the asset 
shortfall, describe the plan, if any, for its funding, and explain its implications for the financial 
security of participants and claimants. 

New appointment 
.22 A newly appointed actuary who is unable to use the predecessor actuary’s work, but who has 

no reason to doubt its appropriateness, would modify the standard reporting language as 
follows: 

I have valued the policy liabilities [and reinsurance recoverables] of [the 
Company] for its [consolidated] balance sheet at [31 December XXXX] and, except 
as noted in the following paragraph, their change in the statement of income for 
the year then ended in accordance with accepted actuarial practice in Canada, 
including selection of appropriate assumptions and methods. 

I became the [appointed actuary] during the year and was unable to confirm the 
appropriateness of the valuation for the preceding year. 

In my opinion, the amount of policy liabilities [net of reinsurance recoverables], 
makes appropriate provision for all policy obligations and the [consolidated] 
financial statements fairly present the results of the valuation.  For the reason 
stated in the previous paragraph, I am unable to say whether or not those results 
are consistent with those for the preceding year. 

.23 If the actuary doubts the appropriateness of the predecessor actuary’s work as a result of a 
review of it, then the actuary would consider a more serious reservation. 
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Impracticality of restatement 
.24 The actuary would, if necessary, restate the preceding year valuation to be consistent with the 

current year valuation.  If it is not practical to restate the preceding year valuation, then the 
actuary would modify the opinion paragraph in the standard reporting language as follows: 

As explained in Note [XX], the method of valuation for the current year differs 
from that for the preceding year. In my opinion, except for that lack of 
consistency, the amount of policy liabilities [net of reinsurance recoverables] 
makes appropriate provision for all policy obligations and the [consolidated] 
financial statements fairly present the results of the valuation. 

.25 Note [XX] would usually explain the change in the basis of valuation, explain the 
impracticality of applying the new basis retroactively, and disclose the effect of the change on 
the opening equity at the beginning of the preceding year. 

Valuation does not take account of time value of money 
.26 If a regulation that some or all of the insurer’s liabilities be valued without taking account of 

the time value of money requires a reservation, then the actuary would modify the standard 
reporting language as follows: 

I have valued the policy liabilities [and reinsurance recoverables] of [the 
Company] for its [consolidated] balance sheet at [31 December xxxx] and 
their change in the statement of income for the year then ended in accordance 
with accepted actuarial practice in Canada, including the selection of 
appropriate assumptions and methods, except as described in the following 
paragraph. 

In accepted actuarial practice in Canada, the valuation of policy liabilities [and 
reinsurance recoverables] reflects the time value of money.  Pursuant to the 
authority granted by the Insurance Companies Act, the Superintendent of 
Financial Institutions has directed that the valuation of some policy liabilities 
[and reinsurance recoverables] not reflect the time value of money.  My 
valuation complies with that directive. 

In my opinion, the amount of policy liabilities [net of reinsurance recoverables] 
makes appropriate provision for all policy obligations, except as noted in the 
previous paragraph, and the [consolidated] financial statements fairly present 
the results of the valuation. 
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Takeover of insurer with poor records 
.27 If the insurer took over another insurer with poor records, then the actuary would modify the 

standard reporting language as follows: 
I have valued the policy liabilities [and reinsurance recoverables] of [the 
Company] for its [consolidated] balance sheet at [31 December XXXX] and their 
change in the statement of income for the year then ended in accordance with 
accepted actuarial practice in Canada, including selection of appropriate 
assumptions and methods, except as described in the following paragraph. 

During the year, [the Company] took over the assets, liabilities, and policies of 
[WWW Insurer], whose policy records are, in my opinion, unreliable.  [The 
Company] is making but has not completed the necessary improvements.  My 
valuation with respect to the policies taken over from [WWW Insurer] is 
therefore uncertain.  Their policy liabilities [net of reinsurance recoverables] 
comprise [N]% of the total policy liabilities [net of reinsurance recoverables] at 
[31 December XXXX]. 

In my opinion, except for the reservation in the previous paragraph, the amount 
of policy liabilities [net of reinsurance recoverables] makes appropriate 
provision for all policy obligations and the [consolidated] financial statements 
fairly present the results of the valuation. 

Liabilities greater than those calculated by the actuary 
.28 If the financial statements of an insurer report policy liabilities net of reinsurance recoverables, 

that are greater than those calculated and reported by the actuary, and if the notes to those 
financial statements do not provide sufficient disclosure of the rationale for the greater liabilities, 
then the actuary would report as follows: 

I have valued the policy liabilities [and reinsurance recoverables] of [the 
Company] for its [consolidated] balance sheet at [31 December XXXX] and their 
change in the statement of income for the year then ended in accordance with 
accepted actuarial practice in Canada, including selection of appropriate 
assumptions and methods, except as described in the following paragraph. 

In my valuation, the amount of the policy liabilities [net of reinsurance 
recoverables] is $[X].  The corresponding amount in the [consolidated] financial 
statements is $[Y]. 

In my opinion, the amount of policy liabilities [net of reinsurance recoverables] 
of $[X] makes appropriate provision for all policy obligations and, except as 
described in the preceding paragraph, the [consolidated] financial statements 
fairly present the result of the valuation. 
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2450 REPORT ON MATTERS REQUIRING RECTIFICATION 
.01 The appointed actuary should identify and monitor matters that may threaten the insurer’s 

financial condition.  The appointed actuary should investigate and then report any such matter 
which requires rectification to the senior management and, in the case of a Canadian insurer, 
send a copy of the report to the directors.  The report may include recommendations for 
rectification and should specify a deadline for rectification that the actuary may later extend if 
appropriate.  If there is no suitable rectification by that deadline or its extension, then the 
appointed actuary should report the matter to the insurer’s regulator. [Effective January 1, 
2003] 

.02 The sensitivity of financial condition to adverse conditions and events varies among insurers.  
For example, an increase in withdrawal rates among policies may be devastating in one life 
insurer and may be beneficial in another.  Financial condition and hence, the magnitude of the 
conditions and events that may threaten it, also varies among insurers. 

.03 The frequency and intensity of the monitoring depend on the threatening conditions and events 
and on the circumstances of the insurer.  A quarterly review would usually be a minimum. 

.04 There would be no such report to senior management of an adverse condition that does not 
threaten the insurer’s financial condition.  Informal notification and consultation would usually 
precede, and may obviate, that report to senior management. 

.05 That report would describe the threatening condition or event and the methods and assumptions 
in the actuary’s investigation of it.  It is desirable that the report includes recommendations for 
its rectification. 

.06 The deadline would allow time, that is reasonable in the circumstances to arrange rectification. 

.07 The report to the regulator would describe the actuary’s investigation, the report to senior 
management, and senior management’s response to that report.  The actuary would advise the 
directors of the report to the regulator. 
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2460 REPORT TO THE DIRECTORS 

.01 The appointed actuary for a Canadian insurer should report at least yearly to the directors, 
or to their audit committee if the directors so delegate, 

on the insurer’s financial position and financial condition, and 
if required by law, 

if the insurer has one or more participating accounts, 
on the method of allocation of income and expenses to each such 
participating account, 
on the management of the participating account(s), the dividend 
policy and dividend scales for the participating policy owners, 
and 

if the insurer has adjustable policies in force, on the criteria established 
or amended by the directors for changes made by the company to the 
premium or charge for insurance, amount of insurance or surrender 
value in respect of its adjustable policies. 

.02 The appointed actuary for a foreign insurer should report at least yearly to its chief agent for 
Canada on its financial position and financial condition. [Effective December 1, 2011] 

Allocation of income 
.03 The report on allocation of income and expenses among accounts would consider the fairness 

and equity of such allocation to participating policy owners. 

Management of the participating account(s) 
.03.1 The report on the management of the participating account(s) would consider the fairness to 

participating policy owners of the policy established by the directors respecting the 
management of the participating account(s). 

Dividend policy and dividend scale 
.04 The report on the dividend policy would consider the fairness of the policy to the participating 

policy owners.  The report on the dividend scale would consider the conformity of the 
dividend scale to the dividend policy and its fairness to the participating policy owners. 

Adjustments of adjustable policies 
.05 The report on adjustable policies would consider the fairness of the criteria for changes to 

adjustable policies established or amended by the directors, the fairness to adjustable policy 
owners of the adjustments made and their conformity to those criteria. 
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Fairness Opinions 
.06 Where the applicable law requires that the appointed actuary opine on the fairness of the 

policies, criteria or methods established by the insurer with respect to any of 

management of the participating accounts, 

dividend policy, 

dividends declared, 

policy established respecting the criteria for making adjustments to adjustable 
policies and the adjustments made under this policy, 

allocation of investment income to the participating accounts, and 

allocation of expenses to the participating accounts, 

the wording of an unqualified opinion would be as follows, 

Management of participating accounts opinion 
I have reviewed the policy established by the Board of Directors with respect to 
the management of the participating accounts of [the Company], [including 
amendments made during the most recent 12 months]. I conducted my review in 
accordance with accepted actuarial practice in Canada and pursuant to the 
guidance of the Superintendent of Financial Institutions. 

In my opinion, the policy is fair to the participating policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 
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Dividend policy opinion 
I have reviewed the policy established by the Board of Directors for determining 
the dividends [and bonuses or other benefits] of [the Company], [including 
amendments made during the most recent 12 months]. I conducted my review in 
accordance with accepted actuarial practice in Canada and pursuant to the 
guidance of the Superintendent of Financial Institutions. 

In my opinion, the policy is fair to the participating policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 

Dividend declaration opinion 
I have reviewed the proposed dividends [and bonuses or other benefits], 
determined by the Board of Directors of [the company] with respect to policy 
years [ending between XX and YY], and have considered whether they have 
been determined in accordance with the policy established by the Board. I 
conducted my review in accordance with accepted actuarial practice in Canada 
and pursuant to the guidance of the Superintendent of Financial Institutions. 

In my opinion, the proposed dividends [and bonuses or other benefits] are in 
accordance with the policy established by the Board and are fair to the 
participating policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 
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Adjustable policy changes opinion 
I have reviewed the criteria established by the Board of Directors of [the 
company] with respect to any changes to be made to the premium or charge for 
insurance, amount of insurance or surrender value in respect of its adjustable 
policies [including amendments made during the most recent 12 months] and the 
changes made pursuant to those criteria. I conducted my review in accordance 
with accepted actuarial practice in Canada and pursuant to the guidance of the 
Superintendent of Financial Institutions. 

In my opinion, the criteria are fair to the adjustable policyholders, and the 
changes made to the adjustable policies during the most recent 12 months are in 
accordance with those criteria and are fair to the adjustable policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 

Allocation of investment income to participating account(s) opinion 
I have reviewed the method established by the Board of Directors for 
determining the portion of the investment income or losses of [the company] for 
the financial year ending [XX], including capital gains and losses, that is 
allocable to the participating account [each participating account] maintained by 
the company. I conducted my review in accordance with accepted actuarial 
practice in Canada and pursuant to the guidance of the Superintendent of 
Financial Institutions. 

In my opinion, the method is fair and equitable to the participating 
policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 
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Allocation of expenses to participating account(s) opinion 
I have reviewed the method established by the Board of Directors for 
determining the portion of the expenses, including taxes, of [the company] for 
the financial year ending [XX] that is allocable to the participating account [each 
participating account] maintained by the company. I conducted my review in 
accordance with accepted actuarial practice in Canada and pursuant to the 
guidance of the Superintendent of Financial Institutions. 

In my opinion, the method is fair and equitable to the participating 
policyholders. 

Mary F. Roe 

Fellow, Canadian Institute of Actuaries 

[Place of issue of opinion] 

[Date of opinion] 

.07 If the appointed actuary is unable to issue an unqualified opinion, the wording of the opinion 
would be adjusted to reflect the necessary qualification. 
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2480  CERTIFICATION OF CAPITAL FILINGS AS REQUIRED BY THE 
REGULATOR 

.01 This subsection 2480 applies to the appointed actuary of a life insurer when giving an 
opinion on the appropriateness of capital requirement calculations pursuant to law or on the 
appropriateness of internal models used to determine required capital for segregated fund 
guarantees pursuant to requirements of the regulator. 

.02 Such certifications should contain an opinion signed by the appointed actuary.  

Appropriateness of capital requirement calculations 
.03 The appointed actuary should prepare a report to support the opinion on the appropriateness 

of capital requirement calculations that outlines the areas where the calculation required 
discretion or significant technical calculations, and the methodologies and judgments that 
were applied. The report should be completed before the provision of a signed opinion 
pursuant to subsection 2480. [Effective February 8, 2013] 

.04 The opinion would be provided annually in support of the fiscal year-end regulatory capital 
filing on form(s) as directed by the regulator. 

.05 In providing such an opinion, the actuary would not be opining on whether the underlying 
factors or specified methods to be followed are appropriate but rather on the appropriateness 
of any interpretation and discretionary technical calculations and methods with respect to 
such guidelines. 

.06 Here is the standard opinion language [insert appropriate wording where indicated by square 
brackets]. 

“I have reviewed the calculation of the Minimum Continuing Capital and 
Surplus Requirement ratios of [company name] as at [date]. In my opinion, 
the calculations of the components of the required and available capital have 
been determined in accordance with the regulatory guidelines, and the 
components of the calculations requiring discretion were determined using 
methodologies and judgement appropriate to the circumstances of the 
company.” 

[Note: For Test of Adequacy of Assets in Canada form filings “Minimum 
Continuing Capital and Surplus Requirement ratios” and “required and 
available capital” are replaced by “test of adequacy ratio” and “required and 
available margin”.] 

[Note: For filings for provincially-regulated companies, the ratio definition, 
and definitions of required and available resources, should be amended to 
reflect the appropriate definitions in the provincial requirements.]  
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Appropriateness of internal models used to determine required capital for segregated 
fund guarantees  

.07 The appointed actuary should prepare a report to support the opinion on the appropriateness 
of internal models used to determine required capital for segregated fund guarantees that 
outlines how the models comply with the related requirements of the regulator. The report 
should be completed before the provision of a signed opinion pursuant to subsection 2480. 
[Effective February 8, 2013] 

.08 The opinion would be provided annually in support of the fiscal year-end regulatory capital 
filing on form(s) as directed by the regulator. The opinion would also be provided to the 
regulator upon a new application to the regulator for permission to use such a model for 
required capital purposes and upon request of the regulator when making a modification to an 
existing model approved by the regulator. 

.09 In providing such an opinion, the actuary would not be opining on whether the underlying 
factors or specified methods to be followed are appropriate, but rather on the compliance 
with the requirements of the regulator. 

.10 Here is the standard opinion language [insert appropriate wording where indicated by square 
brackets]. 

“I have reviewed the internal model of [company name] for determining required 
capital for segregated fund guarantee risks as at [date] in the context of the 
requirements of [the regulator]. In my opinion, the [proposed] model is compliant 
in all material respects with the requirements of [the regulator] for an approved 
model used to determine required capital for segregated fund guarantee risks.” 
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2530 REPORTING 
.01 In the case of a Canadian insurer, the appointed actuary should report to the board of 

directors or to their audit committee if they so delegate.  In the case of a Canadian branch of 
a foreign insurer, the appointed actuary should report to the chief agent for Canada and may 
also report to the responsible senior executive in the parent head office. [Effective December 
31, 2011] 

.02 In order to give the insurer’s senior management an opportunity to react to the results of the 
investigation, the actuary would discuss the report with the insurer’s senior management in 
advance of its submission to the board of directors or chief agent for Canada. 

.03 The report would be in writing, but an additional oral report that permits questions and 
discussions is desirable.  An interpretative report would be more useful than a statistical 
report. 

.04 The timing of the report would depend on the urgency of the matters being reported and on the 
desirability of integrating dynamic capital adequacy testing into the insurer’s financial planning 
cycle.  The report would be submitted within 12 months following each fiscal year-end. 

2540 OPINION BY THE ACTUARY 
.01 The report should contain an opinion signed by the appointed actuary. [Effective December 

31, 2011] 
.02 In this opinion, “future financial condition” has the same meaning as “financial condition.”  

The actuary may use the words “future financial condition” in order to comply with 
legislation or regulation in some jurisdictions. 
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.03 The wording of the opinion follows: [insert appropriate wording where indicated by square 
brackets] 

“I have completed my investigation of the [future] financial condition of [insurer 
name] as at [date] in accordance with accepted actuarial practice in Canada. 

I have analyzed the forecasted financial positions of the insurer during the [number] 
year forecast period under a series of scenarios.  A description of these scenarios 
and their impact on the insurer is included within this report. 

The most significant assumptions are described within this report. The investigation 
incorporates assumptions relating to business growth, investments, [mortality, 
morbidity, claims frequency, capital injections, other policy-related experience] and 
other internal and external conditions during the forecast period. 

My report includes the identification of key risk exposures [and corrective 
management actions that could be taken to mitigate the effect of plausible adverse 
scenarios]. 

In my opinion, the [future] financial condition of the insurer [is satisfactory or is not 
satisfactory for the following reason(s)...]” 

[Montréal, Québec] [Mary F. Roe] 

[Report date] Fellow, Canadian Institute of Actuaries 
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2630 REPORTING 
.01 If an external user report is required and the actuary can report without reservation, the 

actuary’s report should include the standard reporting language consisting of the following 
scope paragraph, 

I have derived the indicated rate(s) in accordance with accepted actuarial practice 
in Canada, on behalf of [entity commissioning the work], for the following 
insurance category(ies): [name of insurance category(ies)], to be effective Month 
XX, 20XX for new business and Month XX, 20XX for renewal business. 

.02 If an external user report is required and the actuary cannot report without reservation, the 
actuary should modify the standard reporting language accordingly. [Effective January 1, 2012] 

.03 An additional opinion paragraph may be included to conform to the requirements of an external 
user. 
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3260 REPORTING: EXTERNAL USER REPORT 
.01 An external user report on work pursuant to section 3200 should: 

• Include the calculation date, the report date, and the next calculation date; 

• Describe the sources of membership data, plan provisions, and the pension 
plan’s assets, and the dates at which they were compiled; 

• Describe the membership data and any limitations thereof; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• 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 definitive or virtually definitive amendment; 

• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work, or, if there are no subsequent events of 
which the actuary is aware, include a statement to that effect; 

• State the type of each valuation undertaken under the terms of the appropriate 
engagement; and 

• Describe any significant terms of the appropriate engagement that are material 
to the actuary’s advice. 

.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; 

• Describe the rationale for any assumed additional returns, net of investment 
management expenses, from an active investment management strategy as 
compared to a passive investment management strategy, included in the 
discount rate assumption; 

• Report the funded status at the calculation date and the service cost or the rule 
for calculating the service cost between the calculation date and the next 
calculation date; 

• Disclose any pending but definitive or virtually definitive amendment of which 
the actuary is aware, 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; and 

• If there is no provision for adverse deviations, include a statement to that 
effect. [Effective Month XX, 201X] 

.03 If an external user report includes one or more going concern valuations then the external 
user report should, for at least one such valuation included in the report, describe and 
quantify the gains and losses between the prior calculation date and the calculation date. 

.04 If an external user report includes one or more going concern valuations, other than a 
valuation for the purpose of determining the maximum funding permitted by law for a 
“designated plan”, as that term is defined in the Income Tax Regulations (Canada), then the 
external user report should, for at least one such valuation included in the report, report the 
effect of using a discount rate 1.0% lower than that used for the valuation on: 

• The actuarial present value, at the calculation date, of projected benefits 
allocated to periods up to the calculation date; and  

• The service cost or the rule for calculating the service cost between the 
calculation date and the next calculation date. [Effective December 30, 2012] 

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

• Describe the methods used to determine the reported liabilities; 
• Describe the assumptions used to determine the reported liabilities and 

provide the rationale for each assumption that is material to the actuary’s 
advice; 

• Describe the basis for inclusion and the amount considered in respect of a 
letter of credit of which the pension plan is the beneficiary; 

• Report the funded status at the calculation date; 
• Include a description of the postulated scenario; and 
• Include a description of the extent to which contingent benefits provided under 

the pension plan are included or excluded in determining the funded status. 
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.06 If an external user report includes one or more hypothetical wind-up valuations or solvency 
valuations then, for any one such hypothetical wind-up valuation or solvency valuation, the 
external user report should: 

• Report the incremental cost between the calculation date and the next 
calculation date, in respect of the defined benefit portion of the plan; 

• If the external user report does not include a going concern valuation, report 
the incremental cost between the calculation date and the next calculation 
date in respect of the defined contribution portion of the plan; 

• Describe the methods used to determine the incremental cost; 
 Describe the assumptions used to determine the incremental cost and provide 
the rationale for each assumption that is material to the actuary’s advice; 

• Report the effect on the hypothetical wind-up or solvency liabilities, at the 
calculation date, of using a discount rate 1.0% lower than that used for the 
valuation; and  

• If the external user report does not include a going concern valuation, 
describe and quantify the gains and losses between the prior calculation date 
and the calculation date; 

unless 

• The pension plan is a “designated plan” which has, as members, only persons 
“connected” with the employer as those terms are defined in the Income Tax 
Regulations (Canada); or 

• The hypothetical wind-up valuation or solvency valuation is based on an 
extrapolation of results disclosed in a previous external user report. 

.06.1 For each valuation that is not a going concern valuation, a hypothetical wind-up valuation, or 
a solvency valuation, the external user report should: 

• Describe the methods used to determine the reported liabilities and/or service 
cost, as applicable;  

• Describe the methods used to value the plan’s assets, if any; 

• Describe the assumptions used and provide the rationale for each assumption 
that is material to the actuary’s advice; and 

• Include a description of the extent to which contingent benefits provided under 
the pension plan are included or excluded. [Effective Month XX, 201X] 
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.07 An external user report that provides advice on funding should: 

• Describe the determination of contributions or a range of contributions 
between the calculation date and the next calculation date; 

• If contributions are fixed by the terms of the plan or other governing 
documents, 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 
o Describe the contributions required to fund the pension plan 

adequately in accordance with the law; 
o 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 

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

.08 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: 

• 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.”; 

• A statement as to assumptions, which should usually be, “In my opinion, the 
assumptions are appropriate for the purpose(s) of the valuation(s).”; 

• 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 the 
valuation(s).”; and 

• A statement as to conformity, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial 
practice in Canada.” 

.09 An external user report should be sufficiently detailed to enable another actuary to assess the 
reasonableness of the valuation. [Effective December 30, 2012] 

Membership data 
.10 Any assumptions and methods used in respect of insufficient or unreliable membership data 

would be described. 
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.11 The actuary may describe limitations on the tests conducted in the review of the data which 
has been determined to be sufficient and reliable for purposes of the valuation(s). For 
example, the actuary may describe that the data tests will not capture all possible deficiencies 
in the data and reliance is also placed on the certification of the plan administrator as to the 
quality of the data. 

Types of valuations 
.12 The external user report may provide information with respect to multiple 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), provide 
information with respect to: 

 A going concern valuation, if required mandated by law or specified by 
the terms of an appropriate engagement; 

 A hypothetical wind-up valuation under the scenario regarding the 
circumstances resulting in the wind-up that, subject to paragraph 
3260.19, maximizes the wind-up liabilities, unless the pension plan and 
the law do not define the benefits payable upon wind-up; and 

 Any other hypothetical wind-up or solvency valuation required 
mandated by law; 

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

 A going concern valuation, if required mandated by law or specified by 
the terms of an appropriate engagement; 

 A hypothetical wind-up valuation under the scenario regarding the 
circumstances resulting in the wind-up that, subject to paragraph 
3260.19, maximizes the wind-up liabilities, unless the pension plan and 
the law do not define the benefits payable upon wind-up or 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 
mandated by law; 

and 

• If the pension plan is not a registered pension plan, include information 
with respect to the types of valuations required by the circumstances of the 
work. 
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Significant terms of appropriate engagement 
.13 Significant terms of the appropriate engagement may include matters like: 

• The use of a specified actuarial cost method; 

• The use of a specified asset valuation method; 

• The exclusion of benefits for purposes of a valuation, as permitted by law; 

• The extent of margins for adverse deviations, if any, to be included in selecting 
assumptions; 

• A policy to fund only the minimum contributions required by law; and 

• Specified methodology for the determination of contribution requirements in 
excess of the requirements of law. 

Service cost 
.13.1 For a plan that is a hybrid of a defined contribution pension plan and a defined benefit pension 

plan, the service cost for a going concern valuation would include the service cost in respect 
of both the defined contribution portion of the plan and the defined benefit portion of the plan. 

Reporting gains and losses 
.14 The reported gains and losses for a going concern valuation would include the gain or loss due 

to a change in the actuarial cost method or a change in the method for valuing the assets and 
each significant change in assumptions and plan provisions determined at the calculation date. 
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. 

Discount rate sensitivity 
.15 When following the recommendations to illustrate the effect of a change in discount rate on a 

valuation, the actuary would maintain all other assumptions and methods as used in the 
underlying valuation. 

Incremental cost 
.15.1 The incremental cost for a hypothetical wind-up valuation or a solvency valuation represents 

the present value, at the calculation date, of the expected aggregate change in the hypothetical 
wind-up liability or solvency liability between the calculation date and the next calculation 
date, increased for expected benefit payments between the calculation date and the next 
calculation date. 

Methods 
.16 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 and the rationale for such change. 
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.17 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 change to the asset valuation method used in the prior valuation and the 
rationale for such change. 

Assumptions 
.18 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 change to the assumptions 
from the assumptions used in the prior valuation. 

.18.1 When describing the assumptions for methods of settlement for a hypothetical wind-up or 
solvency valuation, the actuary would describe any related limitations. For example: 

• If the settlement method assumes that annuities would be purchased but it 
might not be possible to purchase annuities on actual wind-up of the plan due 
to capacity limitations; or 

• If the settlement method assumes the exercise of regulatory discretion, a 
change in law, or a plan amendment for which there is no specific authority. 

Scenario that maximizes wind-up liabilities 
.19 In reporting the funded status of the pension plan under the scenario regarding the 

circumstances resulting in the wind-up that maximizes the wind-up liabilities, the actuary 
would include benefits that are contingent upon the scenario regarding the circumstances 
resulting in the wind-up or required mandated by law. However, the actuary may disregard: 

• Benefits that are contingent upon a factor other than the scenario regarding the 
circumstances resulting in the wind-up or as required mandated by law; and 

• Possible plan member earnings after the calculation date. 

Other types of valuations 
.19.1 Valuations that are not going concern valuations, hypothetical wind-up valuations, or 

solvency valuations are usually similar in nature to one of these three types of common 
valuations. In preparing the external user report for such a valuation, the actuary would 
consider the relevant reporting requirements for a type of valuation similar to the valuation 
undertaken and would include additional disclosures as appropriate. 

Statements of opinion 
.20 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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.21 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 among some or all of the valuation’s purposes. The report would 
indicate clearly which statement regarding assumptions applies to each of the valuation’s 
purposes. 

.22 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 among some or all of the valuation’s purposes. The report would 
indicate clearly which statement regarding methods applies to each of the valuation’s 
purposes. 
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3330 REPORTING: EXTERNAL USER REPORT 
.01 If a previous external user report was prepared with respect to the wind-up, the actuary 

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

.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, of which the actuary is aware, 
that affect the terms of the wind-up, the benefit entitlements, or the valuation 
results;Describe the sources of membership data, plan provisions, and the 
pension plan’s assets, and the dates at which they were compiled; 

• Describe the membership data, including any assumptions made about missing 
membership data; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• Subject to any applicable privacy legislation: 
 Include the detailed individual membership data; or 
 Include an offer to provide detailed individual membership data on 

request to the employer, the plan administrator, or the regulator; 

• Describe the liquidation value of the assets 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 plan which affect benefit entitlements; and 
 Any subsequent events or post-wind-up contingencies, of which the 

actuary is aware, which affect benefit entitlements; 

• Describe the methods used to determine the reported liabilities; 

• 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 funded status at the calculation date; 
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• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work and, if there are no subsequent events 
of which the actuary is aware, include a statement to that effect; 

• State that the funded status at settlement may differ from that contained in the 
report unless the report includes the funded status at the time of final 
settlement; 

• State whether an updated report will be required in the future; 

• If the actuary relies upon 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 direction and the basis of authority 

of such person; 

• Describe any post-wind-up contingencies that may affect the distribution of the 
pension plan’s assets; 

• 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 a deferred or immediate pension, 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; 

• 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 in Canada; 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. [Effective Month XX, 201X] 
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.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: 

• 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.”; 

• A statement regarding assumptions, which should usually be, “In my opinion, 
the assumptions are appropriate for the purpose(s) of the valuation(s).”; 

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

• A statement regarding conformity, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial 
practice in Canada.” 

.04 The external user report should be sufficiently detailed to enable another actuary to assess 
the reasonableness of the valuation. [Effective December 30, 2012] 

Dates 
.05 The wind-up date of the pension plan would be determined by the regulator, the plan 

administrator or the plan sponsor based on the plan provisions and the law. 

.06 The calculation date of the funded status would usually be the wind-up date. 

.07 For a particular member: 

• The date of calculation of benefit entitlement would depend 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 would be the date of settlement of the member’s benefit 
entitlement. 

Nature of wind-ups 
.08 The purpose of a wind-up valuation may be to determine, or to provide, the basis for 

determining: 

• The funded status of the pension plan; 

• The total value of the benefit entitlements of all members prior to taking 
account of the funded status 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. 
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.09 A wind-up may be complex and may take a long time. Delays may require a series of reports by 
the actuary. Since the funded status of the pension plan at the final settlement date may affect 
whether benefit entitlements can be settled in full, the reflection of subsequent events in each 
report would be critical. 

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

• The wind-up liabilities may fluctuate if there are fluctuations in interest rates 
and annuity prices; 

• The pension plan’s assets may 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. 

.11 The actuary would usually report the value of the benefit entitlements of all members and the 
funded status 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. 

.12 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 
.13 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. 

.14 The finality of wind-up would call for the actuary to obtain precise membership data. The 
actuary may, if the circumstances dictate, 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. 

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

Assumptions 
.16 The selected assumptions would: 

• In respect of benefit entitlements that are assumed to be settled by purchase of 
annuities, reflect single premium annuity rates; 

• In respect of benefit entitlements that are assumed to be settled by lump sum 
transfer, reflect the standards in section 3500 respecting commuted values; and 

• In respect of benefit entitlements that are assumed to be settled in some other 
manner, reflect the manner in which such benefits would be settled. 
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.17 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. 

.18 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 would require 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 would not necessarily be appropriate in selecting 
those assumptions. 

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

• Fees related to the actuarial wind-up report; 

• Fees imposed by a regulator; 

• Legal fees; 

• Administration expenses; and 

• Custodial and investment management expenses. 
.20 The actuary would either net wind-up expenses against the pension plan’s assets or add the 

assumed wind-up expenses to the pension plan’s liabilities 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. 
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Use of another person’s work 
.21 Some aspects of the wind-up may be unclear to the actuary 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. 

.22 To decide those aspects, the actuary may rely upon 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 
.23 Post-wind-up contingencies may affect benefit entitlements. Examples are: 

• Member election of optional forms of benefits; 

• Member election of retirement date; 

• Salary increases; and 

• Change in marital status. 

Subsequent events 
.24 In contrast with a going concern valuation, in a wind-up valuation all subsequent events, 

ideally, would be reflected. This ensures that the funded status is presented as fairly as 
possible as of the report date. However, it would be 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. 
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.25 The actuary would ascertain that no subsequent events have occurred between the cut-off date 
and the report date that would change the funded status significantly, 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. 

.26 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. 

.27 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. 
.28 One method for taking account of subsequent events is to determine the value of benefits as of 

the cut-off date and then discount such value 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. 

.29 There may be situations where, due to legal or practical considerations, subsequent events are 
not recognized, at least in a preliminary report and the cut-off date for such a report would be 
the calculation date. In such reports, the effect of subsequent events may be disclosed and 
quantified in an approximate manner. 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 
.30 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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3420 REPORTING: EXTERNAL USER REPORT 
.01 An external user report should: 

• Include the calculation date and the report date; 

• Describe the sources of membership data, plan provisions, and the pension 
plan’s assets, and the dates at which they were compiled; 

• Describe the membership data; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• Describe the market value of assets and a summary of the assets by major 
category; 

• Describe the pension plan’s provisions; 

• Describe any commitment to provide benefits beyond the terms of the plan 
reflected in the valuation of pension obligations; 

• Describe the method used to value the pension plan’s assets; 

• Describe the actuarial cost method; 

• Describe the assumptions used to determine the actuarial present value of 
projected benefits; 

• Report the funded status at the calculation date and the applicable service cost; 

• Disclose any pending but definitive or virtually definitive amendment of which 
the actuary is aware, and whether or not such amendment has been included in 
determining the funded status and the service cost; 

• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work, and, if there are no subsequent events 
of which the actuary is aware, 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 
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• State whether or not the valuation conforms with the actuary’s understanding of 
the financial reporting standards specified by the terms of an appropriate 
engagement. 

 

.02 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: 

• 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.”; 

• A statement regarding assumptions which should usually be, “In my opinion, 
the assumptions are appropriate for purposes of the valuation.”; 

• A statement regarding calculations, which should usually be, “In my opinion, 
the calculations have been made in accordance with my understanding of the 
requirements of [name financial reporting standard]”; and 

• A statement regarding conformity, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial 
practice in Canada.” [Effective Month XX, 201X] 

With respect to the assumptions, the actuary should report: 
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 in Canada; 
or 
That the actuary has selected the assumptions and they are in accordance with 
accepted actuarial practice in Canada. 

.03 An external user report should be sufficiently detailed to enable another actuary to assess the 
reasonableness of the valuation. [Effective December 30, 2012] 

Membership data 
.04 Any assumptions and methods used in respect of insufficient or unreliable membership data 

would be described. 

.05 Reference to report on funding 
The descriptions required in the external user report may be incorporated by reference to an 
external user report on funding. 
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3550 DISCLOSURE 
.01 When communicating the amount of the commuted value of a member’s pension, the actuary 

should provide: 

• A description of the benefit entitlements involved; 

• A description of the actuarial assumptions used in determining the commuted 
value and the rate of interest to be credited between the valuation date and the 
date of payment; 

• A statement of the period for which the commuted value applies before 
recomputation is required; 

• When the payment of a portion of the commuted value is subject to a condition 
based on the funded status of the plan, the additional contribution required for the 
payment of the full commuted value to be made or the recommended schedule for 
payment of the balance of the commuted value, if applicable; and 

• A statement as to whether the commuted value has been computed in accordance 
with these standards. 

.02 Where the commuted value has not been determined in accordance with these standards, the 
actuary should clearly state that the calculation is not in compliance with these standards and 
disclose all areas of noncompliance and the reasons for the noncompliance. 

.03 When communicating to the plan administrator an actuarial basis to be used in determining 
commuted values, the actuary should provide a statement that the actuarial basis is in 
accordance with these standards. 

Disclosure of plan values which differ from these standards 
.04 In a situation where the use of commuted values (called plan values in this subsection 3550) that 

are different from those computed in accordance with this section 3500, is required by the plan 
terms or applicable legislation, or by a plan administrator who is empowered to specify the basis 
on which commuted values are to be determined, the following disclosure requirements are 
applicable: 

• If the plan values are lower, the actuary should disclose that the commuted values 
so calculated are in accordance with the plan or the applicable legislation but not 
in accordance with the standards; or 

• If the plan values are higher, the actuary should disclose that the commuted 
values so calculated are in accordance with the plan or the applicable legislation 
and the standards. 

.05 Where the actuary is required to calculate commuted values that do not vary according to the 
sex of the plan member, and where that requirement applies only to benefits earned after a 
particular date or only to a subgroup of plan members, the actuary should describe the extent to 
which the actuary’s blended mortality approach has been extended to benefits earned before the 
particular date or to benefits of all members. 
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.06 Where the actuary uses assumptions or methods described in these standards to calculate a 
commuted value in a situation where these standards does not apply, the actuary should not state 
or imply that the commuted value has been computed in accordance with these standards. 
[Effective April 1, 2009] 
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4540 REPORTING: EXTERNAL USER REPORT 

.01 Here is model text if the actuary reports without reservation with regard to marriage breakdown: 

I have determined the capitalized value of the pension benefits and prepared this 
report in accordance with accepted actuarial practice in Canada, for purposes of 
settlement of a division of pension benefits resulting from marriage breakdown 
under the [Family Law Act] of [province]. In my opinion, the capitalized values 
are appropriate for this purpose. 

Respectfully submitted, 

[actuary] 

Fellow, Canadian Institute of Actuaries 
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4700 REPORTING 

4710 EXTERNAL USER REPORT 
.01 For work pursuant to part 4000, any external user report that is prepared should: 

• Identify the person for whom the report was prepared and, if that person is acting on 
behalf of a party to the dispute, that party to the dispute; 

• State the effective date of the report and the effective date of any actuarial 
opinions and calculations in the report; 

• Describe any terms of the appropriate engagement that are material to the 
actuary’s work, including the role of the actuary, the scope and purpose of the 
work, any limitations or constraints on the work and any stipulated assumptions 
or methods; 

• Where the actuary is aware of circumstances where the independence of his or 
her expert opinion may reasonably be questioned, disclose such circumstances; 

• Disclose the results of the work; 
• Describe the data, methods, and assumptions used for the work, including the 

terms and the amounts of the payments relevant to any calculations, for each of 
the scenarios presented in the report; 

• Identify the assumptions and methods that are constrained by law, regulation, 
court practice, or established legal principles relevant to the work; 

• Identify the differences between scenarios where the results of multiple scenarios 
are presented; 

• Identify any margins for adverse deviations that are included, except where the 
assumption or method is mandated by law, regulation, court practice, or 
established legal principles relevant to the work, and the rationale for inclusion 
of any identified margins for adverse deviations; 

• Describe every contingency that has been taken into account, and state that there 
may be other contingencies that could have a positive or negative effect that have 
not been taken into account; 

• Disclose the extent of the actuary’s reliance on others; 
• List the sources of information on which the actuary has relied; and 
• Include any other information required in accordance with the rules of civil 

procedure, the rules of law, or other rules that may be applicable for the relevant 
jurisdiction. [Effective December 31, 2013] 

.01.1 Notwithstanding paragraph 1820.01, the actuary is not required to provide an opinion on 
assumptions which are stipulated by the terms of engagement which are plausible in accordance 
with paragraph 4320.03. 
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.01.2 Notwithstanding paragraph 1820.01, the actuary is not required to provide an opinion on 
assumptions or methods described in paragraph 4340.01 which are within the range of accepted 
actuarial practice pursuant to paragraph 4340.01. [Effective Month XX, 201X] 

.02 The actuary’s external user report should be sufficiently detailed to enable another actuary to 
assess the reasonableness of the results. [Effective December 31, 2013] 

.03 The actuary would prepare any draft reports and other documentation, taking into account the 
potential disclosure of such documents that may be required as part of the dispute resolution 
proceedings.  

.04 Where the actuary reports the results of a capitalized value calculation without reservation, the 
disclosure wording that may be used is: 

I have determined the capitalized value of those aspects of the pecuniary damages 
described herein and prepared this report in accordance with accepted actuarial 
practice in Canada. It is my opinion that the assumptions and methods for which I 
have taken responsibility are appropriate in the circumstances of this case and for 
the purpose of this report. 

Respectfully submitted, 

[actuary] 

Fellow, Canadian Institute of Actuaries 

Reporting with reservation 
.05 Reporting with reservation or stating that the reporting requirements have not been followed 

would not excuse an actuary from these reporting standards. 

.06 Notwithstanding paragraph 4340.01, the circumstances of the work may result in deviation from 
accepted actuarial practice in Canada. For example, the terms of the engagement may require 
that the actuary use an assumption that is outside of the range that the actuary considers 
plausible, or that the actuary use a method that the actuary considers is not appropriate, or that 
the actuary assist counsel with challenging a specific interpretation of the law. In such case, the 
actuary would disclose such deviation in the report. 

New information 
.07 Notwithstanding paragraph 1515.01, where an event occurs, such as the availability of new 

information, after the actuary has completed his or her report, the actuary would consider the 
potential effect of such event on his or her work, and would advise his or her client on a timely 
basis, if appropriate and subject to the terms of the engagement. 

Disclosure of other expert’s report 
.08 The external user report need not disclose any error or shortcoming that the actuary identifies in 

the report of another actuary or other expert witness. 
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4720 INTERNAL USER REPORT 
.01 Unless an internal user report conforms to the recommendations for an external user report, 

an internal user report should state that it is not to be given to an external user. [Effective 
December 31, 2013] 

.02 For the purpose of determining whether or not the work is in accordance with accepted 
actuarial practice, an internal user report continues to be an internal user report even if, in 
breach of the statement required by paragraph 4720.01, it is given to an external user or utilized 
in the dispute resolution proceeding. 
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5700 REPORTING 

.01 For work pursuant to this part, the actuary should prepare a report that 
states the calculation date and the prior calculation date, 
identifies the legislation or other authority under which the work is completed, 
describes any significant terms of the appropriate engagement that are material 
to the actuary’s work, including the purpose of the work, 
describes the sources of data, benefit provisions and policies used in the work, 
and any limitations thereon, 
summarizes the data used for the valuation, the data tests conducted to assess the 
accuracy and completeness of the data used in the work, and issues regarding 
insufficient or unreliable data, 
describes the plan’s benefits, significant policies and relevant administration 
practices, including the identification of any amendments made since the prior 
calculation date, and the effect of such amendment on the benefits liabilities,  
describes any pending definitive or virtually definitive amendment, policy change 
or change to administration practice, confirms whether or not such amendment 
or change has been reflected in the benefits liabilities, and identifies the effect of 
such amendment or change on the benefits liabilities, 
identifies any significant changes to the relevant statute, strategic direction or 
management policy, or any significant appeal decision that changes management 
policy or practice, since the prior calculation date and the consequent effect on 
the benefits liabilities, 
summarizes the benefits liabilities, 
describes the method and the assumptions used to determine the benefits 
liabilities, 
provides the rationale for each assumption that is material to the actuary’s work, 
states that there is no provision for adverse deviations, where that is the case, 
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describes the margins for adverse deviations included with respect to each 
assumption where that is the case, and discloses  

any imposed margins that the actuary has used in accordance with 
paragraph 5450.03 that, in the opinion of the actuary, are outside of 
the appropriate range, 
reports   
the rationale for each margin, and  
the aggregate provision for adverse deviations included in the benefits 
liabilities, 

describes changes to the assumptions or methods used since the prior 
calculation date, and the rationale for those changes, 
describes the treatment of liabilities for self-insured employers, 
discloses subsequent events of which the actuary is aware, whether or not 
the events are taken into account in the work, or, if there are no significant 
events of which the actuary is aware, include a statement to that effect, 
describes and quantifies the gains and losses between the prior 
calculation date and the current calculation date, and provides an 
analysis and explanation of the significant gain and loss items, and 
describes the treatment of the liabilities for occupational disease claims, 
and states either that the amount of the benefits liabilities includes an 
appropriate allowance for potential occupational disease claims that are 
expected to arise after the calculation date as a result of exposures in the 
workplace prior to the calculation date or, if such is the case for 
calculation dates preceding December 31, 2014, that the amount of the 
benefits liabilities excludes such an allowance. [Effective Month XX, 
201X] 

.02 Depending on the terms of the engagement, the report should 

describe the sources of information on the plan’s assets, 
describe the plan’s assets, including their market value, the methods and 
assumptions used to value the assets and a summary of the assets by major 
category, 
report the financial position at the calculation date, and 
report the actuarial present value of any future assessments earmarked to 
amortize a current deficit or of any reductions in future assessments 
intended to reduce a  current surplus. 
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.03 If the report does not include the results of the sensitivity testing that was completed, the actuary 
should prepare a separate report for the management of the public personal injury compensation 
plan that does include such sensitivity testing results. 

.04 The report should provide the following five statements of opinion, all in the same section of the 
report and in the following order 

a statement regarding data, which would usually be, “In my opinion, the data on 
which the valuation is based are sufficient and reliable for the purpose of the 
valuation.”, 
a statement regarding assumptions, which would usually be, “In my opinion, the 
assumptions are appropriate for the purpose of the valuation.”, 
a statement regarding methods, which would usually be, “In my opinion, the methods 
employed in the valuation are appropriate for the purpose of the valuation.”, 
a statement regarding appropriateness, which would usually be “In my opinion the 
amount of the benefits liabilities makes appropriate provision for all personal injury 
compensation obligations and the financial statements fairly present the results of the 
valuation.”, and 
a statement regarding conformation, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial practice in 
Canada.” [Effective March 15, 2011] 

.05 The report would be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. 

.06 The circumstances of the work may result in a deviation from accepted actuarial practice in 
Canada.  For example, the applicable legislation or the terms of the engagement may require that 
the actuary use a margin for adverse deviations that is outside the range that the actuary 
considers appropriate, or require that the actuary exclude the benefits liabilities in respect of 
certain occupational disease claims.  In such case, the actuary would disclose such deviation in 
the report. 
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6230 REPORTING: EXTERNAL USER REPORT 
.01 An external user report on work pursuant to section 6200 should: 

• Describe any significant terms of the appropriate engagement that are material to 
the actuary’s advice; 

• Include the calculation date, the report date, and the next calculation date, if 
applicable; 

• Describe the sources of membership data, plan provisions, the post-employment 
benefit plan’s assets, if any, and historical claims data, if any, and the dates at 
which they were compiled; 

• Describe the membership data and any limitations thereof, and any assumptions 
made about missing or incomplete membership data; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• Describe the assets, if any, including their market value and a summary of the 
assets by major category; 

• Describe the post-employment benefit plan’s provisions, including the 
identification of any pending definitive or virtually definitive amendment of which 
the actuary is aware, and the manner in which any such amendments have been 
reflected in the actuary’s advice; 

• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work, or, if there are no subsequent events of 
which the actuary is aware, include a statement to that effect; 

• State the type of valuation undertaken under the terms of the appropriate 
engagement; 

• For any one valuation undertaken, describe and quantify the gains and losses 
between the prior calculation date and the calculation date; 

• For any one valuation undertaken, report the effect on the key results of the 
valuation of using a discount rate 1.0% lower than that used for the valuation; 
and 

• For any one valuation undertaken, where relevant, report the effect on the key 
results of the valuation of using an assumed future claims trend rate 1.0% higher 
than that used for the valuation. 
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.02 For each valuation undertaken by the actuary, the external user report should: 

• Describe the actuarial cost method; 

• Describe the method used to value the post-employment benefit plan’s assets, if 
any; 

• Describe the assumptions used, including the extent of any margins 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; 

• If there is no provision for adverse deviations, include a statement to that effect; 

• Describe the claims administration expenses or other plan expenses that are 
included in the work; and 

• Report the results of the valuation. [Effective Month XX, 201X] 
.03 An external user report that provides advice on funding should: 

• Describe the rationale for any assumed additional returns, net of investment 
management expenses, from an active investment management strategy, included 
in the discount rate assumption; 

• Describe the determination of contributions or a range of contributions between 
the calculation date and the next calculation date; and 

• If contributions are fixed by the terms of the post-employment benefit plan or 
other governing documents (e.g., a collective agreement), then either: 
 Report that the contributions are adequate to fund the post-employment 

benefit plan in accordance with its terms; or 
 Report that the contributions are not adequate to fund the post-

employment benefit plan in accordance with its terms; and 
o Describe the contributions required to fund the post-employment 

benefit plan adequately in accordance with its terms; 
o Describe one or more possible ways in which benefits may be 

reduced such that the contributions would be adequate to fund the 
post-employment benefit plan in accordance with its terms; or 

o Describe a combination of increases in contributions and 
reductions in benefits that would result in the funding being in 
accordance with its terms. 
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.04 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: 

• 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.”; 

• A statement as to assumptions, which should usually be, “In my opinion, the 
assumptions are appropriate for the purpose(s) of the valuation(s).”; 

• 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 the 
valuation(s).”; and 

• A statement as to conformity, which should be, “This report has been prepared, 
and my opinions given, in accordance with accepted actuarial practice in 
Canada.” 

.05 An external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. [Effective June 30, 2013] 

Significant terms of appropriate engagement 
.06 Significant terms of the appropriate engagement may include matters such as: 

• The use of a specified actuarial cost method; 

• The use of a specified asset valuation method, where applicable; 

• The exclusion of benefits for purposes of a valuation; 

• The extent of margins for adverse deviations, if any, to be included in selecting 
assumptions; and 

• The funding policy, which may include pay-as-you-go funding.  

Membership data 
.07 The actuary would describe any assumptions and methods used in respect of insufficient or 

unreliable membership or census/employee data. 

.08 The actuary may describe limitations on the tests conducted in the review of the data which has 
been determined to be sufficient and reliable for purposes of the valuation(s). For example, the 
actuary may describe that the data tests will not capture all possible deficiencies in the data and 
reliance is also placed on the certification of the plan sponsor or plan administrator as to the 
quality of the data. 
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Methods 

.09 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 and the rationale for such change. 

.10 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, if any, would include a description of any change 
to the asset valuation method used in the prior valuation and the rationale for such change. 

Types of valuations 
.11 An external user report with respect to a post-employment benefit plan would normally include 

information on only one valuation, which is typically a going concern valuation. To the extent 
that the external user report provides information with respect to multiple valuations, the actuary 
would include information with respect to the types of valuations required by the circumstances 
of the work. 

Assumptions 

.12 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 any changes to the assumptions used 
in the prior valuation. 

.13 For each valuation included in the external user report, the description of the assumptions would, 
if appropriate for the circumstances of the work, describe: 

• The development of the assumed claim costs; 

• The claims experience information used to develop the assumed claim costs; and 

• The extent to which the claims experience information has influenced the 
selection of the assumed future cost trend rates. 

Relevant results of the valuation 
.14 The results of the valuation will depend on the purpose(s) of the valuation and the circumstances 

of the work. The results of the valuation may include such information as: 

• The present value of projected benefits; 

• The present value of projected benefits allocated to periods up to the calculation 
date; 

• The projected cash flows; and/or 

• The service cost for periods following the calculation date. 
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Reporting gains and losses 
.15 The reported gains and losses for a valuation would include the gain or loss due to a change in 

the actuarial cost method or a change in the method for valuing the assets, if any, and each 
significant change in assumptions and plan provisions determined at the calculation date. If an 
amendment to the post-employment benefit plan prompts the actuary to change the assumptions, 
the actuary may report the combined effect of the amendment and the resultant change in 
assumptions. 

Sensitivity analysis 
.16 When following the recommendations to illustrate the effect of a change in discount rate, trend 

rate or other assumption on a valuation, the actuary would maintain all other assumptions and 
methods as used in the underlying valuation. 

Reference to other reports  
.17 The disclosures required in the external user report may be incorporated by reference to another 

actuarial valuation report prepared in accordance with accepted actuarial practice with the same 
calculation date. 

Statements of opinion 
.18 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. 

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

.20 While a separate statement regarding methods would usually 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 
indicate clearly which statement regarding methods applies to each of the valuation’s purposes. 
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6320 REPORTING: EXTERNAL USER REPORT 
.01 If a previous external user report was prepared with respect to the wind-up, the actuary should 

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

.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, of which the actuary is aware, that 
affect the terms of the wind-up, the benefit entitlements, or the valuation results; 

• Describe the sources of membership data, plan provisions, and the post-
employment benefit plan’s assets, if any, and historical claims data, if any, and 
the dates at which they were compiled; 

• Describe the membership data and any limitations thereof, including any 
assumptions made about missing or incomplete membership data; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• Subject to any applicable privacy legislation: 
 Include the detailed individual membership data; or 
 Include an offer to provide detailed individual membership data on 

request to the plan sponsor or the plan administrator; 

• Describe the liquidation value of the assets, if any, and a summary of the assets 
by major category; 

• Describe the post-employment benefit plan’s provisions, including an 
identification of: 
 Any amendments made since any previous external user report with 

respect to the plan which affect benefit entitlements; and 
 Any subsequent events or post-wind-up contingent events, of which the 

actuary is aware, which affect benefit entitlements; 

• Describe the methods used to determine the reported liabilities or expected future 
benefit payments; 

• Describe the assumptions used to determine the liabilities or expected future 
benefit payments and provide the rationale for each assumption that is material to 
the actuary’s advice; 
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• Report the explicit assumption regarding the expenses of wind-up or justify the 
expectation that expenses will not be paid from the post-employment benefit 
plan’s assets, if any; 

• Report the funded status at the calculation date, and state whether an updated 
report will be required in the future; 

• If applicable, report the settlement value for each plan member when settlement is 
to be made by cash payments to the member; 

• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work and, if there are no subsequent events of 
which the actuary is aware, include a statement to that effect; 

• State that the funded status at settlement may differ from that contained in the 
report, unless the report includes the funded status at the time of final settlement; 

• If the actuary relies upon 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 direction and the basis of authority of 

such person; 

• Describe any post-wind-up contingent events that may affect the distribution of 
the post-employment benefit plan’s assets, if any; 

• Describe whether a recalculation of the value of benefit entitlements is required 
at settlement; 

• Where a member has a choice of settlement options that the member has not yet 
made, describe the assumptions made regarding such choice; 

• If applicable, describe the method to allocate the post-employment benefit plan’s 
assets among classes of members and the method to distribute surplus; 

• Describe the actuary’s role in calculating settlement values, including the 
assumptions and methods used for their calculation; and 

• Describe the sensitivity of the valuation results to the post-employment benefit 
plan’s investment policy and to market conditions between the report date and the 
settlement date. [Effective Month XX, 201X] 
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.03 An external user report should include the following four statements of opinion, all in the same 
section of the report and in the following order: 

• 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.”; 

• A statement regarding assumptions, which should usually be, “In my opinion, the 
assumptions are appropriate for the purpose(s) of the valuation(s).”; 

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

• A statement regarding conformity, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial practice 
in Canada.” 

.04 The external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. [Effective June 30, 2013]  

Dates 
.05 The wind-up date of the post-employment benefit plan would be determined by the plan 

administrator or the plan sponsor or others with responsibility to wind up the plan, based on the 
plan provisions, the law, and the circumstances of the wind-up. 

.06 The calculation date of the funded status would usually be the wind-up date. 

.07 For a particular member, the date of calculation of benefit entitlement would depend on the 
circumstances of the wind-up and the terms of the post-employment benefit plan, and may be the 
date of termination of employment, the date of termination of membership, the wind-up date, or 
another date. 

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

• The funded status of the post-employment benefit plan; 

• The total value of the benefit entitlements of all members prior to taking account 
of the funded status of the post-employment benefit plan; 

• Any required additional funding; 

• The amounts and methods of determining benefit entitlements, including any 
adjustment required due to a wind-up deficit;  

• The amount and method of distribution of a wind-up surplus; or 

• Payout for loss of benefit entitlements upon insolvency. 
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.09 A wind-up may be complex and may take a long time. Delays may require a series of reports by 
the actuary. Since the funded status or other available funds for the post-employment benefit 
plan at the final settlement date may affect whether benefit entitlements can be settled in full, the 
reflection of subsequent events in each report would be critical. 

Membership data 
.10 The finality of wind-up would call for the actuary to obtain precise membership data. The 

membership data are the responsibility of the plan sponsor or plan administrator. However, if the 
actuary is working with incomplete, unreliable, or missing data the actuary would make 
assumptions regarding the data. The actuary may, if the circumstances dictate, include a 
provisional sum in the wind-up valuation with respect to missing members if the actuary believes 
that additional members might have benefit entitlements under the post-employment benefit plan 
but their membership information is missing. 

Assumptions 
.11 The selected assumptions would: 

• In respect of benefit entitlements that are assumed to be settled by purchase of 
insurance, reflect single premium rates; and 

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

.12 If future benefits depend on continued employment, the actuary would consider reflecting 
contingent events. For example, if a member is eligible for post-retirement benefits only if the 
member remains in employment until age 55, the actuary may make an assumption as to the 
probability of this event occurring and the member’s benefit may be discounted for the 
probability of the event occurring. 

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

• Fees related to the preparation of the actuarial wind-up report; 

• Legal fees; 

• Insurer or adjudicator administration expenses; and 

• Custodial and investment management expenses. 

.14 The actuary would either net wind-up expenses against the post-employment benefit plan’s 
assets, if any, or add the assumed wind-up expenses to the post-employment benefit plan’s 
liabilities 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 post-
employment benefit plan’s assets, if any. 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. 
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Subsequent events 
.15 Ideally, in a wind-up valuation, all subsequent events would be reflected. This ensures that the 

funded status is presented as fairly as possible as of the report date. However, it would be 
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. 

.16 The actuary would ascertain that no subsequent events have occurred between the cut-off date 
and the report date that would change the funded status significantly; 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. 

.17 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. 

.18 Common subsequent events are: 

• Contributions remitted to the plan; 

• Expenses paid from the post-employment benefit plan’s assets, if any; 

• Actual investment return on the post-employment benefit plan’s assets, if any; 

• Change in assumptions; 

• Corrections to the membership data; and  

• Deaths of members or other significant plan experience. 

Use of another person’s work 
.19 Some aspects of the wind-up may be unclear to the actuary or contentious. Examples are: 

• 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 or health care cost trend rate in 
determining benefit entitlements; 

• Eligibility for benefits payable only with the consent of the plan sponsor or plan 
administrator;
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• The liquidation value of the post-employment benefit plan’s assets, if any; 

• The method to allocate the post-employment benefit plan’s assets, if any, among 
members; and 

• Whether or not wind-up expenses are to be paid from the post-employment 
benefit plan’s assets, if any, or included in the calculation of the liabilities or 
expected future benefits. 

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

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. 
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6420 REPORTING: EXTERNAL USER REPORT 
.01 An external user report should: 

• Include the calculation date and the report date; 

• Describe the sources of membership data, plan provisions, the post-employment 
benefit plan’s assets, if any, and historical claims data, if any, and the dates at 
which they were compiled; 

• Describe the membership data and any limitations thereof, and any assumptions 
made about missing or incomplete membership data; 

• Describe the tests applied to determine the sufficiency and reliability of the 
membership data and plan asset data for purposes of the work; 

• Describe the actuarial cost method; 

• Describe the assets, if any, including their market value and a summary of the 
assets by major category and the method used to value the post-employment 
benefit plan’s assets; 

• Describe the assumptions used to determine the actuarial present value of 
projected benefits; 

• Describe the post-employment benefit plan’s provisions, including the 
identification of any definitive or virtually definitive pending amendment of which 
the actuary is aware, and whether or not such amendment has been reflected in 
determining the plan’s obligations; 

• Describe any commitment to provide benefits beyond the terms of the plan 
reflected in the valuation of post-employment benefit obligations; 

• Disclose subsequent events of which the actuary is aware, whether or not the 
events are taken into account in the work, and, if there are no subsequent events 
of which the actuary is aware, include a statement to that effect; 

• Include all other provisions as required for disclosure purposes as per the terms 
of the appropriate engagement, such as: 
 Reporting the funded status at the calculation date and the applicable 

service cost or expected cost of new claims; 
 Describing the method and period selected in connection with any 

amortizations; and 
 Stating whether or not the valuation and/or extrapolation conforms with 

the actuary’s understanding of the financial reporting standards specified 
by the terms of an appropriate engagement. 
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.02 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: 

• 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.”; 

• A statement regarding assumptions which should usually be, “In my opinion, the 
assumptions are appropriate for purposes of the valuation.”; 
A statement regarding assumptions which indicates either: 
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 in Canada; 
or 
That the actuary has selected the assumptions and they are in accordance with 
accepted actuarial practice in Canada; 

• A statement regarding calculations, which should usually be, “In my opinion, the 
calculations have been made in accordance with my understanding of the 
requirements of [name financial reporting standard]”; and 

• A statement regarding conformity, which should be, “This report has been 
prepared, and my opinions given, in accordance with accepted actuarial practice 
in Canada.” [Effective Month XX, 201X] 

.03 An external user report should be sufficiently detailed to enable another actuary to examine the 
reasonableness of the valuation. [Effective June 30, 2013]  

Membership data 
.04 Any assumptions and methods used in respect of insufficient or unreliable membership data 

would be described. 

Reference to other external reports 
.05 The descriptions required in the external user report may be incorporated by reference to another 

actuarial valuation report prepared in accordance with accepted actuarial practice in Canada. 
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	.23 If the actuary doubts the appropriateness of the predecessor actuary’s work as a result of a review of it, then the actuary would consider a more serious reservation.
	Impracticality of restatement

	.24 The actuary would, if necessary, restate the preceding year valuation to be consistent with the current year valuation.  If it is not practical to restate the preceding year valuation, then the actuary would modify the opinion paragraph in the sta...
	Valuation does not take account of time value of money

	.26 If a regulation that some or all of the insurer’s liabilities be valued without taking account of the time value of money requires a reservation, then the actuary would modify the standard reporting language as follows:
	Takeover of insurer with poor records

	.27 If the insurer took over another insurer with poor records, then the actuary would modify the standard reporting language as follows:
	Liabilities greater than those calculated by the actuary

	.28 If the financial statements of an insurer report policy liabilities net of reinsurance recoverables, that are greater than those calculated and reported by the actuary, and if the notes to those financial statements do not provide sufficient discl...
	.01 The appointed actuary should identify and monitor matters that may threaten the insurer’s financial condition.  The appointed actuary should investigate and then report any such matter which requires rectification to the senior management and, in ...
	.02 The sensitivity of financial condition to adverse conditions and events varies among insurers.  For example, an increase in withdrawal rates among policies may be devastating in one life insurer and may be beneficial in another.  Financial conditi...
	.03 The frequency and intensity of the monitoring depend on the threatening conditions and events and on the circumstances of the insurer.  A quarterly review would usually be a minimum.
	.04 There would be no such report to senior management of an adverse condition that does not threaten the insurer’s financial condition.  Informal notification and consultation would usually precede, and may obviate, that report to senior management.
	.05 That report would describe the threatening condition or event and the methods and assumptions in the actuary’s investigation of it.  It is desirable that the report includes recommendations for its rectification.
	.06 The deadline would allow time, that is reasonable in the circumstances to arrange rectification.
	.07 The report to the regulator would describe the actuary’s investigation, the report to senior management, and senior management’s response to that report.  The actuary would advise the directors of the report to the regulator.
	.01 The appointed actuary for a Canadian insurer should report at least yearly to the directors, or to their audit committee if the directors so delegate,
	.02 The appointed actuary for a foreign insurer should report at least yearly to its chief agent for Canada on its financial position and financial condition. [Effective December 1, 2011]
	Allocation of income
	.03 The report on allocation of income and expenses among accounts would consider the fairness and equity of such allocation to participating policy owners.
	Dividend policy and dividend scale

	.04 The report on the dividend policy would consider the fairness of the policy to the participating policy owners.  The report on the dividend scale would consider the conformity of the dividend scale to the dividend policy and its fairness to the pa...
	.01 In the case of a Canadian insurer, the appointed actuary should report to the board of directors or to their audit committee if they so delegate.  In the case of a Canadian branch of a foreign insurer, the appointed actuary should report to the ch...
	.02 In order to give the insurer’s senior management an opportunity to react to the results of the investigation, the actuary would discuss the report with the insurer’s senior management in advance of its submission to the board of directors or chief...
	.03 The report would be in writing, but an additional oral report that permits questions and discussions is desirable.  An interpretative report would be more useful than a statistical report.
	.04 The timing of the report would depend on the urgency of the matters being reported and on the desirability of integrating dynamic capital adequacy testing into the insurer’s financial planning cycle.  The report would be submitted within 12 months...
	.01 The report should contain an opinion signed by the appointed actuary. [Effective December 31, 2011]
	.02 In this opinion, “future financial condition” has the same meaning as “financial condition.”  The actuary may use the words “future financial condition” in order to comply with legislation or regulation in some jurisdictions.
	.03 The wording of the opinion follows: [insert appropriate wording where indicated by square brackets]
	.01 An external user report on work pursuant to section 3200 should:
	 Include the calculation date, the report date, and the next calculation date;
	 Describe the sources of membership data, plan provisions, and the pension plan’s assets, and the dates at which they were compiled;
	 Describe the membership data and any limitations thereof;
	 Describe the tests applied to determine the sufficiency and reliability of the membership data and plan asset data for purposes of the work;
	 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 definitive or virtually definitive amendment;
	 Disclose subsequent events of which the actuary is aware, whether or not the events are taken into account in the work, or, if there are no subsequent events of which the actuary is aware, include a statement to that effect;
	 State the type of each valuation undertaken under the terms of the appropriate engagement; and
	 Describe any significant terms of the appropriate engagement that are material to the actuary’s advice.
	.02 For each going concern valuation undertaken by the actuary, the external user report should:
	 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. [Effective Month XX, 201X]
	.03 If an external user report includes one or more going concern valuations then the external user report should, for at least one such valuation included in the report, describe and quantify the gains and losses between the prior calculation date an...
	.04 If an external user report includes one or more going concern valuations, other than a valuation for the purpose of determining the maximum funding permitted by law for a “designated plan”, as that term is defined in the Income Tax Regulations (Ca...
	 The actuarial present value, at the calculation date, of projected benefits allocated to periods up to the calculation date; and
	 The service cost or the rule for calculating the service cost between the calculation date and the next calculation date. [Effective December 30, 2012]
	.05 For each hypothetical wind-up valuation and solvency valuation undertaken by the actuary, the external user report should:
	 Report the funded status at the calculation date;
	 Include a description of the postulated scenario; and
	 Include a description of the extent to which contingent benefits provided under the pension plan are included or excluded in determining the funded status.
	.06 If an external user report includes one or more hypothetical wind-up valuations or solvency valuations then, for any one such hypothetical wind-up valuation or solvency valuation, the external user report should:
	 Report the incremental cost between the calculation date and the next calculation date, in respect of the defined benefit portion of the plan;
	 If the external user report does not include a going concern valuation, report the incremental cost between the calculation date and the next calculation date in respect of the defined contribution portion of the plan;
	 Describe the methods used to determine the incremental cost;
	Describe the assumptions used to determine the incremental cost and provide the rationale for each assumption that is material to the actuary’s advice;
	 Report the effect on the hypothetical wind-up or solvency liabilities, at the calculation date, of using a discount rate 1.0% lower than that used for the valuation; and
	 If the external user report does not include a going concern valuation, describe and quantify the gains and losses between the prior calculation date and the calculation date;
	unless
	 The pension plan is a “designated plan” which has, as members, only persons “connected” with the employer as those terms are defined in the Income Tax Regulations (Canada); or
	 The hypothetical wind-up valuation or solvency valuation is based on an extrapolation of results disclosed in a previous external user report.
	.06.1 For each valuation that is not a going concern valuation, a hypothetical wind-up valuation, or a solvency valuation, the external user report should:
	 Describe the methods used to determine the reported liabilities and/or service cost, as applicable;
	 Describe the assumptions used and provide the rationale for each assumption that is material to the actuary’s advice; and
	 Include a description of the extent to which contingent benefits provided under the pension plan are included or excluded. [Effective Month XX, 201X]
	.07 An external user report that provides advice on funding should:
	o Describe a combination of increases in contributions and reductions in benefits that would result in the funding being adequate to conform to the law.
	.08 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:
	 A statement as to conformity, which should be, “This report has been prepared, and my opinions given, in accordance with accepted actuarial practice in Canada.”
	.09 An external user report should be sufficiently detailed to enable another actuary to assess the reasonableness of the valuation. [Effective December 30, 2012]
	Membership data

	.10 Any assumptions and methods used in respect of insufficient or unreliable membership data would be described.
	.11 The actuary may describe limitations on the tests conducted in the review of the data which has been determined to be sufficient and reliable for purposes of the valuation(s). For example, the actuary may describe that the data tests will not capt...
	Types of valuations
	.12 The external user report may provide information with respect to multiple 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), provide information with respect to:
	 A going concern valuation, if required mandated by law or specified by the terms of an appropriate engagement;
	 A hypothetical wind-up valuation under the scenario regarding the circumstances resulting in the wind-up that, subject to paragraph 3260.19, maximizes the wind-up liabilities, unless the pension plan and the law do not define the benefits payable up...
	 Any other hypothetical wind-up or solvency valuation required mandated by law;
	 If the pension plan is a “designated plan” as that term is defined in the Income Tax Regulations (Canada), provide information with respect to:
	 A going concern valuation, if required mandated by law or specified by the terms of an appropriate engagement;
	 A hypothetical wind-up valuation under the scenario regarding the circumstances resulting in the wind-up that, subject to paragraph 3260.19, maximizes the wind-up liabilities, unless the pension plan and the law do not define the benefits payable up...
	 Any other hypothetical wind-up or solvency valuation required mandated by law;
	and
	 If the pension plan is not a registered pension plan, include information with respect to the types of valuations required by the circumstances of the work.
	Significant terms of appropriate engagement

	.13 Significant terms of the appropriate engagement may include matters like:
	Service cost
	Reporting gains and losses
	.14 The reported gains and losses for a going concern valuation would include the gain or loss due to a change in the actuarial cost method or a change in the method for valuing the assets and each significant change in assumptions and plan provisions...
	Discount rate sensitivity

	.15 When following the recommendations to illustrate the effect of a change in discount rate on a valuation, the actuary would maintain all other assumptions and methods as used in the underlying valuation.
	Incremental cost
	.15.1 The incremental cost for a hypothetical wind-up valuation or a solvency valuation represents the present value, at the calculation date, of the expected aggregate change in the hypothetical wind-up liability or solvency liability between the cal...
	Methods

	.16 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 and the ...
	.17 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 change to the asset valuation method used in the pri...
	Assumptions

	.18 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 change to the assumptions from the assumptions used in the prior valuation.
	.18.1 When describing the assumptions for methods of settlement for a hypothetical wind-up or solvency valuation, the actuary would describe any related limitations. For example:
	 If the settlement method assumes that annuities would be purchased but it might not be possible to purchase annuities on actual wind-up of the plan due to capacity limitations; or
	 If the settlement method assumes the exercise of regulatory discretion, a change in law, or a plan amendment for which there is no specific authority.
	Scenario that maximizes wind-up liabilities

	.19 In reporting the funded status of the pension plan under the scenario regarding the circumstances resulting in the wind-up that maximizes the wind-up liabilities, the actuary would include benefits that are contingent upon the scenario regarding t...
	 Benefits that are contingent upon a factor other than the scenario regarding the circumstances resulting in the wind-up or as required mandated by law; and
	 Possible plan member earnings after the calculation date.
	Other types of valuations
	.19.1 Valuations that are not going concern valuations, hypothetical wind-up valuations, or solvency valuations are usually similar in nature to one of these three types of common valuations. In preparing the external user report for such a valuation,...
	Statements of opinion
	.20 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.
	.21 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 among some or all of the valuation’s ...
	.22 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 among some or all of the valuation’s purposes...
	.01 If a previous external user report was prepared with respect to the wind-up, the actuary should describe and quantify the gains and losses between the prior calculation date and the calculation date.
	.02 An external user report should:
	 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 funded status at the calculation date;
	 State that the funded status at settlement may differ from that contained in the report unless the report includes the funded status at the time of final settlement;
	 State whether an updated report will be required in the future;
	 If the actuary relies upon direction concerning unclear or contentious issues,
	 Describe any post-wind-up contingencies that may affect the distribution of the pension plan’s assets;
	 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 a deferred or immediate pension, 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;
	 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 in Canada; 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. [Effective Month XX, 201X]
	.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:
	 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.”;
	 A statement regarding assumptions, which should usually be, “In my opinion, the assumptions are appropriate for the purpose(s) of the valuation(s).”;
	 A statement regarding methods, which should usually be, “In my opinion, the methods employed in the valuation are appropriate for the purpose(s) of the valuation(s).”; and
	 A statement regarding conformity, which should be, “This report has been prepared, and my opinions given, in accordance with accepted actuarial practice in Canada.”
	.04 The external user report should be sufficiently detailed to enable another actuary to assess the reasonableness of the valuation. [Effective December 30, 2012]
	.05 The wind-up date of the pension plan would be determined by the regulator, the plan administrator or the plan sponsor based on the plan provisions and the law.
	.06 The calculation date of the funded status would usually be the wind-up date.
	.07 For a particular member:
	.08 The purpose of a wind-up valuation may be to determine, or to provide, the basis for determining:
	.09 A wind-up may be complex and may take a long time. Delays may require a series of reports by the actuary. Since the funded status of the pension plan at the final settlement date may affect whether benefit entitlements can be settled in full, the ...
	.10 For example, between the wind-up date and the settlement date:
	.11 The actuary would usually report the value of the benefit entitlements of all members and the funded status of the pension plan. That report would be filed with the regulator for approval. After that approval, the plan administrator would settle t...
	.12 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 settl...
	Membership data

	.13 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...
	.14 The finality of wind-up would call for the actuary to obtain precise membership data. The actuary may, if the circumstances dictate, include contingency reserves in the wind-up valuation with respect to missing members if the actuary believes that...
	.15 The reported membership data would include details of the amounts and terms of payment of each member’s benefits.
	Assumptions

	.16 The selected assumptions would:
	.17 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.
	.18 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 would require assumptions regarding the...
	.19 Wind-up expenses usually include, but are not limited to:
	.20 The actuary would either net wind-up expenses against the pension plan’s assets or add the assumed wind-up expenses to the pension plan’s liabilities in calculating the ratio of assets to liabilities as a measure of financial security of the benef...
	Use of another person’s work

	.21 Some aspects of the wind-up may be unclear to the actuary or contentious. Examples are:
	.22 To decide those aspects, the actuary may rely upon 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 cons...
	Post-wind-up contingencies

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

	.24 In contrast with a going concern valuation, in a wind-up valuation all subsequent events, ideally, would be reflected. This ensures that the funded status is presented as fairly as possible as of the report date. However, it would be impossible to...
	.25 The actuary would ascertain that no subsequent events have occurred between the cut-off date and the report date that would change the funded status significantly, otherwise the actuary would select a later cut-off date. For clarity, a subsequent ...
	.26 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.
	.27 Common subsequent events are:
	.28 One method for taking account of subsequent events is to determine the value of benefits as of the cut-off date and then discount such value back to the calculation date at an interest rate equal to the rate of investment return, net of investment...
	.29 There may be situations where, due to legal or practical considerations, subsequent events are not recognized, at least in a preliminary report and the cut-off date for such a report would be the calculation date. In such reports, the effect of su...
	Statements of opinion

	.30 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.
	.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 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:
	With respect to the assumptions, the actuary should report:
	.03 An external user report should be sufficiently detailed to enable another actuary to assess the reasonableness of the valuation. [Effective December 30, 2012]
	Membership data

	.04 Any assumptions and methods used in respect of insufficient or unreliable membership data would be described.
	.05 Reference to report on funding
	The descriptions required in the external user report may be incorporated by reference to an external user report on funding.
	.01 When communicating the amount of the commuted value of a member’s pension, the actuary should provide:
	 A description of the benefit entitlements involved;
	 A description of the actuarial assumptions used in determining the commuted value and the rate of interest to be credited between the valuation date and the date of payment;
	 A statement of the period for which the commuted value applies before recomputation is required;
	 When the payment of a portion of the commuted value is subject to a condition based on the funded status of the plan, the additional contribution required for the payment of the full commuted value to be made or the recommended schedule for payment ...
	 A statement as to whether the commuted value has been computed in accordance with these standards.
	.02 Where the commuted value has not been determined in accordance with these standards, the actuary should clearly state that the calculation is not in compliance with these standards and disclose all areas of noncompliance and the reasons for the no...
	.03 When communicating to the plan administrator an actuarial basis to be used in determining commuted values, the actuary should provide a statement that the actuarial basis is in accordance with these standards.
	Disclosure of plan values which differ from these standards

	.04 In a situation where the use of commuted values (called plan values in this subsection 3550) that are different from those computed in accordance with this section 3500, is required by the plan terms or applicable legislation, or by a plan adminis...
	 If the plan values are lower, the actuary should disclose that the commuted values so calculated are in accordance with the plan or the applicable legislation but not in accordance with the standards; or
	 If the plan values are higher, the actuary should disclose that the commuted values so calculated are in accordance with the plan or the applicable legislation and the standards.
	.05 Where the actuary is required to calculate commuted values that do not vary according to the sex of the plan member, and where that requirement applies only to benefits earned after a particular date or only to a subgroup of plan members, the actu...
	.06 Where the actuary uses assumptions or methods described in these standards to calculate a commuted value in a situation where these standards does not apply, the actuary should not state or imply that the commuted value has been computed in accord...
	.01 Here is model text if the actuary reports without reservation with regard to marriage breakdown:
	I have determined the capitalized value of the pension benefits and prepared this report in accordance with accepted actuarial practice in Canada, for purposes of settlement of a division of pension benefits resulting from marriage breakdown under the...
	Respectfully submitted,
	[actuary]
	Fellow, Canadian Institute of Actuaries


	4700 Reporting
	.01 For work pursuant to part 4000, any external user report that is prepared should:
	 Identify the person for whom the report was prepared and, if that person is acting on behalf of a party to the dispute, that party to the dispute;
	 State the effective date of the report and the effective date of any actuarial opinions and calculations in the report;
	 Describe any terms of the appropriate engagement that are material to the actuary’s work, including the role of the actuary, the scope and purpose of the work, any limitations or constraints on the work and any stipulated assumptions or methods;
	 Where the actuary is aware of circumstances where the independence of his or her expert opinion may reasonably be questioned, disclose such circumstances;
	 Disclose the results of the work;
	 Describe the data, methods, and assumptions used for the work, including the terms and the amounts of the payments relevant to any calculations, for each of the scenarios presented in the report;
	 Identify the assumptions and methods that are constrained by law, regulation, court practice, or established legal principles relevant to the work;
	 Identify the differences between scenarios where the results of multiple scenarios are presented;
	 Identify any margins for adverse deviations that are included, except where the assumption or method is mandated by law, regulation, court practice, or established legal principles relevant to the work, and the rationale for inclusion of any identif...
	 Describe every contingency that has been taken into account, and state that there may be other contingencies that could have a positive or negative effect that have not been taken into account;
	 Disclose the extent of the actuary’s reliance on others;
	 List the sources of information on which the actuary has relied; and
	 Include any other information required in accordance with the rules of civil procedure, the rules of law, or other rules that may be applicable for the relevant jurisdiction. [Effective December 31, 2013]
	.01.1 Notwithstanding paragraph 1820.01, the actuary is not required to provide an opinion on assumptions which are stipulated by the terms of engagement which are plausible in accordance with paragraph 4320.03.
	.01.2 Notwithstanding paragraph 1820.01, the actuary is not required to provide an opinion on assumptions or methods described in paragraph 4340.01 which are within the range of accepted actuarial practice pursuant to paragraph 4340.01. [Effective Mon...
	.02 The actuary’s external user report should be sufficiently detailed to enable another actuary to assess the reasonableness of the results. [Effective December 31, 2013]
	.03 The actuary would prepare any draft reports and other documentation, taking into account the potential disclosure of such documents that may be required as part of the dispute resolution proceedings.
	.04 Where the actuary reports the results of a capitalized value calculation without reservation, the disclosure wording that may be used is:
	.05 Reporting with reservation or stating that the reporting requirements have not been followed would not excuse an actuary from these reporting standards.
	.06 Notwithstanding paragraph 4340.01, the circumstances of the work may result in deviation from accepted actuarial practice in Canada. For example, the terms of the engagement may require that the actuary use an assumption that is outside of the ran...
	New information
	.07 Notwithstanding paragraph 1515.01, where an event occurs, such as the availability of new information, after the actuary has completed his or her report, the actuary would consider the potential effect of such event on his or her work, and would a...
	Disclosure of other expert’s report
	.08 The external user report need not disclose any error or shortcoming that the actuary identifies in the report of another actuary or other expert witness.
	.01 Unless an internal user report conforms to the recommendations for an external user report, an internal user report should state that it is not to be given to an external user. [Effective December 31, 2013]
	.02 For the purpose of determining whether or not the work is in accordance with accepted actuarial practice, an internal user report continues to be an internal user report even if, in breach of the statement required by paragraph 4720.01, it is give...

	5700 Reporting
	.01 For work pursuant to this part, the actuary should prepare a report that
	describes the treatment of the liabilities for occupational disease claims, and states either that the amount of the benefits liabilities includes an appropriate allowance for potential occupational disease claims that are expected to arise after the ...
	.02 Depending on the terms of the engagement, the report should
	report the actuarial present value of any future assessments earmarked to amortize a current deficit or of any reductions in future assessments intended to reduce a  current surplus.
	.03 If the report does not include the results of the sensitivity testing that was completed, the actuary should prepare a separate report for the management of the public personal injury compensation plan that does include such sensitivity testing re...
	.04 The report should provide the following five statements of opinion, all in the same section of the report and in the following order
	.05 The report would be sufficiently detailed to enable another actuary to examine the reasonableness of the valuation.
	.06 The circumstances of the work may result in a deviation from accepted actuarial practice in Canada.  For example, the applicable legislation or the terms of the engagement may require that the actuary use a margin for adverse deviations that is ou...
	.01 An external user report on work pursuant to section 6200 should:
	 Describe any significant terms of the appropriate engagement that are material to the actuary’s advice;
	 Include the calculation date, the report date, and the next calculation date, if applicable;
	 Describe the sources of membership data, plan provisions, the post-employment benefit plan’s assets, if any, and historical claims data, if any, and the dates at which they were compiled;
	.03 An external user report that provides advice on funding should:
	.04 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:
	.05 An external user report should be sufficiently detailed to enable another actuary to examine the reasonableness of the valuation. [Effective June 30, 2013]
	Significant terms of appropriate engagement

	.06 Significant terms of the appropriate engagement may include matters such as:
	Membership data

	.07 The actuary would describe any assumptions and methods used in respect of insufficient or unreliable membership or census/employee data.
	.08 The actuary may describe limitations on the tests conducted in the review of the data which has been determined to be sufficient and reliable for purposes of the valuation(s). For example, the actuary may describe that the data tests will not capt...
	Methods
	.09 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 and the ...
	.10 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, if any, would include a description of any change to the asset valuation method used in the prior val...
	Types of valuations
	.11 An external user report with respect to a post-employment benefit plan would normally include information on only one valuation, which is typically a going concern valuation. To the extent that the external user report provides information with re...
	Assumptions
	.12 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 any changes to the assumptions used in the prior valuation.
	.13 For each valuation included in the external user report, the description of the assumptions would, if appropriate for the circumstances of the work, describe:
	 The development of the assumed claim costs;
	 The claims experience information used to develop the assumed claim costs; and
	 The extent to which the claims experience information has influenced the selection of the assumed future cost trend rates.
	Relevant results of the valuation
	.14 The results of the valuation will depend on the purpose(s) of the valuation and the circumstances of the work. The results of the valuation may include such information as:
	 The present value of projected benefits;
	 The present value of projected benefits allocated to periods up to the calculation date;
	 The projected cash flows; and/or
	 The service cost for periods following the calculation date.
	Reporting gains and losses
	.15 The reported gains and losses for a valuation would include the gain or loss due to a change in the actuarial cost method or a change in the method for valuing the assets, if any, and each significant change in assumptions and plan provisions dete...
	Sensitivity analysis
	.16 When following the recommendations to illustrate the effect of a change in discount rate, trend rate or other assumption on a valuation, the actuary would maintain all other assumptions and methods as used in the underlying valuation.
	Reference to other reports
	.17 The disclosures required in the external user report may be incorporated by reference to another actuarial valuation report prepared in accordance with accepted actuarial practice with the same calculation date.
	Statements of opinion
	.18 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.
	.19 While a separate statement regarding assumptions would usually be included in respect of each purpose of the valuation, the statements regarding assumptions may be combined where the statements do not differ among some or all of the valuation’s pu...
	.20 While a separate statement regarding methods would usually 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...
	.01 If a previous external user report was prepared with respect to the wind-up, the actuary should describe and quantify the gains and losses between the prior calculation date and the calculation date.
	.02 An external user report should:
	 Report the explicit assumption regarding the expenses of wind-up or justify the expectation that expenses will not be paid from the post-employment benefit plan’s assets, if any;
	 Report the funded status at the calculation date, and state whether an updated report will be required in the future;
	 If applicable, report the settlement value for each plan member when settlement is to be made by cash payments to the member;
	 If the actuary relies upon direction concerning unclear or contentious issues:
	.03 An external user report should include 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. [Effective June 30, 2013]
	Dates

	.05 The wind-up date of the post-employment benefit plan would be determined by the plan administrator or the plan sponsor or others with responsibility to wind up the plan, based on the plan provisions, the law, and the circumstances of the wind-up.
	.06 The calculation date of the funded status would usually be the wind-up date.
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