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Introduction 
This notice of intent (NOI) to revise the practice-specific standards for insurance (part 
2000) was approved for distribution by the Actuarial Standards Board (ASB) on June 9, 
2015. 

Background 
The ASB is committed to conducting general reviews of all parts of the Standards of 
Practice on a quinquennial basis. Specific items related to part 2000, such as economic 
reinvestment assumptions for life insurers, dividend recommendations for life insurers 
and changes to opinion wordings to address new accounting terminology in International 
Financial Reporting Standards (IFRS) have recently been addressed by designated groups 
(DGs) specifically formed to address these issues. However, some subsections within part 
2000 have not been reviewed within the past few years and a number of other potential 
enhancements to part 2000 have been recommended but not acted on as they related to 
facets of part 2000 that were outside of the DGs’ mandate. The ASB is also committed to 
enhancing consistency of standards across practice areas, where appropriate. With this 
background in mind, a DG (DG2000) was established in November 2014 with the 
mandate of reviewing part 2000 in its entirety and recommending changes as warranted. 
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Issues Identified 
The group solicited input from various stakeholder groups (e.g., regulators, Canadian 
Institute of Actuaries (CIA) practice committees, and representatives from previous DGs) 
as to potential revisions to part 2000, but this process was not exhaustive. Accordingly 
additional input is being sought. 

The feedback received fell into a number of categories: 

(i) Changes to improve general content and flow; 

(ii) Changes to improve consistency within the insurance practice or with other 
practice areas within the actuarial profession; 

(iii) Changes within each major subsection of part 2000 to reflect changes in actuarial 
practice; or 

(iv) Issues identified by stakeholders as requiring clarification or greater consistency. 

It is not clear at this point what impact the International Accounting Standards for 
Insurance Contracts (IFRS 4) will have on the Canadian actuarial standards for insurers. 
This topic will be the subject of a separate NOI. 

The DG2000 has identified a number of areas by which part 2000 could be improved or 
clarified and this NOI is the next step in the process to solicit feedback and identify 
concerns or support for potential changes. 

Proposed Changes 
This summary of proposed changes is structured as follows: 

1) General changes that would apply to all subsections within part 2000; and 

2) Specific changes that apply to particular subsections according to the practice 
area. 

General Changes 
All reviews of the Standards of Practice are encouraged to address topics such as 
consistency in numbering of sections, consideration as to how the dates of past revisions 
are presented and consistency in basic terminology. The DG2000 expects that its review 
will incorporate a number of these general initiatives. 

Consistency in terminology would include issues such as: 

(i) Use of “required”, “stipulated”, “mandated” and “specified”; 

(ii) Use of “Asset depreciation” versus “asset default”; 

(iii) Use of “Premium for default risk” versus “credit spread”; and 

(iv) Use of “fixed-income assets” and “non-fixed-income assets”. 

The DG2000 also intends to review the definitions of liabilities for consistency (e.g., 
“premium liabilities”, “claim liabilities”, “policy liabilities”, and “insurance contract 
liabilities”), to review the terminology that links actuarial standards with accounting 
standards (e.g., “accounting” versus “financial reporting”, “balance sheet” and “statement 
of income”), and to review the terminology used to describe investment matters for 
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consistency in usage (e.g., “investment policy”, “investment strategy”, and 
“reinvestment”). Changes to definitions will be referenced back to part 1000 of the 
Standards of Practice for consistency as applicable. 

Feedback was specifically received about consistency between the English and French 
versions of part 2000. Accordingly the DG2000 will also review the French translation to 
validate the reliability of the content in both languages. 

Other general considerations under review by the DG2000 include: 

1) Adding wording within part 2000 to the effect that the actuary is taking 
responsibility for data and confirmation that data are sufficient and reliable (for 
consistency with pension standards); 

2) Reviewing the numerical values that are provided in part 2000 to ensure that these 
remain appropriate and to consider whether these should be removed from the 
Standards of Practice and provided elsewhere; and 

3) Reviewing and considering the removal of sections within part 2000 that are 
essentially editorial or descriptive comments. 

Specific Changes 
The following paragraphs discuss some of the specific elements under consideration for 
designated subsections of part 2000. 

Section 2100 (All Insurance) 
One concern that can arise is that of uncertainty as to when the Standards of Practice for 
insurers would be applied. The DG2000 intends to revisit the definition of scope 
(paragraph 2110.02) to ensure that it is consistent with definitions provided in the 
Insurance Companies Act (ICA) and Income Tax Act related to “insurance activities” 
within the Canadian market. 

The general standards (subsection 1820) specify disclosure requirements and wording of 
actuarial opinions where an actuary receives direction on assumptions or methods as 
specified in the terms of an engagement. Given the nature of the work typically 
performed within the insurance sector, the DG2000 is considering adding wording to 
section 2100 to specify the extent to which it is permissible or appropriate for actuaries to 
rely on others to specify assumptions or methods. 

The group is considering whether there should be greater clarity within section 2100 as to 
the possibility of negative margins and where these would be permissible. Note that this 
may be an issue that is only of relevance to the life practice so it could belong in section 
2300. 

Paragraphs 2130.40 and 2140.26 provide direction for actuarial valuations performed 
where regulations require that liabilities be valued without taking into account the time 
value of money. The DG2000 is considering the removal of these paragraphs in the 
expectation that they may no longer be needed in the current regulatory environment. 

The group is considering adding reporting language in paragraph 2140.17 to reflect the 
situation where a new Appointed Actuary (AA) is providing the opinion and may not be 
in a position to opine on events or reporting that preceded their appointment. Under these 
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circumstances, the standard reporting language for the opinion might be revised to refer 
back to the prior actuary as being the party responsible for the opinion for previous 
periods. 

Section 2200 (Property and Casualty Insurance Valuation) 
The DG2000 intends to review this section to consider whether revisions are required to 
evaluate products with a term longer than one year. 

The group is intending to redraft sections pertaining to the premium liabilities and clarify 
whether a valuation of premium deficiency and write-down of deferred policy acquisition 
expense assets on a gross basis should be performed. 

An area of potential alignment with the life practice would be to provide clarification as 
to whether CTE(60) to CTE(80) is an appropriate target for stochastic work performed to 
calculate policy liabilities. 

Other changes in this section will pertain to instances where terminology used within it 
could be clarified. Examples of these would include the definition of gross premium 
deficiency and the use of life insurance-specific terminology (such as “C1” pertaining to 
asset default risk). 

Section 2300 (Life Insurance Valuation) 
The DG2000 intends to revisit paragraphs 2320.11–2320.15, which discuss the 
connection between supporting assets and cash flow forecasting. The group is intending 
to redraft the paragraphs to: 

1. Clarify the definition of unamortized and unrealized (or unrecognized) capital 
gains or losses; and 

2. Clarify the circumstances that may result in double counting or omission of cash 
flows associated with policy dividends. 

The group also intends to revisit paragraphs 2320.16–2320.27 to clarify the 
circumstances that would lead to extending the term of liabilities. 

It is considering amendments to the wording that references the use of mortality 
improvements for clarification as to the potential for aggregation. 

The DG2000 is considering a number of changes pertaining to segregated funds. These 
include: 

(i) Adding a separate subsection to consolidate the references that are specific to 
segregated funds; 

(ii) Clarifying which references are unique to segregated funds and which should be 
generalized beyond segregated funds (e.g., references to stochastic modelling and 
hedging instruments); 

(iii) Reviewing the material pertaining to segregated funds to ensure that it is 
consistent with material provided in educational notes; and 

(iv) Reviewing paragraph 2320.10.2, which pertains to the bifurcation approach for 
valuation of segregated funds, for consistency with paragraph 2320.01, which 
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specifies the use of the Canadian asset-liability method for the determination of 
insurance contract liabilities. 

The group is considering adding a reference to specify that the AA needs to perform a 
Source of Earnings analysis and to clarify the circumstances or situations where the 
analysis would apply. (The DG2000 noted that there is guidance elsewhere as to what 
would be included in a Source of Earnings analysis and is not intending to provide 
specific direction in this regard). 

Other changes in this section will pertain to presentation issues associated with the 
description of the prescribed scenarios and the potential restructuring of the section 
sequence for a more logical flow. 

Section 2400 (The Role of the AA) 
The DG2000 intends to revisit paragraph 2450.01, which concerns reporting on matters 
that affect the financial condition and is currently titled “Report on Matters Requiring 
Rectification”, and to consider revisions to the terminology used. Questions have arisen 
as to whether this section has sufficient rigour and whether it is consistent with the 
provisions of the ICA. 

The group received input from a stakeholder regarding potential revisions to this section 
to describe the role of the AA in regard to peer reviews, but does not anticipate making 
any changes in this regard. 

Other changes in this section will pertain to presentation issues such as the lists provided, 
updating the reference to the interim Joint Policy Statement in paragraph 2440.06, and 
the sequence of the contents. 

Section 2500 (Dynamic Capital Adequacy Testing) 
The DG2000 intends to revisit the wording around the construction of plausible adverse 
scenarios to ensure that it is consistent with guidance provided in educational notes which 
direct the actuary towards setting these scenarios at the 95th–99th percentile level. The 
group does not intend to specify quantitative targets within the standards, but wishes to 
ensure that the language used is clear and consistent with these targets. 

Similarly it intends to revisit the wording around the use and construction of integrated 
scenarios to ensure that it is consistent with the guidance provided as to the desired 
likelihood, severity and correlation of integrated scenarios. Wording reviews pertaining 
to the interdependence of scenarios, management response and ripple effect will also be 
considered for consistency with guidance. 

The DG2000 intends to revisit and strengthen the wording pertaining to the disclosure of 
assumptions, how scenarios are chosen, the interdependence of scenarios and the 
remedial action to be considered for greater consistency with current best practices. 

The group intends to add wording pertaining to the expectation that Dynamic Capital 
Adequacy Testing projections would be consistent with the initial year-end accounting 
basis. 

It is also considering either removing the wording pertaining to the potential triggers for 
an interim review or providing clarification of the types or severity of events that would 
be likely to trigger such review. 
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Other changes to this section will pertain to presentation items such as lists of issues for 
consideration. 

Section 2600 (Ratemaking) 
The DG2000 does not anticipate making any major revisions to this section. 

Items that were identified by a stakeholder as areas for potential review include the 
addition of requirements for disclosure and documentation and specifying that the 
potential impact of income taxes and cost of capital should be considered in ratemaking. 
The group does not anticipate making any changes in this regard. 

Section 2700 (Dividend Policy) 
The DG2000 does not anticipate making any major revisions to this section. 

Items under consideration for review include the reference to the contribution principle in 
dividend policy and a review of the section for consistency with educational notes. 

The group is also considering moving this section to be part of section 2300. 

Desired Outcomes 
The ASB is soliciting feedback on this NOI from members of the CIA and other 
insurance stakeholders. At this stage, feedback is particularly welcomed on: 

1. The key proposed changes described above; 

2. The scope of new educational guidance which may be required, if any; and 

3. Whether any other revisions or additions to the practice-specific standards for 
insurance (part 2000) should be made at this time. 

Members of the DG2000 
The group responsible for the development of the revisions to these standards of practice 
consists of eight members, with representation from both the life insurance and property 
and casualty insurance practice areas. The members are Michael Correa, Stéphanie 
Fadous, Edward Gibson (ASB liaison), Patricia Hladun, Julie-Linda Laforce, David 
Littleton, Josephine Marks (Chair) and Louis Nault. Parties interested in providing input 
directly to the DG2000 as the exposure draft is being formulated are welcome to identify 
themselves as representing specific stakeholders as appropriate. 

Proposed Timeline 
The ASB intends to publish a formal exposure draft later in 2015 after considering the 
comments received. During the period following its publication there will be ample 
opportunity for further comments. 

The ASB expects to make final decisions regarding the new standards of practice for part 
2000 in early 2016 and will set a date for their implementation at that time. 

Your Feedback 
Parties wishing to comment on this NOI should direct those comments to Chris Fievoli at 
chris.fievoli@cia-ica.ca and Josephine Marks at jmarks@eckler.ca by August 14, 2015. 
A webcast will be held in July 2015 regarding this NOI, and may also be used as a forum 
for providing comments or input. 

mailto:chris.fievoli@cia-ica.ca
mailto:jmarks@eckler.ca
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The ASB’s due process has been followed in the development of this NOI. 

 

JC, JM 


