
ACTUARIAL STANDARDS BOARD (ASB) MEETING No 61 
April 8, 2014 

Toronto, Ontario 
10:00 A.M. – 5:00 P.M. 

 

Present: Michael Banks 
Jim Christie, chair 
Luc Farmer  
Ty Faulds 
Conrad Ferguson 
Edward Gibson 
Jay Jeffery 
Bruce Langstroth, ex officio 
Camil Lévesque 
Laura Newman 
Dave Oakden 
Michel Simard, ex officio 
Tony Williams 

Absent: N/A 

Observer: Bob Howard, for item 61.5 (b), and Alexis Gerbeau for item 61.6, at the invitation of the 
chair. 

Staff:  Lynn Blackburn, Leona Campbell, Josée Racette 
 

Meeting Summary 
Approval of Agenda 

The agenda was approved as presented. 
 
Previous Minutes 

The minutes from the last meeting were reviewed and no corrections were noted. 
 

Motion: That the minutes of ASB Meeting No 60 held on January 28, 2014, be 
approved, as presented. 

Carried 
 
E-mail Votes 

The following e-mail vote was conducted since the last meeting, and is noted as follows: 
 

Motion: That the ASB’s response to the Exposure Draft of ISAP 3 – Actuarial Practice 
under IAS 19 Employee Benefits be approved, as presented. 

Carried on February 25, 2014 
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Disbanding Designated Groups (DGs) and Working Groups (WGs) 

 
Motions: That the Working Group for ISAP 2 be disbanded, with thanks. 

 
That the Working Group for ISAP 3 be disbanded, with thanks. 

Carried 
 
Reports from Designated Groups (DGs) 

a) Economic Reinvestment Assumptions 
Ty Faulds reported on the recent work of the DG and the current status of the Final Standards. The 
DG has approved the final version and it is now in the process of translation and SPEC review. ASB 
members were provided the opportunity to comment and ask questions. The following was noted: 
• One comment was received from OSFI regarding the removal of any reference to recognizing new 

business. The DG felt that it was already covered in the General Standards. However, the DG did 
agree to add back a reference about not taking into account new business. 

• There were no other material changes made between the Exposure Draft and the Final Standard. 
• It has been agreed that a publication date of May 15, 2014 is desirable for most users. The 

effective date will be October 15, 2014. 
• CLIFR is currently developing two educational notes to support the new Standards. They will likely 

be ready for release shortly after the release of the Standard. 
• No comments were received on the Initial Communication of the promulgation. The Final 

Communication will be unchanged from the Initial Communication, and it will be released along 
with the Final Standard. 

 
b) Standards on Modelling 

Bob Howard joined the ASB for the discussion and presented a brief overview of the revised Notice of 
Intent (NOI), which addresses the ASB’s request to incorporate the Modelling standards into the 
General Standards. The following was noted: 
• In sections 1820.01, 1820.02 and 1820.05 of the draft Standards, the word “model” needs to be 

underlined and the entire sections italicized. 
• Dave Oakden should be added to the list of DG members. 
• It is preferable to include, with the draft Standards that are being provided, the entire section that 

is being affected, even though there may not be changes throughout, for context and ease of 
reference. 

• A reference will be added, just before the section entitled “Timeline”, to explain what is in the 
appendices. 

• On page 2, the first paragraph should be removed as it is repetitive. 
• In section 1540.01, it was agreed to add the deleted sentence back in to the text and the new 

material added AFTER the text to be undeleted. 
• In the section entitled “Your Feedback”, it was suggested to remove some of the detailed 

scenarios and include just an open-ended question about the scope. However, the DG felt strongly 
about leaving the detailed questions in the NOI, and the ASB agreed to leave it as is. 

• In section 1110.31.1, the definition of “model” was discussed at length, but it was agreed to leave 
it as is in the NOI, which will open it up to comments from the members. 

• In section 1540.01, it was agreed to restructure the paragraph to read: “Control procedures that 
detect errors and decrease the effect of errors should be performed for calculations. The actuary 
should employ strategies to mitigate model risk.” 
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• In section 1540.11, it was suggested to change the term “adequately represented” to 
“appropriately represented”. 

• In 1710.04.1, it was agreed to remove “and especially in this section”. 
• Also in 1710.04.1, it was suggested to rephrase the last sentence to read: “The word ‘calculation’, 

when used in the context of a model, emphasizes the result of a model realization. This does not 
imply that other aspects of the model and associated work may be ignored.” 

• In section 1820.05.1, the entire item (including bullets) should be replaced by the first sentence of 
section 1820.11.1. 

• In section 1560.11, the word “external” will be removed. 
• In section 1710.06, in the second sentence, the word “actuary’s” should be removed. The word 

“report” should also be replaced by the word “work”. 
• It was further commented by one member that consideration should be given to separating the 

Standard on Modelling from being integrated within the General Standards. The ASB agreed that 
the NOI should, however, still be released in its current format. 

• In 1560.11, the issue of due diligence was discussed at length. It was agreed to leave the text as is, 
and to revisit the wording following member input, prior to issuing the exposure draft. 

 
Motion: That the Revised Notice of Intent Regarding Standards of Practice for the Use of 

Models be approved as amended, for release, and that the chair of the designated 
group, in consultation with the Head Office, be authorized to make any necessary 
editorial corrections (e.g., spelling, punctuation, format, grammar, cross-
references) prior to its release. 

Carried 
 
c) ISAP 1 

Michael Banks provided an overview of the draft exposure draft that the DG has prepared, 
highlighting the key changes since the last time the ASB discussed the document. ASB members were 
provided the opportunity to comment and ask questions. The following was noted: 
• The reference to CAE should be changed to AEC (Actuarial Evidence Committee) throughout the 

document. 
• In the 7th sub-bullet of the second main bullet, the words “, margins for adverse deviations,” 

should be deleted. 
• It was commented by the DG tasked with reviewing the General Standards, that perhaps these 

changes should be merged with their work. However, it was agreed that this project has been 
underway for some time and that it should continue, at this stage. If the work of the General 
Standards DG progresses, the ASB can re-evaluate at a later date. 

• The proposed change referred to at the bottom of the memo to ASB should be passed on to Paul 
Della Penna (Section 1820.06). 

 
Motion: That the Exposure Draft for Standards of Practice – Revisions to the General and 

Practice-Specific Standards – Consistency of Reporting and Conformance with 
International Standard of Practice 1, be approved as amended, for release, and that 
the chair of the designated group, in consultation with the Head Office, be 
authorized to make any necessary editorial corrections (e.g., spelling, punctuation, 
format, grammar, cross-references) prior to its release. 

Carried by at least 2/3 of ASB Members 
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d) ISAP 2 
Edward Gibson reported on the recent developments with regard to this project. He has agreed to 
chair the group. 

 
Motions: That a Designated Group for ISAP 2 be created with the following mandate: 

To consider changes necessary to our Standards of Practice so that actuaries 
following them will also be substantially in conformance with ISAP 2 – Social 
Security. 
 
That Edward Gibson (chair and ASB liaison), Guillaume Barrette, Tom Levy, Michel 
Montambault, Philippe Guèvremont and Sari Harrel be appointed as members of the 
Designated Group for ISAP 2 – Social Security. 

Carried 
 
e) ISAP 4 

Jim Christie reported that the DG is now awaiting the release of the Statement of Intent from the IAA 
and is working proactively to maintain a link with the CIA/IAA members working on the project, in 
order to stay abreast of all developments. 

 
f) General Standards 

Jay Jeffery reported that the DG has begun its work. The review of the General Standards was divided 
amongst the DG members. It is hoped to have an NOI ready in time for the October meeting. It is 
anticipated that some sections will only require minor changes, while others will require more 
significant review and changes. 
 
It was noted that the DG should remain aware of other changes that are in development within the 
General Standards (e.g., ISAP 1, Modelling). The ASB will ultimately determine the order in which the 
proposed revisions will be implemented, depending on the timing. 

 
Motion: That François Vincent be appointed to the Designated Group for review of the 

General Standards. 
Carried 

 
g) Pension Commuted Values Standard – Promulgated Mortality Table 

Conrad Ferguson reported on recent discussions and the work of the DG. The consensus among the 
DG members is that it would be ideal to use only one table, but additional testing is required, in order 
to make sure it would be fair. Consultation with key stakeholders is also underway. 
 
The current plan is to issue two separate promulgation communications - one for the pension 
Standard and one for the marriage breakdown Standard. 

 
Initial Communication – Promulgation of Calibration Criteria for Investment Returns 

Alexis Gerbeau joined the ASB for the discussion and presented some background information 
surrounding the development of the calibration criteria. The ASB members were provided an 
opportunity to provide comments and ask questions. A few clarifications were provided. The following 
was also noted: 

• In the section entitled “Left-Tail Criteria”, the first paragraph should be revised to read: “Two sets 
of calibration criteria have been established for the left tail of fixed-income return distributions: 
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one applicable to Canadian broad-based fixed-income indices representative of the bond universe 
in Canada, and one applicable to U.S. broad-based fixed-income indices representative of the bond 
universe in the U.S.” 

• It was agreed that the establishment of two tables is an acceptable approach. 
• In the table entitled “Initial Benchmark Yields”, the second column heading should read “Federal 

Yield” instead of “Government Yield”. 
 

Motion: That the Initial Communication of a Promulgation of Calibration Criteria for 
Investment Returns Referenced in the Standards of Practice for the Valuation of 
Insurance Contract Liabilities: Life and Health (Accident and Sickness) Insurance 
(Subsection 2360), having met all of the requirements outlined in Section D – 
Promulgation – Step 1 of the Due Process for the Adoption of Standards of Practice, 
be approved as amended, and that the chairperson of the designated group, in 
consultation with the Secretariat, be authorized to make any necessary editorial 
corrections (e.g. spelling, punctuation, format, grammar, cross-references) prior to 
publication. 

Carried 
 
 
Standards of Practice for Pension Plans (Part 3000) – Letter from a Member to ASOC 

Jim Christie reported that he has responded to the member who had submitted the request to indicate 
that the ASB is working on the issues that he raised. No further communication has been received. 
 
New Designated Group – Economic Assumptions 

Jim Christie reported on recent discussions with the Pension Plan Financial Reporting Committee 
(PPFRC) and the Actuarial Evidence Committee (AEC). The composition of the groups was discussed and 
agreed upon with both committees. It was also suggested to recruit a non-pension/actuarial evidence 
practitioner from the ASB to serve on the group. Edward Gibson and Ty Faulds are willing to serve. Gavin 
Benjamin was also suggested as a potential member or chair. 
 

Motion: That a Designated Group on Economic Assumptions be created with the following 
mandate and composition: 
 
Mandate 
To review Section 3500 Pension Commuted Values and Section 4500 Capitalized 
Value of Pension Plan Benefits for a Marriage Breakdown and recommend any 
changes which may be appropriate. 
 
Composition for Phase 1 – Review of Section 3500 
Four Pension and two Actuarial Evidence (Marriage Breakdown) practitioners. 
 
Composition for Phase 2 – Review of Section 4500 
Four Actuarial Evidence (Marriage Breakdown) and two Pension practitioners. 

Carried 
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Reports from Working Groups (WGs) 

Calibration Criteria for Stochastic Models Used for SRPs 
Conrad Ferguson reported that the WG has agreed that work should proceed on this project and that a 
formal designated group should be formed. 
 
Succession Planning 

Jim Christie reported that Michael Banks’ term will come to an end on July 1st. Catherine Robertson is 
being recommended to the ASOC, at its meeting tomorrow, as a new ASB member.  
 
A search will also soon be underway for a new ASB chair to take over in July 2015. It is expected that a 
formal announcement will go out to all CIA members, as was done previously, to recruit potential 
candidates. 
 
Risk Identification and Assessment 

Jim Christie and Michel Simard provided the ASB with an overview of the request from the CIA to 
identify and assess any risks that it perceives with regard to its work. The following risks were identified 
by one or more members to be considered for possible inclusion in Risk Assessment document : 

• The reputational risk of establishing Standards that narrow the range of practice to the wrong 
approach. The reverse is also possible, with Standards that do not sufficiently narrow the range of 
practice. 

• Keeping Standards up-to-date. 
• Non-traditional areas – Would actuarial standards make it difficult for actuaries to compete with 

other professions who have lesser or no standards? 
• Are actuarial disclosures strong enough? 
• Credibility with our stakeholders (e.g., timeliness, quality) 
• Risk that the regulators impose Standards that are not in the best interest of the actuarial 

profession. 
• Risk of losing the CIA’s self-regulating status. 
• Not requiring consensus – This is also a good thing since it does not constrain the ASB. 

 
Review of Action Items and Future Projects 

The ASB reviewed its action items and Future Projects List.  
 

Report on Recent/Upcoming Meetings 

Several recent/upcoming meetings were identified. The following was also noted: 
 
OSFI/CIA/ASB – December 17, 2013 
The minutes of the meeting were provided for information. 
 
Autorité des marchés financiers (AMF) – April 2, 2014 
Michel Simard provided a brief report on the meeting. On the P&C side, the AMF was asked to address 
an issue that was raised with regard to a “MCT” obligation (MCCSR equivalent) in Québec which is 
different than elsewhere in Canada. The AMF will be looking into the matter further. 
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Régie des rentes du Québec (RRQ) – April 2, 2014 
Conrad Ferguson provided a brief report on the meeting. They were very happy/interested that we are 
taking action is some key areas. 
 
CIA Annual Meeting – Vancouver – June 18-19, 2014 
Jim Christie reported that Ty Faulds and Bob Howard are already scheduled to present a session on the 
work of their respective DGs. A timeslot during that session is also available for a general ASB update. 
Tony Williams may be attending the AGM. Jim Christie will follow up with Tony and Ty to determine 
who will moderate the general ASB session. 
 
Future Meetings 

The ASB confirmed its intended upcoming meeting schedule as follows: 
     June 3, 2014 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 
     August 12, 2014 – 9:30 a.m. – 4:30 p.m. (via teleconference) 
     October 7, 2014 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 
     December 2, 2014 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 
     January 27, 2015 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 
 
Other ASB Business 

There was no further ASB business to discuss. 
 
Joint ASB/ASOC Meeting 

ASOC members joined the ASB for an educational session on Economic Assumptions for Stochastic 
Modeling (presented by Conrad Ferguson) and Defined Benefit Pension Fund Investment Policy & Rate 
of Return Assumption Setting (presented by Tony Williams). The following was noted: 

• There is a focus on the insurance side on establishing calibration criteria rather than prescribing 
use of specific models. Establishing calibration criteria was felt to be critical for narrowing the 
range of practice on insurance side. Establishing calibration criteria was felt to be similarly 
important in the pension area, particularly with regard to Shared Risk Plans (SRPs). This highlighted 
an existing gap in pension standards. 

• The ASB has discussed ensuring that whenever a Part of the Standards is up for review, that the 
designated group be asked to consider the level of disclosure and sensitivity testing. 

• There was some concern that if the actuarial Standards get too far ahead or become too expensive 
to adhere to, other professions will step in to do work currently done by actuaries. Conversely the 
existence of actuarial standards can serve to differentiate work done by actuaries from other 
potential providers. 

• Is the legal framework of pensions really understood by the plan beneficiaries? Most seem to think 
that the plans are guaranteed. How can the CIA/ASB help to correct that issue/perception? 

• Changes to the demographics, as well as in interest rates, since the early days of DB plan design, 
are causing issues today. Back then, it was easier to say that benefits were guaranteed. 

• We are developing tools that will allow us to be more specific about pension plan members’ 
expectation of ultimately receiving their full benefits.  

• Because plans are more mature today, a very small change in the plan’s investment assumptions 
can have a huge cost in terms of current pension funding costs. Building models will be key to 
educating people in the future. 

• Enhancing the governance of the pension plans will be key. 
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• Much of this is echoed in the International Monetary Fund’s recent assessment for Canada: There 
is a gap in regulation in dealing with management around pension plan assets.  

 
 
Other ASB/ASOC Business 

There being no further business, the meeting was adjourned at 5:05 p.m. The next scheduled meeting of 
the ASB will take place in Toronto, Ontario on June 3, 2014. 


