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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 94 
AUGUST 21, 2018 
TELECONFERENCE 
NOON – 3:00 P.M. 

 

Present: Nathalie Bégin 
Elizabeth Boulanger (joined at 1:00 p.m.) 
Stephen Cheng 
Conrad Ferguson, chair  
Alexis Gerbeau  
Mario Marchand  
Josephine Marks, vice-chair  
Geoffrey Melbourne 
Rebecca Rycroft  
Faisal Siddiqi, ex officio  
Michel Simard, ex oficio (joined at 12:20 p.m.) 
Tony Williams 

Staff: Josée Racette 

94.1 Approval of Agenda 

Conrad Ferguson opened the meeting at noon and welcomed everyone to the first ASB meeting 
via Skype. 

The motion at item 6i will be modified to also include the nomination of designated group 
members. 

The agenda was approved as amended. 

94.2 Previous Minutes 

The minutes from the last meeting were reviewed. The following was noted: 

• Under Guests: Add “and” so it reads “…for item 7 and for item 15…”. 

Motion: That the minutes of ASB meetings N° 93 held on June 5, 2018 be 
approved as amended. 

Carried 

94.3 E-mail Votes 

There was one e-mail vote since the last meeting. 
Motion: That the Exposure Draft – Exposure Draft for Revisions to Sections 3400 and 6400 of 

the Standards of Practice for Consistency be approved as presented, for release, and 
that the chairperson 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 members on July 12, 2018 

94.4 Disbanding Designated Groups (DGs) and Working Groups (WGs) 

There was no designated group or working group to be disbanded.  
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94.5 Review of Action Items 

Replace Dave Pelletier as ASB representative on Standard-Setters Round Table (SSRT): 

Dave has agreed to remain as the ASB representative until the end of 2019. 

Identify major inconsistencies in the standards across practices 

It will be handled as part of the quinquennial review of standards. 

From the last meeting: 

• Submission on ISAP 4: completed. 

• ASB due process: being presented to the Actuarial Standards Oversight Council (ASOC) in 
August 2018. 

• Effective date of the pension disclosure standards: completed. 

• Responsible Investing: waiting to hear back from the Committee on Investment Practice. 

94.6 Reports from Designated Groups (DGs) 

a) Integration of DCAT/ORSA 
Alexis Gerbeau reported that the DG is busy drafting the changes to the standards and 
expects to be ready to present a draft to the ASB in approximately two months. The following 
was also noted: 

• One of the main changes being proposed is a change to the definition of satisfactory 
financial condition.  

• To strengthen the conditions to be met, under adverse scenarios, there will be the 
introduction of going concern scenarios and gone concern scenarios. Under the going 
concern scenarios, the capital ratio will need to remain above the regulatory 
minimum. Under the gone concern scenarios, the capital ratio will need to show a 
surplus. 

• The revised definition is consistent with the Office of the Superintendent of Financial 
Institutions’ (OSFI’s) capital framework and the DG does not expect a lot of resistance 
from actuaries/insurers. 

• General trend toward being less prescriptive. Currently in the standards, there is a 
minimum number of scenarios tested and a prescribed time horizon for the DCAT. 
Those minimums will be removed and left to the judgment of the actuary (adapted to 
the circumstances of the insurer).  

• Report: a few changes are being contemplated. 

b) Pension Stochastic Models 
Mario Marchand presented a brief update. The following was noted: 
• The exposure draft was published on June 14, 2018; the comment period ends on 

September 30, 2018. To date, two comments have been received. 

• One comment addresses the correlation matrix, proposing a small adjustment to take 
into consideration that some models are quite complex and use more than one matrix. 

• Since we ask for a lot of disclosures, it is felt that the actuary should add a commentary 
on the assumptions that are most material to the outcome. 
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• Once the comment period is over, the DG will review the comments received. 

c) IFRS 17 
Alexis Gerbeau reported that the exposure draft was published in May with a deadline for 
comments of August 31, 2018. So far, three comments have been received. The DG will 
reconvene in the fall to review the comments received. 

Conrad indicated that the work with regard to moving portions of part 5000 to a new section 
2800 will resume since the ED on part 5000 will be available shortly. 

CLHIA has requested a two-year extension (to January 1, 2023) on the implementation of  
IFRS 17. 

The Committee on International Insurance Accounting has prepared an educational note to 
identify the key differences in the measurement of insurance contract liabilities between IFRS 
17 and current CIA Standards of Practice and supporting guidance. It is expected to be 
approved by the Practice Council (PC) in the near future. 

d) General Review (other than mortality) for Sections 3500 & 4500 
Conrad Ferguson reported that the DG has reached a consensus on an approach and the first 
draft of proposed changes to the exposure draft will be discussed by the DG on August 22. 

A notice was published a few weeks ago to update the members on the progress to date. It 
mentioned that “our expectation for the earliest possible implementation date is sometime 
in the second calendar quarter of 2019”. One member responded to indicate concerns about 
the delay (would have preferred a more rapid implementation). The ASB due process states 
that if the required changes are substantial enough, a repetition of the exposure draft is 
considered necessary. 

The ASB just received a letter from the Multi-Employer Benefit Plan Council of Canada 
(MEBCO) also expressing concerns about the delay. 

Two major changes are being made to the proposal as follows: 

• Use 50% of the age that produces the highest value, and 50% of the earliest 
unreduced retirement age value; 

• Commuted value for target benefit plans: going concern value based on assumptions 
of the last valuation but if a plan has documentation to suggest that it should be 
something else, the actuary can recommend that basis, subject to the approval of the 
superintendent of pensions. 

When the document is submitted to the ASB, it will have to decide whether it should be re-
exposed. There was some discussion about the merits of reducing the length of the 
comment period; it was decided, due to the sensitivity and importance of the issue, to allow 
a full comment period of 90 days. 

A webcast on the proposals is being planned, perhaps combining an update on the review of 
the pension standards and the commuted value. 

It was decided that a special meeting of the ASB might be convened prior to the next 
scheduled meeting of the ASB to expedite the issuance of the document.  
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e) ISAP 3 
Geoffrey Melbourne reported that the comment period on the exposure draft ends on 
October 19, 2018. No comments have been received to date. 

f) Mortality Improvement Scale for Commuted Values Purposes 
Conrad Ferguson had prepared a memo to the DG following the discussion on this topic at 
the last meeting.  

Geoffrey Melbourne reported that the DG considered the memo and prepared a response. 
The main thrust of the DG’s response is that they see the administrative issue as the most 
significant one. The DG members’ willingness to continue to participate in the process is 
encouraging. They also indicated that the timing should be harmonized with the changes 
being made in the context of the commuted value. 

After some discussion, it was decided to wait until after the re-exposure draft (review of 
section 3500) is published to trigger the work of the DG on the mortality improvement scale. 
The aim will be to present an initial communication to the ASB at the December ASB meeting 
to ensure a minimum of five months between the publication of the initial communication 
and the effective date of the promulgation, as per the due process. 

g) Peer Review 
Geoffrey Melbourne reported that the deadline for comments on the exposure draft was July 
15, 2018. The DG received several responses. The overarching theme of the comments, 
mainly from insurance practitioners, is that they would prefer that the content related to 
external reviews be left in the standards rather than moved to an educational note.  

The DG will convene to review the comments and attempt to present final standards to the 
ASB at its October meeting. 

h) Review of Part 5000 
Mario Marchand presented the revised version of the exposure draft. The following was 
noted: 

• The exposure draft now tracks changes proposed against the current standards. 
Changes made since June are highlighted in green (very minor). 

• Some edits to the French version were suggested.  

Motion: That the Exposure Draft to Revise the Practice-Specific Standards for Public 
Personal Injury Compensation Plans (Part 5000) be approved as presented, for 
release, and that the chairperson 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 members 

i) Promulgation of URR and Stochastic Calibration Criteria 
Josephine Marks reported that the next step is to appoint the members of the DG. Their first 
call is scheduled early September. An update from the DG as to the direction being taken will 
be presented at the October meeting. 

The DG must keep in mind that the year end for banks is October. 

The last time the promulgation was updated, there had been a question about the approach. 
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It was noted that volunteer profiles do not always contain sufficient information. 

Motion: That Steve Bocking be appointed as chair and that Jonathan Boivin, John 
Campbell, Emmanuel Hamel, and Cory Wiebe be appointed as members of the 
Designated Group on the review of the promulgation of the ultimate 
reinvestment rate (URR) and stochastic calibration criteria. 

Carried 

94.7 ISAP 6 
Josephine Marks reported that she contacted the chair of the Enterprise Risk Management 
Practice Committee (ERMPC). The following was noted: 

• ERMPC is looking into the matter and should have a recommendation for the October 
2018 ASB meeting. 

• Currently, there is not much in the standards on risk management-type topics. 

• Should the ASB consider adopting ISAP 6? 

94.8 IFRS 17 and Professional Standards 
Elizabeth Boulanger provided some background information. Under IFRS 17, there is no need for 
an actuary to produce the actuarial liability. For Canadian regulatory purposes, the Insurance 
Companies Act requires that it be an actuary presenting an opinion.  

Therefore, section 2400 of the standards needs to be modified (statement of opinion) to align 
with the regulatory requirements in the context of IFRS 17. 

It was suggested that a P&C actuary be recruited to be part of the DG. 

The mandate of the DG needs to be defined and a chair also needs to be recruited. 

Motion: That the ASB approve the creation of a Designated Group to Look at the Role of the 
Actuary in the Context of IFRS 17 and that Wally Bridel, Trevor Howes, Ralph Ovsec, 
Lesley Thomson, and Phil Watson be appointed as members of the Designated 
Group to Look at the Role of the Actuary in the Context of IFRS 17. 

94.9 ISAP 1 General Actuarial Practice 
Conrad Ferguson reported that he briefly reviewed the document and there did not seem to be 
any major flaw. The deadline for responding is the end of August. 

94.10 ASB Response on Proposed CIA Restructuring 
Conrad Ferguson reported that there was a meeting held in July with representatives from the 
CIA Board, the Head Office, ASOC, ASB, and PC. ASB’s primary concern, namely its authority and 
responsibility with regard to standards and the role of the Standards and Guidance Council (SGC), 
was discussed. ASOC’s concerns were also discussed. 

There was a good discussion on why the CIA was moving in this direction, namely so the CIA 
could gain increased insight in and oversight over the activities of volunteers. Another stated goal 
is to enhance overall effectiveness. Sharon Giffen indicated that the recruitment of DG members 
would be outsourced to the SGC but that the ASB would retain the authority to appoint the 
members (including the chair) and to follow up on all the DG’s work until the standards are 
approved. Any educational note requirement would be handled by the chair of the DG and 
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possibly a subgroup under the SGC. This issue (development of guidance material) has not been 
fully resolved. 

The role of the Practice Development Council (PDC) will be to look ahead (allowing the CIA to 
better plan resources and activities). 

The need for clear communication about who does what was identified. 

The question of working groups formed by and from within the ASB was not raised. 

Implementation details about the coordination between the ASB and the PC have not yet been 
ironed out. It was noted that the development of an ASB work plan will be a very useful tool to 
identify the needs over the next year (resource planning exercise). 

Note: Recruitment of potential DG members by the SGC will not take place until phase II of the 
CIA restructuring is implemented. 

94.11 FICOM’s request to review paragraph 3240.05 of the SOP 
Stephen Cheng provided a very brief update on FICOM’s request for the ASB to amend paragraph 
3240.05 concerning termination expenses. 

After the discussion at the last meeting, the consensus is that there is nothing wrong with the 
standards and that FICOM’s concern could be addressed via an educational note.  

A meeting with FICOM is being organized in September. 

Conrad reported that he has not yet responded to their letter. 

94.12 Work Plan for 2018-2019 

It is the first time that an attempt is made to document what the ASB should be working on 
during the coming year based on our strategic plan. ASB members felt that such a plan will be 
very useful. 

It might also be useful to divide it by quarter. Enterprise Risk Management (ERM) could be 
included so that progress can be monitored and measured. 

The document presented today is still in draft form and will be revised based on the comments 
received from the ASB members. It will also be presented to ASOC for their feedback. 

94.13 Annual Report to the CIA 
A draft annual report to the CIA has been prepared. Three people volunteered to review it before 
the end of August. 

94.14 Working Group on the Review of Part 3000 
Some of the questions/issues that need to be looked at as part of the next steps are: finding and 
appointing the members of the DGs, arranging/holding a webcast, and whether the document 
prepared by Mario Marchand should be published. 

Mario provided a brief update on the activities since the last ASB meeting. Following that 
meeting, edits were made and circulated to the members of the WG. That version was included 
in the meeting package. Mario’s thoughts on some of those issues are inserted in boxes in the 
document. 
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Three DGs will need to be created to deal with the following issues: benefit security, meaningful 
stress testing, and review of other components of the current part 3000 standards (including the 
inclusion of annuity purchase guidance in the standards). Attempts will be made to recruit all the 
DG members so they can be appointed in October. 

It was decided that there was no need to publish the document. 

A webcast to cover the general direction and the mandates of the three DGs, and the commuted 
value changes will be organized, preferably in mid-October. 

Motions: That the ASB approve the creation of three designated groups to handle the 
quinquennial review of part 3000 with the following mandates: 

Designated Group on Benefit Security:  

• Determine if a new basis to measure benefit security should replace the current 
“solvency or hypothetical wind-up basis” in our standards; 

• Benefit security is largely dependent on the financial health of the plan sponsor for 
traditional defined benefit pension plans. The DG will have to explore what rules can be 
implemented, if any, concerning that important variable of the equation. In other 
words, do we have to monitor the financial health of the plan sponsor? 

For public companies, information is available from the market. For private companies, 
a possible solution is to ask for a copy of the financial statements. If the access is 
denied, then the actuary will have to say so in the valuation report. If a copy is 
provided, then the actuary has the information to evaluate the financial health of the 
plan sponsor. Do we have the necessary expertise to make that evaluation?; and 

• The DG must have in mind that the communication of information about benefit 
security to plan members and beneficiaries rests with the regulators. Our role is to 
develop appropriate measures to make that communication efficient.  

Fiduciary responsibility 

• Need to explore the legal aspects and the stakeholders’ perceived responsibilities 
concerning our role; 

• Need a legal review of precedents (court decisions) concerning the responsibilities of 
actuaries. 

Designated Group on meaningful stress testing 

• Develop stress tests that cover both assets and liabilities to show the net impact on 
funded ratio: 
o Those tests must provide information on both the going concern basis and the basis 

that will be applicable to measure “benefit security”. Several decisions will have to 
be made as to the nature of those tests (e.g. closed group vs open group, 
deterministic vs stochastic); 

o Adaptations or variations of those tests according to the different types of pension 
plans should be considered; 

o The tests should show plausible impact on all fund assets including alternative 
investments such as real estate, infrastructure and derivative strategies; and 
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o The tests must be practical. Many pension plans are very small and our standards of 
practice should recognize that reality. A simplified approach should be available for 
those plans. 

• Identify areas where education is needed: 
o New types of investments appear regularly on the market. Actuaries must have an 

appropriate level of knowledge; 
o More attention must be paid to the relationship between assets and liabilities. 

Particularly true in an environment where more and more plans are funded only on 
going concern basis. 

Designated Group on the full review of part 3000 

• Full review of the current standards of practice covered by part 3000 – Pension Plans 
excluding the aspects which are covered by the DG on benefit security. Further 
adjustments to those standards may be required following the work done by the DG on 
benefit security; and 

• To incorporate the annuity purchase guidance into part 3000. 

94.15 Webcasts 
See item 94.14 above. 

94.16 Report on Recent/Upcoming Meetings 
There will be a meeting with OSFI and the CIA on October 18. Josephine and Conrad will attend. 
A preparatory call will likely take place in September. 

Retraite Québec response to the Committee on Pension Plan Financial Reporting (PPFRC) on 
letter of credit issue: following the last ASB meeting, the chair of PPFRC, the chair of the PC and 
the chair of the ASB had an exchange of e-mails on a potential approach. 

The chair of PPFRC is preparing a response, providing more justification on why PPFRC feels that 
the approach taken is within the range of acceptable actuarial practice. It was suggested that 
Mario Marchand review the response. 

Another option could be to have a conversation with Retraite Québec, the Standards and 
Guidance Council and the ASB to try and resolve the issue. 

94.17 Future Meetings 
The ASB considered its intended upcoming meeting schedule as follows: 

October 9, 2018 – Teleconference 
December 4, 2018 – 9:30 a.m. - 4:30 p.m. (Toronto) 

A special meeting of the ASB might be convened once the document in support of the review of 
section 3500 is ready. 

Meeting dates for next year will be determined in the near future. 

94.18 Other ASB Business 

There being no other business, the meeting concluded at 2:08 p.m. The next scheduled meeting 
of the ASB will take place on October 9, 2018 via teleconference. 


