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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 72 
OCTOBER 7, 2015 

TORONTO, ONTARIO 
9:30 A.M. – 3:00 P.M. 

 

Present: Stephen Cheng 
Ty Faulds (chair) 
Conrad Ferguson 
Jacqueline Friedland 
Alexis Gerbeau 
Edward Gibson 
Laura Newman (by phone) 
Catherine Robertson 
Faisal Siddiqi, vice-chair, Practice Council 

Absent: Pierre Dionne, ex officio, Dave Oakden, Michel Simard, ex officio, and Tony 
Williams 

 
Observer: Paul Della Penna for items 72.5 (d) and item 6; Gavin Benjamin for item 72.5 (e); 

Hélène Baril and Danielle Harrison for item 7; all at the invitation of the chair. 

Staff: Lynn Blackburn (by phone) 
Josée Racette 

 
72.1 Approval of Agenda 

Ty Faulds formally welcomed Jacqueline Friedland as the newest member of the ASB. 
 
The agenda was approved as presented. 
 

72.2 Previous Minutes 

The minutes from the August 11 and the September 14 meetings were reviewed. 
 
Motion: That the minutes of ASB meetings No 70, held on August 11, 2015 and 

No 71 held on September 14, 2015 be approved, as presented. 
Carried 

 
72.3 E-mail Votes 

Motion: That the Exposure Draft for Standards of Practice ─ Use of Models be 
approved 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 August 31, 2015 
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72.4 Disbanding Designated Groups (DGs) and Working Groups (WGs) 

Motions: That the DG for Minor Revisions to the Standards of Practice to Comply 
with the Access for Ontarians with Disabilities Act (AODA) be disbanded 
with thanks, effective immediately. 
 
That the DG for the Promulgation of Pension Mortality Tables be 
disbanded with thanks, effective immediately. 

Carried 
 
72.5 Reports from Designated Groups (DGs) 

a) Standards on Modelling 
The ASB received an update on the progress of this DG. The exposure draft and the draft 
educational note were published on October 5 and were announced to the members on 
October 7, 2015. The following was noted: 

• Faisal Siddiqi mentioned that there was considerable discussion on wording of the 
educational note at the PC. Editorial changes were made. The main change was to 
introduce a P&C example in section 1.2. 

• The US ASB released a 2nd exposure draft on modelling. 
• The American Academy of Actuaries (AAA) held a webcast on September 30 on a 

number of standards, including the standard on modelling (catastrophe modelling). 
• The DG needs to monitor international developments in this area. 
• There was a brief discussion on model risk management and whether it was 

adequately covered in the draft educational note and standard. 
 

b) ISAP 2 
Edward Gibson reported that the ASB had approved the release of the exposure draft at the 
June meeting but that changes recommended by the Standards of Practice Editing 
Committee (SPEC) during the review of the English version had necessitated further 
discussions at the DG. The following was noted: 

• Approximately two-thirds of the recommendations made by SPEC were accepted. 
• The French version of the document is currently undergoing a review by SPEC. No 

major changes are anticipated. 
• One commenter asked about the rationale for adding a new part to the standards, as 

they are already rather voluminous. 
• There was a good discussion at the DG about open and closed groups. 
• A change to the timeline is being made: it is expected that the final version will be 

published in the first quarter of 2016 rather than the fourth quarter of 2015. 
• The comment period will be 60 days.  
• It should be published by the end of the month. 

 
c) IFRS 4 

Ty Faulds mentioned that the comment period on the NOI is over. There is no urgency with 
this project as we must wait for the IASB/IAA to publish their document before we proceed to 
the exposure draft stage. The following was noted: 



3 
 

• At least one comment was received to date. It suggested starting a completely 
complete standard dealing solely with international standards. 

• Should the ASB provide an update to the membership, as there will be a long period 
between the NOI and the exposure draft? 

 
d) Review of General Standards (Part 1000) 

Paul Della Penna joined the ASB for this item and presented an update on the progress of this 
project. The following was noted: 

• Ty Faulds and Paul Della Penna traded a few e-mails on the NOI, specifically about the 
two issues raised in the memo to ASB that accompanied the NOI, namely practice 
versus conduct, and the hierarchy of recommendations. 

• Comment period on the NOI has ended and no comments were received. 
• A partial exposure draft was circulated to the DG (sections 1100 and 1200 only so far). 

Comments from DG members are expected before the end of October. 
• By early November, the DG hopes to proceed with the redrafting of part 1000. 
• The DG is trying to restrict the standards to those things that relate to practice, not to 

professional conduct.  
• It is also an opportunity to reduce the size of part 1000. 
• The ASB felt that although it is generally supportive of the intent of separating 

practice and professional conduct, it chooses to reserve judgment until it sees the 
actual wording. 

• It was suggested that a comparison document be prepared, clearly indicating where 
text being deleted is covered in the Rules of Professional Conduct. 

• The DG is hoping to present an exposure draft at the February 2016 ASB meeting. 
 

e) General Review (other than mortality) for Sections 3500 & 4500 
Catherine Robertson and Gavin Benjamin (who joined the ASB for this item) provided an 
overview of the changes made to the NOI since it was discussed at the September 2015 ASB 
meeting. The following was noted: 

• The NOI was discussed during a special call in September. 
• The changes made since then are highlighted in the version of the NOI inserted in the 

package and includes the comments from the Committee on Pension Plan Financial 
Reporting (PPFRC) and the Committee on Actuarial Evidence. 

• A change in the introduction (verb tense was changed since the promulgation of the 
mortality table came into effect on October 1, 2015). 

• Section 1, an update to clearly indicate that the pros and cons listed did not constitute 
an exhaustive list. There were also some minor wording changes. 

• Section 2, p. 7, changes were made to the third question so as not to single out 
Ontario. 

• Section 3, it specified that credit risk and expenses were ignored, and the DG is asking 
for feedback. It was decided to add a question as to whether the adjustment for 
liquidity should be market-based or fixed. 

• P. 8, there is an explicit question about whether the 90 basis point adjustment is 
appropriate, while the second question asked whether a distinction should be 
introduced between indexed and non-indexed pensions. 

• P. 9, a sentence was deleted. 
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• A section was deleted and the topic covered under Disclosure. 
• The now-renumbered section 6 was modified to better indicate why the DG is making 

the recommendation mentioned in the document. 
• P. 14, a clarification was added concerning the calculation of a commuted value that is 

higher than when calculated in accordance with the SOP. 
• P. 15, the section previously deleted was moved there. 
• Recomputation: a legal opinion was obtained as to whether it would be appropriate 

for the SOP for pension commuted values to require the pension plan administrator, 
rather than the actuary, to select the period after which a recomputation of a 
commuted value is required, given the potential financial implications of such a 
decision on the administrator. No unusual risks were identified and proposed wording 
was left unchanged. 

• The NOI will be presented at the Pension Seminar. 
 

Motion: That the Notice of Intent – Amendments to Section 3500 of the Practice-
Specific Standards for Pension Plans – Pension Commuted Values be 
approved for release as amended, 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  
 

f) Review of Part 2000 
Edward Gibson presented a brief update on this project. The following was noted: 

• There were a few calls and a face-to-face meeting is scheduled in November. 
• A lot of progress has been made in the drafting of the exposure draft. 
• There doesn’t seem to have been much feedback on the NOI. 
• The intent is not to change practice but to clean up the standards, which currently are 

difficult to read. There are a lot of structural changes. Care must be taken not to 
inadvertently introduce unintentional changes. 

• The group is hopeful that a draft of the exposure draft will be presented at the 
December ASB meeting for discussion. 

 
g) ISAP 3 

Laura Newman, Catherine Robertson, and Ty Faulds have attempted to recruit a chair for this 
DG but they have not yet been successful. The following was noted: 

• Catherine Robertson indicated that another few candidates for the chair position are 
being pursued. 

• There is no urgency as ISAP 3 is not expected to represent much of a departure from 
current practice in Canada. 
 

h) Calibration Criteria for Pension Stochastic Models 
The ASB was provided with a brief report prepared by Tony Williams on the work of the DG. 
The following was noted: 

• Efforts are still underway to recruit a chair.  
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• The ASB briefly discussed whether the scope was still appropriate or if it should have 
broader application and concluded that no change was required. 

 
i) Disclosure 

The ASB was provided with a brief report prepared by Tony Williams on the work of the DG. 
 

Motion: That Geoffrey Melbourne be appointed as chair of the DG on Pension 
Disclosure, replacing Tony Williams, effective October 7, 2015. 

Carried  
 

j) Insurance Specific Standards: Life Insurer Mortality Improvement Rates and Associated 
Margins for Adverse Deviations (Section 2350) 
Alexis Gerbeau presented an update on the work of this DG, The following was noted: 

• The group is currently drafting a report and intends to present its recommendations 
during a webcast. 

• There was a meeting with a CIA representative to discuss further areas of research. 
• The scale for the general population would be appropriate for most sub-segments 

without adjustment. 
• The group will produce only one research paper covering both the general population 

and the sub-segments. 
• There was good progress made on the drafting of a NOI. 

 
72.6 Standard of Practice Editing Committee (SPEC) 

Paul Della Penna joined the ASB for this item and he presented an overview of the various 
options for the future of SPEC. The following was noted: 

• The mandate is to ensure the quality of the drafting. 
• There are challenges in recruiting members as the work is tedious and not very 

interesting. 
• If a transition to professional drafters were considered, an intermediate step could be for 

the practice committees to take over SPEC responsibilities. 
• The working group recommends that the drafting of standards be done by a team of 

dedicated drafters. 
• It was suggested that a working group composed of Jacqueline Friedland and Conrad 

Ferguson check with the International Actuarial Association (IAA), the American Academy 
of Actuaries (AAA), and CPA Canada to look at the processes these organizations have for 
drafting standards. 
 

Ty Faulds thanked Paul Della Penna for his contribution to this important committee over the 
years. 
 

72.7 Enterprise Risk Management Applications Committee Update 

Hélène Baril and Danielle Harrison joined the ASB for this item. Hélène provided a brief overview 
of the history, mandate of the Enterprise Risk Management Applications Committee (ERMAC), as 
well as the activities and projects that ERMAC is involved in. 
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Hélène and Danielle briefed the ASB on the activities of the committee and the possibility of 
having ERM Standards of Practice developed, as well as educational notes. 
 
The following was noted: 

• The committee developed a Skills and Knowledge Inventory (SKI) for ERM. 
• It issued a Request for Proposals for a Country Risk Officer. 
• Based on the number of Canadian actuaries indicating ERM as their primary or 

secondary area of practice (9%), the committee feels that the time has come to issue 
Canadian guidance. 

• ERMAC believes that Canadian standards of practice (or at the very least, guidance) 
should be developed. 

• It was suggested that ERMAC determine why they feel a  need for actuarial 
certification and clearly identify who the client is. ERMAC should also try and figure 
out the type of guidance that would be required (i.e., research paper, educational 
note and/or SOP). 

• Another suggestion involved talking to U.S. actuaries to determine whether ERM SOPs 
have constrained their practice. 

• The ASB strives to have representation from all areas of practice. Efforts will be made 
to enhance ERM representation in the future. 

 
72.8 OSFI’s Proposed Capital Framework for Life Insurers 

Ty Faulds mentioned that the Office of the Superintendent of Financial Institutions (OSFI) is 
planning the implementation of a new framework before international SOPs are in place. The 
following was noted: 

• This topic was discussed at the Seminar for the Appointed Actuary. 
• OSFI has indicated that it will likely require an opinion from the AA on best estimate 

liability. 
• Stéphanie Fadous will set up a group that will look into whether our SOPs need to be 

modified. This group will present its recommendations to the Committee on the 
Appointed/Valuation Actuary and if it feels that changes to the SOPs are required, the 
ASB will be informed. 

 
72.9 Letter from the Boilermakers’ National Benefit Funds 

Ty Faulds indicated that he did want to wait until after the publication of the NOI before saying 
anything. A reply to their letter has been drafted and will be sent to the Boilermakers’. 
 

72.10 Webcasts 

An update was presented on the following upcoming webcasts: 
• Mortality Improvement – TBD 
• Target Benefit Plans – TBD 

 
There was a discussion about the possibility of holding a live webcast from the Pension Seminar 
on the NOI on the review of sections 3500 and 4500. 
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72.11 Review of Action Items and Future Projects 

The ASB reviewed its action items and Future Projects List. The following was noted: 
• Items 1, 3 (SPEC), 5, 6 to be deleted. 

 
An Exposure Draft of European Standard of Actuarial Practice 3 (ESAP 3) related to the ORSA 
process under Solvency II was presented for information. 
 

72.12 Report on Recent/Upcoming Meetings 

Ty Faulds updated the ASB on recent/upcoming meetings. The following was also noted: 
 
Autorité des marchés financiers 
The AMF presented, in a letter, some observations on actuarial practice and it asked that it be 
considered by the ASB only. 
 
A letter was also received concerning guidance on charitable giving. A response has been drafted. 
 
Towers Watson 
Jim Christie and Ty Faulds met with them. It was the second time the two entities had met. 

• Some members from Towers Watson expressed their opinion on what they felt the ASB 
ought to do (or not do) to open the dialogue.  

• It was a good exchange of views. 
• There was some discussion as to whether actuarial SOP should be focused on leading 

actuarial practice or more along the line of a minimum threshold. 
 

CIA Pension Seminar 
It will be held on November 5, 2015. There will be an ASB session to present the NOI on the 
review of sections 3500 and 4500. 
 
Insurance Accounting Task Force 
A meeting is scheduled for October 8, 2015. Some of the topics to be discussed include CSM 
issues, participating features provisions impact on Canadian Life companies, transition IFRS 4 and 
9, etc. 
 
CPA Canada 
This item is for information only. 
 

72.13 Future Meetings 

The ASB confirmed its intended upcoming meeting schedule as follows: 
      
     December 2, 2015 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 
     February 16, 2016 – 9:30 a.m. – 4:30 p.m. (Toronto airport) 

April 12, 2016 – 10:00 a.m. - 5:30 p.m. (Toronto downtown); followed by ASB/ASOC dinner 
NEW June 1, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 
NEW August 10, 2016 –conference call 
NEW October 5, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 
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NEW December 7, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 
 

72.14 Other ASB Business 

There being no further business, the meeting was adjourned at 3:00 p.m. The next scheduled 
meeting of the ASB will take place on December 2, 2015. 


