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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 90 
NOVEMBER 21, 2017 

SHERATON MONTREAL AIRPORT 
9:30 P.M. – 3:30 P.M. 

 

Present: Elizabeth Boulanger 
Stephen Cheng 
Conrad Ferguson, chair 
Alexis Gerbeau (by phone) 
Mario Marchand 
Josephine Marks, vice-chair 
Geoffrey Melbourne 
Dave Oakden  
Catherine Robertson (by phone) 
Rebecca Rycroft 
Michel Simard, ex officio 
Tony Williams 
Steve Easson, ex officio  

Staff: Josée Racette 

Guests: Marco Fillion for item 6a, Gavin Benjamin for item 6b, and Stéphanie Fadous for 
item 6j and other business; all at the invitation of the Chair. 

90.1 Approval of Agenda 

Conrad Ferguson opened the meeting at 9:30 a.m. and welcomed everyone. 

Following the receipt of a letter from the Office of the Superintendent of Financial Institutions 
(OSFI), an item on the treatment of non-fixed income in the standards of practice was added to 
the agenda under Other Business.  

In addition, an item on the report of the standard-setter round table will be added under Other 
Business. It was received last week. 

The agenda was approved as amended. 

90.2 Previous Minutes 

The minutes from the last meeting were reviewed. Under item 89.5 b, third bullet, delete “the”. 

Motion: That the minutes of ASB meeting N° 89 held on October 10, 2017 be 
approved, as amended. 

Carried 

90.3 E-mail Votes 

There were no e-mail votes since the last meeting. 

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

There were four designated groups to be disbanded. Conrad thanked them all for their hard work. 
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Motions: That the Designated Group on ISAP 2 be disbanded with thanks. 

That the Designated Group on Equity Calibration be disbanded with thanks. 

That the Designated Group on Mortality Improvement be disbanded with thanks. 

That the Designated Group on Economic Promulgations be disbanded with thanks. 

90.5 Review of Action Items 

This item will appear at the top of the agenda going forward and it will indicate what will be 
discussed at that specific meeting and what will be deferred. 

Quinquennial review of part 3000 (Pensions) 
The ASB feels that the time has come to proceed to a fundamental review of part 3000 (as 
opposed to a regular quinquennial review) since the landscape has changed so much in the last 
few years. It will likely be a very challenging exercise. A large number of questions need to be 
addressed during this review, such as the number of different plans (compared to those in 
existence when the SOP were drafted), the debate about the public interest and who is the 
public (individual members at the tail end, unions and employer sponsors, members collectively, 
younger/future generations, etc.). One other issue to be examined is pension solvency (solvency 
calculation). It will be important to consider the long-term vision and resiliency. The need for 
self-adjustment mechanism was mentioned. 

The issue of different standards for group annuities issued by an insurance company and for 
those issued by a pension plan. Why is there inconsistency? 

The ASB decided to create a working group (WG) to frame the issues and develop the mandate of 
the DG. The WG will identify the issues to be looked at, develop the mandate and identify 
potential DG members. 

This topic will be proposed as the topic of the joint session with the Actuarial Standards 
Oversight Council (ASOC) in March 2018 (note: the meeting was subsequently postponed to April 
2018). 

Motion: That a Working Group on the Quinquennial Review of Part 3000 be created to 
identify the issues to be reviewed, and develop the framework and the mandate 
of the designated group to be created at a later date, and that Mario Marchand 
be appointed as Chair and Josephine Marks, Stephen Cheng, Tony Williams, and 
Steve Easson be appointed as members. 

To be discussed at a later date: 
• Possibility of using Skype (or other format) for holding meetings; 
• Replace Dave Pelletier as ASB representative on SSRT by December 2018; 
• Discuss the potential overlap between the work of the two DG with regard to IFRS 17 

(ongoing); and 
Look at standards to identify the major inconsistencies across practices. 

90.6 Reports from Designated Groups (DGs) 

a) Integration of DCAT/ORSA 
Marco Fillion joined the ASB for this item. The following was noted: 

• The purpose of the publication of the notice of intent (NOI) is to ultimately update 
section 2500 of the standards of practice (SOP) dealing with dynamic capital adequacy 
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testing (DCAT). Specifically, the objectives of the DG are to develop a more robust 
approach to report on financial condition; and to provide a better alignment with the 
Own Risk Solvency Assessment (ORSA) regulatory requirements. 

• An educational note on DCAT is also being updated by the Committee on Risk 
Management and Capital Requirements (CRMCR). 

• Feedback was obtained from various stakeholders. An observer from the regulator 
attends the meetings of the DG. The Committee on Life Insurance Financial Reporting 
(CLIFR) was consulted and it will be noted in the document. 

• A few edits were suggested by ASB members. 
• The DG proposes a 60-day comment period. After some discussion, and considering 

the upcoming holiday season and year-end, it was decided that the comment period 
would end in mid-March 2018. 

Motion: That the Notice of Intent to Review the Standards of Practice to Incorporate 
Changes to section 2500 – Dynamic Capital Adequacy Testing 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 

b) General Review (other than mortality) for Sections 3500 & 4500 

Conrad Ferguson reported that he received a proposal from a pension plan. He will forward it 
to the DG. 

Gavin Benjamin joined the ASB for this item. The following was noted: 

• The DG received in excess of 30 submissions. Requests for extension were granted in 
an effort to accommodate some stakeholders. Over the next week, the DG is 
expecting to get together and decide how best to proceed to review the comments. 

• A cursory review of the comments does not indicate that the DG needs to totally 
rethink the work it has done. A lot of work remains to be done with regard to target 
benefit plans (TBP) and to ensure that the DG addresses all the questions raised. 

• Of the two significant proposed changes in the exposure draft (ED), one was 
proposing a change in the way the discount rate is determined. There were not as 
many objections as expected. 

• The second significant change was for TBPs. A number of comments were in favour of 
capping at 100% the funded ratio of plans (MEPPs and TBPS) for CVs. A careful 
evaluation of the comments received will be required. 

• Another big issue to resolve is where to draw the line with regard to which plans fall 
within the TBP category for calculating CVs. The ASB discussed that the substance of 
the arrangement (the deal to the member) needs to be taken into consideration.  

• A question was raised on the timing of any change to the mortality improvement scale 
for CVs relative to the work of the DG on the review of section 3500. It is already on 
the ASB’s radar. 

• Availability of data required to determine the discount rate: ideally the CIA will work 
with a provider and come up with a process for publishing the spreads in a public 
forum on a monthly basis. 
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The Chair thanked the DG for its hard work to date. 

c) Mortality Improvement Scale for Commuted Values Purposes 
Catherine Robertson provided some background information. Following the publication of 
the MI-2017 mortality improvement scale, it is recommended that a DG be established to 
review the scale for commuted value purposes, and determine if changes are required to the 
CV standards, with the recognition that it would be useful to time the application of any 
changes with the timing of changes from the work of the DG on the review of section 3500 to 
avoid administrative challenges. 

She mentioned that the Chair has not been found yet but that two members had been 
recruited. The ASB decided that the Chair will be appointed as soon as possible. 

It was also suggested that the DG review the consistency of the scale used for life insurance 
and that used for pensions. It was also suggested that a member of the task force be 
appointed to the DG. 

Motion That Tom Ault and Simon Nelson be appointed as members of the Designated 
Group to Review the Mortality Improvement Scale for Commuted Values 
Purposes, effective immediately and that the ASB approve a mandate to review 
the recently released mortality improvement scale MI-2017, and recommend if 
it should be promulgated for commuted values. The DG will aim, if possible, to 
coordinate the timing of any change with the changes to the CV SOP that may 
arise out of the current review of section 3500 of the SOP. 

Carried 
d) Peer Review 

Geoffrey Melbourne provided an update. The following was noted: 
• The DG received 10 to 15 responses. 
• On the question of should peer review be strengthened, the responses vary. 
• There is some resistance from the actuarial evidence practitioners. 
• It has been suggested that peer review would be more properly addressed in an 

educational note. 
• After some discussion, the ASB decided to proceed along the lines of the United 

Kingdom and Ireland approach. 

e) Disclosure 
Geoffrey Melbourne provided an update. The proposed final standards were circulated prior 
to the meeting. He provided an overview of the comments received and answered some 
questions. The following was noted: 

• The DG has received comments six or seven submissions. The DG has considered all 
the comments. 

• The Committee on Pension Plan Financial Reporting (PPFRC) is concerned with what 
we are trying to achieve. 

• Some people think that if we are not pushed by the regulator, then no changes are 
required. However, the regulator is happy with the direction. 

• The DG proposes two changes from what was published in the ED. The most 
significant change is to push coverage of exclusions based on the terms of 
engagement from the standard to guidance. In addition, the proposed effective date 
is now Dec 1, 2018. 
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• The formal vote on the final standards will take place at the February 2018 ASB 
meeting. 

f) ISAP 3 
Catherine Robertson provided an update on this project. The following was noted: 

• The deadline for comments on the NOI ends on December 8, 2017. 
• The DG has not received any feedback so far, although there are indications that the 

DG will receive some from at least one stakeholder. 

g) General Standards 
Dave Oakden explained that the document presented today to the ASB is pretty similar to 
what had been presented at the last meeting, with the exception of the subsection on peer 
review that was added back in. 
The DG disagreed and is proposing three options as follows: 

1. Leave the subsection on peer review in the SOP unchanged; 
2. Leave the subsection on peer review in the SOP, deleting references to the 

Rules and practice committees;  
3. Remove the subsection on peer review and turn it into an educational note. 

The DG is proposing that the effective date be January 1, 2018. 
After some discussion, the ASB decided on option 2. In light of the fact that OSFI’s guideline 
E-15 makes specific reference to subsection 1640 (which will become 1530 once the final 
SOP are published), a letter will be sent to OSFI to inform them of this change. 
It also decided that the definition of public personal injury compensation plan (PPICP) should 
remain unchanged. 
Lastly, the ASB decided that the effective date will be February 1, 2018. 

Motion: That the Final Standards – Revisions to General Standards (Part 1000) 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 
h) Pension Stochastic Models 

Note that Conrad Ferguson excused himself from the discussion in light of a potential conflict 
of interest. Josephine Marks chaired that portion of the meeting. 

Mario Marchand reported that the DG met at the end of October. The DG reached an 
agreement on the content of the ED. The ASB reviewed a draft document. The objectives of 
the SOP would be as follows: 

• To assist the users of the report or work product in understanding the assumptions 
and methods used in the model and the distribution of outcomes from the model;  

• To enable another actuary in assessing whether the assumptions and methods used in 
the model and the distribution of outcomes from the model are reasonable. 

Mario provided an overview of the topics the DG intends to cover and answered some 
questions. The main point of discussion at the DG was on the requirement to provide both 
the long term expected value, standard deviation and the correlation matrix used in the 
economic scenario generator, and also the real results. Some DG members feel that 
providing the target is unnecessary. 

The ASB felt that the DG is headed in the right direction. 
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i) IFRS 17 
Alexis Gerbeau provided a brief update from the DG. The following was noted: 

• The DG met face-to-face in September and November. Their objective is to be in a 
position to circulate draft changes (to accommodate IFRS 17 and ISAP 4) to key 
stakeholders (CIA practice committees and Practice Council) by mid-December. They 
will be requesting feedback by mid-to-late January. 

• Once feedback is received, the DG will make adjustments as required and plan to 
present to the ASB in mid-February, and publish as early as possible thereafter. 

• The DG recognizes that the timeline is very aggressive but it feels it has no other 
option in light of the implementation date of IFRS 17. 

• The DG is also developing a (long) list of stakeholders. 
• The DG has access to an almost final version of ISAP 4. The final version of ISAP 4 is 

expected to be published by the IAA in January. 

Jacques Tremblay joined the ASB and provided an update. The following was noted: 
• All the standards are being looked at. 
• The glossary of terms in part 1000 will be left as is, to the extent possible. If new 

terms need to be added as a result of IFRS 17, they will be added to part 2000 
Insurance. Rebecca Rycroft is tasked with ensuring the glossary from IFRS 17 is in sync 
with the glossary in our SOP, identifying the terms that are essentially the same but 
have a different definition and how to deal with them. Those terms that are only 
defined in IFRS 17 will be incorporated in part 2000. 

• Two issues are causing some grief, namely appropriate assumptions (subsection 
1730), and provisions for adverse deviations (subsection 1740) (where IFRS 17 talks 
about risk adjustment). The DG will make it clear in the new section 2200 that 
subsections 1730 and 1740 do not apply in the context of IFRS 17 type of work. 

• Some examples in part 1000 dealing with valuation are also causing some problems. 
They will likely be eliminated. 

• Part 2000 will be brand new. Section 2100 will deal with Scope, and 2200 will present 
an introduction on IFRS 17, and it will mention subsections 1730 and 1740. Section 
2300 will be the core, incorporating close to 100% of ISAP 4 as is, as much as possible. 

• The current subsection 2130 on Reporting will be kept as part of the SOP. 
• A new section 2800 will deal with valuation under PPICP. It will cover the pricing, 

funding valuation. 
• The IAA intends to publish 20 international actuarial notes (IAN). Twelve of them are 

essentially ready and they will be published in early January. The remaining eight will 
hopefully be published in March. There will be a 60-day exposure period. 

• CLIFR has started to identify potential gaps. 
• There will likely be a need for educational notes on workers’ compensation. 
• For more information, please consult the IAA website, Chicago meeting, standards, 

ISAP 4. 
• The CIA Board has set up a steering committee co-chaired by Cynthia Potts and Les 

Rehbeli. Their mandate is to coordinate the efforts to ensure we educate members 
and identify gaps. 

j) Review of Part 5000 
Mario Marchand provided a brief update. The following was noted: 



7 
 

• The DG has received five submissions. The Head Office is preparing a summary of the 
comments. 

• The DG is moving as planned as none of the changes seem to be too controversial. 

k) Life Insurance Capital Adequacy Test 
Stéphanie Fadous joined the ASB for this item and she provided a brief update. The following 
was noted: 

• The ED has been published. 
• The CRMCR suggested one change, to allow the report to be presented to any board 

committee. 
• The DG is not yet asking for final approval of the final SOP since OSFI has not yet 

published the final LICAT. The ASB decided to approve the final SOP by e-mail vote 
once Stéphanie gives the go ahead. 

The ASB also discussed the ultimate spread recommendation. The following was noted: 
• CLIFR has been asked to periodically review the data and make a recommendation 

supporting the promulgated net credit spread. CLIFR formed a subcommittee to do 
just that. 

• The group attempted to follow what had been done in 2014. It discovered that not 
much information was available with regard to the asset mix used at that time. The 
group then decided to update the historical data. 

• This exercise revealed that the spreads have not changed significantly and therefore, 
no change is required. 

• Based on this information, the ASB concluded that there is no need to change at this 
time. 

Motion: That the ASB reviewed the data available and is satisfied that the current 
promulgation on the net credit spread is valid for an additional five years. 

Carried by at least 2/3 of members 

90.7 Ontario Red Tape Review 

Conrad Ferguson provided some background. The Ontario government has initiated a red Tape 
review, which identified a potential issue as it relates to gender coding for pension plans. Conrad 
Ferguson contacted the group responsible for the review to get a better understanding of what 
the ASB is expected to do. 
Changing the SOP to be gender neutral can be seen as relatively easy. However, there are 
important implications if data on biological sex no longer is available. In addition, from an 
administrative perspective, it promises to be very challenging. This is an issue for other bodies to 
comment. 
The ASB will send a response, limiting its comments to standards and leave it to other groups to 
address other issues. 

90.8 IAA Consultation: Exposure Draft of Proposed ISAP 6 on ERM Programs and IAIS Insurance Core 
Principles 

Conrad Ferguson alerted the ASB that the IAA has launched a consultation on ISAP 6. The ASB 
discussed whether it should respond. It decided to ask the Chair of the Enterprise Risk 
Management Practice Committee (ERMPC) to share its comments with the ASB. 
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90.9 BC Pension Windups 

Stephen Cheng provided a brief update. The BC regulator has approached OSFI to gather data on 
windup expenses. It also has plans to get in touch with the Financial Services Commission of 
Ontario (FSCO) and the Quebec regulator. We will be awaiting the response from the BC 
Regulator before taking any other action. 

90.10 Quinquennial Review of Part 3000 

This item was discussed as part of item 5. 

90.11 Review of ASB Due Process  

This review is undertaken at the request of ASOC and our own timeline. The ASB created a 
working group tasked with the review. A draft of the revised due process is expected to be 
presented to the ASB at its March 2018 meeting (note: this meeting was subsequently postponed 
to April 2018). 

Motion: That a Working Group on the Review of the ASB Due Process be created, that 
Conrad Ferguson be appointed as Chair, and that Elizabeth Boulanger and 
Geoffrey Melbourne be appointed as members. 

Carried 

90.12 ASB Self-Assessment 

The ASB reviewed the document prepared by Conrad Ferguson. The following was noted: 

• DG Process 

o There is a lack of clarity concerning the role, deadlines, etc. It will be looked at as 
part of the review of the ASB due process. 

o A brief document outlining what is expected of a DG, timelines, deliverables, etc. 
would be beneficial, along with a checklist on how due process is satisfied. 

o There needs to be a timeline (discussion between the ASB liaison and the Chair of 
the DG that will take into consideration the scope of the work to be done), there 
needs to be a commitment to abide by the timeline and to justify any deviation 
from the timeline. 

• Meetings and Content 

o How many face-to-face meetings should we have? Is three sufficient? Should we 
only have two? 

o Should we change the approach with regard to the agenda? When reviewing a 
NOI, ED or final standards, should more time set aside to discuss content rather 
than process? Should there be time set aside to discuss more generally other 
matters of relevance? 

o Should we keep the lighter issues for conference calls? 

• Links to standards in other countries 

o It was decided that the Head Office will get in touch with the organizations of 
several countries of interest (UK, US, IAA, Actuarial Association of Europe (AAE), 
Australia, South Africa, and Ireland) and attempt to be added to their mailing list 
(with reciprocity). 
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• Liaison with ASOC 

o Josephine will attend ASOC’s meeting on November 22, 2017. 
o In the future, if someone is available, or if special expertise is required, that 

person could attend the ASOC meeting. 
o The Chair of the ASB will report back to the ASB following a meeting of ASOC. 

• Relationship with regulators 

o Every year, the CIA and the ASB meet with the following regulators: CAPSA, AMF, 
Retraite Québec, FSCO (not a one-on-one), and OSFI.  

o Sometimes it feels like the regulator wants us to adopt standards to make their 
jobs easier. 

o This item is well covered. 

90.13 Addressing real or apparent conflicts of interest in standard setting 

A document prepared by the CIA legal counsel was circulated as optional reading. 

One issue was raised about Principle 19 (p. 32). It may be worth confirming whether that means 
that all ASB members need to officially declare conflicts when we are voting on standards in our 
practice areas (since it is fair to say that most of us would provide opinions involving the topics 
on which we set standards). 

90.14 Protecting the Public Interest 

This item was deferred to the March 2018 ASB meeting (note: this meeting was subsequently 
postponed to April 2018). 

90.15 ASB Statement of Operating Procedures 

After a brief discussion, it was decided that the document should be posted on the ASB website. 

90.16 Webcasts 

There are no webcasts scheduled in the near future other than the ASOC public meeting 
scheduled for December 6, 2017. 

A webcast on the general review of sections 3500 and 4500 is being considered at a later date. 

90.17 Report on Recent/Upcoming Meetings 

Conrad Ferguson provided an overview of the CIA/ASB/OSFI meeting held on October 20, 2017. 
The tone of the meeting was very good and the discussion was at a high level. IFRS 17 and other 
issues of common interest were discussed. 

90.18 Future Meetings 

The ASB considered its intended upcoming meeting schedule as follows: 
February 20, 2018 – Teleconference 
March 28, 2018 (the meeting was subsequently postponed to April 24, 2018) – 9:30 a.m. - 
5:30 p.m. (Toronto) followed by ASB/ASOC dinner 
June 5, 2018 – 9:30 a.m. - 4:30 p.m. (Toronto) 
August 21, 2018 – Teleconference 
October 9, 2018 – Teleconference 
December 4, 2018 – 9:30 a.m. - 4:30 p.m. (Toronto) 
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90.19 Other ASB Business 

Non-fixed income 
The ASB discussed an issue that was brought to its attention by OSFI. Josephine Marks provided 
some background information. In essence, OSFI indicates that there seems to be some confusion 
concerning the application of paragraphs 2340.15 and 2340.18. Following a lengthy discussion, 
the ASB came to the conclusion that the issue does not rest with the standards. The ASB will ask 
CLIFR to add some clarification in the 2018 fall letter to the appointed actuaries. 

Recruitment Efforts 
There was a brief discussion about the recruitment of ASB members to replace Catherine 
Robertson and Dave Oakden. Once replacements have been identified, the list of ASB liaisons to 
CIA practice committees and to the DG on the General Review (other than Mortality) for Sections 
3500 and 4500 will be updated. 

Conrad extended his thanks to both departing members for the work they have done over the 
years. They were very dedicated and added a lot of value to the discussions. 

There being no other business, the meeting concluded at 3:23 p.m. 
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List of Outstanding Action Items from this Meeting and Previous Meetings 
 
81.6 International Relations Council: Replace Dave Pelletier as the ASB representative on the SSRT when his mandate ends at the end 
of 2018. 

83.5c IFRS 17: The Chair of both DGs will determine who will be responsible for various aspects of the review to avoid overlap. 
 
 

Item # Agenda # Topic Meeting 
Date 

Description Responsible Deadline 

1 74.17 Future Meetings Feb 2-
16 

The Head Office will investigate the 
possibility of using Skype (or other 
formats) to hold meetings. 

 
Head Office 

  

2 81.6 International Relations Council 
– Review Evolution of Actuarial 
Standards 

Feb-17 Replace Dave Pelletier as the ASB 
representative on the SSRT when his 
mandate ends at the end of 2018.  

Pelletier  

 


