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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 73 
DECEMBER 2, 2015 

TORONTO, ONTARIO 
9:30 A.M. – 3:40 P.M. 

 

Present: Stephen Cheng 
Pierre Dionne, ex officio 
Ty Faulds (chair) 
Conrad Ferguson (by phone, 11:00 a.m. to 3:00 p.m.) 
Alexis Gerbeau 
Edward Gibson 
Laura Newman  
Dave Oakden 
Catherine Robertson 
Michel Simard, ex officio 
Tony Williams (by phone) 

 
Absent: Jacqueline Friedland 
 

Observer: Karen Dixon for item 8; Josephine Marks and Geoffrey Melbourne for the entire 
meeting, all at the invitation of the chair.  

Staff: Lynn Blackburn 
 Josée Racette 
 

73.1 Approval of Agenda 

Ty Faulds welcomed Josephine Marks and Geoffrey Melbourne, whose nominations as members 
of the ASB are being presented next week at the Actuarial Standards Oversight Council (ASOC) 
meeting for confirmation. They shared their background with the group. 
 
Josephine Marks started her career in life insurance and held a variety of roles. She also has 
experience in investments. She currently works at Eckler in a life insurance role. 
 
Geoffrey Melbourne is employed by Towers Watson in a pension capacity. He currently sits on 
the International Relations Council (IRC) and just completed his mandate as chair of the Editorial 
Panel. 
 
Ty Faulds also formally thanked Laura Newman for her service on the ASB as this is the last 
meeting that she is attending. 
 
The agenda was approved as presented. 

 
73.2 Previous Minutes 

The minutes from the October 7, 2015 meeting were reviewed. 
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Motion: That the minutes of ASB meetings No 72, held on October 7, 2015 be 
approved, as presented. 

Carried 
 

73.3 E-mail Votes 

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

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

There was a bit of confusion about whether the DG on the promulgation for marriage breakdown 
had been disbanded. As a single DG handled both promulgations, there are no designated or 
working groups to be disbanded. 
 

73.5 Reports from Designated Groups (DGs) 

a) Standards on Modelling 
The ASB received an update on the progress of this DG. The following was noted: 
 

• The deadline for comments is December 7, 2015. 
• So far, three comments have been received. 
• The International Actuarial Association (IAA) has published an exposure draft. Their 

work seems to be moving at a good pace. Ty Faulds was in touch with Bob Howard 
about the ASB providing some comments and Bob agreed to participate. The deadline 
for comments is March 31, 2016. 

• Concerns expressed to date include: difficulty to apply in a P&C context (chain ladder 
and earthquake models), models are too broadly defined, documentation required 
when using a model, and small firms expect to have some difficulty in complying by 
the expected July 1, 2016 effective date. 

• The international standard is expected to cover both the development and the use of 
models, contrary to what Canada is proposing (use of models only). Consideration will 
need to be given around co-ordination with these international developments – 
should we more closely link these initiatives? Will look to the DG to address.  
 

 
b) ISAP 2 

Edward Gibson provided a brief update to the ASB. The following was noted: 
• The deadline for comments is January 8, 2016. 
• Edward Gibson has been in touch with one practitioner who requested some advice 

and clarification. 
• Not many comments are expected considering the number of Canadian actuaries 

working in this field. 
 

c) IFRS 4 
Ty Faulds indicated that it is rather unusual to publish a notice of intent (NOI) well in advance 
of the publication of an exposure draft.  
 
Alexis Gerbeau provided an update on this project. The following was noted: 
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• One commenter took issue with the naming of IFRS X in the NOI. 
• One commenter proposed that the ASB create a second and distinct part of the 

standards (part B) that would directly adopt ISAP 1,3 and 4 (and potentially ISAP 2) 
unchanged, with a condition that part B would only apply with respect to work 
expressly covered by the ISAPs. 

• One commenter strongly rejected the concept of the ASB adopting any form of 
standard in relation to the new IFRS X. 

The ASB agreed the initiative is on hold pending IAA developments. 
 

d) Review of General Standards (Part 1000) 
The ASB received a brief update on this project from Dave Oakden. The following was noted: 

• The work is still on schedule to present an exposure draft for approval at the February 
2016 ASB meeting. 

• Careful consideration will be required for the selection of the effective date (time of 
year). 

• The revisions to parts 1000 and 2000 do not have to be published simultaneously. 
 

e) General Review (other than mortality) for Sections 3500 & 4500 
Catherine Robertson presented an update on the work of this DG. The following was noted: 
 

• The Head Office has provided support in setting up an electronic survey/form 
specifically designed for members to provide comments on the NOI. This is the first 
time that such a forum is being used. 

• The deadline for comments is December 19, 2015. The DG is expecting numerous 
comments (not aware that comments have been received at this time). 

• The DG is looking to recruit a few additional members, including some representatives 
from the Committee on Pension Plan Financial Reporting, as the original 
representatives recruited to the DG from the PPRFC are no longer on the PPRFC. 

• An attempt to hold a live webcast during the Pension Seminar was unsuccessful. The 
information from the session at the Pension Seminar is available on the CIA website. 
The group might still hold a webcast at a later date either to provide additional 
information or to inform the members on next steps. 

• Have received a request for late submission which has been approved. 
• Have received request from the Régie des rentes du Québec to either participate in 

the DG or meet with the DG. The DG will consider the appropriate action to take. 
 

f) Review of Part 2000 
Josephine Marks presented a draft exposure draft (red-lined and clean versions) for 
discussion. The following was noted: 

• Additional changes to the draft exposure draft are expected as the DG is reviewing the 
document for consistency in wording and style. 

• Various stakeholders were consulted (practice committees as well as regulators). A 
webcast with over 100 attendees was held in July. Limited feedback was received. 

• A new section 2010 was added to deal specifically with scope. Using calculation date 
in place of balance sheet date requires further consideration. Could “valuation” be a 
better alternative? 
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Changes in section 2100 are mostly editorial. The section dealing with the term of the 
liabilities for P&C contracts was deleted, as well as that dealing with the time value of 
money. The wording on the use of negative margins was clarified. The following was 
noted: 

• In 2100, the document still refers to insurance contract liabilities. The reference to 
premium liabilities was also noted. This issue is still under consideration by the 
DG.2120.27 – experience rating refunds. Paragraph needs to be reviewed. 

 
Changes in section 2200 are the most controversial (referring to the expression “actuarial 
present value”). Some P&C practitioners on the DG want the expression formally defined 
in the standards, whereas life practitioners tend to disagree. The following was noted: 

• 2230.05: define premium deficiency? 
• Should the health and P&C standards be the same? 

 
Changes in 2300. The material that is specific to the valuation of segregated funds has 
been regrouped under 2360, while material specific to stochastic methods is now under 
2370. 
Some paragraphs have been repealed as they are no longer required under IFRS. 
The following was noted: 

• Some material is meant to be supplemental but at times it overrides other 
sections/recommendations (for example, term of the liabilities). 

• Some of the material that was moved to the segregated funds section also needs 
to remain in the main/general section. 

• 2370: Stochastic scenarios. There was debate concerning the use of “should” or 
“would” in 2370.04. 

• 2370: Should also consult with pension actuaries. 
• Some concerns were raised about 2360.04: bifurcated approach. 

 
The changes in section 2400 are not material. 
The changes made in section 2500 Dynamic Capital Adequacy Testing (DCAT) deal with 
the following issues: plausible adverse scenarios (not a very good definition), interim 
investigations (more flexibility was added), and 2520.23 Integrated scenarios (was 
redrafted). The following was noted: 

• 2520.10: concerns about “as appropriate for the purpose of the report”. 
• 2520.21 Risk categories. Delete “risk” in “Interest rate risk”. 
• 2520.23 Integrated Scenarios: Should it read “…one of the three…”? 
• 2520.55. Inflation was added. Is it already covered elsewhere? Where should it be 

covered? Is there redundancy? 
 
No material changes were made to sections 2600 and 2700. 
 
There was some discussion about ratemaking as a result of the comments made by the 
Financial Services Commission of Ontario (FSCO). 
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g) ISAP 3 
Laura Newman presented an update on this project. The following was noted: 

• The DG is still looking for a chair. An upcoming talk with Mercer in the near future 
may yield a name (member or chair). 

• Doug Chandler has agreed to serve as a member of the DG. 
 

Motion: That Doug Chandler be appointed as a member of the Designated 
Group on ISAP 3. 

Carried 
 
h) Calibration Criteria for Pension Stochastic Models 

Tony Williams provided a brief update on the work of the DG. The following was noted: 
• Good progress was made in the early summer. There is good representation from the 

major firms. 
• Tony Williams will remain as chair of the DG. 
• A draft NOI is expected to be presented at the February 2016 ASB meeting. 
• Tony Williams will reach out to Faisal Siddiqi to obtain the name of someone 

interested in being a member of the DG. 
 

i) Disclosure 
Tony Williams provided an update on the work of the DG. The following was noted: 

• Geoffrey Melbourne is the new chair of the DG. Tony will remain on the DG as a 
member. 

• A conference call was held recently to get things moving and set the direction for the 
work. 

• Tony was contacted by the accounting profession. It is working on a standard on 
shared risk plans (SRP). A conference call will take place in the near future to 
determine how best to coordinate between the two professions. Geoffrey Melbourne 
will attend this meeting if he is available. 

• Two main components need to be addressed: target benefit plans (TBP) (the work 
here is parallel to the work being done on stochastic modelling) and more traditional 
plans. 

• The question was raised as to whether a representative from Morneau should be on 
the DG. Conrad Ferguson will inquire and contact Geoffrey Melbourne with suggested 
names. 

• ASOC has expressed significant interest in this project. 
• A NOI is expected to be presented to the ASB in April 2016. 

 
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 the Task Force on Mortality 
Improvement (TFMI). The following was noted: 

• Until recently, the data that was available (in Canada, the U.S., and the U.K.) covered 
the period to the end of 2011. It showed mortality improvement over the last 10 to 15 
years that was high compared to historical data. The work was done based on that 
data. 
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• In the last month or two, the U.K. released experience for 2012-2013; the mortality 
improvement was much lower than expected. The U.S. data is similar to that of the 
U.K. 

• The impact of an additional two years of data on annuity factors, for example, has a 
significant impact on the valuation. 

• The representative from the Office of the Superintendent of Financial Institutions 
(OSFI) shared confidential data from Old Age Security that indicates a slowing of the 
trend in Canada as well. 

• The 2012 data for Canada is expected to be released early in 2016. 
• It is felt that holding a webcast or to publish a draft report makes no sense at the 

moment. The decision to delay the publication of an NOI until Canadian data is 
available and the TFMI has had a chance to analyze it was made. 

 
73.6 Standard of Practice Editing Committee (SPEC) 

Conrad Ferguson provided an update. The following was noted: 
• CPA Canada was contacted. They rely on a team of 11 full time individuals (one quality 

control officer and 10 drafters/advisers). 
• Their model does not seem attainable for the CIA. 
• CIA is the only actuarial body that has an entity such as SPEC. The U.K. is the exception 

where full time staff outside the profession develops standards. 
• Ty Faulds has tried (unsuccessfully so far) to recruit a chair for SPEC. 
• It was suggested that SPEC be abolished and that the Head Office help with the drafting. 

 
73.7 Annual Plan/Strategic Planning 

Ty Faulds shared with the ASB the report that was presented last year. A brief discussion ensued 
as to whether a Strengths, Weaknesses, Opportunities, and Threats (SWOT) analysis would be 
beneficial. A small group comprised of Conrad Ferguson, Tony Williams, Michel Simard and Ty 
Faulds will work on this project. 

73.8 Committee on Post-Employment Benefit Plans Update 

Karen Dixon joined the ASB for this item. She provided a brief overview of the history, mandate 
of the Committee on Post-Employment Benefit Plans, as well as the activities and projects that it 
is involved in. 
 
The following was noted: 

• The practitioners in this field value post-employment benefit plans (other than 
pensions). 

• She explained briefly some of the differences between the work being done in the 
U.S. and in Canada. 

• The vice-chair of the committee will take over as chair in July 2016 and is currently 
looking for a replacement as vice-chair. 

• The committee has good representation from large and smaller firms, covering a wide 
range of expertise. 

• There are approximately 200 actuaries working in this field in Canada. 
• The committee meets once a month. 
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•  It works with the Research Committee (ResCo) on group life and health long-term 
healthcare trend study. 

• Another project is a CIA healthcare claims experience study. 
• The last current project deals with PSAB 3250/55 Post-Employment Task Force whose 

objective is to provide guidance on the setting of the discount rate assumption. 
• Ty Faulds provided a brief overview of the two ASB initiatives that have an impact on 

this area of practice. These initiatives are ISAP 3 and the major review of the 
standards for part 6000 scheduled for 2017-2018. 

• Future projects being considered by the committee include the development of 
educational note(s) to provide additional guidance similar to that provided in U.S. 
ASOPs. 

 
73.9 New Funeral Plan Standard 

Ty Faulds reported that the U.K. recently published a new funeral plan standard (effective 
January 1, 2016). The group briefly discussed whether there is something that we should be 
doing or whether we have something similar. 
 
It was suggested that the best course of action might be to send an announcement to members 
to inform them that it might be of interest and to please advise the CIA if they are providing 
advice/working in this area. 
 

73.10 Improve Clarity of Standards and/or Guidance Related to Best Estimate Insurance Contract Liabilities 

Ty Faulds reported that OSFI intends to implement a new life insurance capital framework 
effective January 1, 2018. This framework will incorporate a new solvency metric, allowing for 
the comparison of available financial resources to a required solvency buffer. The following was 
noted: 

• The information was made available to the Committee on the Appointed/Valuation 
Actuary who is looking at possible changes to standards to support that framework, as 
well as identifying areas where useful guidance could be provided. 

• Target: everything should be in place in 2017. 
• The topic will be discussed again at the April 2016 meeting. 

 
73.11 Update on the Autorité des marchés financiers (AMF) Insurance Queries 

Two meetings involving Ty Faulds, Edward Gibson, and Alexis Gerbeau have been held. The group 
has made good progress. It is drafting a few suggestions for CLIFR to consider. 

73.12 International Actuarial Association’s Exposure Draft for ISAP 5: Insurer Enterprise Risk Models 

An exposure draft of International Standard of Actuarial Practice (ISAP) 5 (Insurer Enterprise Risk 
Models) and another on ISAP 1A (Governance of Models) were released by the IAA with a 
comment deadline of March 31, 2016. Geoffrey Melbourne reported that the International 
Relations Council (IRC) of the CIA is preparing a response. He will monitor (along with Catherine 
Robertson) the response and will advise the ASB. 

The information on both exposure drafts has been (will be) shared with Bob Howard. 
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73.13 Webcasts 

An update was presented on the following recent/upcoming webcasts: 
• Commuted Values: Catherine Robertson will liaise with the Head Office once the DG 

has received all comments and has had a chance to analyze them. 
• Mortality Improvement: a webcast is delayed until at least March or April in light of 

the new developments with the data. 
• Part 2000: a webcast was held. Another webcast might be held once the exposure 

draft has been published. 
 

73.14 Review of Action Items and Future Projects 

The ASB reviewed its action items and Future Projects List. The following was noted: 
• The project list will be circulated to the ASB members a few weeks prior to each meeting 

so that each liaison can update the projects he or she is responsible for. 
• Part 2000 Review: Replace Edward Gibson by Josephine Marks. 
• Economic Assumptions: to be renamed Commuted Values. 
• Promulgation of Pension Mortality Tables and AODA: to be deleted. 
• Disclosure: Geoffrey Melbourne takes over from Tony Williams. 
• Action Items 

o Items 1, 2, 4, 5, and 7 to be deleted. 
o Combine items 5 and 11. 
o Item 10: update the list of webcasts. 
o Add items from this meeting (Funeral Plan and Strategic Planning). 
o Item 11: Add Marks. 

• Future Projects 
o Item 1 to be considered in the strategic discussion. 
o Items 2, 4, and 5 to be moved to the Review Schedule. 
o Items 6 and 9 to be deleted. 

• ASB Liaisons: Josephine Marks will be the liaison to the Enterprise Risk Management 
Applications Committee. 

• Review Schedule: 2000 – add an asterisk. 
• 3000: tentative next review date should be 2016/2017. Pension actuaries should think 

about when a DG should be established (late 2016?). 
 

There was a brief discussion to clarify the role of a liaison. 
 

73.15 Report on Recent/Upcoming Meetings 

Ty Faulds updated the ASB on recent/upcoming meetings. The following was also noted: 
 
Canadian Association of Pension Supervisory Authorities (CAPSA) 
Conrad Ferguson recently talked with a representative. CAPSA will consider whether regular ASB-
CAPSA meetings to discuss issues of common interest should be set up. 
 
OSFI (October 20) 
The discussion touched on the following topics: 

• DCAT vs ORSA (Own Risk Solvency Assessment) 
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• Model risk and model governance 
• Life insurance capital framework 
• Update on international developments. 
• Preparation of actuarial reports for defined benefits pension plans. 

 
FSCO 
A meeting will be held in January 2016. One topic that is likely to be on the agenda is the 
adoption of mortality tables. 
 

73.16 Future Meetings 

The ASB confirmed its intended upcoming meeting schedule as follows: 
     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 
June 1, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 
August 10, 2016 –conference call 
October 5, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 
December 7, 2016 – 9:30 a.m. - 4:30 p.m. (Toronto airport) 

 
73.17 Other ASB Business 

There being no further business, the meeting was adjourned at 3:40 p.m. The next scheduled 
meeting of the ASB will take place on February 16, 2016. 


