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ACTUARIAL STANDARDS BOARD (ASB) MEETING NO 103 
DECEMBER 3, 2019 

TORONTO, ONTARIO 
9:30 A.M. – 4:00 P.M. 

 

Present: Elizabeth Boulanger  
Nathalie Bégin  
Stephen Cheng (by phone) 
Azmina Jiwani 
Jamie Jocsak 
Mario Marchand  
Josephine Marks, Chair  
Geoffrey Melbourne  
Simon Nelson 
Rebecca Rycroft (by phone until noon; in person for the remainder of the meeting) 
Steve Easson, ex officio  
Michel Simard, ex officio  

Absent: Stéphanie Fadous 

Staff: Josée Racette 

Guests: Marco Fillion for item 7a; Charly Pazdor for item 7b; James Koo for item 7c; Dani 
Goraichy for item 7d; Gavin Benjamin for item 7e; Lesley Thomson and Trevor 
Howes for item 7g; all at the invitation of the chair.  

103.1 Approval of Agenda 

The Chair opened the meeting and was pleased to report that Mario Marchand will become Vice-
chair effective January 1, 2020 for one year. She noted that he is undecided as to whether he will 
express interest in serving as Chair. In addition, Yun (Bill) Xu nomination as a member of the ASB 
was approved effective January 1, 2020. Unfortunately, Bill was unable to attend this meeting as 
a guest.  

Efforts are continuing to recruit another P&C member to sit on the ASB. 

Motion: That the agenda be approved as presented. 
Carried 

103.2 Previous Minutes 
The minutes from the September 10, 2019 meeting were reviewed. The following was noted:  

• Item 101.6: replace “CMM” by “CPM”. 
• Item 101.7a: add “for Part 3000” after “Chairs of the three DGs”. 
• Item 101.7j: add “sponsor” so it reads “…financial health of the plan sponsor”. 
• Item 101.7j: it should read “measurement of benefit security”. 
• Item 101.15: add quotation marks to “fall letter”. 

Motion: That the minutes of ASB meetings N° 101 held on September 10, 2019 be 
approved as amended. 

Carried 
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The minutes from the October 25, 2019 meeting were reviewed. The following was noted: 

• Item 102.1, Determination of funded ratio, fifth paragraph: it should read as follows: “It 
was suggested that some wording be added to indicate that normally, the funded ratio 
should be calculated using the same assumptions used to calculate the CV,…”. 

• Item 102.1, sixth paragraph: delete the first “rather” and replace it with “prefer that it 
be”. 

• Effective date: should read “2020” rather than “2019”. 

Motion: That the minutes of ASB meetings N° 102 held on October 25, 2019 be 
approved as amended. 

Carried 

103.3 E-mail Votes 
There was no e-mail vote since the last meeting. 

103.4 Disbanding Designated and Working Groups 
Three designated or working groups were disbanded as follows: 

Motions: That the Working Group on the Review of Part 3000 be disbanded with thanks. 
That the Working Group on the Review of ASB Guidelines for Designated Groups 
be disbanded with thanks. 
That the Working Group on the Review of the ASB Due Process be disbanded with 
thanks. 

Carried 

There was a discussion concerning the potential disbanding of the ASB Nominating Committee. 
The Chair reminded all members that a Nominating Committee had been set up a few years ago. 
It revisited the expectations for membership in the ASB and it created a document listing the 
desired criteria. She reiterated the importance of having several people involved in the 
recruitment of new members. As a result, it is important for the chair and the vice-chair to 
consult with the ASB members in the relevant practice area before making a final selection. 

103.5 Review of Action Items 
The action items were reviewed. All action items have either been completed or are on the 
agenda. 

Prepare a document with research ideas for pension topics 
Completed. 

Share the name of the contact at Retraite Québec with the Chairs of the three DGs on the 
review of part 3000 
Completed. 

Submit a request for research to the Research Council (chair of DG3500) 
It will be done. 

Suggest names of pension practitioners to serve on the DG on ISAP 6 
Completed. 

Head Office to share with the Chair of the DC on the Quinquennial Review of Part 3000 issues 
raised over the years 
Completed. 
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Check with the Committee on Pension Plan Financial Reporting (PPFRC) to determine which 
issues should be considered as part of the review of part 3000  
It will be done. 

Head Office to work with the Chair of the DG on Meaningful Stress Testing to arrange a face-to-
face meeting 
Completed. 

Work with the Chair of the DG on the Review of Section 3500 to resolve the issues regarding 
third-party provider 
Ongoing. 

Assign the task of monitoring rates to the CIA Committee on Pension Plan Financial Reporting 
Completed. 

Invite the Chair of PPFRC to present an update 
Completed. 

Determine interest for serving on the working group to develop the strategic plan 2021-2026 
Completed. 

Determine date for June 2020 ASB meeting 
On the agenda. 

Replace Dave Pelletier as ASB representative on Standard-Setters Round Table (SSRT) (standing 
item) 
On the agenda. 

Identify major inconsistencies in the standards across practices (standing item) 
It will be handled as part of the quinquennial review of standards. 

103.6 Feedback from ASOC 
Josephine Marks attended the September ASOC meeting, while Mario Marchand attended the 
November meeting on the Chair’s behalf. 

September meeting 
The Chair provided an update to ASOC members. ASOC was very supportive of the work done by 
the ASB. 
Once ASOC becomes APOB on January 1, 2020, APOB may appoint a representative to attend 
ASB meetings. 
It was reiterated that when ASB makes decisions, it keeps the public interest in mind. 
The importance of part 1000 (General standards) was stressed, as it applies to all areas of 
practice. 

November meeting 
ASOC looked at ASB’s proposed terms of reference under the new structure that will be in place 
as of January 1, 2020.  
ASOC stated that it wants the ASB to ensure that the memo to members for the standards on 
commuted values address all comments received from the various stakeholders. 
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103.7 Reports from Designated Groups (DGs) 

a) Financial Condition Testing (FCT) 
Azmina Jiwani reported that feedback has been received since the September ASB meeting 
from P&C practitioners about the implementation date of the standards (section 2500), 
which was somewhat unexpected as practice committees had been consulted and given an 
opportunity to provide comments. 

Marco Fillion, Chair of the DG, joined the meeting for this item and provided some 
background about the concerns raised. P&C practitioners are concerned about being able to 
implement in a short time frame, given the effective date of January 1, 2020.  

A meeting was held in November 2019 to discuss and it was determined that it is not a 
widespread issue. More specifically, practitioners are worried about one of the three tests 
done on the financial condition, namely the base scenario (i.e., projecting for the internal 
target).  

There was a brief discussion as to whether the ASB should issue a clarification. It was 
determined, in conjunction with the Committee on Risk Management and Capital 
Requirements (CRMCR), that the best course of action might be to clarify the transition issues 
in an educational note supplement to the CRMCR Fall letter, stating that the actuary is 
permitted to use simplifying assumptions and approximations in the first year. In addition, 
the FCT note will be issued in draft form before the end of 2019. 

b) Quinquennial Review of Part 3000 
Charly Pazdor joined the meeting for this item. He reported that the group meets twice 
monthly and provides summaries to Mario Marchand in his capacity as overall coordinator 
for the review of part 3000. The summaries are also shared with the other two DG chairs. 

The DG is currently reviewing the current standards section by section to identify the areas 
that need to change. It noted a lack of clarity in some areas and intends to either provide 
more clarity by adding to the standards or to recommend that some topics be addressed 
through an educational note. Some of these topics might include individual pension plans 
(IPP) and salary increases. 

A few comments regarding commuted values will be shared with the group. 

c) Benefit Security 
James Koo joined the meeting for this item. He reported that the DG has reached strong 
agreement on several key issues, such as: 

• It is not the role of the actuary to monitor financial strength. 

• Hypothetical wind-up is still the best measure of benefit security. 

During its first meeting, the DG proposed enhancing the hypothetical wind-up by adding 
sensitivity testing over time. It was also mentioned that more disclosure might not be that 
useful. 

Fiduciary responsibility: should the DG seek legal advice? The ASB recommended that the NOI 
solicit input from stakeholders on this issue. If the actuary does indeed have a fiduciary duty, 
how would this affect the standards? What do other countries, such as the UK, do? There was 
some discussion on how our standards should reflect our professional duty. One option 
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would be to move away from “fiduciary” terminology, instead using “professional duty or 
standard of care”. 

d) Meaningful Stress Testing 
Dani Goraichy joined the meeting for this item. He reported that the DG held a face-to-face 
meeting in early December to identify the issues to be addressed, decide on process and 
determine if additional guidance is likely to be required. 

It was suggested that a member of the DG on DCAT/ORSA or a practitioner from a different 
area of practice be recruited as an observer.  

A notice of intent will likely be ready in Q2 2020. 

e) General Review (other than mortality) for Sections 3500 & 4500 
Gavin Benjamin joined the meeting for this item. He reported that the DG reconvened since 
the last ASB meeting to discuss the issues raised by the ASB.  

The DG suggested wording around consistency when dealing with the funded status of the 
plan (target pension arrangements (TPA)). In addition, the DG expressed some concerns 
around the effective date suggested, which would allow early implementation for TPA. The 
DG would prefer an effective date of July 1, 2020 with early implementation permitted. 

ASB members raised concerns about the proposed wording of paragraph 3570.05 (calculation 
of funded ratio). There was a discussion about whether this issue should be handled in the 
standards or an educational note. After discussion, the ASB agreed it should be dealt with in 
the standards and agreed on proposed wording. 

It was suggested that the effective date be seven months following the publication of the 
final standards. 

The chair of the ASB thanked the members of the DG for their hard work. 

f) Quinquennial Review of Part 4000 
Jamie Jocsak provided an update since the Chair of the DG was unable to attend the meeting 
for this item. The following was noted: 

• The DG has held three meetings, starting in September. 
• The first meeting was introductory, a determination of how to tackle the project, and 

identification of reference materials. 
• The second meeting was an assessment of where the major issues were expected to 

lie. 
• The DG anticipates that the most vigorous discussions will focus on section 4500, 

marriage breakdown. The rules may not be identical to those for commuted values, 
but similar. 

• The third meeting started at part 1000 and then part 4000, reviewing the standards 
line by line. The DG reached the end of section 4300 in that meeting. 

• Recommended changes, including some possible French translation issues, were 
minor at this stage. 

• The DG intends to continue to meet monthly. 
• The Chair of the DG hopes that the review can be wrapped up in three more 

meetings, but the DG will take as much time as it requires. 
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• The DG would be in a position to prepare a NOI after it has concluded its line by line 
review (either in March or June 2020). 

g) ISAP 6 
Mario Robitaille joined the meeting for this item. He reported that the DG held its first 
meeting at the end of November. One of the first questions to be resolved is whether the 
work should be insurance-specific or have a wider reach. 

He mentioned that ISAP 6 as written is insurance-specific but that first impressions indicate 
that adapting it to all practice areas should be easily achievable. 

The next meeting of the DG is scheduled for mid-December. A notice of intent should be 
ready in Q1 2020. 

Motion: That Étienne Massicotte be appointed as a member of the Designated Group on 
ISAP 6, effective immediately. 

Carried 

There was also a discussion on ISAP 5, which covers ERM models for insurers. After a brief 
discussion, it was determined that this element should be added to the DG’s mandate. In this 
case, it is felt that adapting it to have a broader reach is not as simple but is feasible. The DG 
may not be able to adhere to the same timeline for both ISAPs. 

Mario Robitaille indicated that it would be desirable to add a member with modeling 
expertise to the DG. 

h) IFRS 17 
Rebecca Rycroft presented a brief update. The following was noted: 

• ISAP 4 was approved at the IAA meetings. The intent is to incorporate ISAP 4 into our 
standards. 

• The DG is in regular contact with the DG on the Role of the AA in the context of IFRS 
17 to ensure the coordination of efforts. 

• Section 2800 is in the final stages of review. 

• Promulgations: some of the elements to be considered include: 

o What should be promulgated? Discount rate in the ultimate period could be 
promulgated. 

o Work needs to be aligned with what the Committee on Life Insurance Financial 
Reporting (CLIFR) is doing. 

o Consistency across practice areas 
o What would the trigger be for future promulgations? 
o Timeline 
o Risks to the profession 
o Public interest. 

• The topic of valuations not subject to IFRS 17, such as valuations for gift annuities was 
discussed. If these sections were made into a separate practice area, ensuring that the 
relevant sections of the standards are maintained could present a problem. 

• A revised exposure draft is expected to be presented to the ASB for approval at its 
March 2020 meeting. 
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i) IFRS 17 and the Role of the Actuary in the IFRS 17 Context 
Lesley Thomson and Trevor Howes joined the meeting for this item. They provided an 
overview of the notice of intent (NOI) and the following was noted: 

• The importance of coordination with the DG on IFRS 17 was stressed. 

• Part 1000 will need to be reviewed, for example a decision will be required on 
whether to keep the Joint Position Statement or remove it from the standards. 

• Reporting: quite a few areas require a close examination. Among the topics to be 
addressed, it is worth mentioning the following 

o Opinion of the actuary 
o Disclosure of the role of the Appointed Actuary (AA) 
o Section 2400 probably will not be changed 
o Consider whether the description of “satisfactory financial condition” should 

be revised under IFRS 17 

• The DG proposes that a new educational note on the actuary’s report on the valuation 
be developed. 

• Trevor Howes drafted an article destined for the CIA IFRS 17 blog. The purpose of the 
article is to inform and educate actuaries on the fact that the paradigm is changing 
(objective of the valuation). 

• The DG met with regulators; the regulators have indicated a willingness to still accept 
the generally accepted accounting principles (GAAP) valuation for solvency purposes 
but reserves the right to change its mind if it is determined that the range of practice 
is too wide. 

Motion: That Nathalie Bégin, Marc-André Harvey, Sheldon Selby (OSFI), and Sylvain St-
Georges (AMF) be appointed as members of the Designated Group on the Role 
of the Actuary in the Context of IFRS 17, effective immediately. 

Carried 

Motion: That the Notice of Intent to Review the Standards of Practice to Consider the 
Impact of IFRS 17 on the Role of the Appointed/Valuation Actuary 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 

103.8 Standard-Setting Round Table (SSRT) 
Josephine Marks reported that Dave Pelletier is stepping down at the end of 2019. She indicated 
that the SSRT is likely to be merged with another entity as part of the restructuring effort 
undertaken by the International Actuarial Association (IAA). 

It is felt that it is desirable for the individual selected to replace Dave to be someone already 
attending IAA meetings. A few names were suggested.  
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103.9 Committee on Pension Plan Financial Reporting 
Jared Mickall joined the meeting for this item. He presented an update on the activities of the 
Committee on Pension Plan Financial Reporting (PPFRC) and provided an overview of the 
economic conditions, and the issues and challenges in the pension world in Canada. The 
following was noted: 

1. Liabilities 
o Low interest rates ß increased pressure on liabilities, in particular solvency 

 While some jurisdictions have relaxed solvency funding (QC, ON), others have not 
 Future return expectations for fixed income are usually tied to current yields, 

perhaps with an assumption of future changes in yields. Either way, this portion of 
portfolio would see reduced expected future rates of return 

o Negative or persistent low interest rates 
 Theory vs. practice 
 Some are looking at other geographies and their experiences (e.g., Japan)  

2. Assets 
o In general, asset returns in 2019 have been positive due to a combination of equity 

performance and fixed income yields declining. YTD To Nov. 29, 2019:  
 S&P/TSX Composite - Canada: 22.3%   
 S&P 500 CAD: US: 24.1% 
 MSCI EAFE CAD: 15.5% 
 FTSE Canada Universe: 8.2%   Yields at BOY: 2.72%. Now at 2.12% 
 FTSE Canada Long-term: 15.7% Yields at BOY: 3.18%. Now at 2.43% 

However, DB pension plans should expect to see upward pressure on liabilities.  

o Given low interest rates, options to traditional fixed income investments are being sought 
 Non-Canadian bonds 
 Private debt 
 Mortgages 
 Real estate 
 Infrastructure 

o The continued movement of ESG factors into investment decision making for institutional 
investors 

o Continual review of the equity markets and future rate of return setting (e.g., are the 
equity markets being over-priced). High asset values today could mean lower rate of 
return expectations in the future 

3. Pension funding reforms continuing across Canada in various stages 
o BC 
o Nova Scotia 
o Manitoba 

Consistent theme, in general, is relaxed solvency with strengthened going concern. However, 
each jurisdiction is applying its own method – i.e., harmony in intent, but lack of harmony in 
execution. 
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4. Trends in Canadian DB 
o Shift from DB to DC, in private sector continues (where not already done) ß pension 

funding reforms may assist with funding of legacy arrangement, but may have limited 
impact on slowing this shift. 

o Mergers of DB pension plans in JSPPs (e.g., HOOPP) and migration of DB pension plans 
into the CAAT pension plan ß beyond colleges (e.g., Torstar, Canadian Press Enterprises, 
Postmedia) 

o Public sector pension plans continue to be DB, but there are news reports of contribution 
requirements being scrutinized for certain pension plans (e.g., Winnipeg Police, various 
items in Alberta public sector).  

o Canada Pension Plan 
 First stage of increase to contributions starting in 2019 for enhanced CPP 

• Base: 4.95% employees 
• +0.15% of covered earnings in 2019 for employees 
• 5.10% in total, up to YMPE 

 Alberta Government has been public about reviewing its continued participation 
in CPP and possible withdrawal. 

5. Margins/PfAD: How to handle setting of assumptions in a framework without solvency or 
relaxed solvency? 
o SOP place this with the terms of the engagement and/or statute 
o If with Terms of engagement, then it is common for the actuary’s input to be sought 

 What is margin for? Can differ by stakeholder 
• Plan beneficiaries may desire a cushion for adverse experience to increase 

likelihood that promised benefits will be provided 
• Plan sponsor is usually trying to manage a variety of stakeholders: plan 

beneficiaries, shareholders, creditors, etc. 
o Security: to increase likelihood that promised benefits will be 

provided 
o Contribution stability (which could mean margin that is flexible and 

increases when times are good and decreases when times are bad). 
o a blend of the above (consideration of being accountable to many 

stakeholders) 
• When is a margin sufficient? 
• Disclosure? e.g., Is it enough for a funding report to disclosure that the 

terms of engagement directed the actuary to assume a margin of x%? 
6. SOP 
Questions raised by CAPSA  

o Are the standards written to drive actuaries to prepare funding that are at minimum? 
o Should actuaries go above minimum in the context of funding in light of applicable 

statute? 
o What about the role of funding policies? 

7. CV Standards 
o The PPFRC is eagerly awaiting an update on the release, effective date and final content 

of these standards 
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8. A need for new guidance on Extrapolations 
o Use of data that is not at the valuation date 

 Are there situations where this is reasonable and appropriate? 
 If so, what procedures could be followed? 

• To determine the data 
• Disclosure 

 What is the ultimate intent of the using such data in lieu of actual data? 
o Extrapolation of prior valuation results (GC, solvency) to a subsequent valuation date in 

lieu of performing a valuation using data at the valuation date 
 Are there situations where this is reasonable? 
 If so, what procedures could be followed? 

• To determine the results (GC balance sheet, GC service cost, hypothetical 
wind-up/solvency balance sheets, incremental costs, etc.) 

• Disclosure 
 What is the ultimate intent of the using such a process in lieu of actual data? 

9. A need for new guidance on Data Validation for Pension Purposes 

10. Mortality improvement 
o Many appear to continue to use CPM-B instead of MI-2017.  
o Should there be a common table for improvement?  
o If not, can we agree on why? 

The Chair of the ASB thanked Jared for a very thorough presentation. 

103.10 ASB Terms of Reference and Standard Operating Procedures 
Josephine Marks reported that one of the first tasks of the new Actuarial Profession Oversight 
Board (APOB) (replacing the Actuarial Standards Oversight Council (ASOC) as of January 1, 2020) 
will be to approve the ASB terms of reference in early January. 

The Head Office tweaked the existing version of these documents to fit the new template 
developed for all boards that will report to APOB. The changes are all minor. One of the changes 
made is to increase the minimum number of members from six to eight. 

Section 10.1 of the terms of reference is somewhat new, capturing the concept of the Rules of 
Professional Conduct, the conflict of interest guidelines. Other changes were briefly highlighted. 

APOB does not need to approve the ASB standard operating procedures. It was mentioned that 
the ASB Nominating Committee had prepared a document identifying the desired characteristics 
for potential ASB members. 

Motion That the Actuarial Standards Board (ASB) recommend to the APOB that it approve 
the ASB Terms of Reference. 

Carried 

103.11 Webcasts 
The following webcasts are currently being planned or considered: 

• Financial condition testing: in the planning stages (potentially in January 2020). 
• Commuted values: the DG will consider. 
• Review of Part 3000: a webcast will be arranged once the NOI is published. 
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103.12 IAIS Insurance Capital Standard 
The ASB debated the question as to whether, once it becomes a standard, the ASB needs to 
consider integrating it into Canadian standards. After a brief discussion, it was determined that 
no action is required from the ASB. 

103.13 Preliminary Planning for the 2021-2026 Strategic Plan 
The Chair reported that work is progressing on this initiative.  Draft material was provided to the 
ASB. 

103.14 Report on Recent/Upcoming Meetings 
Steve Easson reported on the recent meetings of the SGC (to be known as the Actuarial Guidance 
Council (AGC) as of January 1, 2020). The following was noted: 

• Three draft educational notes were approved, namely the CLIFR fall letter, the new 
Committee on Risk Management and Capital Requirements (CRMCR) fall letter, and a 
PCFRC draft educational note on expected loss ratio. 

• A few P&C draft educational notes are in various stages of drafting. 
• The SGC reviewed three life draft educational notes related to IFRS 17, namely coverage 

units, discount rate, and market consistent valuation. 
• A draft educational note on Par insurance also related to IFRS 17 is expected in 2020. 
• The draft educational note on financial condition testing (FCT) was approved. 
• An educational note supplement to the CRMCR fall letter is expected to be approved in 

the near future to deal with FCT transition issues for P&C actuaries. 
• An update was provided on the recruitment effort to staff the DG on ISAP 6. 
• The Task Force to Update Guidance provided an update on its work to update references 

to standards in published guidance, with the priority given to PCFRC guidance. A master 
spreadsheet to be published on the CIA website is being developed to help actuaries. 

• The SGC is updating its Policy on Due Process. 
• Feedback on the Board Task Force on the Strategic Plan was provided. 

ASB report to the CIA Board 
The Board was supportive of the work done by the ASB. 

ASB/CIA/OSFI 

• OSFI was pleased with its relationship with the actuarial profession.  

• Topics discussed were primarily related to IFRS 17. 

• OSFI indicated that it would prefer a single (financial) statement approach. 

• OSFI is supportive of the work done by the CIA/ASB on IFRS 17 in preparation for the 
implementation of IFRS 17. 

• Promulgations: will depend largely on where the range of practice will end up. If it is too 
wide, OSFI could consider proactive disclosure requirements. 

CIA/ASB/CAPSA Actuarial Standards Group (ASG) 

• The Financial Services Regulatory Authority of Ontario (FSRA) was also in attendance. 
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• Provisions for adverse deviations: a look at the most recent reports (when the 
requirements were not present) yielded an unexpected result, i.e., provisions were lower 
than before. 

• Extrapolation: the Committee on Pension Plan Financial Reporting will develop an 
educational note to address the concerns raised during the meeting. 

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

March 4, 2020 – 9:30 a.m. - 3:30 p.m. 
May 7, 2020 – 9:30 a.m. - 3:30 p.m. 

103.16 Other ASB Business 
The topic of whether it is desirable to have more consistency across practice was briefly 
discussed. Which items are contenders for potential promulgation? 

It was suggested that the Guidelines for DGs, which mention the importance of consistency 
across practice areas, be discussed with practice committee chairs and DG chairs at the next 
opportunity. 

There being no other business, the meeting concluded at 4:09 p.m. The next scheduled meeting 
of the ASB will take place on March 4, 2020 in Toronto. 


