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Mandates – CLIFR Working Groups 

Risk Adjustment Subcommittee 

Objectives: 

The objective of the subcommittee is to draft and publish an educational note to provide 
guidance to Canadian actuaries on the practical implementation of a risk adjustment calculation 
under IFRS17. 

The focus of the educational note will be Canadian-specific issues that are not addressed in the 
international IFRS17 guidance (the standard itself and supporting International Actuarial Notes 
(IANs)), and more generally additional guidance, if necessary, where the international guidance 
is unclear and potentially leading to too wide a range of practice in Canada.  

Potential topics for the educational note include the following: 
• Applicability of the Canadian margin for adverse deviations (MfAD) approach for risk 

adjustment: 
o Considerations in reflecting diversification in the MfAD calculations; 
o Considerations in the MfAD calculations when reinsurance is used; and 
o Guidance regarding translation of MfAD approach to a confidence level. 

• Considerations in the practical implementation of other risk adjustment approaches: 
o Identify potential approaches: e.g., cost of capital, other innovative quantitative 

approaches? 
o Identify potential issues: translation to confidence level, reflection of reinsurance, use 

of approximations to meet financial reporting deadlines, etc. 

The subcommittee aims to have a first draft of the educational note by the end of 2018, with 
the goal of publishing by mid-2019. 

 

Estimates of Future Cash Flows Subcommittee 

Objectives:  
• Assess whether the current approach to setting best estimate assumptions is still 

appropriate under IFRS 17;  
• Identify Canadian specific issues/areas where guidance is required (e.g., IIT);  
• Provide guidance related to the valuation of cost of guarantees for insurance products; and  
• Review the existing list of CIA educational notes that are related to the probability-

weighted cash flows.  
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Contract Service Margin (CSM)/Coverage Units Subcommittee 

Objectives: 

The primary objective of the working group is to draft and publish an educational note to 
provide guidance to Canadian actuaries on the selection of the appropriate coverage units for 
products that are typically sold in Canada. 

The IAN chapter on the CSM was not available at the date at which the mandate was 
established. When a draft of the CSM chapter becomes available, the working group will assess 
whether additional guidance is needed with respect to the CSM and will determine if the 
group’s mandate needs to be expanded. 

 

Market Consistent Valuation of Financial Guarantees/Segregated Funds Subcommittee 

Objectives: 

The primary objective of the subcommittee is to draft and publish an educational note that will 
provide guidance to Canadian actuaries on the practical implementation of a market consistent 
valuation under IFRS17.  

Potential topics for the educational note include the following: 
• Considerations for the determination of market observable inputs  

o Definition of deep and liquid markets; 
o Implied volatility vs. realized volatility; and 
o Applicability of BSM equity option and IR swaptions pricing models.  

• Considerations in the practical implementation of (market consistent) stochastic models:  
o Stochastic equity, stochastic IR and integrated stochastic IR/equity models. 

Other guidance may be provided by this subcommittee dependent on it being specifically 
related to segregated fund business. This could include, for example, guidance on aggregation 
of segregated fund business (with different guarantee types) and the determination of the risk 
adjustment (under a market-consistent framework). 

 

Discount Rate Subcommittee 

Objectives:  

The objective of the subcommittee is to draft and publish an educational note to provide 
guidance to Canadian actuaries on the development of discount rates under IFRS17. 

The focus of the educational note will be Canadian-specific issues that are not addressed in the 
international IFRS 17 guidance (the standard itself and supporting International Actuarial Notes 
(IANs)), and more generally additional guidance, if necessary, where the international guidance 
is unclear and potentially leading to too wide a range of practice in Canada.  

Potential topics for the educational note include the following: 
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• Overview of Canadian products and the degree of liquidity of these products (low, medium, 
high). 

• Setting the long-term discount rate in Canada, for both forward and spot rates as well as 
the grading period to the long-term rate. 

• Considerations for setting the observable period in Canada. 
• Considerations for setting the illiquidity premium in Canada (covering both bottom up/top 

down). 
• Overview of Canadian products with cash flows that vary with financial underlying items 

and how to apply the discount rate: 
o This includes covering the application of discount rate where we have one-sided risk. 

• How to adjust the discount rates to be appropriate for the estimated cash flows if the 
company does not allocate cash flows into those that vary based on the underlying items 
and those that do not. 

• How to calculate the locked-in discount rate for a group (maybe, not Canadian-specific). 

The subcommittee aims to have a first draft of the educational note by the end of 2018, with 
the goal of publishing by mid-2019. 
 

Subcommittee on PAA Eligibility 

Objectives:  

The objective of the subcommittee is to review and provide feedback, from a life insurance 
perspective, on the IFRS 17 premium allocation approach (PAA) eligibility educational note that 
is being drafted by the Committee on Property and Casualty Insurance Financial Reporting 
(PCFRC). 

The focus of the subcommittee will be group insurance, as that is the primary Canadian life 
product line for which PAA is likely to be applied. Other lines of business will be addressed as 
needed. 

The subcommittee’s activity will be linked to the timeline of the PCFRC’s Method Selection (PAA 
vs. GMA) Working Group. We tentatively expect to be active in Q4 of 2019, potentially 
extending into Q1 of 2020. 
 

Par Subcommittee 

Objectives: 
• Defining par surplus; 
• Reasonable approximation for valuation; 
• Variable fee approach (VFA) vs. general measurement approach (GMA); and 
• Approach to cost of guarantee (coordinate with probability-weighted cash flows group). 
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Subcommittee on Expenses  

Objectives:  

The objective of the subcommittee is to draft and publish an educational note to provide 
guidance to Canadian actuaries on expenses under IFRS 17. 

The focus of the educational note will be Canadian-specific issues that are not addressed in the 
international IFRS 17 guidance (the standard itself and supporting International Actuarial Notes 
(IANs)), and more generally additional guidance, if necessary, where the international guidance 
is unclear and potentially leading to too wide a range of practice in Canada.  

Potential topics for the educational note include the following: 

• Relevant IFRS 17 guidance-related to expenses (e.g., acquisition expense, fulfilment 
expense, directly vs. non-directly attributable, etc.) 

• Examples of directly/non-directly attributable expenses 
• Other topics of interest: e.g., expense bifurcation between gross and ceded liabilities, 

productivity/economies of scale 
• Updated content of interest to be extracted from a review of the 2006 expense 

educational note and addition of new content, as required.  

The subcommittee aims to publish a first draft of the educational note by the end of 2020. 

Subcommittee on Fair Value  

Objectives:  

The objective of the subcommittee is to draft and publish an educational note that will provide 
guidance to Canadian actuaries on the Fair Value Approach under IFRS 17. 

The focus of the educational note will be Canadian-specific issues that are not addressed in the 
international IFRS 17 guidance (the standard itself and supporting International Actuarial Notes 
(IANs)), and more generally additional guidance, if necessary, where the international guidance 
is unclear and potentially leading to too wide a range of practice in Canada.  

Potential topics for the educational note include the following: 
• Typical use of fair value in Canada and specific considerations: e.g. transition and 

business combinations. 
• Description and specific considerations for approaches used in Canada (e.g., Adjusted 

Fulfilment cash flows (FCF), Appraisal/Embedded value, other approaches) 
• Considerations for the determination of market participant assumptions and practical 

application: 
o Risk adjustment: Market view vs entity view of risk aversion/cost of risks and 

diversification benefit of a market participant vs entity; 
o Expenses: Non-attributable expenses and market participant views of expense 

synergies; 
o Cost of capital: Risks not covered in the FCF, hurdle rate, target capital ratio, etc.; 
o Financial assumptions: illiquidity premium, entity’s risk of non-performance, 

investment return, etc.; 
o Other adjustments (e.g. profit margin, taxes, etc.). 
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• Considerations in the Fair Value calculations when reinsurance is used. 

The subcommittee aims to publish the draft educational note in Q4 2020 and to present a 
substantial update at the 2020 CIA annual meeting. 

Disclosures and Sensitivities Subcommittee 
• The scope of the subcommittee is to provide an explanatory report to CIA members with 

regard to the IFRS 17 financial statement disclosure notes on sensitivities related to 
actuarial assumptions and other disclosure sections where actuarial judgment is 
required.   

• The aim is to review the required disclosures under IFRS 17 and to identify those that 
require actuarial judgment. At a minimum this would cover identifying the risks that will 
be stressed and then recommending appropriate stress levels. The impacts of these 
sensitivities on after-tax income, equity, as well as CSM – for both direct and ceded 
business would be illustrated.   

• The subcommittee is comprised of life and property and casualty actuaries including 
several actuaries from accounting firms. The report is intended to cover all lines of 
insurance (Life & Health and P&C) as well as all IFRS 17 measurement models (PAA, 
GMA, and VFA). 

Applications related to discount rates Subcommittee 

The subcommittee will be writing an explanatory report that will provide information on 
various applications related to the discount rates, which are detailed below. 

The objective is to have a first draft of the report available by the first half of 2021, with the 
goal of publishing in 2021.  

1. Initial recognition of contracts (which curve/what day to use). 
2. Locked-in yield curve (applicable for the general model only): 

1) Uses of locked-in yield (CSM accretion, assumption changes, experience impact on 
estimates of future cash flows, disaggregation between OCI & P&L).  

a. Uses of locked-in rate for loss component roll forward. 
b. UL and crediting rate. 

2) Frequency of locking in the curve and how to blend the curves for annual groups. 
a. How to blend. 

3) Stochastic locked in rate. 
a. GMA. 

4) Format of locked-in rates: forward curve, spot, effective yield. 
a. If fulfilment cash flows are modified significantly, does it change the effective 

yield? 
3. Discount rate for reinsurance contracts held (coinsurance and YRT). 
4. Commentary on how the principles above could be applied to the risk adjustment if the risk 

adjustment is discounted.  
5. Insurance finance expense and how it can be decomposed in expected interest expense 

versus expense incurred as a result of market movements: 
1) Effect of time value of money. 

a. Expected interest expense during the period. 
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b. PCFRC split it in three parts: constant yield curve, unwinding spot rates, 
expectation hypothesis. We believe there may be a fourth if a company elects 
fair value through OCI, which is the locked-in curve. 

2) Effect of changes in the time value of money. 
6. Financial statement presentation, under fair value through P&L versus fair value through 

OCI: 
1) Presentation of finance results. 
2) Statement of comprehensive income. 
3) Loss component. 

7. Illustrative examples: 
1) Our preliminary view is to include four examples for illustrative purposes: GMA with 

fair value through P&L elected, GMA with fair value through OCI elected, contracts 
with direct participating features fair value through P&L elected, contracts with 
direct participating features fair value through OCI elected. 

2) Would cover presentation of the financial results for one reporting period, assuming 
there were movements in the yield curve. 

The GMA versus the VFA will be covered in each section where relevant. 

Contract Classification, Embedded Derivatives and Investment Components (ED&IC) 
Subcommittee 

Objectives:  
• To review IFRS 17, its Basis for Conclusions, International Actuarial Notes (IANs), and any 

other relevant IFRS standards to identify areas which may require additional guidance for 
the treatment and reporting of embedded derivatives and investment components 
contained within insurance contracts. 

• To establish additional guidance, where appropriate, to Canadian actuaries on the treatment 
of embedded derivatives and investment components of insurance contracts under IFRS17. 

The guidance would address Canadian-specific issues that are not covered in the international 
IFRS 17 guidance (the standard itself or supporting IANs). The Canadian-specific guidance may 
also provide additional, more general guidance if needed, where the international guidance is 
unclear or silent.  

Potential topics for the guidance may be to 

• Review the CIA’s Committee on International Insurance Accounting (“IIAC”) draft 
educational note Comparison of IFRS 17 to Current CIA Standards of Practice pertaining 
to classification, embedded derivatives, and investment components, and provide 
supplemental guidance if needed. The review and any supplemental guidance should 
cover: 

o what may constitute embedded derivatives and distinct investment components 
that need to be separated from the insurance contract and valued under IFRS 9, 
and identify Canadian specific examples. 

o what may constitute non-distinct investment components valued under IFRS 17, 
and identify Canadian-specific examples. 
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• Review existing Canadian guidance and determine whether applicable or retire existing 
guidance and issue new guidance. The review should cover any referenced documents 
in the IIAC’s draft educational note Comparison of IFRS 17 to Current CIA Standards of 
Practice. 

The subcommittee aims to have a first draft of the guidance by the end of 2018, with the goal 
of publishing by mid-2019. 

 

Recoverability of Acquisition Expenses 

• to provide background information and considerations for actuaries in applying IFRS 
17.28A to 28F, with a focus on the recognition and derecognition of an asset for 
acquisition cash flows, and calculations required to perform the recoverability tests. 

• relevant to the valuation of Property & Casualty (P&C) and Life & Health (L&H) insurance 
contracts. 

 


