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Mandates – PCFRC Working Groups 

Discounting Working Group  

Objectives: 
• Review the IFRS 17 Standard and available guidance material and determine whether 

additional guidance is required by the CIA; 
• If additional guidance is required, draft and publish an educational note that will provide 

guidance to Canadian actuaries on the development and application of discount rates under 
the IFRS 17 Standard; and 

• Provide periodic updates and education to Canadian actuaries via CIA seminars and/or 
webinars. 

The working group has concluded that additional guidance is required on discount rates under 
IFRS 17. The focus of the educational note will be Canadian-specific issues that are not 
addressed in current available IFRS 17 guidance (the Standard itself, supporting international 
actuarial notes, other actuarial organization’s publications), 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.   

Topics being examined for inclusion in the educational note include the following: 

• Considerations in selecting a bottom-up vs. top-down approach for discounting; 

• Considerations for setting the liquidity premium for Canadian P&C insurance and 
reinsurance products, including issues related to the determination of liquidity of the LRC 
and LIC when using the bottom-up approach; 

• Issues related to the determination of a reference portfolio, when using a top-down 
approach; 

• Methods for unwinding the discount when discounting liabilities with a yield curve; 

• Illustration of OCI option; 

• Application of locked-in yield curve when the entity elects to disaggregate insurance service 
and insurance finance expenses; 

• Rates beyond the observable period (with reference to CLIFR guidance); 

• Meaningful illustrative examples applicable to P&C insurance contracts specifically. 

The working group will liaise with its CLIFR counterpart. 

The working group will aim to publish in Q3 2020. 
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Risk Adjustment Working Group  

Objectives: 
• Review the IFRS 17 Standard and available guidance material and determine whether 

additional guidance is required by the CIA; 
• If additional guidance is required, draft and publish an educational note that will provide 

guidance to Canadian actuaries on the development of the risk adjustment under the IFRS 
17 Standard; and 

• Provide periodic updates and education to Canadian actuaries via CIA seminars and/or 
webinars. 

The working group has concluded additional guidance is required by the CIA on risk adjustment 
under IFRS 17. 

The focus of the educational note will be Canadian-specific issues that are not addressed in 
current available IFRS 17 guidance (the Standard itself, supporting international actuarial notes, 
other actuarial organization’s publications), 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. Technical details on methodologies will not be expanded on as 
they are adequately covered in existing actuarial literature such as the IAA’s Monograph on Risk 
Adjustment. 

Topics being examined for inclusion in the educational note include the following: 

• Whether current MfADs can be used by P&C insurers for the risk adjustment;  
• Possible methods for allocating the total risk adjustment to groups of insurance contracts; 
• Expense risk; 
• Operational risk, in particular claims fraud which is implicitly embedded in claims data; 
• Time horizon; and 
• Risk adjustment for reinsurance contracts. 

The working group will liaise with its CLIFR counterpart. 
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PAA Eligibility Working Group  

Objectives: 
• Review the IFRS 17 Standard and available guidance material and determine whether 

additional guidance is required by the CIA; 
• If additional guidance is required, draft and publish an educational note that will provide 

guidance to Canadian actuaries on considerations for determining whether the premium 
allocation approach (PAA) approximates the general measurement approach (GMA) for 
contracts longer than one year; and 

• Provide periodic updates and education to Canadian actuaries via CIA seminars and/or 
webinars. 

The working group has concluded additional guidance is required by the CIA on considerations 
for method selections under IFRS 17. 

Topics being examined for inclusion in the educational note include the following: 

• Coverage period considerations 
• Meaning of “would not differ materially” between GMA and PAA 
• Meaning of “significant variability” in the fulfilment cash flows 
• Materiality considerations 
• Illustrative examples 

The working group will aim to publish in Q3 2020. 

Reinsurance Working Group  

Objectives: 
• Review the IFRS 17 Standard and available guidance material and determine whether 

additional guidance is required by the CIA; 
• If additional guidance is required, draft and publish an educational note that will provide 

guidance to Canadian actuaries on considerations for the valuation of reinsurance contracts 
in Canada; and 

• Provide periodic updates and education to Canadian actuaries via CIA seminars and/or 
webinars. 

Topics being examined for inclusion in the educational note include the following: 
• Contract boundary and PAA eligibility for risk-attaching vs. occurrence treaties; 
• Contractual service margin for reinsurance contracts; 
• Levels of aggregation (groups and portfolios) for reinsurance contracts; 
• Possible mismatches between primary insurance and reinsurance contracts; 
• Counterparty risk; 
• Considerations related to the terms of the reinsurance contracts (e.g., commutations, 

reinstatements, cancellation provisions, profit-sharing, etc.); and 
• Investment components. 



 

4 

LRC Working Group  

Objectives: 
• Review the IFRS 17 Standard and available guidance material and determine whether 

additional guidance is required by the CIA; 
• If additional guidance is required, draft and publish an educational note that will provide 

guidance to Canadian actuaries on considerations for determining the LRC for P&C insurance 
contracts under the GMA and under the PAA; and 

• Provide periodic updates and education to Canadian actuaries via CIA seminars and/or 
webinars. 

The working group has concluded additional guidance is required. 

Topics being examined for inclusion in the educational note include the following: 

• Payment pattern for LRC 
• Coverage units for P&C contracts 
• Insurance revenue considerations 
• Onerous contracts: loss component and loss recovery component 
• Financing and investment components 
• MCT considerations 
• Illustrative example 

The working group will aim to publish an educational note in Q4 2020 and an illustrative 
example in 2021. 

Other Working Groups 

PCFRC is working with CLIFR on the following joint guidance: 

• Educational note on fair value 
• Report on estimates of future cash flows – expense focus 
• Report on disclosures and sensitivities 
• Recoverability of acquisition expenses 

 


