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Practice Education Course 

Group Benefits Section 

This study note serves to assist candidates in better preparing for the Practice Education Course 
(PEC) by providing information on the structure of the Group Benefits section of the PEC, and 
giving some guidance to candidates on how to prepare for the course and examination. 

Course Overview 

The PEC is one of the final steps toward obtaining the FCIA designation. One major objective of 
the PEC is to make sure that the persons who obtain the FCIA designation have a good 
understanding of the key issues in their area of practice. Attendance at all sessions of the PEC is 
required in order to be eligible to write the examination on the final morning of the PEC. 

The group benefits track of the PEC includes the following seven main sections: taxation, law 
and regulation, social programs, plan design and funding, post-employment benefits, pricing 
and reserving and life insurance company management. There is also a general session on 
professionalism, which is common to all tracks. 

The order in which these subjects will be covered is subject to speakers’ availability. Life 
Insurance company management will be spread over two sessions. Each session held on 
Monday and Tuesday is expected to last approximately 1 hour and 45 minutes, including a 15-
minute wrap-up. 

Preparation for the course 

The major raison d’être of the Practice Education Course is to focus on uniquely Canadian issues 
and elements not covered in the exam syllabus of the Society of Actuaries (SOA). Hence, a 
portion of the study material for the Group Track has never been part of the exam syllabus of 
the SOA. Another portion of the study material may have been part of the exam syllabus of the 
SOA, but in tracks other than group benefits. 

Also, the Group Track is rather unique as it attracts people from very different backgrounds, 
such as: 

 insurance company actuaries, with a background presumably oriented mainly toward 
pricing and reserving of group products; 
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 consulting actuaries, with a background presumably oriented mainly toward the design and 
taxation of group products and/or accounting for post-employment benefits; 

 reinsurers, with a background presumably oriented mainly toward reserving and special 
products; 

 workers’ compensation actuaries, with a background presumably oriented mainly toward 
social programs. 

All of these considerations result in a significant portion of the material being new to many, if 
not most, candidates. Also, a significant portion of the material may change from year to year 
as new study notes are written and made available to candidates. We also try to address 
current important topics. 

Candidates are expected to study thoroughly all the reading materials prior to attending the 
course. Although the facilitators will go through the materials during the course, it is essential 
that the candidates be already familiar with all the concepts prior to attending the course. The 
course offers the candidates a chance to have a final review of the materials through various 
discussions and to ask questions. Candidates who do minimal preparation and expect to learn 
all the material through attendance at the PEC only will likely not pass the examination at the 
end. 

A good approach to preparing for the PEC is to discuss the study material with other, more 
experienced, actuaries and to look for real life situations where the concepts in the study 
material do apply. The preparation for the PEC should be comparable to the preparation for the 
former 3-hour advanced exams from the SOA. 

During the Course 

The two-day session before the examination is designed to provide practical perspectives and 
experiences with the application of the pre-read materials from actuaries working in these 
practice areas. It is a chance to review the relevant material, however it is not the time to start 
learning the materials. It is also a time to ask questions, so candidates should ensure that they 
participate in the discussions and ask questions. Although attendance is compulsory, candidates 
who do minimal preparation and expect to learn all the material only through attendance at the 
PEC will likely not pass the examination 

The Examination 

At the end of the PEC, there is a three-hour, open-book examination. Further details on the 
examination can be found below. The examination questions may cover any or all sections of the 
syllabus and presentations. The emphasis will be on testing the “core” knowledge. 
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Core Knowledge 

Core knowledge is knowledge that is essential in order for a group insurance actuary to be able 
to: 

a) design group insurance plans and arrange the funding of such plans;   

b) price group insurance products and assist the valuation actuary with the financial reporting 
of actuarial liabilities and solvency concerns related with group insurance products; 

c) understand the tax issues related to group insurance products; 

d) act in a manner respectful of the law, regulations and professional standards. 

Core knowledge includes, but is not limited to: 

 Major features of group insurance plans in Canada and impact of social programs on group 
insurance plan design and pricing; 

 Tax treatment of employer and employee contributions to group insurance plans and of 
benefits arising from such plans, along with the impact of taxation on plan design; 

 Impact of taxation of insurance companies on the design and funding of group insurance 
plans; 

 Impact of relevant legislation, regulations and guidelines from regulatory bodies on the 
design, pricing, distribution and administration of group insurance plans; 

 Financial impact of post retirement and post employment benefits, including the selection 
of assumptions and the methods approved by the IAS/CPA to value these benefits; 

 Experience studies and their use for pricing and reserving; 

 The Canadian reporting environment and alternative reporting methods for group insurance 
products, along with the current solvency and valuation issues; 

 Canadian aspects of special group insurance products, including potential risks and 
problems related to these products; 

 Role of reinsurance for group products. 

Candidates are expected to not only recall these concepts, but are also expected to be able to 
apply the concepts in real life numerical situations. At least 80% of the points allotted in the 
examination will be relating to questions to test “core” knowledge. 

The “Open-book” Philosophy 

Examination questions can be drawn from any of the reading materials and the presentations.  

While the examination is an “open-book” format, candidates who need to look up information 
on a significant portion of the examination before answering will likely not have sufficient time 
to complete the examination. A successful candidate should: 

 Know and understand the core knowledge well enough that the majority of each 
examination question can be answered without referring to the reading material; 

 Use the reading and presentation materials to verify/confirm details; 
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 Be very familiar with the contents of the reading materials so that answers for questions on 
details can be looked up quickly. 

The “Passing Grade” 

A passing candidate needs to demonstrate adequate knowledge of material to practice in real 
life. Therefore, the examination questions cover the application of the concepts. The questions 
in the examination will resemble day-to-day questions that a group insurance actuary will need 
to provide answers for. Therefore, candidates are expected to provide a reasonably complete 
and accurate answer to most questions in order to pass the examination. 

Exam Format 

The exam consists of approximately 10 to 15 multiple choice questions representing 30% to 
40% of total points and approximately five essay questions representing 60% to 70% of total 
points.  

Multiple choice questions cover important details and simple calculations. Questions may take 
the form of “Triple True false”. These questions generally include three statements and look 
like the following: 

“Which, if any, of the following statements are true? 

- Statement I 

- Statement II 

- Statement III 

A) Statements I and II only 

B) Statements I and III only 

C) Statements II and III only 

D) Statements I, II and III 

E) The correct answer is not given by A, B, C or D.” 

Over recent years, the SOA has tended to reduce or eliminate this type of question because 
they require the candidate to have the correct answer to three sub-questions. This may be 
considered unfair within a “closed book” exam. However, it is acceptable in an “open book” 
exam where the candidate can always use his/her notes to check a detail. This type of question 
gives the exam a better chance to reasonably cover the whole Course of reading, reducing the 
risk that a candidate fails because the areas that he/she is more familiar with are under-
represented or not represented on the exam.  

The essay portion of the exam is made of three or four mandatory questions and a list of three 
questions. Candidates must choose two questions from this list. The use of optional questions 
allows us to take into account the fact that candidates have different types of backgrounds.  

“Grid” questions may be asked in either the multiple choice section or the essay portion. The 
following is an example taken from a prior exam that illustrates this format: 
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Each of the following statements articulates a requirement of the law in Quebec or 
under the Uniform Act. Please indicate, with an X in the appropriate box, the jurisdiction 
to which the statement applies: 

 

Statement Uniform 
Act 

Quebec 

The group insured has the statutory right to designate the 
beneficiary 

  

If there is no suicide provision in the policy, the insurer is 
liable to pay the group life insurance benefit in the event of 
a suicide 

  

The contract may specify that if there is a difference 
between the booklet and the group insurance contract, the 
contract prevails over the booklet 

  

An exclusion for pre-existing conditions in the first two 
years may apply to all benefits provided by a health 
insurance policy covering a group of employees 

  

 
If asked as part of the multiple choice section, the “grid” question may be given more weight 
than other multiple choice questions depending on the number of elements and the complexity 
of the question. 

We are giving examples of questions that were actually asked in recent years. Please remember 
that the study material may have changed and that, as a result, these questions may or may not 
necessarily cover material that is on the current syllabus. These questions are provided so that 
you can have an idea of the type and extent of questions and answers. Please also bear in mind 
that the model solution includes most, if not all material that could be used to answer the 
questions. We do not necessarily expect answers provided under exam conditions to be as 
complete. 
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Appendix 

 

Sample Questions 

25. (3 points)  

Your company is entering group business for the first time with a group life product. You have 
been asked to summarize the information that would be available to assist with product design 
and pricing, determining underwriting adjustments, and capital considerations for the following 
potential plan variations: 

• life benefit, either flat benefit or percentage of salary 

• no accidental death and dismemberment 

• waiver option 

• possible two year rate guarantee 

Outline the information that is available to help identify and address the issues. 

Model Solution 

Basic Life: 

 Source of group mortality information: CIA Group Life Mortality Study for 1989-1991 

– Seriatim study with results grouped by age, group size, province and industry, by lives 
and by amount 

– Expected is Canadian Basic Group Life Tables, 1968-1972 without waiver or premium 
adjustments 

 For flat benefit, can use study by lives 

 For salary benefit, can use study by amount 

Waiver:  

 Would have to adjust basic life assumptions for waiver option 

 Krieger study is available, although very outdated 

 CIA LTD Termination study does not yet study cause of termination (death) which would help 

 Consider definition of disability. Krieger and CIA LTD studies may have definitions of 
disability different from the proposed plan design 

2 Year Rate Guarantee 

 Main impact would be MCCSR to support the product 

 Basic MCCSR assumption is 0.5/1000 of net amount at risk. For two year rate guarantee, the 
factor is 1.0/1000 of net amount at risk 

 Would also be exposed to delay in adjusting to emerging trends 
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Underwriting Adjustments 

Data in the study would provide initial input in determining adjustment factors for: 

 Age 

 Group size 

 Sex 

 Industry (8 classifications) 

 Region (5 classifications) 

[Source: CIA Group Life Mortality Study, MCCSR Guidelines Section 4] 

Here is another, more difficult sample question: 

21. (5 points)  

You are the Group Actuary for ABC Life Insurance Co., a mid-size Canadian insurer. The 
Appointed Actuary of your company has asked for your assistance in the valuation of group 
policy liabilities.  

Before beginning your valuation you have reviewed the CIA Consolidated Standards of Practice 
for the Valuation of Policy Liabilities to ensure you are familiar with the standards prior to 
beginning your work. 

When valuing the Group LTD liabilities, you will need to propose cash flow assumptions. You 
have incidence and termination experience for the past five years, which you estimate is 50% 
credible. 

A) Explain the term of the liability as it applies to group extended health care insurance and 
the relative term of the liability on each of the following funding arrangements:  

 Annual prospective experience rating (Insurer holds all risk). 

 Annual refund accounting with high level stop-loss (Insurer holds part of the risk). 

 Administrative Services Only arrangements with no insurance element. 

B) In considering the assumptions to be used, describe how you would reflect the following in 
your valuation:  

 The types of adjustments or considerations that may be appropriate for Group LTD 
when using your company’s experience  

 The general considerations that may require higher margins for adverse deviations 

Give examples in both cases. 

Model Solution 

A)  

Term of liability is determined by the period of time over which the insurer is, at the valuation 
date, exposed to material risk 

• As a rule, the term of a group insurance contract is short. 

• Making due allowances for contractual notice provisions, it may extend only to 
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- the next contract anniversary 

- the end of the premium rate guarantee period 

- or even the next premium due date 

An annual prospectively experience rated policy would have to consider the notice of 
termination provision in the group contract. 

• The term of the liability at the time of valuation would be equal to the period of time for 
which coverage has been prepaid (the unearned portion of paid premium at valuation) plus 
the required notice period. 

A refund accounting policy with a high level stop-loss would need to consider 

• the net or residual liability of the insurer 

• the insurer’s legal liability to pay claims in the event that the policyholder cannot 

If an experience rating refund is established as a liability of the insurer, the term normally 
expires at the policyholder’s next opportunity to demand payment. 

ASO contracts generally do not require policy liabilities, unless the actuary believes that such a 
contract exposes the insurer to risk. 

• Thus, the term of the liability would be relatively short (or nearly zero) as long as the 
actuary believes that there is no risk exposure to the insurer. 

[Source: CSOP Sec 4.8 and 4.10] 

B) 

Expected assumptions about future experience should be based upon actual past experience. 
Most reliable experience is recent, fully credible, for same cohort of risks which the assumption 
is to be made. 

• Experience is 50% credible, need to weight with industry experience that is more credible 

• The underlying cohort of risks which generated the experience  

– differences in industry concentration, geographic concentration, elimination periods, 
benefit periods 

• Effect that anti-selection may have on future periods  

–  Are there rate guarantees or other benefit provisions present which favour the 
policyholder? 

• What was the exposure period of the industry experience compared to my company data? 

– Are there certain trends reflected in one or both, such as a period of prolonged 
recession in the economy, which may require an adjustment? 

– Seasonal variations that may be present. 

• Are there differences in underwriting and claims practices that require adjustment? 

– Managed disability programs present? 
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– Differences in NEMs? 

– Participation Requirements 

 Differences in Sales practices or Marketing plans. 

– Association business, direct sales, etc. 

– Presence of discounts in the rates 

• Differences in the assumptions and methods used in developing the industry experience. 

• Generally adjustments which are more favourable than industry experience should not be 
used in the absence of reliable insurer data. 

Higher margins for adverse deviations would be required when: 

• The Actuary projected a favourable trend. 

– For example, if the effects of implementing a managed disability program were being 
incorporated. 

• Assumptions pertain to experience that is farther in the future. 

–  For example, termination rates which are 30 years in the future 

• Lack of reliable data. 

–  For example, new disability products where there would be insufficient data. 

• Data lacks homogeneity. 

– For example, small block with diverse plan designs, industry, geographic concentrations. 

• Experience likely to be affected by cyclical influences. 

–  For example, the effect of a downturn in the economy on recovery rates or on certain 
industries incidence of claim. 

• Experience subject to large statistical fluctuations. 

–  For example, small block of business or smaller insurance company 

• Insurer slow to protect itself against changes which adversely affect it. 

– For example, not increasing LTD rates when investment yields drop. 

• Internal and external factors present at valuation date contribute to increase in uncertainty 
about future experience. 

– For example, a sudden change in marketing philosophy which may bring in totally 
different business than what is currently on the books. 

 

 


