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The relevant conditions may include legislation, accounting standards and policies, taxation, the
financial markets, family law, and court practices. The relevant legislation depends on the
engagement, and may include legislation governing securities, pensions, insurance, workers’
compensation, and employment standards.

1350 Knowledge of the circumstances affecting the work

.01

.02
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Standards of Practice

3400 Financial Reporting of Pension Costs

.01 This section 3400 applies to advice that an actuary provides with respect to financial
reporting of a pension plan’s costs and obligations in the employer’s or the pension plan’s
financial statements, where the calculations and advice are provided in accordance with an
applicable financial reporting standard.

3410 General

.01  For financial reporting purposes, the actuary should use methods and assumptions for the
value of assets and pension benefit obligations that are appropriate to the basis of financial
reporting in the employer’s or pension plan’s financial statements, as applicable, and that are
consistent with the terms of an appropriate engagement and the circumstances affecting the
work. [Effective May 1, 2019]

Circumstances affecting the work
.01.1 For the purposes of section 3400, the circumstances affecting the work would include
e The terms of the appropriate engagement under which the work is being
performed; and
e The application of the law to the work.

.02 The actuary would reflect the financial reporting standards specified by the terms of the
appropriate engagement. Where financial reporting standards require methods and
assumptions to be established by the preparers of the financial statements, the actuary
would use the methods and assumptions specified by the preparers of the financial
statements.

Plan provisions
.02.1 The actuary would determine the plan provisions with sufficient accuracy for the purposes of
the valuation. Sources of information on plan provisions include, where relevant
e Current plan documents;
e Administrative practices;
e Cost-sharing arrangements; and
e Communication between the plan sponsor or plan administrator and the
plan members or collective bargaining agent.
.02.2 The actuary would consider all benefits in accordance with the terms of the appropriate

such benefits expected to be paid under the plan.
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Standards of Practice

Anticipated amendment or deferred recognition of a pending amendment

financial reporting standard.

The effective date of the amendment is the date at which the amended benefits take effect,

three years from the effective date of the membership data.

Assumptions

specified in the relevant financial reporting standards or as otherwise selected by the
preparers of the financial statements.

Repealed

Benefit commitments

commitment to provide benefits beyond the terms of the plan to the extent stipulated by the
preparers of the financial statements.

Expenses

not they are expected to be paid from the pension plan’s assets, if any.

Extrapolations

years from the effective date of the membership data.
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3420 Reporting: External User Report

.01  An external user report should:

. Describe the sources of membership data, plan provisions, and the pension
plan’s assets, and the dates at which they were compiled;

° Describe the membership data and any limitations thereof, and any
assumptions made about missing or incomplete membership data;

° Describe the tests applied to determine the sufficiency and reliability of the

. Describe the market value of assets and a summary of the assets by major
category;

. Describe the pension plan’s provisions;

. Describe any commitment to provide benefits beyond the terms of the plan
reflected in the valuation of pension obligations;

. Describe any contingent benefits provided under the pension plan and the
extent to which such contingent benefits are included or excluded in

° Describe the method and period selected in connection with any
amortizations;

3420.01 Page 3036 Effective December 31, 2010
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° If the valuation is an extrapolation of an earlier valuation, then describe the
method and any assumptions for, and the period of, the extrapolation; and

° State whether or not the valuation and/or extrapolation conforms with the

.02 An external user report should provide the following four statements of opinion, all in the

° A statement regarding membership data, which should usually be, “In my
opinion, the membership data on which the valuation is based are sufficient
and reliable for the purpose of the valuation.”;

. A statement regarding assumptions which should usually be, “In my opinion,
the assumptions are appropriate for purposes of the valuation.”;

° A statement regarding calculations, which should usually be, “In my opinion,
the calculations have been made in accordance with my understanding of the
requirements of [name financial reporting standard]”; and

° A statement regarding conformity, which should be, “This report has been
prepared, and my opinions given, in accordance with accepted actuarial
practice in Canada.” [Effective March 31, 2015]

.03 An external user report should be sufficiently detailed to enable another actuary to assess the

reasonableness of the valuation. [Effective December 30, 2012]

Membership data

.04 Any assumptions and methods used in respect of insufficient or unreliable membership data
would be described.

.05 Reference to report on funding

3420.01 Page 3036 Effective December 31, 2010
Revised December 19, 2012; March 31, 2015; February 1, 2018; May 1, 2019
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6400 Financial Reporting of Post-Employment Costs

post-employment benefit plan’s costs and obligations in the employer’s financial statements, or
the post-employment benefit plan’s financial statements, or the financial statements of the
trust associated with the post-employment benefit plan, where the calculations and advice are
provided in accordance with an applicable financial reporting standard.

6410 General

.01

value of assets, if any, and post-employment benefit obligations that are appropriate to the
basis of financial reporting in the employer’s or post-employment benefit plan’s or trust’s
financial statements, as applicable, and that are consistent with the circumstances affecting the

.02

.03

.04

use the methods and assumptions specified by the preparers of the financial statements.

Plan provisions

the valuation. Sources of information on plan provisions include:
e Current plan documents;
e Funding or underwriting arrangements;

e Collective bargaining agreements;

e Information regarding past practices;

e Communication between the plan sponsor or plan administrator and the plan members.

Prior plan provisions may be needed to analyze claims information from periods prior to the
calculation date.

6400.01 Page 6028 Effective June 30, 2013
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provision for all such benefits expected to be paid under the plan.

Anticipated amendment or deferred recognition of a pending amendment

applicable financial reporting standard.

The effective date of the amendment is the date at which the amended benefits take effect, as

(retiree, inactive, spouse, etc.) and by type of expense (drug, hospital, payment for loss of
income, etc.).

Where appropriate, in analyzing any relevant historical claims data, the data would be adjusted

recurring influences such as changes in the benefits offered, significant changes in the
demographics of the group, changes in government programs, or unusual claims.

other data would be adjusted appropriately for the expected differences between these groups
and the group from which the data were drawn.
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claims experience in the extrapolation.

Assumptions

specified in the relevant financial reporting standards or as otherwise selected by the preparers
of the financial statements.

Repealed

experience with regards to items such as:
e Claimant age, member status, coverage category, and benefit type;

e Credibility; and

e Relevance to future periods and future benefit provisions.

In situations where there are insufficient data with respect to claim costs—for example, if the
post-employment benefit plan has only a small number of members or does not yet have any

necessary, it may be divided into short-term and longer-term components. The short-term
component would often be based on the level experienced in the recent past by the plan and
plan members. The longer-term component would be consistent with the assumption regarding
future changes in benefit programs and general economic conditions such as nominal Gross

including whether or not they are expected to be paid from the post-employment benefit plan’s
assets, if any.

6410.13 Page 6030 Effective June 30, 2013
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Benefit commitments

effect of a commitment to provide benefits not specified in the terms of the plan to the extent
stipulated by the preparers of the financial statements.

.20 The actuary would consider, as part of the claims experience, the administration costs related

other expenses related to the post-employment benefit plan.
Extrapolations

.21 The actuary may extrapolate results of an earlier valuation using appropriate extrapolation

from the effective date of the membership data.

6420 Reporting: External User Report

e Describe the sources of membership data, plan provisions, the post-employment
benefit plan’s assets, if any, and historical claims data, if any, and the dates at
which they were compiled;

e Describe the membership data and any limitations thereof, and any assumptions
made about missing or incomplete membership data;

e Describe the tests applied to determine the sufficiency and reliability of the

e Describe the assets, if any, including their market value and a summary of the
assets by major category and the method used to value the post-employment
benefit plan’s assets;

e Describe the post-employment benefit plan’s provisions, including the

6410.19.1 Page 6031 Effective June 30, 2013
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Describe any commitment to provide benefits beyond the terms of the plan
reflected in the valuation of post-employment benefit obligations;

= Describe any contingent benefits provided under the post-employment
benefit plan and the extent to which such contingent benefits are

=  Describing the method and period selected in connection with any
amortizations;

= |f the valuation is an extrapolation of an earlier valuation, describe the
method and any assumptions for, and the period of, the extrapolation;
and

= Stating whether or not the valuation and/or extrapolation conforms with

A statement regarding membership data, which should usually be, “In my
opinion, the membership data on which the valuation is based are sufficient and
reliable for the purpose of the valuation.”;

A statement regarding assumptions which should usually be, “In my opinion, the
assumptions are appropriate for purposes of the valuation.”;

A statement regarding calculations, which should usually be, “In my opinion, the
calculations have been made in accordance with my understanding of the
requirements of [name financial reporting standard]”; and

A statement regarding conformity, which should be, “This report has been
prepared, and my opinions given, in accordance with accepted actuarial practice
in Canada.” [Effective March 31, 2015]

6410.19.1 Page 6032 Effective June 30, 2013
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.03

reasonableness of the valuation. [Effective June 30, 2013]

.04

.05

Membership data

Any assumptions and methods used in respect of insufficient or unreliable membership data
would be described.

Reference to other external reports

Canada.

6420.03 Page 6033 Effective June 30, 2013
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