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Standards of Practice

1100 Introduction

1110 Application

Standards of Practice vests in the Actuarial Standards Board (Canada) and approval of standards
and changes to standards are made through a process that includes consultation with the
actuarial profession and other interested parties. They are intended for the benefit of the

conform to these Standards of Practice.

The existence of standards is not a substitute for professional judgment or consideration for the

actuarial bodies and relevant laws such as those regulating pensions and insurance. Compliance
with these Standards of Practice is also likely to be taken into account when the quality of

in such circumstances, deviation from any provision of these Standards of Practice should not,
in and of itself, be presumed to be malpractice.

1120 Definitions

Each term set over dotted underlining has the meaning given in this subsection. A term that is
not set over dotted underlining has its ordinary meaning.

any area of actuarial practice in the context of an actual or anticipated dispute resolution
proceeding, where such expert opinion is expected or required to be independent. A dispute
resolution proceeding may be a court or court-related process, a tribunal, a mediation, an
capitalized values in respect of an individual, or the provision of an expert opinion with respect
to a dispute involving an actuarial practice area, such as pensions or insurance, or questions of
professional negligence. [travail d’expertise devant les tribunaux]
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Standards of Practice

date of amounts payable or receivable at other dates as the aggregate of the present values of
each of those amounts at the specified date, and taking into account both the time value of

precepts of ethical and professional conduct such as those that may be found in the Rules of
Professional Conduct of the Canadian Institute of Actuaries or relevant law or regulation. Unless
the context otherwise requires, wherever the word “engagement” is used in these standards it

parameters of a plan in order to restore the balance between its source of financing and its
benefits. The mechanism is prescribed by a set of predetermined measures to be taken, either
immediately or later as prescribed, upon being triggered by certain demographic, economic, or
financial indicators. [mécanismes automatiques de compensation]
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is divided among policies in the same proportion as policies are considered to have contributed
to that amount. [principe de contribution)

maturity on a risk-free fixed income asset with the same cash flow characteristics. [écart de
crédit]

management and/or other staff, applied in conducting business and strategy setting across the
enterprise, designed to identify potential risks that may affect the entity, and manage the
impact of those risks to be within the entity’s risk appetite, to provide reasonable assurance
regarding the achievement of the entity’s objectives. [gestion du risque d’entreprise]

and practices through which enterprise risk management is effected. [cadre de gestion du
risque d’entreprise]
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including commitments, that are in force at that date or that were in force before that date.
[passif des contrats d’assurance]

utilisateur interne]
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of those components with each other, including the types of data, assumptions, methods,
entities, and events. [spécifications du modéle]

[passif des polices]
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e Having an interest in tangible or intangible property, for costs arising from loss of
or damage to such property (e.g., fire, fidelity, marine hull, warranty, credit, legal
expense, and title insurance); or

e For damages to others or costs arising from the actions of such persons (e.g.,
liability and surety bonds) and for costs arising from injury to such persons (e.g.,
automobile accident benefits insurance). [assurances IARD]

Provision for adverse deviations is the difference between the actual result of a calculation and

e Whose primary purpose is to provide benefits and compensation for personal
injuries;

o Whose mandate may include health and safety objectives and other objectives
ancillary to the provision of benefits and compensation for personal injuries; and

e That has no other substantive commitments.

The benefits and compensation provided under such public plans are defined by statute. In
addition, such public plans have monopoly powers, require compulsory coverage except for
those groups excepted by legislation or regulation, and have the authority to set assessment
rates or premiums. [régime public d’assurance pour préjudices corporels]

[expérience connexe)
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financed and administered:

e Coverage is of a broad segment, or all, of the population, often on a compulsory
or automatic basis;

e Benefits are provided to, or on behalf of, individuals;
e The program, including benefits and financing method, is mandated by law;
e The program is not financed through private insurance; and

e Program benefits are principally provided or delivered in the form of periodic
payments upon old age, retirement, death, disability, and/or survivorship.
[programme de sécurité sociale]
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formalities like ratification, due diligence, regulatory approval, third reading, royal assent, or
proclamation. However, a decision that still involves discretion at an executive or administrative

assessing, measuring, and evaluating risks and contingencies and usually includes

e Acquisition of knowledge of the circumstances affecting the work that the

e Obtaining sufficient and reliable data;
e Selection of assumptions and methods;

e Calculations and examination of the reasonableness of their result;

e Reporting; and

e Documentation. [travail]
1130 Interpretation

Recommendations

square brackets.
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8100 Scope

.01 Part 1000 applies to work within the scope of this part 8000.

.02 The standards in part 8000 apply to an actuary with responsibility for, or significant

.03 The standards apply only to the extent of the actuary’s responsibility and involvement.

.04 The purpose of part 8000 is to increase users’ confidence that:

e Actuarial work are carried out professionally and with due care;

e The results are relevant to users’ needs, are presented clearly and understandably, and
are complete; and

e The assumptions and methodology used are disclosed appropriately.
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8200 General

8210 Circumstances affecting the work

are in place, such as:
e risk management policies;
e risk tolerance statements;
e acapital assessment such as the Own Risk and Solvency Assessment (ORSA); and

e the entity’s assessment of its regulatory capital requirements.

the operations and risk profile of the entity.
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8220 Identification, assessment and management of risks

Identifying risks

following:
e The strategic objectives of the entity;

e The processes for collecting information and whether the staff have adequate
qualifications, training and experience to understand and identify the risks;

e  Whether the risk identification process is sufficient to identify current and emerging
risks that are reasonably foreseeable, relevant, and material including risks that

(e.g., reputational risk);
o The time frame over which the risks may emerge and may impact the entity;

e The risks that may arise from reasonably foreseeable changes in the business of the
entity (operations, markets, products) and from business conduct;

e Whether underlying risks within financial structures that have limited
transparency have been sufficiently identified (e.g. off-balance sheet
exposures, complex asset or risk transfer structures);

e  Whether the reasonably foreseeable causes of risks and their consequences
have been sufficiently identified;

e Risks arising or increasing as a consequence of risk management activities (e.g., credit
risk arising from the transfer of risk);

e The impact that an entity’s culture, governance structure and remuneration systems
may have on the ability and willingness of the management and staff to identify and
manage risks, and whether culture, governance structure or remuneration
generates, magnifies or mitigates risks; and

e Input regarding the identification of risks from management, other knowledgeable
persons within the entity, other subject matter experts and regulators.

Page 8005
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Assessing the probability and impact of the entity’s risks

factors including, but not limited to, the following:

8220.02

The qualitative assessment of risks in addition to, or instead of, assessing them
guantitatively;

Risk correlations, risk aggregations and tail risks (e.g., catastrophe and pandemic risks,
and complex outsourcing risks);

The appropriateness of the risk modelling, stress testing, reverse stress testing and

The extent to which the risk models that measure the probability and impact of risks
provide results that are consistent with information expressed by market prices, where
applicable, for the risks concerned or related risks;

The operation and effectiveness of the processes and mechanisms used to address risk
control and risk mitigation;

The appropriateness of the assumptions regarding future actions taken by management
and by external parties, taking into account prior experiences in the industry with
similar actions;

Input regarding probability and impact from management, other knowledgeable
persons within the entity, other subject matter experts and regulators; and

Consistency of risk assessments over time.
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Risk management controls, mitigation, monitoring, and reporting of the entity’s risks

.03 When implementing or maintaining risk management controls, mitigation, monitoring or

including, but not limited to, the following:

8220.03

The entity’s risk management policies and risk appetite and tolerance statements;

The relationship between the entity’s financial strength and risk profile, and the entity’s
risk management system;

Any significant inconsistency in the evaluation of the entity’s risk tolerances and risk
limits;
The extent to which the results of the risk models used to measure the economic costs

and benefits of risk mitigation are consistent with information expressed by market
prices, where applicable, for the risks concerned or related risks;

The operation and effectiveness of the processes and mechanisms used to address risk
control and risk mitigation;

The appropriateness of the assumptions regarding future actions taken by management
and by external parties, taking into account prior experiences in the industry with
similar actions;

The culture within the entity to commit to, and implement, risk mitigation actions when
needed;

The impact of reasonably foreseeable future adverse circumstances on the availability
and effectiveness of future risk mitigation practices;

The existence and effectiveness of feedback loops in the risk management process; and

How the nature and relative importance of risks may change over time.
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8230

Enterprise level risk management

Aggregate risk assessment of the entity

assessing the elements as addressed in subsection 8220, consider factors including, but not
limited to, the following:

8230.01

The financial strength, risk profile, business management, governance structure and risk
environment of the entity;

Whether the risk management processes are suitably aligned with the entity’s
objectives and strategy, regarding aggregate risk taking and regarding each major risk
category, as reflected by the risk appetite, risk tolerance and risk limits;

The interdependence of risks relating to the entity’s assets and liabilities, noting that
correlation of risks between different asset classes, products and business lines may not
be linear, and may change under stressed conditions;

Off-balance sheet exposures that may revert to the entity in times of difficulty; and

Diversification benefits that result from aggregation of risks.
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Developing, implementing, maintaining or reviewing the enterprise risk management
framework framework

addressed in paragraph 8230.01, consider factors including, but not limited to, the following:

8230.02

The engagement of the Board in assessing, setting, monitoring and reviewing the
entity’s risk appetite and risk profile, and whether the interests of its clients and other
relevant stakeholders are considered appropriately within those processes;

The adequacy of the risk management resources and capabilities within the entity for
the current and expected risk profile and risk management strategies;

The quality, extent and effectiveness of independence, challenge and monitoring
reflected in the framework;

The extent and results of recent reviews and audits of control effectiveness, and
management’s response to the findings;

The management of potential conflicts of interest;

The extent to which risk management and risk assessments are used in the decision-
making practices of the entity;

The effectiveness of risk communication channels within the entity, including risk
escalation processes, and with its regulators;

The effectiveness and timeliness of the reporting of, and response to, incidences and

third party management, business continuity management (including pandemic
response management), whistle blowing policies, fraud and privacy risk management,
model risk management and business conduct risk management;

requirements and guidelines applicable to it;
The adequacy of the entity’s Own Risk and Solvency Assessment (ORSA); and

Contingency plans to restore the entity’s financial strength and viability in severe
adverse circumstances.
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Entity is part of a group

would consider factors including, but not limited to, the following:

8230.03

The risks and benefits of belonging to a group structure, recognizing potential limits on
fungibility of capital and on transfer of assets between separate legal entities;

Reasonably foreseeable changes in the group structure which could impact the capital
and solvency of the entity and its ability to continue in business;

changes in the group structure and in the support that the entity receives from other
members of the group;

Assumptions that may be suitable for a self-standing entity may not be suitable when
the entity is part of a larger group;

Imposition of risk management controls and tolerance limits by group management;
Differences in legal and regulatory requirements between jurisdictions; and

Contagion effect of adverse circumstances in other members of the group which could
impact the entity (e.g., the entity’s capital and solvency).

Page 8010
Effective June 30, 2023


https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Actuary.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Stress_Test.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Reverse_Stress_Test.html
https://www.actuaries.org/IAA/Documents/CTTEES_ASC/ISAPs_Glossary_Terms/Scenario_Test.html

Standards of Practice

8240

Own Risk and Solvency Assessment (ORSA)

consider, in addition to the items in subsections 8220 and 8230, factors including, but not
limited to, the following:

8240.01

The time horizon considered by the ORSA,;

Whether the qualitative and quantitative risk assessments and the financial projections
used in the ORSA are appropriate for their intended purpose;

Any changes to the entity’s risk profile and risk appetite since the previous ORSA;
The various accounting bases of the entity;

Reasonably foreseeable changes in the external environment;

Allowance for new business, and for the run-off of existing and new business;
Access to new capital in times of financial stress;

Differences between the entity’s regulatory capital requirements and the entity’s own
assessment of its capital needs;

The quality and adequacy of the entity’s capital resources in relation to quality and
adequacy criteria established by the regulatory body;

The degree of severity reflected in the risk modelling, stress testing, reverse stress

The circumstances that may trigger an ORSA to be performed at a time other than
during the regular review schedule.
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