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Introduction

In May 2020, the Actuarial Standards Board (ASB) established a designated group (DG) to review the
Standards of Practice (SOP) for Post-Employment Benefit Plans (Part 6000, hereinafter “the SOP”). A
notice of intent (NOI) was issued in June 2021 with a September 17, 2021, comment deadline.

The NOI presented some considerations for changes, mostly to align with current practice and to include
some examples to provide further clarity to certain sections.

Modifications proposed to the SOP

The changes can be summarized as follows:

The title was changed from: “Post-Employment Benefit Plans” to “Non-Pension Employee Future

Benefit Plans.” The DG felt that the term “Non-Pension” allowed for a clearer distinction from Part
3000, and “Employee Future Benefit Plans” better identifies the actual benefits for which this SOP
is intended. Throughout the SOP, references to “Post-Employment Benefit Plans” were changed,

where required, to “Non-Pension Employee Future Benefit Plans.”

References to “Post-Employment Benefits Plan” and “Post-Employment Benefit Plan” in

Part 1000 were also changed to “Non-Pension Employee Future Benefit Plan.” In

subsection 1520, the terminology was not changed as any edits to the Joint Policy Statement
would need to be done jointly with the Audit and Assurance Standards Board. In the Joint Policy
Statement, the term “post-employment benefit plan” means a “non-pension employee future
benefit plan.”

On the matter of duplication, the DG has made minor modifications to remove some of the
existing duplication. However, the DG decided to maintain the duplication that exists between
subsections 6210 and 6410 (in lieu of replacing them with references to the other section of the
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SOP) since, in practice, actuaries typically refer only to the specific section of the SOP relevant to
the work being performed (6210 is generally for funding while 6410 is for financial reporting). The
DG also felt that it would be best to avoid deviating too much from other Standards of Practice
formats. As per the NOI, Paragraph 6100.04 is now a bullet under 6100.02.

e Paragraph 6100.03 was maintained as it added clarity even though the applications of the section
are listed elsewhere. However, wording in Section 6100 that was an exact duplicate of language
in another paragraph (6300.01) has been removed.

e In some instances, it was felt that further references to assumptions and/or actuarial methods
were needed, such as in Paragraphs 6100.05, 6200.09, 6230.01, 6230.12, 6230.13, 6320.02 and
6420.01.

e The term “claims” was changed to “benefit utilization” as this more broadly represents the range
of benefit types that this SOP is intended to cover, including benefits related to leaves of
absence, disability and termination.

e The word “material” was removed in paragraph 6420.01 (last bullet) as it was felt to be
superfluous, and was changed to “relevant” for paragraphs 6230.01 and 6320.16.

e Some references to ensuring data privacy and confidentiality were added (6210.22 and 6320.02,
6410.10).

e Additional clarification was provided to the “Data” paragraphs of subsection 6210 to clarify
standards in the analysis of historical data and when data has low or limited credibility.

e “Post wind-up contingencies” and a “Subsequent events” sections were added under 6320.
These sections are very similar to the equivalent Part 3000 sections and were missing from Part
6000.

e A modification was made to resolve the inconsistency between Paragraphs .13 and .21 (now .22)
of subsection 6410. The maximum years of extrapolation was set to three.

e A modification was made that acknowledges that two or more signing actuaries with
complementary qualifications in the non-pension and/or pension practice areas may collaborate
on work applicable to Part 6000, with clarification provided on the responsibilities of signing
actuaries in this situation (6230.20, 6320.29 and 6420.06).

e Minor editing changes were made (capitalization, use of commas, etc.).

Educational guidance

The DG is of the opinion that it may be valuable to increase the level of specificity relating to the use of
certain actuarial methods and assumptions that are noted throughout Part 6000. The DG has observed
that there are key assumptions and methods used in the valuation of non-pension employee future
benefit plans for which there exists no governing guidance, unlike pension plans, for which there is
significant legislation. Below are a few examples:

e the use of aging assumptions in the valuation of health care benefits

e considerations on adjusting for unusual claiming patterns (e.g., change in carrier, effects of a
pandemic, etc.)

e considerations for assessing the credibility of claims and benefit utilization data

The DG understands that there is a fairly wide range of practice for this work, which could lead to
valuation results varying from one practitioner to another. Although some range of practice may be



inherent in these types of valuations, the DG recommends that there be a review to determine existing
guidance specific to this work and to develop new guidance (including educational notes and practice
resource documents) as required. The DG will liaise with the Actuarial Guidance Council and the Practice
Development Council to facilitate this review.

Comments on NOI responses

A total of four responses were received from CIA members and organizations. Some of the comments
received were addressed in the descriptions of the modifications proposed in the above section. With
respect to other answers to the questions posed:

Comment from NOI Response from DG

Content should be included for self-insured Additional descriptions of assumptions
long-term disability or similar plans if relating to these types of valuations have
necessary. been added. In general, the DG is of the

opinion that the existing wording sufficiently
addresses these plans.

The standard should address reporting for The DG is of the opinion that this comment
non-Canadian entities under IFRS. would be more appropriately addressed in
conjunction with a review of subsection 1160.

The requirements related to employee life and | This was considered in the review and the DG

health trusts (ELHTs) should be reviewed to is of the opinion that the existing wording is

see if additional guidance is needed. sufficient and no additional references or
guidance specific to ELHTs is needed in Part
6000.

Members of the DG

The members of the DG are Renée Couture (Chair), Michéle Boivin, Karen Dixon, Donald Luciak,
Karen Novak, Kristina Percy and Kwame Smart.

Timeline

The DG hopes to publish final standards after considering the comments and feedback received on the
exposure draft.

Desired feedback

The DG is soliciting feedback on this exposure draft from members of the CIA and any other interested
groups.

Feedback is welcomed on the proposed changes described above, in particular, as to the modification
made to resolve the inconsistency between Paragraphs .13 and .21 (now .22) of subsection 6410. While
the DG believes that a maximum extrapolation period of three years for membership data and valuation
results is more aligned with currently accepted actuarial practice (compared to a maximum extrapolation
period of four years), the DG is interested in obtaining the views of CIA members and other interested
parties on this matter.



In addition, the DG is interested in feedback on any other changes that respondents believe would be
desirable, including areas where educational guidance might be helpful.

Parties wishing to comment on this exposure draft should direct those comments to Renée Couture by
September 12, 2023. A copy should also be sent to Chris Fievoli.

It is the responsibility of the ASB to make final decisions regarding revisions to the Non-Pension
Employee Future Benefit Plans standards. It expects to make final decisions regarding the revised SOP
as soon as consultations in accordance with due process have been completed.

Due process was followed in the development of this exposure draft.

EG, RC

The Canadian Institute of Actuaries (CIA) is the qualifying and governing body of the actuarial profession in
Canada. We develop and uphold rigorous standards, share our risk management expertise, and advance actuarial
science to improve lives in Canada and around the world. Our more than 6,000 members apply their knowledge of
math, statistics, data analytics, and business in providing services and advice of the highest quality to help
Canadian people and organizations face the future with confidence.
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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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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]

1120.17 Page 1006 Effective February 1, 2018
Revised March 20, 2019; January 1, 2023; Month XX, 202X




.30

31

32

33

34

.35

.36

37

.38

.39

40

Standards of Practice

including commitments, that are in force at that date or that were in force before that date.
[passif des contrats d’assurance]
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of those components with each other, including the types of data, assumptions, methods,
entities, and events. [spécifications du modéle]

insured event occurs!. [titulaire de police]
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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]
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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]

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
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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.

Explanatory text

consists of definitions, explanations, examples, and useful practices.

Effective date of recommendations

implementation is permitted and may provide additional direction regarding the application of
new standards.

General standards and practice-specific standards

These standards consist of general standards and practice-specific standards. With the
exception noted below, the general standards apply to all areas of actuarial practice. In

Usually, the intent of the practice-specific standards is to narrow the range of practice considered

acceptable under the general standards.
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that may affect the other person’s work, and vice versa; and

e Study of any report by the other person and discussion of it with the other
person, especially of any reservation in the report.

The Canadian Institute of Actuaries encourages its members to use the work of an auditor in
accordance with the Joint Policy Statement included in subsection 1520 of these standards of

that work. To do so may imply a reservation.

Use but not take responsibility

.01

accordance with the following Joint Policy Statement. [Effective February 1, 2018]

.02

In this subsection 1520, the term “post-employment benefit plans” means a non-pension

employee future benefit plan.
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Joint Policy Statement
concerning communications between actuaries

involved in the preparation of financial statements and auditors

This Joint Policy Statement, effective for communications between the auditor and the actuary
initiated on or after March 31, 2023, has been approved by the Canadian Actuarial Standards
Board and by the Auditing and Assurance Standards Board. Early application is permitted.

Purpose and application

1. The purpose of the Joint Policy Statement (“Statement”) is to facilitate effective
communication between an auditor and an actuary as the two professionals conduct
their respective engagement relating to the entity’s financial statements. This
Statement sets out the process for:

a) communications between an actuary involved in the preparation of
financial statements, and an auditor, regarding their respective
responsibilities;

b)  how the actuary and auditor would interact in carrying out their respective
responsibilities; and

c¢) how their respective responsibilities may be disclosed to readers of
financial statements.

2. This Statement applies when:

a) anauditor is engaged to carry out an audit of financial statements in accordance
with generally accepted auditing standards where the financial statements
prepared by management include amounts determined by or with the assistance
of an actuary; or

b)  anactuary uses the work of an auditor in connection with conducting the actuarial
valuation to determine amounts to be included in the financial statements
prepared by management.

3. The financial statements of a pension plan or post-employment benefits plan and of the
sponsor of such plans, and the financial statements of an insurance enterprise are
examples of when this Statement applies.

1520 Page 1043 Effective February 1, 2018
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4, This Statement is not intended to address:

a) an actuary’s request for the auditor to perform work that is not part of the audit of
the financial statements; or

b) an auditor’s request for the actuary to perform work that is not part of the
actuarial valuation to determine amounts to be included in the financial
statements.

For such requests, the professionals may consider recommending to management that
another type of engagement be undertaken. For example, an auditor may consider
recommending that an engagement under Canadian Standard on Related Services
(CSRS) 4400, Agreed-Upon Procedures Engagements, be undertaken.

5. This Statement does not apply to communications between:
a) an auditor and the auditor’s actuary; or
b) an actuary and the external review actuary.

6. This Statement does not supplant the respective professional’s responsibilities under
the applicable professional standards.

Definitions
7. For the purposes of this Statement:

a)  “Actuary involved in the preparation of financial statements” means an
actuary, either an employee of the company or an external consultant, who
determines and reports on amounts to be included in the financial
statements prepared by management;

b) “Applicable professional standards” means:

i) when the responding professional is an actuary, the Standards of
Practice and the Rules of Professional Conduct of the Canadian
Institute of Actuaries; and

i) when the responding professional is the auditor, the Canadian
Standards on Quality Management and the Canadian Auditing
Standards (CASs) in the CPA Canada Handbook — Assurance and
the relevant independence and other ethical requirements set out
in the rules of professional conduct / code of ethics applicable to
the practice of public accounting issued by various professional
accounting bodies.

c) “Auditor” means a person or persons conducting the audit, usually the
engagement partner or other members of the engagement team, or, as
applicable, the firm;

d) “Auditor’s actuary” means an actuary with the necessary skills,
knowledge and experience used by the auditor to assist the auditor in
obtaining sufficient appropriate audit evidence;
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e) “Data” includes particulars of:

i) invested assets of a pension plan or post-employment benefits plan
or an insurance enterprise;

ii)  membership of a pension plan or post-employment benefits plan;
iii)  policies of and claims against an insurance enterprise; and
iv)  reinsurance of an insurance enterprise;

f) “External review actuary” means an actuary who reviews the work of
another actuary at the request of a regulator and provides an opinion to
the regulator as to whether the work meets applicable professional
standards and accepted actuarial practice;

g) “Financial statements” means a structured representation of historical
financial information, including disclosures, intended to communicate an
entity's economic resources or obligations at a point in time, or the
changes therein for a period of time, in accordance with a financial
reporting framework. The term "financial statements" ordinarily refers to
a complete set of financial statements as determined by the
requirements of the applicable financial reporting framework but can
also refer to a single financial statement. Disclosures comprise
explanatory or descriptive information, set out as required, expressly
permitted or otherwise allowed by the applicable financial reporting
framework, on the face of a financial statement, or in the notes, or
incorporated therein by cross-reference.

h) “Inquiring professional” means the actuary or the auditor, as the case
may be, who is using the work of the other;

i) “Insurance enterprise” includes the following enterprises, including
companies, branches, fraternal benefit societies and other forms of
organizations:

i) life insurance enterprises;

ii)  property and casualty insurance enterprises;
iii)  reinsurance enterprises; and

iv)  workers’ compensation enterprises.

i) “Management” refers to the person(s) with executive responsibility for
the conduct of the entity’s operations;
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k)

“Responding professional” means the actuary or the auditor, as the case
may be, whose work is being used by the other; and

“Underlying engagement” refers to the engagement for which the auditor or the
actuary is appointed by law or engaged by the shareholders, policyholders,
directors, or management to perform. This means:

(i)  the financial statement audit engagement for the auditor; and

(ii) the engagement to determine, or assist management in
determining, actuarial amounts in the financial statements for the
actuary.

Responsibilities with respect to financial statements

8.

1520

The financial statements are the responsibility of management. The representations
contained in the financial statements may include amounts determined by an actuary.
The auditor is responsible for expressing an audit opinion on whether the financial
statements are prepared, in all material respects, in accordance with the applicable
financial reporting framework.

The actuary or the auditor may choose to use the work of the other professional. The
process of using the work of the other professional starts with the inquiring professional
initiating a discussion with the responding professional. This discussion facilitates the
ability of the inquiring professional to use the responding professional’s work. For
example:

a)

b)

In determining relevant financial statement amounts, the actuary is responsible
for assessing the relevance, sufficiency and reliability of the data used in the
valuation. The actuary may discuss with the auditor the nature, timing and extent
of the auditor’s procedures relating to data integrity to facilitate the actuary’s use
of the auditor’s work for assessing the relevance, sufficiency and reliability of the
data. In such cases, the actuary involved in the preparation of the financial
statements acts as the inquiring professional and the auditor acts as the
responding professional.

When the financial statements include amounts determined by an actuary, the
auditor may discuss with the actuary the assumptions, methods and data used to
determine the actuarial amounts to facilitate the auditor’s use of the actuary’s
work as part of the audit evidence supporting the actuarial valuation. In such
cases, the auditor acts as the inquiring professional and the actuary involved in
the preparation of the financial statements acts as the responding professional.

Page 1046 Effective February 1, 2018
Revised March 31, 2023



Standards of Practice

Using the responding professional’s work

10. The inquiring professional may use the work of the responding professional provided
that the inquiring professional takes reasonable care to determine that there is a basis
for such use. This is done by communicating with the responding professional in
accordance with this Statement.

11. Use of a responding professional’s opinion or their work does not constitute reliance.
The Standards of Practice of the Canadian Institute of Actuaries are premised on the
actuary being responsible for their work, and that responsibility is not diminished by
using the work of others. Similarly, the CASs are premised on the auditor having sole
responsibility for the audit opinion expressed on the financial statements, and that
responsibility is not reduced by the auditor’s use of the work of others.

Communication between the two professionals

12. Communication would be established between the auditor and the actuary involved in
the preparation of the financial statements when planning their respective
engagements, and further communication would take place as necessary throughout
the engagement.

13. On a timely basis, each professional seeks from management the right to:
a) communicate with the other professional; and

b) when necessary, disclose any relevant information to the other
professional.

14. The inquiring professional would:

a) inform the responding professional of the intended use of their work in
accordance with this Statement, including, if applicable, the intended use
of the responding professional’s work or name in communications with
third parties to avoid potential inappropriate use of the responding
professional’s work or name;

b) request confirmation from the responding professional that they have
been appointed by law or engaged by the shareholders, policyholders,
directors, or management to perform the underlying engagement;

c) request confirmation from the responding professional that they are a
professional in good standing;

d) request confirmation from the responding professional that they would
carry out the underlying engagement required in accordance with the
applicable professional standards; and
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e) make the responding professional aware of the inquiring professional’s
needs. This would include a discussion of:

i) the applicable financial reporting framework and accounting policy
choices and the actuarial valuation choices to provide the
respective professional with a basis to evaluate potential impacts, if
any, arising from differences between the applicable financial
reporting framework and accounting policy choices and the
actuarial valuation choices;

ii)  the application of materiality to determine whether the responding
professional is using a materiality level that is appropriate for the
inquiring professional's purposes;

iii) subsequent events, to determine that the responding professional
understands how they are to be treated and that the responding
professional would consider the effect of matters that come to their
attention up to the date of their report;

iv)  the timing of the work to be carried out by the responding
professional and the date of their report; and

v)  any questions relating to the responding professional’s work.

15. The responding professional would provide a written response to the inquiring
professional that would:

a) confirm the expectation that they are available to perform the work that
the inquiring professional intends to use;

b) confirm that they have been appointed by law or engaged by the
shareholders, policyholders, directors, or management to perform the
underlying engagement;

c) confirm that they are a professional in good standing;

d) confirm that they are qualified to perform the work that the inquiring
professional intends to use (including having the certifications or
designations, if any, required for particular areas of practice);

e) confirm that the underlying engagement would be carried out in
accordance with the applicable professional standards;

f) confirm awareness of the inquiring professional’s intended use of their
work, including, if applicable, the awareness of the inquiring
professional’s intended use of the responding professional’s work or
name in communications with third parties; and

g) discuss any problems expected in meeting the needs of the inquiring
professional on a timely basis.
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The responding professional’s qualifications, competence and integrity

16.

17.

In the case of an auditor, prima facie evidence of professional qualification is
membership in good standing in a professional accounting body. In the case of an
actuary, prima facie evidence of professional qualification is fellowship in good standing
in the Canadian Institute of Actuaries.

When the responding professional is not well known to the inquiring professional, the
inquiring professional may obtain information regarding the responding professional’s
reputation for competence and integrity by consulting with others who are familiar with
the responding professional’s work.

The responding professional’s findings

18.

19.

20.

1520

The responding professional’s written response to the inquiring professional after
completion of the work would:

a) identify the responding professional’s relationship to the entity to which
the financial statements or data pertain;

b) identify the financial statements or data to which the work relates;

c) describe the work in the context of the underlying engagement;

d) describe the inquiring professional’s request and include or refer to the

work performed as agreed with the inquiring professional;

e) for auditors, state that the work provided to the actuary does not
constitute an assurance engagement and accordingly, the auditor does
not express an opinion or an assurance conclusion specifically on the data
to which the work relates;

f) inform the inquiring professional not to quote or refer to the work in
communications or provide the work, in whole or in part, to parties other
than the ones the inquiring professional previously identified to the
responding professional without the responding professional’s prior
written consent; and

g) when appropriate, include a copy of the report on the underlying
engagement.

The Appendix provides examples of the responding professional’s written response to
the inquiring professional.

When the inquiring professional has a question about an aspect of the responding
professional’s work, the question would be raised with the responding professional who
would provide a reasonable explanation about that aspect of their work. This does not,
however, restrict the inquiring professional from obtaining information or explanation
that may be required in the performance of their duties in accordance with the
applicable professional standards.
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Disclosure of respective responsibilities to the readers of financial statements

21. When required by law or regulation, a description of the respective responsibilities of
the auditor and of the actuary involved in the preparation of the financial statements
would accompany the financial statements.
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Appendix
lllustration 1: Example of an auditor’s written response to the actuary

The following is an example of an auditor’s written response to the actuary after the auditor
has completed the work requested by the actuary. This example is intended only to be a guide
and will need to be adapted according to the circumstances.

[Actuary or another appropriate addressee]
[Date]

We are responding to your request to use our work in accordance with the Joint Policy
Statement Concerning Communications between Actuaries Involved in the Preparation of
Financial Statements and Auditors (“Joint Policy Statement”).

We are engaged to audit the financial statements of XYZ Company Limited for the year ended
December 31, 20X1. The work we provide to you relates to [describe the data to which the
work relates such as the auditor’s procedures on the data integrity of the accounting system].
[Describe the work in the context of the underlying engagement such as we performed this
work as part of our audit of the financial statements.]

As requested by you under the Joint Policy Statement, we are providing you with [brief
description of the actuary’s request]:

[Include or refer to the work performed as agreed with the actuary.]

This work does not constitute an assurance engagement and accordingly, we do not express an
audit opinion or an assurance conclusion specifically on [the data to which the work relates].

Please do not quote or refer to our work in communications or provide our work, in whole or in
part, to parties other than the ones you have identified to us without our prior written consent.

[When appropriate, include a copy of the auditor’s report.]
Yours truly,

[Auditor's signature]
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lllustration 2: Example of an actuary’s written response to the auditor

The following is an example of an actuary’s written response to the auditor after the actuary
has completed the work requested by the auditor. This example is intended only to be a guide
and will need to be adapted according to the circumstances.

[Auditor or another appropriate addressee]
[Date]

We are responding to your request to use our work in accordance with the Joint Policy
Statement Concerning Communications between Actuaries Involved in the Preparation of
Financial Statements and Auditors (“Joint Policy Statement”).

We are engaged to [describe relationship with the entity such as to provide actuarial opinions
on the (policyholder) liabilities in the financial statements of XYZ Company Limited for the year
ended December 31, 20X1.] The work we provide to you relates to [describe the financial
statement or data to which the work relates such as an actuarial opinion on whether the
liabilities of $123 billion in the Statement of Financial Position are calculated in accordance with
accepted actuarial practice]. [Describe the work in the context of the underlying engagement
such as this work is one of several actuarial opinions we are providing on the (policyholder)
liabilities.]

As requested by you under the Joint Policy Statement, we are providing you with [brief
description of the auditor’s request]:

[Include or refer to the work performed as agreed with the auditor.]

Please do not quote or refer to our work in communications or provide our work, in whole or in
part, to parties other than the ones you have identified to us without our prior written consent.

[When appropriate, include a copy of the actuary’s report.]
Yours truly,

[Actuary's signature]
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6100 Scope

.01 Part 1000 applies to work within the scope of this Part 6000.

.02 The standards in pPart 6000 apply as follows:

e Section 6200 applies to advice that an actuary provides regarding the funding,

empleymentnon-pension employee future benefit plan, except where such advice
relates to items covered by sSection 6300 or sSection 6400.;

wind-up, in full or in part, of a non-pension employee futurepest-empleyment
benefit plan.; and

reporting of a non-pension employee futurepest-employment benefit plan’s costs
and obligations in the employer’s financial statements, or the non-pension
employee futurepest-empleyment benefit plan’s financial statements; or the
financial statements of a trust associated with the non-pension employee
futurepest-employment benefit plan, where the calculations and advice are
provided in accordance with an applicable financial reporting standard.

For the purposes of determining whether sSection 6300 applies, the wind-up of a non-pension
employee futurepest-empleyment benefit plan would involve the termination of future

benefits for some or all plan members, the termination of some or all plan benefits and the
distribution of some or all of the plan’s assets, if any.
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non-pension employee futurepest-employment benefit plan that provides benefits other than

pension benefits to the plan’s members and their covered spouses and dependants, whether

include any arrangement that provides:

Long-term employee benefits (and compensated absences), generally
commencing or continuing to be payable more than 12 months after the initial
incident that caused the benefit to be paid, including long-service leave or

sabbatical leave;; jubilee or other long-service benefits;; long-term disability
benefits;; and profit sharing, bonuses, and other deferred compensation such as
retiring allowances that are to be paid far enough into the future to be

Short-term employee benefits (and compensated absences) that accumulate or
vest, such as accumulated sick days or vacation days that can be saved in one
period and drawn or paid out in another period.;

Benefits to which plan members become entitled when they are no longer
actively at work, such as post-employment life insurance or post-employment

health care.; and/for

Termination benefits payable to an employee as a result of termination of
employment, if some or all of the benefits are payable on or after the date of
termination of employment.

The self-insured element of a public personal injury compensation plan that
covers the employees of that employer, for example, self-insured workers’
compensation plans.
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to any arrangement that is:

Aa plan within the scope of gPart 3000 Pension Plans, sSection 2800 Public
Personal Injury Compensation Plans, or gPart 7000 Social Security Programs;

Aa short-term employee benefit plan such as wages, salaries, and social security
bonuses (if payable within 12 months of the end of the period to which they
relate) and non-monetary benefits (such as medical care, housing, cars, and free
or subsidized goods or services) for current employees that do not accumulate or
vest;

Aa pest-empleymentnon-pension employee future benefit plan where there is
an insurance contract in place that transfers the responsibility for all future

whese-benefits payments from the plan sponsor to an insurer-areal-guaranteed

Pprojected cash flows of the plan with or without future new entrants;

Bdetermination of the actuarial present value of the projected or accrued
benefits of the plan with or without future new entrants;

Bdetermination of amounts for financial reporting of a plan’s cost; er

e Ddetermination of the obligations for reporting in the employer’s financial

statements, e~the plan’s financial statements, or the financial statements of a
trust associated with the plan; or

selection of assumptions related to the actuarial present value calculations.

6100.04 Page 6006 Effective June 30, 2013
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6200 Advice on the Funding, Funded Status, Financial Condition; or
Financial Position of a Rest-EmpleymentNon-Pension Employee Future
Benefit Plan

pension employee future benefit plan, except where such advice is with respect to:

e TFthe wind-up, in full or in part, of a pest-employmentnon-pension employee
future benefit plan; or

e Fthe financial reporting of a pest-empleymentnon-pension employee future
benefit plan’s costs and obligations in the employer’s financial statements, or the
post-employmentnon-pension employee future benefit plan’s financial
statements, or the financial statements of a trust associated with the pest-
empleyentnon-pension employee future benefit plan, where the calculations
and advice are provided in accordance with an applicable financial reporting
standard.

6210 General

.01

.02

.03

.04

.05

amendment to the pest-empleymentnon-pension employee future benefit plan that inereases
changes the value of its benefits. [Effective unre-30;-2043Month XX, 202X]

plan should take account of all relevant data, including historical elaims-benefit utilization
experience. [Effective Junre-30;-2043Month XX, 202X]
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.06 The actuary should select assumptions that are consistent with the circumstances affecting the

.07 The actuary should determine the next calculation date and the actuary’s advice should cover

30, 2013]

Circumstances affecting the work

.08 For the purposes of sSection 6200, the circumstances affecting the work would include:

employee future benefit plan or a combination thereof;

e Tthe calculation of the actuarial present value of future benefits payable from a
post-employmentnon-pension employee future benefit plan;

e TFthe calculation of the expected future cash flows from a pest-employmentnon-
pension employee future benefit plan; or

e Oother financial information with respect to the pest-empleymentnon-pension
employee future benefit plan that is actuarial in nature, such as the sensitivity of

the results presented to changes in actuarial assumptions and methods, and any
impact of changes under consideration.

.10 The terms of an appropriate engagement may specify the use of a particular actuarial cost

.11 The terms of an appropriate engagement may specify that the actuary’s advice may be related

to the entire plan, erte-a portion of the plan; or te-a selected group of members only.
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Actuarial cost methods

e Bbenefit allocation methods, which allocate a portion of the actuarial present
value of projected benefits to a time period, including the accrued benefit

= Tthe actuarial present value of projected benefits at the calculation date;

= Tthe actuarial present value, at the calculation date, of benefits expected

to be paid during the forecast period.
Asset valuation methods

If the plan has assets, the use of an asset valuation method that produces an asset value
different from market value may be appropriate depending on the circumstances affecting the

The value of assets may be, subject to specific requirements for different types of valuation,
any of:

e Ttheir market value;
e Ttheir market value adjusted to moderate volatility in investment returns;

e Ttheir value assuming a constant rate of return to maturity in the case of illiquid
assets with fixed redemption values.

6210.12 Page 6009 Effective June 30, 2013
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Plan provisions

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

e Ccollective bargaining agreements;

e linformation regarding past practices;

members.

Prior plan provisions may be needed to analyze elaims-benefit utilization information from

are to be payable under the pest-employmentnon-pension employee future benefit plan and
would include provision for all such benefits expected to be paid under the plan.

Anticipated amendment or deferred recognition of a pending amendment

or virtually definitive,and-theamendmentinereases-theplan‘sbenefits. For example, the plan

sponsor may have a regular pattern of increasing the dental fee guide schedules that the pest-

o lif the effective date of the amendment is after the period for which the report

amendment.

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

6210.15 Page 6010 Effective June 30, 2013
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If an actuary is aware of an expected amendment to the pest-empleymentnon-pension

split by plan, by age, by location, by status (retiree, inactive, spouse, etc.) and by type of
expense (drug, hospital, payment for loss of income, etc.) with consideration of data
privacy/confidentiality and availability of information.

Where appropriate, i=-when analyzing any relevant historical elaims-benefits utilization

adjust past experience results to reflect non-recurring influences that the actuary
considers to be significant, such as changes in the benefits offered, changes to stop-loss
pooling arrangements, significant-changes in the demographics of the group, changes in
government programs, er-unusual claims_ or catastrophic events such as a pandemic.

benefits utilization and related expenses benefitcest-for former members or current
retirees is not fully credible or does not reasonably represent the likely benefits
utilization and related expenses for plan members in the future-cestforsimiarfuture

adjusted appropriately for the expected differences between these greups-plan
members in the future and the group from which the data were drawn.

6210.20 Page 6011 Effective June 30, 2013
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consider available benefits utilizationelaims experience with regards to items such as:

o Claimantclaim locationage, member status, coverage category, benefit usage by age
and benefit type;

e Rrelevance to future periods and future benefit provisions; and

e provisions of the benefit plan, for example, stop-loss pooling limits and lifetime benefit
maximumes.

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 Ggross

In situations where there is not sufficient data with respect to claim costs or benefit utilization —
for example, if the pest-empleymentnon-pension employee future benefit plan has only a small

develop the applicable assumptions based on claims cost or benefit utilization experience with
of other similar plans.

6210.25 Page 6012 Effective June 30, 2013
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Discount rate

take account of expenses, including whether or not they are expected to be paid from the pest-
empleymentnon-pension employee future benefit plan’s assets, if any.

consider other expenses related to the pest-empleymentnon-pension employee future benefit
plan_consistent with the circumstances affecting the work.

Next calculation date

.01

appropriate engagement. [Effective February-1,2048Month XX, 202X]

6210.30 Page 6013 Effective June 30, 2013
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e Aadvice regarding the amount of assets to be earmarked, whether or not
segregated, to cover pest-employmentnon-pension employee future benefit
commitments;

e Aadvice regarding a systematic method of accumulating funds to provide the
post-employmentnon-pension employee future benefit commitments; or

e Aadvice on the funding implications of a plan amendment.

e Ttake into account the expected investment return on the assets;-any; of the
non-pension employee future benefit plan based on the target asset mix
specified in the investment policy of the non-pension employee future post-

changes in the target asset mix investmentpeoliey-after that date; or
e Rreflect the yields on fixed income investments, considering the timing of
expected future benefit payments of the pest-empleymentnon-pension

additional returns achieved, net of investment expenses, from an active investment
management strategy compared to a passive investment management strategy, except to the

additional returns will be consistently and reliably earned over the long term.

6220.02 Page 6014 Effective June 30, 2013
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6230 Reporting: External User Report

applicable;

e Ddescribe the sources of membership data, plan provisions, the pest-
employmentnon-pension employee future benefit plan’s assets, if any, and
historical elaims-databenefit utilization, if any, and the dates at which they were
compiled;

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

e Ddescribe the tests applied to determine the sufficiency and reliability of the
membership data, benefit utilization data (if applicable) and plan asset data for

e describe the assumptions and methods used and the basis for selection;

e Ddescribe the assets, if any, including their market value and a summary of the
assets by major category;

e Ddescribe the pest-employmentnon-pension employee future benefit plan’s

valuation of using a discount rate 1.0% lower than that used for the valuation or
any other assumption with a significant impact on the results, for example, future
claims trend rate, retirement and inflation assumptions producing results that are
more adverse than those under the valuation;

e include a statement if there is no provision for adverse deviations, or disclose any
provision for adverse deviations that has been included; and

e—report the results of the valuation.;and

6230.01 Page 6015 Effective June 30, 2013
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asuylts of tha valugtiong ng an mead futy - ] o 1.0% hiche

than-thatused-forthevaluatien: [Effective February3,2048Month XX, 202X]
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e Ddescribe the rationale for any assumed-additional investment returns; (net of
investment management expenses) that is assumed to arise; from an active

investment management strategy;and is -included in the discount rate
assumption;

e lif contributions are fixed by the terms of the pest-employmentnon-pension
employee future benefit plan or other governing documents (e.g., a collective
agreement), then either:

= Rreport that the contributions are adequate to fund the post-

employmentnon-pension employee future benefit plan in accordance
with its terms,; or

empleymentnon-pension employee future benefit plan in accordance
with its terms; and

o Bdescribe the contributions required to fund the pest-

empleymentnon-pension employee future benefit plan
adequately in accordance with its terms,;

o Bdescribe one or more possible ways in which benefits may be

the pest-empleymentnon-pension employee future benefit plan
in accordance with its terms,; or

accordance with its terms. [Effective Jure-36,2043Month XX
202X]

6230.02 Page 6017 Effective June 30, 2013
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e 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.”;

e Astatement as to assumptions, which should usually be, “In my opinion, the
assumptions are appropriate for the purpose(s) of the valuation(s).”;

e A statement as to methods, which should usually be, “In my opinion, the
methods employed in the valuation are appropriate for the purpose(s) of the
valuation(s).”and

e A statement as to conformity, which should be, “This report has been prepared,
and my opinions given, in accordance with accepted actuarial practice in
Canada.” [Effective Jure-30,-2043Month XX, 202X]

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

Significant terms of appropriate engagement

e Tthe use of a specified actuarial cost method;

e Tthe use of a specified asset valuation method, where applicable;

e Tthe inclusion/exclusion of benefits for purposes of a valuation;

e Tthe extent of margins for adverse deviations, if any, to be included in selecting

e Fthe funding policy, which may include pay-as-you-go funding.

.06 The actuary would describe any assumptions and methods used in respect of insufficient or

.07 The actuary may describe limitations on the tests conducted in the review of the data whieh

6230.03 Page 6018 Effective June 30, 2013
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Methods

-07.08 _ For each valuation included in the external user report for which there was a prior valuation,

-08.09  For each valuation included in the external user report for which there was a prior valuation,
the description of the method to value the assets, if any, would include a description of any
change to the asset valuation method used in the prior valuation and the rationale for such

change.

Types of valuations

the description of assumptions would include a description of any changes to the assumptions
used in the prior valuation, or a comment to the effect that the assumptions are unchanged
since the prior valuation.

6230.08 Page 6019 Effective June 30, 2013
Revised March 31, 2015; February 1, 2018; Month XX, 202X




Exposure Draft Month 2023

=21.12  For each valuation included in the external user report, the description of the assumptions

o The development of the assumed elaim-costsbenefit utilization rates including a

description of the underlying benefit utilization experience used to develop
these rates. For example,:

= credibility applied to the actual benefit utilization experience in the
development of the assumed benefit utilization rates;

= adjustments that were applied when using premiums in lieu of actual
historical claims experience or to assess unusual benefit utilization

patterns;

= reflection of stop-loss insurance arrangements, etc.; and

= claims cost development for continuation of benefits while disabled
versus retiree claims costs.

e The development of assumptions for event-driven non-pension employee future
benefits, for example incurred but not reported liability.

o—The development of the health and dental trend rate assumptions and theFhe

e The extent to which the claims experience information has influenced the

4

selection of the assumed future cost trend rates.

Relevant results of the valuation

2.13  The results of the valuation will depend on the purpose(s) of the valuation, aréd-the

the valuation may include such information as:

e the funded status and contribution levels;

e Tthe present value of projected benefits;

e TFthe present value of projected benefits allocated to periods up to the

6230.12 Page 6020 Effective June 30, 2013
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Reporting gains and losses

amendment and the resultant change in assumptions.
Sensitivity analysis

methods as used in the underlying valuation.

Reference to other reports

Statements of opinion

=6.17 Where different statements of opinion apply in respect of different purposes of the valuation,

the above requirements may be modified but would be followed to the extent practicable.

—+7.18 While a separate statement regarding assumptions would usually be included in respect of each

.19

purpose of the valuation, the statements regarding assumptions may be combined where the

indicate clearly which statement regarding assumptions applies to each of the valuation’s
purposes.

Similarly, Wwhile a separate statement regarding methods would usually be included in respect

.20

of each purpose of the valuation, the statements regarding methods may be combined where

indicate clearly which statement regarding methods applies to each of the valuation’s purposes.

The various elements of a non-pension employee future benefit measurement require

expertise in non-pension benefit utilization and long-term projections. In recognition of the
complexities involved, two or more actuaries with complementary gualifications in the non-
pension and pension practice areas may collaborate on a work project, with the specific areas
of expertise of each actuary noted in the external user report. While each actuary may
concentrate on their area of expertise as part of the work, the actuary (or actuaries) issuing the
statements of actuarial opinion would act in accordance with subsection 1510 (Actuary’s use of
another person’s work).

6230.14 Page 6021 Effective June 30, 2013
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6300 Full or Partial Wind-uUp Valuation

termination of future benefits for some or all members, the termination of some or all plan
benefits, and the distribution of some or all of the plan’s assets, if any), in full or in part, of a

wind-ups include the calculation of benefit plan costs or entitlements:
e Wwhen a benefit trust is being replaced with an insured arrangement;

e MWwhere assets from a company’s liquidation may be provided as cash in lieu of non-
pension employee future benefit plans upon insolvency or upon the wind-up of a pest-
empleymentnon-pension employee future benefit plan trust; and

e Wwhere the plan sponsor offers cash payable from the plan’s assets in lieu of future
benefits.

This sSection 6300 does not apply in situations where the pest-employmentnon-pension
employee future benefit plan is no longer available for future members but accrued benefits
are not being settled.

6310 General

‘ .01

.02
.03

.04

.05

30, 2013]

The pest-employmentnon-pension employee future benefit plan’s assets, if any, should be
valued at liquidation value. [Effective Jure-38,-2043Month XX, 202X]

amendment to the pest-empleymentnon-pension employee future benefit plan. [Effective June
30,-2013Month XX, 202X]

plan should take account of all relevant data, including historical elaims-benefit utilization
experience. [Effective 3ure-30;-2043Month XX, 202X]
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e Aare selected as at the cut-off date; and

e Rreflect the expected method of benefit settlement. [Effective February 1, 2018]

.07 Unless it is expected that expenses will not be paid from the pest-empleymentnon-pension

regarding the expenses of wind-up and either offset the resulting expense provision against the
post-employmentnon-pension employee future benefit plan’s assets, if any, or add the resulting
expense provision to the pest-employmentnon-pension employee future benefit plan’s

liabilities. Expenses may include administration costs (which may be incurred from a third-party

e Bbenefit entitlements would be determined;

e FEfunding obligations would be determined; or

o Tthe post-empleymentnon-pension employee future benefit plan’s assets, if
any, would be allocated between the employer(s) and the members or among
members themselves.

Rather, those issues would be determined in accordance with the law, the plan provisions or
governance documents, or by an entity empowered thereunder to make that determination. It
may be appropriate, however, to use the results of the valuation to address one or more of

.09 For the purposes of sSection 6300, the circumstances affecting the work would include:

o Wwhether the actuary’s advice relates to the funding, funded status, financial

6310.06 Page 6023 Effective June 30, 2013
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Cut-off date

valuation.
Partial wind-up

A partial wind-up occurs when eligibility for benefits under the non-pension employee future
benefit plan a-subset-ofthe-members-terminates for a subset of plan members membership-in
circumstances that require a wind-up with respect to those members. Such wind-up does not
apply to the continuing members, although it may also be necessary, for other reasons, to value
the benefits of the continuing members.

The standards for a partial wind-up are the same as the standards for a full wind-up.
Assumptions

The selection of the assumptions would normally be determined in accordance with the law (if
applicable), the plan provisions or governance documents, or by an entity empowered
thereunder to make that determination.

for wind-ups of pest-empleymentnon-pension employee future benefit plans.

Expenses

other expenses related to the pest-employmentnon-pension employee future benefit plan
consistent with the circumstances affecting the work.

6310.10 Page 6024 Effective June 30, 2013
Revised February 1, 2018; Month XX, 202X




Exposure Draft Month 2023

Plan provisions

.16  The actuary would determine the plan provisions with sufficient accuracy for the purposes of
the valuation. Sources of information on plan provisions include:
e Ccurrent plan documents;
e FEfunding or underwriting arrangements;
e Ccollective bargaining agreements;
e linformation regarding past practices;
e Ccost-sharing arrangements between the plan sponsor(s) or plan administrator
and plan members; and
e Ccommunication between the plan sponsors or plan administrator and the plan
members.
Prior plan provisions may be needed to analyze elaims-benefit utilization information from
periods prior to the calculation date.

.17 The actuary would consider all benefits within the terms of the appropriate engagement that
are to be payable under the pest-employmentnon-pension employee future benefit plan and
would include provision for all such benefits expected to be paid under the plan.

6320 Reporting: External User Report
.01 If a previous external user report was prepared with respect to the wind-up, the actuary should
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that affect the terms of the wind-up, the benefit entitlements; or the valuation
results;

e Ddescribe the sources of membership data, plan provisions; and the pest-
empleymentnon-pension employee future benefit plan’s assets, if any, and
historical elaims-benefit utilization data, if any, and the dates at which they were
compiled;

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

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

membership data, benefit utilization data (if applicable) and plan asset data for

describe the assumptions and methods used and the basis for selection;

Ssubject to any applicable privacy legislation,:
= linclude the detailed individual membership data,; or

= linclude an offer to provide detailed individual membership data on

Bdescribe the liquidation value of the assets, if any, and a summary of the assets
by major category;

Bdescribe the pest-employmentnon-pension employee future benefit plan’s
provisions, including an identification of:

= any benefits that have been insured,

= Aany amendments made since any previous external user report with

respect to the plan which-that affect benefit entitlements,; and
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= Aany subsequent events or post-wind-up contingent events, of which the

expectation that expenses will not be paid from the pest-empleymentnon-
pension employee future benefit plan’s assets, if any;

identified basis, and when settlement is to be made by cash payments to the
member;

= Ddescribe each such issue,;

= Ddescribe the direction relied upon or, where appropriate, a summary
thereof,; and

= lidentify the person providing such direction and the basis of authority of
such person;

the pest-empleymentnon-pension employee future benefit plan’s assets, if any;

e Ddescribe whether a recalculation of the value of benefit entitlements is required
at settlement;

e Wwhere a member has a choice of settlement options that the member has not
yet made, describe the assumptions made regarding such choice;

e lif applicable, describe the method to allocate the pest-empleymentnon-pension
employee future benefit plan’s assets among classes of members and the method

to distribute surplus;

6320.02 Page 6027 Effective June 30, 2013
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e Ddescribe the actuary’s role in calculating settlement values, including the

assumptions and methods used for their calculation; and

e Ddescribe the sensitivity of the valuation results to the pest-employmentnon-
pension employee future benefit plan’s investment policy and to market

e 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.”;

e A statement regarding assumptions, which should usually be, “In my opinion, the
assumptions are appropriate for the purpose(s) of the valuation(s).”;

e A statement regarding methods, which should usually be, “In my opinion, the
methods employed in the valuation are appropriate for the purpose(s) of the
valuation(s).”sand

e 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 June 30, 2013]

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

Dates

.05 The wind-up date of the pest-employmentnon-pension employee future benefit plan would be

.07 For a particular member, the date of calculation of benefit entitlement would depend on the
circumstances of the wind-up and the terms of the pest-empleymentnon-pension employee
future benefit plan, and may be the date of termination of employment, the date of
termination of membership, the wind-up date; or another date.
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Nature of wind-ups

The purpose of a wind-up valuation may be to determine; or to provide the basis for
determining:

e Tthe funded status of the pest-employmentnon-pension employee future

benefit plan;

e TFthe total value of the benefit entitlements of all members prior to taking

e Tthe amounts and methods of determining benefit entitlements, including any
adjustment required due to a wind-up deficit;

e Tthe amount and method of distribution of a wind-up surplus; or

e Ppayout for loss of benefit entitlements upon insolvency.

critical.

Membership data

empleyrentnon-pension employee future benefit plan but their membership information is
missing.

Assumptions
The selected assumptions would:

e lin respect of benefit entitlements that are assumed to be settled by purchase of
insurance, reflect single premium rates; and

e lin respect of benefit entitlements that are assumed to be settled in some other
manner, reflect the manner in which such benefits would be settled.
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probability of this event occurring and the member’s benefit may be discounted for the
probability of the event occurring.

Wind-up expenses usually include, but are not limited to,:

e Ffees related to the preparation of the actuarial wind-up report;

o Llegal fees;

e linsurer or adjudicator administration expenses; and

e Ccustodial and investment management expenses.

The actuary would either net wind-up expenses against the pest-empleymentnon-pension
employee future benefit plan’s assets, if any, or add the assumed wind-up expenses to the
poest-employmentnon-pension employee future benefit plan’s liabilities+r-catewlating theratio
of assetstoliabilities-as-a-measure of financial security-of the benefit entitlements, unless the
expectation is that expenses will not be paid from the pest-empleymentnon-pension employee
future benefit plan’s assets, if any. However, an exception may be made for future custodial
and investment management expenses, which may be netted against future investment return

one cut-off date for the active membership data and another cut-off date for the inactive
membership data.
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e Ccontributions remitted to the plan;

e Eexpenses paid from the pest-empleymentnon-pension employee future benefit
plan’s assets, if any;

e Aactual investment return on the pest-empleymentnon-pension employee
future benefit plan’s assets, if any;

e Cchanges in assumptions;
e Ccorrections to the membership data; and
e Ddeaths of members or other significant plan experience.
Use of another person’s work
.19 Some aspects of the wind-up may be unclear to the actuary or contentious. Examples are:

e Tthe determination of the wind-up date;

e Tthe members, former members, or recently terminated members to be
included in the wind-up;

| e Tthe liquidation value of the pest-empleymentnon-pension employee future
benefit plan’s assets, if any;

| e Fthe method to allocate the pest-empleymentnon-pension employee future
benefit plan’s assets, if any, among members; and

e Wwhether or not wind-up expenses are to be paid from the post-
empleymentnon-pension employee future benefit plan’s assets, if any, or
included in the calculation of the liabilities or expected future benefits.

.20 To decide those aspects, the actuary may rely upon direction from another person with the

or privilege that may arise.
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Post-wind-up contingencies

.21  Post-wind-up contingencies may affect benefit entitlements. Examples are
e member election of optional forms of benefits;
e member election of retirement date;
e salaryincreases; and
e change in marital status.
Subsequent events

.22 In contrast with a going concern valuation, in a wind-up valuation all subsequent events,
ideally, would be reflected. This ensures that the funded status is presented as fairly as possible
as of the report date. However, it would be impossible to recognize subsequent events right up
to the report date. Accordingly, the actuary would select a cut-off date that is close to the
report date.

.23 The actuary would ascertain that no subsequent events have occurred between the cut-off date
and the report date that would change the funded status significantly; otherwise, the actuary
would select a later cut-off date. For clarity, a subsequent event may be relevant yet not be so
significant as to require selection of a later cut-off date.

.24 It may be appropriate to have more than one cut-off date. For example, the actuary may select
one cut-off date for the active membership data and another cut-off date for the inactive
membership data.

.25 Common subseguent events are

e contributions;

e expenses paid from the non-pension employee future benefit plan’s assets;

e actual investment return on the non-pension employee future benefit plan’s
assets;

e change in paid-up insurance rates;

e change in assumptions or methodologies for the calculation of lump sum
settlements;

e corrections to the membership data;

e deaths of members; and

e crystallization of post-wind-up contingencies.
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One method for taking account of subsequent events is to determine the value of benefits as of

.27

the cut-off date and then discount such value back to the calculation date at an interest rate
egual to the rate of investment return, net of investment expenses, earned on the non-pension
employee future benefit plan’s assets between the calculation date and the cut-off date. The
non-pension employee future benefit plan’s assets would be determined at the calculation date
but adjusted for the subsequent events (such as contributions and non-investment expenses)
that affect the non-pension employee future benefit plan’s assets.

There may be situations where, due to legal or practical considerations, subsequent events are

.28

21.29

not recognized, at least in a preliminary report, and the cut-off date for such a report would be
the calculation date. In such reports, the effect of subsequent events may be disclosed and
guantified in an approximate manner. Where the effect of subsequent events is provided in a
later report, it may be practical, in that report, to use a calculation date corresponding to the
cut-off date.

Statements of opinion

Where different statements of opinion apply in respect of different purposes of the valuation,
the above requirements may be modified; but would be followed to the extent practicable.

The various elements of a non-pension future benefit measurement require expertise in a hon-

pension benefit utilization and long-term projections. In recognition of the complexities
involved, two or more actuaries with complementary qualifications in the non-pension and
pension practice areas may collaborate on a work project, with the specific areas of expertise of
each actuary noted in the external user report. While each actuary may concentrate on their
area of expertise as part of the work, the actuary (or actuaries) issuing the statements of
actuarial opinion would act in accordance with subsection 1510 (Actuary’s use of another
person’s work).
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6400 Financial Reporting of Rest-EmploymentNon-Pension Employee
Future Benefits Costs

post-employmentnon-pension employee future benefit plan’s costs and obligations in the
employer’s financial statements, or the pest-empleyrentnon-pension employee future benefit
plan’s financial statements, or the financial statements of the trust associated with the pest-
empleymentnon-pension employee future benefit plan, where the calculations, and-advice and
external reports are provided in accordance with an applicable financial reporting standard.

6410 General

.01

assumptiensfor the value of assets, if any, and pest-empleymentnon-pension employee future
benefit obligations that are appropriate to the basis of financial reporting in the employer’s or
post-employmentnon-pension employee future benefit plan’s or trust’s financial statements, as
applicable, and that are consistent with the terms of an appropriate engagement and the

.02

.03

of the financial statements.
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Plan provisions

the valuation. Sources of information on plan provisions include:
e Ccurrent plan documents;
e Ccollective bargaining agreements;

e linformation regarding past practices;

members.

Prior plan provisions may be needed to analyze elaims-benefit utilization information from

benefit plan and would include provision for all such benefits expected to be paid under the
plan.

Anticipated amendment or deferred recognition of a pending amendment

plan sponsor may have a regular pattern of increasing the dental fee guide schedules that the
non-pension employee future benefit plan uses for its benefit limit. The actuary’s advice would
normally reflect continued adoption of such increased limits.

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

by age, by location, by status (retiree, inactive, spouse, etc.) and by type of expense (drug,
hospital, payment for loss of income, etc.), with consideration of data privacy/confidentiality
and availability of information.

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

recurring influences that the actuary considers to be significant, such as changes in the benefits
offered, changes to stop-loss pooling arrangements, significant-changes in the demographics of
the group, changes in government programs, or unusual claims or catastrophic events such as a

pandemic.

eost-utilization and related expenses for former members or current retirees is not fully credible
or does not reasonably represent the likely benefits utilization and related expenses eestfor

Such other data would be adjusted appropriately for the expected differences between these
plan members in the future greups-and the group from which the data were drawn.

claims experience in the extrapolation.

Assumptions

specified in the relevant financial reporting standards or as otherwise selected by the preparers
of the financial statements.
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—E—Pepesled
-46.15 In determining initial elaim-eostsbenefit utilization assumptions, the actuary would consider

available elaims-benefit utilization experience with regards to items such as:

e Cclaimant agelocation, member status, coverage category, benefit usage by age and
benefit type;

e Rrelevance to future periods and future benefit provisions; and

e provisions of the benefit plan, for example stop-loss pooling limits and lifetime
benefit maximums.

47.16 _ In situations where there are insufficient data with respect to claim costs or benefit utilization —
—for example, if the pest-empleymentnon-pension employee future benefit plan has only a
small number of members or does not yet have any members in payment status — —the

—48.17 If the actuary is determining the assumption with respect to the future health/dental claims

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

take account of expenses, including whether or not they are expected to be paid from the pest-
employmentnon-pension employee future benefit plan’s assets, if any.
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Benefit commitments

employee future benefit obligations the 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.

consider other expenses related to the pest-empleymentnon-pension employee future benefit
plan_consistent with the circumstances affecting the work.

Extrapolations

years from the effective date of the membership data.

6420 Reporting: External User Report

e Ddescribe the sources of membership data, plan provisions, the pest-
empleymentnon-pension employee future benefit plan’s assets, if any, and
historical claims data, if any, and the dates at which they were compiled;

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

o Ddescribe the tests applied to determine the sufficiency and reliability of the
membership data, benefit utilization data and plan asset data for purposes of the

e describe the assumptions and methods used and the basis for selection;

e Ddescribe the assets, if any, including their market value and a summary of the
assets by major category and the method used to value the pest-
employmentnon-pension employee future benefit plan’s assets;

e Ddescribe the pest-employmentnon-pension employee future benefit plan’s
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e Ddescribe any commitment to provide benefits beyond the terms of the plan
reflected in the valuation of pest-empleymentnon-pension employee future
benefit obligations;

= Rreporting the funded status at the calculation date and the applicable

= DBdescribinge any contingent benefits provided under the pest
employmentnon-pension employee future benefit plan and the extent to
which such contingent benefits are included or excluded in determining

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

= lif the valuation is an extrapolation of an earlier valuation, describinge the
method and any assumptions for, and the period of, the extrapolation,;
and

| = Sstating whether or not the valuation and/or extrapolation conforms with

XX, 202X]
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e 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.”;

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

e 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

e 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 Mareh-31,2615Month XX, 202X]

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

Membership data

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

Reference to other external reports

.05 The descriptions required in the external user report may be incorporated by reference to

Canada.

Statements of opinion

205.06 The various elements of a non-pension future benefit measurement require expertise in non-
pension benefit utilization and long-term projections. In recognition of the complexities
involved, two or more actuaries with complementary qualifications in the non-pension and
pension practice areas may collaborate on a work project, with the specific areas of expertise of
each actuary noted in the external user report. While each actuary may concentrate on their
area of expertise during the work project, the actuary (or actuaries) issuing the statements of
actuarial opinion would act in accordance with subsection 1510 (Actuary’s use of another
person’s work).

6420.02 Page 6040 Effective June 30, 2013
Revised March 31, 2015; February 1, 2018; May 1, 2019; Month XX, 202X




	Memo to members ED Part 6000 (formatted) May 31 (E)
	Sections 1120 and 1520 (redlined) (E)
	Part 6000 ISAP 3 + IFRS17 + QR (redlined) May 31 (E)



