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Chairperson Ralph Ovsec: If we can everyone take their seats please. Good morning, bienvenue. My name is
Ralph Ovsec and I’m your chairperson for the 2008 Symposium for the Appointed Actuary along with my vice
chairperson, Nathalie Bégin, I’d like to welcome all of you to Montreal. We have a terrific program, a number of
very interesting, topical and very relevant presentations and I hope all of you will have a good experience here.

There are a number of housekeeping items which I’ve been asked to bring to your attention. Salon number
two is available for speakers to review their presentations and familiarize themselves with the audio visual
equipment. Registration desk is on level four which you’ve seen. It’s going to be open from 7:45 a.m. until 4:00
p.m. today and until 3:00 p.m. tomorrow. The buffet breakfast, most of you have been there, it’s from 7:45 until
9:00 each morning, luncheon will be there. The plenary sessions, this is one of them, the second one is the last
session of today, will be in this room. The life sessions are all in this room and the P&C session will be in Salon
Drummond on level three which is one floor below. I’ve also been asked to mention the following when asking
questions, please identify yourselves each time you speak. This is important to the people who are transcribing and
providing the transcripts later on. Please turn off your Blackberries, I have been told that sometimes they interfere
with the translation devices that are up. Coffee breaks will be in the foyer. There is a cocktail reception this evening
in the same room as the breakfast and the lunch session. Lastly, please return your translation devices at the end
of the day. You may need it tomorrow but it’s important that they get charged up again overnight.

So without any further delay I’m going to pass this on to our plenary session chairperson Nick Bauer.

Moderator Nicholas Bauer: Thank you Ralph and good morning everyone. This is the plenary session on IFRS.
I’ll quickly introduce all four of the speakers for those of you who don’t know them yet and then we’ll just get going.
With any luck and if we did our time planning right there will be perhaps 10 or 15 minutes left for questions.

The first speaker is Peter Martin. Peter is the Accounting Standards Director at the CICA in Toronto,
responsible for managing a team of 13 other professionals that provide staff support to the Canadian Accounting
Standards Board. He qualified as a CA in 1977 and has worked in public practice at Ernst & Young and in industry
at Placer Dome in bothToronto and Vancouver. Over the past 19 years he has participated in a number of projects
to develop Canadian and international accounting standards including standards affecting financial instruments
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and insurance as well the strategic plan to adopt IFRS in Canada. He told me not to say that it is his fault so of
course I’m saying it is all his fault.

Our second speaker is Stuart Wason who is Senior Director at OSFI and the head of the actuarial division. I

suspect that he needs not a great deal of introduction to this audience. I’ll be speaking third; I am a member of
the Actuarial Standards Board and Chair of its working group on conversion to IFRS. Finally, Jacques Tremblay
who is Chair of the Practice Council, an ex-officio member of the Actuarial Standards Board and a member of the
Executive Committee of the CIA. So without further ado, Peter it’s your microphone.

Speaker Peter Martin :Merci Nick. Bonjour tout le monde, c’est un grand plaisir pour moi d’être ici à Montréal.
Je voudrais dire merci Alain, et l’institut canadien des actuaires pour l’opportunité. I won’t savage the French
language any further.

The topic of my remarks today is an introduction to IFRS for Canadian insurers. First of all I hope that
everybody in the room is aware that International Financial Reporting Standards or IFRS as we know them are
going to become Canadian GAAP for what we call publicly accountable enterprises in Canada from January 1,
2011. This is part of a global movement to adopt IFRSs and like many other countries around the world Canada
recognizes that there are considerable benefits to be gained from having a single set of high quality globally accepted
financial reporting standards. We’ve come to see in recent days how global the capital markets have actually become
and I think that just underlines how important it is to have a common accounting language around the globe.

The change to IFRS is going to affect all Canadian financial institutions whether they’re publicly traded or
not. The term publicly accountable enterprises is meant to encompass all listed companies in Canada but also all
financial institutions so I think everybody in this room is going to affected by the change. We reckon there are about
4,000 listed companies in Canada and there will be a few thousand others that will be adopting IFRSs, not very
many when you reckon there are about two million businesses in Canada but they represent collectively about half
the Canadian economy so this is an important change.

First of all a word or two about what IFRSs are, they are standards for preparing and presenting what we term
in the accounting world anyway general purpose financial statements so they are intended primarily for investors
and creditors and anybody else who is sort of interested in a general basis picture of a company’s financial position
and operating results. They are not regulatory statements and we leave the requirements for regulatory reporting
to the regulators. The standards are pretty widely accepted and applied already around the world. They have been
adopted in some form or fashion in over 100 countries now and many of you may have heard that would include
all of the countries in the European Union for the list of companies, 7,000 or 8,000 of them in those countries
and also in Australia in 2005. We’ve seen New Zealand adopt them in 2007 and many other countries as well. The
statements prepared under IFRSs are at least accepted in basically all major capital markets around the world now
and most recently it has becoming increasingly clear that the United States is getting very serious about considering
whether to adopt IFRSs. We are awaiting publication of a roadmap document from the SEC that will lay out how
they reckon they would make the transition for U.S. public companies. The standards themselves are what we
describe as principles based. They are broadly the same as Canadian GAAP standards that we have today but there
are some important differences here and there so we have to try to give you a balanced notion that these are not
so radically different that we start from a blank sheet of paper but at the same time there are going to be some fairly
important changes made to current practices as we go through the transition.

This slide is just to give you a general idea that the people that developed the International Financial Reporting
Standards are a credible well resourced bunch of people who know what they’re doing. They have no particular
authority to apply their own standards to anybody so they have to convince the people that make these decisions
(regulators, legislators around the world) that they have, in fact, produced a quality set of accounting standards.
If you want to know more about the IASB they’ve got a website that is just chockfull of information about how
they are set up and how they operate. You can find it at www.iasb.org.
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I want to say a few words about how we’re going to make this changeover to IFRSs in Canada. The basic
approach is a one time so-called big bang changeover, starting for financial years that begin on or after January 1,
2011. We’ve actually provided a rather longer transition period in Canada than was provided in a lot of other

countries that have already made the changeover. So the Canadian Accounting Standards Board was fairly
comfortable that we hit the right time to make the change. The next point is about a few standards adopted in
advance. What that is meant to convey is that the Canadian Accounting Standards Board is taking a few individual
international standards and introducing them into pre-changeover Canadian GAAP before we make the main
change in 2011. We’ve already done it in a couple of topics probably not too relevant to this audience, Standards
on inventories, for example. We’ll be doing it for business combinations later this year and likely for a revised
standard on earnings per share. These are very isolated examples. Basically, we’re going to take the whole package
in 2011 so there isn’t scope for people to sort of electively adopt individual international standards early if that was
your thought. As to early adoption of the complete package, the Canadian Accounting Standards Board is going
to make that possible for companies that elect to do so but OSFI has exercised its prerogative to tell the institutions
it regulates that they cannot early adopt.

When you make the change, you’ll be reporting for the fist time on the new basis in 2011 but as we always
do in accounting you’re providing comparative figures for the previous year, 2010. So that means that the way you
have to start off is to establish a balance sheet on the IFRS basis as of January 1, 2010 and everything else then
flows forward from there. The basis on which you start at January 1, 2010 will be the standards that will be in effect
for the 2011 financial year. Now there is an issue with the fact that the IASB like any standard setters constantly
has got activities on the go and there are quite a lot of projects in the pipeline right now so there will be changes
to their standards between today and the time we make our changeover in 2011. We anticipate that there may be
a couple of Standards that will be issued prior to the 1st of January 2011. A Standard may not be mandatorily
effective until say 2012 or something like that but people making the change in 2011 might prefer to early adopt
the international standard relative to its effective date so that they are not having to make two changes in quick
succession, one at the beginning of 2011 and then another one a year or two later.

There are a couple of important transition issues I’d like to mention. First of all, when we’re importing IFRSs
into Canada we’re importing them exactly as they are issued by the IASB and this is a very important issue that is
much discussed around the globe. Some countries that have already gone through a transition process, and I’ll pick
on the Australians as an example, decided they could improve on or supplement the international standards and
proceeded to do so. They have now regretted that decision and recognized that we’ve got to have a single common
set of standards globally. As soon as you start tinkering you have lost the benefit of having the single set of standards
globally so the Canadian board is quite strongly wedded to a policy of not tinkering one iota with the IASB’s
standards as they publish them. That’s important in part because there is a special standard called IFRS 1 that
allows for some accommodations for people doing the changeover, the first time adoption, and you only are entitled
to use those accommodations in the first year when you are fully compliant with a complete set of IFRSs. So if we
started tinkering with them you wouldn’t get those accommodations.

When we import the IFRSs we are going to completely supersede all current CICA handbook accounting
standards. They are all gone and that would include the pieces of it that relate to insurance, so section 4211 in
particular in the life insurance area is gone. Part of the transition process involves grooming the market in advance
of the change so that users of the financial statements won’t get a shock when they read information provided on
a completely different basis or what might appear to be a completely different basis. The Canadian Securities
Administrators have published staff notice 52320 which lays out how they think companies should be providing
information in advance of the change to make sure the market is properly informed and that document has been
pretty much embraced by OSFI as well to apply to regulated financial institutions. The last point on the slide is
that you really, really need a good plan if you’re going to make the transition properly. IFRS, you can make it a
kind of a band aid. An accountant’s quick and dirty changeover exercise; it’s really not that. The effects of the
change will be quite pervasive throughout all companies, all businesses. It will affect all kinds of things, debt
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covenants, financing agreements of any kind, possibly the way your stock option plans or executive bonus plans
work because references to Canadian GAAP are embedded in anything and everything.

Now what might the effects be of these new standards on an insurer’s balance sheet? This is going to be a very

high-level run through; there is a vast amount of detail we could get into. I think there is a session this afternoon
that probably will get into some more of the detail. So to start with on the asset side of the balance sheet most of
an insurer’s balance sheet assets would be financial assets and those would be subject to a standard called IAS 39
entitled, Financial Instruments. It is quite similar to existing Canadian GAAP on the same subject which is no
accident but there are a few differences on technical points that may have a significant effect on some people. The
basic approach is four different measurement buckets into which you can put different kinds of assets and measure
them on different bases, other comprehensive income, a fair value option, if you’re familiar with any of those terms
those are still there in IAS 39. There is a different treatment on what we call derecognition of assets and this is the
standard that would apply to things like securitizations or similar financing arrangements. We have previously
adopted a U.S. standard on that subject, which is rather different than the IAS 39 requirements so there would be
a change there if you’re involved in those kinds of transactions. Investments in real estate, I think for some insurers
is a significant asset. Here you are into a different standard; it’s not IAS 39, it’s IAS 40 which is about investment
properties and there you’re given a free choice of whether to apply a depreciated cost model, pretty similar to what
we do to for property plant and equipment in other industries in Canada today, or a fair value measurement
model; but it would have to be properly done. You’d have to determine fair value every year and report the
increments and decrements as you go along.

Now to turn to a subject probably a little closer to home for this audience and that’s the right hand side of
the balance sheet where today we have something that at least in the accounting literature we label as actuarial
liabilities. Here there is going to be a significant change. The IASB literature would basically take the various kinds
of contracts that we would label today as actuarial liabilities and divides them amongst three different standards
with quite different accounting treatments. There is a standard called IFRS 4 on insurance contracts but it only
applies to insurance contracts as the IASB has defined them and it defines them as a contract under which one party,
the insurer, accepts significant insurance risk from another party, the policyholder, by agreeing to compensate the
policyholder if a specified uncertain future event adversely affects the policyholder. Then it further defines insurance
risk as risk other than financial risk transferred from the holder of the contract to the issuer. So an awful lot of
contracts that today we might label as part of actuarial liabilities are not insurance contracts under the IFRSs. The
other two categories that some of these contracts might fall into, there is a standard called IAS 18 on revenue
recognition and it would deal with what can be called service contracts for a fee for service type activities. The third
possibility is our friend IAS 39 on financial instruments which would deal with financial liabilities that are not
insurance would typically be deposit type contracts. There is a further standard, IFRS 7 which would deal with
disclosures of those kinds of financial instruments. So the critical thing is to very carefully identify which contracts
are subject to which standards, read the relevant standards very carefully and thoughtfully and then adopt the
applicable requirements to each of the kinds of contracts.

IFRS 4 applies only to contracts with a true insurance risk and that includes reinsurance. It will generally I
think permit continued application of CALM maybe with a few exceptions or modifications to some current
practices. I say that with a little hesitation because you folks are the experts on CALM and you’ll have to think a
little bit after reading the accounting standard whether CALM in fact works but I think it does from all I’ve heard.

IFRS 4 would require the continued application of the pre-IFRS changeover accounting policies. So this is
why we can get away with not carrying forward the Canadian Accounting Standards on insurance because the IFRS
tells you simply to carry on doing what you’ve been doing prior to the changeover and this is until such time as
they complete the project they currently have underway to develop a more complete standard on insurance
contracts. That will take them a couple more years at least to do. IFRS 4 would provide certain exceptions though,
things that you could not continue to do, for example, no provisions for possible future losses. I’m not sure some
of the things they would prohibit will cause much change to Canadian practice. They will though prohibit
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offsetting of reinsurance against insurance contracts so you’re going to have to gross up reinsurance assets pulled
out of the liabilities, and once you do that you’re also going to have to consider whether there is any possibility of
an impairment of a reinsurance asset, inability to collect. There is a requirement for what is called a liability

adequacy test but as long as your current practices address all future cash flows from a contract you could continue
to apply them. That’s why I think CALM probably still works. You won’t have to apply the separately spelled out
adequacy test that is embedded in IFRS 4.

There are some other limits on changing your current practices once you’ve passed the changeover point. I think,
in practice, it’s going to be rather difficult for a company to decide to change an accounting policy it has been applying
under Canadian GAAP after we’ve made the changeover because any new practice you might think you’d want to
adopt would have to be deemed more relevant to user’s needs and no less reliable or more reliable and no less relevant.
So changes in accounting policies will not be a matter of free choice, there is definitely a process you would have to go
through and I think the likelihood is people will not be changing policies under IFRS 4.

Some other interesting features in IFRS 4: it addresses questions of embedded derivatives and unbundling of
components within a contract. So embedded non-insurance derivatives generally have to be pulled out of an
insurance contract, the host contract, and accounted for separately at their fair value. There are exceptions to that
for very basic policyholder surrender options if they are based on a fixed amount or fixed amount plus a stated
interest rate but some of the more complex types of surrender options probably wouldn’t qualify for that exemption.
Deposit components for compound contracts would have to be unbundled in some cases, maybe unbundled in
others, and are prohibited from being unbundled in still other cases so you have to read the standard very carefully.
It rests largely on whether the components can be separately measured on a reliable basis and whether or not you’re
going to recognize all the obligations and rights under the deposit component if you treat them separately or not.

There is a little bit of guidance provided on discretionary participating features and some optional treatments
provided so there is a fair amount of latitude provided there, a little bit of guidance but not a lot. You may account
separately for a discretionary par feature but if you don’t the whole contract has to be treated as a liability. If you
do break out the par feature you have a choice as to whether it’s a liability or equity presentation. There is a
requirement if contract with the discretionary par feature in it contains an embedded derivative that falls within
the scope of IAS 39. That standard then has to be applied to the embedded derivative and there are still more
requirements so it can get a little bit complex.

The standard on revenue recognition is the one that deals with service contracts and here you’re going to be
recognizing fee revenue as you earn it over time and you recognize amounts when there are reliably measurable and
its probable that you’re going to get the fees and you can readily measure the state of completion of the work you’re
required to do.

The contracts that fall within the scope of IAS 39, which deal with recognition and measurement aspects
and IFRS 7 on the disclosure side, here you’re going to initially recognize the liabilities at their fair value plus
the amount of the transaction costs related except in the case where you’re going to subsequently remeasure
something at fair value then you expense the transaction costs immediately. Subsequent measurement for these
items is generally going to be on an amortized cost basis but you’ve got exceptions for things that are considered
held for trading or for which you’ve applied the fair value option. Any derivatives including the embedded ones
you had to pull out, financial guarantee contracts and commitments to extend a loan at below market rate get
special treatment.

There is a fair bit of disclosure of information that’s required under IAS 39 as under IFRS 4 as well. The
IASB expresses its disclosure requirements in terms of a broad objective and then provides a number of specific
things that they say you would normally expect would have to be provided in order to meet the overall objective.
These are not meant as checklists but on the other hand you had better read all the specifics carefully to identify
the ones that are applicable to you.
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That I think brings me to the end of my slides. That’s a very high level quick run through. I think there is
going to be a time for questions at the end so I’ll pass this over next to Stuart and await your questions later.
Thank you.

(Applause)

Speaker Stuart F. Wason: Good morning. It’s so nice to see such a full room here at what is always an important
annual event within the Canadian Institute of Actuaries and I guess representing OSFI I just want to say once again
to you that the actuarial profession has always played and continues to play and we hope for many years to come
play a very important role with insurers in terms of financial reporting, valuation, risk management, etcetera. So
congratulations to you all on that regard and we’ve got some fun and excitement coming up in the next few years
with IFRS and new capital requirements so I hope you’re ready for it because it’s going to be an interesting challenge
and interesting policy debates. That’s what we’re good at so let’s get to it.

Jacques was telling me he’s got a little bit of a joke to start off with and I know we’re always on the
perennial hunt for a better actuarial joke because we’ve heard all the old ones before so probably half of you
have heard this one already and I’m the slow one to the punch, but on the subject of longevity which of course
is very topical risk, we’re trying to figure out how long we will all live and so forth. I just heard on the radio
the other day that actuaries were studying longevity and had discovered that a certain region of the country
had very favourable rates of mortality so a group of actuaries went out on a mission to talk to people in that
region just to understand what the features were that were leading to that long expected lifespan and what were
the reasons behind it. They got to interviewing one 92 year old gentleman and they said sir, what do you
think is the rate of mortality in this community. He thought for a moment and he said one per person. Anyway,
there we go, a sigh around the room, yes.

I apologize for the fact that I will be speaking from prepared text. It’s not my normal style, I like to go with
overheads but there are a few reasons for that, the election period and the fact that this is an important topic on
which clarity is good. So that’s the background to me going from a prepared text so I apologize for that. Nick we
will try and get it up on the website within the next 24 hours however. Good. And I apologize for a little bit of
repetition perhaps with what you just heard from Peter, but let’s start.

International Financial Reporting Standards or IFRS are being adopted as Canadian generally accepted
accounting principles or GAAP for publicly accountable enterprises for financial years commencing on or after
January 1st 2011. As part of this IFRS 4 Phase I will be adopted by insurers in Canada in 2011. The IASB approved
IFRS 4 as a stepping stone in an effort to make limited improvements in accounting for insurance contracts until
the IASB completes the second phase of its project on insurance contracts known as Phase II.

The IASB’s work plan currently projects the completion of a Phase II comprehensive replacement for IFRS
4 in 2011. Based on this projection, Phase II will not be available for adoption in 2011 and insurers will need to
adopt IFRS 4 in 2011 as an interim step and will subsequently adopt Phase II post-2011 when it becomes part of
IFRS. Now an important IFRS related issue that is the focus of my presentation today is whether OSFI has a
continuing need for actuarial standards under IFRS 4 Phase 1. If there is a continuing need, then what actions
should OSFI take?

First let me just go through a little bit of background. Let’s set the stage and remind ourselves of the current
framework that exists in Canada for insurer financial reporting. Currently the Insurance Companies Act or the ICA
requires that an insurer annually prepare for its policyholders and shareholders a set of financial statements that
have been prepared in accordance with generally accepted accounting principles or GAAP. At the same time, the
actuary must also present his or her report on the valuation of the policy liabilities. According to the ICA this
valuation must be prepared in accordance with generally accepted actuarial practice or AAP. While the ICA does
not require the publicly available financial statements to be prepared on the same basis as that used by the actuary
in his or her report, it is unlikely for there to be material differences. While GAAP is currently promulgated by



the Canadian Institute of Chartered Accountants as you just heard from Peter, the Canadian Accounting Standards
Board has determined that IFRS standards are to be adopted as Canadian generally accepted accounting principles
for publicly accountable enterprises for financial years commencing on or after January 1, 2011.

Now AAP, accepted actuarial practice is commonly understood to include the Rules of Professional Conduct
of the CIA, the actuarial standards of practice promulgated by the Actuarial Standards Board the ASB, as well as
useful CIA guidance such as educational notes and exposure drafts. The first two of course as we know require
mandatory compliance. It is expected that the actuary would be familiar with and would comply with CIA
guidance materials unless the AA could justify reasons for divergence. While not part of AAP, the additional
requirements of OSFI, in other words Appointed Actuary Memorandum also require mandatory compliance by
the actuary. The ASB is, of course, responsible for developing and maintaining the Canadian actuarial standards
needed for the valuation of policy liabilities and financial reporting.

Turning to the introduction of IFRS in 2011, upon the adoption of IFRS at that date several accounting
standards are going to be affected as Peter was just describing. For purposes of my presentation today the principal
standard for my consideration here is the introduction of IFRS 4 Phase 1. It is going to require the categorization
amongst other things of policies sold by insurers into investment, service or insurance contracts. Investment
contracts will then be measured by IAS 39 and service contracts according to IAS 18. Now IFRS 4 Phase 1 generally
allows insurance contracts to be measured using existing accounting policies with some exceptions and some
optional treatments. This continuation of existing policies provides a temporary bridge to the new accounting
standard for insurance contracts, Phase II expected to be introduced no earlier than 2013. The replacement of
Canadian GAAP with IFRS has created some uncertainty surrounding the valuation of an insurer’s policy liabilities
with the requirement in Canadian GAAP to use CALM for life insurance because that will no longer exist. As a
result the ASB has asked if OSFI has a continuing need for its actuarial standards.

In summary, OSFI’s views in this particular regard can be summarized via three points. OSFI is in the process
of preparing a public announcement with respect to its expectations which will include these three points. Firstly,
the publicly available financial statements and the regulatory annual return should continue to use the report of
the actuary as currently implied by the ICA. Secondly, generally accepted actuarial practice after January 1, 2011
should continue to be defined by OSFI as stated in its AA memorandum and that is consistent with what is in the
ASB general standard section 12.10 I believe. Then thirdly, OSFI also expects that the ASB is going to have to take
some action with respect to separating the actuarial standards for investment and service contracts from those of
insurance contracts and there are perhaps a couple of other things that we’re just talking in advance at this meeting
about as well but perhaps my subsequent speakers will get to those as well.

So I think it’s useful with that high level summary perhaps just to go back and remind ourselves of some of
the specific sections within the Insurance Companies Act that may give rise to where we are today and these views
of support from OSFI. So firstly, the legislative and regulatory framework for Canadian insurer financial statements
and capital requirements has been largely unchanged since 1992. This framework uses a single set of financial
statements for purposes of public and regulatory reporting.

According to Section 331 the financial statements, “shall, except as otherwise specified by the Superintendent,
be prepared in accordance with generally accepted accounting principles, the primary source of which is the
Handbook of the CICA.” Further, Section 365(2) of the ICA directs the actuary of a company to perform a
valuation of the actuarial and other policy liabilities for the financial statements “in accordance with generally
accepted actuarial practice with such changes as may be determined by the Superintendent and any additional
directions that may be made by the Superintendent”.

For regulatory reporting, not financial reporting, regulatory reporting called the Annual Return in the ICA,
Section 665(4) states, “The annual return shall be prepared in accordance with the accounting principles referred
to in Section 331” we just mentioned. Also, Section 667(1) states, “The liabilities of a company…shown in its
annual return must include as a reserve the value of the actuarial and other policy liabilities and other matters
determined under Section 365…”. So while the Insurance Companies Act does not require in a completely legal and
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strict sense the publicly available financial statements to be prepared on the same basis as that used by the actuary
in his or her report, it is unlikely for there to be material differences.

Accepted actuarial practice is well accepted, boy that’s redundant isn’t it have to change that, in the industry

but it’s perhaps not universally well defined so let’s review a few of the references to accepted actuarial practice
within the Insurance Companies Act, the CICA, the ASB and OSFI itself. So firstly, under the Insurance Companies
Act, the term AAP is not defined but the term “actuary” is defined thankfully as a Fellow of the Canadian Institute
of Actuaries. Of course an FCIA is bound to conduct his or her work in accordance with CIA Standards of Practice
and Rules of Professional Conduct. Looking to the CICA, Section 4211 of the current CICA Handbook defines
generally accepted accounting principles for life insurers. Section 4211 does not reference the CIA standards, but
instead states that the actuarial liabilities are to be calculated using the “Canadian asset liability method”. There
is no reference to CIA standards for P&C insurers in the CICA Handbook.

Let’s turn to the ASB itself. The term accepted actuarial practice is defined under Section 1210 of the General
Standards of Practice. It includes Rules of Professional Conduct, Standards of Practice both of which require
mandatory compliance, as well as other useful guidance where compliance is mandatory but deviations are expected
to be justified and these would include educational notes and exposure drafts, etcetera. In addition, the ASB is
responsible for an extensive set of Practice-Specific Standards for Insurers. These Standards principally focus on the
valuation of policy liabilities. The scope section of these Standards states that they apply “to the valuation of the
policy liabilities in an insurer’s financial statements if the intent is that those statements be in accordance with
generally accepted accounting principles”. So you can begin to see all the linkages here between GAAP and AAP.
Finally, there is no mention of AAP in OSFI’s Guideline E-15 although that guideline does give a summary of the
AA’s responsibilities as required by the act. The annual OSFI Memorandum to the Appointed Actuary does include
a statement that is helpful. It states, “the Superintendent understands generally accepted actuarial practice to be
defined as the professional actuarial standards of practice promulgated by the CIA together with the additional
requirements of this Memorandum.”

Just completing the roundup of references in the Insurance Companies Act I think it’s important to note that
an auditor of a company according to Section 346 of the act, “may use the valuation by the actuary of the
company.” The intent of this section is to permit the auditor to make use of the actuary in their audit of the
financial statements where auditing standards allow them to do so. The financial statements and the valuation of
policy liabilities of course are the responsibility of management and an audit does not reduce this responsibility.

Section 367 of the act states that the actuary is required to make a report on the valuation to the policyholders
and shareholders. “The actuary shall state whether, in the actuary’s opinion, the annual statement presents fairly
the results of the valuation made under Section 365.” And of course standard reporting language for the AA’s
Report is prescribed currently by the ASB. Beyond these valuation duties the actuary in accordance with Section
368 shall report to the directors of the company on the financial position and future financial condition and again,
this is subject to Canadian actuarial standards. I hope this has been a useful guide to the linkages in the ICA to
the work of the actuary and the many ways in which the regulator relies on the work of the actuary.

Let’s now review some of the implications of IFRS 4 Phase I as it it’s introduced at January 1, 2011 on each
of the CICA, the ASB, the Insurance Companies Act and OSFI. So for the CICA, the CICA is going to replace
Canadian GAAP with IFRS, both Section 4211 and Accounting Guideline 3 which define GAAP for insurers as
we know. So those sections will cease to exist and the views of the CICA in that regard are firm and unambiguous.
That’s good. The ASB, the expected withdrawal of Section 4211 has created some uncertainty surrounding the
valuation of a life insurer’s policy liabilities since the direct link to CALM will be removed. By removal of the
CICA’s requirement to use CALM in support of life insurer financial reporting, the ASB has asked if OSFI has a
continuing need for its actuarial standards. It is noteworthy that the ASB currently provides standards for P&C
insurers without a direct reference to a particular methodology from the CICA Handbook.

If left unchanged, the current wording of the various ICA sections relating to financial reporting and valuation
of policy liabilities referenced earlier in my presentation will maintain the same financial reporting for both



regulatory and public purposes. The continued use of Section 365 will require the actuary to value the policy
liabilities in accordance with accepted actuarial practice. Through the continued use of this section after January
1, 2011, the ICA’s reference to GAAP will now require the use of IFRS for public financial reporting.

Then lastly on this roundup of what happens at January 1st, 2011 for OSFI, the principal policy choice for
OSFI regarding the use of actuarial standards is whether OSFI will define its expectations with respect to AAP.
We’ve given this much thought I guess within OSFI over the last month or so and we’ve been rumbling through
two options. Simplistically Option 1 is OSFI does not define its expectations with respect to January 1, 2011. The
pros and cons of that, well the pro is that no action is going to be required on OSFI’s part, that’s easy, and no
imposition of local requirements eases the concerns of some that the integrity of IFRS would be compromised by
such local Canadian requirements. A definite con of this option for OSFI is that no action by OSFI might influence
the ASB to withdraw its insurer specific standards thus allowing insurers to make significant changes in their
valuation and resulting in inconsistent financial reporting by Canadian insurers. No action by OSFI allows insurers
to consider various optional treatments allowed by IFRS 4 Phase 1 regardless of the implications for financial and
capital reporting. No action by OSFI may require considerable additional effort in supervising insurers due to the
potential for greater variety of practices between insurers. This may make it more difficult than at present to
identify and assess risk in individual insurers.

That brings us to Option 2 where OSFI should define its expectations with respect to January 1st, 2011. The
pro of this of course is that the definition of OSFI expectations creates greater certainty within the ASB about its
role and among actuaries and insurers about regulatory financial reporting. It also promotes consistency of financial
and capital reporting amongst insurers. This will help to stabilize the effort required to supervise insurers during
this period of change. Of course a con for Option 2 is that there is some concern that actuarial standards may be
considered restrictive under IFRS but we do not believe that this risk is significant.

So in conclusion, due to the potentially serious consequences for OSFI and the industry, OSFI does not
believe Option 1 is realistic. With this background, and consistent with its expectations regarding IFRS, OSFI is
preparing to publish an advice to the industry entitledOptional Accounting Policy Changes Arising From the Adoption
of IFRS 4 For Insurance Contracts, OSFI expects that generally accepted actuarial practice after January 1st, 2011
will indeed be the same as currently stated in the annual OSFI Memorandum to the Appointed Actuary. We
understand that accepted actuarial practice will change as a result of expected ASB action with respect to separating
actuarial standards for investment and service contracts from insurance contracts. That is a piece of work still to
be done.

Then finally, while this presentation is focused really on the role of actuarial standards and financial reporting,
OSFI expects that it will have a need for actuarial standards for capital requirements under advanced internal
model approaches and very much looks forward to further work in this area from the actuarial profession and the
ASB in the next few years. Thank you very much.

(Applause)

Moderator Bauer: I’ll try to be fairly brief. I want to speak briefly about the role of the ASB. What we have done
to date, what we are doing now and what we will do in the future to get ready for conversion date of 1st of January
of 2011. I know that means that full IFRS will apply to the first report you have to make after January 1st, 2011,
which if you’re reporting quarterly means the first quarter of 2011.

So with that, actions to date, we have created a working group within the Actuarial Standards Board to handle
IFRS. We have done that in April of 2008. Its members are Micheline Dionne, Jacques who is there ex officio as
head chair of the Practice Council, Richard Gauthier and Elaine Lajeunesse from the P&C side, Mark Campbell
from the pension side and myself as chair. We act as a steering for the standards and the revision of the standards
to the extent they are necessary. We will have a designated group for each proposed change in the standards. The
designated group maybe shared, in fact in most cases will be shared with the CIA and will therefore consider
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together both any needed changes to the standards and to the supporting guidance whether it’s in the form of ed
notes or research papers or whatever. The steering committee is covering all specialties, not just insurance, but
insurance is expected to be the primary affected area. We have also created an informal joint steering committee

with the Canadian Institute of Actuaries to ensure full harmony and consistency of standards and guidance with
Charles McLeod, the Chair of the ASB, Jacques Tremblay and myself. And this group also leads the communication
with key external constituencies namely the Accounting Standards Board and its insurance accounting task force
chaired by Phil Arthur, the CICA and the regulators, OSFI, the L'Autorité des marchés financiers and other
provincial regulators.

What have we done to date? Well we have produced our work plan. We have determined that our entire focus
at this time is on Phase I. Phase II will be the big bang but Phase I is imminent, it’s on us and actuaries need
reliable guidance for conversion. Moreover, that guidance is needed to be in place we feel by the end of or late 2009
at the latest because part of conversion to IFRS will be that you have to produce full comparables for 2010, it is
therefore appropriate the actuary know what ate the rules of the game prior to starting to compile 2010 figures.
With that in mind we have set ourselves the following deadlines. 1st of March, 2009 for notices of intent which
in a general way lay out the salient principles for any proposed change and invite comment thereon. Exposure drafts
no later than 1st of June, 2009 and finally the standards by no later than the 1st of November, 2009. We also
communicated with the membership in June of 2008, that was our first communication, and we’re planning future
communications quarterly, the next probably within about three weeks. What we have also done is identified the
standards that are potentially impacted already on their IFRS Phase I. They are mostly in insurance and especially
life but obviously the objective is to make the least necessary changes because the last thing we want to do is impose
on actuaries any more change than is necessary for that interim period until Phase II rumbles down the line. We
have undertaken communication with OSFI and I think some of that you saw reflected in Stuart’s remarks and
with the L'Autorité des marchés financiers, but I think you have also heard that there are a number things on
which OSFI has made no decisions as yet which is a bit of a problem for us but we’ll have to live with it as best
we can. We have communicated with the Accounting Standards Board and the Insurance Accounting task force
to obtain clarification on specific issues. We heard loud and clear the no tinkering mantra of the Accounting
Standards Board but nonetheless within that no tinkering sort of box, clarification on how those rules apply in
specific situations are needed and would be much appreciated.

Okay, so that’s where we are now. What are, therefore, our working assumptions given the background? One
is that there will be a single set of financial statements which I think Stuart has pretty well confirmed is likely to
be the case and that there will be no change in the Insurance Companies Act, no change in the legislation, it will
continue as is. The standards continue to be required for insurance contracts in our view because as Peter explained,
under IFRS 4 Phase I for insurance contracts you continue the current accounting policy which is the current
standards, CALM for life insurance and the appropriate standards for P&C. We are not planning to have standards
for non-insurance financial instruments. I note that distinction because actually insurance contracts are also
financial instruments but they are specifically carved out of IAS 39 and covered by IFRS 4. We are not planning
to have standards for service contracts.

The CIA will likely provide guidance and Jacques will talk about that a little more but after review we found
that trying to draft standards for financial instruments and service contracts to which fairly detailed, comprehensive
rules apply under IFRS is a nearly impossible task. How do we wrap it around, plus the terminology in the current
standards and that under IFRS are just completely contradictory or incompatible. Further, we are planning no
standards for classification for contracts, nor for unbundling of deposit components, or for separation of embedded
derivatives. There will, I expect, be guidance from the CIA but once again that is an accounting matter and
therefore not appropriate for actuaries to create standards. Additional standards may however be required for
capital calculations; that’s unclear at this time and/or DCAT.The timing for that is somewhat less urgent since there
will be no need for the published 2010 comparables. Those changes may impact Section 2400 addressing the role
of the appointed actuary and Section 2500 of the CSOP which is the GAAP.



PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES Vol. 19, September 2008

One more thought, as Peter pointed out, under certain fairly restricted circumstances it might be possible for
companies to change accounting policy even with respect to the insurance contracts post-introduction of IFRS.
If a company chooses to do so it is unlike that we would have specific standards nor would we be able to create

specific standards for that situation. However, if a company decides to do so it may no longer be able or its
appointed actuary may no longer be able to assert that it is complying with accepted actuarial practice in Canada.
That is somewhat iffy. [Audio – loud noise] Was breakfast that bad?

Projects that we have started because of the change from the entity focus of Canadian GAAP to the contract
focus of IFRS as Peter explained, changes are required to the scope of the insurance specific valuation sections for
P&C and life, because they will apply not to policy liabilities which is a comprehensive expression including all
policy liabilities but will make clear in its scope that it will cover insurance contracts plus financial instruments with
discretionary participation features which are also governed under IFRS 4. A designated group is also being formed
and starting to work and the target for reporting to the ASB is fairly tight. We have set ourselves a target for at least
some sort of draft NOI or at least the direction of the NOI at the ASB mid-October meeting. I note that although
scope provision for 2400 and 2500 likely will not be required even if the regulators action result in new or modified
standards because it will likely cover all policy liabilities but the wording of the opinion of the AA might change.

The second project that has been started address discretionary participation features. This one is a joint project
with the institute and it may result in modification of standards or only guidance or both, at this point it’s unclear.
The key issue is that IFRS 4 as Peter mentioned may permit accounting policy change to include part of the value
of the discretionary participation feature in equity and in that case the key is how do you measure it and how do
you present it.

The liability adequacy test is a key requirement under IFRS 4 if you cannot assert the valuation meets
automatically the liability adequacy test, then you have to perform the test. I won’t go into the details other than
to note that it is likely and we’re hoping that CALM will be accepted by auditors as automatically or just about
automatically complying with the liability adequacy test. I can be less positive in the P&C side simply because I
have insufficient expertise but we will, my P&C colleagues will look at it and hopefully we will get there on that
side too. All the more because if you don’t comply then actually performing a liability adequacy test may be no
simple matter.

In future will we propose to identify all other matters that may require changes to the standards some of
which will depend on the answers we get to the questions we ask from the insurance accounting task force.
Examples are taxes and the discounting of taxes and whether you discount or not, foreign exchange and of course
the liability adequacy test. Most if not all of those items will be handled by a joint ASB, CIA designated group
which will then propose what to do about it.

One last word IFRS 4 Phase II will mean that the current insurance specific standards will require a complete
top to bottom revision because the asset liability link will disappear. Insurance liabilities will likely be measured
on the current exit value method which is if you like kind of a market value with market value margins and defined
in terms of what a market offers regardless of what assets you hold against it. It is unclear at this point whether
this will be international actuarial standards and if so, will they be appropriate for Canada? Hope so, certainly the
CIA is working hard to mark sure that is the case and we are contributing in a material fashion to the development
of international accounting standards at various levels.

All I can say though about Phase II is thank goodness I will be retired by the time it’s introduced.

(Applause)

Speaker Jacques Tremblay: Thank you Nick. Good morning everyone and bonjour et bienvenu à Montréal. I’ll
try to brief as well but before I start I was working on my presentation Tuesday at home, I was fighting a cold and
my youngest son showed up and asked me what I was doing and I said, I’m working on my presentation on
adopting IFRS in Canada. You can imagine the smile I got out of him and I said, how should I start my
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presentation? He said, well let me work at it dad, who is there? I said well it’s 300 people, colleagues, I know most
of them and I said we’re going to have one accountant and three actuaries on the panel but if you want to throw
a lawyer in there, that’s fine too. So he went and googled and came back and said nah I didn’t find anything dad

so I said well try again. So he came back 15 minutes later and here is what he came up with. Four people named
everybody, somebody, anybody, and nobody. There was an important job to be done, let just say adopting IFRS
in Canada, and everybody was asked to do it. Everybody was sure somebody would do it, anybody could have done
it but nobody did it. Somebody got angry, Mike Hale and Bob Howard, because it was everybody’s job. Everybody
thought anybody could do it but nobody realized that everybody wouldn’t do it. It ended up that everybody blames
somebody when nobody did what anybody could have done. So we’ll just make sure that doesn’t happen here. I
was pretty happy with my 14 year old.

Alright, we’ve heard that adopting IFRS is coming, it’s for 2011. It is a huge task and we don’t have a lot of
time. We do have to come up with comparative for 2010. In essence we need to be done a year from now. It’s a
very important issue for the Canadian Institute of Actuaries. Collaboration with the federal/provincial regulator,
our accounting friend as well as the ASB is key. We’ve heard from Peter that we do have to divide the liability
contract into the three main IFRS, IFRS 4 for insurance contract, 39 for financial instruments and IAS 18. We’ve
also heard that under Phase I insurance contract may be valued in accordance with existing local standards so
expect that to be CALM for life insurer pursuant to the accounting policy adopted by the reporting entity until a
common international standards is developed which is Phase II, so most of my comments will be under Phase I.

In essence, for insurance contract IFRS assumes continuation of the current accounting policy as the starting
point and it also prohibits changes in accounting policy unless it improves relevance or reliability without
diminishing the other. That’s what we’ve heard from Peter as the more reliable and no less relevant or more relevant
and no less reliable test. Another important point to note is that IFRS does not contemplate any professional
reports such as the report of the appointed actuary or the insurance liabilities to be included in the financial
statements, the published ones that is. All items in the public financial statements are management estimates and
management is responsible for them. Management may of course rely on experts in particular professions or
specialties in arriving at those estimates so we do expect to be still busy for the next little while. In addition, the
only opinion published is the one from the auditor so those are big changes.

Some of our ongoing assumptions, guidelines and expectations is that as far as the practice council is
concerned, is that we don’t expect changes to the insurance act from the federal regulator. We also have heard that
there is a strong desire for statutory statements to be the same as the public financial statements. We have also heard
that no changes to the current valuation of insurance contract should really occur under IFRS 4. It is recognized
that accounting and valuation of financial instruments and service contracts under IAS 39 and 18 will change
under IFRS and we’ve heard the ASB does not plan to issue any standards regarding the valuation of these contracts
but the Practice Council will write some educational notes or modify the international guidance to provide such
guidance. We expect that if the policy liabilities for these contracts under CALM differs from the value under
IFRS then there will be a requirement either to the required capital or the available capital. We expect that the
appointed actuary will still need to calculate CALM policy liabilities for all contracts. We expect a need for an
appointed actuary’s opinion with respect to the regulatory and capital requirement returns. Again, we expect no
changes to the AA report, DCAT and other responsibilities set out in the act. So in essence the AA report would
be similar to today’s report but would reflect the fact that any differences between IFRS policy liabilities and
CALM policy liabilities would be reflected in the MCCSR calculation.

What is the role of the CIA in all of this and where is it going in the future? The CIA has played and will
continue to play going forward a strong role in providing a technical framework for the sound financial
management of insurers in Canada. We believe strongly in the role of the appointed actuary and the benefit it has
brought to Canadian insurers in the area of solvency, risk management, policyholder governance and financial
oversight and disclosure. With respect to participating policyholder governance and emerging adjustable policy
governance and the need for several actuarial opinion to support this under Bill C-57 we see a continuing and likely
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increasing role for CIA governance including standards and guidance notes that our clients apply in practice. With
respect to OSFI mandated solvency oversight, DCAT and MCCSR and other regulatory based capital assessments,
and I forgot AMF in my discussion, we see an increasing role for CIA governance. The increasing aspect would

come for more prevalent use of models and risk based assessment technique to assess regulatory required capital
and asset adequacy and to determine potential adjustment to available capital to the extent that an IFRS balance
sheet is different than what is expected.

A role for appointed actuary to oversee and opine in these areas is appropriate and will need governance
including standards and ed notes. We’ve heard from Peter today that the CIA has clearly stated its intention to fully
converge to IFRS. The IASB will oversee IFRS which oversees as stated that an option of IFRS means an option
of the full international standards with no national variation or limitation when all these standards are
implemented. The CIA has specifically said that they are adopting IFRS as is without modification with the
intention of avoiding any national variant of IFRS. They have also said that by IFRS allowing a range of choices
they will specifically avoid restricting free choices amongst the options.

With respect to IFRS, the role of the CIA is as follows. Strongly influence development of IAA guidance that
has transnational applications and will be more and more involved, as well as development of guidance papers,
educational notes, on application of IFRS to Canadian situations. For Phase I, so between now and 2011, the CIA
intends to publish educational notes with the explicit assertion that the guidance is consistent with CIA’s standards
of practice and IFRS. The CIA strongly supports the IAA in its effort to create high quality actual guidance that
will be used around the world by actuaries doing work under IFRS. We encourage the IASB to establish a formal
structure for providing actual guidance to supplement the insurance contract standards. Such a structure would
further the goals of international consistency and comparability by avoiding a situation where each country defined
its own version of actuarial valuation. We recommended that the IASB designate the International Actuarial
Association as the organization to provide supplementary actuarial guidance. So in essence the CIA strongly
supports the goal of consistency and comparability of reporting. In a perfect world, I know Mike Hale wants this,
the CIA would like to adopt IAA guidance as our own. If so, we would need to consider which paper should be
adopted as standards of practice, educational note or just literature for actuaries to consider. If we do decide to adopt
the IAA guidance as standards or practice or ed note we would have to decide whether or not to restrict the options
allowed in the IAA guidance. As any such decision is taken, consideration will be strongly given to what action is
being taken by accounting and actuarial bodies elsewhere in the world with respect to such IAA guidance. At this
time the Practice Council does not intend to restrict the range of options. We prefer to publish guidance on how
to implement the choices available. Many FCIA believe that should the IASB or Practice Council impose
restrictions and/or eliminate available options under IFRS in order to narrow the range of practice in Canada it
would make it more difficult to work in a global environment. It could also run the risk of making Canadian
insurers less competitive. Further, some members believe that even educational notes may be in fact binding and
it has been suggested that any additional guidance should at most be considered research papers. So clearly this
will need further attention. We have been in discussion with the role of the Appointed Actuaries Committee and
we have an understanding that for 2011 in Phase I we will be publishing educational notes.

What is the CIA actively doing? Critical success factors in order to get ready for IFRS are knowledge transfer
from the various subject matters within the CIA and that is ongoing. Education of the membership, there is a lot
happening today and tomorrow and we’ve had a lot of sessions internally within the CIA since June. Avoidance
of duplication of effort, I believe we have very close collaboration with our colleagues at the ASB and the other
parties involved. Effective communication internally and externally to the CIA, we reached out to our accounting
friends as well as the federal and provincial regulator between Nick and I and Charles we’ve updated the board at
least three times on our development on IFRS. That will be ongoing. We are reviewing all relevant standards of
practice and we are working closely with the Actuarial Standards Board.

The Practice Council will deal with IFRS matters within Canada and be responsible for normal process for
submission by the CIA. The current process for International submission by the CIA will continue under the
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responsibility of the Committee on International Relations. We’ve heard from Nick today that the ASB is working
towards November 1st, 2009 as the latest date for promulgation of revisions to the CSOP and the Practice Council
concurs with the need to meet that timeline for the production of guidance material. It is very important to us and

we are committed to that timetable so we have a lot of work to do in the next little while. The initial review of all
IASP is ongoing and will be completed, the initial review that is, over the next six weeks. The PC has a lot of
talented and dedicated members and I’ll rely heavily on Lesley, Ralph Ovsec, Ty Faulds, Josephine, Steve Easson,
Daniel Pellerin, Marie Helene, Claudette, just to name a few. I also want to thank the 17 or so volunteers who gave
their name to Mike Lombardi and said that they wanted to be involved. Some of you we’ve already reached out
to and we will reach out to all of you in one way, shape or another. Having said that, good friends at CLIFR,
PCFRC and the role of the AA, will make sure that you are involved. In two weeks on October 6th the Practice
Council is meeting with all chairs of all committees and task forces in order to line up our strategy. I just wanted
to give you a heads up as well on some of the papers that were published lately by the CIA. They are available on
the CIA website. First is the document that we sent to our accounting friends a document, an exposure draft
Adopting IFRS in Canada. The second one is to the IAA Risk Margin Working Group. We commented on
measurement of liabilities for insurance contract, current estimate and risk margin and Lesley has a session on this
later today. The last one is a discussion paper, Preliminary Views on Insurance Contract which was published in
November 2007.

One other committee that is really, really busy is the committee on Risk Management and Capital
Requirement. It is chaired by Denise Lang and the committee is working on actual technique in the area of risk
management for life and P&C insurance and appropriate measurement base for risk in capital. They have issued
a really good paper on risk assessment models just in August of 2008 and the committee is hosting a session this
afternoon where they will be talking about interest rate modeling and credit risk modeling.

Regarding potential changes to CIA guidance, again, we expect a high level of comparability and consistency
of practice. The IASB will be the natural starting point and likely may in fact become the primary guidance. By
2009 we expect to have educational notes or research papers on all of these issues, classification of contract, testing
of liability adequacy, current estimates, those are the ones we’re going to start with, the first three especially
classification of contract and Johanne Papillon, member of the task force on international accounting and actuarial
standards will be discussing classification of contract later today and that session may actually be good for both
life and property, casualty actuaries. Nick has referred to some of the others, the par features of insurance, tax
provisions, but really the main focus initially will be on classification of contracts, testing of liability adequacy and
current estimate.

Finally, with respect to disclosure the implementation of IFRS by 2011 does bring requirement pretty early
by December 31st, 2008 additional disclosure is needed with respect to the plan for conversions and what effect
the enterprise anticipate will arise with the change and by 2009 you will need to do the same thing but a greater
degree of quantification. Finally, Peter gave us a heads up to the Canadian Performance Reporting Board is
developing best practice guidance to supplement the CSA requirement and this should be coming very shortly.

Thank you all.

(Applause)

Moderator Bauer: Thank you Peter, Stuart and Jacques for your excellent presentations. We have perhaps two
or three minutes left for some questions. If you wish to ask a question please come to the microphone and state
your name en anglais ou en français. Obviously, this panel has excited really lively interest. Sorry, Stuart go ahead.

Speaker Wason: Can a panelist ask a question Nick?

Moderator Bauer: Sure.
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Speaker Wason: Okay. I just wasn’t quite sure what I heard from a couple of the presenters about, I know we’re
going to identify separately investment contracts from insurance contracts. I know we talked about the provisions
of the ICA remaining much the same so there might need to be an opinion over all the policy liabilities. But then

I thought I heard words saying that CALM would be applied across all the contracts whether they be investment
contracts and insurance contracts. I wasn’t quite sure I heard that correctly and I’m always looking for clarity. I just
wanted to know how that was going to work.

Moderator Bauer: If I were the guilty party who was heard to saying anything like that then I want to immediately
clarify that is not the case. I never intended to say any such thing. CALM or P&C standards will apply to insurance
contracts, IAS 18 to service contracts, IAS 39 to financial instruments other than service contracts. Lesley.

Ms. Lesley Thomson:Hi, just to pick up on that. I did notice one thing on one of your slides Nick you suggested
that would imply that investment contracts would not be measured in accordance with accepted actuarial practice.
We have to be, I think we have to be very careful not to say any such thing because the actuary is still going to
have sign that the valuation is prepared in accordance with accepted actuarial practice. It is maybe semantics but
it’s important. We have to make sure that accepted actuarial practice encompasses the idea that we follow IAS 39
for investment contracts.

Moderator Bauer: I was hoping not to get too deeply into that particular subject but I agree with you that on
the one hand somehow you do have to sign and yet as far as I’m concerned IAS 18 and IAS 39 as matters currently
stand are clearly different from accepted actuarial practice. So as I said, this will be one of those issues that we will
be grappling with and hopefully we will come up with an answer that is satisfactory to all. Jackie.

Ms. Jacqueline Friedland:What happens to audit guideline 43, is it gone or …?

Moderator Bauer: I think Peter you had better handle that question.

Speaker Martin:Well actually I’m not really the right person to be answering that. This is sort of an inside thing
with us accountants but I work in the development of the standards for actually preparing and presenting the
financial statements. There is a sister board with its own staff that deals with auditing and assurance questions but
what I understand is that auditing guideline 43 I think is a subject for discussion by the Auditing and Assurance
Standards Board so where that’s going to end up I’m not sure and I’d have to ask them.

Ms. Thomson: Just to clarify actually I think Stuart what you heard Nick say was that he was under the impression
that OSFI was going to require a valuation of all policy liabilities including investment and service contracts under
CALM. However, we haven’t heard any such thing; you never said any such thing. Do you have any indication of
where OSFI might go on that respect? Nick was saying it was in relation to capital requirements not the liability
that goes onto the financial statements but still it would be important for us to know what we’re going to be
dealing with there.

Moderator Bauer: Thanks. You’re right; you didn’t hear it in my speech. I’m not trying to be cute there. We
haven’t covered it in the speech because I thought it was important, OSFI thinks it’s important to understand the
views of the experts in the profession as well so appreciate your views over the next couple of days here and then
we’ll go forward.

Moderator Bauer: One more question.
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Mr. Pierre Laurin: Jacques indicated …

Moderator Bauer: Sorry could you state your name again?

Mr. Laurin: Yes, Pierre Laurin. Jacques indicated that the appointed actuary’s report will not be part of the financial
statement anymore. I had a little bit of a bell ring in my head saying does that mean that the, and he also mentioned

that the company can actually book their own estimates to the liabilities, does that imply that the company can
actually book materially different numbers as compared to the appointed actuary’s in their financial statements?

Speaker Tremblay: At this point everybody wants one set of financial statements, the public financial statements
to be the same as the regulatory statements. It is what it is which is now its management estimates and there is no
opinion. The only opinion is the one coming from the auditor but we do expect the federal regulator will still ask
an opinion from the AA. He will have to opine on the total balance sheet which is the capital plus the balance sheet
and the income statement.

U-M: So there is still a requirement under the act for it to be filed by the actuary in conjunction with the financial
statements on an annual basis. That has to go to policyholders and shareholders. Is it technically part of the financial
statements? No, but must it be filed with, yes is the answer so that will still be required.

Mr. Laurin: I’m still not hearing that the company cannot book materially different numbers because right now
under current standards with the actuarial opinion into the report, companies cannot, it has to be higher than our
numbers so I think materially higher than us and what I’m hearing here is that our report will be submitted but
no statement or numbers themselves can become management estimates.

U-M: The current situation is that very few differences have occurred in the past. There have been some and just
comparing notes with my regulatory counterparts across Canada and that we would agree with that statement, there
are occasionally some differences believe it or not but for the mainstream of us in the audience we would not
expect to see any material differences but technically its possible.

Moderator Bauer: I think we can pursue this conversation if needed over coffee. I think this session is now
terminated. Thank you very much for your attention.

(Applause)
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