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To:  Actuarial Standards Oversight Council 
 
From:   Actuarial Standards Board 
 
Subject: Response to specific comments made in the petition to ASOC  
 
Date:  May 17, 2011 
 
Introduction 
 
This supplements the report from the ASB to ASOC dated May 17, 2011 which reviews the ASB’s 
compliance with due process in the recent adoption by the ASB of Standards of Practice for the 
Capitalized Value of Pension Plan Benefits for a Marriage Breakdown (Section 4300). That report is the 
report required under paragraph 2 of ASOC’s Due Process Review Policy and contains the information 
requested by that policy. 
 
The ASB thought it might be helpful to ASOC if the ASB responded to the specific comments contained in 
the petition to ASOC, and this response is contained in this separate report. 

 
Response to statements in petition 
 
(Statements in the petition are in quotations) 
 
1. “We are not convinced that it is in the public interest to adopt a standard of practice that prescribes 
assumptions to be used that the relevant practice committee and many practitioners view to be 
inappropriate, particularly in a practice area where the actuary (sometimes under oath in a courtroom) is 
routinely expected to certify that in his or her own opinion the resulting values are fair to the parties and 
appropriate under the given fact circumstances.” 
 
ASB response  
 
As illustrated below, the major assumptions in the revised Standard of Practice are not materially different 
from those in the former Standard of Practice. The changes that have been made to the major 
assumptions reflect more current economic conditions. 
 
A March 2008 submission to the ASB by the Actuarial Evidence Committee contains the following 
statement: “The current (i.e. those in the former standard of practice) economic assumptions applicable to 
Marriage Breakdown valuations are very well accepted both externally (plan members, spouses, the 
family law bar and judges) and internally (within the Actuarial Evidence Practice area) and there is no 
pressure from the affected parties for major changes to the economic assumptions.” 
 
Interest 
 
Former standard:  
First 15 years: Long term Government of Canada bond rate plus 0.50% rounded to the nearest 0.25% 
After 15 years: 6% 
 
Revised standard: 
First 20 years: Long term Government of Canada bond rate plus 0.50% rounded to the nearest 0.10% 
After 20 years: 5.50%
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Inflation 
 
Former standard 
First 15 years: Break Even Inflation Rate (BEIR) plus 0.25% 
After 15 years: 2.75% 
 
Revised standard 
First 20 years: BEIR 
After 20 years: 2.25% 
 
Note: The Break Even Inflation Rate or BEIR is defined as the difference between yields on non-indexed 
and real return long term Government of Canada Bonds. In the revised standard the inflation assumption 
is described explicitly. In the former standard the inflation assumption was not explicitly stated but there 
was one discount rate for non-indexed plans and another discount rate for indexed plans. The (implicit) 
inflation assumption was the difference between the two discount rates. 
 
The ASB considers that the difference between the assumptions in the former standard and those in the 
revised standard are very small, particularly in the first 15 years, and are more reflective of current 
economic expectations. If the assumptions in the former standard were “very well accepted”, it is hard to 
understand why the assumptions in the revised standard should be considered “inappropriate.” 
 
 
2. “The ASB did not approach the AEC to discuss or obtain information regarding the AEC’s concerns 
with the December 2009 and June 2010 revised exposure drafts of proposed changes to the MB-SOP, 
despite the AEC communicating to the ASB that it had great concern about each of these proposals. We 
believe that it is not acceptable for the ASB to develop standards of practice for a practice area without 
discussing such changes with the relevant practice committee.  This is particularly concerning in this 
instance since none of the members of the ASB currently practice in the actuarial evidence field with 
respect to marriage breakdown.” 
 
ASB response 
 
As described in the main report to ASOC (see, for example Appendix H), there were a very large number 
of meetings and discussions with actuarial evidence practitioners. Most of these occurred in 2008 and 
2009.  
 
When the first revised exposure draft was published in December 2009, all CIA members were invited to 
comment. The ASB received 19 comments from 16 members, as well as a submission from the Actuarial 
Evidence Committee. These comments were considered prior to approval of the second revised exposure 
draft in June 2010. In addition, prior to the approval of the Second Revised Exposure Draft, Dave Pelletier 
contacted Michael Kavanagh to advise him of the ASB’s plans and provide him with the opportunity to 
comment. The (oral) comments back were limited to the observation that the ASB’s approach was not 
scientifically proven and that some of the language in the cover memo should be toned down. 
 
Again, following the publication of the second revised exposure draft in June 2010, all CIA members were 
invited to comment. Ten comments were received. The Chair of the Actuarial Evidence Committee made 
a brief (one page) written response to the Second Revised Exposure Draft saying in part that the 
Committee was opposed to this Exposure Draft, and requested more time for the Committee to make a 
fuller response. The deadline extension was granted, but nothing further, other than finally a one-
sentence reiteration of opposition after attempts to follow up, was received from that Committee. 
 
  
3. “The ASB ultimately adopted the 2nd Revised ED-MB-SOP (with non-material changes) despite a 
written submission from the AEC that the approach used was not acceptable to the AEC.” 
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ASB response 
 
As noted above, the written submission was brief (one page). Nothing further, other than a one-sentence 
reiteration of opposition after attempts to follow up, was received from the Actuarial Evidence Committee. 
 
 
4. “Neither the various Exposure Drafts nor the final MB-SOP documents issued by the ASB included or 
made mention of comprehensive testing of the consequences of the proposed and ultimately prescribed 
assumptions.  We believe that it is not appropriate due process to implement a Standard of Practice 
which affects specific interests of the public without performing thorough testing and analysis of the 
results over a spectrum of plausible economic scenarios.” 
 
ASB response  
 
The ASB’s Due Process does not require “thorough testing and analysis of the results over a spectrum of 
plausible economic scenarios” and such testing does not usually take place for any new or revised 
standard. Further, as noted in section 1 above, the changes to the major economic assumptions are very 
small, particularly in the first 15 years. As a result, the ASB did not consider that “comprehensive testing 
of the consequences of the proposed and ultimately prescribed assumptions” was necessary.  As 
discussed in the cover memos to the various exposure drafts, the ASB did provide extensive rationale for 
the basis for the economic assumptions. 
  
 
5. “The ASB is currently reviewing its Due Process because of concerns raised in recent months.  We 
believe that it is appropriate to revisit the revision of the MB-SOP under an improved Due Process.  
Specifically, we believe that a new Designated Group should be formed for the review and that this new 
Designated Group include qualified and experienced Marriage Breakdown practitioners. “ 
 
ASB response 
 
As communicated to ASOC and to the CIA Board, the ASB did embark on a review of its Due Process to 
determine any areas for improvement.   While some have been preliminarily identified, this work has been 
suspended until completion of this review of the CVMB Standards in case others are identified as a result 
of that review. 
 
As described in the main report to ASOC, this standard has been looked at by two task forces and the 
ASB over a period of at least 10 years. Each summer the ASB sets its plans and priorities for the 
following 12 months and it plans to do so again later in 2011. However, in light of the fact that the 
changes to the former standard are modest (reflecting primarily the drop in interest rates and inflation 
since the former standard was adopted), and in light of the time spent on this standard over the last ten 
years (or more), it is unlikely that a further review of this standard will be given a high priority for the next 
year.  Any further review could best take place after it has been in force for a couple of years to see what 
issues have developed from its utilization by practitioners.  
 


