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Moderator Denise M. Lang: Okay, well I’m glad to see such a good turnout for the last session of the meeting but we are going 
to talk today about the solvency framework that’s evolving in Canada. So, I’m going to start. My name is Denise Lang and I’m 
Chair of the CIA Solvency Framework Sub-Committee. We are a Sub-Committee of the Committee on Risk Management and 
Capital Requirements and I’ll start with giving you a bit of background on the work that the Sub-Committee has been doing 
and we’ll talk a bit about the approach plan to evolve the Minimum Continuing Capital and Surplus Requirement (MCCSR) 
framework into an economic balance sheet approach. And then Sylvain St-Georges will talk about the need for change and the 
purpose of capital which are a couple of the items we’ve worked through as we’ve started this work and then I’ll talk about the 
principles that we’ve been developing for risk-based economic capital. And also give you a little bit of a preview on some of the 
practical issues that we’ve been wrestling with and some of our thoughts there.

So in terms of this background section, what I’m going to talk about is the comprehensive risk-based capital framework that 
is being developed internationally. I’m just going to give you a very brief introduction on that because there was a session on 
that this morning and talk about what the CIA Solvency Framework Sub-Committee is doing. [Editor’s Note: Refer to PD 5709 
“Emerging Insurance Company Solvency Frameworks”.] And then I’m going to talk about the advisory committee that is in 
the process of being developed, a bit about that committee and some of the issues they’ll be dealing with, as well as the strand 
approach to evolving MCCSR that we see.

So, the international direction is toward comprehensive model-based risk-based capital frameworks and if you were at the ses-
sion this morning, you heard about the work that’s been done by the IIA on developing economic risk-based capital framework 
and the International Actuarial Association’s (IAA’s) book titled “Global Framework for Insurer Solvency Assessment”. As well, 
the banks have been developing risk-based capital on an economic basis through the Basel II approach. Also some of the Euro-
pean countries are actually in the process of implementing this type of capital framework. The UK has started implementation, 
the Dutch and the Swiss are working on frameworks to be implemented in 2006, and there are other countries in Europe also 
looking at developing economic frameworks.

The CIA’s Risk and Capital Committee established their Solvency Framework Sub-Committee to develop this model-based frame-
work in the Canadian context. So what we’ve done, as I’ve mentioned, we’ve articulated the need for change and the purpose of 
capital. And we focus most of our time on developing the key principles for risk-based capital. Now we started with researching 
the international developments and building on the international principles. So, we’re not developing something new here, 
we’re trying to build some consistency with what’s been done internationally. And copies of our document that outlines those 
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areas, are at the back of the room, and will be available on the CIA website shortly. We’re working on getting a page on the CIA 
website set up for our working group where we’ll be able to post documents as we’re working through them.

We’re now in the process of gathering feedback on the principles and we’ve met so far with the Canadian Life and Health Insur-
ance Association (CLHIA) Solvency Committee, with the regulators, and with the P&C Financial Reporting Committee. And 
we’ve also identified a number of practical implementation issues. We thought it was important before we start developing the 
details of this framework, to actually think through, what are some of the practical issues that people are going to face in im-
plementation and how will we address them as we develop the framework? So that’s some of what we’re doing now, and we’re 
also defining some of the key elements that will support each of our principles.

In terms of background, a number of the large insurers and reinsurers are developing this type of framework for internal capital 
management, and their capital adequacy assessment. In particular, the large insurer holding companies are in discussions with 
OSFI on developing an appropriate risk-based capital framework at the holding company level. There’s a significant amount 
of interest in this work, and from the discussion we’ve had so far, there’s good conceptual support for the direction and the 
principles.

We haven’t found any real objections to what we’re proposing. There have been a number of questions from people to try to 
understand where we’re going and what it will mean to them. I think we’ll start to see some debate once we get into details, and 
people can start to think about what’s this going to mean for my company, and how would we apply this.

So the two groups we’re looking at, there’s an existing group, the Solvency Framework Sub-Committee that I’ve talked about. So 
as I mentioned, we’ve been focusing to date on principles and practical issues, and we’ll be expanding this work to more technical 
methodology in model development. We will need support from companies to help us develop and test the approaches, and we 
anticipate that there will be a need to start several working groups when we move this forward to focus on various risk issues.

Now, we’ve had some discussions about setting up an advisory committee to help us with this work. We’re expecting to have 
representatives from the key stakeholders, the regulators, the CIA, the CLHIA, et cetera. And this group will help us to set 
direction and provide advice as we’re working through the issues. And one other thing I’ll mention is, in the paper that you 
got copies of that are at the back of the room, the mandate that we set for this Sub-Committee was very broad. We intention-
ally set a broad mandate when we started, and an aggressive timeline because we felt that when we start going with this work, 
it would be further defined. So, our intention is once we get this advisory group up and going, and we have discussions with 
them, we’ll refine the mandate for the sub-committee as we go along, and look at what are our priorities and objectives for 
moving this forward.

So, the Advisory Committee is the forum to build consensus of all the key stakeholders on the direction of the framework. I mean, 
building the consensus is going to be very important because the changes we’re proposing are going to fundamentally change 
the way that we look at solvency assessment. The intention is to have all the key stakeholders represented on the advisory com-
mittee, so we can get different perspectives on the table and get feedback on our suggestions as we are working through this.

The advisory committee will provide us with advice, and make sure that we’re consistent with the broader objectives, and help 
us develop objectives and priorities. The advisory committee would help us remove roadblocks, help us to get resources to 
help move the work forward, and to resolve issues. And since the regulators will be involved on the advisory committee, we’ll 
be working with them on a regular basis to provide input to the regulators and get input from the regulators. We also have a 
representative from both the Office of the Superintendent of Financial Institutions (OSFI) and Autorité des marchés financiers 
(AMF) so we’re discussing this with the regulators as we’re moving along.

So this next slide shows you the strand approach that we see to MCCSR evolution. Basically, we see three strands, the first strand 
is: continue to make short-term maintenance type changes to the MCCSR, to address areas where there are significant issues with 
a particular component in the MCCSR. This will be changed like the new mortality capital formula that’s being implemented in 
2005. We would expect those changes to be in the short term over the next year too.



CIA Solvency Framework Sub-Committee MCCSR in the 21st Century (Session 6613) 3

Proceedings of the Canadian Institute of Actuaries, Vol. XXXVI, No. 2, June 2005

The second strand is the introduction of more advanced model-based approaches for specific risks and basically these are risks 
where the MCCSR doesn’t reflect the risk very well. And John Brierley was earlier talking about how they’ve applied economic 
capital yesterday. He used the example of C-3 risk. For a company that has a high level of T-100 and level cost of insurance 
(COI) universal life insurance (UL) in their block, the C-3 risk capital is likely not sufficient, whereas for a company that has 
a broad range of products, a lot of annuities and participating (par) insurance, the C-3 capital is likely too much because it 
doesn’t reflect the company’s characteristics, and how they manage interest rate risk very well, so I think that would be one of 
the higher priority areas for looking at companies specific model-based approaches to capital in the medium term. We would 
see medium term as being sort of 2006-08 timeframe.

And then strand three would be a longer-term comprehensive solvency framework that we would think take at least five years to 
develop completely. So, for each risk, we would develop a standardised or basic approach that any company could implement, 
and one or more advanced approaches and most of those advanced approaches would require models to model the risk.

Now, the standardised or basic approach could take a number of different forms depending on the risk. It could be a simple 
factor approach, like some of the MCCSR components. It could be a formula. For example, the new approach now to mortality 
capital is the formula, it’s a little bit more complicated than the current factor approach, it could be something like that. Or it 
could be running valuation on different assumptions, or another approach that would be reasonably easy for any company to 
implement.

So, a few of the issues that the advisory committee will be discussing when it starts to meet, would be looking at having dual 
advanced/basic approaches. So, if we have both basic and advanced approaches, we’ll have different companies using differ-
ent methodology and we want to make sure that a company that is using the basic approach isn’t at a significant competitive 
disadvantage. So, we’ll have to need to make sure that they’re all realistic approaches.

Cost is going to be a significant issue, because there is not only the cost to develop and test of models, there is going to be the 
cost to get the regulator’s approval of the models and acceptance as well as increased oversized costs. So we’re looking at how 
we can manage the costs but I think also in addition to the costs, companies need to think about what are the benefits you’re 
getting out of it. Because the benefit is lot more than determining your total balance sheet requirements (TBSR) for solvency. 
You can get a lot of good information to measure performance, manage your performance better, and to make better risk/return 
based decisions, so I think we need to look at the fact that yes, there will be costs and we will want to manage not only how big 
they are but we also have to look at the other benefits companies will get from doing this.

The current MCCSR ratio approach doesn’t work very well if you’re in a total balance sheet requirement world. So, if you’re 
determining the total balance sheet requirement, the capitals essentially is the difference between that amount and what’s in 
your reserves. Just taking a capital ratio, like MCCSR doesn’t work too well, so we need to think about how we develop good 
ratio type metrics, so you can have a single ratio that gives you an idea of the financial strength and the advisory committee will 
help us determine the priorities and objectives as I’ve mentioned for developing more advanced approaches.

So, in terms of helping us articulate the direction and priorities, there’s a couple of current issues that the advisory committee 
will, will want to look at. Things like the role of negative reserves and the cash surrender value (CSV) deficiencies. The CIA risk 
and capital, I actually talked about this a bit at our meeting last week. There’s questions like, should negative reserves, and CSV 
deficiencies, be treated any differently? Should there be a minimum capital requirement so that your capital plus the reserves at 
least equal to the cash value. Would you do that at a product, or a policy or a block level? So, there are a number of questions 
there that need to be looked at and answered.

For financial instruments, the accounting changes that are going to be effective January 1, 2007, will have a significant impact 
on the MCCSR ratios for companies. Basically, no change in the financial strength, but your MCCSR ratio is going to change 
when you fair value a fair bit of your assets and your liabilities change.

Allan Brender mentioned this, this morning, that OSFI has just started to look at this, and how would we calibrate the MCCSR 
to be appropriate. Probably the treatment of reinsurance ceded is another current issue to struggle with. A couple of other 
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things we’ll want advice on is how to deal with operational risk in the MCCSR – I know OSFI is starting to think about this, 
they haven’t gone very far in their work, but will need to get involved in that as well as looking at how to reflect diversification 
– and concentration risk in the capital requirements.

So, I’m going to pass it off to Sylvain and he can talk about the need for change, and the purpose of capital.

Speaker Sylvain St-Georges: Good afternoon, I will do my presentation in French, as you will see the slides are in English so 
if you have a translation device, you will be able to follow the discussion.

La première question qu’on s’est posée, c’est pourquoi envisager le changement? Alors premièrement, il y a eu des développe-
ments récents qui pourraient influer ou qui influeront sur l’approche canadienne. Premièrement, il y a eu un établissement de 
cadre de gestion de risque d’entreprise et de capital économique qui est en cours dans différentes compagnies. Il y a aussi bien 
entendu l’élaboration des normes comptables d’assurance internationale, comme vient de dire Denise, qui pourrait avoir un 
impact, qui a déjà un impact. Ensuite, il y a le recours croissant au modèle stochastique qui a déjà été établi, implanté pour les 
fonds distincts au Canada qui est en train d’être développé aux États-Unis aussi et dans différents produits. Il y a des tests et des 
approches de l’évaluation de la solvabilité qui sont mis au point dans d’autre pays, Denise en a parlé au début de sa présentation 
aussi. Il y a aussi d’autres éléments comme la mondialisation des assureurs, des marchés financiers, de la surveillance, les besoins 
croissants transparents à la communication des risques; une approche basée sur les risques économiques pourrait fortement 
aider. Puis tout ça est basé aussi, développé à partir de la position actuarielle internationale dont le document de l’Association 
Actuarielle Internationale.

Il y a aussi des développements au Canada depuis quelques années, en fait, depuis que le MMPRCE ou la MFSP au Québec 
ont été développés. Il y a eu des changements comme la méthode de l’évaluation canadienne qui a été changée pour le MCAB 
qui est fondé sur une méthode; sur les flux monétaires de l’activité du passif et avec sept scénarios. Il y a eu le développement 
de l’examen dynamique de capital ou le changement de la norme de la DFC. Il y a eu des nouvelles composantes qui ont été 
rajoutées à la formule ou ont modifié la garantie des fonds distincts qui est un ajout. La composante de déchéance aussi, qui 
n’était pas là au début. Aussi tout récemment l’ajustement pour les produits indexés avec les transferts de risque aux assurés 
où il y a un transfert de risque aux assureurs. Puis actuellement où il y a le développement pour la composante de la mortalité. 
Il y a aussi depuis que le MMPRCE a été mis en place, l’installation d’un nouveau cadre de surveillance fondé sur les risques 
et appliqué par les organismes de réglementation. Puis l’imposition d’un niveau cible de fonds propres qui est basé sur un 
minimum qui n’était pas là au début.

Le cadre actuel comporte des faiblesses et il y a des améliorations qui ont été notées et qui pourraient être apportées. Première-
ment, tous les risques ne sont pas examinés ou mesurés de façon explicite dans le cadre actuel. L’approche factorielle ne tient 
pas correctement compte de certains risques, les stratégies d’atténuation des risques doivent être prises en compte de façon plus 
explicite, par exemple la couverture et la diversification des risques qui aurait la possibilité d’amélioration et puis les niveaux 
de cible réglementaire sont ?? (17:03) de façon implicite pour tenir compte de risques non couverts mais d’une compagnie à 
l’autre, le fait d’y aller en fonction du ratio acquis, ça ne reflète pas nécessairement le risque de chacune des compagnies. En 
plus, on pourrait ajouter qu’il y a d’autres outils dont le DSI qui pourrait être utilisé de façon plus efficace avec la formule. Puis 
le niveau de confiance rattaché au passif et aux exigences du capital n’est pas connu.

Avec tout ça mis ensemble on se rend compte que le temps est maintenant propice pour envisager la modification complète 
du cadre canadien pour l’évaluation de la solvabilité. Et pour en arriver là, on tient compte des tensions externes et le besoin 
d’améliorer davantage l’approche actuelle. En plus, en tenant compte des longs délais qui seraient nécessaires pour mettre au 
point, élaborer, mettre à l’essai et appliquer le cadre. Mais tout ça mis ensemble, c’est comme ça, c’est comme de fait il faudrait 
agir maintenant que plutôt de réagir. Et ainsi l’approche canadienne pourrait demeurer à l’avant-plan comme elle était au début 
quand elle a été élaborée.

Alors, maintenant que nous avons déterminé les besoins, les questions qu’on s’est posées au sein du comité c’est : « quel est le 
but du capital? » Alors, l’objectif principal de la formule de capital fondé sur les risques, c’est de faire en sorte que le bilan total 
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d’un assureur soit suffisant et sain. Dans ce cas-ci, puisque l’accent est placé sur le bilan total quand on mentionne le capital 
comme vient de nous dire Denise, c’est tout ce qui dépasse le passif actuariel ou la raison.

Il y a différentes façons de voir le but du capital. En effet, il y a deux points différents car il y a plusieurs intervenants qui sont 
intéressés par la solvabilité des assureurs, notamment les propriétaires, les créanciers, les agences de cotation, les titulaires de 
police et les organismes de réglementation. Alors on peut regrouper un petit peu les attentes qui ne sont pas nécessairement les 
mêmes mais qui sont similaires. Alors les propriétaires, c’est semblable aux créanciers et aux agences de cotation, alors que les 
organismes de réglementation ont des attentes similaires à celle des titulaires de police. Alors, c’est pour ça qu’on a mis cette 
section en deux points de vue, ceux des points de vue principaux; ceux des propriétaires et ceux des organisations réglemen-
taires et des titulaires de police.

Au point de vue des propriétaires. Le premier point de vue, les propriétaires souhaitent que lorsqu’ils appellent les assureurs que 
certains éléments soient nécessaires pour obtenir la confiance afin d’assurer des marchés, des titulaires de police, des investis-
seurs et des organismes de réglementation. Un propriétaire souhaite aussi que le capital ne soit pas à ce point conservateur que 
la société soit désavantagée par rapport à d’autres institutions concurrentes. Les propriétaires veulent légalement le capital qui 
permet de mesurer le taux de rendement de leurs investissements, qu’il soit disponible pour financer des nouveaux produits et 
la croissance de la société. Et qu’il soit suffisant pour protéger l’investissement et permettre à la société de poursuivre ces activités 
même pendant des périodes de résultats défavorables. 

D’un autre coté, il y a le point de vue des organismes de réglementation et des titulaires de police. En fait, eux ils souhaitent que 
la société possède un capital suffisant pour mettre les titulaires de police et les déposants à l’abri en cas de cassure; subsiste suf-
fisamment d’argent pour couvrir leurs engagements, vise à encourager les sociétés, à éviter des niveaux des risques qui seraient 
non souhaitables à leur point de vue, au point de vue des titulaires de police, et un capital suffisant pour promouvoir une culture 
de mesure et de gestion des risques au sein de la société et enfin le quatrième, c’est d’alerter les organismes de surveillance au 
sujet des tendances nouvelles du marché en voyant la formule « bouge dans le temps ». Puis enfin fournir aux organismes de 
surveillance une ?? (21:46) qui leur permettra d’assumer le contrôle des sociétés en faillite ou sur le point de l’être et puis faire 
en sorte que les portefeuilles d’assurances puissent être transférés à un autre assureur.

En fait, ces cinq éléments-là pourraient être vus comme deux aspects, les quatre premiers on le voit que ça porte plus sur la 
continuité de l’entreprise alors que le dernier porte plus sur une situation de liquidation. Mais c’est certain que dans tous les 
cas, il faut que le capital soit suffisant pour prévoir une situation de liquidation mais, le fait que ??? porter sur une situation de 
continuité des affaires de liquidation puisse exiger des mesures différentes de capital.

Moderator Lang: Okay, I’ll talk a bit about the principles for risk-based capital that we’ve developed. 

So, in terms of these principles, we’ve identified several key principles that will articulate the future direction for developing 
risk-based capital within the Canadian Solvency Assessment Framework. We’ve researched and built on the best practices and 
principles used internationally in this work. The principles were developed assuming that risk-based capital is part of an over-
all framework that includes regulatory oversight, governance and risk management, disclosure and other risk analysis such as 
dynamic capital adequacy testing (DCAT) and equity management. 

Now, let’s some more to the three levels or three pillars that we talked about in the session this morning, basically this is the 
first piece of the risk-based capital piece that we’re talking about here in these principles.

Our first principle a risk-based economic capital approach will be used to determine the total balance sheet requirement. So our 
focus is on determining the total amount required on the balance sheet based on a risk-based economic capital approach. So 
how much do you need to provide for those risks with a high level of confidence? This would provide a consistent framework 
to assess the financial strength of the company, and to provide protection against insolvency.

A TBSR approach has the advantage that it’s effective regardless of the accounting basis so, if the accounting basis at the actuarial 
liabilities changes we can continue to use the same approach to your total balance sheet requirement, you don’t necessarily have 
to modify it. Whereas, as we’ve mentioned before with accounting changes, such as Financial Institution Accounting Commit-
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tee’s (FIAC’s) anticipated accounting changes that are coming in 2007, we’ll need to look at how do we modify MCCSR. So, 
that’s an advantage to this approach.

Under a total balance sheet approach the capital is the difference between the total balance sheet requirements and the amount 
in the liabilities. Now, so the TBSR approach effectively automatically takes into account how much conservatism we have in 
the liabilities in determining the amount of capital required. And while the distinction between how much in reserves and how 
much is capital is important, our focus is strictly on total balance sheet requirement. The issue of how that’s split will have to 
be addressed subsequently. Ultimately, we see that moving to economic approaches within all of the financial industry should 
help us build a more level playing field between different types of financial institutions. 

Our second principle is that all risks should be reflected, so we feel that an effective risk-based capital formula would reflect all 
of our risks including any off-balance sheet risks. Now this would not only include the financial risks such as market, credit and 
insurance risks but would also include your operational and strategic risks and the risks of any companies that are controlled 
by the insurer. 

The methodology that would be used in the degree of rigor would vary by risk. So in some cases you would use reasonable 
estimates for risks that are difficult to quantify and measure, for example, operational risk. It’s going to be difficult to come with 
a good approach to quantify your operational risk. Reflecting all risks doesn’t mean that we’re going to have detailed modelling 
for every operational risk, but that we want to consider all the operational risk in determining what’s a reasonable amount of 
capital for operational risk, and we’ll have to do some work on developing that as we go along.

The current regulatory approach of using a higher minimum ratio than 100 percent to implicitly take into account risks that 
are not in the formula, really doesn’t reflect how those risks vary from company to company. We think it’d be more effective to 
reflect all the risks, even if some of them are on approximate basis than to use an arbitrary scale-up. The appropriate amount 
of capital for each risk should depend on the risk not on the entity taking the risk, however as you work through this, you 
might find that it’s appropriate to use some different methodologies for different companies in your structure depending on the 
business characteristics and materiality. 

Principle three is that the determination of amounts of assets, liabilities, and total balance sheet requirement, should be on a 
consistent methodology. Now this doesn’t mean that you would use Canadian generally accepted accounting principle (GAAP) 
liabilities, necessarily. I know some people have taken that interpretation of what our document says. We’ll want to be careful 
to modify the wording. It doesn’t mean that you’re going to use Canadian GAAP liability basis to do this calculation. What it 
does mean is that you want to make sure that the asset, liability, and total balance sheet requirement, values are comparable 
when you do an overall solvency assessment, and that they produce consistent results.

And consistent methodology doesn’t mean necessarily the same methodology; they have to produce comparable values, consist-
ent values but if you’re going to use, say a stochastic model to determine your total balance sheet requirement it doesn’t mean 
you’re going to value your assets with a stochastic model. Not exactly the same method, but producing a consistent result.

And I’m going to talk a little bit about the methodology here for later, when we get to the later principles. Now if we have to 
calculate available capital, required capital on a ratio in the future, it’ll be important that we do have consistent values to do 
that, so the ratio has meaning. 

And Principle four is really important, the framework has to be practical, it has to contain enough flexibility so it can be effectively 
implemented by companies of all sizes. In order to do this, we’re thinking of doing something similar to the Basel approach 
where you have a standardized or basic approach, and one or more advanced approaches for each risk. And we want to build 
on the current tools that we have available as much as possible in developing some of these more advanced approaches. 

The standardized approach will be defined in a way that any company can implement it, and as I mentioned before it could use 
factors, formulas, re-doing your valuation on different assumptions. There could be a number of ways to do the standardized 
approach depending on the risk.
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And the more advanced approaches would require models in most cases. In order to use the advanced approach company will 
need to demonstrate that it has the capabilities to use that advanced approach but there would be situations where a company 
would be encouraged or perhaps required to use an advanced approach, if it has a significant amount risk in a particular area. 
That’s something we would anticipate.

Now risk models, which project the distribution for material risks, would be encouraged as much as possible, and we’d want 
companies to move in that direction over time. And it’ll also be important to develop models that are appropriate for the risk. 
Like we wouldn’t expect the same type of models to be appropriate for operational risk as would be used for credit risk and 
market risk.

And, one of the things that we’ll be doing is trying to develop standardized approaches using the results from testing with models 
that companies are developing. So there are a number of companies who are developing economic capital approaches, and we’ll 
be asking them to help us test some standard approaches to develop approaches that make sense to the industry.

Principle five is that the TBSR should encourage and reward good risk management practices. With these, it’s really important 
that the framework reflect the true risk of the company, that it encourages and provides company with some credit for develop-
ing and enhancing the risk management practices, and that it discourages any inappropriate arbitrage of the rules, so we want 
to have some restrictions in there so companies can’t use different levels depending on what works best for them. There’ll have 
to be some restrictions. 

Some specific areas where we want to encourage and reward good risk management practice are, things like pass-through. So, 
for participating products and some non-participating products where experience is passed through to the policyholder, that 
risk sharing should be reflected in the total balance sheet requirement, to the extent there’s room to adjust for experience and 
the company’s normal practices to pass it through.

Risk litigation strategies such as hedging and reinsurance should be reflected. Now any additional risks that are created from 
litigation would also need to be reflected, so if you’re doing hedging or reinsurance, you’re going to create some additional 
counter party risks, and those counter party risk would have to be taken into account 

Also the effectiveness of your risk mitigation in the tails, or in those very adverse scenarios, should be considered because one 
mitigation strategy might be very effective in your normal economic scenarios, when you get into a very adverse economic 
scenario it may not work as well. You need to take that into account.

The correlation between risks and diversification, between risks and the concentration, that a company has in its portfolio can 
have a material impact on the overall level of risks in a company.

Effective risk management practices in the area of diversification and concentration management can significantly reduce a 
company’s amount of risk. You would want to reflect that effectively in the solvency framework. But again this is one where the 
correlations, and how well your risk have diversified, can vary quite a bit between your typical economic scenarios and type 
of scenarios you’re going to have in the tail of the distribution. So, you need to think about how well does your diversification 
work in those extreme scenarios that you’re going to be looking at for solvency assessment.

And the IAA proposed a copula approach that it works better in terms of reflecting the correlations in the tail, than would a 
typical correlation matrix approach. Providing a credit in the form of lower capital requirements for a company that has good 
risk management practices, and is able to demonstrate the effectiveness of those practices, then it will be available for compa-
nies with poorer risk management practices makes sense and it would encourage companies to improve the risk management 
practices. And we think that improving risk management practices is in everybody’s best interest, and we would want to make 
sure that the solvency framework would reflect that.

The total balance sheet requirement should reflect existing risks on a going concern basis. The focus of regulatory capital should 
be on protecting the rights of in-force policyholders, and reflecting existing risks on going concern basis. That’s consistent with 
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international best practices. Reflecting existing risks means reflecting the risk on your existing in-force policies, as well as, any 
current commitments that the company has made, but will not reflect any commitments that will be made in the future. 

Now in terms of future new business, companies have the right to raise capital to fund new business and they can stop selling 
business any time. Also, regulators could take action to restrict a company’s rights to sell new business if their capital strength 
starts to deteriorate. So, a company’s ability to continue to fund new business, and implications of any kind of liquidation sce-
nario, would not be reflected directly in the solvency assessment framework, but would be tested through other supplements 
to capital such as DCAT, and some of the regulatory oversight, or other testing you might do.

And principle number seven is that our primary risk measure, and we’re recommending that a conditional tail expectation (CTE) 
level should be appropriate and consistent across all risks in products. Now we considered a number of different risk measures 
such as percentile, CTE and value at risk (VaR), and looked at the pros and cons of each measure, and felt that the CTE approach 
appears to be most suitable. So, we recommended that we use the CTE approach whenever it’s feasible. Now, we know that it 
might not be practical to use the CTE approach in every case, and so we might need to use different approaches as a fall-back 
but we want to use CTE to the extent that’s possible. 

Now the appropriate CTE level and terminal value basis will vary with the time horizon you select. For example, as you shorten 
your time horizon, you would expect that the required CTE level would be higher, to have the same level of confidence in the 
financial strength of the company. Also if you have a shorter time horizon, the obligations that a company has after the time 
horizon become more important and the terminal value basis becomes more important. So, we need to make sure that all three 
of these are internally consistent. 

In terms of the terminal value basis, we haven’t fully agreed on what the approach should be. The approach typically being 
used in European countries is to use a market consistent valuation at the end of the time horizon. And basically that would be 
calculating your liabilities using market interest rates, and margins that reflect what an investor require to take on those risks. 
That would consider any embedded options and guarantees in the products. So, we’ll need to look at, you know, if that’s the 
approach we want to use in Canada. It makes a lot of sense. It makes more sense than just saying we do your Canadian GAAP 
liabilities at the end of the year. But you may be able to use your Canadian GAAP valuation with modified assumptions as a 
proxy for a market consistent valuation. This is one of the issues we’re still working on.

Under the framework each company would determine both a minimum regulatory capital level, and economic total balance 
sheet requirement level. Now the regulators will be responsible for establishing what that minimum regulatory level is. We 
had initially anticipated that it would be a CTE level on a total balance sheet basis that would be somewhat lower than what 
companies would use internally for their management purposes. You know, perhaps if you can use a one-year time horizon, 
the minimum regulatory level could be CTE 99, but the regulators may want to use something that’s more objective and more 
formula based in terms of the minimum regulatory requirement. That still needs to be resolved, but each company would then 
set an economic total balance sheet level that’s consistent with the credit rating they want, and the financial strength they’re 
targeting. And that’s similar to what happens today, where OSFI has a certain minimum MCCSR level, but companies operate 
at a higher target level than that based on their desired financial strength. 

And economic capital requirement above the minimum requirement also allows companies to have a buffer, so if their capital 
strengths start to deteriorate there would be a buffer there, before OSFI would start to take action. That would allow you to 
adapt your management practices.

So I’ll just talk briefly about some of the practical implementation issues that we’ve identified and are thinking through. The 
Sub-Committee felt it was really important to start identifying those practical issues and think through them before we develop 
the details of the framework, so we make sure as we’re developing the details, it’s done in a way that’s practical and companies 
will be able to implement effectively.

Some of the issues that we’re currently thinking about are listed on this slide and the next. We’re looking at standardized versus 
advanced approaches. When would a company be encouraged, allowed or required to use, an advanced approach? As I men-
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tioned earlier, you’d need certain capabilities, to be allowed to use it and if a company has a high level of risk they would be 
encouraged, and perhaps required, to develop those capabilities and use more advanced approaches.

There might be some restriction of choice, and we want to minimize arbitrage. Now the restriction of choice might be you might 
have to move to an advanced approach for a group of risks to avoid people picking the ones that will be most beneficial for them 
to move. So you would have to look at this and make sure there is ways to minimize “cherry picking”. 

Advanced model standards are going to be important, we think that’s going to be very important for companies as they’re de-
veloping better risk-based economic capital to have good models, and we need to look at how to develop model approaches, 
and the criteria for models. The IAA is starting to do some work on model standards, and we’re hoping to piggy-back on that 
as much as possible and build on the work that they’re starting to develop model standards, because having model standards 
in place would help reduce cost of implementation in the long term.

And costs again are an important issue. We’re looking a bit at what are the costs and implications for companies of different 
sizes and we’re trying to think of ways to manage the costs. But, as I mentioned earlier, you need to realize that there are benefits 
from in addition to having a better solvency framework. 

We want to look at how we can meet the needs of companies of all sizes. We have also identified a number of issues on how 
supervision might be changed. The relationship between the insurer and supervisor is likely to change through this process. 
There could be some issues for the supervisor, how would you handle life versus P&C? In Canada, we don’t currently have P&C 
involved in the process, although the principles should apply appropriately to P&C companies. In the international sphere, 
they do have a number of P&C companies represented on the international group, and it’s being developed for P&C, as well 
as life. 

We’re looking at things like potential volatility of the total balance sheet requirements. We want to minimize potential pro-cycli-
cality. If you don’t know what that means essentially, you want to make sure that in periods when you’re having bad experience, 
your capital requirements don’t go through the roof. For example, you have a credit cycle – credit is cyclical – if you’re capital 
requirement is set in such a way that when you’re in the bad part of the cycle and you’re having higher credit loses, your capital 
goes up, that’s not really an effective framework. So we want to look at how we can minimize that as much as possible.

And we want to look at best ways to recognise and encourage effective risk management. So as I mentioned we’re in the process 
of getting a web page set up on the CIA’s site and you should be able to check out more details on our work in the next month 
or so. We should have the practical issues document that we’re working on there as well. It’s still a very much work in progress 
discussion draft, but you’ll have an idea of some of the solutions that we’re starting to think about for some of these issues. 

Okay, so we’re open for questions. Anybody have comments or questions they’d like to make?

Trevor Howes: I have several questions actually, prompted because I’m new to some of these new developments, in terms of 
international developments in economic capital.

One question is, I was surprised to see a time horizon. You’re talking about a total balance sheet approach to quantifying the 
risks, and I would have thought that consistent with that you would have been trying to project those risks out, until they expire, 
in terms of identifying what they are, and especially since you want it make independent of an accounting framework. I mean 
if you’re going to go one year, then your accounting framework is extremely important. Why that time horizon?

Moderator Lang: This is something we’ve thought about, we haven’t mailed down what the time horizon will be in Canada, 
but the direction internationally, and for the banking industry is a one-year time horizon.

Essentially, what you’re doing is projecting scenarios over that one-year period, but then you would calculate a terminal value that 
would take into account all the obligations after that period. And it would reflect the adverse experience, so you would modify 
your assumptions to reflect the adverse experience, and determine sort of a market consistent valuation at the end of the year.



Délibérations de l’Institut canadien des actuaires, Vol. XXXVI, no 2, juin 2005

Sous-commission de l’ICA sur le cadre de solvabilité – Le MMPRCE au 21e siècle (Session 6613) 10

You’d want to make sure that the terminal value has a reasonable level of confidence. I know Lynne was talking yesterday about 
the Framework they developing at Manulife but very high CTE level within the one year, but you’d want to make sure that your 
terminal value is appropriate and lower at CTE level – that could be CTE 60 or CTE 70.

But that’s the direction internationally and in banking, and I think we’re going to head in the same direction for consistency. It’s 
very difficult to project the distribution of risks within any level of certainty over a long horizon. 

Mr. Howes: The distribution of risks, I thought you’re talking about the existing risks being projected out.

Moderator Lang: But it’s the distribution of the results.

Mr. Howes: What you mean is statistical distribution, okay.

Moderator Lang: Yes. Well, actually I don’t know if John wants comment on this, since you’ve been working on this for a 
while.

Unidentified Speaker: In terms of multi-year models, I’d have to just write you a long note, I don’t think we have enough time 
to do it here, but I think there is a way to do that. What I did was I basically did a rigorous one-year model, and then projected 
out, for example on mortality. All you need are the cash flow comes from AXIS distributed very nicely to get a … [Laughter.] 
… well, or any other system you happen to be using … [Laughter.] You just take the total death claims, divide by the amount 
of risk that gives you a mortality rate. You have the number of policies in force in the future, and you can calculate binominal 
models, or binomial distributions for every year in the future, and then do stochastic analysis based on those distributions, take 
the present value of them, and you get a multiple of the one year calculation.

And by coincidence, it turns out at least in my case to be very similar to the proposed mortality change, which includes some-
thing likes this square root of the McCauley duration, which I’m not sure how the, you ever came up with that but it actually 
it turns out to be not a bad estimate.

Moderator Lang: And I think where it gets more difficult would be in economic scenarios. So, when projecting interest rates, 
you’d have adverse scenarios over each year in the future. 

The one thing you have to keep in mind though is the shorter that time horizon is the higher the CTE level you’d have for that 
time horizon. So, if you were looking at minimum regulatory level for one-year time horizon might be CTE 99 where you’re using 
a lower CTE level for a lifetime. My understanding is one company did some work on this for segregate funds. For example if 
you use, sort of the CTE 99 for over one year, and you revalue at a minimum CTE level at the end of the year, you can actually 
come up fairly close to CTE 95 that you use currently.

So, I think, we still need to wrestle with this but I wouldn’t say this is an issue that resolved by any means. I’ve heard people 
talk about it maybe it should be a five year time horizon like DCAT, maybe it should be lifetime, but we still need to wrestle 
with the pros and cons of different time horizons. 

Mr. Howes: The DCAT five-year time horizon was chosen on a completely different rationale. Looks like John and I are going 
trade positions on anarchy. I would really … it gets me alarmed when you say you’re picking on a one-year time horizon because 
of the banking issue. I mean …

Moderator Lang: No, we didn’t say we were picking …

Mr. Howes: I know but …

Moderator Lang: But that’s the direction of the IAA … and banking direction is one year, and that is one of the considerations 
for consistency that we need to take into account.

Mr. Howes: And you mentioned earlier about the 120 percent ratios and how that was perhaps chosen, or one of its purposes 
is to cover risks that are not covered explicitly. I think another purpose of that risk is to cover something we would have called 
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a momentum period, in the sense that organisations are dynamic, they’re not static, you can’t just look at the current balance 
sheet. And so having a cushion with respect to a ratio provides a period to cover risks that evolving with new business being 
brought on the books.

Moderator Lang: Well, I think actually OSFI is using the 150 percent for that.

Mr. Howes: Yes, yes.

Moderator Lang: So the 120 are reflecting the risks that aren’t covered, and the 150 is to provide for the lag and what could 
happen.

Mr. Howes: That’s good. When you used the word models in your discussions and so on, what do you really mean by model? 
Because there’s lots of different meanings of that term. One thinks of first a mathematical model that can be used to quantify a 
risk, and second you think of a reduced set of data that’s reflecting a full entity. 

Moderator Lang: Primarily, what we mean is the mathematical model we can use to represent the risk. So, how can you represent 
the risk that the company actually has effectively. 

Mr. Howes: Okay.

Moderator Lang: Stuart, did you want to add any comments here on this discussion on the time horizon, or anything involving 
your IAA stuff?

Stuart Wason: Let John go first.

John: Okay, I just wanted to talk about your principle number one, the total balance sheet approach. My concern is that if you 
take a high percentile and you subtract off the liability, what you’re missing is that the provision for adverse deviation is trying 
to have an amount to cover misestimating of the mean and deterioration of the mean. So unless you’re doing a multi-year ap-
proach with the deteriorating mean and a provision for misestimating that mean, you’re really undoing the PfAD.

So, the way I do economic capital for the insurance risks is to take high percentile minus the fiftieth percentile and just say that 
I don’t have anything in liability to cover volatility or catastrophe because the PfAD is for something else.

Moderator Lang: Oh, I think that depends on how you model your TBSR. If you modeling your TBSR so it reflects the volatility 
and catastrophic risk only, then your approach makes a lot of sense. If you try and model it to reflect also that your assumption 
could deteriorate then maybe…but I think that’s what we have to consider. You’re right. I think that’s a good point. How are 
you modelling the TBSR and what exactly is it covering?

John: Yes, make sure you don’t undo it; that’s really what the comment is.

I had just one other comment, which I didn’t think I had until your last slide. You were talking about pro-cyclicality, it kind 
of ties in to the kind of environment for interest rates. Right now we’re on a very a low interest rate position, and it’s kind of 
timely to think about it, in terms of interest rates as opposed to credit risk. If interest rates are cyclical and you build in a fairly 
significant amount into the liability, it makes sense to have a smaller capital component because you are actually having a point 
at which you have very little downside risk left in interest rate patterns. So, depending on how the interest models work, you 
can either make that actually happen, or if you do it differently, you might end up causing what you’re trying to avoid.

Mr. Wason: Just a comment or two on the time horizon issue, I guess the subject is not dead, yet. We certainly need to discuss 
it in Canada, and would it work in Canada. It would be awfully nice if we could agree on something like a one- year horizon. 
It is being adopted in a number of jurisdictions as a reasonable one. 

The link to the banking sector might be a bonus, but not the driving force necessarily, for making it work in insurance. I think it 
works particularly well for shorter-term risks and a number of non-life risks are in that category, as well as, a number of health 
risks – not all, by any means. So, it could work. We think we’ve seen enough evidence in Canada from the seg funds modeling 



Délibérations de l’Institut canadien des actuaires, Vol. XXXVI, no 2, juin 2005

Sous-commission de l’ICA sur le cadre de solvabilité – Le MMPRCE au 21e siècle (Session 6613) 12

situation that the one-year horizon could work as well, as long as there’s a good strong definition of that terminal value at the 
end of one year. That is robustly determined at a lower confidence level such as CTE 60, or pick your favourite percentage, I 
guess. So, we do need to debate that. 

Another perspective on the time horizon of one year I guess is that from a supervisory perspective, supervisors might be think-
ing, well how long would take me to work with a troubled company. And in a really tough situation perhaps move the existing 
liabilities off to another carrier. There are various time lines you could consider, but one year is not out of the question as be-
ing a time frame worse that might occur. So from a supervisory perspective, and thinking not just Canadian supervisory but 
internationally as well the one year time horizon could work – as a test for them. They’d be looking at probabilities of default 
that might be triple the double layer or something in that range. So that’s how we’ve arrived at the confidence levels that have 
been discussed today, like on a CTE 99 basis. So, that’s a little background.

Just one of the comments from John, was triggering another thought. There is a project, which the International Association 
of Insurance Supervisors (IAIS) has just put to the IAA, just recently in last several weeks, and it’s a study of countries with 
advanced technical provisions. In other words, policy liabilities. And they’re looking at regimes that would be using principle-
based approaches to establishing those policy liabilities. Canada would be on the list. They would like the IAA’s help in putting 
together a study of those regimes, their best practices, what works well, what doesn’t work well, and the different perspectives, 
in particular on risk margins. And John was just triggering in my mind, that’s probably a key item because for those who may 
approach the subject of risk margins in policy liabilities from an efficient capital markets point of view, or from a performance 
reporting point of view. You may have a different view on how those risks margins should be determined, how robust they 
might be – compared to someone like a supervisor or regulator who has a different perspective on what should be in those risk 
margins. In other words, volatility risk, uncertainty risk, provision for catastrophic elements, and so that work is yet to come. 
But I think there needs to be a convergence of thought and understanding of the different perspectives on what risk margins 
can, or should be for different purposes. 

Mr. Howes: My turn again, a little bit about time horizon. I’m just coming back to one other sentence that was in a slide that 
caught my attention and that was, the indication that future new business and implication of liquidation scenario recognised 
and tested in DCAT. 

And that merely hits a warning sign to me when you’re talking about combining DCAT with a change in your ways of determin-
ing the proper total capital. Because DCAT, while it was set in a time when we had factor based MCCSR, and fairly practical 
ways of computing what the capital required is at the end of the five year period ,and it’s just trying to measure what’s going 
on in that time.

If you’re going to now measure required capital using more advanced models – stochastic techniques – DCAT is going to mean 
projecting forward for a period and then doing another model at that time, and of course that is an overall implication of chang-
ing these things. If you need to model the financial health of a company over any kind of period of time, you’re going to start 
asking questions about how do I know what their balance sheet is few years down the road. Do I have to re-apply these models, 
you know, successively at different points of time?

Moderator Lang: I know that’s something that needs to be struggled with in terms of how DCAT changes with this. We talked 
a fair bit about whether future new business should be considered or not. It came to the conclusion that it shouldn’t, although 
you might have an operational risk component related to how much fixed expenses you have and how long it would take you 
to eliminate those fixed expenses if you were to stop selling your business, that sort of thing.

Mr. Howes: Well, I think it’s the pricing risk involved in them as well, and as well as the capital risk. I mean you’re taking on 
risky new business and you priced it, ok. But if it’s got risk embedded in it, and it’s going to drive more capital requirements itself 
and it’s company’s writing a large volume of this. And are writing them with commitments where they can’t get out of them right 
away because of the way they’re distributed. All those things to me, point to a different risk environment for that company at 
today’s date compared to a company that’s not operating that way, so it seems like a sound risk assessment, solvency assessment 
would somehow take that into account.
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Moderator Lang: Well and what we’re looking at is the principles just for the risk-based capital piece. I would think, we talked 
about there being a number of supplements to capital in terms of oversight, DCAT and other testing. Companies should be 
looking at for placing this business. Are we going to have, how our results going to unfold, are going to have sufficient capital 
to keep selling new business after one year or five years. So, I mean, somebody needs to do that but it’s not necessarily part of 
the risk-based capital, it’s a supplement.

Mr. Howes: One more little alarm bell went off when I saw the words “minimise potential procyclicality”. Of course, it didn’t 
go off when I read the words; it only went off when you explained them.

And because that comes back to current risk and cyclical things there and really what you don’t want to have is any kind of 
smoothing here that says, the requirements are less because we think we’re in the top or the down turn of a troughs. You want 
to have some tolerance for having a down turn in a model that has reasonable anticipation of that cycle returning but not 
guaranteeing it.

Moderator Lang: We’re not talking about smoothing here, what we’re saying is you’re requirement should go up during the 
period, if your total balance sheet requirement may change if you’ve got some additional amount in your reserve but you don’t 
want to have your capital requirement exacerbating the bad experience going on through your Income Statement by …

Mr. Howes: You can’t avoid that to a degree. I mean if some …

Moderator Lang: A certain amount you will because of those downgrades, you probably will have some but you don’t want 
to have inappropriate pro-cyclicality.

Mr. Howes: You don’t want the approach to get stronger at the same time as the downturn.

Moderator Lang: Exactly. So, we need to look at that, and maybe minimize is the wrong word, but you don’t want to have it be 
inappropriate that it’s making it so much worse for companies. The cycle is more extreme.

Unidentified Speaker: It’s the Trevor-John-Stuart Tag Team. It’s John’s turn.

I would like to make a plea for a made-for-insurance formula. Please do not look at the banks and say a one year time horizon 
is appropriate. It may be appropriate for banking because they have a short-term business. We’ve been reporting economic 
capital for a couple of years on a one year time horizon basis, and insurance management started saying well this economical 
capital is used by the bank for pricing. Let’s start looking at using economical capital for insurance for pricing. I said, wait a 
minute; this isn’t appropriate; we’re just trying to fit into the bank formula. So, then we started thinking well, how do we make 
it appropriate for insurance and we said, one year time horizon is not the right thing to do. We said multi-year is the only way 
that you’re going to get an appropriate amount of capital if we’re making long-term guarantees.

And the primary principle, if you will, would be if you make guarantees, you hold entire capital. And you can’t do that if you’re 
only looking at a one-year time horizon. And if you’re looking at a one year time horizon with a terminal value that is supposed 
to make up for not doing anything beyond one year, then that sounds to me like an approximation for not looking at beyond 
one year.

So that might be good approximation depending on how you set it up, but for whatever you do, somehow we have to analyse 
what it looks like beyond that one year period, if you want to make it appropriate for insurance.

Moderator Lang: I agree we have to talk about what’s appropriate for insurance but we also have to be able to articulate very 
clearly, if we’re going to do something different than what’s being used for banking why.

Unidentified Speaker: Is it okay if someone who’s not Stuart, Trevor or John talks?

Moderator Lang: That would be fine.

Unidentified Speaker: Okay, well I just had this reaction after listening to Stuart, but I just wanted to end up seconding, in fact, 
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what John said. I mean, Stuart’s group has done impressive work, and Stuart gave a lot of good reasons why one year might 
make sense. But the underlying feeling I had all through that, is that one-year was heavily influenced by what the banking does 
and also by the P&C side. And keep in mind Stuart’s group internationally was looking very much at insurance as a whole, not 
just life insurance, and an awful lot of P&C practitioners were on that group. Nothing against them, but if we were starting 
from life insurance and thinking what is appropriate for life insurance, then just seconding everything that John said, given the 
kinds of guarantees we have on our products, it just seems absurd to focus on one year at a time, when we’ve got guarantees 
that are good in there for ten, twenty, thirty, forty, fifty, sixty, seventy, eighty years. And if you then say, well you can work with 
that with the terminal at the end of one year, well as you determine that terminal value you’ve got to go and do the same kind 
of thinking, you would have had to do anyway, if you were using the longer timeframe. So, I would second what John said, I 
think one year time horizon makes no sense whatever for the life insurance business.

Moderator Lang: And, actually, this is an interesting discussion, because we were talking about this and we were saying where 
are we going to get the most debate, and we figured it was going to be the time horizon. So, as we start, until we get into the 
technical details and companies work on it, I expect there are a lot of different views on time horizon and we’re not going to 
please everyone but I think, we need to look at the pros and cons of different time horizons, and come up with that. This has 
not been resolved at this point, and something has to be done over the next little while.

Anybody else have comments or questions?

Daryl Shactery(ph): Just for my understanding you talked about total balance sheet, are you talking about a company level, 
strategic business unit (SBU) level, and then how do we use these for pricing?

I was also glad to hear that your minimum requirement is a different CTE level as opposed to simply considering a percentage. 
Then do I need higher reserves because my requirement is lower therefore my factor is lower or I can have lower reserves. My 
income is good but I have higher capital. So, I’m glad actually that you’re working with CTE as well.

But considering different parts of a company having opposite … sort of a synergy – UL type contracts might require more capi-
tal in a low interest environment while a guaranteed investment certificate (GIC) or annuity type of business in a high interest 
environment, and so forth – I’m assuming your correlation factors are taking that into account. But how do I then break it up 
to say what portion of this capital is for, say, my UL business, and what is for my annuity, and so forth?

Moderator Lang: We’ve just started talking about that. The intention is that you would reflect the rest of the total company level. 
So you’d look at diversification, and you would base the total company level, get some credit if you have opposite risks in differ-
ent lines of business. But then you have to think about what is the appropriate way to allocate that back to the business units. 

I think each company is going to have to do something with their own circumstances but we did talk about the fact that we 
probably need to come up with a couple of approaches that companies can use. And have some recommendations to help people 
in terms of taking that total amount, and allocating it back to the business units, so you can effectively estimate how much do 
I need to price for in this product, and how much capital will this product consume. 

Anyone else? Okay, well we’re almost 3:30 pm, so we can wrap up now. Oh, Stuart one last ...

Mr. Wason: Just a comment about pro-cyclicality and why it’s important, I guess. It’s important from an overall … world stability 
issue, I guess. I mentioned it in the previous session, that the International Monetary Fund (IMF) and the World Bank worry 
about these types of things a lot. And I guess it came up through the banking capital requirements, in particular, that as those 
requirements become much more risk-based, there was a concern that economies go into a bit of a tail-spin, and credit begins 
to tighten. Then Banks are drawing in their horns and lending practices, and that puts an additional strain on businesses that 
are depending on financing, and that puts the economy more and more into a tail-spin, and so it becomes self-reinforcing. And 
that’s not good for economies. So, if there any elements that are going to end us in insurance risk-based capital requirements 
that have that same tendency on perhaps our economies, then that would be of concern. So, I think it’s at that level that pro-
cyclicality might be raised as a concern.
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A bit of a plea, Denise, I don’t know if you’re going to make this. This is that as we get rolling on this topic in Canada, we’re going 
to have to broaden our efforts. There’s a whole bunch of work groups that certainly are going to be required, and there’s going 
to have to be a process I guess for enlisting support from many folks as perhaps we head into the fall but it’s a little early …

Moderator Lang: Yes, that’s a good point. We will be looking to creating a number of working groups as we develop what are 
the priorities for moving this forward, and we’ll meet up groups looking at different risks. We’ll be looking for volunteers to 
help with that work. So, if you’re interested or any companies are interested please let us know.

Okay, well, thanks everyone for your time. [Applause.]


