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This EPPA Update describes the Alberta Superintendent of Pension’s response to the revisions 

made by the Canadian Institute of Actuaries (CIA) to the Standards of Practice – Practice-

Specific Standards for Pension Plans, which became effective December 31, 2010.  Please note 

that we will continue to update this document as necessary, should additional questions arise 

on this topic. 

 

As a general comment, the Superintendent expects actuaries to follow the revised CIA 

Standards of Practice and consider the adoption of recommendations contained in the CIA 

Educational Notes when preparing actuarial reports and cost certificates.  Further, the 

Superintendent provides comment on the following specific changes made to the Standards of 

Practice. 

 

Margins  

 

Section 3230.01 of the revised Standards of Practice provides that assumptions for a going 

concern valuation are either best estimates or best estimates modified to incorporate margins 

for adverse deviations to the extent required by law or the terms of engagement.   

 

Section 14(3)(b)(i) of the Employment Pension Plans Act requires actuarial valuation reports to be 

satisfactory to the Superintendent.  To be satisfactory to the Superintendent, the funding basis 

must support and promote appropriate levels of benefit security for plan members.    

Accordingly, actuarial valuation reports must contain appropriate levels of margin consistent 

with the characteristics of the plan.  Furthermore, the application of the new CIA standards 

should not result in decreased levels of margin.  

 

The Alberta Superintendent’s office will continue to be open to discussing the specifics of 

margin for each plan, which will be reviewed on an individual basis.  Further, arguments may 

be made for changes in margins as determined by the plan’s funding policy, the plan's financial 

situation, maturity and investment policy, the sponsor’s risk tolerance, etc. 

 

It is not necessary that each assumption include a margin.   It would be acceptable to 

incorporate the necessary margin entirely in the discount rate assumption. 
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Selection of Discount Rate 

 

Section 3230.02 of the revised Standards of Practice provides that the discount rate assumption 

for a going concern valuation of a funded pension plan may either reflect the expected return on 

plan assets or be based on fixed income yields.   

 

The CIA has revised and released its revision to the educational note, “Determination of Best 

Estimate Discount Rates for Going Concern Funding Valuations.”     

 
Active management in excess of fees 

 

Section 3230.03 of the revised Standards of Practice provides that, in establishing the discount 

rate for a going concern valuation, the actuary may not anticipate any additional returns, net of 

fees, from an active investment management strategy except to the extent the actuary has reason 

to believe, based on relevant supporting data, that such additional returns will be consistently 

and reliably earned over the long term.   The CIA Educational Note “Determination of Best 

Estimate Discount Rates for Going Concern Funding Valuations” provides further guidance 

regarding recognition of active management in excess of fees. 

 

The Superintendent’s office will expect actuaries to provide reasonable arguments and 

supporting documentation, including historical evidence, to support the assumption that 

additional returns from active management will be achieved consistently and reliably over the 

long term.  The disclosure requirements outlined in section 3260.02 of the Standards of Practice 

will normally satisfy this requirement, but the Superintendent’s office may request additional 

information on a case-by case basis. 

 

Investments should consider nature of plan liabilities 

 

The plan’s investment policy is one of the factors that the actuary uses in setting the going 

concern discount rate.  It should be noted with respect to investments (i.e., plan assets) in 

general, the Superintendent’s office is more closely scrutinizing plans for compliance with the 

requirements of Section 54 of the Employment Pension Plans Act.  Section 54 requires that 

investments be made in a manner that gives due consideration to the nature of plan liabilities.   

 

  



EPPA Update 11-01 3 

For further information please contact: 

 

Superintendent of Pensions 

Alberta Finance and Enterprise 

Room 402, 9515 - 107 Street 

Edmonton, AB T5K 2C3 

 

Telephone:  (780) 427-8322 

Fax: (780) 422-4283 

Internet: http://www.finance.alberta.ca 

 

For toll-free dialling, contact your local Alberta Government R.I.T.E. line by calling 310-0000. 

 

http://www.finance.alberta.ca/

