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The Actuarial Standards Board (ASB) for the Canadian Institute of Actuaries (CIA) decided to promulgate the use 
of the 2014 Canadian Pensioners Mortality Table (CPM2014) combined with mortality improvement scale CPM 
Improvement Scale B (CPM-B), effective October 1, 2015 for commuted values.  The change is in response to the 
Report on Canadian Pensioners’ Mortality issued by the Canadian Institute of Actuaries in February 2014, which 
“clearly establishes the need for a change in the mortality basis and projection scale for pension commuted 
value calculations.” 

This bulletin is designed to inform clients of the change in standards, to provide an overview of the reasons for 
the change and timelines for compliance. 

Rationale for the Change 

The Canadian Institute of Actuaries report on Canadian mortality showed significant variances between the 
actual and expected pensioner mortality experience relative to the current promulgated table (1994 Uninsured 
Pensioner Mortality Table (UP-94) with generational projection).  The report also noted continued 
improvements in life expectancy were at levels that were much stronger than those anticipated by the current 
improvement scale (Projection Scale AA). 

Several concerns have been raised with respect to the new table.  One of particular interest to multi-employer 
plans was the fact that many multi-employer plans provided evidence suggesting there is a higher mortality risk 
among these plans.  It has been argued that the use of the CPM table is inappropriate in these instances because 
Commuted Values (CVs) are too high for the cohort, which could lead to a future inequity. 

For reasons of “practicality”, the CIA has only adopted one mortality table for determining CVs and solvency 
valuations for all defined benefit pension plans.  This table will likely be different than the table used for many 
going concern or accounting valuations.  In these types of valuations, an actuary can select a table that best 
reflects that plan’s mortality characteristics. 

Effective Date 

The new mortality table is automatically adopted for pension jurisdictions other than New Brunswick, Ontario, 
and Quebec and should be used for pension CV calculations, effective on or after October 1, 2015.  In New 
Brunswick, Ontario, and Quebec, the pension regulations must be revised before the updated mortality basis for 
CVs is required to be used.  If pension regulations are not revised by October 1, 2015, the current mortality basis 
should continue to be used and additional disclosures may be required for member calculations.  PBI will 
continue to monitor the issue and provide plans with updates as developments occur. 

Impact on Commuted Values and Actuarial Valuations 

Pension plans in all industries can expect CVs to increase between 4% to 8% above those calculated under the 
current mortality and projection scale tables.  However, it is important to note that the impact on solvency 
valuations will not be as drastic or will be somewhat muted.  A large portion of the liabilities determined for 
solvency valuations is based on an annuity proxy intended to approximate what an insurer charges for annuities.  
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Insurers always reflect their own mortality experience in developing their annuity rates; therefore, the lower 
mortality rates now being adopted for CVs are already “backed into” the annuity proxies being determined.  For 
solvency valuations, plans with a higher portion of young and active members will be affected to a greater 
extent than mature plans.  The impact on going concern valuations will be minimal. 

Pension Plan Administration 

As of October 1, 2015 plan administrators will need to use the appropriate mortality table.  For those plans that 
have systems already in place to handle a two-dimension projection table, the change will be less complicated.  
For many administrators a two-dimensional table cannot be accommodated by their pension system.  As a result the 
new mortality standard has a phase-in period, where plans will have until the end of 2016 to update their systems to 
accommodate the new two-dimensional table.  In the meantime, a mortality change will still need to be 
implemented.  For pension plans that will need time to transition to the two-dimensional table, use of the one-
dimensional mortality CPM-B1D2014 is acceptable as an interim measure for calculations up to and including 
December 31, 2016. 

Conclusion 

With the newly established mortality standard, it is hoped that mortality will become a more stable assumption 
in the future.  Plans will see an increase in the commuted values paid and many funds will experience additional 
cost related to updating pension systems and processes to meet the new standard of practice.  The ASB is also in 
the process of reviewing the economic assumptions underlying the commuted value standards and changes are 
expected to be released sometime in 2016.  Administrators should  decide how they would like to reflect the 
new mortality standards for calculating commuted values with partial implementation by October 1, 2015 and 
full implementation to the new standard by December 31, 2016. 

ABOUT PBI 

PBI Actuarial Consultants Ltd. is a dynamic and growing company focused on providing actuarial, administrative 
and investment consulting services for pension and benefit plans, as well as various trust funds.  PBI serves 
clients across Canada from offices in Vancouver, Montreal and Toronto with a focus on multi-employer plans, 
non-profit and public sector organizations. 

Visit our website at www.pbiactuarial.ca to learn about our services or connect with our experts for more 
information. 

PBI publishes articles, memos and guides periodically.  If you wish to subscribe to PBI’s newsletters, please email 
your request at info@pbiactuarial.ca with your full contact information. 
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