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Introduction 
 

 

 

 Theme - a focus on accounting and audit, there are some interesting developments 
both in Canada and internationally. 
 

 Section 4600 was adopted last year – how did Plans react?  We have done a 
benchmarking of public sector pension plans across Canada, and it provides some 
interesting trends. 
 

 There have been ongoing developments internationally and in Canada around audit 
quality and auditor independence.   
 

 The new Provincial Pension Legislation - there is a movement towards focusing on 
governance.   

 

 Some interesting projects and activities at other large pension plans, around governance 
and controls. 
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Accounting Trends 
 
 

Section 4600 – Year One - A survey  
 

 At this point last year Plans were in the midst of their adoption of the new accounting standards for 
Pension Plans – Section 4600 
 

 We have conducted a benchmarking study of Canadian government-based pension 
plans to see what other plans are doing, and where there are choices – what the general trends 
are 
 

 We benchmarked 29 public sector-based pension plans, with total net assets of $388 billion.  
 

 24 Plans had net assets > $1 billion 
 

  13 Plans had net assets > $5 billion.   
 

 We surveyed all Provinces, and our results reflect all Provinces (except Quebec and Newfoundland / 
Labrador).   
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Accounting Trends 
 
 

Observations 
 
1.  Actuarial Liabilities 

 

 Actuarial valuations being reported in the Statement of Financial Position 
 

 Of the 29 Plans surveyed, 25 complied with the new requirements 
 

 New Brunswick, was the outlier, and decided to report on a defined basis of accounting, omitting 
the actuarial valuation (and one of Saskatchewan’s plans is a DC Plan).  
 

 
 

 Of those 25 Plans, 17 reported net Deficits on their statement of Financial Position, with an 
average deficit of 11%. 
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Accounting Trends 
 
Observations Cont’ 
 

 Only 7 reported the funding valuation adjustment in the Statement of Financial Position (an 
option presented by the AcSB).   
 

 Also interesting, and unexpected, was that only 8 plans provided fulsome note disclosures on the 
funding valuation numbers and assumptions. 
 

 
 

 Average discount rate was 6.05% -  with the majority in the 6.25% to 6.50% range – and the 
majority utilizing the same rate as that used in the funding valuation 
 

 The majority of reporting plans (18) reported adjustments for experience gains and losses, and / or 
provided annual updates to its assumptions in its accounting valuations reported. 
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Accounting Trends 
 
 

Observations Cont’ 
 

2. Investments 
 

 The majority of Plans that invested in pooled funds, utilized the ‘look-through’ approach in their 
investment risk note disclosures. (  Example: Looking through and reporting the duration and credit 
risk of bonds.) 
 

 The risk disclosures are where we noted large variability in the extent of discussion and disclosure 
provided. 
 

 7 Plans broke down the split between realized gains and losses and unrealized gains and losses 
for investment income (not required) (2 of the Ontario plans, and the NS plans) 
 

 6 Plans reported investment returns versus benchmarks (not required) (2 Ontario, Alberta 
plans) 

 

3.  Other Observations 
 

 15 of the 29 Plans adopted ASPE, and 14 adopted IFRS as their default accounting policies, 
outside of investments and actuarial liabilities.  ASPE was selected for a variety of reasons. 
 

 7 Plans reported sensitivity of actuarial assumptions on the reported liability (not required) 
(1 Ontario, Saskatchewan and Alberta) 
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Accounting Trends  

 

Developments 

Section 4600 has had some further adjustments 
 

 In November 2011, AcSB amended Section 4600 to require Pension Plans to follow Part I of the HB 
for fair value measurement.  Implications are that in 2012 you have a choice between IAS 39 and 
IFRS 13.  In 2013, IFRS 13 mandatory.  Most plans early adopted.    
 

 July 2012, the AcSB amended Section 4600 so that a pension plan continues to follow the previous 
investment disclosure requirements of IFRS 7, and not that of IFRS 13.  
 

 With the approval of the new IFRS standards for investment funds, any further plans to expand the 
scope of Section 4600 have been discontinued – in a move to introduce stability in the reporting 
framework. 
 

Actuarial Assumptions 
 

 The Society of Actuaries, released a study on longevity developments - suggesting that Canadian 
Pension Plans may be underestimating their accounting and going concern liabilities as a result of 
retirees living longer.   
 
The estimation of how much longer people are living, is not necessarily accurately reflected in the 
current actuarial tables.  Actuaries are working to update the tables for new data from 1994 to 2007.  
The increase is estimated to hit plans by about 4%.  Our actuaries say it could be a 5% or greater hit. 
 

 Mercer has indicated that at in 2012, pension plans had made improvements on the funding ratios of 
plans, improved 6% on 2011 (primarily due to additional funding payments made).   It will be 
interesting to see what happens with changing assumptions on future valuations. 
 



  Industry Trends   9 
 

Accounting Trends  

 

Other Jurisdictions 
 

 
 IFRS Standard – IAS 26 – Financial Statement Reporting by Pension Plans – old 

standard 
 

 Since IAS 26 is an older standard, many other jurisdictions have retained/created their own specific 
accounting standards for pension plans. 
 

 Similar to prior year’s update - IAS 26 – is still not on the IASB’s project list, or radar.  
Insurance contracts, and rate regulated accounting, for instance, are much broader issues being dealt 
with.   
 

 The IASB recently updated its project list, and Pension Plans was not on the list.  Although members 
may lobby it to be on the list, it is unlikely.    
 
We will continue to monitor. 
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Developments in the Audit World 
 

 

Audit of Actuarial Liabilities 
 
 Auditors and actuaries released a joint study in 2011, on the expectations of auditors around the work 

required to audit the actuarial liabilities.   In reaction to that study, PwC increased its testing around 
actuarial data used in valuations.    
 

 Despite the guidance - Discussions continue as to whether there is an expectation that the auditors 
audit the actuarial calculation itself, similar to the expectation of auditors for insurance companies.   
It is early days, and it is just rumblings, will keep you posted. 
 

 
Auditor Rotation Rules 
 
 Several global proposals around auditor independence and audit quality – auditor rotation is a 

part of those discussions 
 

 US and PCAOB issued a concept paper, on Auditor Independence and Audit Firm Rotation  
 

 The European Commission has issued a similar paper 
 

 In May 2011, the UK issued a proposal that would require mandatory tendering of audits, and not 
mandatory rotations 
 

 Other jurisdictions are also doing their own evaluation. 
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Developments in the Audit World 
 

Auditor Rotation Rules 
 

 The CICA and CPAB have jointly developed a working group to review the various global proposals.  
The Canadian working group issued a paper in Sept. 2012 considering these debates 
 

 Canada does not support mandatory rotation, but instead a mandatory 
comprehensive audit firm review should be required by audit committees every 5 
years. 
 

 The working group is accepting responses from stakeholders.   PwC is monitoring this very closely. 
 

 Noted that the Netherlands adopted a mandatory rotation requirement, however, the EU could make 
a different decision, the Netherlands may have to re-evaluate their response.  The EU has indicated 
their opposition to mandatory rotation. 
 

 The UK’s response to adopt mandatory tendering, is a result of being opposed to mandatory rotation 
 

 The US has also indicated that they are not supportive of mandatory rotation, but are leaning towards 
mandatory review of audit services. 

 
PwC’s responses to these issues have been included as appendices. 
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Developments in the Audit World 
 

 
Proposed Changes to Auditor’s Report 
 
 Over the summer, the IAASB sought views on its vision of the future of the auditors report – 

Invitation to Comment on Improving the Auditor’s Report 
 

 Recommended changes include: 
 

o Auditor commentary on judgements disclosed in the financial statements 
 

o Auditor’s responsibility for other information 
 

o Further clarification of responsibility of auditors 
 

o Disclosure of the audit partner  
 

 Canada has indicated its intention to ultimately adopt the international standards 
 

 PwC Canada and UK have responded to the ITC, generally in favour of some improvements. 
 

 An ED will follow. 
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Regulatory Changes 
 

 

Regulatory reform and the impact on reporting by Pension Plans 
 

o Ontario, BC, Alberta have introduced new legislation for Pension Plans 
 

o Common changes in legislation: 
 

o Provides for categorization between negotiated cost, jointly sponsored plans, and target benefit plans 
 

o Requirement for governance structures in place (consistent with CAPSA guidelines) 
 

o Superintendents granted greater powers 
 

o Reporting implications unclear (Regulations), however, there is discussion around aligning the 
timelines for pension reporting to 6 months across all jurisdictions (ie. B.C. previously 270 days) 
 

o The details will be in the Regulations (due in 2013) 
 

o British Columbia and Alberta are addressing new legislation collaboratively. 
 

 

 The only jurisdiction that has appeared to address financial statement reporting was Quebec. 
 
 Financial Statement reporting, d0es not appear to be on the regulators radar. 
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Trends in Governance 
 

Controls 
 

 The theme emerging “Trust but must also verify”. 
 

 The question we are seeing increasingly posed is, as Trustees “how are you assuring all the right 
controls are in place on your Plans?”   
 

 We have seen major administrators, such as OMERS, BC Pension Corporation and the Alberta 
Pension Services Corporation, begin undertaking replacing their pension administration 
systems.  There is an increased focus on member-centric systems. 

 

 With all of the changes, administrators are revisiting their entire control processes (financial 
reporting and members’ services) and looking to see if they are optimal, if they are accurately 
documented and if they are operating effectively. 
 

 With new systems also seems to be a heightened awareness of cyber security, confidentiality, and 
compliance with privacy laws. 

 
 Focuses of reviews have been around updating the understanding of: 

 
o Integrity of member data 
o Benefit calculations and funding/payments 
o Documentation of management’s approach to monitoring and validating the effectiveness of 

controls at the organization. 
 

 There is an increased regulator focus on governance 
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Resources  
 

PwC Resources 
 
 PwC Canada Pension Audit Services, homepage – periodic publications posted on accounting and tax matters (focus 

on corporate pension plans), and links to related areas of interest.  
http://www.pwc.com/ca/en/audit-assurance/pension-audit.jhtml  
 

 PwC UK: Pensions, Hot Topics for Trustees, homepage – periodic publications posted on various topics of interest to 
trustees of pension plans.  PwC UK is the home of our largest pension practice. 
http://www.pwc.co.uk/eng/publications/pension_trustee_index.html  

 
Accounting Standards 
 

 Accounting Standards Board Work Plan and Projects, Accounting Project Page, for Pension Plans - Read about the 
development of the AcSB's accounting standards for pension plans. 
http://www.acsbcanada.org/projects/current-projects/item43877.aspx     
 

Audit Standards 

 AcSB Independent Working Group Enhancing Audit Quality: Canadian Perspectives – Auditor Independence 
Discussion Paper  http://www.cica.ca/enhancing-audit-quality-canadian-perspective/item68293.pdf  

 
Governance Resources 
 

 CAPSA:  Governance Guidelines  - guidelines documents and self-assessment questionnaires 
 http://www.capsa-acor.org/en/pubs/   

 
Conferences and Industry Events 
 

 IFEBP: Canadian Public Sector Pensions and Benefits Conference – International Foundation of Employee Benefits 
and Pensions – Charlottetown, Prince Edward Island – May 7 and 8, 2013 
 http://www.ifebp.org/Education/Schedule/1267cdnpublicsector.htm   
 

 IFEBP:  46th Annual Canadian Employee Benefits Conference – San Francisco, California – November 24 to 27, 2013 
http://www.ifebp.org/Education/CanadianAnnual/  

http://www.pwc.com/ca/en/audit-assurance/pension-audit.jhtml
http://www.pwc.co.uk/eng/publications/pension_trustee_index.html
http://www.acsbcanada.org/projects/current-projects/item43877.aspx
http://www.cica.ca/enhancing-audit-quality-canadian-perspective/item68293.pdf
http://www.capsa-acor.org/en/pubs/
http://www.ifebp.org/Education/Schedule/1267cdnpublicsector.htm
http://www.ifebp.org/Education/CanadianAnnual/
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