
The Canadian Institute of Chartered A c c o u n t a n t s
(CICA) publishes a handbook to its members, w h i c h
describes the accounting standards they are to apply
to their work. 3461 is a new standard that addresses
the recording of the cost of post-employment benefits.
This new standard comes into effect
for non-exempt employers, for their
fiscal years starting on or after
January 1, 2000. The only exempt
employers are purely public sector
organizations like governments and
school boards - and even they will
likely be swept in, in round two,
which is at most two years away. For
publicly traded companies, the stan-
dard must be applied to the first fis-
cal quarter occurring on or after
March 31, 2000.

This should concern you,
because, unless your
company has been

exceptionally prudent up to
now, it will likely add to
your expenses next year.

In whatever time remains between
now and the start of your 2000 fiscal
year, you might want/need to change
your corporate policies and pro-
grammes, in order to reduce or elimi-
nate these extra expenses.

H ave we got yo u r
a t t e n t i o n , ye t ?
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• Assure Health Inc. It was an-
nounced that BCE Emergis has
entered into agreements to buy all
the shares of the two sister
companies – Assure Health Inc. and
SNS/Assure Corp., for the sum of
$235 million. The two companies,
which together had 1998 r e v e n u e s
of $78 million are both in the
electronic transaction processing
business. Until this transaction
completes, they are owned by Great
West Life, Clarica Life, Canada
Life, Sun Life, and the Simpkins
family of British Columbia. 

Clients may be familiar with
Assure Health as the largest
provider of electronic point-of-sale
drug and dental claims
processing. Not only were they the
exclusive service providers to
their owners, but most other
insurers in Canada contracted
with them for services.

In the past, there has been talk
that Assure Health was frustrated
at some limitations which arose as
a result of its owners. Specifically,
Assure Health was unable to
transact business directly with
employers or third party adm-
inistrators, due to the obvious
conflict of interest. It was also
unable to furnish some of its
advanced electronic reporting to
consultants and employers, due to
limitations imposed by insurers. 

This may well change, now. If so,
new potential relationships and ser-
vices could be of tremendous signif-
icance to employers. We will keep
you posted.

From the perspective of BCE
E m e r g i s, this acquisition moves
them further into the forefront of
the e-commerce revolution. It also
moves them into the TSE 300
Composite index.
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CICA 3461
NewAccounting Standards

The Issue. 
The Canadian Institute of Chartered
Accountants has determined that it is
necessary to book the present value of
future commitments to staff, in cur-
rent expenses. Except for pensions,
these had historically been acceptably
treated on a pay-as-you-go basis. It
has also set a new lower standard for
assumed earnings on invested funds.

The CICA is making this move at
this time for two reasons:

F i r s t l y, it harmonizes Canadian
Generally Accepted Accounting Prin-
ciples (GAAP) with American rules,
particularly FAS 87,88,106,11 2 , 1 3 2 .
Subsidiaries of US employers have
been obliged to comply with these
standards for years. Now, all
Canadian employers will have to com-
ply with our own domestic standards,
as will their foreign subsidiaries.

S e c o n d l y, it recognizes the ever-
growing obligations employers are
accumulating in respect of promises
made to employees to provide them  
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with benefits in a post-active-employ-
ment setting. This is particularly
t i m e l y, as the baby-boom approaches
r e t i r e m e n t .

The most amazing thing
is that, g iven the

p o t e n t i a l ly enormous
impact of this change, there
has been very little publicity

about it, and very little in
the way of preparatory

materials provided.

● The CICA has indicated that it will
provide a Q&A package sometime in
October.
● The Canadian Institute of A c t u a r i e s
(CIA), whose members will be obliged to
calculate these new liabilities and to
modify the way they count existing lia-
bilities, has yet to issue any guidelines
for their members.

The Scope
3461 affects 3 areas: 
● Accrual accounting must now be
applied to many benefits an employee
receives either in retirement or in a
post-active-employment setting. Typic-
ally these have been treated on a pay-
as-you-go basis, except for pensions of
course. 
● Accrual accounting will now also be
required for other corporate commit-
ments that may not be contractual.
Key examples are ad hoc cost-of-living
adjustments to pensions or disability
plans. 
● All pension benefits which have
already been subject to accrual
accounting must change their earn-
ings assumption from a best estimate
(usually actuaries have recommended
8%) to a current market-based dis-
count rate (currently about 6%). 

The Impact 
Could be summarized as: 
● Additional current and future ex-
pense. The list of benefits to be treated
on an accrual basis is being increased.
● More additional current and future
expense. Even some benefits that are
not contractually committed now have
to be accrued. 
● Very much more additional current
and future expense. The discount rate
assumption to be applied to these new
benefits as well as those already pre-

funded (like pensions), is market-based,
currently a drop of 1% to 2% from the
most common current level of "manage-
ment's best estimate". This will signifi-
cantly increase the pension expense
booked for 2000 and thereafter.
Multiples of 150% to 300% are not
uncommon with the higher multiples
applying to the younger, less mature
pension plan.

The First Step
Check the scope as it relates to your
organization by completing Table 1. If
you work for a school board or a gov-
ernment, this will indicate the future
scope for you. The shaded area repre-
sents the new requirement.

The most frequently found benefits
have been listed. You need to examine
your organization's practices to see if
there are any others that apply. If so,
pencil them in.

At this point, you know
whether 3461 will impact

your organization.

Next
P r e s u m a b l y, you would rather find
out before the end of your fiscal 2000
how much these new expenses might
mean to you, both in the set-up year
and annually thereafter. You might
want to know before your fiscal 2000
begins, so that you can potentially
adjust practice if you deem that nec-
e s s a r y. You may even chose to imple-
ment these new accounting stan-
dards one year early.

Heath is gearing up to provide you
with reasonable estimates as inexpen-
sively as possible. As you might expect,
we will need data from you in order to
perform the calculations. At press
time, the nature and amount of data
required is still being figured out, but
we expect this to be finished by the
end of October.

You might want to review this
matter with your accounting profes-
sional, in advance. Then, when you
want your organization's liability
calculated, call your Heath consul-
tant. We can review with you the
data that is required, and then get
on with the calculation.

2

CICA 3461 The New Accounting Standard continued from front page

Table 1. Post-Employment Benefits Does Your Corporate PolicyProvide/Pay For? If So, Do You Pre-fund?

For All Staff For Some Groups While Working When Active 
Employment Ceases

1. Retirement Benefits
a. Health Insurance
b. Dental Insurance
c. Life Insurance
d. Medicare Premiums
e. Defined Benefit Pension plan
f. ad hoc cost of living to pensions

2. Post-Active-Employment Benefits
a. Health Insurance to LTD/WCB claimants
b. Dental Insurance to LTD/WCB claimants
c. Life Insurance to LTD/WCB claimants
d. Non Insured STD or LTD benefits
e. Self Insured WSIB/WCB benefits
f. Severance Benefits
g. Supplemental Unemployment benefits
h. Paid Leaves eg sabbaticals
i. Accumulated payable sick days
j. ad hoc cost of living to LTD




