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IAA Sections 

Operating Reserve Policy 
 

1. Purpose and Objectives 

An Operating Reserves Policy has been established to ensure that IAA Sections maintain 

appropriate financial reserves to mitigate operational risks while avoiding undue accumulation of 

funds. Compliance with this Policy is necessary to meet Non-Profit Organization requirements set 

by Canadian tax authorities. 

Fees are collected to deliver services to members and to allow Sections to produce outputs in 

support of their mission. Thus, a proper balance needs to be made between financial reserves 

and operational delivery of services. 

The objective of this policy is to ensure that Section funds are actively deployed in support of their 

strategic objectives while maintaining prudent financial resilience. 

 

2. Scope and Application 

2.1 Applicability 

This policy applies to all IAA Sections. 

2.2 Review Frequency 

This policy shall be reviewed annually. 

2.3 Relationship to IAA Policy 

This policy establishes complementary reserve management principles for IAA Sections. 

2.4 Asset Designation 

Section assets are designated solely for Section operations and are not included in IAA reserve 

ratio calculations at the institutional level. 

 

3. Policy Requirements 

3.1 Measurement Standards  

Levels of operating reserves shall be measured by a “reserves to operational expenses” ratio 

based on the following elements:  
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• Reserves: The total unrestricted net assets available for general operations, excluding 

designated funds and restricted contributions. Divided by: 

• Operational expenses: The yearly operational expenses based on the most recently 

approved budgeted expenses of the current fiscal year. For purposes of this calculation, 

the approved budget shall be the budget formally adopted by the Section Board for the 

relevant fiscal year. Expenses resulting from a reserve draw down plan in the respective 

period are not part of normal operational expenses and are therefore excluded from the 

calculation of the ratio. 

3.2 Operating reserve ratio 

The operating reserve ratio (as defined above) is to be between 100% and 200%. Each Section 

shall recommend mechanisms to meet and maintain this reserve ratio goal in its current and future 

budgets, with a goal to establish a reserve ratio within the indicated range over a three-year period 

that shall not exceed 200%. 

3.3 Excessive reserves draw down plan 

• Sections operating reserve ratio will be reviewed by the Audit, Finance and Risk 

Committee on a yearly basis during the fourth quarter of each fiscal year. 

• A Section whose operating reserve ratio exceeds 200% shall receive a formal notice by 

the Audit, Finance and Risk Committee requiring remediation of this situation by 

presenting a reserve draw down plan to be approved by the Audit, Finance and Risk 

Committee. 

• The Section will have a 3-month period to produce such a plan and seek approval from 

the Audit, Finance and Risk Committee. 

• This plan shall include the forecasted expenses and revenues over a period not 

exceeding three fiscal years (including the current fiscal year), with demonstrated 

spending objectives aiming to bring the ratio in compliance with this policy.  

• Sections exceeding the 200% ratio at the effective date of this policy shall be permitted 

a phased compliance period not exceeding three fiscal years from the effective date, 

provided that a compliant draw down plan is submitted within six months of the policy’s 

effective date. 

3.4 Designated funds and restricted contributions 

A reserve draw down plan may include the use of designated funds and restricted contributions 

to be used exclusively by the affected Section within the following parameters: 

• Contributions to a restricted fund intended for future International Congress of Actuaries 

(ICA) expenditures and bursaries shall not exceed CAD $50,000. 
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• Contributions to a restricted fund for Joint Colloquium (JoCo) expenditures and bursaries 

shall not exceed CAD $50,000.  

• Contributions to a restricted fund for the Section’s prize expenditures shall not exceed 

CAD $50,000. 

• Restricted contributions to fund multi-year initiatives and research projects shall not 

exceed CAD $50,000 for all such initiatives and projects combined (not by individual 

project or initiative). 

• Formal Section Board approval is required to create such restricted funds. Section Board 

approval is required on a yearly basis for the continued use of restricted funds. This 

approval needs to be reviewed by the Audit, Finance and Risk Committee for 

reasonableness before being implemented by the IAA Secretariat.  

• Designated funds and restricted contributions are intended to be used, and not as tools to 

store assets.  

• Any designated funds or restricted contributions not utilized for a period of three 

consecutive years shall be subject to review by the Audit, Risk and Finance Committee. A 

Section may request continuation, with documented justification. Unless there is 

satisfactory justification, the Audit, Finance and Risk Committee may require reallocation 

of such funds back to the operating reserves of that Section. 

3.5 Monitoring and adjustments 

• The Audit, Finance and Risk Committee shall monitor the progress against the approved 

reserves draw down plan on a yearly basis.  

• Any required adjustments during the course of the plan shall be documented and a notice 

will be sent to the relevant Section for immediate action within a 3-month window from the 

time of notice. 

• The IAA Secretariat shall calculate the operating reserves ratio annually based on audited 

financial statements and approved budgets and shall provide a standardized reporting 

template to ensure consistent application of this policy across all Sections. 

 

4. Governance and Oversight 

4.1 Oversight Authority 

• The IAA Audit, Finance and Risk Committee is responsible for monitoring Section 

compliance with this policy. In conducting their review, the Audit, Finance and Risk 

Committee shall act reasonably and seek consensus whenever possible, in the best 

interest of the IAA. 
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• The Executive Committee retains ultimate governance oversight authority and may review 

or amend determinations made under this policy. 

• A Section may request review by the Executive Committee of any determination made by 

the Audit, Finance and Risk Committee under this policy. 

4.2 Support and Guidance 

The IAA Secretariat will provide guidance to Sections on compliance and monitoring, based 

on annual financial reporting and policy application. 

4.3 Compliance 

If a Section does not present an acceptable reserve draw down plan or does not implement 

the required adjustments to align the approved draw down plan within the prescribed period, 

the matter will be automatically referred to the Executive Committee, who will assess the 

situation and implement remedial actions.  

 

This policy was drafted by the Audit, Finance and Risk Committee and approved by Council on 

June 25, 2026 and applies to fiscal years beginning on January 1, 2027.  

 


