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Moderator Dean A. Newell: Good morning, there’s still plenty of seats up at the front here so if you are at the
back and you’re having trouble seeing the screen, please feel free to move up to the front.

Just as an introduction, my name is Dean Newell, I’m the moderator for this session. This session is on
Retirement Income Adequacy for Canadians and Current Savings. So the thoughts behind this presentation are
related to the University ofWaterloo/CIA study “Planning for Retirement: Are Canadians Saving Enough?” So we
had that paper come out in the summer last year. There’s a little bit of a debate around there on the conclusions
in that report and following that report, a study was done at the University of Waterloo by Bonnie-Jeanne
MacDonald and Rob Brown to further analyse what are the income needs of Canadian retirees. That study was
just recently published online and the name of the study is “Necessary Living Expenses for the Canadian Elderly”.

So if you haven’t seen that and if you have a pen and paper, I will give just give you the URL for that. It is at
www.stats.uwaterloo.ca/stats_navigation/iipr/2008reports/08-09/pdf, so it’s a little bit long but if you go to the
University of Waterloo stats webpage you’ll get to the IIPR (Institute of Insurance and Pension Research) website
which has a lot of really great studies.

So without further ado, I will introduce our two speakers. One is Rob Brown, he’s a graduate from the
University of Waterloo in 1971 with a Math degree. He added an MA in Gerontology in 1994 at Waterloo and a
PhD from Simon Fraser in 1997. Rob is a Fellow of the Canadian Institute of Actuaries, a Fellow of the Society
of Actuaries and an Associate of the Casualty Actuarial Society and an Honorary Fellow of the British Institute of
Actuaries. Professor Brown was the President of the Canadian Institute of Actuaries in 1990-91, and was President
of the SOA in 2000 and 2001. Rob is now Chair of the International Actuarial Association Social Security
Committee and sits on the IAA executive committee. Rob was also the Research Chair for the Ontario Expert
Commission on Pensions in 2007-2008. Rob has authored six books including “Economic Security for an Aging
Canadian Population”.

Professor Brown has published 50 articles in refereed journals. His research focus is on the evolution of
financial security programs in times of rapidly shifting demographics. More particularly his main interest is in the
financing of Social Security in an aging population.

And secondly, I’ll introduce Bonnie-Jeanne MacDonald, who will speak after Rob’s presentation, more
specifically on the necessary living expenses for Canadian elderly. Bonnie-Jeanne MacDonald graduated from



University ofWestern Ontario in 2001 with an Honours Bachelors Science in Actuarial Science, where she earned
the University of Western Ontario’s gold medal for achieving the highest average in the actuarial science program.
Bonnie-Jeanne was successful in passing each SOA exam on her first attempt and at age 25, she was the youngest

to be granted the FSA designation among 100+ new SOA Fellows at the May 2004 SOA ceremony. She has spent
two summers working as an Assistant Analyst at Maritime Life, following graduation 2 ½ years as an Actuarial
Analyst at Heckler Partners. In June 2007, she completed a PhD in Actuarial Mathematics under the supervision
of Andrew Cairns at Heriot-Watt University in Edinburgh, Scotland. She has published two articles in refereed
journals and has submitted an additional two. Two months ago, she was honoured with the greatest designation
of MOM. She now holds an NSERC Postdoctoral Fellowship in the department of Actuarial Science at the
University of Waterloo under Rob Brown.

Without further ado, Rob Brown.

(Applause)

Speaker Robert L. Brown: It’s always nice when they read the kind things you write about yourself correctly.
(laughter) It’s very much a tribute to Dean.

Well this goes back more than a year ago now. We were asked to look at living expenses in terms of whether
or not Canadians were saving enough for an independent retirement. The work was done by a group of graduate
students at the University of Waterloo supervised by Doug Andrews and also by Steve Bonnar, somebody I think
everyone in this room probably knows. And we looked at people who were 40 in 2005 who would retire in around
2030 and we combined that profile with the existing savings patterns to try to see if that cohort was going to be
able to retire comfortably and independently. It was also a chance for a CIA media event that took place June 14th
here in Toronto and it was very successful and I’ll give you some stats on that in just a second.

So here are the key findings on the report “Are Canadians Saving Enough for an Independent Retirement?”
We found that many Canadians really don’t understand that our Social Security system is relatively small.

Certainly in the world of Social Security systems ours is in fact one of the smaller ones. That Old Age Security,
Guaranteed Income Supplement and Canada/Quebec Pension Plans will really just get you to the poverty line.
You’re not going to retire in luxury if this is all that you’ve got in terms of providing for retirement. For an average
worker, Social Security will provide you with a 40% replacement ratio and this is usually deemed not enough for
independent retirement security.

So in our study we actually set up 72 households with different characteristics but basically we looked at 40-
year-old Canadians, one household earning the average industrial wage, at that time $40,000; and another earning
twice that level. What we found was, if you’re going to pay for what existed in the literature at that time as the cost
of living in retirement, that a single person at that average industrial wage would have to save as much as 20% every
year for that 25 year period of time to retire comfortably and independently. It depended on the rate of inflation.
With different rates of inflation that number was as low as 14% but it was as high as 20% within believable
distributions of rates of inflation. A couple with a combined income of $40,000 would need to save 30% each year
for that 25 year period of time. Now that would include making Pension contributions and paying off a mortgage
and we’re going to come back to the importance of the mortgage in one of the future slides. We did ignore
inheritances, windfalls, winning of lotteries - we didn’t think that was the way to plan for retirement.

So what we found was, about 2/3 of Canadians were in fact not saving enough to meet necessary household
expenses. And those that were doing well, the 1/3 who were doing well, it turned out they had at least 2 of these 4
provisions, two of: home with no mortgage, employer-sponsored Registered Pension Plan, private RRSPs and extra
savings. Any one of those was not enough to get you to independent retirement security; you had to have two of
those. And about 1/3 of Canadians have two of those, in fact you probably know this very well yourselves, but
people who have one or two of these tend to have all four. So the people who are in employer-sponsored Pension
Plans tend also to have RRSPs, tend also to have homes with no mortgages, tend also to have private savings.
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Now one of the things we did mention in our study was that if you found yourself in trouble in terms of
retiring comfortably at age 65, that a very viable solution was to consider working just a little bit longer. And this
really made a huge difference. If you could work for example to age 70, it really made a huge difference.

The implications then of the study were as follows: Canadians need more education with respect to retirement
and the Canadian Institute wanted to help in that education process. And that perhaps we should allow more
incentives so that people would save, such as higher RRSP limits - they really haven’t moved with average wages.
When RRSPs first came in, the contribution limit was about 8 times the average industrial wage, now it’s about
2.2 times, so it hasn’t moved with wages. And perhaps we should even think about making mortgage interest tax-
deductible to encourage people to have homes mortgage-free and, finally, to halt the decline in DB (Defined
Benefit) coverage. There will be a report out seven days from now called the Ontario Expert Commission on
Pensions that will also comment on halting the decline in DB coverage.

By the way this is the first meeting I think I’ve ever been to where I was asked to prepare two complete sets
of PowerPoint slides, one if the Pension Commission had been public by today and the other, this presentation
that you’re seeing now. And no, you can’t have my memory-stick, you can’t look at what the Pension Commission
is going to say. I’m back in a week.

Well then we did take the opportunity to use this document as a media event, and that took place June 14th
2007. And the media met with Normand Gendron, the then-President of the Canadian Institute, Steve Bonnar
and me. So we sort of took the responsibility for dealing with the media. In total, we had 15 media interviews, 74
radio or television stations covered the story, 67 newspapers or electronic equivalents carried the story and we’re
told that our total reach in these different aspects was over 2 million Canadians. I believe that this was the most
successful CIA media event that we’ve ever had. Well it was successful externally at least but in fact, upon
publication of our findings, one of our members took a bit of umbrage to our results, arguing that our savings
targets were way too high and that we had misled Canadians and in fact we had done a disservice in that regard.

So we decided to “substitute facts for appearances and demonstrations for impressions,” you may have seen
that phrase before. And the Canadian Institute of Actuaries through the Actuarial Foundation of Canada (little
drum roll here, because the Actuarial Foundation is here asking you to participate in their activities), so the Actuarial
Foundation of Canada commissioned an independent study of basic living expenses for the elderly in Canada and
really separating out the elderly for the first time in this study. The work was done by Dr. Bonnie-Jeanne
MacDonald who is a Fellow of the Canadian Institute, so she has these bookends of credentials. What we’re going
to do now is have Bonnie tell you the results. Bonnie-Jeanne.

(Applause)

Speaker Bonnie-Jeanne MacDonald: Great, great, thank you so much, Rob and Dean. As Rob mentioned,
today I’ll be speaking about our recent research on the basic living expenses for Canadian elderly. The information
of my presentation, as Dean mentioned, it’s actually a summary of a paper that we submitted pretty recently, last
May, to the Canadian Journal of Aging, and there’s a version of it online.

So first of all, to give you just a broad overview of what I’ll be speaking about today. Our research undertook
to determine the basic living expenses of the Canadian seniors but living in different circumstances in terms of their
age, their gender, their household size, whether they owned their home, whether they rented, their means of
transportation and their health care. And we calculated the required expenses in each of the basic needs components
and those were food, shelter, healthcare, transportation and miscellaneous costs. Using 2001 as our base year, we
built an elderly threshold actually for various cities including Halifax, Montreal, Toronto, Calgary and Vancouver
and this research is unique because it is the first Canadian study of absolute basic living expenses that’s actually
tailored specifically to the elderly rather than to all adults in general. And the results should be useful to many, of
course including seniors, financial planners, actuaries, public policy advisors, etc.
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The people involved were, of course myself, Dr. Doug Andrews, who’s a Senior lecturer at the University of
Southampton, the School of Mathematics and of course, Dr. Rob Brown. And the why, as Rob explained, this
study resulted from work previously done by the Canadian Institute of Actuaries to see if Canadians were saving

enough for retirement. And the question arose however, how much is enough? And we were trying to find an
answer to that.

So presently in Canada the commonly used “poverty lines” are the Low Income Cut-Off (LICO), the Low
Income Measure (LIM), the Market Basket Measure (MBM) and Sarlo’s Basic Needs Poverty Line.

Now I put the term “poverty line” in brackets just to recognize that Statistics Canada has repeatedly stated
that LICO and LIM are not measures of poverty, there are just a means of knowing which incomes fall below the
average, and similarly the HRSDC (Human Resources and Social Development Canada) has made a similar
disclaimer regarding the MBM. Nevertheless numerous organizations and the media tend to use one or other of
these measures to determine, to basically gauge the poverty in Canada from year to year.

The first two, LICO and LIM (throughout the presentation I’ll use their abbreviated names which are LICO,
LIM, MBM and just Sarlo), LICO and LIM they’re actually relative measures of poverty and they’re calculated and
based on the median income of the Canadian population. And the MBM and Sarlo on the other hand, they’re
absolute measures of poverty and what that means is that they’re calculated based on the cost of a household’s
essential goods and services that would satisfy a minimum standard of living. Now none of these measures, however,
were actually tailored to the elderly, as I said. The elderly in any of these households were treated as just any other
adult. But owing to age and retirement status, the basic needs of, financial needs of an elderly may not be the
same as the average adult. For example, food cost for the elderly is generally seen to be lower than a working
household just because retired households can engage in more household food production, they can cook at home
basically. While people who work, they generally have to eat more produced foods. In addition, of course, when
you stop working all your work related expenses will cease and that will also bring down the cost. So that’s two
examples of why they’re not necessarily the same.

So our objective then is to measure the absolute cost for Canadian elders to provide for their basic needs but
also we wanted to take into account regional differences and various life circumstances.

Fortunately in the U.S. there’s a measure that does just that and it’s called the Elder Economic Security
Standard or simply the Elder Standard. And the U.S. Elder Standard, it answers various questions such as, what
is an adequate income for older adult households to age in place? How does it vary according to their life
circumstances: whether they’re living alone or with a spouse, rent or own their own home, drive a car, use other
transportation? And how do elders’ living costs change as their health status and life circumstances change? And
finally what happens if they need long-term care to keep living at home?

So the aim actually of the Elder Standard is to promote a measure that provides economic security for elders
but without compromising their independence in the community. And so the measure is not a poverty line and
likewise we believe that the retirement income target for our purposes is not one of abject poverty, rather, we want
to measure a reasonable but still low-budget standard of living threshold for the elderly.

So therefore, there’s actually a balance between allocating the appropriate amount to cover basic living expenses
but then also having enough money there to provide independent economic security. An important feature of the
Elder Standard that we emulated was a goal to have elders “age in place” with well-being, dignity and independence.
And what that means is that they would continue to live in their home, whether it was rented, mortgaged or
owned, rather than being relocated to an assisted living establishment. And this assumption is actually closer to
reality because the majority of seniors do live in their own private dwellings in Canada, about 93%, and also
studies have shown that seniors with more money will continue to live in their family home until their death
compared to seniors with less money who will have to move. So that shows that people who have the money and
can afford it would prefer to stay in their family home until they die.

However with the objective of having seniors age in place but also have economic security, some of our
assumptions, the way we costed each of the components of our thresholds, were affected. So here are the different



components of our threshold and for example in shelter, we included the cost of a mortgaged home, even though
that would obviously be higher than renting an apartment. Further, nursing homes were not included in our
threshold. Further, people with long-term health conditions, we assumed that their health care would be

administered at home. And also finally for transportation, it’s a really important tool for independence for seniors.
So for those seniors whose health conditions would not permit them to drive, take public transportation because
it would either be too difficult or really just impossible for some people, we did assume that. We did include the
cost of owning a modest automobile for the case where a senior really does have poor health. But of course in cases
where seniors were able to take public transportation, that would be the assumption.

So in building our threshold we were guided by the previous absolute measures and that would include the
MBM, Sarlo, as well as the Elder Standard. So combining their insight and their approaches with other relevant
information, we determined the price of each component of this threshold and our assumptions in pricing each
component of the threshold also drew from literature on the relationship between basic needs spending and age
and retirement status.

Now based on our findings, we actually produced two papers, a shorter version and a longer version. The
longer version of the paper contains 30 pages of appendices that explain in detail the methodologies and our
assumptions behind the pricing of each component, and we’d be here all day if I started getting in to all that. So
I know I’d put myself to sleep and everyone here, so rather than do that I’d rather just recommend that anyone
interested in that information just to follow the link or at least anyway email any one of us and we’ll send you the
link to that paper. (laughter)

So what I will say though, I’ll give a quick word on our major sources of data. The first was a Health Canada
National Nutritious Food Basket that costed the price of food for the elders. We relied on the Canada Mortgage
and Housing Corporation for rental prices in each of the cities. The Statistics Canada Survey of Household
Spending contributed to different components including transportation, health care, as well as shelter. The
Canadian Census, we used to price the cost of owning and operating a home with or without a mortgage and also
to find out the cost of home-based long-term care assistance, we’d relied on the Statistics Canada Participation and
Activity Limitation Survey. And finally, we actually used some assumptions directly from the MBM threshold as
well as the Elder Standard.

As I said in the beginning, we produced thresholds for five urban centres, included in which were Halifax,
Montreal, Toronto, Calgary and Vancouver, which we assumed would be adequate for the rest of Canada only
because it is generally cheaper to live in rural areas than it is to live in urban ones. And moreover, the majority of
the population does live in a metropolitan or urban area and that includes three of every four seniors.

So we calculated different Canadian data, the basic cost of living for both the single and two-person household
(just put those all up), as well as people who own their home with or without a mortgage, public transportation,
private automobile, couples, singles, different age groups and different levels of long-term care assistance. Because
of all the different tracks for each variable, we actually had 108 different thresholds for each city. So really it can
be tailored to the circumstances of the individual involved.

Now before I present our results, it’s really a good time to say a few words about absolute measures. Our
threshold, like all thresholds, is subjective and it’s somewhat arbitrary. Seniors live in diverse circumstances that
necessitate different levels of financial income and, because they are such a diverse group really, although our
threshold could fit the typical senior, it will definitely not fit all seniors.

So I’ll first illustrate our results using a Torontonian male. I’m just going to show the cheapest circumstances,
which would be someone who owns his own home, so he’s not paying rent or a mortgage, and he relies on public
transportation and he has no home-based long-term assistance. So in this scenario, his annual basic cost of living
would be very low (this is in 2001 numbers), it would be oh $11,616. If however he rented an apartment, his
threshold would go up to $17,500. If on the other hand, he owed a mortgage rather than owning his own home,
his threshold would jump to nearly $24,000. If he had a mortgage and he also needed to use a car, then his
threshold would be over $26,000. If he had a mortgage, a car, and needed a little bit of help at home then his
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threshold would be over $27,000. And if he actually needed a high level of long-term care assistance, his threshold
would be nearly $40,000, which seems like quite a jump but actually if you compare that to the U.S. standard, in
the U.S. just a high level of long-term care alone is $40,000, so it’s quite a bit cheaper in Canada.

So I’ll next compare results to the commonly used poverty lines that I showed at the beginning of the
presentation, but to make a comparison I had to pick a certain set of circumstances and what I chose is what I would
consider to be typical circumstances for an elderly in Canada and that would be somebody who would own their
own car but they’d also own their own home, and in 2001, over 60% of seniors did own a home without a mortgage
and also they would have a low level of long-term care assistance and that would just mean someone would come
maybe once or twice a week, maybe help clean, cook, maybe help with some heavy chores. Now in that scenario
in Halifax, our threshold is a typical elderly threshold, so I’m comparing it to the other three. In every city it kind
of comes out in the middle. As well in every city, Sarlo’s is always at the bottom but his threshold is commonly
criticized for being much too low, and in this particular, for singles in each city, LICO comes out pretty much on
top in every city. And for couples, it’s the same thing for Sarlo’s, ours comes out somewhere in the middle and the
MBM is normally on top.

Now just to begin to illustrate the impact of circumstances alone, if we had assumed that our individual rather
than having a home, owning their own home, if we had assumed that they actually had a mortgage, then just that
one assumption change will put the threshold on top in every city for both singles and couples. So it begins to
illustrate that circumstances really play a big role in what the threshold would be in retirement, and not really age.
It’s really just your personal circumstances. And as already showed, shelter played a big role but as I mentioned
before, even more so, the biggest culprit of expense would be health status. Because once an elderly requires long-
term care assistance, then they’re looking at a much higher threshold of basic needs spending.

So next I’ll actually present the figures in each city. It’s for Halifax, Montreal, Toronto, Calgary and Vancouver,
for both singles and couples. Because the individual is assumed to own their own home, you don’t see very big
geographical differences between each city. However, if we had assumed they rented, because rental prices really
do vary so much between cities, there’s much more of an impact. So just to illustrate that, I’ll bring a new threshold,
it’s called the No Assets Threshold and the circumstances are that this individual would rely on public
transportation so they don’t own a car, and they rent and they also would have just a low level of long-term care
assistance. Now in that circumstance, the range is quite a bit different. So you see that a single in Toronto, their
expenses are about 50% higher than somebody in Montreal.

So just to wrap up, our Typical and No Assets Thresholds in the previous slide could appear quite modest and
actually low for someone saving for retirement, but of course they were based on assumptions like they weren’t
driving cars, and in the typical scenario they actually owned their own home, so you have to really base it on the
circumstances of the individual. And moreover, people usually save for retirement hoping to enjoy their retirement,
which would include joining clubs, going to the movies, travelling etc and however, but to actually measure what
Sarlo called the Social Comfort Line is an incredibly subjective task and it’s very difficult to do because it really
just depends on the individual’s expectations after retirement and their circumstances.

And lastly, another point to consider that I would like to bring up, when determining the basic expenses of
retirement, there’s a major financial hardship that could occur if someone unexpectedly retires early and that
actually was shown to be the biggest cause of a drop in income after retirement was unexpected early retirement.
So in such a case, the majority of the time people actually retire unexpectedly because of poor health and as our
threshold showed, poor health will also lead to more and greater expenses. So it would be advisable therefore to
add an additional precautionary amount to the absolute threshold that we’ve presented just to protect against
unanticipated early retirement.

That’s it and if you want the paper, you can email me at this address please, it’s a little easier than to copy down.
Thank you very much.

(Applause)



Moderator Newell: Do you have any questions?

Brian Jenkins: It’s a wonderful study and I found it very interesting, I do have a question just perhaps because I’m
Canadian. I didn’t notice a line in there called taxes, (laughter) something which tends to be the big driver, were
those numbers pre- or post-tax? And were the LICO numbers and the LIM numbers pre- or post-tax?

Speaker MacDonald: Yeah, they were after-tax measures. Yeah, exactly.

Brian Jenkins: So they’re after-tax.

Speaker MacDonald: Yeah, yeah, and I noted that in the paper but I didn’t mention it in the presentation. It’s a
good question though.

Brian Jenkins: OK, so one would need a higher level than that in gross terms.

Speaker MacDonald: Absolutely, yeah, that’s the after-tax measure. The reason why we didn’t show before-tax is
just because the source of income (as probably a lot of you know better that I do), that the source of income will
determine the way taxes are done. OAS is taxed, GIS isn’t taxed, so for these reasons, the Elder Standard in the U.S.
also did an after-tax measure and we did as well.

Brian Jenkins: Thank you.

Moderator Newell: Just for the recorder, that was Brian Jenkins. I may not be able to name everybody in this room
so perhaps from here on you can help us out with a...

At this point if I’m in a classroom, I always tell the audience that there are two possibilities. One is that the
presentation was so good that you understand everything perfectly and the other is that the presentation was so
bad that you can’t understand anything at all to be able to come up with the questions. I don’t think we’re at either
of those two extremes. So OK, number two please.

Heather Wolfe: Hi I’m Heather Wolfe, I’m from TD Bank, I’m one of those unique actuaries who’s also a plan
sponsor. As you went through your study, very interesting, thank you very much, did you find, did you come to

any conclusions about appropriate replacement ratios? Because there’s been a lot of coverage about it, is it 70%?
Is it 100%? And I know it depends on circumstances, but as a plan sponsor, we look to provide some kind of
guidance to our members about where they can look for this information or what they should think about. I
wonder as you did your study if you came to any conclusions or had any thoughts about replacement ratios?

Speaker MacDonald: Yes it’s a really good question because that is definitely whether, when it comes to adequate
retirement savings, do you look at absolute values or replacement relative values? And this study really was
exclusively just absolute values, because you’d of course have to know the person’s income so to figure out how much
that is replacing, so I guess if you compare these values to the average Canadian income, then you’d see a
replacement ratio but I’m not sure how, that’s not probably specific enough for you (laughter)

Heather Wolfe: That’s Ok, thank you.

Speaker MacDonald: Thank you for the question though.
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Robert L. Brown: I think one of the things that you at the Bank or financial planners or advisors can do with this
data is ask your client to describe where they hope to be when they’re 66, 67, in terms of: do you want to drive a
car? Do you think you’re going to need a little bit of help around the house? And then put them through the

profile and up comes the number, that’s what you need for absolute basic necessities. So it seems to me this
multiplicity can be used to your advantage through a question and answer approach with your clients.

Speaker MacDonald: And also encourage them to save more, because if you say this is how much you need just
to drive a, our assumed was a five year old Chevy, you’re hoping to drive something a little newer, then you would
need actually more money than this. So they see this is actually a minimum, it may encourage them to be saving
more than they are currently doing.

Jeff Shaddick: Rob, did you or Bonnie-Jeanne integrate your savings report that sort of started this with these
results and did it change your outlook on the savings?

Speaker Brown: Right, if you go back to our report of June 2007, we were using numbers that said, before tax
such expenses would average $25,000 for single-person households and $44,000 per senior two-person households.
Those were the numbers that we used for “Are Canadians Saving Enough?” I’m going to repeat a couple of things.
First, remember in the study about “Are Canadians Saving Enough?”, we actually created 72 potential households
in terms of 40,000, 80,000, single, dual, and you can also see that Bonnie-Jeanne created a whole lot of, there’s
no single answer in her report, there’s a number of answers, 100 and some?

Speaker MacDonald: 108, yeah.

Speaker Brown: 108

Speaker MacDonald: 108 for each city

Speaker Brown: So I think this needs to be said. There’s not a single answer and of course we deal as actuaries,
we deal with averages a lot, but this is not a place where averages work all that well. In terms of, we started the report
and asked Bonnie-Jeanne to do this work to see if we needed to redo this study and I don’t think we do, I think
those numbers are close enough to several of the components in Bonnie’s report that we feel quite comfortable with
what we reported in June of 2007 and I see no need to redo the report.

Neil Duffy: My question is for Rob. I’m just wondering, your study was based on Canada. Do you have any
perspective of other countries? Are we worse than other countries in terms of our savings rates and our apathy
towards retirement?

Speaker Brown:Neil, I don’t know that I can give you a specific answer on that. Certainly Bonnie-Jeanne worked
on the U.S. elderly study that was done basically for Boston, Massachusetts is that correct?

Speaker MacDonald: Um

Speaker Brown: The only area I can comment on is Social Security and Canadian Social Security is very highly
targeted and focussed. I think it’s reasonable to say that a Canadian who’s been here 40 years and therefore qualifies
for full Social Security will be very, very close to the poverty line. In other words what I’m trying to suggest is that
there’s very few Canadian elderly living below the poverty line. Having said that, we don’t do too much more than
that through our Social Security system. And if you start to graph the Social Security benefit, they’re very, very level



because people in this room will get a big Canada Pension Plan benefit, but guess what? You’re not going to get
any GIS and you might not get your OAS. So what we do as a government and in a sense as a society is we provide
this: you’re not going to live in poverty almost guaranteed but then we’re not going to do much more than that

for you. That’s left to your employer’s sponsored plans and your own single initiatives. In other parts of the world,
Social Security is everything; you can see replacement ratios in Europe of 65-70% through the government-
sponsored systems.We’ve taken a different approach in our culture here with a mix of public and private. I happen
to think it does a pretty good job.

So I’ve sort of run around the mulberry bush. Neil, I don’t think I’ve actually answered your question but that’s
about the best I can do. Bonnie-Jeanne, can you comment on the United States at all because of the Massachusetts
data you looked at?

Speaker MacDonald: No they didn’t really show any results like that.

Rob Dowsett: I think this is a wonderful piece of work that Bonnie-Jeanne has done and congratulate you, Rob
and Bonnie-Jeanne for digging into this very useful set of researches. My question is, you have added this variation
of different circumstances of people living and I go back to Malcolm Hamilton’s comment that you were setting
the bar far too high, have you had any comments or any discussion with him? Because I think the bar is high for
some of your results but it’s not for others and the difference being: are you renting, do you have a car. And I
think the results there lead me to feel that perhaps Malcolm was assuming in his comments that what you really
need is only living in an apartment or living in your house without some of these extra expenses. But you pointed
out that’s not the average Canadian and so maybe he’s right and you’re right, both. Is that possible? (laughter)

Speaker Brown: I don’t think you can consider your conclusions to be correct until Malcolm has criticized them.
(laughter) It’s interesting, there was a session in this room with two lawyers just in the previous time slot, and they
started by saying “Is Malcolm here today?” (laughter) and there was this tone of fear and trepidation (laughter). We
are sharing the study, we are actively at this moment sharing this study with Malcolm. It’s still, you know, the ink’s
just dry on it, so we haven’t had a chance to get his response. I think there’s still a remaining question, I mean,
Malcolm says “Look, you just don’t have to have these 70% replacement ratios, it just doesn’t make sense, and there’s
lot of evidence that elderly in Canada must be living well because they’re still saving, they’re still providing gifts to
their grandchildren and nieces and nephews, you know we’re raising the bar way too high” and yet Bonnie-Jeanne
spent eight months actually phoning and getting in touch with people at social development offices and what

does this cost in Vancouver and what’s the food basket that we should be pricing? I mean I just think that this is
excellent, excellent, excellent work and it comes to conclusions that are at variance with Malcolm’s conclusions.
So maybe we’re right. Bonnie-Jeanne, you should comment perhaps. You’re fine with that?

Speaker MacDonald: Yes I think so.

Speaker Brown: OK so you know I think that still holds up, I really do.

Speaker MacDonald: Yes I think Dr. Hamilton, he definitely has a point…

Speaker Brown: No, no, no Malcolm Hamilton... (laughter)

Speaker MacDonald:Mr. Malcolm Hamilton certainly has a point that, yeah, I mean the majority of Canadians
do have homes, but not the vast majority. Like I said, in 2001 it was only 60% of seniors who have homes without
mortgages and these are the things people keep pointing to when they’re talking about seniors don’t need so much
after-retirement, but that’s not all seniors, that’s some seniors. And so you really have to realize there are seniors
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who will have to rent, who will need a car. And it’s not like, maybe I can bike, they just can’t bike anymore, they
need a car. And these circumstances are just so important, so when it comes to a minimum threshold, it’s just
good to have something that you can tailor to a certain individual’s circumstances because seniors just live in such

diverse circumstances that you really have to take into account these important components. Otherwise, we could
be really short-changing some people at the end of the day.

Speaker Brown: I think there is still a remaining question though, why is there this dichotomy of view and I think
Malcolm does extremely careful work and when he draws conclusions, they’re based on sound analysis. And there
may be some missing link, it may be what we can’t measure, it could be that in fact families do a lot more in terms
of support than we find statistics around. There’s got to be a reason that there are elderly Canadians who have
virtually nothing more than Social Security who are in fact still able to save and still able to provide gifts to members
of the family. So we still need to scratch away at this remaining question because it’s a very valid question.

Jerry Loterman: A question for Bonnie-Jeanne, I’m sure it’s probably in the details of your report but, what kind
of numbers were you looking at for like more elderly seniors who were say in their 80's who probably need to go
into a retirement home? They can be very expensive. I had to go through this experience with both my mother
and mother-in-law and then eventually my mother-in-law had to go to a nursing home, so those costs are huge

Speaker MacDonald: Yeah

Jerry Loterman: And retirement homes often don’t give you subsidies depending on your income so I’m just
wondering what kind of numbers you’re looking at there and maybe this is where some of the, you know, really
huge numbers for saving for retirement are really necessary. It’s quite a bit of difference between a 65 year old and
an 85 year old.

Speaker MacDonald: Yeah, no it’s true. Between 65 and I believe 80, the average number of Canadians who
actually live in senior homes is less than 5% but once you’re over 80, it increases quite a bit to about 30% and so
it is an important cost to consider. The aim of our study really was to keep people at home, because you could stay
at home. Today even in rural areas the development of home-based long-term care assistance has just been really
good. So they found that people are staying home more than they ever did in the past unless people are going to
nursing homes, because they’re able to get this special assistance in their home.

We didn’t actually look at the cost of nursing homes, I did in the beginning a little bit but we kind of really
wanted to follow the guidelines of the Elder Standard and we felt that was where we wanted to take the project to
just have people age in their own home and to see how much that would cost. But a...

Jerry Loterman: Just a comment, my colleague said the word “elder”, it sounds like somebody who’s really old but,
how did you define that exactly, just somebody who’s retired already or ...

Speaker MacDonald: Oh sorry, it was 65+

Jerry Loterman: 65+...

Speaker MacDonald: Yeah, I mean...yeah

Speaker Brown: But there’s a division, it’s 65 to 74 and then 75+



Speaker MacDonald: Plus, yeah, yeah. But in terms of the basic needs, we didn’t find that there’s really a huge
age impact on the basic living expenses. It’s kind of, once somebody becomes unable to perform just their daily
tasks, and whether they’re 65 or 85, that’s when big costs start to become involved because you need the long-term

care assistance at home, which is quite a bit more expensive.

Jerry Loterman: And did you look at, I’m sure you probably did, but in terms of the elderly maybe generally eating
less because I found this, most seniors tend to ...

Speaker MacDonald: Yeah

Jerry Loterman: To eat a little bit less than whatnot.

Speaker MacDonald: Yes, exactly. The poverty threshold in the U.S. actually, it’s based on the fact that elders eat
less than younger people do. They consume less calories, so basically the way we priced the food basket was that,
as I mentioned before, they also, studies have shown that people who are retired they also are able to eat on more
of an affordable budget because they can produce more food at home, they don’t have to go to restaurants as much,
so I figured that there was kind of a trade-off that, if somebody wasn’t able to cook their own food then they’d be
buying processed food, prepared food rather, but then they’d be eating less. And so that would probably equal out
to the people who are able to produce their own food and save in that way. See what I mean?There’s kind of...elders,
if they’re healthy they’ll save more money because they’re able to put more time into food production or if they’re
not healthy, they’d be eating less. So in both cases, they’ll probably save money in food. Long answer.

Jerry Loterman: OK, thank you.

Speaker MacDonald: Thank you.

Bruce Michael: I have a question for Rob. You, in your comments just a couple of minutes ago, you indicated
that we had chosen in Canada to go with a partially public and a partially private system and you commented that
you felt that that was working fairly well. Yet your report seems to indicate that people need to save to provide the
independent living at a rate which is much higher than what most Canadians are currently saving at. So I’m
wondering how you, those two positions sort of work together.

Speaker Brown: You can lead a horse to water...I think when I said I kind of like the blend of the Canadian
system versus say Germany, Sweden, that we do leave that private sector and that individual initiative in place. Now
we also have fairly significant tax incentives for those plans that are called private, there’s a lot of public participation
because of the tax deductibility nature. That doesn’t mean that because you allow people these different ways to
achieve retirement income security that they will. And that’s why I started by saying you can lead a horse to water.

Our study showed that 2/3 of Canadians are not doing enough, but Bonnie-Jeanne’s work and this work
found that there’s more than one way to get there. For example, owning your own home is critical, owning your
own home with no mortgage is critical in the numbers that fall out on the bottom line. So it may be that people
don’t appear to be saving in terms of putting money into RRSPs or having large bank accounts, but if they’re
working to pay off their mortgage, that’s a very important component, perhaps the single most important private
component of retirement income security. So it’s also the case that, remember in this study, we were talking about
a 40 year old that was just starting to save, just not absolutely all that unusual, so therefore had 25 years to “make
it”. If you can start to save before that and again your savings might only be in the form of paying off a mortgage,
that’s going to put you ahead of the curve.
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U-M: If I could ask a question it would be, the study on “Are Canadians Saving Enough?”, would the results vary
if you were to consider CPP and OAS and to what extent may they vary?

Speaker Brown: This includes the CPP and OAS that the people who are characterized in the study would get,
so that’s already taken care of. In fact one of the appendices that didn’t really get published with the CIA report

was, how big would Social Security have to be to guarantee that people could live at this slightly higher comfort
level as opposed to just getting to the poverty line? And it was very significant. I mean, Old Age Security would
have to double or triple to achieve those levels, something that we felt was not going to be achieved in the culture
and the political realities of Canadian society today. But OAS and CPP are in this model for the wage ranges that
are assumed for the households.

Bruce Michael: Bruce Michael again. I had a question for Bonnie-Jeanne. I certainly appreciate the work and the
efforts that’s been done in your study. I was just wondering if any thought had been given, whether it be by the
CIA or the University of Waterloo, in sort of taking the results of the study and putting it into some sort of, on
the Internet, where someone could go in and sort of say you know this is the position I expect to be in this region
and it sort of coming out as to what the minimum answer would be. It would seem to be a good way to sort of
publicize the results of the study and making it more available to the general public.

Speaker MacDonald: That’s a cool idea.

Speaker Brown: It might even be income-producing, Bonnie-Jeanne. (laughter)

Speaker MacDonald:Well, we’ll sell the web space to advertisers and...

Speaker Brown: I can see, I can see smoke coming out of some ears in the room here. I mean people are saying
“ah, ah, we have a template that we can get to our clients and then use the results of Bonnie-Jeanne’s work”, so you
might as well do it yourself, Bonnie-Jeanne. As I said, it’s going to be income-producing.

Penny Teddiman:Hi I’m Penny Teddiman. I just have a question. Have you given any thought to what inflation
rate you would apply? I would imagine it’s not the regular inflation rate; it would be something just for seniors
because of what they’re using.

Speaker MacDonald: Sorry, for the inflation?

Penny Teddiman: Inflation rate. What would normal inflation rate be to this basket of products?

Speaker MacDonald:OhOK, I didn’t look into that really closely. We just used the general city-specific inflation
rates, these were 2001 numbers and if you were to bring them up to 2008 or whatever, I just assumed we would
use city-specific rates.

Speaker Brown: These are point-in-time studies, so effectively what we were using was 2001 data, you can then
update that to 2008 by putting in the CPI but there’s been a lot of work done to see if we should have a separate
elderly CPI and most of those studies have concluded that really the rate of inflation is pretty consistent through
the age groups and that we really don’t need a separate elder CPI, at least the studies I have read.

Rob Dowsett: I’m on the board of the Actuarial Foundation of Canada and because we sponsored this research I
got to see a copy of Bonnie-Jeanne’s paper early on and I think it’s a wonderful piece of work and it does provide
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all of the variables there, the figures are there, you can go into the paper and you can say, I’m in Calgary and I’m
75 years old and I have my own home and what’s the figure? And it’s a terrific paper from that point of view. The
next thing I’m going to do is see if I can’t get that paper which I have on my computer added to the CIA website

under the Actuarial Foundation of Canada section, so it can be available to everyone.

Speaker MacDonald: That’s good, yeah.

Rob Dowsett: Not just by your email address (laughter) but to anybody that wants to go onto the AFC section
of the CIA website.

Speaker MacDonald: Thank you.

Speaker Brown: That would be excellent Rob, thank you. I would point out that the paper has gone through a
number of iterations and we’ve now submitted it to the Canadian Journal on Aging and they gave us some guidelines
as to what they expected. One of the first things that we were forced to do in effect, was to drop the 30 pages of
appendices that go into all the little gory details so there are about three or four versions of the paper. But I think
what I’m trying to suggest here, make sure you get the latest version because it has evolved and I think it keeps
improving. I think I’ll also point out that, you know, typical of a good actuary, Rob read the paper including the
30 pages of appendices, just horrendous amount of detail, I don’t know how many numbers, and he wrote and said
“really good report, well done”, he says, “there’s one number I don’t quite understand” (laughter) and guess what?

Speaker MacDonald: He was right.

Speaker Brown:We made a mistake on that one number and Rob caught it (laughter), good actuary that he is.

Moderator Newell: Any further questions? Comments? Well thank you to the speakers for presenting and ...

(Applause)

GENERAL MEETING (OF-25) 13

PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES Vol. XXXX, No.1, November 2008


