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Moderator Minaz Lalani:We’re going to start. We’re about 10 minutes late and we have, I think, content that’s
going to last at least an hour and a half so we’re going to try to speed this thing up a bit. As you’ll see the speakers
have changed; we started with having three speakers. First we had Randy Colwell from Sun Life who was going
to speak about some employee risk but he decided that it was probably too risky to be in front of Actuaries so he
opted out and then Ian, Jen and myself were going to present the slides and then Ian backed out yesterday suddenly.
I don’t know why. I guess he didn’t want to present with me so I had to phone Steven from the airport and say
“Steven can you really do this for me because I think the crowd’s going to get bored with just having one speaker
and that’s me so why don’t you do this?” and Steven has another engagement soon after this because he is doing
the PPFRC type stuff. So, anyway, thanks to Steven. He’s sort of going to take the slides that Ian and I prepared
and he’s going to try to work them through with you, okay?

So, just to make sure everybody’s in the right session this is Defined Contribution Risk PD 10 and you only
get 90 minutes credit for it, okay, you don’t get any more than that. Just to give you a background I’mMinaz Lalani.
I’m withTowers Perrin. I’ve been with the company for over 25 years and counting, I guess, and Steven Butterfield;
he’s been with Towers Perrin for how many years, Steven? Seventeen years and I think he’s counting too, right?

Anyway, what we want to cover today, in fact, this presentation is in three parts. The first part is ERM and DC,
Defined Contributions Plans, and I’m talking about Pension Plans here. We talk nothing about Healthcare spending
accounts or retiree–liability type stuff, nothing; ERM and Pension Plans. The second part is going to be pretty
much on risk. A lot of Defined Contribution Risks that you have heard about but we’ve tried to condense them
into practical things that we have worked on for the last five years or so. And the third part is what we promised
you in the program is to quantify some of the DC risk. Now, we had five different approaches to this and we’ve
only shown you two so hopefully maybe the Montreal meeting or whatever might show you two or three other
different ideas. But these are all concepts that we’ve worked on for the last five years or so.

Now, when I say five years ago, there was a paper that Genno and I wrote, and it was published byTowers Perrin.
It was called “Are DC Plans Risk Free” and at the time there was really no attraction, we got a lot of phone calls from
clients saying, “Good article but really you’ve been smoking something. DC plans are really risk free.We contribute
to it, no issue and employees get what they get and that’s the end of it”. Anyway, two years after that article I was in
a session, a CIA session, bumped into a few guys and they requested to have the paper given to them and subsequently
if you do a search on Defined Contribution Risk and plus Lalani or Genno you find this paper having number
one hit on the internet for DC risk paper because it articulates how ERM, or Enterprise Risk Management and DC
work together.

Now, ERM, you’ll be hearing about this I think in the session coming up with Brooks on ERM. Most of the
time you go to ERM sessions, such as the one that ended just recently, the ERM symposium in Chicago, you tend
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to hear about this huge holistic framework that manages risk in corporations and it’s great. It’s excellent, intellectually
stimulation, you pay $2000 and you feel really excited about it, you go back home and you say “How the heck do I
use this stuff?” It’s really interesting, intellectually stimulating but practically useless fromwhat you get from the sessions.

So, what we decided we were going to do is to give you a bit of practical stuff, and apply it to the pension area.
So, before we start I thought I just have to have, this is Ian having to peer review the slides — you have to have a
landscape slide. We can’t start our presentation without giving them broad landscapes. So, here are the landscapes
that Ian put together. The ERM holistic framework to manage risk across corporations. I think all of us know that.
And then, this is a Towers Perrin Survey, 65% of companies are concerned about how they manage risks or if you
look at it another way, I think 65% of companies think they’re doing a bad job of managing risk. Eighty–five percent
of companies believe that ERM is something that is going to increase. And you wonder why. There are three reasons
given in the survey. One is increase shareholder attention to ERM or risk, vigilance about risk profiles and let me
say a few words here; what we’re talking about is when you pick any rating agencies paper, rating agency meaning
S&P, Moody’s, Fitch, A.M. Best, you find something on ERM. Now, a couple of these rating agencies have in 2006
included Enterprise Risk Management in the rating scores and you’ll be seeing more and more of it.

Second thing to talk about in terms of the landscape is that you will find inmost corporations that you, as a pension
actuary, wherever you consult you’re going to find that there’s a lot of talk about ERM on a very broad basis. There is
ERM from the operating side, if you’re in the Oil and Gas industry you’ll find ERM being talked about on the trading
side where the traders will be talking about limits or VARS or whatever, so you’ll be seeing a lot of it. The problem
here is that a lot of the discussion is very much on the big picture standpoint and as we talk about it in the next few
slides you’ll see there are correlations between some risks that we take care of from a pension perspective and from the
larger corporation perspective and none of us talk to each other. And what I mean by that is when you talk to the
Corporate RiskManager he completely appreciates that there is risk in the pension area. He totally appreciates that he
does impact the revenues or the pension expense numbers or whatever but he’s really not that certain in terms of how
the thing works; it’s still mystical to him. The Actuaries handle it, they HR guys handle it, the finance guys handle it,
and you guys can worry about it. It’s not on my radar screen. And what we’re finding is that more and more so now
pension risk is moving up the priority scale. It’s not still well understood, continues to be important, but not urgent.
If any of you have read Stephen Covey’s book on The Seven Habits of Highly Effective People, he talks about important
but not urgent situations and DC risk is similar. DC risks, they’re not urgent, nothing is happening now that’s causing
us problems with actuaries but it’s important enough to worry about it now. So that when years go by, and the DC
plans get more mature, then the DC risk will be well managed and don’t cause issues in the long–term.

In the Towers Perrin survey one of the things that came out was that pension is identified as a priority risk silo.
This word keeps on cropping up on a lot of surveys that we do: pensions are a risk silo. Risk silo meaning that risk is
dealt with on a very much narrow basis. It’s not included in the big corporate risk environment. And from a pension
perspective you mostly find that DB pensions are talked about most of the time. You hear about pension expense,
funding volatility and now they talk about pension legacy. There is a session coming up on how to deal with pension
legacy using hedging and all that sort of stuff. And you hear a lot more about it.

For DC perspective, as I mentioned before, you really don’t hear much about there being any risk on the DC
side of things and what we want to talk about today is to show you some issues that you might see in terms of DC,
in terms of income adequacy, investment issues, settlement issues and some mortality risk.

Now, like I said, every time I go to sessions I get this really big ERM perspective from a pension actuary
standpoint and just really go home and wonder what I can do with this stuff. And if you look at the paper that we
did five years ago, we identified a simple methodology at the time, it didn’t get much traction, so I’ll try it again
now five years later and maybe five years later it might get some traction. The way you look at DC risks from a
very simplistic perspective and something that is very practical and none of the things I’m saying to you here are
things that haven’t been tested on my own clients so what I’m telling you is five years worth of experience and clients
where we worked with on this stuff. They might call it different things. They might call it ERM, they might call
it whatever they want to call it but it’s pretty much looking at DC from a very corporate standpoint.



So, the four really big categories of how you look at the DC risks from an ERM perspective; first you identify
the risk. You ask what are the risks? Who’s looking after these risks? And I’ll give you an example in the next slide.
And then you need to quantify because to be able to put priorities on it you need to quantify is this really a big issue?

So, howmuch is the risk?What’s the impact on the company? Is it going to be significant or really negligible? And once
you quantify the thing you got to solve the problem. So, nothing too smart here either but what can we do about it?
We have an issue, we’ve quantified it, we know it’s worth X million, what can we do about it? Is it really a priority
among the ERM issues, because as you’ll see in your ERM work when you do it with corporations, ERM is a really
slow process. It takes two to three years really to get traction in any company that I worked for in terms of ERM;
not necessarily DC plans issues. It takes a while to get people thinking about it. And the last thing is to execute
the plans. What do we need to do? What value does it create for the company if you do in fact manage risk?

So, from a DC perspective, very simple. Again two or three threads mixed here so we’ll talk about Design Risk
as an example. So, if you’re looking at a client with a DC plan or a combination plan you, like I said, you’d have four
categories. The first thing is to identify the issues, so when you go into a client’s space and you look at the programs
and you look at the provision and you can say “I think I’ve identified two issues with this DC plan”. The first one
is that it really is producing inadequate pensions at retirement. Now you might assess this by having seen a survey that
employees feel that they have inadequate pensions or you might have run some deterministic scenarios to determine
that, or you could have done a stochastic scenario.

The otherDesign Risk youmight have identified is that employees are responsible for choosing investment options.
That might be the biggest risk that they might have. You might say “I’ve got clients who have more than 50 options
for their DC plan and their optimal range is in the 9 to 11 range”.That’s sort of the optimal that you want to talk about.
But clients that have a lot of investment options you’ll find employee usage, or the utility of the usage, is pretty
minimal in some of the cases. But they’re still at risk to identify it so what do you do about it? You quantify the risk,
you identify the groups, the employer groups who probably are meeting the return targets, you might do some analysis,
collect data just like you do for a DB plan. But you might rather than collect from your client, you might pick up
data from Sun Life or Great West Life and get the data from them to analyze what retirement targets they have,
whether they’re meeting them or not and you’ll see an example of it coming up later. And you can determine the
retirement shortfall.

And then the question is: How do you solve this problem? And the work that I’ve done, unlike DB plans where
you have a funding issue or a volatility issue and you work with investments, you throwmore money at it or whatever;
in the DC arena you really don’t throw money at the plan. You use a design driver. You start playing with your design
drivers to see if there’s anything you can do from a provision standpoint. So, for example, if there are inadequate pensions
being provided you might review that and maybe incorporate a new matching policy of some kind or you might
decide that it’s really too inadequate and upgrade from a, say 5% plan to a 7% plan, or incorporate a savings plan.
So you start looking at different drivers rather than just throwing more money at it.

And the last thing is to execute exactly what you’ve talked about. So, you might want to articulate provisions better.
Employees probably don’t understand what a 5%DC plan provides for them. You might want to do more employee
education sessions and, Steve’s going to cover this, you might see a situation where a lot of the communications
to employees are really from the insurer, or the record keeper. This is really inadequate from the standpoint of fully
articulating what the employer’s providing.

So, this is a really simplistic way of looking at DC risk from an ERM perspective. There are other ideas that
we’ve talked about, like I said, in the previous paper but I think for the time being if you guys are really into the
DC world and want to start talking about DC risk and try to connect with the ERM folks this is may be a very
simple way of looking at it and doing it.

So, that’s just the first segment of it. Steve’s going to cover the next 10 or 12 slides on the different risks that
are out there and then I’ll come back and talk about how you quantify the DC risk.
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Speaker Steven?: Thanks Minaz. A couple of things to start with; even though we’re using ERM which gets all
complicated, it’s got to be simplified down if I’m to do the presentation on about 12 hours notice. So, it’s not rocket
science. One of the things you have to do really is that you just have to think about these things. They’re not difficult

to solve or to understand but you have to realize they’re out there. The other thing I’d like to start off from my
comments is that I was in a meeting about two months ago with a client that converted their plan from DB to
DC back in the early 90s and without getting into the details of the meeting, the General Counsel was in the
meeting and he made the comment: “I think we’re going to be regretting so much trading our DB plan for DC
because I think we’ve taken on more risk with the DC plan than we ever had with the DB plan”. So, that really
put it into context for me. Needless to say, the meeting was about a guy who wanted to retire and his pension was
nowhere near adequate to retire on and he was threatening to sue them. So, that’s the context it is going to. That’s
just starting to come up. I think here in Vancouver most plans converted in the 90s. I think out east you’re just
starting to find the conversions happening now or recently in the last four or five years. We have a lot of plans that
have been DC for 15–20 years now, well, 15 years and we’re starting to see some of these issues crop up.

First issue I want to talk about is Strategic and Business Risk.Why do you set up a pension plan? I mean, you set
up a pension plan and not just because you want to give a pension plan; it’s supporting your business. So, you set up
a plan, whether it be DB or DC, to satisfy your business objectives which is primarily from the pension perspective
to attract, retain and engage employees. So, what are you doing this for and if it’s not going to support your business
then why have you set the plan up? So, make sure when you’re designing your plan and setting up the plan that
it’s going to do what you want it to do. Supporting merger acquisition and divestiture activities, certainly a DC plan,
it’s a whole lot easier to sell off divisions and merge with companies if everybody just has DC plans rather than
DB plans. We’d all have made a fortune with merger and acquisition work on DB plans; not nearly as much to do
with DC plans.

International growth and mobility: it’s a whole easier to send people overseas with DC arrangements than DB
arrangements. And finally, it’s not the company’s core business; you don’t want the pension plant to get in the way
of running your business. It’s fine to say “Well, it’s going to help me attract and retain employees” but if it’s also
going to distract you from running your business, that is going to be a risk in itself. So, you’ve got to make sure
that it doesn’t distract the core business.

So, from a DC perspective, does it support your business objectives? You can review it both from a qualitative
and a quantitative viewpoint. I won’t go into details but if you were to go and ask a VP of HR who has a DC plan,
they would right off the bat tell you “Yes, our employees like it” or “No, they don’t like it” or “The contribution
rate’s good enough or it’s not”. It’s a lot harder to do on a DB plan. People don’t understand it as much and if you
want you can start quantifying it. You can start and if people don’t take up your offer, was pension something to
do with it? When people left, was pension a reason? You can develop stats and actually find out whether it is a barrier
to running your business or not.

Next we’ll talk about Design Risk and there are actually two or three or four issues that we’ll go through. So,
Design Risk is the risk that it doesn’t meet the sponsor’s pension objectives. What you have to do to is begin with,
what is the objective? How many of your clients or how often in consulting with your clients on a DC plan do
you even talk about objectives? Is it just 6% of pay? And all I’m giving you is your salary plus 6% and that’s all it is.
Why are you even doing it? Why don’t you just give them 106% of pay and be done with it? So, you must have
an objective to having a pension and you should be articulating that, the client should be articulating it, so that
you have that objective and then you can measure against it. It used to be that every time you did any plan design
work the first thing you’d talk about was income replacement ratios. When you’ve got a defined benefit you target
how much you need to be able to retire at a certain age. That was always Step One. When you’re doing a DC plan
now what do you do? Joe across the street is giving 4 if we give 4.5 we’ll be able to attract him to our company.
How much work is done on saying “Will Joe actually be able to retire when we want him to?” So, you should be
articulating those objectives and then you’ll have something to measure against.
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So, I will trust thatMinaz has run all the numbers correctly in the next slides. So, what he’s done here is he’s looked
at some illustrative contribution rates. So, some things I will note. He doesn’t have anybody starting to contribute
until 35 and everybody always says you have to start contributing earlier and some of the numbers that are going to

come up here really highlight that fact. It does include CPP benefits, so they’re added into things. Retiring at 65:
when I talked to Ian about giving this presentation I certainly asked why running out at 90? That’s longer than
life expectancies. Why are you assuming 90?Well, if you’re going to design a plan that’s going to run out of money
at the life expectancy that means half the time, half your retirees, are going to end up having no money left and
they’re still going to be alive. Is that really how you want to design a plan? You should be designing a plan that is going
to have money left there until they’re 75 or 80 or 90% chance of the person not being alive, not a 50–50 chance.

So, looking at the numbers then, some of these numbers are pretty high. I won’t go through in detail. If you’re
running a 5%–6%DCplan, somebody coming and starting at 35, there’s no way you’re anywhere near these percentage
of pay and this includes CPP. So, you start looking at $100,000 person and you want to get him that 70% target
replacement ratio that used to always be what the DB plans were shooting for, 20% of pay has to be put into a
Defined Contribution arrangement in order to provide adequate income for that person all the way to age 90.
I’ve interpreted that all right?

Speaker Lalani: Recently, a paper was out on the CIA website, I think is was a University ofWaterloo paper, I think
Brown was involved in it, and if you look at the rate and numbers there, they are pretty consistent with the numbers
you’re going to see here. Even if I’m off by a percent or two either way I think it sends the right message.

Speaker Steven?:Yes, it’s themessagemore than the numbers. And I personally, no offenseMinaz, but these just don’t
really mean anything. I think the percentage of pay you have some feeling on that to say you need 2.9 or 3.8 million,
I mean, what is that? It’s a big number. They’re all big numbers, I guess that is the message there. You need to develop
a lot of money in order to be able to retire with an adequate income.

Speaker Lalani: The reason for using a dollar is, and the reason for this slide was, to tell you that when you talk
to a client you may talk about percentages; clients like to hear about dollars. So, despite the fact that they look like
numbers that, to us, usually you talk about in the DB plan we talk about percentage of payroll. Clients like to know
what that means in terms of dollars and that’s why this slide was there. So, this comes out straight from a slide. It’s like
$2 million for $100,000 guy and it starts to gel into their heads what it means.

Speaker Steven?: The next Design Risk is just designing your plan and when you look at those numbers in order to
get to those numbers, let’s face it, there aren’t very many Defined Contribution Plans out there where the employer
is putting that amount of money in. So, then you’re saying “If I want this person to develop an adequate retirement
income, I need to make sure that they’re going to contribute as well and save themselves”. So, you can get into the
design of the plan and matching contributions and how you do that. If you go and tell an employee that “You better
put aside 7 or 8% of your own money in order to be able to retire”, will they? There’ll be a small handful that will
but most won’t and then they’re going to come along and they won’t have enough to retire. So, in terms of the
Design Risk you can look at how you design the plan, matching contributions or other way in which to get those
employees to contribute the funds necessary in order to meet your objective that they’ll be able to develop and
adequate lump sum value there to be able to retire.

Speaker Lalani:Themessage also on the slide was that occasionally we, as actuaries, design pension plans, DC plans,
and we give very little credibility to the fact that there’s employee behaviour out there that you should be modelling
and looking at. So, you can look at the history of plans out there that if you were to look around you’ll see that 100%
plan matching with a low number is probably more of take–up than a 50% match–up with a higher percentage.
So, you should be designing plans that make sense and that provides for a higher take–up from an employee perspective.
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In the slide before, we were saying that the cost may be the same to paying 2.5% in salary where there’s 100%match
or 50%match and the maximum is 2.5, the contributionmay be the same but there may be risk in terms of employee
not putting in as much money as you think they should put in. And so that’s why you should look at the modelling

of some of the employee behaviours that are out there and there’s more information on this on the 401K plans in
the US than in the Canadian plans. There’s more data available from a 401K perspective but I think that data is
equally relevant for Canadians.

Speaker Steven?: So, some of the risks both pre and post–retirement, these are some of the risks that we’re familiar
with, I think, in terms of the Market Capital Risk. Your account balance just drops and how many of you know
people that in 2000 said “I’m going to retire in 2002” and they’re still working? I know one client in particular,
they’re still working.They had half of their RRSPmoney inNortel and so they end up having to work five years longer.
This particular client that ended up being good because they didn’t want her to retire but if you wanted that person
to retire that’s a significant risk. So, when we talk about the Market Capital Risk that’s the risk of the account balance
dropping at any given time.

The Investment Risk is more the long–term: will you earn the required rate of return? We can do all these
projections to say that the person will have adequate retirement income and they’re based on if you go back to the
80s or the 90s when we were putting in DC plans in Vancouver people were looking at 8% and 10% annual returns.
Well, if you didn’t get that it’s amazing how much leverage gets in there if you only earn six or seven and we’ll see
some numbers later on. So, the Investment Risk is over the long–term not attaining that required rate of return.

The Inflation Risk is you earn the rate of return but inflation comes back and you have the money you thought
you needed and you earned the rate of return you thought you needed now you come to retire and everything costs
more and you still can’t afford to retire because of the inflation. Or you’ve retired and then inflation erodes your
purchasing power and you can’t afford to live a proper life. So, the Inflation Risk, I went both pre and post–retirement
but in post–retirement all of those risks still exist unless you’ve annuitized. You still have the risk. A lot of people
nowadays are running their money through retirement and you’re maintaining those risks.

As well, you could have the Conversion or Settlement Risk if you do purchase an annuity. So, that’s what happened
to a lot of people now is not only did their account balances not do well but I’ve got a client, that same client, went DC
in ’93, people’s account balances are generally, if they went in the Balance Fund they are almost bang on what we
projected them to be but we thought they would be able to annuitize at 8%. They were annuitizing at 4–4.5 and so,
of course, it’s not buying anywhere near the pension you thought it would. So, that’s the Conversion or Settlement Risk.

And then theMortality Risk.That’s something that I don’t think gets a lot of talk about but is significant in that,
as we talked earlier, to try and to plan to have the money there for the average life expectancy isn’t good enough.
It’s got to be there for as long as you live and if you do live to be 90, 95 or 100, it’s not going to be very good if
you run out of money at 80.

If we look then at the common investment vehicles that are available out there, so, not rocket science, everybody
knows the sort of investment vehicles that are offered in the DC plans and then we’ve looked at the four major
risks and how these investment vehicles will mitigate those risks. And as you can see, not only is there no investment
vehicle that will manage all four risks, there’s none that will even manage three of the four. So, you can go and invest
your money in the Canadian Equities or Foreign Equities and you can say “Well, in the long–term that’s what I’m
going to do. I’m going to earn my best return by doing that. There is some correlation to inflation. I’ll protect myself
to some extent from inflation” but you’ve got a big Conversion Risk if the market goes down just before you retire
and certainly the capital accumulation; that balance can go down at any given time. So, you’re taking on some big
risk with those investments.

Likewise on the bond; everybody thinks it’s a nice vehicle for a DC plan, you know, go into bonds. Well, it
does solve that Conversion Risk; it immunizes you from that Interest Rate Risk just close to retirement but bonds
can have bad returns as well. They’re not immune from the Market and Capital Risk and certainly in the long–run
you’re not going to earn sufficient returns. In all likelihood, just investing in bonds, particularly in today’s low interest
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rate environment. And inflation; if you’re holding a bond and you have inflation it’s not going to protect you from
it. So, I think in the interest of time I won’t go through the rest of it but similar sorts of arguments.

Design Risk, again, longevity risks. So, I’ve mentioned it a few times and so here Minaz has put together the

same two slides that we saw earlier but now instead of living to be 90 what happens if you are lucky or unlucky
enough to live to be 100? How much more money needs to be put aside and how much more money do you need?
So, you can see what were big numbers or bigger numbers. So, mortality is improving all the time and more and
more of your 40, 45, 50–year old employees are going to be living to 95 or 100 what sort of contribution rates
need to go in in order to manage that longevity risk. You’re looking on average 10–15% more money needs to be
in that plan in order to manage that risk or to mitigate that risk.

And then some dollar amounts, as well; this is now for $10,000 of annual income. We’ve gone away from the
replacement ratio but you see how much more money is needed if you think you’re going to live to 95 than 85
and I keep saying the same things over again but 85 is probably not what you want to target; you want to be targeting
a safer age.

Member Education Risk: so I guess we’re into the area that Randy was supposed to be doing now so I’m not
Ian anymore; I’m now Randy. This is Sun Life; certainly the insurance companies and most of the major players are
huge on all the Education Risk and certainly client’s plan sponsors have gotten a lot better at both understanding
these risks and trying tomanage these risks so it’s not something we need to spend a whole lot of time on. But certainly
the lack of communication on the pension promise goes back to the people are coming and they’re 60 years old
and they can’t afford to retire and you promisedme I’d be able to retire at 60.Well, did you actually promise they would
or not? Or did you just say “I’m giving you X–percent. It’s your business”? There are generic marketing materials,
not customized. It is getting a lot better. There’s certainly websites and self–service tools out there where you can
do your own risk assessment but how many employees, members, are capable of doing that and actually make use
of those tools? And you should be trying to mitigate those risks. So, communication, lots of education. I think a
lot of clients didn’t do a lot of education because they were paranoid about crossing that line from education to
advice and because they didn’t want to go to advice, I’ll do nothing. I think most clients understand now that they
have to provide that education. It just should be coming from a third party.

Should I just encourage people to go to a Balanced Fund because I think that’s the right thing to do or should
I say you’re going to put money in the Balance Fund unless you prove to me that it’s not the right thing? So, how
much do you really force people to make the decisions that you think they should and how much do you just try
and push them there? It always shocks me when I see stats, it’s a Tower Perrin survey we do, and I always get the
numbers and I always phone up the person who did it and I say “You got to be kidding! This has got to be wrong!”
Twenty percent of DC assets are invested in MoneyMarket or GICs. It’s shocking but no matter how much education
you do that money sits in there and you really have an obligation and you start feeling should we be forcing people
to move the money out? I’ve got a client now, anybody that’s inMoneyMarket for more than six months, they phone
them and say “Are you sure you know what you’re doing?”

And then, attendance: a lot of companies now are saying “You have to go to the education. We’re going to
take attendance and if you’re not there you have to sign a waiver form understanding that you missed the session
and it was mandatory”.

Operation Risk: things can go wrong, account balances can get messed up, contributions might not go in on
time; these are the sorts of things we’re talking about Operational Risk. They’re certainly less common on DC plans
than DB plans. The amount of times that people get wrong statements, wrong earnings in DB plans is certainly
more common than DC plans but they certainly exist. You’ve got to make sure that these things are done right.
It’s people’s money. Certainly the CAP Guidelines is something that was put out there primarily to manage the
Operational Risks so if you’re complying with the CAP Guidelines you’re making sure that your providers are
doing the things that they’re supposed to be doing; you’re providing the education, you’re providing the right
funds, those sorts of things. So, a lot of them are delegated. There’s a price to doing that and you’ve got to make
sure that it is being done properly.
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And then finally, because of all the other risks, you get the good old Legal Risk and we’re going to start seeing
more and more and more of that. It certainly, I guess, we’re kind of waiting for the first case out there for somebody
to actually put a lawsuit in or a Class Action lawsuit. There’s just the straight DC plan; you offered me a Canadian

Equity Fund and you said it would be good and it was a reputable investment manager and their 99th percentile.
You did a bad job and I’m suing you and I wanted to put my money with that investment manager and you didn’t
offer it and I would have had $100,000 more. You owe me $100,000. So, those are the risks that are coming and
certainly the DB to DC conversion. The assumptions that were inherent in there and all of the disclaimers that
were in there don’t really matter. You’ve got people coming to retire and the DB plan is still there, they had a choice
of taking it and they went DC and the pension DB is here and the DC is here and they’re saying “You lied to me.” And
whether you did or you didn’t their pension is less than what they thought it would be and you have to deal with it.

The other thing that I’m really seeing, don’t have a board here, but everybody knows the graph. The DC plan;
the value goes like that. The DB is lower. It jumps up and then it comes down. Well, I’ve got a bunch of people
that are 55 years old “I could retire if I was DB”. Well, the graph said that. You took the DC because you didn’t
think you were going to be with the company until 55. You’ve got to pull back the materials and make sure you
told them that and the number of people you’ve got to keep telling them that. But you’ve got to manage those risks.

There you go, Minaz.

Speaker Lalani: One of the things that we didn’t mention but there is a paper called “Risk Management Terms”
from the SOA that was published by the University of Wisconsin, it lists out all the risk we’ve talked about here.
They’re categorized a little bit different but it would be good for you guys if you’re interested in seeing what the
risk terms being used are with the risk terms that Steven talked about.

So, we’re going to be changing a bit of focus now from defining all the risks. We’re going to start to quantify
and talk about how I talk to my clients from a DC risk perspective and you’ll see a couple of ideas here, hopefully.
Traditionally, when we go to clients and we’re designing a DC plan I think none of us immediately go with a chart
like this. I think the discussion is pretty much pushed by the employer in terms of what is competitive out there
and Steven alluded to it. Is the median 4% or 5% and can I do 5.5%? Maybe 5.5% attracts the right people.
And then for a smart actuary you might say “You know what? For the competitive part of it let’s go with some income
replacement ratio”. So, traditionally, we have this chart in our back pockets. Now, this is a case study that I’m
showing you. It’s a live client we worked on and for this particular client, they have a DC plan, in fact a 5%DC plan,
and they gave us some data and the new entrant who was age 31, earning $47K, it’s an IT company so you might
feel that’s low pay but that’s about what they pay, and we traditionally have done this chart where will show income
replacement ratio on the Y axis, we’ll show the returns on the X axis and then we will show the return on age, the age
which employees retire, and these numbers show up the way they are.

For a 5% DC plan, 7% return, 18% replacement ratio and that’s what it is. From my standpoint, this is valid
information, this is good information we’ve traditionally used but from an actuarial perspective it really adds
little value. It gives you the deterministic stuff and that’s what it does. But if you were to change the scenario and
give them this instead of what we’ve traditionally used to give; take the investment returns and stochastically simulate
this stuff and provide this graph for the 31 year–old earning $47K, you can see that it’s the blue line, which is the
return age 60 graph, and the purple line is 65 and if you look from a risk standpoint and risk people always look
at probability. They look at the likelihood of obtaining a goal. In this case, and if you look at the previous slide,
what’s the chance of getting 25% replacement ratio? You can see if you earn a 9% return and you retire at 65
maybe you’ll just get there. This graph tells you, using stochastic stuff, that the chance of this 31 year–old obtaining
any kind of retirement ratio of 25% is zero. They’re not going to make it based on the simulators that I’ve used
for this purpose.

Now, you may argue that maybe you investment return similarly used is incorrect, it’s not robust; this is what
we’ve used for a number of clients, it’s robust. If you want to learn more about economic simulator generators, I think
there’s a session Friday that you might want to attend and learn from it and see whether you can create a better
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investment return simulator. But based on what we have, on what I’ve been using, this is what it shows; it basically
shows that if you get at 25% replaced ratio for 65 retirement it’s less than 1%.What this tells a client immediately
when you’re doing a design of a pension plan and a client tells you that I want a 5% DC plan you immediately

tell them “This is not what you’re going to get” but this what typically what you’re going to get; very few people
are making 25% replace ratio if that is your statistic. Now, you get clients arguing saying “We get 9% easy enough,
it’s not a problem” but statistics show that employee returns are 2–3% less than the DB employer type returns you get.

So, for example, if you think the employee’s going to get 8% and you make an assumption in your statement,
your convergence statement, they’re going to get 8 really they’re going to get 5. On a number of assignments we’ve
done we’ve found, historically we’ve gone back and tested the scenarios, and we found that employees where they
make the options and choose the appropriate options for their purposes, they get 2–3% less returns than an
investment manager who would invest professionally. So, this is something from my standpoint I’m saying that if
you told the clients maybe think it of stochastic, show a little bit of different scenarios.

Now, for this particular client we went a bit extra.This client has 4500 employees, average is 38, it’s the same group
that was 31 new entrant but 38 average age. Six years of service but really it’s four years because they have a two year
waiting period; they don’t get DC plan for two years and then they get a 5%. Andwe simulated this for 4500 employees.
Now, you can see from here it’s quite an interesting graph because if you look a the blue line it’s telling the client
that only 3% of the employees of the 4500 employees are going to meet your replace ratio of 25%. Or looking at
it differently, 24% of your people are going to be able to get 25 replace ratio with retirement at 65.

Now, I haven’t seen literature that talks about this type of stuff and I think it’s important for actuaries now to
start looking at stochastic type simulations and show them to the clients. And I think they’ll get a lot more value
than looking at the very purely deterministic set of returns that we’ve historically done for DC work. Now, just for
your information, the replacement ratio for average retirement ratio for this client was 11% for people who were
turning 60 and 18% for 65 and this is, again, based on the graph to draw the appropriate line.

Now, these presentations are on, I would guess, the CIA website where they place them and this graph is there.
If you need to talk more about how we came up with it or more information behind it we can do it in the Q&A but
if you need more information on this just give me a shout, drop your card and we can talk more about this stuff.

I want to introduce two new ideas and maybe some others for next session if we have one in Montreal. This is
what I’m calling Risk Reserving and it’s very similar to DB valuation, Defined Benefit valuations, with so much
brought up on Defined Benefit valuations I thought that I had to talk about this concept because it’s more and
more being used by my clients. The DC deficit in my definition is the unfunded liabilities that we talk about in
the DB plan. The difference here is in the DC world, and as Steven alluded to it, most clients if they’re designing
a plan in an appropriate manner will have their objectives defined and articulated pretty well. It will say something
along the lines that we will have a 5% DC plan with a target rate of X% and providing a Y% replacement ratio.
That will be an articulation. It’s very clear and succinct and concise. From a legal standpoint there’s no basis for
argument. Rather than saying we will give you a 5%DC plan and if you talk to your lawyers they’ll say “That doesn’t
really tell you much. What does a 5% DC mean?” So, I think to make it and minimize the legal risk you need to
articulate the plans in a very concise way.

So, in this definition the target balance is the target balance that the company designed the plan on. It designed
the plan on X% DC plan with a Y% return, retiring at whatever age. And that’s your target. You are then taking
your employee data or your individual data and running a simulation on different economic scenarios and taking
the different scenarios and less deterministic target balance that you’re going to get and that is your deficit. That’s clear?
Does it make sense? So, the DC deficit is your average of all your potential balances you’ll get on the 500 scenarios
or 1,000, whatever you need to run, I only read 500 scenarios, less your deterministic balance and then prorate it
just like you’d do for projecting a credit on service.

Now, when I did a lot of the simulations and, like I said, I’ve been doing this for 3–5 years you find that the
PUC type method where you prorate on surveys is very much front end loaded. The numbers don’t jive with how
the DC growth is. So, what I’m suggesting the preferable approach is, is to take your ratio of your target balance
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at any age on your deterministic basis. So, you would have a graph that you’d expect that your balance will start
from zero and it will grow in a nice little line. So, if you say the guy, in an example, is age 31 with six year of service
rather than taking 6/35 you would take the target balance at that age divided by total projected balance. If you were

to go back to your old Anderson books there are methodologies there onDB.The Individual Level PremiumMethod,
if you recall, which used to suggest that taking salary up to a certain age you add by total salary would give you a
better reflection of your prorating for high paid earners or where earnings are increasing significantly. It’s a similar
type approach I’m suggesting here is that consider rather than prorating on service you prorate on target balances.

The other assumptions and methodologies pretty much similar; you use economic assumptions, you will use
your investment return assumptions with deterministic ones, you use a salary growth, your inflation assumptions,
you use retirement, termination, mortality assumptions and this is stochastic stuff you obviously are going to use
your stochastic model which is going to have inflation that’s generated consistently with the returns and you’re going
to use that. If you want to use stochastic mortality you can do it and I left if for a different day.The way to do stochastic
mortality, if you really want to do it and simulate it, is to take, let’s say, UP94 with projection of improvement and
you can either or relate on a simple Dompert’s curve or a Makeham curve or something that’s very simple: a to
the ex, or something simple like that. And you can create a distribution from that which you then can simulate
stochastic mortality. I’m not talking about it today in spite of the fact that the program says we’re going to talk about
it because there’s a lot more to cover than that.

So, what’s the value from the client’s perspective? Clients are very much used to knowing their DB deficits.
Every year as actuaries, or every three years with a three year valuation, we’ll go to the client and say “By the way,
your deficit is X. You better throw some more money into it.” or “Your solvency is poor” or whatever else it is and
that’s our normal trait of how we consult. With a DC plan there’s never been a concept of evaluation.We have always
been saying as actuaries we have no role to play in DC plans let’s leave it to the accountants. And I’m suggesting
to you there are a lot of opportunities for actuaries in the DC world. An here’s one of them: we might want to consider
this, now it may not be the right time in the DC world, in theWest where we have converted plans in the 90s these
concepts are now slowly getting ingrained in the clients’ heads. In the East, maybe not; I think the East is still trying
to convert but I think you’ll start seeing plans asking you these types of questions.

This is a simulation; I simulated 4500 employees and this is an actual case and you can see, now the colours
aren’t very good here unfortunately so it became all dark for each shortfall there’s a lot more, but you can see that
the graph here this negative with the positive numbers on this side and you can see it is a lot more skewed on the
left hand side for this particular client and the reason for it is that because it’s a DC plan, 5% plan, you see a lot
of employees not meeting the target and this is why you see a little bit of a left skewed plan.

But this is a graph that if you show your client and say “Look, we simulated 4500 employees, this was your target,
based on the simulations we’ve done this is the type of distribution you’re going to get”; the clients get pretty excited
about it or not so excited about it saying “My God, no there’s some risk in DC plan. Do you think the guys on the
left hand side are going to come back to haunt us?” and Steve alluded in his presentation, yeah, maybe for conversions.
If you show these type of graphs there may be some cause for discussion.

So, in terms of numbers, if you see the numbers at the bottom here, if I do just a pure service prorate on the total
deficit times the service prorate you see it’s 1.8 million. In other words, we’re saying if you were to compare this like
a DB, the 1.8 deficit, if you were to do a target balance prorate, the one I discussed, then it’s about 200K for this
particular client. And you will see if you were to simulate your own stuff on your own clients that the target balance
will be a close reflection of what the deficit is. Now, in this particular case, I told the client “It’s 200K so it’s really not
that much money. So, it looks like you’re doing pretty well” but the idea is it doesn’t really matter what the number is,
I think the idea on this concept is that it could be 400,000, I think it’s the trend of it. If on annual basis you were to
do something similar, whether it’s in a group basis or individual basis, you should be able to get a good idea for the
client whether they are doing a good job or not doing a good job from an educational perspective or a member
education situation or whether they’re investment options are appropriate. Because you can simulate and change
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your underlying investment mix to whatever you want to make sure that if you were to change your options then
you can simulate the stuff and say this is the type of reduction risk you’re going to get or a reduction deficit.

The question you’re going to askme is what does this DC deficit really mean to the plan?What is this DC deficit?

And I’ve laid out four points then, there are a lot more points than that, it could be a Design Risk, the one that
Steven talked about, Design Risk due to non–delivery of the pension promise; it could be Litigation Risk, if there is
a class action suit and somebody who’s called an expert is saying “Can you quantify what the loss was to the employee?”
something like that could be here; it could be and Investment Risk, what are the current investment options you’re
providing and what are people really selecting in terms of utility and maybe they’re choosing the wrong options.
It could be that type of risk. Or if you were to change your mortality from 80 to 85 you could simulate your
Mortality Risk from that perspective. So, it could be anything that you want it to be. It depends how smart you
are in terms of consulting to clients to explain what this number is.

Again, I’m saying this is a concept for us to think about it.There’s amethodology behind it, it’s quite straightforward
but it needs a bit of thought in terms of what this thing is. I don’t expect traction on this immediately but I think
over the next few years you’ll see some traction on this.

I think a lot of you guys knowVARConcept or the Variants at Risk Concept. Okay, in the risk management field
whether you do market risk, credit risk, operation risk, most of the risk manager will use the Value at Risk Concept
or the Variants at Risk Concept, depending. It’s really Value at Risk. It’s been called Risk Dollar Concept, it may
be called something other than this but it is really the probability of, in this case, a plan sponsor losing a certain
amount of money at a certain probability rate. That’s what VAR is.

Now, in Defined Benefit for those of you guys have done this in liability forecasting, we always simulate the stuff
and we get the candle and you will get all those options; five other scenarios and what we tend to do is knock off the
90–100%, 0–10%, we sort of focus on the 10–90 and say that this is sort of the funding contribution for these
scenarios. If you were to change the design this is what we expect and the clients normally say “Okay, let’s run different
scenarios and let’s do the asset allocation mix” and you get the different candles and different shapes and whatever.
And we tend to focus on the 10–90. With the Value at Risk you’re really focusing on the 90–100. You’re looking at
the outliers; that’s where the risk is from a DC perspective. And as I mentioned before the risk is where you have a
low frequency of having it but a high impact. This is what we’re trying to focus on.

The expectation of a DC risk in terms of litigation or whatever is minute or small but the idea is to quantifying
it is really at the tails and the Value at Risk is really focusing on a probability of 1 in 100 or 5 in 100 in terms of
what the risk is. So, just to show you pictorially what we’ve done here we’ve taken the 4500 employees and we’ve
simulated the 4500, and we’re calling them portfolios for a better term because in the risk world we call it portfolios,
so there’s 4500 employees simulated. We’ve done the valuation for them and the way we’ve done it, just the way
I mentioned before, we’ve taken the actual investment scenario we have less the target and it’s a deficit or a shortfall
or a gain. And we simulate the stuff and you end up with a distribution which looks something like this: it’s not
quite normal. And you can use Monte Carlo simulation or whatever you feel you have expertise in and this is
showing you that for each of the portfolios and each of them from 4500, there’s 500 scenarios here, the 500 scenarios
on the X axis and you can see that there’s a deficit. So, you can see that there’s a deficit of 508,000 and there’s 20%
chance there of having it.

What we’re looking at is the downside.We look at the downside and think what’s the chance, 5 in 100 chance,
there will be a shortfall in this portfolio? And for this particular client, it will only be 1.6 million. So, when we simulate
all this stuff it’s only 1.6 million so then the question becomes “Minaz, why are you wasting my time? Our risk is
very minimal. It’s only $1.6 million on the worst case scenario; 5 in 100”. But keep in mind, my case study here
is a very young plan. It’s been there for six years of which there’s a 2 year waiting period. So, really a four year plan
with a risk of 1.6 on the downside. In other works, what we’re saying is that there is 5 in 100 chance that you will
have a deficit of 1.6 and you can describe this as a legal risk, you can define this as a shortfall risk or whatever risk
you want to define it as. This is a risk that they should at least be thinking about from a DC perspective.
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Now, in a DB world we aren’t really worrying about this much because whenever we do an asset liability forecast
we tend to remove the tails and we don’t really worry about it. We say “Oh yes, it’s a 1 in 100 chance, who cares?
Let’s just focus on the candles between 10 and 90% and that’s what we’ll worry about. We don’t worry about the

outskirts” but in the DC world we need to worry about the tails over worrying about the middle part. The middle
part we already worried about by looking at the DC deficit in a normal valuation standpoint. We looked at that.
So, this is basically another concept of looking at DC plans and saying, what is the risk that the employer is having
on the tails of having this design, the way they have it? Maybe a complicated concept but we can go in the Q&A,
we’ve kept some time for that. So, we can talk about this if you want. If you want more detail behind the scenes
in terms of how this thing was generated come see me individually.

So, what we tried to do here, we weren’t trying to tell you how to do things. We’re trying to teach you how
to fish. We’re giving you some concepts and we’ll give you more concepts as months go by in terms of DC plans.
The idea here is that we, as actuaries, have a role to play in DC plans and all we’re saying is that we need to teach
people how to learn this stuff more and more. And some of us who are into this consulting world attempt to give
you some of this information and we’d love for you to give us some more feedback in terms of what your experiences
are from a DC world standpoint and then we can move this thing along. And this can be one other little anchor that
actuaries have in consulting or in the actual field that we’re letting go to accountants or the investment stuff that
we’ve let go to the CFAs. I think that this is one other thing that we as actuaries should be considering and doing.

So, that’s the end of the presentation. Like I said, this presentation is on the CIA website and we have 5–6minutes
where we can take some questions. And if you have questions you can come to the mike here.

Joe Nunes: Minaz, you said somewhere buried in there about Litigation Risk that you’re encouraging clients
to be more specific about their plan objectives. So, a 5%DC plan with an X% replacement ratio, I think you said,
and you thought that that reduced Litigation Risk and I guess that sort of caused me to jump out of my chair because
I’ve always looked at it and said, you know, if the plan’s sponsor said that all we’re going to do is put 5% of pay
into this thing. I don’t disagree that they’ve got a huge risk around adequate retirement income but I would think
that they’ve got a bigger risk if they sort of step up and say “We’re going to make a plan that’s going to deliver
adequate income” aren’t they just de facto causing a problem. So, I wonder if you could just maybe expand on that.

Speaker Lalani:What I did say was the articulation is going to be on three prongs. You’ve got to mention a 5%DC.
You also have to put the underlying assumption that you have. You have to say that the target balances are based
on a certain rate of return and what retirement ages you expect them to retire at. And the articulation of it basically
is from an education standpoint telling employees “If these things happen, this is the replacement ratio you can
expect to have”. So, I didn’t just say 5% DC. I said it’s 5% DC with an X person return with a Y person retirement
age and if everything goes according to plan this is what we were planning for. Investment options that we’re giving
you should be able, if the appropriate mix that you have as an employee, to be able to attain that X % return that
we are suggesting that they should probably get over the long–term.

U–M: I’ve just got a question based on a comment you made earlier which to me is potentially a big issue in the DC
are and that is you mentioned that investment returns for the DC space are 2–3% below what we see on the
Defined Benefit side so just a question and then a comment. My question is have any research when you’re reading
in to why that is the case? And I suspect that you can probably perhaps create some theories around something to do
with the investment options that are offered to plan members and where they use these options. So, the observation
I wanted to make was when I was in consulting I was firmly convinced that you needed to offer employees a range
of options, maybe 10–12 options, and having left consulting and moved over to the investment management field
I’ve seen a couple of clients where they strike one balanced fund for all plan members and, I think, four or five years ago
I would have thought that was too risky for a plan sponsor but it seems to work quite well and I’m wondering if
you’ve come across that as well and whether you had any thoughts on that?
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Speaker Lalani: First, your question on the 2–3%, this is in fact, Bill Moore is here too, so Bill you can chip in
because you’re part of the research a number of years ago when we did this stuff. When we did this stuff with a
number of clients what we did was we basically looked at their history, going back 10–15 years down, and looking

at what type of returns the employees were getting and over what the employer were getting on DB because they
had both a DB plan and a DC. And the reason really wasn’t anything to do with the funds that were available to
them but it was more along the lines that people were making the wrong decisions. Employees always felt that
somehow they should be playing the market just like they did the stock market. They were like active traders,
there was a lot of switching going on and somehow when the market went down everyone saw that plan and went
into a different option and we saw this trend over and over again in a couple of plans we looked at. So, I think the
reason was more so people feeling they could do a lot better moving money around than sticking to the basis that
the asset allocation approach where if they stuck 80% allocated properly and left 20% cash or whatever they
wanted to do was probably a better approach then playing the market with the funds they had in place.

In terms of balanced fund and currently I did something for a client on a member education and it was a paper
on DC Trends and Education and one of the things I was thinking that was, what’s going to happen over the
long–term is I think a lot of clients, at least the ones I have, are going to switch away from providing 10–12 options
to providing maybe two or three options. So, now with increasing options available there in terms of life cycle funds
and retirement date funds and all that I can see that companies going to fewer options, maybe three or four options,
but minimizing the thought process in terms if it’s a bond equity, mix, whatever; there will be certain mixes. So,
I can see the trend going towards a fewer number of options than the 10–11 that occur in the average. So, that’s just
my thought. I don’t know. Steve, do you have any thoughts on that?

Speaker Steve?: Yeah, just a couple things. I am aware of a study that was done for a client in our office and the
difference was 5% per year. I don’t know the end date. It was started in ’93; they went DC and they looked at the
return on the DB fund and the average return on the DC funds and we’re talking the same investment managers.
It’s the actual selection of the funds and what I said earlier; when you get 20% in money market you don’t see a whole
lot of DB plans with 20% in money market and I think that study ended before the crash so it was through times
where investment returns were very good but it was 5% to year. And I do have a client that just has a balance fund.
Though all the money is just in one balance fund and I track everybody’s account balances just on a spreadsheet;
every person gets the same return. And that works great. No member education, it’s the simplest thing in the world.

U–M: Steve, just on that last comment, I have one client that by far, I guess, my largest DC plan and they have
one fund, a balance fund, and I think one of the things that every five years the trustees re–grapple with is the risk
that’s inherent in the guy who’s 62, 63, 64 and is going to be retiring soon and he’s still 47% equities when at least
in our plane currently it’s still a lump sum pay out when you retire as opposed to some sort of draw down. So, I don’t
know if you’ve gone through that with your one fund client or what you’ve worked out.

Speaker Steve?:We don’t have anything special. I mean, I don’t know how many people really truly move their
money prior to retirement. I think these days most people when they retire they continue to manage their money.
I think there’s very few people, you know, if you retire at 60 there’s very few people that are purchasing annuities.
So, they’re just moving that money and running it, you know, taking a lift for some other vehicle where there’s still
managing it and I think that’s something that’s misunderstood as well. If you’re 55, you’re investment horizon is
not 5 years, you’re investment horizon is still 20, 30, 40 years and so to go and move it all to a bond fund or take
it out of equities at 50 years old is not necessarily the right thing to do if you’re not planning on purchasing annuity
when you retire.

U–M: No, I agree with everything you said. What I meant is more people have a perception “Okay, once my
account balance is X dollars I’ll be able to retire and if it’s X dollars at 62 and then it’s 0.95X at 63” if you have that
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1 in 15 or 20 year negative return on your balance fund. And I just think that’s one of the things one of my clients
just always just trying to get their head around and it’s been 12 years since we had our last negative return but they’re
trying to mentally prepare.

Speaker Steve?: It’s a risk that you got to be aware of.

U–M: Minaz, you mentioned the concept of a DC valuation and therefore a DC deficit. I’m wondering what
clients can do if they are in DC deficit situation in the short–term to improve their situation of their DC plan?

Speaker Lalani: Like I said, in the DC world it’s usually not throwing more money at it, the problem. It’s maybe
working more on design drivers. So, for example, clients that I worked for worked with matching type concepts where
they’ll try to use employee behaviour models to make sure that the matching is done appropriately so the employees
can put more money towards it, minimizing their risk. The other approach is to look at the investment options,
as a lot of guys here talked about it, that’s the biggest risk out there; throwing investment options at employees maybe
looking at your investment options seeing whether there is any changes you can make to it to make it more effective;
employee education. Failing all of that I think the long–term you might get a situation where the employer might
start to throw some money at the problem. They might improve the formulas or they might improve something
else there. So, at this stage most of the stuff that I work with the drivers are usually more where you don’t need to
throw money at the problem.

A question for the group here; what we talked about in terms of DC consulting, a lot of people doing DC
consulting, is there a lot here? Are these concepts that we throw about, maybe have no traction now, but do you see
any value in it? So, I’m throwing it back to you guys. Do you see any value in terms of talking to clients about it? Like I
would use it practically but what do you guys think from your standpoint? Anybody? Any takers? Joe, what do you think?

U–M: I guess I’ve only done one what you’d call a DC valuation and we did it deterministically just to keep costs
relatively manageable. I think we got attention all the way up to the CEO once they saw what we were claiming
was a $350 million deficit. So, I think they’re good tools. I think it’s the right idea. I think there is work. I mean,
I agree with you fully that there is work for actuaries in DC consulting. I think the insurance brokers and if there’s
any here please don’t take too much offence but they’ve been able to run amuck in this industry for 25 years while
we all just hung on to our Defined Benefit work and I think there’s been a lack of clarity around these risks and things
like that. But, the truth be told, most of my clients are still in the camp of “We said we’d put in 5%, we’re putting
in 5%, the rest of it is the employee’s problem” and if anything they best bought into the CAP guideline let’s cover
our ass by telling people that’s all we’re doing as opposed to emerging to the solution of we need to get to the right
replacement rate. So, my guess is in 5–10 years this will be much more commonplace but I’d say right now it’s the
leading edge to convince someone, especially a smaller employer, to spend money to do this. So, if you want to
give it away for free someone might read it but if you’re going to get someone to pay you to this it’s a bit of a challenge.

Marcia Gillespie: It’s just a comment. My name’s Marcia Gillespie and I’m not an actuary. I work for a large public
sector union which in addition to having some highly paid people it has a lot of broader public sector groups
which are not very highly paid and we have a problem.We have a lot of DC plans, if we’re lucky those people have
DC plans, but they’re not very good plans often. So, I find your remarks really interesting because I can see in terms
of negotiations. I go, wow, this is great! I can’t wait to go back and tell the staff! So, thank you very much!

Speaker Lalani: So, there’s more work for actuaries in DC negotiations. Anything else before we close? If there’s
anything you need, comments, you need any information just see one of us. Thanks. Bye.

(applause)
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