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Moderator Thomas Levy:We are going to break a couple of traditions this morning. The first is, we are going
to start on time. The second, this is probably the first time in this history of the Institute that a Multi-Employer
Pension Plan session has had more than 12 people, has been translated, has been recorded. Among the things, that
means is cell phones and Blackberries off, speak from the microphone so that you appear at the same place in the
recording as you do here, and identify yourself when you come to the microphone.

We are actually going to talk about two quite different topics this morning. The first one has been around for
quite a while and that is the issue of solvency funding for multi-employer plans. So back in 1999-2000, somewhere
back there, the CIA established a taskforce on multi-employer plans and our report basically recommended getting
rid of solvency funding for multi-employer plans and that report had wide acceptance in the multi-employer
actuarial community and nothing ever became of it. So we are going to start with a discussion of where are we in
2007 with regard to solvency funding for multi-employer plans.

And then the other topic, which we will do second, is that in 2006 the CIA set up a taskforce specifically to
review multi-employer plan actuarial reports. This is its debut in terms of the report of that taskforce. We certainly
have seats upfront; we are not breaking the tradition of filling a meeting room from the back to the front. And we
should have a fair amount of time for questions and comments at the end. This was listed in the program as moderate
to substantial experience, we are not going to spend a lot of time talking about what a multi-employer pension plan
is or why it is different from a single-employer plan, there will be a little bit of that.

Anyway, I am Tom Levy, I am Chief Actuary at the Segal Company, I am Vice-Chair of the Practice Council
and I was Chair of the taskforce on multi-employer plans.With me is Peter Morse. Peter was the Chair or I guess still
is the Chair of the taskforce that was reviewing multi-employer actuarial reports. Peter is a former CIA President
and former Chair of the Committee on Professional Conduct. He is here in Vancouver. Also from Vancouver
and our other panellist today is Harry Satanove of Satanove & Flood, who works primarily with Western
multi-employer plans.

With that, I am going to turn it over to Harry and we will get started.

Speaker Harry Satanove: Thank you, Tom. Good morning, everyone. I am going to start with this slide and I
am going to be referring to these plans as negotiated cost pension plans or negotiated cost multi-employer plans.
And the reason why I have negotiated cost in here, because I think it is an important feature of these plans and,
in developing a solution for the solvency problems, I think it is important to recognize that these plans are different,
not just merely because there are multiple employers, but simply because they are funded in a different way.
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In a negotiated cost pension plan the contributions are set by formula through a collective agreement
between the union and the employer association. The contributions go into a fund and the trustees of the fund
determine the benefits payable from the plan. So it is quite different than the traditional Defined Benefit Plan where

the benefits are determined, the actuary does the valuation and the contribution rate is set. So the fact that the
contribution rate is set initially through a collective agreement is an important feature of these plans and I think
has important implications in the solvency solution.

So, for instance, if these plans are viewed as a Target Benefit Plan, then the current service is looked at a little
bit differently than in a Defined Benefit Plan and, in fact, the current service benefit can go up and down, according
to the solvency rules, depending on interest rates, which is entirely expected and it is reasonable to occur. The
challenge, of course, is communicating that to the members and if the members are told that their benefit is $50
per month per year of service, then that might be what they expect. But if it is communicated as $50 being the
target, then there may be a different consequence.

So in a Target Benefit Plan the current service benefit may go up and down. In a Target Benefit Plan, as well
for past service, there could be reasonably adjustments, again if the plan is reasonably communicated, simply if the
assets aren’t sufficient to meet the liabilities, and the benefit has to be adjusted.

When you look at it from a Defined Benefit Plan perspective it is a completely different view, that if there is
an opportunity to increase contributions at the next collective agreement this is certainly something that needs to
be done. And this is certainly something that the regulator, at least the regulator out here looks at, that if a plan
has a solvency deficiency and if the collective agreement is coming up in the next year or so, they may accept that
solvency deficiency payment if there is a plan to increase the contribution at the next collective agreement.

Another solution from the Defined Benefit perspective is to revise the collective agreement. And this doesn’t
necessarily mean going back to the employer and the union to change the total level of compensation, but rather,
in many collective agreements, at least out here, the employer association may agree to give the employees another
$2 per hour for a number of years and the employees, the union, decides how the $2 is split out. So the employees
may go back and instead of having $1.50 in wages and 50 cents in benefits, they may change the split if there is
a solvency deficiency. Now, as you might expect, that doesn’t go over very well with the employees, that the money
that they expected to go into their pocket has to go to benefits, and that is ultimately a conclusion of the solvency
rules.

Another alternative is to strip out ancillary benefits. This is something that some of my clients have had to
do to meet the solvency rules. When the regulator treats it as a Defined Benefit Plan, as they do out here, the first
thing to go typically is the termination benefit, if it provides subsidized early retirement benefits quite often those
go, and so it goes in order to meet the solvency rules.

And finally, as a last resort is to reduce benefits, both for accrued benefits and pensions in payment.
Now, one of the challenges is that the policymakers seem to like the solvency rules. And I have talked to the

regulator here, I have talked to the policymaker here, I have heard presentations and I have read articles from people
in government and they seem to like the solvency rules. And this, of course, is a challenge for us in proposing an
alternative. First of all, the government likes to have the members protected so that if a pension plan does go down
the tube then it is not the government’s fault, because they have the rules to protect members. Of course, the logic
is really quite perverse, that in order to protect members on benefit and plan termination, benefits are cut back
right now by 10-15%. So benefits are cut back in order to make sure the benefits are not cut back, seems to be
quite perverse logic. But nonetheless, since it gives an appearance of members being protected, the policymakers
seem to like it.

Another thing that I have heard from the regulator is that they like the solvency rules because it is a prescribed
basis. You could otherwise have two plans that were completely identical, valued by different actuaries with two
entirely different results. And the regulators don’t like that and I think Peter is going to talk a bit about that as well.
They like solvency because it is a prescribed basis, one set of numbers and, no matter what actuary does it, should
come up with the same result.
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Another reason why they seem to like the solvency rules is that it minimizes perceived abuses. In many of these
multi-employer plans the union trustees are often elected officials and, because they are elected, they sometimes
make promises, and promises that they might offer might be improvements in benefits, and they do this because

they want to get elected. So they promise to improve benefits that the plan cannot afford and, therefore, pushes
the plan into a solvency deficiency position. But then the solvency rules, in effect, minimize those kinds of abuses
and therefore the solvency rules are perceived as being a solution for that kind of governance abuse. Of course, there
are other solutions for that kind of governance abuse but, again, the solvency rules are perceived as one way of doing it.

Another thing I have heard from time to time is that the solvency rule solves the problem of employer
withdrawal. The argument that we typically make why solvency rules should not apply to multi-employer plans
is that there are multiple employers, these plans will continue indefinitely and so the plan termination won’t happen,
you shouldn’t have to worry about it. But one of the arguments is made that you could have large employers leave
and they could leave a plan with a substantial solvency deficiency or going concern deficiency even and, with the
contributions no longer going in, that could present a problem. So the solvency rules are offered as a solution to
that problem as well.

So, for a number of reasons, the policy makers like the solvency rules, they seem to be attractive and I think
then in proposing an alternative it is important to recognize some of the issues that the regulators and policy-
makers have.

So the governments are starting to look at the solvency rules in a number of ways. Temporary measures, the
Federal Government of Quebec and Alberta have come up with temporary rules. If you are aware of additional
jurisdictions with rules please speak up. Permanent measures, Quebec is the only one that I know of that has put
in place permanent measures. And studying the issue are B.C., Alberta and Ontario.

So starting first with temporary measures. Quebec, they put their rules into place in 2005 and they expire in
2009 and then the permanent rules come into place in 2010. And the primary thing that they did is that solvency
deficiencies can be combined, so instead of a staggered series that matures over a period of five years all the prior
solvency deficiencies can be amortized over five years. And with member buy-in, and this is another of the themes
that we will see, you can extend it to 10 years. In a multi-employer perspective that is probably going to be an easy
one to sell, that you will be able to improve benefits or at least you don’t have the adverse consequences of five-year
amortization if you could have 10-year amortization. So in a multi-employer plan it should be easy to get member
buy-in.

In Quebec, in single employer plans, they can use a letter of credit. And so in a multi-employer plan you
could also use a letter of credit with an apportioning mechanism to allocate it to individual employers. And another
feature which, again, is common in the temporary measures is that benefit improvements for the next five years
must be funded on the greater of a solvency and an ongoing basis. So again, fairly conservative, but a little bit of
relief.

The Federal rules in 2006 require a recent valuation report. And again, continuing the theme, substantial
information to the members is required. And I think this is an important result and I think going forward I think
we will see more and more of this better communication to the members. I talked earlier in the presentation about
the nature of the pension deal and I think very very few plans communicate the nature of the pension deal and I
think this is absolutely crucial. And so I see, going forward, if rules aren’t prescribed, if plans don’t communicate
the rules better, then I think there will be legislation that requires communication.

The temporary measures Federally, similar to Quebec, that a previous solvency deficiency payment series can be
combined and amortized over five years (if there is buy-in you can get it up to 10 years) and no plan improvements
allowed in the first five years unless the improvements are pre-funded, to avoid worsening the solvency situation.

Alberta is a little bit different. They put new rules in place last year. In this case, the superintendent is involved.
So the MEPs may apply to the Superintendent for permission to suspend the solvency deficiency payments. It is
only good for three years and you can only apply for it once and it doesn’t require a current valuation. So the
Superintendent is very much involved and the consent will be subject to a number of things, including no asset
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smoothing, going concern unfunded liabilities have to be funded over no more than 10 years and no benefit
improvements if there is a solvency deficiency. And after the suspension is gone, revert to the old rules, but if there
is any solvency deficiencies that have occurred during the suspension period they all get amortized over five years

at the end of the suspension period.
So Quebec is the only jurisdiction so far with permanent rules and they take effect January 1, 2010, the

solvency focus is maintained and, in fact, it is accentuated. And again, substantial information to the members.
The big thing that they did in Quebec is they have put in a requirement for a provision for adverse deviation

or a PfAD. And they are still working on the development of the PfAD and, in Quebec, it will depend on the
investment policy and ultimately we will be seeing something from that. And one of the consequences of that is
that until the PfAD is fully funded there cannot be benefit improvements and it cannot be contribution holiday.
So the PfAD has to be filled before that can occur. Now, the PfAD doesn’t have to be funded, so the contribution
requirement doesn’t depend on the PfAD, but there is a limitation of what can be done until a PfAD is there.

Studying the issue, B.C. announced a review in February this year. It is a limited review, primarily on solvency.
They went out to a limited number of people. My understanding is that they are working very closely with
Alberta. Alberta is at a similar stage, they have put in their temporary rules. But in working out long-term rules,
my understanding is that it is still in a very very early stage there. And Ontario, Tom will talk about that.

One of the questions I have for you, and I would like to get feedback, is: are there alternatives to the current
solvency rules? And I know our paper a few years ago and the view of many of you here is to scrap the solvency
rules and, to some extent, I agree with that. But I also recognize that the policymakers seem to like solvency and
so the challenge then is to come up with some kind of alternative. Now, scrapping the rules would be nice, but I
am not entirely sure that that is on.

So when I made my submission to the B.C. Government I proposed risk-based solvency. What I proposed
was keeping the solvency valuation, but moving it to a risk-based system where the amortization period depends
on the risk of the plan and that means developing risk factors and risk scores. And so some of the risk factors
might be a going concern surplus or deficit, so if there is a going concern surplus that is a positive score; if the
contributions exceed the current service cost, that is positive; if the employers are up or the contributions are up,
that is positive; if there is a large number of employers in the plan so that if one or two employers should leave
without impact on the plan, that is positive as well; and investment policy, if it is fairly conservative, that will be
positive as well. So what I proposed is to look at risk factors, apply scores and determine an amortization period
for the solvency deficiency that depends on the scores.

The challenges of course are administratively complex and we have that guy wrapped up in red tape here, that
is what that little smiley thing is supposed to be about. Potentially subjective, although I think if the work is done
initially in developing the risk factors and risk scores, then it is probably going to be fairly easy for the regulator
to apply. They just get the data, calculate the score and there it is. But there is a lot of work involved. One of the
challenges, and I recognize that this is one of the challenges, is that, at least in B.C., the regulators are very stretched
for time and this will add additional work to them, but I think it is better than the approach that we have right
now.

So with that, I will turn it to Tom for Ontario.

Moderator Levy: Thank you, Harry.
Ontario, first of all, has about 40% of all multi-employer plans registered in the province, 40% nationally.

And unlike the other provinces, Ontario’s funding requirements for Multi-Employer Pension Plans are vague. It
isn’t, as in most provinces, where sort of the starting point is that the single employer funding rules also apply to
multi-employer plans. In Ontario, there is a completely separate section of the regulations and it is fundamentally
the actuary’s responsibility to say that the plan can meet all benefits when due or to go back, if the actuary can’t
say that, and work out something with the trustees and come back to the Superintendent with a plan to come back
onside.
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So whether solvency funding is required or not is up to the Superintendent and each individual actuary’s
judgment, and that changes from time to time and plan to plan. And when the Superintendent and the actuary
disagree, there is a very simple process: the Superintended refuses to accept the valuation, orders the plan actuary

to do a new one, the plan actuary and the plan appeal the order to the Financial Services Tribunal, which is the
appeal body for decisions of the Superintendent. Part of the Tribunal’s process is settlement discussions and 100%
of the time so far they have been settled. Those settlements don’t become public. That means there are not official
decisions as to when or even if solvency funding applies to multi-employer plans in Ontario. So that is what has
evolved, obviously not a very comfortable system.

Last fall, the Minister of Finance set up an expert commission on pensions with one commissioner, four
advisors, one of whom is an actuary. One of the advantages of one commissioner is you don’t get any minority
reports. The commissioner is a retired professor who has no experience in pensions but is learning fast. They have
a research director who is in the room over here, Rob Brown, a staff, and their objective is to examine the entire
Pension Benefits Act. But one of the concerns is they don’t report back until after this fall’s provincial elections. And
some of the cynics of us think that that may have something to do with having the commission set up in the first
place, to put pensions off until after the election.

However, Ontario multi-employer plans have an immediate problem. What is happening is, because of low
interest rates, the plans are cutting benefits, they are cutting first and foremost ancillary benefits and first and foremost
subsidized early retirement. And what that is causing is a short window during which if you can retire you can get
out, but otherwise you give up your right to take subsidized early retirement. This is causing, at a time of very high
construction employment, the most experienced people to head for the exits and the employers are screaming.

Now, whatever everyone may think about a government’s interest in pensions, governments absolutely are
interested in pensions when they are getting in the way of construction employment and completion of
construction projects in the province. And so both the construction employers and the construction unions have
had a sort of full speed ahead to get rid of solvency funding before the election, well before the election. And so
through a group called MEBCO, the Multi-Employer Benefits Council of Canada, which is a lobbying group for
multi-employer plans, there has been a concerted effort working with the finance minister’s staff to come up with
a way whereby he can fulfill what he has now made as a promise, to get rid of solvency funding.

And so, in fact, there are three actuaries who are on MEBCO’s board plus one lawyer who have been meeting
over the past several months with the Finance Minister’s staff to try to deal with the details, what options will be
presented to him so he can keep his commitment to get rid of solvency funding in Ontario. The range of things
which, you know, that are going to be presented to him go from – Alberta too, Ontario will just do the same thing
as Alberta – to a permanent elimination of solvency funding for multi-employer plans registered in Ontario. The
first given is with substantially increased disclosure to participants of the risk, and to all participants. Right now,
Ontario does not mandate benefit statements, except to actives. Clearly, a part of whatever comes out will be benefit
statements to everybody that say explicitly and clearly: if this plan were to wind up, this is what you would lose in
your benefits.

So union and management are pushing hard for a permanent provision. They are concerned with a temporary
provision, that it really doesn’t let them take action, that having cut benefits to come onside on solvency funding,
if they restore them and then two years or three years or whatever later the solvency sun sets, they are right back
and having to cut it a second time. That is the one thing they don’t want. So a bunch of us, including the people
who have the political clout, are meeting next week with the Finance Minister personally to push him towards a
permanent solution and we will see where that comes out, but hopefully pretty quickly. So it is very much in a state
of flux in Ontario.

One of the interesting things, and then I am going to turn this over to Peter, is: for a speech I gave to the
International Foundation of Employee Benefit Plans last year, we did a survey of the Superintendents with regard
to their view of multi-jurisdictional funding rules for multi-employer plans. And only Ontario and Quebec said
the province of registration controls. Every other province that we heard from, we didn’t hear from Newfoundland
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or PEI and I don’t remember if we heard from New Brunswick, every other one said, oh, with respect to our
participants you have to meet our funding requirements even if the plan is registered somewhere else. And indeed
with regard to Alberta, Saskatchewan has said, if you have a plan that is registered in Alberta and has participants

in Saskatchewan you must comply with solvency funding for Saskatchewan. So, a difficult world to operate in.
With that, let us change direction and have Peter fill us in on what his group learned in looking at multi-

employer pension reports.

Speaker Peter Morse: Okay thanks, Tom.
Our taskforce had hoped our report would be issued well prior to this meeting. Unfortunately or I guess

fortunately, some members of the CIA board wanted to discuss it further at yesterday’s board meeting. So I am
going to have more detail in here than I normally would have had if the report was already out there. The report
will be released or the board voted yesterday to release the report and it should be out shortly.

The prior pension project was issued in 2005 and involved I think it was 100 plans, 20 of which were from
British Columbia and 80 from Ontario, and there was a smattering of multi-employer plans in there. Just in voting
to release that report the board also determined that a further project should be done relating to multi-employer
plans in particular and it took a while for it to get underway. But the taskforce approved the board, which was myself
and Chris Kutney from Calgary and Cam Hunter from Toronto, in mid-June of 2006 and a plan announcement
was sent out to the membership which also served as an attempt to recruit reviewers and we went on from there.

The first thing we did was obtain from the regulators a list of multi-employer pension plans from all the
Canadian regulators and found that there were 190 plans. This did not include government-sponsored plans and
it didn’t include multiple plans of a single organization, and most of these plans involved joint trusteeship.We were
fortunate to have coordination of the responses by CAPSA, the Canadian Association of Pension Supervisory
Authorities, because that saved us a lot of work, we got all our data in a consistent format and this work was done
by Davin Hall of CAPSA.

We ended up selecting a subset of 60 out of these 190 plans for study by the taskforce. It was done on a
quasi-random basis and I will talk about that in a minute. To assist with bringing this project to the notice of the
members, Normand Gendron met with some actuarial firms who were active in the multi-employer plan field, and
also independent actuaries in July 2006, to explain the project and obtain their support. Report requests, with us
now having our sample of 60 plans, were sent by the Secretariat to each report author recorded by the applicable
regulator. We got all reports in by early October and we acknowledge the cooperation of the membership. We had
one member who really didn’t want to do it, but ultimately did. And several actuaries felt they needed the approval
of their trustees before they sent it in and we let that happen. But I think a reading of By-Law 2101 probably
suggests they didn’t have a lot of choice.

We had roughly a proportionate distribution of plans in our sample compared to the jurisdictional breakdown.
Although we excluded some from some of the smaller provinces, where there were one or two or I think even
seven from Saskatchewan, every firm which provided services to at least one plan was included, so there was at least
one plan from every firm. And it was interesting, I think there were 19 firms we only had one plan from and we
got it up to as many, I think, as seven or eight from a couple of the larger firms. And for 12 of those 19 firms where
we had one plan this was their only plan and we found that interesting. And in total we ended up with reports
from 30 firms in the 60 reports in all.

Provincial jurisdiction or the breakdown is here of the plans and the plans chosen. Basically, we took just
more than a third from B.C., Alberta, OSFI, Quebec and Nova Scotia. A little less than 30% fromOntario, which
had been predominant in the prior study and, as I said before, none from the provinces with very few plans.

Maybe I can just go back here. For what it is worth, these plans, the 60 plans chosen had about $14 billion
in assets, a total going concern unfunded liability was $550 million, but one plan itself was $455 million of that.
And on a solvency basis they had a total unfunded liability nearing a billion, about $860 million.

Valuation date breakdowns, you can see a majority of the plans were January 1, 2005, but still a large number
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at January 1, 2004. One important point is that many of these reports were issued or at least close to finalization
before the issuance of the first pension review project which Shiraz Bharmal chaired. And so it is a recurring theme,
but we tended to find many of the same issues that Shiraz’s taskforce found because really the profession hadn’t

had a chance to adjust to the results of that report, Standards that have now been either issued or Educational Notes
that have been issued, had not been issued until early 2007. And so we are going to find at the end of the day that a
lot of our recommendations would have been a duplication of theirs, although there are some additional ones as well.

Reviewers were recruited during July, 2006. Basically, they are mostly retired or substantially retired actuaries
who may continue to do some unrelated work and one professor of university.We had to turn down some applicants
because they were actively employed and we didn’t want to run ourselves into conflicts of interest and having that
potential problem. And no one, none of the reviewers, reviewed former colleagues’ work or more than two reports
from a firm. And three of your reviewers participated as reviewers in the prior project as well and we had to, in a
couple of cases, go and twist their arm to do it again.

As reviewers, Chris Kutney and I, as members of the taskforce, only did a few reviews just to get a feel for the
time and work involved and to assess the overall quality of report writing. Most reviewers did six or seven first
reviews, six or seven second reviews, so they saw 13 to 14 reports in a relatively short space of time. The process
we used, and it was intended to ensure or maintain the confidentiality of the information, was that we went
through the Secretariat. The Secretariat got the reports initially from the authors, sent them to the first reviewer,
got them back, sent them to the second reviewer and ultimately passed them on, as we were doing the taskforce,
to me. No one, aside from me and the reviewers, saw the reports. And, in particular, there is one actively employed
member, Cam Hunter, he wasn’t aware of any of the plans selected for study or the name, authors, firms or
anything for any of the reports. We set it up in such a way that the reviewer checklists that he got had none of that
information, all he got was the checked off boxes on the form.

We also got input from the regulators regarding their concerns with the various valuation reports, including
particularly specific concerns with multi-employer plans. These were reflected in developing our checklist and I
will just run through them briefly. I will come back to them at the end of this, but: the suggestion that actuaries
are trying to justify best estimate assumptions and removing conservatism; lack of consistency between asset mix
and assumed investment return; use of overly aggressive investment return assumptions; analysis of gain/loss not
in enough detail to permit assessment of assumptions; trends and losses without assumption changes; inadequate
justification for assumptions and methods and changes to these items; inadequate provision for admin expenses;
use of unreasonable asset valuation methods and large deviations from market; inaccurate plan summaries; cherry
picking on valuation dates; the use of accrued benefit cost method for mature plans or where the plans are in
declining industries; and optimistic assumptions regarding hours of work or future contributions.

So there is quite a bit there. We set the taskforce up to address some of those points, some of them we weren’t
able to, as you will see. We developed a reviewer’s checklist, in part building on one that was used in the prior
review project. Basically, the reviewer filled in 11 pieces of basic information, 163 question answers, some of which
for some plans were N/A, but they had a lot of pages to go through. Twelve numerical items relating to data and
valuation results, which was just to give us a statistical feel for the group we had, and 17 additional specifics
concerning valuation methods and assumptions. We did focus quite a bit more attention on methods and
assumptions in this study than was done in the previous one.

The process: the first reviewer completed the checklist and then sent it back to the Secretariat, it got sent
on and indications of disagreement were indicated, although generally, there really weren’t very many serious
disagreements. Most of them happen because in some reports some things were tough to find and where one
reviewer didn’t see it, the other one did and that sort of thing. It wasn’t so much an indication that somebody
thought the report was great and somebody else thought it was terrible. We really weren’t focusing so much on the
overall report as we were focusing on various things that should be in it.

Ultimately, all reports were forwarded to the Task Force Chair to assist in the completion of the taskforce
report, because we found when we got to the end of the process and had analyzed all of the review checklists,
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that there were five or six items that we thought would add to the value of the report that had been addressed
inconsistently. And one person had to go through all 60 reports and I will tell you, it wasn’t a lot of fun.

As I indicated, the reporting period overlapped with that of the previous CIA review project and so many of

the shortcomings that we had had surfaced again. One of the things that has happened subsequent to that first
report is the Institute has issued a Research Paper on Contents of Pension Actuarial Reports, which should address
many of the shortcomings and, if you would, some of the missing items that the following slides will indicate
occurred. I recommend that research paper for anyone who is preparing a report. It serves as a good checklist as
to whether you have what is perceived as being what should be in a report.

One way we looked at this was we built on Section 3600.05, which says the report should be detailed enough
to enable another actuary to examine the reasonableness of the valuation. This isn’t a new requirement. If you go
back to the 1981 Valuation Recommendations, the words are different but they say just about the same thing. We
found actually quite a few reports fell short of this goal in one or more areas and I will touch on them in as I go
through.

A few findings: 12 of the reports identified the intended users only indirectly and sometimes the intended users
can be very important. Very few authors made an explicit statement if there was no subsequent event, and I think
there is a Standard of Practice revision that has been drafted to require such a statement in all valuations. Thirteen
reports did not include a reconciliation of plan membership, and this was a shocker to me. I don’t think I have ever
done a valuation without one and it was surprising. Again, the lack of one restricts the ability of another actuary
to make an informed judgment of the report, particularly regarding assumptions and some of the detrimental
assumptions and so on.

Eight reports provided no detail regarding the tests of data. Most data summaries included no information
on gender, although for many of these reports or these plans where the membership is predominantly one gender,
the report could well have indicated it. Four reports with no reconciliation of plan assets, which is unusual and 22
with no detail concerning an investment mix. Again, we get to 3600.05, how are you able to comment on the
discount rate and various other economic factors if you don’t have what has been going on with the plan? Half
the reports didn’t identify check procedures used to verify asset information and only rarely did the report identify
procedures used to verify plan provisions.

However, some good news as well. All the actuarial opinions contained the required disclosure statements
and the presentation of results was very good, with breakdowns of liabilities and supplemental breakdowns in
some cases in appendices. Only one report did not include a reconciliation of the results, but a meaningful
discussion of the gain and loss items was found in less than half the reports. Two reports contained no description
or numerical illustration of asset smoothing methods and this is one of those items that I am sure would be of
concern to a regulator. While some asset smoothing methods may seem questionable to a regulator, one without
any details of the process used would be a large target. Simply to say “we smoothed the value of assets and we got
this” really is not all that good, particularly in one case where the value was 117% of market.

Also, the demonstration of the adequacy of the negotiated contribution rate was only provided in three-quarters
of the reports. And even where such a statement was included, in some cases it just wasn’t clear whether it extended
beyond the current valuation period. Benefit reductions were recommended in eight of the 11 valuations where
the negotiated contribution rate was insufficient. And in some cases, follow-up reports were issued and forwarded
to the taskforce reflecting the reduction that the trustees had elected.

One interesting one was the solvency position was reported in a separate report at the request of the plan
trustees, apparently. This happened to be a plan where the going concern valuation showed a surplus which
followed what had been a benefit reduction in that plan brought on by I think the financial condition of the plan.
But the solvency report, which was separate, showed a significant solvency deficit and it may have been that the
trustees wanted to be able to show their members a positive report without giving them the bad news. I don’t
know, but it was interesting in that one, the only one, where there was a separate solvency report.

Looking at asset valuation methods on the going concern valuation, market value was used in 20 reports and
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39 reports used a smoothing method. The market value was disclosed in all reports. The method changed in 12
reports but the rationale was given in only three and financial effect of the change in only eight. Again, change is
happening without any information. We were also unable to assess whether any of these plans that had changed

the method had changed it previously and whether this was a matter of trying to get to the highest value or whether
it was a change in practice or philosophy.

The relationship of the asset value to market value, we found this on I guess the 40 plans that did not use market.
We found that 38 of those 40 plans were within 5% of market, in fact 26 of them were at market or below. One
of the concerns that the regulators indicated was that there was a lot of excess value, and this didn’t come through
from the study of the group of plans that we looked at. On the solvency valuations, 49 of the plans used market
for solvency, while 11 used a smoothed value. On the discount side on the solvency valuations, 51 used market
discount rates, while nine used smoothed discount rates. And of the 60 plans we had, 36 had a solvency deficit
and 26 had a current solvency deficiency. So a fair number of these plans have solvency problems and I had no
indication that this was not representative of the total group of 190 plans either, but we don’t know that.

Actuarial cost methods: unit credit/accrued benefit predominant with a smattering of entry age and attained
age normal and, for the three final earnings plans, projected unit credit. Some would suggest that an argument
could be made for attained age normal or an aggregate method for plans with a declining membership or an aging
active membership. And one of the things that we can’t tell whether it was happening or not is whether alternative
calculations were being done for the trustees for their own information as to the long term viability of the plan
using any of these methods. Certainly, from talking to one member of the taskforce, this does happen on occasion
but we just didn’t have the evidence to look at it. We really do feel that some research should be undertaken to
assess whether alternative methods may be better suited to this purpose, as it may enable earlier identification of
those plans with longer-term problems relating to aging or membership reduction.

Discount rates. This is a critical assumption for these plans because generally, aside from the two or three
final earnings plans, there is not an offsetting factor. One of the things that is essential in these plans is an
assumption regarding plan expenses, and a specific assumption regarding some plan expenses was made in 37 of
the reports. In some cases it was a reduction in the discount rate, some cases a dollar amount added to the normal
cost for administrative expenses or a dollar amount added to the actuarial liability for the expenses over the next
period up to the next valuation, a percentage load on the normal cost or an allocation of a portion of a contingency
reserve in one case.

Others used an indirect allowance in the discount rate and the phrase “net of all expenses” or, in most cases,
“net of investment expenses” was generally found in the description of the discount rate. When we looked more
closely at these we found some rather interesting data. By adding back to the actual assumed discount rate an
estimated amount for admin and/or investment expenses, whichever they indicated were netted out, based on
each plan’s experience or where we didn’t have the data from their reconciliation of assets because they showed net
investment return, we added a nominal 30 to 40 basis points. And then we found that the resulting gross rates were
considerably higher, perhaps higher in some cases than the actuary intended. And you can see from the slide that
all of a sudden an average discount rate of 6.35% became 6.89%, and with 26 of them above 7%. The most
extreme case reflected a 7.5% discount rate net of all expenses, and total expenses which ranged from 3.5-4% of plan
assets in each of the three prior years. Perhaps expenses were expected to plummet, but their report didn’t say so.

Demographic assumptions: mostly the mortality is either 1983 GAM or a 1994 table with a couple of others.
Only 13 reports justifying the mortality assumption, early retirement again only a third of them justifying it, and
termination assumption less than a quarter. There is not a lot of justification of assumptions and I suspect that there
will be something forthcoming in time requiring much more justification once the PPFR committee gets at some
of these items. I think the same comment was made in Shiraz’s report. Disability assumptions though, in most cases,
were justified. One of the things that, as you will recall from the earlier slide, this is an area of considerable concern
to regulators with regard to the selection of assumptions and the lack of justification of them.

Hours worked or contributions, some plans include one, some include the other looking forward, in some
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cases they show both. Thirty-four reports included an estimate of contributory hours, 13 anticipated a decrease,
7 no change and 14 an increase, and half of those were more than 10%. There are a lot of reasons why increases
could happen, a new contract, there had been a strike, new influx of work in the industry and so on, but this was

rarely justified. Having once in my past having done a valuation for a plan that I think we assumed 82 million hours
when I first did a review valuation of the prior actuary’s work. And knowing that that plan today is at 36 million
or something and has been for the last 10 years, this is a very important assumption because, particularly where
the plan has an unfunded actuarial liability, all of a sudden the contribution required to amortize that can get very
big if your hours assumption is overstated.

As far as provisions for adverse deviation, an explicit description or quantification of a PfAD was provided in
only seven of the 60 reports, but in a number of others it appeared there might be an implicit PfAD through a
lower discount rate. But really, not from the words that were there, was it possible to assess or quantify how much
this meant.

Now, what did we find relative to the regulator concerns? Well, we didn’t find a lot of references to Best
Estimate assumptions.Whether the actuaries are removing conservatism I will leave to your own judgment on some
of the things like the discount rate. Lack of consistency between asset mix and assumed discount rates, few reports
discussed this relationship and 22 omitted information concerning the asset mix. In fact, some of them showed a
breakdown of the assets between various fund managers, which probably came from the auditor, which might
have been of great importance to the auditor, but probably was much less significant than the investment mix
breakdown that should have been there.

Use of overly aggressive investment return assumptions. Yes, we found some of those, certainly the 7.5% with
a lot of expenses was one of them. Gain/loss analysis not in sufficient detail to permit assessment of assumptions.
There was a, as we indicated earlier, meaningful analysis of the gain/loss in only 50% of the reports and it was used
to justify assumptions in only 25%.

Trends of losses in mortality and retirement, we couldn’t tell whether this was the case or not because we only
had one report and it was not usually commented that, you know, this continues a trend and we are not doing
anything about it. Inadequate justification, yes, that comment is something that we did find that was quite
reasonable, as the statistics quoted earlier probably indicate. Inadequate provision for admin expenses. There are
some instances observed in this area, but there has been an Educational Note on plan expenses issued by I guess
PPFR or prepared by the PPFR, issued in 2007 I think.

Unreasonable asset valuation methods and excessive deviation.We didn’t find this to be the case. Really, there
were 12 plans with less than 5% over market and a couple above that, and those two might justify the regulator
comments, but those are the only ones that we found. Summary of plan provisions is not always accurate. Well,
when you don’t have the plan provisions you can’t check them, but there were very clear plan summaries in the
reports. We didn’t find any problem with that area. Selection of the valuation date being affected by external
indices. Well, we only found five dates that changed, three of them were December 1, January 1 changes and it
was difficult to tell whether things like bond yields had been a significant factor. The other two, one of them the
date was changed at the request of the regulator for some reason, and the other one I am not quite sure about, it
might have been the only date at which there was a surplus, but I don’t know.

Optimistic assumptions re: future contributory hours. The assumption was justified in half the reports and,
without working papers, we couldn’t go further than that. It appeared that there might be a problem in some
areas, but we didn’t have any evidence to back it up. Use of Accrued Benefit Cost Method, we have already
discussed that and there is an issue of it in the taskforce report. Understated incidence of retirement where industry
patterns seem established. And again, without historical data, we can’t do much with that. Large variation in level
of assumed plan termination expenses. This is quite a reasonable comment, as the following slide will indicate.

This is the wind-up expenses assumed in the solvency valuation and they have used two measures of it,
percent of assets and dollars per member, and there is a lot of reasons why those aren’t the right way to measure it,
but they are two measures that one might look at. You might notice that the percent of assets from the bottom to
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the top is a multiple of 200 and there is a dollars per member from the bottom to the top, it is a multiple of 73,
I think it is.

There is a lot of reasons that can cause change to the wind-up expenses assumed. They include the complexity

of the plan, a lengthy settlement process, inability to locate prior members, legal fees, actuarial and admin fees, surplus
issues and, conceivably in some plans or maybe a lot of them actually, necessity to keep the plan in operation until
you can find capacity in the annuity market over a significant number of years. In terms of dollars, the largest
assumed cost of wind-up was $10 million, the smallest was $18,000, and there is quite a range there.

Now, our recommendations. Many of our concerns have already been addressed in the previous review
project report and we haven’t seen fit to repeat them because some of them have been acted on and some of them
I understand are in the process of being acted on. Two Educational Notes and a research paper have subsequently
been issued and I gather there have been a couple of drafted changes, at least, to Standards of Practice. We do
feel an Educational Note should be developed regarding the insufficiency of negotiated contributions and the
resulting need for corrective action. The same note could address the hours worked, the expected contributions
assumption. I also believe that all multi-employer plan reports should contain a statement as to whether negotiated
contributions are or are not sufficient to support current benefit levels.

The Standards of Practice should also include a requirement that actuarial reports disclose the discount rate
used to amortize a solvency deficiency. And, as I think I indicated earlier, research should be undertaken to address
the suitability of the actuarial cost methods for assessing the long-term financial stability of the plan. We
recommend that future CIA reviews of reports only be conducted after all Educational Notes have been developed
and SOP changes have been approved. We did find it a little frustrating to find many of the same problems that
the prior taskforce found just because the profession hadn’t had a chance to adapt to the recommendations in that
report. A review like this uses a lot of volunteer resources and time and, if reviews are to occur frequently, CIA
should consider paid staff to conduct the reviews and the appropriate infrastructure they need. And we suggest that
the next review should probably, with the time it takes for us to issue standards and notes and so on, the next
review should be three to five years hence, closer to three than five.

Coming up, the Board has now voted to release the taskforce report and I don’t know how long that takes,
but probably won’t take very long. It has been translated, as far as I know. The taskforce is going to follow up with
a few authors regarding possible non-compliances and the Secretariat ultimately will arrange to destroy everything
that we had and had received.

And finally, I have to acknowledge the contributions of a number of parties. CAPSA, Canadian pension
regulators, for sharing their internal checklists and for providing our plan universe. Davin Hall for doing all the
coordination, because this probably saved us three weeks or a month in time. The report authors and their
employers for their cooperation; the reviewers for their diligence, thoroughness, promptness in completing the
reviews. They didn’t have a big window and in some cases it was disruptive. And we had certainly one reviewer who
said, I can do a bunch at the beginning but I can’t do any after that, and he did them, they were back in a couple
of days, he did very well. And Angelita Guevara and other Secretariat staff for their coordination efforts. I certainly
wouldn’t have had – or I would have spent a lot more time on it if Angelita hadn’t been doing all the work. And
finally, Normand and Daniel who provided assistance and guidance throughout the project.

Thank you.

Moderator Levy: Thank you, Peter.
A couple of quick comments or questions for you and then we will open the floor. You are saying all the

documents will be destroyed and the individual actuaries are not going to learn what comments the reviewers had
about their own individual reports. Is that a fair statement?

Speaker Morse: That is a fair statement. Some will, there probably will be three or four letters sent, but not the
kind you want to receive. But no, we did not then take the reviewer comments and then do a critique or a comment
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on it. It wasn’t part of the action plan and I don’t think we will be doing that.

Moderator Levy: Okay. Now, I am looking at the review. It seemed to be from the view of an actuary or a regulator,

but the number one intended user would be typically the trustees. Was there any attempt to look at how effective
these reports would be for a typical board of trustees?

Speaker Morse: Yes, there was. We looked at this in a number of them. One of the things that came out was the
great variety of reporting formats across our profession. Be it large firm, small firm, having to go through all 60
reports in a concentrated period of time I found it very frustrating to be finding something on page 1 and then
the next report it was page 59. Just along the way I sort of felt that, gee, some of those reports would be awfully
tough for a client to understand, but others it is very easy and it depends on the presentation. But these were
intended to be filing reports and certainly in some cases I suspect the trustees might well have gotten a different
report for the purposes of information to a board of trustees. You might as well do a different presentation, and
not give them a valuation report. I know that was a practice that I certainly used with some clients. So it was hard
to tell whether this was the report that was intended for the regulator or for the – it wasn’t hard on some of the
reports, but on others it looked like it was a report that was written to satisfy regulatory requirements, not necessarily
to communicate with the client.

Moderator Levy:Okay. I would also suggest that those of you who haven’t seen it look on FSCO’s website. They
have recently published a statistical analysis of I guess the most recently filed reports for Ontario registered plans.
Certainly much to my surprise, the funding levels on both a going concern and the solvency basis were as high or
higher for multi-employer plans than for single employer plans. And it is not quite a fair comparison, because the
average multi-employer plan was much much larger than the average single employer plan and these were weighted
by a number of plans.

Speaker Morse: If I could just on that one point.

Moderator Levy: Sure.

Speaker Morse:On a going concern basis the median plan was at about an $800,000 surplus. Solvency basis, the
median plan was a $500,000 deficit. And so more than half the plans were in a surplus position, easily more than
half.

Moderator Levy: Okay. The floor is open for comments. Again, give your name first and a reminder that Harry
had a specific request for any thoughts, any suggestions, ideas as to what you could substitute for solvency funding,
a typical solvency funding requirement for multi-employer plans. Certainly, in Ontario the push is to substitute
nothing, to substitute thorough disclosure and at some relatively low funding level limit the ability to make benefit
improvements, whereas Alberta is certainly looking at setting up a complex, perhaps even stochastic risk model,
as a replacement for solvency funding.

So with that, comments, questions, suggestions.

Mr. Bill Osenton: I have sat here listening to Peter’s report, now, I obviously haven’t read the taskforce report, but
with an increasing sense of dismay as he elucidated all the problems with the reports. I can remember discussing
those with my colleagues 20 years ago, I can remember them being discussed in CIA meetings 20 years ago. And
this speaks to me that we really need a — that we either have a problem with people who are not qualified to do
the work or we have a problem with people who are not doing their homework to bring themselves up to speed.
So this convinces me more than ever that the increasing insistence on continuing education is absolutely vital for
this Institute.
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The second point, I will address Harry’s point, if you abandon the solvency rules it will create a major project
for the Institute because without solvency rules we will have to introduce much more detailed standards as to what
the actuaries can do. Because, again, I can remember Keith Cooper saying at least 30 years ago that we must do a

solvency valuation even before any of the regulators required it. If a plan cannot meet the solvency tests, it is in
real trouble.

I do not buy the argument that just because a plan has lots of employers it cannot go down. I have seen too
many go down and I have seen industries go down very quickly, I have seen industries go non-union very quickly.
So that argument doesn’t wash at all with me. And I think if a plan has a solvency problem, it means either that
it has no margin in the current service contribution to make up for a large deficit or it has got such a large deficit
that it really ought to be cutting benefits anyway.

Moderator Levy: Other comments?

Ms Nancy Yake: This is a bit following on some of Bill’s comments. But, Tom, you mentioned that in Ontario
that, one, the results might be no solvency funding requirements for multi-employer plans. That sort of goes contrary
to the working document that was published recently by the CIA on the direction of our pension standards where
the focus was going to shift to wind-up position and reporting on that. I wonder if you could comment on that
apparent difference.

Moderator Levy:Okay. This certainly is covered in the multi-employer taskforce report, so let us talk about what
the consequences are of solvency funding and why it doesn’t work very well for multi-employer plans.

The first is that it is frontloaded. And when you have a fixed contribution and the variable is the benefit, the
only thing that a frontloaded cost pattern can do is take away benefits now. That is the only way to come onside
if you have solvency funding. And, by the way, most of these plans that have solvency funding issues now have them
solely because of a drop of interest rates. If you say what would their solvency funding level be based on interest
rates five years ago or, more likely, the last time they raised benefits, you would find virtually — I am going to pull
this out of my hat, I don’t really know this is true — you would find virtually all of them onside with regard to
solvency funding. So it isn’t generally because of trustee action, it is because of market action that they are not.

The second is that it is volatile. And so if you have got a fixed negotiated contribution rate, $2 an hour or
whatever, and your cost is going up and down in the way solvency does, you simply cannot function as a Defined
Benefit Plan. You have to say each year you will get a benefit that is whatever keeps us onside on a solvency basis
for this year and one year for the same $2 contribution you might get a $20 accrual versus a $3 accrual versus in
theory a negative $6 accrual. And you don’t have a Defined Benefit Plan in any sense anymore if that is how you
are defining your benefit, as the one that stays on side for cost in the context of a fixed contribution.

The third is that solvency funding is keyed to maximum cost, particularly with Rowan in Ontario. And what
that means is solvency funding is funding for benefits that in the 95 or 98 or whatever percent event you want to
call it will never be paid. And again, you are causing participants today to have lower pensions so that there can
be funding for the 3 or 4 or 5 percent event and for benefits that won’t ever be paid. And so those of us who spend
much of our lives in this field don’t think that that is a fair sacrifice to make for the members, or to require for the
members, for windup funding, recognize there are other views.

I guess the one other thing is in a multi-employer plan you don’t have surplus ownership issues, 100% of the
assets are going to be used if the wind-up that Bill talks about occurs for the participants. That will happen, none
of it is going back to the employers, you almost never have contribution holidays. And so in many respects, I think
this was an example from the taskforce report, the choice for a participant is do you want a $600 benefit if the plan
survives or a $500 benefit if it totals, or do you want a $500 benefit in either event? And you will not get a single
vote from a participant with full knowledge and full explanation to take the $500 benefit that is based on the
5 percent event when the plan at the 95 percent event level can afford $600. So that is how we get there.
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Mr. Gerald Schnurr: Good morning, Gerry Schnurr.
Two quick questions. One, I heard, Peter, you talk about the desirability of including in every valuation report

a statement by the actuary as to whether the plan or the contribution rate will or is not able to sustain the benefit
terms. I would welcome your comments on exactly what that means, because it sounds like a very desirable thing.
It is hard to argue against it, but in practice does that mean that we have to certify against, as Tom was alluding,
the fourth percentile event, which is a potential plan wind-up scenario in the next decade or not? That is issue
number one.

The second issue is to pick up on Tom’s comments and the volatility that exists in solvency. It is obvious, it
is apparent. But to what extent are these plans using contingency reserves in the way they finance their benefits or
when they have available resources are they spending every last dime they have available to them? I welcome your
thoughts.

Speaker Morse: Well, on the latter question, Jerry, I don’t think we had information as to whether they were
spending every last dollar. I think obviously the solvency issues, as Tom said, has become an issue of events beyond
their control and a number of years ago they would have been in a fine solvency position. I didn’t get the sense
from the broad range of reports, and I did scan them all for different reasons, that there were certainly some plans
that have intentional contingency reserves, keep margins around and don’t spend it all. There are others that,
because of events either within their industry or whatever, it appears that is what is happening simply because of
declining membership, they can’t cut the benefits, they need increasing funding, they get increasing funding and
it is just enough to pay for what they have got.

So it is not that there is a lot of surplus funds floating around in some of the plans. In the others, there are,
as Tom has said, there are some that are just as well funded as any of the single employer plans.

The first question?

Mr. Schnurr:What does it take to certify?

Speaker Morse:Oh. I think what we were envisioning is something that brings perhaps two numbers that are in
the report together and it is interesting the different ways that actuaries produce this, but there is a minimum
funding requirement according to the legislation and there is a rate that is coming in. And in some cases that rate
is variable, in some cases there are bonus contributions or whatever they negotiated for a short period, and some
indication tying those two together that the actuary should be able to do, but the laymen frequently cannot.

Moderator Levy: As I talk to actuaries, and I obviously haven’t seen anywhere near as many reports as Peter has,
one of the things I am struck by is that margins for adverse deviation, which are certainly a good idea in this
environment where the benefit is the variable, not the contribution, that there are any number of different ways
of doing that. So I have talked to some actuaries who have best estimate assumptions in their belief plus an explicit
reserve, I have seen some that use a lower discount rate, I have seen some that use a low contribution expectation
and I am sure there are others out there, and that would certainly have been a challenge for Peter or for anyone.
As I said, the way the margins are expressed when they are there can be almost as many alternatives as there are
actuaries whose reports he looked at.

Speaker Morse: That is correct.

Mr. Jerry Loterman: I guess my comments are very much in line with Tom’s, but I just want to say I have worked
for a regulator, have worked primarily with single employer plans and I have worked with multi-employer plans,
so I have seen the full spectrum. I think when I was with the regulator before I worked with multi-employer plans
I would have probably been strongly supportive of solvency rules. But having seen exactly how they work, and
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I won’t repeat Tom’s comment, but I am fully supportive of those. So I do think solvency is important for
disclosure purposes, but it just doesn’t make sense when it comes to funding.

Now, what do you replace that with? Well, the firm that Tom works for now, and I used to work for, we used

a lot of entry-age normal or level cost methods and I certainly think for a multi-employer plan that makes the most
sense. So I would strongly be supportive of the original taskforce on MEPs which prescribed solvency for disclosure
purposes and much more disclosure to members, but replacing solvency rules with perhaps more margins in the
going concern valuation and using level cost methods like the entry-age normal I think makes a lot of sense.

Moderator Levy: Thank you, Jerry.

Speaker Morse: If I can, Tom, one of the things that is in the report is we do actually repeat the recommendations
of the 2001 taskforce on multi-employer plans, just because we do support them.

Ms Shelley Speed: My comments and question I guess relate to Harry’s material and, in particular, the Quebec
allowing an apportioned letter of credit approach for a multi-employer plan, which seems a logical extension of
what they already allow for a single employer plan. But I am thinking about the practicalities of actually doing this
and I wondered if anyone had any experience with that or thoughts on it. The first huge practical impediment that
strikes me is designing an equitable method of apportionment. And the second is getting the buy-in of the
participating employers to tap into their credit lines to secure a pension solvency deficiency.

Clearly, I guess the fewer employers there are in the plan and the smaller the solvency problem the easier it
would be, but does anyone have any thoughts or any practical experience with actually implementing something
like that?

Moderator Levy: What we are finding is actually that Quebec is working very hard to kill any possibility of a
multi-employer plan covering people in the province. There are some, as showed up before. Their view is their law
permits no benefit cuts in accrued benefits and has employer liability beyond the negotiated contribution. If the
employer withdraws the employer has to fully fund all benefits for its employees. But in that context, if you are in
Quebec and you know you have this contingent liability anyway, which hasn’t been tested in the courts yet, I
suppose you could look at it in those terms. If you were to withdraw, how much extra would you have to put into
the plan anyway beyond what you negotiated and use that as the basis for saying, okay, since you are on the hook
for that anyway use your line of credit at that level.

Okay, Nancy, and we are just about out of time. So this will be a good last comment.

Ms Nancy Yake: The risks for a multi-employer plan are obviously very different from a single employer plan.
Should our standards of practice require more disclosure of the risks and maybe some sensitivity testing, some
what if numbers actually in the report? Like, what happens if investment returns aren’t met and what happens if
the hours or assumptions are not met? Should there be more disclosure required in our standards?

Moderator Levy: That is certainly an option and, in fact, the new U.S. pension funding law, which was passed
last year, it is effective primarily in 2008, first of all continues the practice of no solvency funding for multi-
employer plans, which has been true for as long as there have been funding laws in the U.S. there has been that
distinction between single employer and multi-employer plans. So I mean, one of the things, as we know, that with
far more multi-employer plans than there are in Canada – I think you said 190, and in the U.S. I am going to say
probably in the order of 1,000 to 1,500, 1,500 is probably closer – and with guaranteed benefits through the
Pension Benefit Guarantee Corporation for multi-employer plans, which we don’t have in Canada, there hasn’t been
a problem.

But one of the things that they did introduce was the concept of zones, what we call green zone, which are
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more or less healthy plans and yellow, which are endangered, and red, which are seriously endangered. And as you
move into the yellow and red categories you have to have recovery plans and, generally, you will only be able to
do those with sensitivity testing, with stochastic modelling to just be able to demonstrate that your program for

improving the funding, again with no solvency funding, no wind-up finding, that your improving the funding will
be likely to be successful.

Okay, with that, thank you all. We appreciate you joining us today and enjoy the rest of the meeting.

(applause)
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