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Moderator Geoff Guy:My name is Geoff Guy. I’ve been to many, many CIA sessions in the past and usually the
person leading the session will tell you which workshop this is and the official number of the program. I don’t have
a clue but I do know we’re going to talk about commuted value standards. I’m joined today by Rob Smithen who
some of you know. I’m Chair of the Actuarial Standards Board and Rob has been working very closely with a sub-
set of the Actuarial Standards Board essentially in the role of a project manager as we move forward with commuted
value standards.

Now I believe this is a session that is supposed to be translated but I can’t see a translator in the booth at
the moment.

U-M: (off mike) Let’s start without them. The translator ??

Moderator Guy: Okay, well we’ll start and hopefully they’ll arrive before too long. What I’m going to do today
is to lead you through the agenda. I’ll be dealing with part of this and Rob will handle the other part. I think a lit-

tle history is always worthwhile just to make sure we’re all on the same page and then I want to talk a little bit about
the Actuarial Standards Board and its role.

The Actuarial Standards Board has been in existence for a couple of years but this is the first time I think many
people really noticed the Actuarial Standards Board because a lot of the stuff we’ve done to date has been relatively
minor in nature and I think commuted value standards certainly wouldn’t be classified as minor. The question is
where they are on a scale of one to ten and they’re pretty high I think. I’m going to talk a little bit about the no-
tice of intent which was sent out in March. I’m going to update you on what has happened since March includ-
ing an update on the Actuarial Standards Board meeting which was held last Friday at which we approved the
release of two exposure drafts and we will tell you today the content, at least the key elements, of those exposure
drafts and then explain what is next. So you’ll go away from today’s session with an understanding about what the
Actuarial Standards Board is looking at in terms of possible changes, but I would want to remind you all that the
exposure draft is exactly what it says. It’s a draft that is designed to solicit input, feedback and so on and we’ll be
stressing that several times as we go through the session. I wouldn’t want any of you to think today that this is the
final decision of the Actuarial Standards Board but I would also like you to know that we have thought very care-
fully about the topics which we’re presenting to you today and this isn’t kind of like a straw man which we picked



out of air, this is something which we’ve given a fair bit of thought to but we’re still open and we still need to have
opinions and discussion on some of the topics that we’ll reference today.

Just before I get into that agenda, I’d be interested just to know the constituency audience because my back-

ground in life and recognize one or two faces in the audience but most of you I don’t know your practice areas.
Those of you who work as pension practitioners maybe you could just raise your hands. Those working in mar-
riage breakdown, I see a couple of hands up there, thanks. And other miscellaneous people like myself, okay.
Thanks, that just gives me a sense of the audience that’s great.

Okay so let’s jump into the history. CV standards for pensions started to appear in the mid-1980s and they
went through a series of iterations so the ones which those of you in the pension field are using today were actu-
ally using a standard that was introduced in 2005, but there were several changes between the mid-1980s and that
date. Similarly, if you’re working in the area of marriage breakdown there were also iterations of standards in the
early days but the standard which is in use by marriage breakdown practitioners today was adopted in 1993 so that’s
been around for about 15 years.

When the pension standard was adopted in 2005 I was on the CIA board at the time and there was a lot of
controversy around the adoption of that particular standard and some of you may have been aware, may have
even participated in what was called an appeal process whereby several members at the institute, in fact over 50
members, asked the CIA board to review that standard before it was adopted. So there was a lot of discussion be-
fore that standard came into force but it was eventually adopted in 2005. A couple of things happened after that.
First of all, the board put a sunset clause in there, so in 2008, February 2008, the February just passed, that stan-
dard was due to expire but as you’re all aware, all the pension practitioners in the room, the Actuarial Standards
Board said we’ll extend this deadline to February 2009. So we’ve still got a standard in place which will expire, but
not until February 2009 as you’ll see as we go through this it’s the intention of the Actuarial Standards Board to
develop new standards and promulgate new standards in the fall of this year.

The other thing the board did was form a task force because there were lots of questions about the appropri-
ateness of one standard for pensions and a different standard for marriage breakdown calculations and looking at
it from 20,000 feet people would say gee you’re calculating the value of a pension why would it be different in two
different circumstances. So a task force was formed which was most recently chaired by Paul Della Penna and
their objective was to develop a common standard acceptable to both pension practitioners and marriage break-
down practitioners to calculate the commuted value of a pension. Those of you who follow this closely will know
that when we put our notice of intent out in March this year we also published that report. I’ll make further ref-
erence to that later, but it was interesting to me as I came into this subject how long and how complex delibera-
tions were leading to the publication of that report and I’m sure many of you would have hoped that a report of
this type could be prepared in a shorter period than four years but a lot of work and a lot of thought went into it
and those of you who have read it will find it has got lots of very interesting content. I will tell you now though
that the Actuarial Standards Board is not proposing the adoption of that report as our proposed exposure draft
going forward new standards although we have considered elements of that in the adoption of the exposure draft.

So that’s kind of where we are at the moment. I don’t think there is anything else I would say except to reit-
erate the point which is one from the bottom that we do within the standards board want to make sure that we
move forward on this subject and I think that kind of brings me to just refreshing your memories about the
Actuarial Standards Board’s role. We have published due process for the adoption standards. There are certain cri-
teria which we use in approving a standard but the public interest is probably the most important of those, in fact
undoubtedly the most important of those criteria and those are published on our website if you want to get into
more details. Our job though is also to manage the process and historically within the CIA standards would al-
ways be developed within a practice committee and then adopted by a thing called the practice council, or way
back when, the CIA board and so on. The ASB has in some cases continued to use practice committees, in fact
they’re very effective in terms of developing standards because people who know the work who are involved in it
are on those practice committees but we’re not obliged to do that. We can form any, we call them designated
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group, a group of people, a group of experts, a group of knowledgeable people who are able to input that process
and recommend to the ASB new standards. So if you hear us talk about development standards you’ll know that
we will be involving practice committees but we may not be using practice committees as what I would call the

designated group or the driving force. In fact, you’ll find that’s true here. We have consulted actively with practice
committees on both the pension side and the marriage breakdown or actuarial evidence side but those are not the
groups that are driving the development of these new standards, it is a designated group appointed by the Actuarial
Standards Board.

So we want to manage the process, we want to make sure that as we go through that we hear opinions. We
especially welcome opinions which are based on good factual content although it’s human nature and we expect
to get a certain amount of what I call ranting, and that’s okay too, there is nothing wrong with that, its part of the
process but we like to hear expert opinions, we like to hear opinions which take into account different perspec-
tives because the standards board is a group of 11 people and we need to hear from different groups. I’ll explain
what has happened so far in this process on that. Then our job is to make decisions. We approve standards by a
vote of our members on the standards board. We do not have to have consensus amongst the practitioners; we do
not have to have consensus among the members of the Actuarial Standards Board although as I said when we go
through the process of hearing opinions and considering alternatives, the views of practitioners remain critically
important to us but at the end of the day our job is to promulgate new standards in the public interest and we will
make decisions. I think that will happen particularly on the commuted value standards but I very much doubt at
the end of the day that we will get consensus in the old historical form but what we hope to get is a standard
which I think will withstand scrutiny and be acceptable to the majority of people.

In March ’08 we published a notice of intent, that kind of set out the roadmap for going forward. We said
we would publish two exposure drafts in June ’08. We did approve the release of those exposure drafts last Friday
as I mentioned. It might be, I was talking to a retired chair of the Actuarial Standards Board and I talked to the
new chair and we agreed that it might be the first week of July before you actually see those. If they are not on your
email systems or computers on the 30th of June please don’t complain but they will be there very shortly there-
after, we’re just going through the administration process and translation and so on. We said at that time we
thought there would be changes to mortality tables; we thought as well there would be changes in some long term
interest and inflation. We said we wanted to consider whether or not we should have a single standard. That ques-
tion that was put to the task force back in 2005, we wanted to find an answer to that which we were comfortable
with and we told the members of the institute and other interested parties that we hope to make a decision in
October 2008. I’m not sure when I was drafting this slide if I should use the word hope or intend. There is a dif-
ference, I think my current view is that I would probably prefer to make use of the word intend to make a deci-
sion and that’s not guaranteed. Clearly it depends what happens over the next few months.

So I just want to fill you in, I’m going to let Rob come up in a minute and talk to you about the content of
the exposure draft but let me just update you as to what has been happening since March. We asked three groups
to give us input. Others gave us input as well and we received input from some regulatory bodies, we received input
from some individual members after we published the notice of intent but we specifically went to the pension plan
financial reporting committee that Steve chairs, we went to the actuarial evidence committee who formed a sub-
set of marriage breakdown practitioners and Jay Jeffrey’s(ph) leadership and we also went to Paul Valetins(ph) task
force and we said tell us what you think we should do. Now the task force obviously said it was the task force who
prepared this report here is this is what we think we should do. It was interesting to get the feedback from the mar-
riage breakdown practitioners and the pension practitioners because we said to them here is the task force, we
know what your current standard is, you know what your current standard is, tell us where you would like to go
from here and when you give us those comments please tell us why you agree or disagree with the contents of the
task force. I have the greatest respect for both of those bodies and in fact task force members as well because they
did a very thorough job and in fact we had representatives from those groups at a meeting in Toronto about three
weeks ago where we spent a full half day where they each talked to us about, they gave us written reports, but they
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also talked to us about their perspectives, why they agree with this aspect of the task force report, or why they liked
the current standard, they didn’t like the current standards and so on. It was a very, very useful discussion. As you
can see from those little pieces of clip art, each of those pieces of clip art has a slightly different constituency in

terms of visual impact on members and I think it was exactly the same when we got the feedback from those three
groups, the task force, the pension practitioners and the marriage breakdown practitioners. They didn’t always
look and feel the same and I didn’t put arrows there showing which is which but I just wanted you to know that
we received a diversity of views and we heard those diversity of views.

So then what we did having heard from those representations, we considered alternative approaches. We’ve
spent a lot of time on this. We’ve had two very lengthy meetings and one shorter meeting since we had those rep-
resentations where we discussed the possible approaches and we have approved the release of exposures drafts as
I mentioned. I’m going to ask Rob now to come and comment on the content of those exposure drafts. Today,
the good news about sessions like this is you kind of cut to the chase. You’ll see what the mortality is, you’ll see
what the interest is. You don’t have to read all the words and all the detail which appears in exposure drafts al-
though clearly those will be circulated at the time these things get published. So Rob, I’ll let you get into the nitty
gritty here.

Speaker Rob Smithen: We’ll keep the mystery for another few seconds. The first thing I want to say is don’t
shoot the messenger, I'm the messenger. So I’m not a member of the ASB, my job was to bring them the infor-
mation they needed to make a decision. With the help of PPFRC, the marriage breakdown guys and the taskforce
I think we did that. I will say because Geoff is modest. I was quite impressed, I did go to the ASB meetings when
this was debated and I was quite impressed with the effort the ASB went into to understand the issues, to debate
the issues, to understand the perspectives of all the players on the issues. They have come up with something that
they think makes sense and we’ll be interested in your feedback obviously in the coming time. The other thing I
should say is I have another role in the CIA, I’m chair of the discipline committee, the CPC of the CIA and Tina,
you’re here in the back somewhere Tina and I just wonder if two life actuaries are allowed to talk about standards
for marriage breakdown and pension without complaining about ourselves to the CPC. So I’ll leave that in your
hands, you can tell me about that.

Now I’m going to put up where we are, where the ASB is and what will be exposed in the next couple of weeks.
This won’t change, it has been passed. You’ll be the first group to give us any feedback. We won’t spend a lot of
time today because we want to get some feedback. You’ll see not only the standards will be exposed but there is a
lengthy memo that Charles McLeod mostly wrote with help from a lot of people which explains the rationale and
very careful to say here is what we propose and here is why we propose it. And so you’ll see rationale and if you
don’t like the rationale that’s fine, let’s hear from you.

So here is the pension stuff. First of all, PPFRC spent a lot of time coming up with what they felt were the
right standards for pension and they were pretty unanimous or close to unanimous in all their recommendations
and the ASB have adopted most of their recommendations. There is one notable exception we’ll talk about in a
second. Basically, their approach is the 2005 standards work, they need to be updated and we’ll update them and
the ASB accepted that approach. The premise of the pension standards is that the amount that should be paid when
someone leaves a pension plan should be based on what the market would pay for that series of stream of payments.
That’s easy to say but given there is no market it’s hard to figure out what that number is. However, the over-
whelming view of the PPFRC and certainly the majority view of the ASB was that the current market rates are in-
dicative of what the right interest rate should be. So that approach, the market based approach, has been adopted
in the standard, continued from the current standard for pension.

So let me go through that stuff, that’s the overriding premise. Let me go through to the elements very quickly.
Mortality, the current standard uses this UPI 94 table with a AA scale projected to 2015. We’re going to extend
that projection period out ten years. However the standard goes further than that, it’s going to say we want to move
to a generational table and as soon as the CIA has developed such a table which we’re encouraging it very strongly
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to do, that table will be adopted for this standard. So the practitioner should be able to use a generational table in
the coming two to five years whenever that happens. In the meantime, we’ll go to 2025 and we will say further
that there is some concern about this table because the starting point of the table is showing mortality that maybe

quite a bit higher, i.e., people living shorter, than is indicated at least by CPP statistics. So there is some concern
the table when we go to a proper table there will be quite a dislocation. So we want to warn you about that.

The interest rate, currently the pension standard has a two tier interest rate, one tier for ten years and another
one after that. The current standard talks about a government rate plus 50 basis points. The ASB is recommend-
ing a government rate plus between 75 and 100 basis points. You’ll see in the proposals that there are various
places where we actually have alternatives, that they haven’t made a choice. They’ve got a theoretical base for the
number and I’m going to come back to this theoretical base on the next slide for this, but they haven’t figured out
what that theoretical base translates into in an actual number of basis point but we’re quite comfortable it’s in that
range of 75 to 100. I’ll come back and explain that in a minute. There is an implicit assumption in the pension
standards and that assumption is basically taking the notional government bond rate less the real return bond rate
and we’re going to take that rate except we’re going to reduce that, we call that the break even inflation rate; we’re
going to reduce that by 25 basis points. The reasons we’re reducing it is the ASB feels there is an implicit bias on
the upward side to that rate. In other words, that rate is overstated because people who invest in real return bonds
don’t want to take the risk, there is a risk that inflation will run rampant down the later durations. So there is a
built in bias we think to have that rate as a little bit overstated, so we’re going to reduce that rate by 25 basis points.
That was not recommended by PPFRC. That was what the ASB decided to do and I know some of the PPFRC
people don’t like it and I’m sure we’ll hear from them.

We are currently using basically a one and a half month lag, a two month lag and what interest rates you use,
we’re going to continue that. The task force had recommended one month but for administrative reasons we did-
n’t decide to keep that two months and we’re rounding now to 10 basis points instead of 25 basis points which
the current standard dictates. That again was a PPFRC recommendation and a task force recommendation. Just
to go back to that one point that has been very controversial in the current standard and that’s the 50 basis points
in the current standard, you take the Government of Canada bond and add 50 basis points, there was never a clear
rationale for that. As Stephen will tell you there was a vote of pension plan members and the vote came in at 50
basis points and it was adopted and everybody had their own reason. Well we looked at three possible reasons for
any add on to the Government of Canada rate, why are we adding anything and the three reasons are up there.
There is a possible credit risk reason. There are possible expenses and there is liquidity. And the ASB and the
PPFRC, both, we’ve agreed with them on, agreed that either the credit risk and investment expense issues are not
real issues or they are too small to be relevant to be significant and can be effectively ignored. So this add on is not
to reflect credit, it’s not to reflect expenses. What it is to reflect is liquidity that the pension plan that is, you’re tak-
ing a non-liquid asset, a pension series of pension payments and you’re creating a liquid asset. You can’t cash it but
its liquid in how you invest it and there is a price for that liquidity. We’re still struggling with how to come up with
that price. The PPFRC had an expert look into it and said somewhere between 70 and 120 basis points made sense
looking at a CMHC backed mortgages which have no credit risk essentially but have a liquidity charge and those
have varied between 70 and 120 basis points. I think they’re quite a bit wider right now. We didn’t look at today,
we looked at an average period but we’ve still got more work to do on that and we want to hear from you on that.
The rationale is clear, we believe there should be a charge and we believe the charge should be because of liquid-
ity and we’ll certainly want to hear back from people on that and that obviously is an important issue. I think that’s
all I want to say about the pension for now, we’ll hear back from you in a minute.

Marriage breakdown, there’s only a couple of practitioners in the room here. This is more controversial per-
haps, we’ll see if the pension one is controversial. What the marriage breakdown guys did led by Jay and he had a
group of three practitioners to work with him, they came up with a recommendation that said the following. They
said look we’ll adopt the task force report. The task force report came up with a common basis for marriage break-
down and pension.We’ll adopt the task force report if you impose it on the pension people otherwise leave us alone.
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Leave us alone for at least a year and we’ll work with you over the next year and develop something. They didn’t
tell us what. The ASB said that wasn’t okay. They said that they weren’t going to impose the task force report on
the pension people. They felt that the pension standards were roughly in the right ballpark now with some updating

but they feel that the marriage breakdown standards needed changing and we weren’t going to wait a year. So we
have adopted a marriage breakdown standard that looks a lot like the pension standard and in fact is identical to
the pension standard in every area except one. There was a desire for commonality of the two standards but we
decided that there is a rationale which I’m about to tell you for a difference and that rationale only applies in the
interest rate.

Basically, as I said, the fundamental belief on the pension side is the value should be based on a market-based
approach. There is a variety of people affected by what happens on the pension plans. The plan sponsors are im-
pacted, the money is actually leaving the plan, the plan members are affected and the one who is actually with-
drawing is affected. We had to make sure that there is equity between all parties. A marriage breakdown is very
different because the money isn’t leaving the pension plan except in extremely rare circumstances. In the marriage
breakdown circumstance it’s trying to do your best to make sure that there is some core of equality between the
person who has the pension who is getting divorced and giving part of the money to the spouse and the receiv-
ing spouse. So we thought okay what is reasonable from that point of view from the interest point of view. The
marriage breakdown practitioners have always felt that a replacement value approach makes sense. In other words,
what would the spouse invest the money in or what theoretically could they invest the money in to try to repli-
cate that stream of payments or come close to representing that stream of payments. So the ASB has adopted this
replacement value concept for marriage breakdown purposes, for the interest component of marriage break-
downs. Otherwise they’ve adopted all the other elements of the pension standard and that’s why there is a dif-
ference. There is a replacement value on one hand, there is a market-based approach on the other and we certainly
want to hear your views. I know a lot of people feel there shouldn’t be a difference. There is a rationale for a dif-
ference whether it’s a good one or not, you guys can decide and we’ll be working with both sides to try to see if
that makes sense.

So everything here is the same except for the interest rate and in the interest rate we’ve basically adopted the
task force report. The task force has three tiers interest rate, a 5 year rate then either a 15 or 20 year rate and we
have not decided on which one it should be, either a 15 or 20. We had a debate, couldn’t come to an agreement,
decided to expose both. So the second tier will either be 15 or 20 and then the third year is a reversion to the mean
if you like and that means 6 percent. Now, on the marriage breakdown ones we are adding 50 to 75 basis points
and the theory there is what could a reasonable investor earn; this is a credit risk issue here, from marriage break-
down, what could a reasonable investor earn above a Government of Canada rate, not a totally risk free but a very
high risk basis. The task force recommended 65 basis points and then took 15 off for expenses, we feel they’re in
the right ballpark but we didn’t have a fixed view on that so we’re saying somewhere in the 50 to 75 range. There
will also be an explicit inflation assumption in the marriage breakdown side and the inflation assumption will be
the same as the pension one except after year 20 or 25, depending on what term we pick, it will be 3 percent at
that point, that’s not on the slide.

So I’ll go one more slide Geoff then I’ll turn it back to you. So here is what the ASB has done, you can see
what’s in yellow there or elements that we’ve changed from the current. Some changes are significant and some
aren’t. If you hand me the thing I’ll talk about some of the numbers. The right hand side is what is in agreement
between the two of them and you see while they haven’t brought it to 100 percent agreement they’ve gone a long
way to making it common and they’ve narrowed the gap between the two. I do have some numbers and I’m going
to say a few of them but we’re not publishing them yet because I want both PPFRC and our marriage breakdown
guys to see them and make sure that they’re right. I just got them yesterday as a matter of fact. Somebody did them
for us and I think he did a right job. I’ll give you an idea and don’t hold these against me if they’re wrong, they
may change but they give us an idea. The changes on the pension side first of all, there’s a reduction in the com-
muted value in the pensions of anywhere from 1 to 10 percent, well it could be as high as 20 percent from the
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current standard, depending on whether the plan is indexed or not indexed. These numbers I’m talking to you
about are based on April 30th interest rates. So for a 60 year old the difference is anywhere from 1 to 6 percent,
for a 40 year old the differences get bigger and they all are lower. So at today’s interest rate the amounts paid out

on the commuted value will go down because of course we’ve widened that spread to 75 to 100 points and we’ve
knocked 25 points off the index, off the inflation rate which means we’ve increased the discount rate on indexed
pensions by 25 basis points. So that will reduce the payouts but they’re not hugely significant unless they’re indexed
and it’s a younger person. For the marriage breakdowns the numbers are smaller. The differences are anywhere from
I’d say plus 5 to minus 5 percent. In some cases they go up, in some cases they go down. The gap between the two
of them is much narrower. It used to be as high as 25 percent in certain cases at today’s interest rates and now it’s
down to less than 10 in all cases that we’ve studied. So we’ve narrowed the gap but haven’t eliminated it so all the
complaints that people have given me are still there.

So I’ll shut up, turn it back to Geoff and then we’ll take comments from you.

Moderator Guy: Yeah I’ve just got one or two more comments and then we’ll move on. So just to refresh your
memories about what’s next, I think this presentation is on the CIA website or will be shortly so if you want to
pick it up from there you should be able to do so. The exposure drafts will be out on or around June 30th and will
have the information which we presented today and as Rob said it will contain the rationale. I mean the covering
note goes into several pages where it talks about many of the items we’ve talked about today but really gets very
specific in the areas where we’ve made changes and gives the reasons why we’ve made those changes.

Skipping to the third bullet we’re going to have a comment period through to August 29th which is perhaps
a little shorter than one might expect, on the other hand we have already received quite a lot of input so we hope
that will be sufficient. The second bullet there is a desire on the part of the ASB to make sure that we hear very
clearly the views of the marriage breakdown practitioners.We have made some not significant changes in these areas
and there has been a certain amount of controversy to do with adoption or non-adoption of the task force rec-
ommendations. We have presented our views to you today and we’ll do an exposure draft but our intention is to
hold a longer meeting attended by as many marriage breakdown practitioners as wish to come to the meeting.We’ll
probably do it in the form of a kind of open conference call but it might be partially face-to-face as well but our
intention is to do that in the next four weeks or so to make sure that we clearly understand the world that the mar-
riage breakdown practitioners operate in and their views on these proposed standards. The ASB will be meeting
in September/October to make a decision about the new standards, I referred to that earlier. Our intention is to
have an effective date of February 2009 which is the date on which the sunset clause on the current pension stan-
dard expires and that little reference in there with some opportunities for early implementation. We will be rec-
ommending and I think the regulators would have to agree with this but we would recommend that pension
actuaries for valuing pension plans at the end of December this year, the end of December 2008, if this standard
has been adopted by the ASB as planned, be committed to use the values that this standard would produce when
they calculate what I call the solvency component as the valuation. I’m sure a pension practitioner would use ex-
actly the right terminology for that but I hope you understand what I mean.

So now I’m going to open the floor for comments. I think today I’m more interested in hearing what those
of you who have comments have to say than getting into a lot of counterattacks about, you know if you say some-
thing I want to note it rather than try to shoot it down or say that’s a great idea. We’re just interested in hearing
views, we don’t need to have all the debates today because there will be time for that but here is a bullet list of quite
a few things some which Rob has mentioned, some of which I’ve referred to. These additions 75 to 100 basis
points on the marriage breakdown and the pensions, 20 or 25 years for the marriage breakdown variable rate, we
had a lot of discussion in the Actuarial Standards Board about that and we couldn’t find factors which led us to a
clear decision one way or another. We’ll have to make a clear decision before we adopt the standard but if any of
you have views on that they’d be welcomed.
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We talked or Rob talked about the generational tables, we are already making some changes, probably more
significant on the marriage breakdown side given the current standards but any views on that would be welcomed.
The adjustment for inflation which Rob mentioned wasn’t in the PPFRC proposal to the Actuarial Standards

Board. As I’ve referred to several times although there are only two of you in the room, I’m not sure about the two
of you in the room you can speak for yourselves but many of your colleagues have got reservations and have ex-
pressed those to us. We have listened to those when coming out with this particular recommendation but again if
anybody wants to comment on that it would be welcomed today. You know the famous question about a com-
mon basis which cropped up several times in history and cropped up again here and I’m sure we’re governed by a
thing called the actuarial standards oversight council and I can guarantee at their meeting the first question will
be why haven’t you got a common basis. As Rob said we have a rationale for the area where there is difference but
anybody having views on that would be welcomed. Values too high, too low, just about right, again you haven’t
seen all the calculations you probably need to do some work on them but I welcome any thoughts which you have
on those or any other topics identified etcetera.

So we’ve got, I’ve lost the time here, and the lights are reflecting off the face of my watch but we’ve got time
for comments and questions so I’ll open the floor to those.

Mr. Gerry Loterman:Gerry Loterman. Just wondering about the new table that might be developed, is there any
thoughts on exactly the process and timing for developing a new mortality table? I think it’s an excellent idea be-
cause we haven’t had one in Canada before and certainly I think the mortality is different in Canada than the U.S.

Moderator Guy: If anybody else in the room can comment on that, feel free to do so. My understanding is that
the CIA does have a committee which studies this topic under Scott McGaire’s leadership. He has a subset of that
committee or another group under the control of that committee that has got this as a mandate. My belief is that
they have not done much work yet but they are about to start work on it. So that was one reason I think Jim Christie
is going to give more information but that’s one reason why we didn’t say you know adopt a generational table to-
morrow or even say within two years because we’re uncertain at the moment as to how long it will take, but the view
of the ASB is that as soon as we have that generational table it should find its way into the standard. Jim.

Mr. Jim Christie:There is money in the budget for that type of research. There is a research committee and I can’t
speak for exactly what projects they approved, they have sent me a list of them. I would anticipate that would be
near the top of the list so if isn’t you should talk to the chair of the research committee. It’s not Scott McGaire any-

more, Scott is now the chair of the membership services council but there is a chair of the research committee that
is actively figuring out what to invest CIA funds in each year. Since we have a lot of money left over this year they
have room to do something.

Moderator Guy: Thanks Jim. Uma (ph)

Uma: The information I have is not fresh from a few days ago but I think at the end of last year the plan was that
2008 the task force would be working on a mortality table would just define exactly what they were trying to do
and where the information would come from. In 2009 they’d be gathering the information and crunching it and
preparing the actual tables for publication in 2010. So that was the plan late last year. I don’t think it has changed
at this point but that was it six months ago.

Moderator Guy:That would be good. I think it is one area where if you’re working with mortality as an admin-
istrator or you’re valuing, I mean if you were building new systems or writing new code today it would be very
worthwhile to build in that capability. I know it’s probably not in a lot of systems at the present time and I think
here I mean I’m not going to predict when this will be available but it’s going to take a little while. So you have
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got time. You don’t have to go back and panic with your IT people but it’s something that should be on a list of
things to do over the not too distant future.

Stephen Butterfield: (off mike) I won’t bother getting up but my understanding on it is that research funds are
available in this group, a committee that has already been struck and they’ve contracted with the University of

Waterloo. The University of Waterloo will be performing the grunt work and there is already a lot of pension
funds like the Teachers’ Pension Fund who have already committed to providing data so it’s a little further along
than what has been led to believe but they haven’t actually started cranking any numbers.

Moderator Guy:Okay, I’ll just repeat some of that just for the people who buy the tape and are disappointed be-
cause they can’t hear your comments. That was Steve; he said that in fact the committee had been struck, that some
pension plans have already agreed to supply data and the University of Waterloo is actively involved as well.

Speaker Smithen: Yeah, just a comment on this, as a life guy the thing that affected life insurance company re-
serves more than anything in the last few years, or the last 10 years I guess, was the longevity element and the fact
that for the annuity block of business in the life side people were living way longer than they had originally thought.
So when the life guys started updating their tables and they did these studies themselves, they found in the big com-
panies, I’m sure Manulife was massive even Canada Life, massive, massive changes in reserves like tens of hundreds
of millions of dollars. This is one area that really does worry me. We’re making these changes to update interest
rates to get inflation, hopefully to get everything right and we’re sort of leaving this mortality thing hanging and
if it’s materially wrong, and I’m not saying it is, I don’t know if it’s materially wrong but it wouldn't shock me, there
would be a big dislocation upwards in the values of these benefits and in the solvency standard amounts which are
a side effect of all of this. Other comments, does this mean that everybody agrees with everything? I’m delighted.
Not David. Go ahead.

Mr. David Hart:David Hart. One companion project that would probably be very worthwhile for the CIA at this
time is once these are published, the CIA should probably take on the responsibility of publishing a complete
table of interest rates on a monthly basis and make sure that they are updated as quickly as possible and peer re-
viewed and also have a calculator available online for partial indexing.

Speaker Smithen: Sounds like a project for you.

(laughter)

Speaker Smithen: By the way there is one thing I didn’t, neither of us mentioned, I don’t think Geoff mentioned
it that is also a point that we wouldn’t mind feedback on and that’s these add-ons that we’ve got are averages and
one option we had that we rejected, thoughtfully rejected I hope, was to not have a specific add on but rather have
a tie in. So the add on, say for the liquidity element there, we could say it would be equal to the spread on CMHC
mortgages. That could be 50 basis points to 200 basis points so it would be a variable spread which is more the-
oretically correct I should say but will give a lot more volatility than the current standard. So we threw it out for
that reason. We had a number of comments about volatility but it’s something else we should probably seek com-
ment on. You’ll see that in the memo we write. David?

Mr. David Hart: Since nobody is rushing up here I should make one comment about the liquidity spread and
that is a consideration that there should be a liquidity spread because of the difficulty of selling those particu-
lar types of assets, but we have to realize that if we were to wind up a pension plan it would take approximately
two to five years to start paying people out. So you’ve got such a long time lag that liquidity is not really a
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problem and the regulatory bodies feel that on a windup one of the first things that you should do is change
the assets to those that are going to be insulated against major changes. So liquidity there is probably not a
huge problem, and windups are only a small percentage of the payouts for commuted values. The vast major-

ity of commuted values are paid out when people terminate and those are done now and again. Now a pension
fund normally is making monthly payments to its pensioners. It is also receiving significant contributions com-
ing in each month. All of the pension funds would have a cash flow program to ensure that you do not get dis-
locations and have to sell assets because of these payments out. So I’m not really sure that the liquidity premium
should be all that much.

Speaker Smithen:On that score, and thanks for the comment, we got a comment from some of the largest pen-
sion plans and I know we’re going to get more as this goes out. We got comments from some of the largest pen-
sion plans that in fact because interest rates are low now a lot more people were taking advantage of this cash
option before age 55 and were terminating the plan. I’m not saying liquidity was becoming a problem but there
was certainly a lot more being paid out than these plans ever anticipated and some of these plans have got to the
point of restricting payouts because of that. You know I think that was quite telling to some of the members of
the ASB that in fact the current standards either intentionally or not intentionally were pushing people to actu-
ally leave work and get their hands on this, in many cases seven figure amount, that they felt they could invest in
a higher rate than the pension plan, do better than the pension plan. They may turn out to be very surprised but
that is happening, at least on some plans.

Moderator Guy: I think we’re also trying to ensure as well that you know we’re trying to be fair and it’s not just
fairness to the person who is electing to take the commuted value; it’s fairness to the existing members of the pen-
sion plan. The way it was described to me which helped me through it was the fact that this person who is taking
the commuted value is effectively exercising an option and there should be a charge for that in some manner and
it’s a little different from the way it was expressed but to me it all comes down to that same issue of liquidity. So
it’s an area which is tricky and we spent a lot of time on this.

Mr. Steve Butterfield: Steve Butterfield. I think the whole liquidity, what Dave is talking about is not what the
liquidity is. It’s not the pension plan having liquid assets. Pension plans don’t have problems coming up with cash
to pay the CVs. What we’re saying is that you’re having a market for a pension; you’re marketing that pension on
a one-time deal. Whoever is buying that pension from you is now locked into owning that pension for life, there-

fore just like you know if you buy a Government of Canada bond tomorrow you can sell it the next day. There is
a market, there is a liquid market. You can turn that into a different asset at any given time. If you start getting
into commercial mortgages, private placements, you get a higher yield because you are forced to hold that. There
is not a market, you can’t easily sell it. Sometimes you can, sometimes you can’t, but you need to pay, well you’re
going to get a higher yield for it because you’re being forced to pay it. That’s what we’re doing the liquidity pre-
mium for is it’s a one time transaction where it’s done and you’re stuck with that asset from that point forward.
It’s not the liquidity of the pension fund.

Moderator Guy: Thanks Steve.

Mr. David Hart: David Hart. Does that mean we should be using annuity purchase rates?

U-M: I’m not going to bite on that one.

(laughter)
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U-M: In most cases there aren’t annuity purchase rates, I mean depending on the age it’s hard to get annuity pur-
chase rates on some of these things.

U-M: Yeah, the problem is there really isn’t a market and it’s because of you know one of our views is because in-
surance companies are subject to the reserve rate, these reserving requirements they end up having to charge such

an exorbitant price for an annuity, particularly a deferred annuity because of having to reserve things. In an open
market somebody that is buying a pension from you would not be forced to set up a reserve equal to 120 or 140
percent of the purchase price in order to satisfy some government regulator. That’s the problem with the deferred
annuity market and why we don’t think that’s a proper place to use as a comparison.

Moderator Guy: Could I just ask for another show of hands, just for my own interest? How many of you have
read the task force report that was produced by Paul Della Penna? Okay, are there any comments on it? I’d be in-
terested in; I’ve had comments from the PPFRC but any others of you? Are there any areas in it which you found
appealing or any areas where something struck you as not quite in tune with the way you see the world? I just won-
dered if any of you would want to comment. For those who haven’t read it, and I’ll be honest it was how many
pages, 106. I know I ran out of ink when I was printing it. Some of it is really, unless you were really technically
close to it some of it is heavy going, but there is a lot of very readable stuff in that as well which is more than just
chatter about life. It’s the rationale and the lead up and the way in which that task force looked at the world. It’s
a good read, I’d encourage if you haven’t had a look at it to just bring it up on your screen and there will be some
parts you just want to skim but it’s worth looking at as I hope you will find the ASB cover memo when you get
it. We’re not sure but 106 pages.

Are there any other questions or comments?

Mr. Jean-Claude Primeau: Jean-Claude Primeau. I will make perhaps a comment on your last question. As you
know OSFI made a submission to the ASB and we commented in particular that we thought the task force rec-
ommendations were a reasonable compromise between the various positions. We were interested in particular in
approaches that could reduce volatility and of course I know that you didn’t really take that approach. Now one
particular point and I don’t know if you have an explanation for it but there was a fairly detailed analysis in the
task force report recommending a 50 basis point adjustment and now what you’re recommending is 75 to 100 basis
points and I don’t know which is necessarily the right answer but how would you explain that difference? I know
about the analysis that was done by the couple of people that PPFRC worked with but essentially what is the dis-

tinction in the analysis?

Speaker Smithen: Well if I could answer, if I have it right and it has been a long time since I read that report.
Jean-Claude it is nice to meet you. Their add on was mainly for credit risk. In fact, I should even back off from
that, they didn’t say specifically what their add on was for because there were a lot of questions to the task force
after their report came out as to what it was for and basically if you talk to Paul Della Penna he’ll tell you that add
on was a compromise much like the 50 basis points was in the current standard. They came up they thought that
it was more related to credit risk and that the 65 basis points I mentioned was a credit risk add on to transfer you
from a government bond to a AA approximate bond and then they knocked off some points for expenses but I
don’t think all the members of the task force agreed with that analysis. In fact, I know that all the members of the
task force didn’t agree. They did agree with the 50 basis points, they didn’t agree with how they got there. So it
was very important to us, at least to me, that the ASB lay out a rationale for their approach. Whether you agree
with it or don’t agree with it it’s there and it’s strictly for liquidity. Even on that there will be disagreements within
that as to what that liquidity represents. What did you think the task force added on their 50 basis points for? Did
I characterize it right?
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U-M: (off mike) I don’t recall exactly.

Speaker Smithen: Yeah because they didn’t say exactly. There wasn’t a detailed analysis. I don’t agree with you, but
they did come up with that number there is no question about that. Anyway, we feel the number should be higher.

Moderator Guy: The comment I would make as well is that, and I hope you’ve heard me say on many occasions

today that I value the work the taskforce did. I mean there is good content in there, but from a business process
and I’m a business person, the one concern I have was that it was essentially a taskforce where there were three pen-
sion practitioners and three marriage breakdown practitioners and a chair and they decided their mandate was to
lock themselves in a room and come up with a single solution to this.

So necessarily, and if you put yourself in the same position or I put myself in the same position, whether I
was chair or member of that particular group I would sometimes say I’m not that comfortable with that but I can
live with it, let's move on. It would be a different result from if I was working independently within my practice
area. So I think in some cases where I look at a recommendations from the taskforce I would look at the ration-
ale and unless it was crystal clear I would say to myself well is it that number or that result because they were try-
ing to come up with a view that was acceptable to the people in the room. In other words, was that an acceptable
compromise and I’m not sure, and this is a personal philosophy thing, but I’m not sure that always produces the
best result. That’s why as you can see we have differed somewhat in our approaches or differed a little in our ap-
proaches between pensions and marriage breakdown because we were not trying to find a compromise.

We always had on the agenda wouldn’t it be nice if we had a common standard and who knows when we get
to October we may have one. I mean I’m not going to predict what discussions will take place over the next two
months but as soon as you get that compromise umbrella over things or consensus umbrella or whatever words
you choose to use around it, it’s sometimes difficult to go to a specific conclusion and say that has to be right. That
in fact is why I think in some cases we did get feedback particularly from Steve’s group that they weren’t comfort-
able when they looked at it and they weren’t forced to compromise, they were just looking at it as pension prac-
tices and they said we don’t feel as good about this as this other alternative and so on. So that would be my response
not specifically with the 50 basis points but to some of the task force recommendations.

Speaker Smithen: Just one other point we haven’t talked about today, Jean-Claude has talked and we’ve got a num-
ber of comments about this is the solvency standard itself. The prime driver of the ASB was to determine the com-
muted value for withdrawals on pension plans or marriage breakdown. We recognize that there is a concomitant

effect on the solvency standard which is very important now in private pension plans and it has become the fund-
ing basis for many of those plans and we know that. You’ll see in our write up that we are asking the legislators
and regulators to look at whether that makes sense. We aren’t actually saying it doesn’t make sense, although there
is some thought that it doesn’t make sense, but we didn’t want the driving force for what we did to be the solvency
standards. The fact that the solvency standard is the sum of all these individual withdrawals is a construct by the
regulators or legislators, not by the profession. So it became a secondary issue at best in our discussions. Now that’s
debatable and I think you should debate it, you’ll see it in our note. That’s the position the ASB had.

Moderator Guy: There were other things as well we looked at, one of them was whether we should have values
which varied, but plan specific values on pensions for example. We decided after some thought to stay away from
that but I think in the UK they adopted that kind of system and I didn’t hear a lot of support for that coming from
the pension practitioners and we could see no overriding reason to go to that particular construct. You’ll see that
referenced as well. I’m just looking through the cover note which you’ll be getting in a week or so and it’s covered
in there as well.
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Mr. Jean-Claude Primeau: Jean-Claude Primeau. I will pick up on that last comment on solvency standard. Now
I would think that it is more than just a passing, just a beside thing, the fact that there are solvency valuations and
I’ll have to wait for your paper to see what exactly you’re getting to, but essentially the purpose of the solvency val-

uation and for instance in our legislation is quite clearly defined, is looking at the position of the plan if it was ter-
minating on the valuation date. So what happens if the plan terminates, well members will receive their individual
commuted values so naturally the solvency valuation is looking at the commuted value of each person who is en-
titled to have that option and for other members they will get an annuity and it’s an estimate of the cost of annu-
ities. So I’m not sure exactly where you’re getting at and maybe you could elaborate a little bit more when you say
it’s just a matter, perhaps it’s not right the way the legislation has it initially.

Speaker Smithen:Well I’m not a pension expert so I don’t want to get into it too much except I’ll just say from
the life side the life guys used to have a very similar standard that our actual reserves couldn’t be less than the cash
values in our policy and after a lengthy discussion with OSFI that standard has disappeared because it didn’t make
sense to set life insurance reserves assuming that would happen. Now I recognize the pension termination could
happen but on well funded pension plans, and I recognize there is a whole skew of pension plans out there, but
already for government plans you don’t demand that, or most government plans anyway.

Mr. Primeau:Well government plans cannot terminate. They have no rule on how they terminate typically.

Speaker Smithen:Well perhaps and this is not my area of expertise. For some of the larger corporations which
have well funded plans it’s a pretty onerous requirement … ??(59.07)

Mr. Primeau: But still there is nothing to say that the large corporation cannot go bankrupt.

Speaker Smithen: That’s true, I agree.

Mr. Primeau: And then if they, the fact is the legislation is really trying to provide for the risk if the corporation
does go under that there is enough money there to pay all the benefits that members are entitled to. So anyway, if
there are ideas on how well it should be done; by the way I’ll be curious to see what that is.

U-M: I don’t think you’ll get that out of our group.

Mr. Primeau: It sounds a little bit like passing the buck to say …

Moderator Guy:No, we have a certain mandate as the Actuarial Standards Board and if I can take the simplistic
view of some of the representations that were made to us, I mean a group would come along to us and say these
commuted values are too high, it’s driving up the solvency valuation too much and it’s such a big factor in our busi-
ness it doesn’t really make sense. Something is wrong with your original standard that is producing such high com-
muted values. Our theory was we want to make sure we get the appropriate commuted value calculated and you
saw our poses on that today. The extent to which that is used in the next step as part of the valuation process or
to assess the solvency position of a particular plan and so on is not a decision of the Actuarial Standards Board. It’s
a decision of probably the regulators working with the CIA I would hope but we’re not really trying to pass the
buck, we’re just trying to make sure that we don’t make statements about things that are not our accountability.

U-M: It’s legislation really, not regulators.
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Moderator Guy: You now far more about it than I do Jean-Claude so I accept everything you say on it, but we
did hear though, I mean as a business person I understood the issues that were being presented to me by some com-
panies. I mean they made representations to us. We decided to make comments on that in our report but the

comments pretty well as Rob just explained, we said here is an issue we see it, if you want to do something about
it then the right people need to get around the table and figure it out but it’s not going to be the Actuarial Standards
Board. It would be nice to have all of that power but it’s not the real world. Are there any other questions on it?

Mr. Loterman: I guess I’m still somewhat old school and I’m starting to finally come around to the market method
of valuing pensions but I still think there is a practical problem with all the volatility. At very best throughout
Canada the basis you come up with is based on the month of termination of the member, however the payout ac-
tually doesn’t happen for four to six months and sometimes much, much longer. Ontario has got a position that
you never recalculate based on a new market rate. So I guess I have this concern that in a perfect world yes the mar-
ket method works great assuming you could payout the person on the day they terminated, but in reality that does-
n’t really happen. So within the same pension plan you could have people terminating over a period of about five
months, they could all potentially be paid out in the same month and you’re going to have five or six different basis
used to pay out that person and they can be all quite different. So I guess I still am very concerned about volatil-
ity. I’m still not totally convinced the market approach is the perfect one and I guess I was just wondering if you
considered that and maybe it has something to do with working with the regulators so that you can recalculate pen-
sions more frequently, or the legislators.

U-M: In terms of the expert here, do you have a comment on that Steve?

Stephen Butterfield: Can I sell my stocks at the average price over the last six months if I want to? I mean that’s
the answer, markets are volatile, the value is volatile. We didn’t look at any ways of trying to eliminate the volatil-
ity in this go round when we put the CV standard in, in ’05 there were comments about volatility and averaging
interest rates and we looked at taking the average interest rate over three months, six months, twelve months, and
it really didn’t change the volatility, it just led to a time lag. So by smoothing it out it just meant that you were
longer to get to places but the volatility was still there, so we came to the conclusion that by trying to eliminate
volatility we really didn’t get rid of any volatility but we also introduced a bias against true market and so we pre-
ferred to stay with the current approach.

Moderator Guy: As I was listening to marriage breakdown practitioners we were talking about I think it was this
subject or something similar, we were talking about lags and you know you put a value out there and sometimes
it would stay out there for a while and meanwhile the markets would go up and down. I remember when the mar-
riage breakdown practitioners said to me he had been working on one particular case and the couple in question
had been quarreling about their assets for 15 years and it still wasn’t resolved. So I’m not sure what interest rate
there was 15 years ago but I guess we had a standard rate given my history slide but it wouldn’t be very appropri-
ate today. Anyway, Jim.

Mr. Christie: Just to confirm, the research committee is chaired by Cathy Shum-Adams, Marc-André Melançon
and they have substantial funds committed to a pension annuity review due in 2010/11. So I’m not sure where in
that fiscal year the report will come due.

Moderator Guy: That’s fantastic, thank you the world of BlackBerries. Any other questions or comments? Well
I don’t think it would be a problem if we finish the session 15 minutes early.
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U-M:Well, what is the general view, is anything surprising to you guys here? I don’t know what you expected. I
don’t know if this had all leaked out or not but…. Does it seem sensible to you or you don’t want to take a posi-
tion at this point?

U-M:Well overall I agree with Gerry that there has been a real concern about volatility. That has been …

Moderator Guy: And it’s still there I guess.

U-M:… over the last couple of years and it will probably continue to be an issue. And Steven, and this off mike
so we’re just talking about things here. Steven had mentioned time lag and they found that it didn’t change it and
maybe it’s just the methodology creates the volatility. So I guess the question is how appropriate is the volatility
based on the fact that there are significant time lags in how payments are made and the fact that you can have ups
and downs for insolvency year-to-year and how appropriate are they?

Speaker Smithen:Well I won’t comment on the admin side because I don’t understand it and probably Geoff
doesn’t. This is for the pension guys to comment on, but you know a pension plan is an asset, your value in a pen-
sion plan. All other assets you have are volatile, what’s unique about this one? Why shouldn’t it be volatile? It’s to-
tally interest rate dependent. What?

U-M: You can’t trade it on a daily basis. You cannot get your asset out quickly.

Speaker Smithen: Yes, so what? You still have to value it, you’re not going to trade your house daily either, it
bounces up and down. Your stocks bounce up and down; I mean this is an asset.

Moderator Guy: I mean these are exactly the kind of questions we were trying to, you know we have them raised
around the ASB table and you know if you were at an ASB meeting as Rob said, I think we had some really good
discussions but the interesting thing is most of the people around the table are not pension practitioners. I mean
we’re all actuaries, we’ve all got professional backgrounds, we kind of work with interest rates and we kind of un-
derstand the math and all this kind of stuff. The thing I again thought about as I was thinking about that partic-
ular question was why do pension plan members want to have numbers that bounce around all the while, wouldn’t
it be nice if the world was simpler. But then you get back to the question of fairness, the person who is leaving ver-
sus the members who is staying in the plan and if I start to come up with, the standards board come up with a
standard which says okay lets get rid of all this nasty volatility then somebody somewhere is not getting a fair share
of the pie or the allocation of the assets and so on. So that was kind of where I came from. I’m not saying your
point is not valid, it’s a great question and it’s something again we’d love to hear more on as we go through the next
few months.

François Vachon: François Vachon. I’d like to talk about the question of whether we should have a common
basis. Here we have cases of marriage breakdown and cases of somebody getting money out of a plan. Now pre-
sumably on the withdrawal from a plan the member just accepts what he is being given whereas in marriage break-
down there are two parties who may make a deal, may get agreement, but ultimately if they don’t agree a court
will decide.We’ve had cases all the way up to the Supreme Court so what happens in marriage breakdown has some
sort of authority because it has been blessed by the courts. When you come to taking money out of a pension plan
because you’re quitting it, if there was a dispute currently the situation would be the law in most provinces says
you don’t go to court about this thing, you take the value as calculated according to the standards of the Canadian
Institute. So the Canadian Institute has been given in effect almost the power of a court yet none of this has ever
been tested in court. Nobody has ever sued for a transfer value, and if somebody did sue look at the difference
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between the power of the two parties. When two parties go to court, husband and wife separate, usually, at least
most of the time, the power of either side is roughly equal whereas for a transfer value the poor little guy who wants
to get, even if a six, seven digit number, he is facing a much larger organization usually which has a great interest

in defending this thing and can put all the legal power to it. So there is an inequality in a case. If there would be
inequality if there was a dispute. So we have a question here where how does the Canadian Institute behave on this
thing. Look at the composition of the members of the pension plan financial reporting committee. I don’t disagree
with the ethics of anybody. Currently, there is one single person there who does not derive most of his income from
fees paid by plan sponsors who have an interest in the values being lower. So I submit that the burden of the proof
as to whether we should have a different standard for pension plan termination is on the pension plans. The mar-
riage breakdown has been before the courts. They have been approved by the courts by the fact that the judgments
approving all of these things, if the pension plan wants a different treatment for termination they have to prove
that they can be different. It is not up to the marriage breakdown to do it.

Moderator Guy: Okay, thanks for the comment. I’m not sure how to respond because I said at the front I don’t
want to get into a debate, I want to hear your opinions and you were quite clear. I guess as I look at the standards
from a professional point of view, and lets leave interest alone for a minute because that’s very complicated, I’m
just concerned about the mortality assumption for example which appears to be clearly out of date. We’ve talked
about extending the table out to 2025 but I think the marriage breakdown current table has got no projection at
all or is projected to 2005 is it?

U-M: It’s projected short term.

Moderator Guy: It’s projected short term.

U-M: No, it’s not projected.

Moderator Guy: It’s not projected at all so we have a situation where two parties are squabbling over their assets
and the way I understand it is that the money didn’t often come out of the pension plan as Rob said but some-
body will say well your pension is worth half a million dollars, the house is worth half a million dollars, I’ll take
the house you take the pension and so on. If one of those elements, because the house could be clearly valued, if
the pension element is inappropriately valued because a professional, an actuary is using a mortality table which
they may not have the best data available but in their heart of hearts they feel they could make a better estimate
on mortality, why not make that better estimate. So I’m not willing to say that one group, whether it be the pen-
sion practitioners or the marriage breakdown practitioners should drive the other group. I think both of them, and
this is what the standards board has tried to do, both of them should be assessed from a blank sheet of paper. That
is really what we did. Now you could say well a blank sheet of paper is the current standard and so on, the blank
sheet of paper is input from other people and so on, but we tried to look at it fairly and we didn’t take the view
for example, if I could take counter view to yours, that there are I’ll say 1,500 pension practitioners out there, there
are 20 marriage breakdown practitioners, why do I even worry about that? We’ve spent as much time on that
group’s concerns as we have on the concerns of the pension practitioners and I want to continue that as well. So
I’m trying to be fair. We’re trying to do the right thing. We’re trying to do what is in the public interest and I un-
derstand your concerns and I’ve written them down. I don’t take notes on everything everybody says but I want
to just reiterate my point that we’re trying to be fair here. We’re trying to look at things appropriately. We’re try-
ing to look at things in the public interest and not say it’s a given that this group should have dominance or that
group should have dominance or we should start from here or start from there.

Do you have anything to add Rob?
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Speaker Smithen: No.

Moderator Guy: Any other questions or comments? I saw a few people almost heading for the door when I was
about to wind up the session but if there are any questions or comments? Okay, fine well thanks a lot for listen-
ing to us today and I appreciate the input that we have been given. As I said we welcome all written input when

these exposure drafts come out and we’ll welcome your comments particularly on the rationale or any other
thoughts you might have.

So the session is now terminated, and I thank you all.

(Applause)
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