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Speaker Stephen J. Butterfield: Let’s get started, if somebody could close the door in the back there so passers-
by don’t interrupt us too much. Thank you. First off, I hope everybody has had lots of coffee and is able to stay
awake for 1 _ hours of actuarial Standards of Practice, exciting topic. At least I’m not right after lunch. I thought
I’d just do it sitting down here, I don’t have anybody to turn the slides and there’s no remote so it’s awkward if I’m
standing and have to keep leaning down so, if it’s alright with everybody I’ll just do it sitting here and I’m the only
one here to do it. My co-speaker couldn’t make it so you’ve got to listen to my voice the entire time.

Three things I want to talk about today. First off, what is the PPFRC? Just a little bit of background about
our role, what we do, who we are and then the meat of the presentation will be the commuted value standard and
the new funding standards. When I agreed to do this presentation I thought that the exposure draft to the com-
muted value standard would already be released. It hasn’t although I guess it gets released right after lunch today.
You’ll hear what the final recommendations are so I know what they are but I can’t tell you so everything you’ll
hear from me today will be very cryptic. It will all be what PPFRC wants it to be and then after lunch you’ll find
out when they listened to us and when they didn’t, because they didn’t listen to everything, I’ll tell you that. And
then finally the new funding standards and once again I’d hoped that they would been released in the form of a
notice of intent by now. It is in the Actuarial Standard Board’s hands now. They do have it they’ve had it for al-
most a month now, but they are not ready to release it yet and so I can tell you what I think it will be but I wish
I could have had the actual wording in front of you by now. But the best I can do is tell you what its current ver-
sion looks like and what we envisioned it looking like and hopefully it will be released sometime in the next month
or so. As I get to that part of the presentation I’m going tell you why it hasn’t been released yet.

So what is PPFRC?We actually still are officially a Committee underneath the Practice Council. There’s been
a lot of discussion about, does it make sense to create two separate committees. In effect split our Committee into
two, one which would report to the Practice Council and one which would report to the Actuarial Standards
Board. Because with the new structure, previously the Practice Council approved both Standards of Practice and
Educational Notes and so we clearly report to them on both the categories. Now the Actuarial Standards of Practice,
the development of the Standards of Practice, amendments to the Standards of Practice this is the responsibility
of the ASB but the development of Educational Notes and just informing members about interpreting the stan-
dards etc…belongs at the Practice Council. So it’s a little awkward in that we kind of report to one body but we
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seem to be doing more work for the body we don’t even report to. But for now everybody feels that it’s better to
have one committee, be in charge of all of it and take control of both sides of it since there’s is so much inter-
mingling. So for now we are remaining as one committee, although that is always subject to change.

The official mandate is written there so it’s still the mandate that we’ve been given by the Practice Council.
At the end of the day though I think we are responsible for developing Standards of Practice, recommending
Standards of Practice for pensions, interpreting those Standards of Practice, answering queries and I’m happy to
say we are down to one outstanding query. When I took over the role as Chair I think we had 15 outstanding
queries from members, some of them were three or four years old and we finally cleared out the backlog. So that
is one area. There’s nothing in the presentation but we periodically do get questions from members on interpret-
ing the Standards of Practice and it is our role to respond to those queries. Then there is Continuing Education
so this sort of presentation as a pension seminar is a key part of that as well when we try to educate the members.
So that is what our official role is.

There’s no consideration in terms of the membership. We could have as many members or as few members
as we want. There’s no mandated membership number. We typically have tried to run with about 12 members, if
you count there, we’re currently at 11. We try and get a broad range of experience, more experience, less experi-
ence, geographic, large employer, smaller employer We’re always looking for actuaries who are working for plan
sponsors, we do have the one now with Anna, I’m not going to try and pronounce her last name, who’s with
Omers but if you are an actuary who works with a plan sponsor or know one I encourage them to join our com-
mittee. We also have been having problems recently finding good French representation. We seem to be very
Toronto-centric and I’ve actually rejected two people that had been recommended to me to join the committee
and they were very good candidates but they were fromToronto and we already have six of the 11 members I think
are fromToronto, so we can’t be tooToronto-centric, because somebody who’s not fromToronto is sensitive to that.

I guess on that final thing, this is my swan song as Chair. I’m not sure when the Practice Council meets ei-
ther they met yesterday or tomorrow around this meeting. I will no longer be Chair once they officially strip me
of my title and I’ve made a recommendation for the new Chair and the Vice-Chair but since I’m not positive that
they will listen to that recommendation, I won’t tell it to you now.

Moving on to the commuted value standard then. As I said I was hoping it would have been released and I
could have given you more details but you’ll have to wait until after lunch. I am happy that the presentation after
lunch, even though it’s titled The Taskforce on Pension Value Consistency with it being Jeff and Rob giving it, I
don’t think that title is appropriate, I think really the title is the Exposure draft for the new Commuted Value in
Marriage Breakdown Standard. So I’ll talk to you about the commuted value standard, I won’t go into the mar-
riage breakdown standard. The ASB did issue the notice of intent so that is in the public forum so that everybody
will have seen that. The task force report from pension value consistency was referenced in there so it is on the web-
site. I’m not sure how many people have read it.It looks imposing I think it’s 95 pages or something but it’s actu-
ally got lots of tables and stuff at the back and it’s actually a fairly easy read if you want to take a read of it.

What I’ll be talking to you today about is PPFRC submissions so the ASB I guess they didn’t directly ask for
submissions on the notice of intent. Submissions are going to be asked for on the exposure draft, but they did specif-
ically ask PPFRC and then a subset of the marriage breakdown practitioners to make specific comments on the
task force report. So I’m going to talk to you about our submission.

It was very long and detailed, I think it was about 15 pages and that’s without any appendices or anything
like that. We were asked to justify every difference between our recommendation and what was in the task force
report and any differences between the current commuted value standard and our recommendations. So that was
all justified within our submission and we did spend a considerable amount of time on it. So the exposure draft
should be issued very shortly and I guess in effect this afternoon you’ll hear what’s going to be in it.

How many people were in the pension seminar? Just a few of you, so some of the things I’m going to say are
going to be similar or a repetition of what was in the pension seminar. I think we made it fairly clear then and I’ll
make it clear here again, we as a committee fundamentally disagree with most of the information in the task force
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report. I don’t want to criticize the task force, they had, what I consider almost, an impossible job, trying to rec-
oncile two standards that are very different and have been developed with very different premises. So PPFRC
strongly believes in the market approach. We’ve had debates over this even over the last three years knowing that

this was going to come up, that we’re going to have to re-visit the commuted value standard and the differences
between the investment approach and the market approach. The marriage breakdown practitioners primarily come
at it from an investment approach. The pension practitioners, at least our committee, comes at it from a market
approach. I think the task force tried to come up with a middle ground and everything in the middle then you
can absolutely destroy from a theoretical basis because it’s not really market, and it’s not really investment, it’s just
in the middle somewhere and so that becomes very hard in our minds to justify. So everything that we’ve devel-
oped we believe is solidly in terms of the theory on what the market would place for a price for a pension if there
was such a market.

Now because there isn’t a market theory, we have tried to develop what we think is the appropriate theory and
based on that theory, this is how the market would place a price on that asset which is a stream of pension pay-
ments. I’m not going to go through all of the details of it, I’m just going to touch really on the four areas where
we’re recommending changes to the current CV standard. We’re recommending to push the mortality out from
2015 to 2025, that is further than the task force report recommended. It recommended pushing it out to 2020,
so I’ll talk about that a little bit. This one will come as a surprise, at the pension seminar we said that we were likely
to agree that the 50 basis point spread was appropriate. We in fact spent a lot of time on this and I’ll touch on it
a bit. We recommended to the ASB that the interest rate spread increase to 100 basis points. We agreed with the
task force report on decreasing the time lag by one month, although we do have reservations on that. We pretty
much recommended that it be reduced but told the ASB if they thought otherwise we weren’t going to fight them
on it. And similar by on the rounding, we agreed with the task force report and recommend that the rounding does
go from 25 to ten basis points but again if the ASB disagrees, we’re not going to strongly oppose it.

Mortality. We struggled with this, we’ve got a couple of people on our committee, one in particular, who is
very passionate about this subject. I think overall the gut feeling in our committee is that UP94 overstates the rates
of mortality i.e. does not assume people live long enough. There’s a few reasons why we think that. We think it’s
primarily based on US data. We think Canadians are healthier than Americans and Canadians are going to live
longer than Americans. CPP report included information on mortality improvements. You can’t trust the pure rates
of mortality that come out of the CPP because the people that are covered by CPP are broader group than those
that would be covered under pension plans in Canada, and therefore we’re even more refined subset than the CPP.
But if we look at the mortality trends, the mortality improvements shown under CPP are greater than predicted
by scale AA, so our gut feel is UP94 was probably not good enough in 94 and probably even when you project it
to today it’s probably even further, not good enough, if that makes any sense. Then just a gut feel, I’m an actuary
for a pension plan it’s got about 80,000 members, it’s all unionized members and quite frankly the mortality is bet-
ter than I think people think it is, one of our members does a lot of work with university plans and he says the
mortality is something like 60% of UP94. Teachers have done a lot of work, if you talk to MalcolmHamilton about
it he’s firmly of the belief that UP94 projected to the day is nowhere near enough for that group. So we have these
gut feels that it’s just not good enough. The problem is it’s a gut feel and if you were to say if it’s not good enough
what do you go to? And anything we go to we can’t support and that’s a problem, so we grudgingly are willing to
accept that UP94 projected to 2009 is a reasonable estimate of the current rates of mortality for Canadian
pension plans.

In terms of future improvements, we strongly believe that mortality will continue to improve for the foresee-
able future. The CPP report indicates that they believe the same thing, although they believe that getting out 15,
20 years it’s going to start slowing down, it will continue to improve but the rates of improvement will start to slow
down. People usually come up with all sorts of reasons why. We just about hit the limit of medical technology. We
don’t buy those, I mean I think when the existing CV standards came out, there was some concerns about AIDS,
about SARS, about new epidemics, well you know what?The medical profession has been able to solve a lot of them.
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If they haven’t found cures they’ve been able to at least lessen the effects of those diseases so we truly believe that mor-
tality will continue to improve and they’re should be improvement built into the CV standard.

We think that the improvement should reflect the duration of the liabilities. That’s awkward in that if you want

to use a fixed projection period, it certainly varies from a 25 or 30 year old or a 55 or 60 year old. Its a big differ-
ence 10 to 30 year duration. A projection period to 2020 is only 11 years. We don’t think that’s enough, particu-
larly if we’re not really happy with 2009 being the right mortality rates now. So we even talked about going all the
way to 2030 and kind of said we’ll go to 2025 now. That’s a duration of 16 years which is about the middle, so
our recommendation was to go to UP94 projected to 2025 using scale AA and we still are a little concerned that
that’s not making proper allowance for the mortality rates that people will experience in the future. We also had
a large discussion about going to a fully generational table, I think our committee would unanimously say it should
be a full generational mortality table. That is the fairest way of doing it. However once again if we don’t really like
scale AA and we don’t really like UP 94, who are we kidding then if it’s going to the additional administrational
complexity of using full generational mortality with a table we don’t really like and a scale we don’t really like. So
we recommended to ASB the 2025 but that they tell everybody that the next change is going to be the full gen-
erational mortality and pension administrators should start gearing their systems up that. Probably five years from
now it’s going to go full generational, and get prepared for it. And as well there should be a full Canadian mor-
tality study done and I think that the CIA has committed funds to it and it is something that’s in the process of
getting moving. So hopefully five years from now, we have Canadian specific mortality and we’ll be able to move
to a new table.

The spread. Those of you on the pension and general list will have been inundated by emails by certain in-
dividuals over the last three to five years on what the spread should be and why. It has never been explained why
it is 50 basis points. When the 50 basis points was originally developed way back yonder but when it was confirmed
in the most recent iteration of the commuted value standard, one of the considerations in approving standards of
practice when the old CV standard, well the 2002 version I think it was, came in to effect was consensus. So you
couldn’t adopt a standard of practice unless there was consensus within the profession, that it was an appropriate
standard of practice. There were other considerations as well serving the public etc… so tons of work was done
and I think the work actually generally supported a 75 or 100 basis points spread. But there was all sorts of up-
roar and everything and so the PPFRC actually did a survey and the survey said 50 basis points. So that’s what you
guys said in the survey. It was something like 55 or 60% said 50 basis points so, we had approve consensus so we
went with 50 basis points.

Everybody had different concepts about what would make up that 50 basis points. Was it reinvestment risk
premium? Was it credit risk premium? Was it liquidity premium? We never said what it was. We said everybody’s
got different feelings on what it is. We don’t have to say what it is. Everybody seems to think, or the majority
thinks 50 is the right answer, let’s go with it. So there never was a rationale for it. One of the things that the ASB
told us is you’d better have a rationale for it, we don’t want to hear just a number, we want a rationale. So we spent
a lot of time on this. We actually I’m going to say hired but we didn’t pay him, we engaged the services of an in-
dividual and I guess I can name him, Damon Williams who was formerly the head of the assets consulting prac-
tice at Aon in Vancouver. About two years ago moved to Phillips Hager & North. He is an FCIA and CFA, so we
engaged his services, he actually works in the fixed income department at PH&N.

For those of you who don’t know PH&N, they’re one of the largest investment firms in Canada institutional
investment managers and basically dominate the Vancouver market in that field. He has two other colleagues, one
is an FIA and one is an FCIA who work with him and we engaged their services to look at what theoretically the
market would be for these assets and what risk premiums would be applied etc… and therefore what would be an
appropriate spread. It was very informative. Large parts of our submission were quoting from information they pro-
vided to us and it was very interesting and valuable exercise.

The first thing we did is we completely rejected the first two considerations. We looked at credit risk and said if
we had to put a number on it you know very very few pension plans wind-up. If they do wind-up, very infrequently
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is there a benefit reduction and if there is a benefit reduction it’s usually a pretty small amount. And then even though
in Ontario you get a pension benefit guarantee fund and we figured if we were actually going to put a number on it
we might put one or two basis points that was it so in effect we believe it should be zero.

Reinvestment risk premium I think is a concept and this is where you get caught up in the “are you using a
market or are you using an investment?” approachWe’re using a market approach. Somebody is paying you a dol-
lar amount to take your series of cash flows from you. . We are not talking about how you’re going to invest that
dollar amount. They are paying you a price for your cash flows. You are never reinvesting anything. There is no
investment behind the underlying theory therefore there is nothing for reinvestment expenses because there is no
reinvestment. So, that left us with liquidity and so everything that we’re justifying 100 basis points is on liquidity.

If you start looking at liquidity spreads, it’s not something that is easy to do. You have federal bonds, you have
provincial bonds. The spread between federal bonds and provincial bonds is virtually liquidity, that’s what it is and
it’s generally, these days around 50 basis points. We would say that a pension promise is a one-time. You’re selling
it at a one time opportunity. It’s even less liquid than a provincial bond. So then you start getting into mortgages,
commercial mortgages. It’s not easy since those are not publicly traded. There’s not a convenient source to go and
say what is the liquidity premium on private placements things like that. So Damon does trade these things from
time to time. He does have experience in them. They are aware of certain trades that have happened especially if
you’ve got some commercial mortgages that are backed by CMHC or some other government organizations where
you can say that there really is zero credit risk within that asset. So the work that they did, what they wrote up and
told us is that they believe that an appropriate liquidity spread would be anywhere between 75 and 100 basis
points.

So from that we recommended 100 basis points as being the appropriate spread.
Now I won’t tell you what the ASB is going to give it to put out there but I will tell you what they’re going

to tell you this afternoon is I think they are uncomfortable with the fact that the number that we’ve given has re-
ally come from one individual in one firm and they would love to see more people that have experience in this and
can come up and give them some real solid analysis to support whether it’s the 100 or a different number. I don’t
think there’s going to be a lot of sympathy for people saying I think it’s too high, I think it’s too low. If you think
it’s too low or you think it’s too high tough luck, come up with a true rationale and justify it with some solid back-
ground theory that can be supported.

So future actions, you’ll hear about afternoon and really from this point on, PPFRC is virtually out of it. If
you’ve got comments, concerns you like or don’t like where it’s going, you’ll be dealing with the ASB in making
your submissions to the ASB. So to the extent that PPFRC doesn’t agree with what the ASB is going to put for-
ward, we’ll put a submission in to them too, but you’re lobbying them now not us.

Moving on then to the new funding standards, a long and winding road. I never thought I’d be here after three
years of chairing this committee and still not having a draft standard out there Yet the amount of work that’s been
spent on this is incredible. We actually started writing the words in November of 2007 and there’s really four of
us who have been writing the words and reorganizing and reorganizing and sending it out for comments just
within our committee and getting inundated by comments and as we, oops, we missed all this, we’ve got to redo
this and it’s gone through probably 15 drafts to get where it is now. We know that when we expose it to the mem-
bership you’re going to have tons of good comments and it’s going to have to be changed immensely as well, but
it has been a long process and I’m sorry it’s not out there yet but it is coming.

What would happen is we started off with the existing standards and we had our working document that we
issued last March and we said OK we’ve just got to make a few amendments, add in a few lines and put in the ad-
ditional stuff in the working document. It didn’t work. We quickly realized that the existing standards we think are
very poorly written, very poorly organized. It goes back to the days where going concern was really the only valua-
tion you did and then tacked on. Now these regulators want a solvency valuation so we’ll tack on some solvency rules
at the end and it really doesn’t flow properly the way we really do valuations any more, and so we thought the whole
thing needed to be completely re-organized and re-written and so we have done that. We are not going to give you
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a tracked changes version. It’s impossible the whole thing has been re-written so we hope you’re going to like it a
whole lot better and that it’ll be a lot more useful for you to work with and easier to work with.

As I said the ASB has had it for about one month, I was a little surprised but not unhappy per se, I thought

that they would kind of see it and say well it’s going to be issued as a notice of intent not as an exposure draft but
it will have the form of an exposure draft, the full revised wording will be in there so because it was only a notice
of intent I thought they would just say fine, let’s get on with it, get it out there. They have not. They actually want
to understand it, make sure that they’re comfortable with it. They feel like they should be supporting it, not merely
just putting it out there so we now are going through a process of educating the ASB on what it is doing, what
changes mean for the profession and making sure that they’re on-side with it before it actually gets published. So
whether that takes us a week, whether it takes us a month, whether it takes us six months, that’s up to them as to
when they feel comfortable in exposing it to the membership.

So I said it’s been re-organized so I’ll go through some of the details of it in a minute. But on the left there
you see what the current structure is and so it was more, you know, here’s what you do when you select your
method and here’s what you do to select your assumptions and here’s how you determine funding requirements
in accounting and then it’s all reporting regardless of whether you’re reporting on a funding valuation or an ac-
counting valuation or wind-up. All of the reporting requirements are lumped together and then all the wind-up
and hypothetical insolvency are in a separate section at the back. And so like I say, we didn’t like that structure and
the structure we’ve moved to, the scope is very similar then some general concepts that apply throughout and I’ll
go into more details. Then we really looked and we said there’s really three types of valuations that we do as a pro-
fession. You have your typical actuarial funding valuation and that encompasses not only registered plans but sup-
plemental plans as well. So we put if you’re going to be doing an actuarial funding valuation, let’s have a section
for that, if you’re going to do an actual wind-up valuation which is a very different thing, a section for that and if
you’re doing an accounting valuation, a section for that. Let’s organize it that way, then you can go to one of the
three sections of the standards instead of having to find the piece within the methods for your going concern and
then the piece within your assumptions for the going concern. That’s not what we typically do, you wouldn’t sit
there and say OK, I’ve got to do my valuation now, let’s think methods, I’ll think of what I’m going to do for my
going concern method and then my solvency method, you actually would think here’s my going concern, here’s
how I’m going to do it, here’s my hypothetical wind-up, here’s how I’m going to do it, so we tried to structure it
that way. So then within the types of valuations then within each of those sections, it talks about how you select
the methods and assumptions for a going concern valuation, for a hypothetical valuation etc… Funding and then
reporting within that section so there’s three separate reporting sections.

So I’ll go through some of the more detailed stuff. How many people have read the standards? Tina back
there. CIA lawyers who are probably the only one who’s read them. (laughter) It is amazing the detail and how,
you think writing plan documents can be tedious and you’ve got to hang on words, writing these is ten times
more difficult and tedious than a plan document. Some of the details, if you go through them there’s italicized
text and there’s non-italicized text. The italicized is the definite, these are the true standards, the non-italicized
is really more giving examples, giving further background. So really only the italicized is the true meat of the
standards, all of the others is really helping you interpret the italicized text and then you have Educational
Notes which is guidance.

So one of the things we have to determine is does it become italicized? Is it non-italicized? Does it belong in
an Educational Note? I think quite frankly, be warned, I think there’s a movement afoot that a lot of these mate-
rials that’s in Educational Notes is going to get moved into the standards as things progress. I think more and
more people want to see that. I bet nobody here knows the difference between should and would. There are ac-
tually definitions in our standards of practice for what “should” means and what “would” means. Should is a def-
inite, an actuary should do this, you have to do it. The actuary would do this, that means you normally would do
it but if you don’t think there’s a reason why, then you don’t have to. Very, very different and then “may” is the next
word way down on that. So we have to hang on our every word whether it’s a should or a would.



PROCEEDINGS OF THE CANADIAN INSTITUTE OF ACTUARIES Vol. XXXIX, No. 2, June 2008

Provision versus margin: provision is the overall, we have provision for adverse deviation, that means in the
entire number there is some sort of an additional amount as a provision. A margin is on a specific assumption, you
have a margin on your discount rate, you have a margin on your mortality or not. Provision is in total.

Financial position, point in time, financial condition, an overall feeling about what the status of the plan is.
We’ve introduced a new term funded status for the going concern, funded status. And then liabilities, everybody,
we will never refer to a going concern valuation having liabilities again. They are the present value of benefits, they
are not a liability, a wind-up valuation that is a liability of the plan.

Fun, who wants to join the committee? (laughter) Some of the general concepts then. You’ll recall over the
last three or four years, as all the things developed, it’s all been talk about a funding policy, are we going to man-
date funding policies? At the end of the day, there’s no defined term of funding policy. We are not mandating
funding policies and I think there is one little section where we say that, for example, if the plan sponsor has a
funding policy. Rather the whole thing is premised on the circumstances of the work and an appropriate en-
gagement and we actually define what the circumstances of the work are, and so there are four aspects of it.
Whether you’re doing the funded position, the funding so if you’re just reporting on the balance sheet of the plan
as opposed to the required funding those sorts of things are the circumstances of the work, the terms of the ap-
propriate engagement. So I mean nowadays I think everybody here you’re contracting even more formally with
your client or you should be. Your client should be telling you do I want margins? do I not want margins?
Whether it’s actually in a formal funding policy and that could form parts of the engagement or whether it’s just
informally then telling you and you’re documenting that they told you that, that’s where that all falls into the cat-
egory of an appropriate engagement.

Application of the law, you have to follow the law and then if you’re providing advice on funding, the ob-
jectives of funding Then there’s actually words in there about what your objectives of funding should be, which
we get to as the next thing. So if you’re providing advice on funding, the primary objective and in accordance
with accepted actuarial practice and remember if you’re filing a valuation under any of the provincial benefits acts,
it has to be done in accordance with accepted actuarial practice. So the primary objective in doing a funding val-
uation that’s going to get filed with the regulators should be the systematic accumulation over time of dedicated
assets which secure the pension plan benefits. So you should be keeping that in mind when you’re doing the val-
uation and that forms part of the circumstances of the work and why you’re doing it. You can have other objec-
tives such as intergenerational equity or rational accumulation of assets over time but the primary objective would
be securing the benefits.

Three types when you look at advice so now we’re in the category of doing a funding valuation per se. Although
it doesn’t necessarily have to give advice on funding, it may just be the financial condition of the plan, we talk about
three types of valuations. Through this section we don’t talk about whether you have to do one or not, there’s no
talking here about you have to do a going concern valuation or you have to do a solvency. What we go through
here is just if you’re going to do a going concern valuation, this is how you should do it. If you’re going to do a
hypothetical wind-up valuation this is how you’re going to do it.

So if you look at going concern, you have to select assumptions that are consistent with the circumstances of
the work. Our opinion is that a going concern valuation, the primary objective or the primary consideration in
doing a going concern valuation is not the security of benefits but it’s more of a long term budgeting tool and so
that would be the objective of that valuation and would not necessarily be consistent with the primary objective
that I just told you about. So, if you’re doing a going concern I guess without getting into the words in here and
talking higher level, if you’re also doing a hypothetical wind-up valuation, that hypothetical wind-up valuation,
or solvency valuation is probably satisfying the primary objective in securing the benefits. If that’s true then your
going concern valuation has probably got other objectives like budgeting, long term budgeting, that sort of thing.
If that’s the case, then why do you need to have margins in it? So our standards of practice, if you go into the gen-
eral standards of practice, require that actuaries put margins into their assumptions if the valuation is expected to
promote financial security.Well if we’ve done a hypothetical wind-up valuation, that’s satisfying those requirements.

UPDATE FROM THE COMMITTEE ON PENSION PLAN FINANCIAL REPORTING (PD-38) 7
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So in our minds then you’re not required to put margins in your going concern valuation. Really what’s un-
derlying the words we’ve got in there now is as long as you’re doing an hypothetical wind-up valuation, you
could do best estimate assumptions if the law allows you to and the plan sponsor tells you to under the terms

of the engagement.
We do have special consideration on the discount rate. We have to write an Educational Note on that. It’s

something we’ve heard from the regulators as one of the biggest problem is, somebody does a going concern val-
uation right now it’s 7 _ %. I’d like to think that most of us would say, I don’t really like that, I don’t think it’s ap-
propriate, but how can you prove that? How can a regulator go and prove it? Because you know what? I can go
and I can come up with a model, I can add in active investment management and re-balancing and I can add in
all sorts of little things and justify a 7 _ % return and give that to the regulators and say I can support it and the
regulator doesn’t have much of a stick to really say no or some of them don’t so that’s one of the things that we
have heard, that if we can limit the discount rate by providing guidance and we have to develop that guidance and
it’s not there yet.

One of the things that we really have had a lot of discussion about and it’s coming up here first in the going
concern valuation but it also comes up, it’s more important than the hypothetical wind-up valuation, is contin-
gent benefits. So for instance there are still plans out there where the president of the company has the right to
waive early retirement reductions for anybody if he feels like it and he can give a bridge benefit to anybody if he
feels like it and so do you need to include those benefits in the valuation or not? So in the going concern valua-
tion we said that you should include all contingent benefits unless either the law requires you to exclude them or
if the law permits you to exclude them and effectively the client tells you we don’t want you to include them. So
in most cases like that you’d be able to exclude them but really the client would be telling you we want you to as-
sume that the president will never waive that requirement because in 40 years he never has. Or maybe you should
assume that he’ll waive it 20% of the time, you should be getting guidance from the client on that and really be
documenting that guidance.

Hypothetical wind-up valuation, our standards right now I think are very very poorly written. We’ve had a
few queries on this and in my mind we’ve had to kind of read wording into the standards to answer the queries
because it isn’t clear. What we’re saying is, to start with, and this is just within this section of the Act we’re talking
about or in the standards, we’re talking about how you do a valuation. If you’re going to do hypothetical wind-up
valuation you must postulate the scenario in which the valuation is being conducted and you can postulate what-
ever you want to postulate. If the plant’s closed, the employer goes bankrupt, the employer just walks away from
the pension plan.Whatever might happen you can postulate whatever scenario you want to be doing and just state
that that’s the scenario you postulated. There’s nothing wrong with us doing that. The client wants to say what
would be the hypothetical wind-up position if this happens?

Well, we can tell him this is what the position would be and then you must include all contingent benefits
that are payable under that scenario. So the scenario is not just the event like a plant closure but also what bene-
fits may be triggered from that all constitute the scenario.

And then solvency, there’s not much in there. Basically it’s a hypothetical wind-up valuation.
I’m going to get back to the contingent benefits and the hypothetical wind-up in a minute because I’m in a

different part of the standards now and it’s kind of in order. So then we move to funding so if you go back to the
just so we kind of keep ourselves organized in terms of what I’m doing here so, you can see here now I’ve gone
through and as we’ve gone through the standards we’ve now defined how you would do a going concern valua-
tion, how you would do a hypothetical wind-up valuation, how you would do a solvency valuation. So now those
are the parts of the standards we have, you’ve done your valuation, now you need to determine what your fund-
ing requirements are and then we’ll get to the reporting.

So funding is quite simple. As actuaries I mean you can fund anything however the heck you want if you
weren’t subject to any laws. So I was lucky enough for at least three years of my professional life not to have to worry
about any funding regulations, BC had no funding regulations until 1994 so I recall doing valuations and saying
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you’ve got a going concern deficit of 15 million, why don’t you fund it over 25 years? and maybe you don’t need
to start for ten years, good enough? Nobody told us, we didn’t have to do anything, we could fund it however we
wanted to fund it. You could give the client any sort of advice you wanted to. Not very many places but we still

have that really with SERPS. SERPS they can fund it over one year, five years, 20 years, never. They can target 50%
funding, they can target 80%, whatever they want to do. There is no actuarial way of funding anything, we would
have the responsibility to say this is how much you need, it’s your responsibility to say how quickly you want to
pay it. So really it’s the client and the law that tells us how to determine the funding.

We then move to reporting. So the reporting section is now broken up into various sections so there’s the gen-
eral reporting requirements, and I’ll go in a little more details on each of these. Then if you do a going concern
valuation for each one, typically you only do one going concern valuation, but you might do more than one, in-
cluding or excluding contingent benefits or for various reasons there might be more than one in a report, there’s
certain requirements for reporting for each going concern valuation. For each hypothetical wind-up valuation you
do, there’s reporting requirements and here quite frankly we do quite often do more than one. Sometimes you’ll
do one excluding plant closure benefits because you don’t need to fund for those under regulations and you do one
including plant closure benefits. Well they are really two separate valuations and you report on each one of them
separately. And then if you’re providing advice on funding, you’ve got the requirements for reporting on that and
then finally the standard actuarial opinions.

General reporting requirements, you know the bland old stuff, just giving the dates, describing the sources of
the membership data, the asset information, the plan provisions, same sort of stuff that’s in there now. It’s just very
general you know, general required reporting requirements, required reporting requirements, that’s good.

The next thing is what types of valuations you’ve done. So you need to say these are the valuations that you’ve
done and so this is where I get into the “shoulds” versus the “woulds”. The should in the reporting is you should
say which valuations you’ve done. The woulds down then underneath the shoulds say, this is what we expect you’re
probably going to be doing.So this section down in the woulds says if you’re an RPP and you’re not a designated
plan, then you’re probably going to be doing a going concern valuation if it’s required by law because let’s face it,
it is required by law so I mean we’ve had discussions about this is redundant, we shouldn’t be putting it in but you
know let’s make it clear if you’re an RRP you’re going to be doing a concern valuation.

You have to do the hypothetical wind-up valuation under the scenario that maximizes the wind-up liabilities
unless the plan does not define benefits payable upon wind-up. So I talked earlier about you can postulate what-
ever scenario you want when you do a hypothetical wind-up valuation. That’s fine you can do whatever you want
but if you’re an RPP and you’re going to give a valuation report, you also have to do the valuation under the sce-
nario which maximizes the liability, so people understand the worst case scenario, and then any other valuation
required by law which is typically the solvency valuation. Then if you’re a designated plan, same thing, one dif-
ference here is that the law in some cases does not require designated plans to do a going concern valuation so if
the law doesn’t require. Right now our standards of practice require going concern valuations so with those new
standards, what we’re proposing is if the regulator doesn’t require a going concern valuation, the maximum fund-
ing valuation is something different for IPP’s and irregular going concern valuations and so if the regulator does-
n’t require it, our standards will no longer require it. And then if you’re not an RPP, the only thing you have to do
is the hypothetical wind-up valuation which maximizes the liabilities.

Getting back then to contingent benefits, when we talk about the hypothetical wind-up valuation that maxi-
mizes liabilities, if I bring back that example of the president has the right to waive all the early retirement benefits
and to grant full CPP and OAS bridge benefits to every member upon retirement and, believe it or not, I actually
have a plan that still has that provision in it, the scenario that maximizes liabilities is I guess the president is going
to do all that. The president has never done that once in 40 years in this plan and in fact every time they’ve given
an early retirement enhancement they’ve amended the plan to provide for it, it ain’t happening, it’s not going to hap-
pen. And so we have put in here the provision that you may disregard scenarios that are extremely unlikely to occur
and may disregard wind-up benefits that are extremely unlikely to be paid. Let’s not get unreasonable about this.
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One consideration here though is don’t go and justify that oh well because I’m in a deficit obviously I would-
n’t provide those benefits enhancements. That’s not an excuse. You can’t give the excuse that you won’t provide ben-
efits because you don’t have enough money - unacceptable. So each going concern valuation, you have to say the

method, you have to describe the assumptions including the rationale, state the funded status and the service cost,
if the assets are valued at other than market value, state the funded status using market value so we moved off I
think saying that the going concern has to be reported on market value. We certainly heard comments from CRA
primarily that if you did that, that becomes the maximum that you can contribute to, so we’re allowing the funded
status to be reported using an asset smoothing method but then you also have to say whether it’s a separate bal-
ance sheet or whether it’s a note. You have to say this would be the funded status if I’d used market value instead.
Describe all of the contingent benefits under the plan and whether you valued them or not. If the valuation in-
cludes no provisions for adverse deviation as I talked about earlier you’re not going to be required to include any
PfADs under the standards of practice if they stay as they are, but if you don’t include any you have to explicitly
state and say why you haven’t included any and then include a gain-loss analysis.

For every hypothetical wind-up and solvency valuation describe the method, assumptions, state the financial
position, describe the postulated scenario and describe the extent to which any contingent benefit has been included
or excluded in determining the financial position. And then some of the meat that was in the working document,
what we said is for any one hypothetical wind-up and solvency valuation, you might do a solvency valuation, you
might do one or two other hypothetical wind-up valuations valuing various different contingent benefits or under
any different scenarios. Under one of those hypothetical wind-up valuations you need to state the service cost, you
need to include a description of an analysis to illustrate the effects of adverse deviations for the risk analysis we’ve
talked about and include a brief gain-loss analysis.

Now on all three of these items we need to develop Educational Notes to assist practitioners but you would
be expected to include information on these three items for one hypothetical wind-up valuation or solvency val-
uation. If you provide advice on funding, describe the contributions from the calculation date to the next calcu-
lation date and then this next one I’d love to delete, I’ve put in my two cents but so far I’m losing the argument.
It’s really for multi-employer plans or negotiated cost plans. Iif it’s a registered plan and the contributions are fixed
you either report that the contributions are adequate to fund the plan which I’m fine with or report that they’re
not adequate, fine, but the problem I’ve got is that if they’re not adequate, say how much benefits have to be re-
duced or contributions increased or a combination of the two. I’ve always been at the view point well there’s prob-
ably an infinite number of ways that you could reduce benefits and I have a finite amount of paper to write on so
who’s me to decide if there’s got be a 10% reduction in some manner? Is that all active members? Is it 10% across
the board? etc.. Who am I to start putting all of that stuff in a valuation report? But as I say so ar I’m losing the
battle on that.

I’m not going to go through the details. I see some eyes waning out there. I’m not going to go through any
of the details on the actual wind-up for the accounting. They’re very similar. We haven’t made much changes to
these maybe some wording refinements but not many changes to the actual standards.

Closing remarks, I’m going to leave lots of time for questions. We think at the end of the day the proposed
standards are very similar to the working document. I mean we have put the principles of the working document
in it but we have extensively re-written the standards so we very much are going to be open to submissions and
feedback. We will not be upset if you attack word by word what we’ve done., Our goal is to have a good standard
that people can work with, that’s useful to people and serves the profession and the public well and it is a very dif-
ficult task and all of your criticisms will be very much appreciated actually and we know we’re going to get lots.
Actually we hope we’re going to get lots. We hate to put all of this out there and everybody not read it and just say
oh well I guess when we have to follow it and then they realize they find problems with it when they actually have
to read it. Please give it a read and let us know all your comments, even if it’s just emails we don’t need formal sub-
missions. I think people get caught up in, oh I have to write all this formal submission and if you have a quick
email about a few comments here and there it’s always appreciated.
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Questions?

U-M: ??

Speaker Butterfield: I sent them to…are they on the…they made it… OK, I wrote the presentation Monday
night (laughter) I gave it to the CIA Tuesday about noon, OK so they’re there now then.

U-M: ??

Speaker Butterfield: Just in time delivery. It’s been busy. Well actually what I mean in fairness, the CV standard
really threw us for a loop. I mean we were working on this and everything was geared towards the funding stan-
dards and then suddenly the CV standard just got thrown at us and that was a whole lot of work and really took
our focus off the new funding standards. The presentation is out there now and the new funding standards will
be soon too. There’s got to be somebody here who’s got something to say.

Bruno Valdevit: A small question. You say in the external user report slide, that the committee would wish to state
the service cost. What is the rationale behind that? Considering that solvency and wind-up valuation has a basic
assumption that the plan would terminate on the valuation date.

Speaker Butterfield:We realize, that’s why we have to write an Educational Note on it because mathematically
it’s not a concept that really exists because you’ve terminated it. Most pension plans right now, the funding is being
driven by the solvency or hypothetical wind-up valuation, so you’re paying past service cost to fund a solvency
deficit and then you’re paying current service cost on a going concern valuation. Realistically, even though you’re
doing a wind-up valuation, the plan is not winding up and one year later you’d like to be funding to the situation
so that one year later you’re actually going to be funding by a hypothetical wind-up valuation. A year later you
should not only be paying the past service cost but the current service cost should reflect the expected growth in
that hypothetical wind-up for solvency liability during the year. So what we’re going to be saying in that Educational
Note is in effect, project your membership one year out using the going concern or going concern-like best esti-
mate assumptions, value your hypothetical wind-up position as it is expected to be a year from now and the dif-
ference becomes your service cost.

Bruno Valdevit: Yes but it’ll be a little difficult because you cannot project very easily a solvency valuation. I don’t
know if you ever tried doing it because many factors enter into the calculation like taking into account the max-
imum value that would be taken by an employee that would terminate at the valuation date, so the following sol-
vency valuation will not be equal to the actual liability at the valuation date plus interest plus the current service
cost. You will have to do some kind of solvency valuation one year after and work back the difference I presume,
I don’t know.

Speaker Butterfield: Yes, that’s exactly what we’re going to be saying that you should be doing. The service cost
is not just the value of the benefits that people earn, it also includes the hit cliffs and because they go over a cliff
in a lot of plans. People’s hypothetical wind-up liabilities double at age 55. So that service cost would include that
cliff for those people.

Bruno Valdevit: Can I assume that you will propose that for the normal cost that will be calculated in a solvency
basis would be the one that should be recommended in place of the funding, the going concern one?
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Speaker Butterfield:We would love to see regulators allow, either allow or regulate, that if solvency is driving the
funding of the plan then the wind-up service cost would be what you would contribute instead of the going con-
cern normal cost but we don’t have. All we can do is tell regulators that that would be an appropriate thing to be

doing. Quite frankly in my mind from an actuarial perspective, you should have your solvency funding require-
ments, your past service, your current service, you should have your going concern funding requirements, past serv-
ice, current service, and you should fund the greater of the two. Right now we’ve got past service, solvency and
current service, and going concern and, actuarially that doesn’t make sense.

Bruno Valdevit: You know that discount rates are going down since at least 2001 and if at some point in time they
start going up isn’t there a risk that employers will accuse us of creating indirectly surpluses in their plan because at
some point in time we’ll do that exercise and one year after we will have a surplus created by our own procedures?

Speaker Butterfield:Well, I don’t, I mean, one, we’re not saying you have to fund to it but I mean the service
cost under a wind-up is not going to be, in most cases is not going to be, very different than a going concern. Maybe
it might be, 110, 120%. It might be 70 or 80%.In itself if you’re funding on the wind-up service cost as opposed
to the going concern service cost it is not going to suddenly mean you’re going to develop a whole lot of surplus.

Bruno Valdevit: Yes but it worsens a little bit the situation that exists now. It will still happen even now the way
it, things are.

Speaker Butterfield: For some it might work the opposite way, the wind-up service cost might be less than the
going concern service cost.

Bruno Valdevit: Yes it could be. Yes, OK, thank you very much.

Speaker Butterfield: Be nice

Jean-Claude Primeau: I’m always nice. Couple of comments I could make. The last point that you discussed was
plans that are fixed contributions and you were questioning the usefulness of providing the estimate of benefits re-
duction and or contributions increases. I would say that as a regulator it’s extremely useful information because
quite often in these types of plans there is a lack of information for the trustees to make appropriate decisions. It’s
very clear at least in my mind that the actuary is not making the decision of how benefits might be reduced or how
contributions might be increased because that’s not in their control. I see as the purpose of that is to provide in-
formation and of course if you have already developed a solution, a particular solution with the trustees then it’s
quite fine to present that but in the absence of that, just showing that that a straight reduction of 5% in accrued
benefits will make the minimum funding requirements to be met. Tthat is useful information I think for us as a
regulator. It should be useful information to the trustees and it helps in forcing them to address the issue to which
it’s very often an issue with these types of plans. There is a problem they can’t meet minimum funding. It’s getting
them to admit that there is in fact a problem and take steps to address it and I see that providing information is a
useful part of that exercise.

Speaker Butterfield:OK and in fairness I’m probably biased being from BC. The BC Act actually has provisions
that if the contributions are insufficient, the actuary has to write a letter to the trustees proposing actions that would
get it on side. Then the trustees have to make a submission to the superintendent to say what they’re going to do.
So all of that information flows to the regulator automatically through the Act but it’s not in the valuation reports.
So I’m biased living in that jurisdiction.
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Jean-Claude Primeau:OK, and at the federal level we might have slightly different wording in our legislation but
in effect we expect this information to be included in the actuarial report and we rest on the CIA standards to
achieve that. So it sort of would be counter-productive from our standpoint if that was to be removed, we’d have

to go in and do something else to make it come back essentially.

Speaker Butterfield: I hear you.

Jean-Claude Primeau: I could make various comments about various pieces. The discussion that just happened
on the service cost, we’ve looked at just a basic example. You take a pension plan with one member then you track
that member from entry to retirement. Of course there’s a number of scenarios but using a wind-up service cost
item, if you have an early retirement provision that’s based on years of service, I found with that example that you
end up with if you look at the contributions over the entire life of that person or plan in that case, about 1/3 of
the contribution was payable in one year over a 35 year period.

That’s not anything particularly unusual. As a plan design you’re looking at something like under retirement
with 25 years of service and some age. So in my mind that raises questions that that’s not really a rational way of
accumulating assets for providing security of benefits. Essentially doing that you’re only looking one year at a time.
It’s like walking on the carpet and just looking at your feet and doing one step and not seeing that there’s a wall
in front of you. The second step once if a person is say age 53 with 23 years of service there’s a pretty good chance
that they’ll make it to 55 and 25 years of service, but that type of method doesn’t put any probability to that event
so I’m certainly far from convinced personally that abandoning going concern and saying that going concern has
nothing to do with security of benefits and it’s just a budgeting tool, I find a lot of flaws with that argument.

Speaker Butterfield: I’m still a supporter of going concern valuations. I do believe and I think the example you
cite is a valuable one where we’d be coming from on your example. If it’s a registered plan you have to still do the
going concern and the wind-up, you’re going to be funding on a going concern basis but what’s going to happen
is when that individual hits that service requirement, you’re going to suddenly find a mass of solvency deficiency.
It’s going to kick itself up at that point in time and you didn’t know it was happening so that’s what we would be
suggesting is our requirement would be saying. Let’s say that requirement was age 55, you did a valuation when
he was 54, that wind-up service cost would have that huge number and you would say oh hang on, my wind-up
liability is going to jump over my going concern liability during the period of this valuation, I’d better fund for
that now, as opposed to having the next valuation at 57 and realizing that there’s this massive solvency shortfall.

So the one person is a good example to see that in, it’s just when you get, our concern is more say, five, ten, 20
people plans where they’re hitting these thresholds and it’s not being accounted for properly and not being funded
for properly but still having the going concern underneath it.

Bruno Valdevit: The combination of going concern and solvency cannot avoid necessarily all flaws so it’s true that
you would have that situation potentially where a deficit would occur. But in looking at the analysis I was doing
because typically at the younger ages your going concern service cost might be higher, you’re probably a little bit
better prepared at that point, when that happens so you do have more assets probably at that point. You still have
that issue that you might suddenly incur a deficit. A deficit might occur and under our legislation. You have five
years to fund it, and that may not be perfect security but it’s what the legislator thought was reasonable provision
to account for those types of risks. So I’m not saying it’s necessarily a perfect model that fits all situations but I cer-
tainly would think that having the going concern in addition to the solvency is better than just having one of the
two whichever it is.

Jason Vary: Isn’t one solution to that like the going concern rules in Ontario, you fund things a little sooner?
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Speaker Butterfield: Not that I recommend that solution.

Jason Vary:My question is the committee seems to have a lot of problems on the UP94 mortality table. Was the
RP 2000 considered?

Speaker Butterfield: It’s really just a variation of UP94, isn’t it?

Jason Vary: I’m not really an expert on it but I thought they spent a little more time gathering data for the RP
2000 and wasn’t the Educational Note on mortality kind of heavily promoting RP 2000 and the generational el-
ements of it and the blue collar, white collar and all that stuff?

Speaker Butterfield: I don’t know if we were heavily promoting it

Jerry Lotterman: Steve I know you talked about the 75 to 120 basis points spread that you’re recommending and
I’m still very old school and probably still believe a little bit in the investment approach to some extent. But I know
going back to the 93 standard and there was the 50 basis point spread with provincial bonds and maybe you said
this and maybe I’ve missed it but the 75 to 120 was that supposed to be a corporate bond spread that you were
talking about or what exactly was that?

Speaker Butterfield: No, when you’re looking at right off the bat I am not an expert in this stuff so if I say the
wrong thing don’t crucify me. You’ve got all of these instruments that are similar to what a pension plan promise
are. They’re providing cash flows outs and future discounts. Somebody is putting a market value on them. I think
people agree that a Government of Canada bond is highly liquid. They’re traded all the time and it’s got no credit
risk, the government of Canada is not going to default on the bonds, so there’s your base case. You go up to a
provincial bond and they’re really once again there’s no credit risk. The provincial governments they’re never going
to renege on these promises but the bonds are not traded as frequently as Government of Canada bonds.

So the difference in the spread or the difference between the yield on a Government of Canada bond and a
provincial bond really is the liquidity premium. When you go up to a corporate bond now you are introducing
some credit risk. Talk to the BCE shareholders about this one. So now you can start saying well OK let’s say cor-
porate bonds, corporate AA bonds or A bonds are 100 basis points above Government of Canada. How much of
that is credit risk and how much is liquidity? There’s no really tried and true method to try and break that down
between the two components. So we didn’t go the corporate bond route.

There are other assets out there that are still not traded as often and the commercial mortgages was the best
example that PH&N came up with. There’s commercial mortgages out there that are backed by government hous-
ing agencies so they really have zero credit risk. But they are traded very infrequently and they can point I bought
this one six months ago and I know somebody bought this one nine months ago and this is what the yield was on
that asset and it was this much above Government of Canada bonds of similar durations. So it’s just their study
but they’re saying that there is something, it really is you’re buying that and you’re holding it, it really isn’t traded
it and that’s similar to the pension promise in that we would say you have a one time, you’re selling your pension
promise and then that’s it. You don’t get a chance to buy and sell it back or other people trading it so that com-
mercial mortgage that’s kind of sold one time and is then held for its duration is the asset class it’s most similar to
what we’re looking at.

Jerry Lotterman: OK, so you’re kind of looking at a maximum liquidity premium as opposed to let’s say a bal-
anced portfolio of different assets which is I guess where I’m coming from. I always like to think of that as a bal-
anced portfolio of federal, provincial, corporate and other assets and the 50 basis point kind of comes in somewhere
in the middle
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Speaker Butterfield: But we’re not in the investment approach and that’s what people say well a pension plan
member can’t go and buy a commercial mortgage.We’re not saying they can.We’re saying if somebody was to come
to you and say I have this asset that will pay you a $1,000 a month when you turn 65 for as long as you live and

it’s going to be paid from a pension plan what are you willing to give me right now for that? Money. So you’re going
to give me $100,000 or $50,000 or whatever and then you’ve got that money. It’s a trade you’re not going to do I
don’t care less how you take that $50,000 or $100,000 and invest it, that’s your business. You’re trading one asset
for another and they’re equivalent on a market value basis at a point in time.

Jerry Lotterman: And did you say there was a 25 basis point deduction for expenses or anything like that?

Speaker Butterfield:No nothing, the cost of the transaction, it’s a one time transaction which has got a minimal cost.

Jerry Lotterman: OK.

John Hill: I actually have three questions that are unrelated. First regarding your discussion with Jean-Claude, would
this concept of the solvency service cost be over a three year period or something like that or one year at a time?

Speaker Butterfield:Whatever period your valuation covers.

John Hill: OK, second do the new standards have anything in them potentially any surprise about having letters
of credit as an asset.

Speaker Butterfield: No we talked a little bit about letters of credit and we think that the current standards just
allow it’s just an asset. You’re just placing a value on an asset and we don’t think that our standards need to say
anything about it. We’d certainly be interested as a regulator starts seeing valuation reports or practitioners start
having to do reports that include letters of credit, if there are any issues that come up. Let us know but we don’t
think we need to make any specific provision for them in the standards.

John Hill:Then the last one, you hinted that the ASB might not have felt that comfortable with a 100 basis point
spread because of based on one study, one source. I’m wondering, do you have any knowledge if they have any stud-
ies greater than zero to support whatever they have?

Speaker Butterfield: They don’t have anything other than what we gave them. So they have no other informa-
tion other than what we gave them. So they got our submission which included a letter from the three actuaries
that I mentioned from PH&N and I think quite frankly they read it and they say yes that makes sense but this is
basically three people at one firm. That’s their opinion but we’d love to see other people and I put up there their
conclusion was that it’s somewhere between 75 and 120. They’d love to see other people do similar sorts of stud-
ies and analyses to justify what that number should be.

John Hill: Thank you.

Speaker Butterfield: That’s it? Get out ten minutes early. Thank you very much.

(Applause)
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