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Monique Tremblay: Welcome everyone. I am Monique Tremblay. I am here today as the Chair of the Pension 
Advisory Task Force and I have three panellists with me: Rob Brown, Tony Williams and Jacques Lafrance. Our 
objective today is really twofold. One is to go over with you the public policy issues and interventions that the CIA has 
done in recent months and in the last year in particular, but also and most particularly to get your input on what should 
be our next moves with regards to public policy. 

As you will see in the various comments we make, we have made sure the CIA brought some intelligence and contents 
context to the debate, alternative views, rationales and so on. We have in some cases been precise, in other cases been 
more voluntarily more vague. But we think as the events unfold I will need to get more precise in several areas and 
consequently we’ll want to hear you.  

I’m going to make a few introductory notes, comments, then ask you if you have questions or points you want to make 
sure our panellists will cover. Then each of them will go quickly over some issues and elements of what has been the 
debate in recent months, and then we’re going to turn to you to get the discussion going. So, your turn to talk. You’ve 
been listening a lot in the last couple of days so we want you to have a chance to say as many words as you want. 

Our panellists will cover . . . but the topics are not completely interrelated. Rob Brown will talk mainly about what we 
call government facilitators, so it’s sort of what we can call the public pillar of the retirement system—but not entirely, as 
you will see in his comments. Tony Williams will talk around several elements; it’s more the private sector employment 
related elements, but again, not strictly that. And then Jacques will talk about the various issues that stakeholders have 
been taking so far. 

I’m not teaching letting you know anything new that there are three pillars in the Canadian retirement system in 
Canada. And extensive discussions took place, but mainly on two of the pillars, and there is no consensus. I think 
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stakeholders have been very loud with their own biases and preferences. Certainly what is appreciated by politicians that 
we talked to so far is the fact that the CIA is bringing background and perspective and is not as polarized as other 
stakeholders around the topics and solutions. 

The CIA considers that we can definitely add to the table expertise, and contribute to the discussions and identify viable 
alternatives and solutions. In the last year the CIA did a lot of things: it created the pension task force in March of 2009, 
published the retooling document in November 2009, and published the white paper in March 2010, and we have 
undertaken a lot of visits with politicians, stakeholders with these papers and various issues that have been on the table.  

I want to take this opportunity to thank several actuaries who accepted to be on the web training session that took place 
in March and that way we had spokespersons ready to go on very short notice, which was wonderful because typically 
politicians or MPs or people who want to discuss pensions phoned the Secretariat in Ottawa and said, “By the way, we 
have a meeting at quarter to three the day after tomorrow. Can an actuary show up?” Because we were sort of prepared 
for that strategy and attitude, most of the time we showed up. Most of the time one person physically present, some 
other times through a conference call, having some back-up people with information holding conference calls to update 
whoever was going to show up with what happened in the last week, and so on. So it’s been a very active period for those 
who were involved and this was very exciting too. 

Before I turn the floor over to Rob, any questions, expectations from people in the room? You’ll have to talk, Rob. You 
don’t want to talk. 

Rob Brown: Actually, that’s excellent because given that you have no expectations, we will in fact meet them. I’m going 
to look at the part of the white paper the CIA put together on government-facilitated initiatives for pension reform. In 
total there were a number of papers that were put forth that different governments are considering. There’s Keith 
Ambachtsheer’s Canadian Supplementary Pension Plan. Very similar to the Alberta–BC plan. Now Tony’s going to do 
Alberta–’s and BC because he’s out here and he’s on top of the issues a lot more than I am. There are plans to expand the 
Canada/QuebecQuébec Pension Plan as put forward by the Canadian Labour Congress, the National Association of 
Federal Retirees. Now they’re important because the person that writes their documents is Bernard Dussault, who was 
the CPP chief actuary till the mid-1990s. And then CARP, the Canadian Association of Retired Persons. Also we have 
proposals for target benefit pension plans and Tony will take those. 

So I’m going to give you a little bit of background as to where we stand today based on three reports. Bob Baldwin’s 
report to the Ontario Ministry of Finance, the Jack Mintz report from Whitehorse—it’s actually six research papers. And 
then a paper developed for the Department of Finance Ottawa by Ed Whitehouse of the OECD. 

Now it seems to me politically the Whitehorse Summit tried to calm the rhetoric. They tried to convince Canadians that 
the sky is not falling. And I believe that was widely accepted by the policymakers in Ottawa, so much so that I was 
surprised last week when Jim Flaherty said anything. Now, mind you, if someone could tell me exactly what he did say it 
would be helpful to me. But he did say there might be a little maybe expansion in the Canada Pension Plan and then 
there might be some other things that maybe we might do that would be more private sector, perhaps. But I think 
basically the federal ministry was pretty close to saying, “This isn’t an issue I’m going to get re-elected on, so let’s not 
make it a headline.” God, I’m cynical, and I’m so young. 

Now the Bob Baldwin report verifies that pension coverage rates are down. But then immediately says, “Ah-ha, the 
number of Canadians in pension plans is up.” It’s now 5, 900,000. Well, how does that happen? It happens because the 
labour force is growing faster than pension coverage, so the rate’s down but the number’s up. 

He also points out that with more females in the labour force, more households have at least one pension coverage. So 
the big concern seems to be the decline in private sector DB plans. And he also points out that a point in time pension 
coverage statistic is more pessimistic than lifetime coverage rates because you can move in and out of jobs that do have 
pension coverage. So by the end of your working career you may have pension benefits despite the fact that on any given 
day you might not be in a pension plan. 

And, in fact, for people now retired and retiring, things look pretty good. Retirement income is up. For couples between 
1976 and 2007 the income rose 55 percent. For singles, 79 percent. This is due to the maturation of the second tier 
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Canada/QuebecQuébec Pension Plan, but also the increased importance of the third pillar, registered pension plans and 
RRSPs. Further, home ownership is high and most of those homes carry no mortgage, and this is a big part of retirement 
income security: living in your own home and not making mortgage payments. So the bottom line is that replacement 
rates are about 80 percent. But then he goes on to say be careful using an average because this does veary widely, 
depending on which income quartile or quintile you’re looking at.  

The Mintz report toin Whitehorse. Again, a compilation of six research papers. It concludes that Canada does very well 
when you compare it to other developed nations. But one in five Canadians may not have sufficient registered pension 
plans and RRSPs to replace 90 percent of pre-retirement consumption. I know when I first read that, I sort of said,  
“. . . and that’s a problem?” But I think in fact that was the tone of the meeting, that at the moment we’re doing a pretty 
good job. So let’s not run around today saying the sky is falling. Let’s not be Chicken Little.  

Now here’s one that I found particularly fascinating. There’s evidence that those in registered pension plans do not have 
the largest retirement income. So, in fact, people who save for themselves and use RRSPs are actually accumulating more 
than those in registered pension plans. I don’t think that was intuitive. I wouldn’t have expected that. But I’ve read the 
background reports and that’s what it shows.  

There’s also evidence to show that active asset management does not do better than passive management. And that when 
you deduct the fees required for active management, it does worse. We’ll see in a minute that’s particularly the case for 
Canada. Ed Whitehouse from the OECD said that government-sponsored pensions—that’s our social security system, 
OAS, GIS, C/QPP—costs 4.5 percent of GDP. Now would you have estimated that number? Four point five percent of 
GDP versus 7.4 percent average amongst developed nations. Our cost will rise to 6.2 percent by 2060. One of the 
reasons it doesn’t rise more rapidly is that OAS and GIS are indexed to CPI, to inflation, not wages. So the normal 
expectation is the economy will grow faster than just inflation and that’s counter-balancing then to the aging of the 
population. So that that’s how 4.5 percent will grow to 6.2. 

Administrative costs are low; only New Zealand is cheaper. In the long run, the overall system that we have is 
sustainable. And he points out that our government plans, 4.5 percent of gross domestic product, are small, which leaves 
room for private initiative. So in Canada those private systems provide a substantial portion of retirement income versus 
other developed nations.  

He comes up with numbers similar to the Mintz report that we achieve about 90 percent replacement ratios on a net 
basis versus 82.4 percent average for OECD nations. Our old age poverty rate at 4.4 percent is the fifth lowest in the 
OECD and is below the poverty rates of our general population.  

He also points out that our system is diversified and he says that is an advantage, that the diversification of our system is 
an advantage. He does conclude that saving privately in individual accounts for capital accumulation-type pension 
arrangements, the costs are high, 2 percent of assets or more because of active management. And he tells us that if you 
lose 2 percent of assets year over year you ultimately lose 37.3 percent in your total accumulation, and that this is 
anomalous amongst developed nations, it’s high. 

So let’s move to some of the reform proposals. I will do Keith Ambachtsheer’s Canadian Supplementary Pension Plan. 
Keith would have auto enrolment but you can opt out. So it’s not mandatory. But we know from a lot of experiments 
and systems in particular in the U.S. that if you have auto enrolment but you have to take an action to opt out, you get 
much higher participation rates. He would use the existing C/QPP payroll deduction mechanism to keep costs down and 
his aim is for a 60 percent replacement ratio in total including all social security systems.  

He says there should be no contributions if your earnings are less than $30,000. And this is important because for the 
working poor in Canada, if we force them to save more in something like a supplementary pension plan, they have to 
make the contributions but then when they retire they lose their guaranteed income supplement and many provincial 
supplements. They can in fact lose dollar perfor dollar. So they have to make contributions that buy nothing. The admin 
would be at arm’s length from government, similar to the Canada Pension Plan Investment Board. We would look for 
lower overall costs, something of the order of three basis points of assets per annum and that we would use a lifecycle 
approach so that you would be buying annuities as you approach retirement. 
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The Alberta-–British Columbia plan will be covered by Tony. I will move next to plans to expand the second tier, the 
Canada /QuebecQuébec pension plans. There’s are many variations on this theme. CLC is different than from CARP, 
CARP’s different than from FSNA. Now, a couple of things that we may not all be fully aware of. After the reforms of 
1996 it is now true that any new benefits in the Canada Pension Plan must be fully funded. Today’s C/QPP 
contribution rate is 9.9 percent, but 4 percent of that is to pay for the legacy costs of the liability we built up when we 
were contributing 3.6 and 5 and all those small contribution rates. 

So iIn fact, without the legacy costs, a go -forward plan could be funded at 5.9 percent contributions, but if we only 
target retirement benefits then in fact the new contribution rate can be 5.5 percent. Everybody got that? I think that 
comes as a surprise to a lot of people. It surprised me initially until I stopped to think about it.  

Now today’s benefit is a 25 percent replacement, but it stops at the YMPE. Bernard Dussault’s FSNA proposal is to 
move that up to 70 percent. So I’m going to show you the numbers for that proposal. Anywhere in between you can go 
back and sort of do linear interpolation. Remember linear interpolation?  

So iIf we were to move to this 70 percent, the new cost would be, . . . well, first the existing plan, 9.9 percent from the 
year’s basic exemption to the YMPE. So that’s just the old plan. Now, if you’re moving from a 25 percent replacement 
ratio to 70 percent, you’ve got a new plan that provides you with 45 percentage points. And how much is that going to 
cost? It’s the 5.5 that we worked out times the 45 over the existing 25 and this is a brilliant actuarial coincidence. It’s 
purely a coincidence that it equals 9.9 percent. I mean that, you just live for moments like this. Which tells you a lot 
about my life. 

Further, many of the proposals want to push the YMPE up. Bernard Dussault’s proposal would push it to the ITA limit 
of $1,722 and that would mean contributions of 15.4 percent of salary above the YMPE. And I would note that this is a 
large contribution for low -income workers that may in fact net net get very little out of it. Plus, it takes 40 years before 
you get these new benefits in full.  

So, the advantages of using the C/QPP platform,: several. First, the existing infrastructure already exists. The investment 
agencies already exist. We can go out and tell people, “hHey, we’ve already got the case. So wWe’ve already got the 
investment brilliance.” Oh gosh! I mean, we already have the CPPIB. And the plan automatically has the advantages of 
size and scale. I just made some enemies. What the heck.  

Disadvantages.: Iit may cause good existing plans to fold, but that’s true of all the proposals. If suddenly you tell people 
you’re going to get 60 percent, the 70 percent plan may just fold. Low -income workers contribute more, but then lose 
their GIS benefits. How are you going to be, aAs a politician, how are you going to go out and explain to the lower -
income Canadians that they have to contribute 19.8 percent, but above the YMPE those filthy rich, filthy capitalists 
contribute 15.4 percent? It’s going to be a hard sell. 

As the plan matures contribution rate volatility increases because of your dependence on investment returns. True of any 
maturing plan. This is not a diversified system, as Ed Whitehouse proposes and pats us on the back for. We’ll be putting 
all of our eggs in one basket and as I said before, it takes 40 years to achieve full benefits. 

So wWe’re now going to move to Tony, except for a 15-second commercial interruption. I am retiring and moving to 
Victoria and looking for work. Thank you very much. 

Tony Williams: Well tThank you. ThHere we go. So I’m going to pick it up with a couple of things about the sort of 
some of the private sector initiatives that Rob didn’t go through. I’m going back to last December when there was the 
finance minister, and this is just a photo from that Whitehorse Summit, and the general thing coming out of that was to 
say, “wWell, there really isn’t any crisis.”  

And that was, so tThe question is, is there a pension crisis or isn’t there? And I think to me there’s a bit of a debate going 
on there. Most recently for, . . . I think most of you are aware that the finance ministers again met in PEI and said that 
they did make indicationindicate that it’s likely to somehow increase the CPP, whatever that means. So vague signalling 
that that’s the direction, with a couple of the provinces said saying, o“Over my dead body,” and picture Alberta and 
maybe Queébec. But that’s kind of what the signal is going. 
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I’m going to talk a bit about some other elements of pension reform and I know there’s a few of the people here who 
were at the session just previous to this about multi-employer plans, and so this is just a real quick repeat on some of this. 
But part of the pension reform proposals that have been out there in the Ontario and Alberta, B.C. in particular, have a 
lot to say about multi-employer plans and potentially target benefit -type plans. So I’m just going to raise some of the 
issues there as being different and distinct from typical corporate type of pension plans. And talk about a negotiated cost 
type of plans and generally have some kind of a trustee arrangement.  

The main thing is they’re very distinct from the employer. They’re off balance sheet, they stand on their own, they’re run 
by some independent board of usually management and union trustees or union -only trustees. But they cover a large 
number of employers. And the reason I think these are important and that the task force is looking at them is that they 
do offer some advantages in terms of risk management, if they’re run properly, that could be a part of the solution in 
pension reform if you do believe that there is a reason that we need some change. 

The reason that these are attractive to an employer is they look like a defined contribution plan. So it looks like an RRSP 
plan or a DC pension plan to them. They pay usually some kind of a fixed percentage of $0.80 per hour or dollars per 
hour it is. But once they’ve made that contribution then that’s it, they largely think their responsibility is over with and 
they may, . . . sSome of those people may happen to be management trustees on the board of trustees, but generally, as 
an employer, once they’ve made that contribution their job is pretty much done. It’s up to the board to then manage 
those contributions to apply to benefit. 

The advantage for an employee is that these plans look like a defined benefit plan. They believe they have some 
guarantees and, again, this is where there isare some issues why the task force is there. Well, are there really any 
guarantees or aren’t there? Because if the plan becomes unfunded, you can’t go back to the employer. You need to,to; 
you can try to get future contributions increased. Either that or you’ve got to adjust the benefit level. 

And it’s this management of this contribution that’s come in, and you do a separate pool trying to deliver a benefit to 
members that’s the best benefit you can based on the amount of contribution comes in. It’s a challenging thing but also 
it’s an interesting model that I think could be expanded further. And this is where we’ll get into target benefit -type 
plans.  

The key thing, though, is that if a deficit does occur, the employer, —except potentially in QuebecQuébec, which has 
different legislation, —is not on the hook to make up the difference, whereas they would be if it was a single employer. 

So, target benefit plans. Again, this is an option recommended in the Ontario Expert Commission. And again, the idea is 
in some ways very similar to a multi-employer plan, although we would like to see it being able to be done more with 
single employers or related single employers. Neot right now, it’s primarily, I’m not sure if it’s… . . . yYou need to be 
unionized and have a negotiation in order to have this work. I’m not aware of exceptions to that.  

The idea is maybe that could be extended to non-unionized situations where there’s no collective bargaining but there’s 
some agreement of a contribution going into a fund, either on behalf of a single employer or a group of employers that 
don’t have a connection. And then those benefits would be very similar to a multi-employer plan managed to provide a 
benefit to the thing. But it would be at a target level, not with a strict guarantee in terms of what the benefit level would 
be, axillaryauxiliary benefits that are provided. The board of trustees would make those decisions in terms of what level 
of benefit could be provided. 

That is, again, going to be looked at by the multi-employer/ Ttarget Bbenefit Ttask Fforce and later this fall we’ll be, at 
least from the actuarial profession, issuing some recommendations on that. 

I also wanted to just note a couple of other things. The, aAgain, this is going back to the Alberta-–B.C. Ppanel,. The 
Eexpert Ppanel in November of 2008 issued its report. And it’s a very lengthy report, it’s about 260 pages. If you haven’t 
read it, it’s a very long read, you may not agree with everything that’s in it, but there’s some very good thinking that 
went into it., Aa lot of public consultation. And the idea was Alberta and B.C. wanted to start changing their legislation 
together so that they would have, at least from the western provinces, have a common view as to what got them the 
pensions. There were sections in that report about another type of target benefit plan, specified contribution target 
benefit plans., again This is something that the task force, we’re is having a look at. 
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I’m going to talk for a minute about the ABC plan. The ABC plan was a proposal that was in the Alberta-–B.C. Expert 
Panel report. And the idea was somewhat similar to the Ambachtsheer plan but it was for either a western province plan 
or to potentially convince the other provinces to go on a national type of plan. It would be defined contribution. There 
would be some form of automatic enrolmentenrolment that employers could opt out of. And tThey suggested some 
contribution rates that would be the 3, 6 or 9 percent. Ultimately those might not have been the contribution rates but 
that’s what was suggested in that report. And tThe idea, I think, was really trying to address the coverage issue that 
something like 75 percent of working Canadians are not members of a pension plan. And tThe idea is, well, let’s get that 
number up then more people will be saving for retirement. 

My firm actually did some work on behalf of a labour organization looking at this plan and we just pointed out some of 
the issues,: in any kind of a defined contribution plan that there is still a unpredictability in the retirement income and, 
depending on how you arrange the investments and whether you apply annuities or just provide income, there still is a 
lot of retirement variability. So we did get a replacement ratio study. And again I won’t go into that, but it just showed 
that for the plan that they were proposing that there was a wide range of potential replacement, and we just did a couple 
of examples for different earnings levels and age at retirement, in this case age 65. That tThe ABC plan itself could 
produce something, 11-–19 percent of final earnings if contributions were made at the lower level of 3 percent of 
employer-employee and it could be as much as over 50 percent if fund returns were good and if the employers made 
contributions at the high end and employees also made those contributions. 

The numbers weren’t quite as good for early retirement being in a defined contribution plan. No surprise there.; Lless 
time to accumulate the assets, a longer period of time to pay it out, you get quite a lower early retirement -type benefits. 
But the main thing on that was that, —yeah, just to point it out, —being a defined contribution plan it does have those 
challenges in terms of what the stability of retirement income and the planning for retirement income and those really 
need to be looked at. I also maybe did challenge the need to establish a completely separate administration system to 
manage all this level of benefit.  

Again, somehow that could be done through the private sector but it seemed like there was a large administrative burden 
that’s going to be there. It was proposed that that would be looked after, it would not be very expensive, there’d be 
advantages of scale. Again, I just I think we need to think carefully about that knowing that working with smaller 
employers it’s going to be difficult just to get a payroll feed and to get this information, let alone with people who have 
very highly migratory working careers, keeping track of them can be somewhat of an issue. Anyway, it’s still out there 
even though the finance minister seemed to be hinting a little bit towards expanding CPP. The debate’s not over yet. 

Just to point out as well for those of you, and I’m hoping most of you are aware that the Canadian Institute of Actuaries 
issued this retooling document. And I was on a group that helped to draft that document. It Wwent out last October. 
And a couple of things. And in general it supported a defined benefit pension system and did recommend further work 
be done on multi-employer plans and target benefit plans, which I’ve already spoken about. 

There were ten10 key issues that were raised in the suggestions for an improved system., Tthe first being that pensions 
were important and that should be on the national agenda. And I think in general that’s been true. You see a lot of it in 
the press and there’s are a lot of proposals so it seems to be at a relatively high level now, but the actuarial profession felt 
it was important to keep it there until some changes were made., Tthat we should be developing a principle-based 
approach rather than a highly regulated type of approach.  

There waswere some more specific changes. One was looking at the nature of retirement itself, and encouraging and 
facilitating some forms of phased -in retirement would be useful. And the certain tax rules that make it difficult to do 
that now, that those should be looked at. Communication was seen as being very important, and this is back to 
individual working Canadians that they understand the pension system and get started on that at a relatively early age. 

Specifically, thinking of things to help employers out, one was to deal with some of the asymmetry problems.: Yyou put 
pension contributions in, you can’t get them back out. [The idea] was to have a side fund, an employer -sponsored 
pension security trust, and this might be another tool in addition to letters of credit to provide for financing that might 
be short-term in nature and prove not to be necessary. So tThe idea is that there appears to be a solvency deficit or a 
deficit, the employer puts money aside, —not directly in the plan but in a side fund where they can’t get a hold of it—
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and if subsequently it turns out that that money was not necessary, they could retrieve it back. SoWe’re trying to make 
that legislation to enable those funds. 

There was also, in terms of security legislate legislation, target solvency margins and to establish a task force on solvency 
margins and make certain changes to the Income Tax Act too, a well good margin to build up. And I believe that there is 
a task force on that, Monique? 

Mme Tremblay: There was something back then but it needed to be resolved. 

Mr. Williams: OK, it’s on the way. OK and fFinally, just to make pensions a bit safer, looking at changing legislation to 
give a higher priority to pension benefits in the event of an employer’s bankruptcy. There’ve been some high -profile 
cases where pensioners and active members had their benefits somewhat unexpectedly cut and the whole security of 
pensions, I think, reflects on the profession and it reflects on the industry. We should be encouraging a high degree of 
security, particularly if a pension has been promised, and that it’s in the event of the bankruptcy of an employer that it 
has a high priority in terms of being paid. 

And that was’s it,. wWith that I would then, I guess it’s on to Jacques. 

Mme Tremblay: And while Jacques gets to the podium, there are French copies of the slides at the back of the room. So 
we don’t speak French, but there areis French material for those who are interested.  

Jacques Lafrance: Good morning, everybody. The two things I will address with you this morning isare: first, what were 
the reactions to these proposals? The main proposal we’ve seen in the past few minutes. And also I will address the 
pension security proposal for higher security for the defined benefit pension plans. 

The first thing I want to say is in the last months several of the CIA’s post personspast presidents met with politicians to 
address these proposals and also all the CIA papers we mentioned. And I would like to make a brief report on how it 
went. In general, they were very, the politicians we met were really interested in the pension issues. It’s pretty high on 
their agenda. But what we’ve seen is that we’ve seen various viewpoints obviously, but also various levels of knowledge. 

Actually I was pleasantly surprised. I met one politician and he knew a lot about pensions and I thought we were asked 
to do a lot of education. No, we weren’t. Right through the specific issues and various details of pension proposals.  

No surprise, when we ended the meeting there was no commitment from them, “yYes, we agree with you, we’ll do 
whatever you want.” No. They would say, “wWe’ll think about it.” However, it was refreshing and in my mind 
reassuring to see that most politicians that we met basically said to us, “wWe like to see you. We see you as a very 
credible organization and you bring a lot of expertise to the debate.” 

I will address the three main proposals we discussed. The first one, the C/QPP straight DB, defined benefit expansion of 
the current plan. The second one I’ll address is the government -facilitated [ph 39:22] DC plan and in that one I include 
also the proposal made by financial institutions to offer province-wide or industry-wide or simply market big DC plans 
that would cover various employers. And the third one is the one that was addressed by Tony, the target benefit plan 
proposal. 

When we met with employers, or personally I met some employers, and discussed the C/QPP DB expansion., Ttheir 
general reaction iwas, “wWe don’t like it. We don’t like to pay more.” Especially when, if you see the number that Rob 
presented, I don’t think they would like that, to pay 20 percent contribution, no way. Unions are for that. If you go to 
some unions’ websites they are clearly supporting a DB expansion of the C/QPP. For retirees the same thing. Basically 
the more you get, the better it is. And they have a bad expectation that if we improve the CQPPC/QPP, their pension 
will increase as well, but that’s not what is being put on the table at this time.  

And for politicians, and when we were asked to prepare the slides before the PEI meeting. . . . So at that time we 
basically were told by politicians, “wWe’re not interested in a DB expansion of the CQPPC/QPP,.” bBut what a 
surprise, Mr.. Flaherty put an announcement saying, “nNo, we are somewhat interested in a moderate or gradual 
increase in CQPPC/QPP benefits.” And as mentioned by Rob, we’re not sure exactly what he means. So, but I would 
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say that if you talk to individual politicians, the one I met, is that they’re not really interested in a DB expansion of the 
CQPPC/QPP. 

With respect to DC plans, large DC plans, employers will say, “iIt depends.” Because they will say, “aAs long as it is 
voluntary, we’re not forced into that, no problem. And also we would like to have some private sector involvement.” 
Basically most employers are concerned that if we give that all to the government, or a government agency it will be 
badly managed. 

Unions,: this is clearly not their preferred solution. They much prefer DB. Retirees,: I was a bit surprised to see on the 
CARP website they were supporting this initiative, even though it will not give them much, if anything. Politicians,: 
moderate interest. And again, iIt’s a bit, I would say, of a rollercoaster. We saw earlier in the year Alberta and especially 
DBC had a keen interest in having a province-wide DC plan and now the interest seems to be moderate or low. So it 
depends. We’re not sure exactly to which politician you talk, there may be a high interest and for some other politicians 
no interest. 

With respect to target benefit plans, employers are for that. Many employers don’t like the current traditional DB plans 
where they bear all the risk. And they would like to see, especially within the accounting rules, to have a type of defined 
benefit plan that would be accounted as a defined contribution plan and target benefit plan dto have that potential. So 
we see a lot of future, and many employers see a lot of future, in those plans. 

Unions says, as I mentioned, they like DB but they don’t like necessarily to bear some of the risks, so they’ll say it’s again 
not their preferred solution. For retirees, it depends. They may say, “aAs long as my benefit is guaranteed I don’t mind.” 
But they need to understand that under such a plan their benefit would not be guaranteed. Politicians Politicians—or 
mainly regulators, I would say— are a bit concerned with that type of plan. And the main concern is they don’t want to 
have on the front page of the paper a news item that would say, “tThis company went bankrupt,” or, let’s say, the target 
benefits were not delivered. And tThey see a lot of big risk with those plans and benefits could be reduced. A, and that’s 
something that politicians do not like. 

And I will complete my presentation with a brief overview of something that has been a hot topic in the last few weeks, 
especially with the failure of some big organizations. The concern is they did have defined benefit plans and many 
employers still do have the defined benefit plans. And I will address only the private sector defined benefit plans because 
in the public sector the risk of an insolvent employer is almost non-existent. 

So the main proposal that’s been on the table the last, I would say in the last years, is pension guaranteed funds. Some 
organizations are talking about having a national pension guaranteed fund as we have in Ontario but with more 
coverage. Preferred creditor status upon solvency,: that has been a hot topic in the last few weeks because there are two 
bills that have been tabled at the federal government to provide more protection to pension deficits in case of insolvency.  

Deferred windup. This one is a bit more complicated and there are some variations. For instance, QuebecQuébec 
decided on a temporary basis, —but I suspect it may become permanent, —that if an employer goes bankrupt, there’s a 
pension plan in deficit, the retirees and those who are close to retirement do have the option to transfer the value of their 
benefits to the government. The government will reduce their benefits immediately based on the solvency ratio of the 
pension plan and then they will manage that money to up to five years. They have up to five years to transfer that to an 
insurance company and buy annuities. But in the meantime, if they do have actuarial gains it means that the pensions 
will increase. But if they dohave actuarial losses, the pension will not decrease. So we QuebecQuébec taxpayers will have 
to pay for it.  

So, uUnions are pushing for this., Ssome unions that would say, “nNo, in lieu of transferring that to the government, 
we’ll transfer that to some kind of board of trustees and it will be managed by the union. So why liquidate immediately 
the pension fund.? So lAet’s allow us to manage that fund for several years again.” Better funding. I will not expand that 
to actuaries.  

And the last one, we didn’t hear a lot about it, but if a company goes bankrupt, there’s not enough money in the 
pension, why cut everybody at the same level.? Should we, for instance, provide a higher level of security for retirees 
because they cannot return to work to compensate for the loss? So mMaybe those people should have higher protection. 
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In terms of reactions to these proposals., Ppension guarantee funds, employers clearly do not like them, I would say 
probably based on the Ontario experience, which has been not very good. Unions clearly are pushing for that and that 
has been one of their main requests. Retirees are obviously fully for that. And politicians, again, they are reluctant. 
Basically it is complex how to manage, and the pricing of how do you determine the premium to be charged for this 
insurance scheme is a very big challenge.  

Preferred creditor status.: Eemployers are clearly against that because it does have an impact on their credit line or also 
the value of their bonds. So iIt clearly has a big impact in terms of how they can finance their debt. Unions are pushing 
also for this,; more protection, no problem. Retirees again, the same thing. Politicians are concerned because it could 
have an impact on the overall Canadian economy if employers cannot raise capital or they have problems with paying 
their debt,; that means that it will have a bad effect on our economy. 

Deferred windups.: an Eemployer would say it depends on the way it is done. But they really don’t mind because they 
are bankrupt at that time. Unions, I put light green because yeah, it’s a good thing, but it’s clearly not the preferred 
solution again. We would like first to have better security and then if it goes bankrupt and the pension is in a deficit 
position, then it would be an option. Same thing for retirees. Politicians,: I am concerned that they like too much this 
idea too much. And there areis not enough concern about weus taxpayers and what we have to say about it. But I think 
most of them they would not jump to do that bandwagon without thinking about it.  

And my final slide about better funding.: Employer would say, generally speaking they employers would say, “yYes, we 
are for better funding of pension plans, but it depends. We would like to have more flexibility for our contributions and 
also, if we’re forced to better fund our pension plan and the way our surpluses are being developed, we want to have that 
right to take this surplus, the benefit from the surplus. They don’t like the current surplus deficit asymmetry that we 
have under the current system. Unions,: no problem. Retirees again,: if we have better funding that means more security, 
no problem as well. And politicians also and regulators are pushing for better funding. But especially for regulators, the 
way they see better funding is more requirements, not necessarily more flexibility. 

And finally, priority order for asset distribution. Employers do not have any opinions on that. Unions would say it 
depends. The retirees also would say it depends, but they would say it depends, yes it’s for us first, no problem. And 
politicians are very reluctant.  

Just as an anecdote. There was an issue in New Brunswick. There was a company that went bankrupt. And something I 
learned during an experience there,: New Brunswick regulations were providing a higher priority for retirees and those 
close to retirement. When they distributed the pension assets of that bankrupt employer pension plan there was no 
money left for active employees. So the active population complained and some politicians were concerned that they may 
lose the following election so they changed their ?? [51:10]. . . regulations to compensate the active employees and then 
the retirees complained because they were cutting their benefits. So iIt was a mess. So before doing that I would say it has 
to be clearly communicated and very well thought out. 

Mme Tremblay: So, your turn. I would start maybe asking whether you have reactions, surprises, questions to what 
we’ve presented. And after that I will ask you questions if you don’t come forward.  

U-M: Just a different nuance that I don’t hear anybody talking about: that as a practitioner I think is important to enter 
into this discussion and sort of weighing the context. I only have one pension plan that isn’t closed. I only have one DB 
pension plan that isn’t closed to new members. And in our office in Toronto almost all the pension plans are closed to 
new members. So I actually have no hope of resurgence of DB plans. I just don’t think that’s going to happen in the 
context that we’ve seen in the past. And one of the reasons too is, —and it’s also why I don’t think DC, like group 
RRSPs per se, are the answer, is that —employers don’t like the fiduciary responsibility of managing retirement assets. 
And nobody really talks about that aspect of it. Maybe it’s buried in the sub-context, but it doesn’t get to the surface very 
often. So I think it’s worth exploring that a bit more. 

And maybe I’ll answer your question with a question. And that is one of the insights I got from a former finance minister 
in Ontario was that, and I think Rob touched on this, pensions is not an issue anybody’s going to win an election on. 
Therefore, the politicians really have no vested interest in this. And so you’ve got this interesting dichotomy between the 
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politicians who are trying to avoid a problem and the bureaucrats who have to write legislation. And I think that the 
insight I got from this discussion was that the politicians would love it if all the parties concerned could actually get 
together and solve the problem for them. And I don’t know whether the CIA just saw themselves as a objective observer 
expert witness or whether there’s a role for the CIA because we don’t have a vested interest, we’re not a financial 
institution, we’re not a union, whatever, to try and pull some parties together. I know we’ve talked about the national 
pension forum, discussion or whatever, so I’ll leave you with that question. 

Mme Tremblay: Maybe I’d like a few questions and then ask the other panellists if they want to add something. I think 
we saw the, we have an alignment of stars to be, . . . aAll the politicians don’t like it because you’re right, it doesn’t get 
them elected,. bBecause of the financial crisis and the conversation it created as a result of the implications on people, we 
saw an opportunity for the CIA to sort of push the politicians to act. I don’t think us alone can do that; however, 
because, as we expected, everybody else was requesting things, the fact that we can provide a background and analysis of 
what is going to be happening we feel is extremely important at the moment. So, wWhich is why we’re taking the 
previous commitment of energy and resources at the CIA and we made it a strategic priority to get into this. So I don’t 
know if you want to add. 

M. Lafrance: Barry, your point about, for instance, the facilitator between employers and unions, that’s something we 
discussed and I think we still need to discuss. Your point is well taken. Actually, I met the QuebecQuébec minister in 
charge of pensions with other people of the CIA and he exactly said to us exactly the same thing. He said, “I have unions, 
I have employers,. tThey disagree,. wWhy don’t you be the facilitator and come up with an agreement between the two? 
If they agree then we won’t have noany choice but to simply implement that.” So today I think we have a role and we’ll 
need to discuss that in the next months. 

Mr. Brown: I wanted to say a couple of quick things. I was in the previous session that you did so well and I want to get 
up and talk about two pages of a newspaper. And tThe left -hand side says, “DB plans are now perfect.” And the right -
hand side says, “lLast DB plan closes.” This is what we’ve been working for and in some sense the regulators have been 
working for is: let’s make DB plans perfect, and every time they add another regulation several DB plans disappear. So I 
think we have to back off and say, “lLook, there is risk.” How are we going to come up with a system where the plan 
sponsor employer can be happy with the level of risk that he or she has, and the worker can be comfortable with the level 
of risk that they’ve been given.? And I still think target benefit plans are possible and that they can be viewed as more DB 
than DC, even though for the employer they’re DC. 

Now having said that, I think governance is then critically important., Bbecause of this fiduciary problem that you’re 
saying quite correctly. So I think joint governance needs to go hand in hand if you’re going to bring in target benefits. 

(aApplause) 

Mme Tremblay: OK. Please identify yourself. 

Gordon Lang: Yeah, Gordon Lang. I was surprised in Jacques’ presentation that he didn’t include the biggest stakeholder 
of all, the taxpayer. Because as I see it and I read extensively, particularly in the U.S. and the U.K., public service pension 
plans have risen to be a major political animal. And when you see the likes of Greece imploding,  and of course we’ve got 
a Greece in the United States called California., sSome of us in western Canada think we’ve got one in Canada called 
QuebecQuébec, but we’re not going to debate that one right now.  

We have a situation where a great many taxpayers have perhaps RRSPs or perhaps nothing and yet we see a situation, —
although I remember Mr.. Flaherty swearing on the bBible virtually that we taxpayers were not going to bail out the 
General Motors pensioners; —in the latest Ppension Bbenefits magazine the GM pension plan increased by 69 percent 
in a year. And my understanding is directly or indirectly that was taxpayer money. We’ve seen the pension benefits, 
guaranteed funds in Ontario literally fail, as the one has in Washington, DC. Again, who do they look for to solve the 
problem? The taxpayers. This I submit is not going to happen in the future. I believe that the CIA should be trying to 
direct information, not an agenda, but information, professional information to the general public as much as to any of 
these other groups because it’s the taxpayers at the end of the day who are going to take the hit. 
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Mme Tremblay: Anyone who wants to comment? 

M. Lafrance: I agree. Actually, I saw Daniel, but Daniel left but we did something, but; I don’t think we probably didn’t 
do enough and probably we should do more in informing the public about what really is the truth. However, I must say 
that with respect for the example of the Ontario Pension Guarantee Fund, my understanding is getting the information 
is difficult. So it’s not that easy, but we could do more. 

Mme Tremblay: But you’re right that I think indirectly we have behaved in a way that where we didn’t want to add a 
burden, but we haven’t said it as explicitly as we could have maybe. So we’ll make a note of that. 

U-M: With respect to the CPP, three quick questions. With respect to the legacy liabilities, how long does that 4 or 5 
percent additional contribution, when would that end, Rob? Secondly, with respect to fees, do you have any sense what 
are the fees, administrative and investment fees that the CPP is, . . . I’ve heard a number around like 70 basis points? 
And third on the CPP, is there a fear of if you do increase this fund, is there some breaking point where this fund is just 
so colossal in size that there’s are too many eggs in one basket there? Maybe you could just comment on those. 

Mr. Brown: I’ll do my best. Michel, I should probably turn to you for the first question. In terms of the 75 -year 
projections, that legacy cost continues forever. I got it right. OK, thanks. Fees,: fees are also difficult to come to grips 
with. For example, I can tell you that CPP administration plus CPPIB administration is less than 50 basis points, but 
then CPPIB is paying some commissions to some brokers. I don’t think those numbers get into thatthose 50 basis 
points. Michel? 

Michel: I think maybe 70 basis points would be more in line. 

Mr. Brown: 70Seventy sounds right, okayOK. Is the fund, cCould the fund become too big? Yeah. And we’re not the 
only country talking about this. I mean, you’re talking about situations where these pension funds or sovereign funds, —
I know ours isn’t a sovereign fund, but in other countries they have sovereign funds, —they could in fact run out of 
investments, they would be bigger than one year’s gross national product. And not only is it difficult then to invest 
Canadian. I mean yYou’re going to own the entire stock market. But you’ve got several of these funds now chasing each 
other around the world so after a while who’s going to buy what? It’s something that isn’t talked about enough so I’m 
glad you brought it up. 

John Hill: It’s John Hill. I have to say I’m still shaking my head a little that it was suggested in the retooling document 
that priority be given to unfunded pension liabilities. It all sounds, it sounds very nice to be protecting these people but 
it has very serious implications to companies to be able to raise capital. It also affects the value of bonds, which then 
affects the value of all the other pension plans and the savings of everyone else in the country and seniors, so it’s, I think 
it may have good intentions but I think it would have serious unintended implications, and not good ones. 

Mme Tremblay: I’d like to make a little nuance to your comment because what the retooling document said is we 
should look into it. Because for the reason you are raising, we were aware of the fact that there are implications on bond 
rating and everything and we were not in a position, . . . wWe didn’t have time to do a study to really quantify it or 
measure it. So for that reason we said it is an avenue that needs to be looked at, but it’s not something that must be 
done. So we were very careful in the wordsmithing of that one, believe me.  

And tThe Pension Advisory Task Force actually had discussions after that bill was tabled by those MPs, as was 
mentioned earlier in this presentation, and we actually called upon an actuary who had worked for a rating agency to 
give us a bit of education on what it meant and our thinking, —we haven’t fully decided yet, —but we might decide to 
put together a little task force. So maybe you’ll be volunteering to join that task force.  

But to formalize that, to see is this something that makes sense and, if yes, under which conditions and how gradual 
should it be, or it doesn’t make any sense because. Because right now everybody is throwing numbers. . . . Some people 
say, “oOh, it’s no big deal,” and other people say it’s going to be the end of some companies because they won’t be able 
to borrow a penny without paying X more risk premiums than they pay now.  
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So nNobody agrees on the magnitude of that effect and since we’re supposed to substitute facts for appearances, it’s 
certainly something we’re considering— possibly in the short term, depending again how hot the issue becomes, because 
as you could see in the discussion, we are a very ?? [1:05:09] and spread very thin to some extent on where we can invest 
the energy in the short -term horizon. So wWe’ll certainly get the ball rolling on some topics, but we’ll give priority to 
others that we sense will have more impact in the political.  

I like the way Rob summarized Minister Flaherty’s announcement, by the way. And, because iIt is true that no matter 
how hard we tried, that’s just as much as we could find. So tThere was a tiny phrase in that announcement that Rob 
didn’t mention, where he said they will create a group of experts to look into it. So oOne thing we’ve done through our 
connections at the CIA is try first of all to get a definition of, who the group experts were supposed to mean, and then 
find out how we could get invited to be part of the group of experts. So wWe don’t have any definite conclusions so far. 
So it’s hard to know whether they know more than they say, but they don’t want to be attacked immediately because of 
those polarized views that are out there, or because they’re starting with a blank piece of paper pretty well having been 
told, “yYou have to do it.” So that’s what we’re trying to determine.  

But I’d be curious to see what the group feels also on something else, because the CIA so far has been very careful to 
comment on topics that are actuarial. And as Jacques said, when we visit politicians, what they want is you in fact to 
endorse what they think should be done. So, for example, the white paper contained a lot of analysis, as if we go, “tThis 
way. tThis is better than that,” and blah-blah-blah. So sSome ministers or politicians we talked to said, “so iIt means if I 
come up with this ”—and they are very vague about what does it mean by this—, “I can see the CIA endorses your 
proposal.” So tThey are looking for support without telling what their game plan is. So it’s been interesting. 

And the other area where they expect detailed answers is they want us to comment. I’ll give the example of vesting and 
locking in. I don’t know if you thought recently about the extravaganza and originality that was demonstrated in Canada 
about administration of vesting and locking in. So vVesting is not so bad because it sort of varies a bit between provinces, 
but because the periods of service over vesting are short, differences vanish quickly. But locking in and unlocking rules 
and emergency cash-outs or wheren you can draw your assets . . ..  

Recently I represented the CIA visiting FISCO [Financial Services Commission of Ontario]. FISCO has an interesting 
initiative. Every year they host a meeting for what they call stakeholders. So there’s are about 12 to 15 entities, groups, 
under that label. And they don’t get the 15 in the room at the same time, but the CIA was there with the lawyers and the 
accountants. So tThey go over the strategic priorities, explained what they’re going to do in the next year and, again, it’s 
FISCO so it is the compliance and operational individuals. It’s not the legislators holding the pen to change laws and 
they remind you of that every five minutes,: “wWe’re the regulators. We can’t do this without that, we can’t do that and 
that.”  

So aAt one point they showed on their slides their budgets and where the money goes administering that entity. And 
there was one number that was not huge compared to the total, but surprising, and I couldn’t figure what it meant. So 
aActuaries always like not to be too picky about a little bit anyways, as you know, so I asked, “wWhat is that number?” 
So tThey said, “oOh, it is the number that, it is the budget for the staff that looks after individuals who apply for 
financial hardship and want to withdraw locked -in money.” So tThey had withdrawn and approved and processed 
individual cases within one week for $300 million just in Ontario, just last year, for financial hardship. Withdrawals of 
locked -in amounts. 

So wWhen I’m looking at this, and looking at the aggravation and frustration of employers inat administrative costs of 
pension plans, and when I look at all that money going to lock, -unlock play games on money, I’m a pension actuary so I 
want people to have enough money for retirement. But iIn practice we’re pretending it works, but it doesn’t. So sShould 
the CIA get involved in saying things like that? So I’d be curious to, because we’ve avoided to talking about any subject 
and this is an example of topics. There would be dozens where politicians and regulators would like to hear us. But so far 
we’ve stayed away from those things. We’ve said, “iIt’s public policy, it’s your decision, you’re the politicians.” So wWe 
say it should be simple, it should be uniform, but we don’t say what it should be, or what it could be, or what the 
implications are on those topics. So aAny thoughts on that, or anything else? I’m just telling stories; even you probably 
want a drink and to have lunch instead. 
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Jerry Loterman: Jerry Loterman. Sure, I’ll take up your challenge on that. I did work for FISCO or PCO back in the 
days when I was there and I think one of the issues I heard about was that they got more phone calls from the public 
about unlocking, and especially for hardship -type reasons, than any other type of call. And my understanding is that was 
true of virtually every regulator in Canada. Now I’m totally with you, I don’t like unlocking at all from an actuarial, 
technical, just retirement point of view because I think people should use that money for retirement. But there is that 
practical issue of that’s where complaints went in and that’s why virtually every jurisdiction across Canada now allows 
some unlocking. 

But personally, from the CIA’s point of view, I think we should say that we’re against unlocking.; Aat least most 
actuaries I’ve spoken to are against it. But tThere is that very practical side, but maybe we can recognize that. 

Mr. Brown: One of the impractical sides is that person has a financial advisor whispering in their ear that they will earn 
them 8 percent per annum from now till the sun can’t see. 

U-M: 8 percent? 

U-M: 9? 10? 

U-M: More!. 

Mme Tremblay: Who has been your advisor, Rob? We want to meet him. But you’re right, I had a discussion recently 
with my advisor because I have a LIRA and he wanted to play games to unlock as much as we could. And I said, “I 
remind you, my friend, that my LIRA is QuebecQuébec-based,. cConsequently all you’re telling me about Ontario rules 
doesn’t apply to me. And plus I’m going to buy an annuity with the money, by the way, so you don’t have to worry, I 
won’t have any aggravation from this.” And obviously advisors don’t like annuities either because commissions are lower 
so, than mutual fund trailer fees. So wWe have not resolved completely that discussion yet. But… . . . but I’m definitely 
getting an annuity quote, anyways. 

On the CPP expansion, assuming Mr.. Flaherty meant something is going to happen, in the white paper we said- —
Jacques has to catch a flight. So tThank you, Jacques. Good luck with Air Canada. 

(Applause) 

So iIn the white paper we said if anything has to be happening on the QPP/CPP expansion side it should be the YMPE 
increasing, not the level of benefits. Is that, wWe said it in a 35-page document as half a paragraph. If it sounds like it’s 
heading that way, do you think the CIA wants to, —or if it’s not heading that way and it’s heading on other proposals 
that are more frightening, like affecting GIS and those considerations that Rob raised earlier, —how strongly do you 
think we should be going on more specific points as the debate gets more definite? Because so far, yes, we’ve been 
fortunate to have very good thinking among the drafting committees and task forces we’ve created to create very good 
debate and very good substance for discussions. But I see the day coming where we’ll have to get very specific very 
quickly. So aAny reaction, guidance on the dos and don’ts? 

U-M: I’m not an expert on the history of CPP and so on either, but my sense is that it was originally set up because there 
was a problem seen in poverty of the elderly. And the indications from Mintz, the study is that that has been largely very 
effective. And I don’t see a sense that there is a problem of impending increases in poverty of the elderly. So I’m still 
struggling to see why an expansion of CPP is desired from, . . . like wwhy it should be a mandated program. I mean 
increasing everyone’s benefits is a nice, is a good idea, I suppose, but there is also some element of self-determination, I 
believe. 

Mme Tremblay: Thank you.  

Mr. Brown: I’ll just make a comment on that, John. I think part of what happened between Whitehorse and PEI was 
there was an awful lot of lobbying coming from the union side and I think the Canadian Labour Congress followed the 
public consultation meetings across the country and made it quite clear that, at least from labour’s perspective, that there 
wasn’t much support for a private system,; there was more support for an expansion of the Canada Pension Plan, and 
they brought forward many examples of people who seemed to have fallen through the cracks. And I think that, I heard 
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that, for example, there was a petition from PSAC with 100,000 signatures dropped on their desk right before that. So I 
think some of that had an influence about why it got raised a little bit. So I think tThey found that the message in 
Whitehorse was not a problem, not going to do anything, and there was a reaction and that’s why this. . . . And actually 
tTo be honest, I do favour an increase in Canada Pension Plan of some degree, not what Mr.. Dussault was saying about 
nationalizing the system, but some, doing something for a large number of Canadians [that where] that’s all they’ve got. 
There seems to be something that needs to be done, but it needs to be done sensibly because there is the GIS, and so 
you’ve got to work the numbers out so it makes sense,. wWe’re not spending money for nothing.  

U-M: Seems to me we should get a petition together with 100,000 actuaries on it. 

Mme Tremblay: That’s a good idea. 

Mr. Brown: CPP has been part of three systems that have alleviated poverty., Tthe other two being OAS and GIS. And 
if you go back, GIS has been increased in an ad hoc way several times. It was meant to be temporary. It was meant to 
disappear when the CPP matured. It’s never going to go away in some form. You’ll remember they tried the seniors’s 
benefit and it didn’t work, but GIS is going to be there in some form because it does in fact alleviate poverty.  

Now there’s are a number of advantages of expanding the CPP. We listed three of them. I would also point out 
portability above the three that were listed. But going forward, there’s a fair bit of research and an increasing number of 
papers saying that the problem group, the population at risk, are those earning between $44,000 and $88,000. I picked 
those numbers because they’re the YMPE to twice the YMPE. The really rich, nobody worries about them. They’re 
going to get by. And the really low income have OAS, GIS, CPP. And, in fact, their replacement ratios can be more than 
100 percent. It might be going from low income to an extension of low income, but they do have high replacement 
ratios. So there is a concern about the people between $44,000 and $88,000. 

U-M: (off mic) What is the risk? ?? [1:18:53] 

Mr. Brown: The risk is they’re not saving enough for their retirement. 

U-M: (off mic) So they can’t have a golf club membership but they have a roof over their heads, they have groceries on 
the table, and . . .… 

Mr. Brown: Well yeah, the political system is meant to do more than guarantee subsistence. They’re voters by the way, 
all these people have voted. Anyway, Barry? 

Barry Gros: Barry Gros again. I think pPart of the answer to that question too is very simple. No government in Canada 
has, maybe I don’t want to call it the guts, to pursue one solution. And so we’re going to get a balanced fractured 
solution I think to this, and I think that’s going to be part of it. On the CPP, I think what we can do is I think there are 
more and more if you have to go that way, right, thanthen I think there are more merits on increasing the YMPE than 
increasing 25 percent. I think wWe can focus on the diversification that we have. I think tThat’s important. I don’t 
think, wWe can probably point to other countries where they’ve had all their eggs in one basket for retirement savings 
and it’s proved detrimental to them, in particular parts of Europe. So I would offer that. 

The other thing, though, I think is the real elephant in the room on all of this: is the public sector unions that are 
pushing for increased CPP don’t say anything about how they’re going to react to requests to reduce the benefits in their 
plans because if you do replacement ratio analysis, after tax replacement ratio analysis on public sector plans, those plans 
don’t, those people don’t need any more money, okayOK.? They don’t need it. So to say that, “okayOK, we need to 
increase CPP,” and then to say, “bBut we don’t want to reduce the benefits we have,” is really, really not acceptable. And 
I think that’s something that we could educate the public about as well.  

Mme Tremblay: Thank you. 

Doug Chandler: I’m afraid I’m going to speak with both hands today. Doug Chandler. First of all, it’s probably safe for 
the Canadian Institute of Actuaries to say we don’t like the idea of increasing the benefit at the low end simply because 
it’s not needed and all the studies have shown that. But as for the question of increasing the YMPE.: Oon the one hand, 
a fairly strong technical argument can be made that the YMPE has not kept up with what the inventors of the Canada 
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Pension Plan intended because of technical problems with the average wage. The average wage since the YMPE was 
linked to the average wage has not increased more than CPP, and Rob, you mentioned earlier that we normally assume 
some, that the average wages are just going to stay ahead of CPP, because of the way it’s calculated. If you look at per 
capita T4 earnings, if you look at productivity. The productivity hasn’t flowed through into the average wage for 
technical reasons. And if you go back to that you could probably make a case that the YMPE ought to have been a lot 
higher than it is now. So I don’t know if that’s an argument for changing social policy now, but that issue is out there. 

Second comment. If you look at the value of certainty or the cost of risk if you like, there’s a lot more value of certainty 
around the retirement income that used to pay for food, clothing and shelter than the value of certainty around the 
retirement income that’s used to pay for vacations and estate building and entertainment. And a case can be made that 
DB or imposed DB from the government is not the right solution for that top tier income, even for somebody at the 
$70,000 or $80,000 level. And moreover, defined contribution might be more suitable or something that can be 
withdrawn in larger chunks for things like unexpected medical expenses. You don’t need level income for those things. 
You do need level income for food, clothing and shelter. 

So on the one hand there’s a technical argument for increasing the YMPE. On the other hand, it might not make 
economic sense. 

Mr. Brown: I’m going to question the technical element and again, I’ve got Michel here because I can’t carry everything 
around in my head. But there’s a difference between average wages and average earnings. And I think the YMPE is 
supposed to be earnings, not wages, right? 

Michel: (off mic) It’s average weekly earnings. 

Mr. Brown: Earnings but not wages. And in fact, it’s actually gotten ahead of . . .… 

Michel: It’s ahead by—... 

Mr. Brown: —Yeah, it’s not behind, it’s ahead. 

Michel: (off mic) ?? [1:23:29]. 

Mr. Brown: So you have to be careful whether you’re using wages or earnings. 

U-M: Well the average earnings comes from the employment survey where they ask for payrolls and number of 
employees and it hasn’t kept up with T4 earnings.  

Mr. Brown: OK, I’m not going to drill any deeper. Anyway, it’s complex. 

Mme Tremblay: Thank you. 

Joe Cunningham: It’s Joe Cunningham from Vancouver. I’m somewhat surprised that in this discussion today about all 
the things that have gone on there has been no mention of increasing the retirement age, especially as this solution is 
being put forward and implemented in several other countries. Can you comment? 

Mr. Brown: Well . . .... 

Mme Tremblay: I guess I’ll… . . . oOh, go ahead. 

Mr. Brown: There’s are a couple of things there. First, Canadians have accepted or appear to have accepted the 9.9 
percent contribution rate to the CQPPC/QPP. And the actuary tells us that the plan at that level is sustainable for the 
next 75 years. So unlike OASDI [Old-Age, Survivors, and Disability Insurance] and some of the systems in Europe, we 
don’t feel the same pressure within social security to change that age. 

I think I wrote my first article about raising the normal retirement age in 1984. And I’ve got to tell you a little story. It 
will only take 15 seconds. My brother phoned me up later that evening. He says, “I was around the water cooler this 
morning and these people were talking about this article in some newspaper about raising the retirement age.” And I 
said, “wWhat idiot would ever propose that?” He said, I then read the article and it turned out the idiot was my brother.  
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But what I then have to follow up with with many, many audiences, if we could get the actual retirement age to be 65, 
we would have done a wonderful, wonderful thing. Ontario teachers retire at age 57. Civil servants retire at age 60. If we 
could get the real retirement age to 65 it would be a marvellous event.  

Mme Tremblay: Just an additional comment. The retooling document when we were talking about retirement feds 
retirement and retirementtrends and behaviours, we’re aiming to that not as explicitly as you’re suggesting of raising the 
normal retirement age. But certainly it’s changing behaviours and, for example, on the proposed changes to the Canada 
Pension Plan versus the QuebecQuébec Pension Plan in the public consultation a few months ago,: in Ontario the 
proposal that was made was not to change the ages but to make the reduction more severe if you go between 60 and 65 
thean it is currently on a phased -in basis. and QuebecQuébec made with something else, said they didn’t call on 
changing behaviours. And it is a comment we made at the public hearing to the QuebecQuébec Pension Plan to say that 
first of all, you should be consistent between Canada and QuebecQuébec Pension Plan on these types of things. But 
more importantly, you need to do things that will give messages and change behaviours. 

So yes, if we make it 67 it’s hard to sell politically and they had a hard time in the States. But if we can change at least 
behaviours and have the people in QuebecQuébec stop retiring before age 60, which they do, and people in the rest of 
Canada —I think under CPP 61 is the average retirement age or something like… . . . yYeah, so I wasn’t too far off. 
Thank you. And, so jJust move it a year or two and there’ll be a big difference in costs, and looking at the longevity that 
we showed that yesterday, I think we need to change those behaviours. 

Mr. Brown: I’ve been telling my son, who’s now 30 and entered the workforce, that he should be prepared to retire at 
age 70. Not that I expect to retire at age 70, but by the time he gets there, and he’ll probably live to 100, so he shouldn’t 
worry so much about that. But that there is a cost to society of having too early a retirement age and it’s going to get 
more expensive in the future, the longer the people live. 

Mme Tremblay: So I think we’re experiencing a lapse rate here. So yeah, which is a signal that it’s time to bring this 
session to an end. But this is certainly a very alive topic and situation, so the Pension Advisory Task Force is still in 
existence and its main role is just to keep the CIA rolling on the public policy issue. So aAny ideas, suggestions, thoughts 
you have, you can find us in the CIA internet site. So tThank you to my colleague speakers and to you. 

(Applause) 

{End of recording] 


