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Moderator Conrad Ferguson: Good afternoon and welcome to this panel discussion on the Consolidated Standards of
Practice (CSOP) and the Standards for Public Personal Injury Compensation Plans (PPICP). The purpose of this session
is to present a brief overview of the recently released “Standard of Practice for Public Personal Injury Compensation
Plans.” The two panelists today will give highlights of the standard both from the perspective of the Committee on
Consolidated Standard of Practice and from the PPICP perspective. We hope to generate as much discussion as possible.
This document is at the exposure draft level and the next step is adoption of the standard, provided it is generally
accepted, and that is where your comments and feedback are extremely important.

The two panelists that we have today are David Howe, representing the Committee on Consolidated Standards of Practice,
and Jill Flicht, representing the Committee on Public Personal Injury Compensation Plans. Mr. David Howe is a member
of the Institute and has been involved in pension consulting to clients for many years. He participated on numerous
committees of the CIA and has been involved with the Committee on CSOP for longer than he cares to remember. Jill
is a partner with a national consulting firm, as well, and has been a consulting actuary in the pension area and also in
the workers’ compensation area. She has also served on several committees of the CIA and is currently chairperson of
the Committee on Public Personal Injury Compensation Plans.

I hope you will find the comments helpful in understanding these new standards, and, again, I do wish to get as much
feedback as possible from you as to how you feel about the standards and where we should go from here.

Now, I invite David Howe to provide his comments.

Mr. David F. Howe: Good afternoon. Actually, it is probably not true to say that I have sat on many committees; I have
just sat on the same committee endlessly, it seems. Ken Clark, of course, now holds the record but, in 1991 when I joined
Eckler Partners, he came to me and said, “I have this committee that I would like you to sit on.” I think I am now
on my tenth anniversary.

We have just been informed that the electronic actuaries did not necessarily receive the exposure draft. Did all of you
actually get this exposure draft in advance and have had a chance to read it, or did some of you just pick it up before
you got here? Put your hands up if you didn’t get it before today. A few members are indicating that they did not receive
it. Was that a breakdown in the system? Since it is an exposure draft, it is getting close to final, and, as Ken said, our
profession has a habit of getting excited about things at the last minute – but it is difficult to get excited about something
you haven’t received. We will pass this information along.
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Today, Jill and I are planning to run through a brief history of how we got to where we are. I am sure you all realize,
relative to the existing standard, that some of the existing standard has now gone off into the general standards and some
of it remains in the practice-specific standard. I am going to say a few words about the general standards, and Jill is going
to say a few words about the practice-specific standard and the issues around that. We have organized this so that you
will have lots of time to comment.

Actually, I think we have the shortest standard and the longest name. Perhaps that is our primary claim to fame. Some
of you will, no doubt, remember the original “Green Monster,” as it was referred to, and this was really the start of the
process. Last year, there was a discussion draft issued relative to workers’ compensation insurance, as it was then called.
Comment was called for and we received only one comment letter but it was very good and so it kept the committee
busy. This comment letter and other issues were discussed between the Committee on CSOP and the practice committee.
Finally, the exposure draft was issued in May of this year and we hope that it identifies all the changes and footnotes
particular issues.

Just so I could remind myself where everything went to, I went through the existing standard and the new one and
said, “Well, where has all of this gone?” Although you can’t come down to an absolute definition because some sections
have been divided up, basically everything from the current standards have gone into the general standards. The
exceptions are the following: the types of plans covered and the scope is, obviously, practice-specific; and the guidelines
as to how those standards relate to other public plans; and the monopolistic characteristics. These remain in the practice-
specific standard. Probably most of the disclosure of assumptions has moved into the general standards and some of the
economic assumptions now essentially reside in the general standards, and some of the reporting as well. So, basically
the existing standard has been split up in that manner.

One of the challenges we had in doing this was that you read it so many times that, by the time you read it for the
twelfth time, you have forgotten why you put things there or moved them around. This weekend, I read through this
and have concluded that we didn’t miss anything serious in moving things into the general standards, but we may have
done so and that is what we need comment on from you.

Since last June, there have been a couple of changes. One was the definition, in that it is now the “Public Personal Injury
Compensation Plan (PPICP).” It was a struggle for us to try and come up with a title that we felt adequately described
the standard, and, in fact, this title was adopted based on the suggestion and recommendation of the practice committee,
which is still called the Committee on Workers’ Compensation. The other item was the issue of “virtually definitive,”
which is now a defined term in the general standards and is used fairly widely. It is used a number of times in the pension
practice standards as well, and so it was felt that it was a good idea to try and define what it meant. It almost sounds
like a contradiction in terms, but it was the best words we could come up with in the circumstances. So, those are the
changes that have taken place since last June.

I should say that this is not actually my field of practice and so I got the job, really, of managing the process rather than
anything else. I think that it probably went a little smoother because Jill happens to sit in the office next to mine and
so we could shout at each other through the wall and that speeded up the communications.

So, Jill, perhaps you would carry on.

Ms. Jill M. Flicht: Thanks, David. I thought I would talk a bit about the changes that we have made since the discussion
draft from last June, and they have basically been focussed on a few issues. I have to say that I was appointed chairperson
in between the discussion and exposure draft and so I quickly familiarized myself with some of the issues. As David said,
in response to the discussion draft, we did receive one very thorough comment letter. However, not a whole lot of that
was incorporated into the exposure draft since the issues that were raised in that comment letter were beyond the scope
of this standard. They were actually very important, big issues for the Committee on Workers’ Compensation, and many
of these issues ended up as priorities for the committee. I may touch on a few of them.
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One issue that came up in that letter a number of times is “scope.” We have been struggling with defining our scope
since I can remember, and when the Committee on Workers’ Compensation met last March, we continued to struggle
with the definition of our standard and our scope. We ended up changing the name of the public insurance plan to
the “Public Personal Injury Compensation Plan.“ Although it may be a very long, hard-to-remember name, I thought
it might be useful for me to read the definition because we think it really captures the scope of our standard. “The Public
Personal Injury Compensation Plan is a public plan whose primary purpose is to provide benefits and compensation
for personal injury. The compulsory coverage, monopoly powers, and assured continuity of the plan often requires the
selection of methods and assumptions which differ from those which are appropriate for comparable benefit plans
provided by the private sector or an insurer.”

We think that the definition addresses a number of the issues that were raised – in particular, the applicability of our
standard to other public insurance plans. If you look at our standard, we apply to workers’ compensation boards and
we apply to the SAAQ, which is the public auto insurance plan in Québec. The question has been raised many times,
why don’t we apply to the other public auto insurance plans, namely, those few out west? The answer that the committee
came up with at our March meeting was that the SAAQ primarily provides benefits in respect of personal injury. Although
there are some property and casualty compensation components to their benefits, it is primarily for personal injury. As
a committee, we didn’t feel that we had enough knowledge about the British Columbia, Saskatchewan, and Manitoba
plans. One of the committee members is actually in the process of drafting a paper that investigates the nature of those
benefits and we intend to look at them more closely to see where they should lie in terms of standards.

The other issue in terms of scope is whether this standard should apply to employers who self-insure workers’ compen-
sation benefits. At present, it does apply to self-insured employers, but there are some concerns particularly among some
of the consulting practitioners who work for those employers about the differences between the needs and requirements
of a self-insured employer and a government board. There is a task force of which I am fortunate to be a member that
is going to put together a standard on the actuarial valuation of employee benefit plans. It is not just going to apply
to workers’ compensation but to employee benefit plans in general. Presumably, the self-insured employers or the
actuaries working for them will turn to that standard to achieve consistency in the valuation of all their self-insured
benefits. However, that is a bit down the road and so, for now, we cover them with the exception of accounting. When
the valuation of the self-insured benefits is done for accounting purposes, we don’t apply this standard, but rather, the
accounting standard.

Lastly, something that was raised in the comment letter is the issue of solvency and whether the boards should be subject
to the same requirements to demonstrate solvency as private insurance companies. We state in the definition that the
compulsory coverage, monopoly powers, and assured continuity of the government-sponsored plans make us different
from private insurance companies. So, the issue of solvency has been put on the backburner and, certainly, the committee
is not addressing it in this standard. We know that boards are beginning to look at it and we think that, a couple of
years down the road, it will probably be an issue that is a bit more prominent among the boards but, right now, it is
just not one of our hot buttons.

Another question regarding our scope for our workers’ compensation standard is our relationship to property and casualty
(P&C) standards. The question has been asked, why are we valuing these benefits differently from P&C? In a lot of
ways, they look very much the same and we use a lot of similar methods. The committee decided that we deserve our
own standard. I know there are not a whole lot of practitioners out there in the workers’ compensation area, but, having
said that, the liabilities and the assets in respect of workers’ compensation benefits and the number of people covered
is so great that we do think this warrants a separate practice area and a separate standard. We, as a committee, are putting
a note together on that issue and to justify, I guess, our existence.

Returning to the subject of our scope, applicability to pricing was another issue. Right now, there is no standard applied
to pricing except to the extent that the workers’ compensation standard and now our public personal injury compensation
plan standard applies, and there was a great deal of sensitivity around the applicability to pricing. This is primarily
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because pricing is not necessarily an actuarially derived calculation or, at least, not the ultimate level of pricing. There
is a lot of political influence that goes into determining the ultimate pricing levels. So, what we have said in our standard
is that, to the extent that the calculation of pricing is actuarial and that it does rely on the valuation of the benefit liabilities,
the standard does apply. But where it is determined on some other method outside the hands of the actuary, then,
obviously, our standard doesn’t apply and we really don’t sign off on those numbers.

As a committee, we had some serious issues with having to report in a very standard, rigid way because of the political
influence and because of the differences in the boards and the way in which they are run and are operated. We needed
some flexibility in terms of how we would report our opinions. Our reporting section reflects that flexibility.

I am hoping now that we can get some questions or just talk about some of the issues. There are a lot of issues on which
we would like to hear your opinions, and so I will let Conrad open the floor for questions.

Moderator Ferguson: Thank you for your presentations and the floor is now open to questions or comments. Please use
the microphones and identify yourselves because this session is being recorded. Are there any questions?

Mr. Murray L. Turner: I just want to clarify in my own mind the issue on pricing. I work for a commission. Are you
suggesting that if we are asked to price a change in benefit level, then the standards should apply? But the political reality
of what is recognized in the assessment rate is not necessarily the same thing as what we come up with in pricing. Are
we effectively exonerated from decisions by the boards of directors to set assessment rates that are given, as long as we
have done our job professionally in telling them what it really costs?

Ms. Flicht: Yes. We had a lot of discussion around that and, basically, where we are asked our opinion on what the
appropriate rate is, the standards apply and we have to give accepted actuarial advice, but where it is out of our hands,
it is out of our hands.

Mr. Howe: I would just like to add that I practise primarily in the pension business and I was interested to find that
there are no standards in the insurance business – life or casualty – around pricing practices. I hadn’t really quite grasped
that point until I had to learn it doing all this. Actually, you have gone a bit further than your colleagues in the insurance
business.

Ms. Flicht: Actually, I should make the point that there is a paper that was drafted a number of years ago on rate-setting.
It is part of our committee’s mandate to resurrect that paper and rework it, and possibly end up with something like
an educational note on pricing.

Mr. Brian R. Brown: I only practise with self-insured employers, and, as I quickly read the document, it seemed not
to apply to me doing that work. But what you have said, Jill, seemed to suggest that, at the moment, it does apply unless,
and until, the employee benefit plan standard of practice is published, or whatever is the technical phrase. This reads
as though this does not apply to me but your words at the podium seem to say this does apply for the time being.

Ms. Flicht: It does apply. In Section 5101, it states that the standards in this part apply to an actuary’s advice, etc., and
the public workers’ compensation system, including its self-insured elements and self-insured employers.

Mr. Brown: In Subsection 03, it states that if that actuary is only doing this work for a number for the financial statements
of the employer, then one is excluded from this and falls into whatever the accounting standards are, or falls into this
new employee benefit plan paper that you are going to produce.

Ms. Flicht: Yes. We grappled a bit with Subsection 03 because we ended up having to say that this doesn’t apply. We
had some difficulty saying that the actuary was bound by the accounting standards because, as actuaries, we are not really
bound by another profession’s standards, and so we ended up saying that this doesn’t apply. Presumably, if an actuary
were signing off on an accounting number, they would have to state that they are in compliance with the CICA standard.
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If it is accounting that is the purpose of the valuation, we put you into their realm of standards. If it is for funding or
simply reserve calculations, these do apply until the employee benefits standard is drafted.

Mr. Brown: I have a follow-up question. When can we expect to see the employee benefit standards?

Ms. Flicht: That is a good question. The original intent was to have something in draft for November, but, I am betting
that it will be next June, or somewhere in between, but I don’t expect that it will be ready for November.

Moderator Ferguson: I am just curious. The committee has recommended changing the name to “public personal injury
compensation plans” for those practitioners who are only in the workers’ compensation area. Is that an issue for you,
or is there a better description? The committee is trying to fulfill two roles because there are some plans out there, notably
in Québec, such as the SAAQ plan, which is basically a workers’ compensation plan for motor vehicle injured victims
instead of workplace injured victims. It makes sense that actuaries practising there abide by the same standards. Are there
any issues with that which are coming from other practitioners in the area that might be relevant for this committee to
consider?

Mr. W. Robert Hinrichs: Just on that particular point, “injury” has a kind of connotation of an ongoing benefit which
most of workers’ compensation benefits are. Presumably, death benefits would be included in this just by default because
they are workers’ compensation benefits where the injury is so severe that the benefit pays out immediately.

Ms. Flicht: Yes, death benefits are covered.

Mr. Hinrichs: I am just following through on that question. There are return-to-work benefits and all those other things
that are related to the injury and there are practitioner costs and all those other things that go along with it. Presumably,
they are all attached to the injury?

Ms. Flicht: Yes, they are all part of the compensation.

Mr. Hinrichs: On the life practice and the property and casualty practice-specific standards, now that they have kind
of amalgamated both the life and P&C, they haven’t drawn any distinction for them. Here, we are trying to grapple with
scope with something that is more specific to workers’ compensation. I guess we are getting to the point where we are
saying it is just personal injuries which kind of cuts out things like automobiles, insurance, or loss of property, and that
type of stuff which would be more P&C based. I guess the point that I am trying to make is that some of these other
compensation schemes, like malpractice insurance – to which you don’t necessarily have a personal injury component
but may have, by virtue of a court decision, things like provincial compensation funds to support such things as new
home warranties – are not well-defined here.

I don’t know if they come in naturally under P&C, which is under the insurance practice standards, or whether or not
they would be a little more applicable here. I guess that draws the distinction of why you have made this kind of personal
injury type of basis, but we are getting kind of into a pretty narrow and pretty finely defined area. I am just following
up from this other gentleman’s question. There are some large group benefit plans which, although not necessarily
reciprocity arrangements, have trust associations. They go back to the original plan sponsors in case the plans become
somewhat insolvent and yet most of them have personal coverage – life and disability and other types of personal coverage
– but also may include some things like homeowners’ insurance.

So, I guess the question is – if I can get to a point here – would these come under this standard, at least until there
is a group benefits actuarial standard? Is that what you are saying?

Ms. Flicht: It sounds like what you are describing are entities that are not necessarily public insurance plans and they
are not really private insurers either, in the sense that there may be an association type of arrangement. I don’t think
they would fall under workers’ compensation or public personal injury compensation unless they are actually providing
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that type of benefit, but, again, to fall under our standard, they would have to be either a public insurance plan or a
self-insured employer.

Mr. Hinrichs: Well, for instance, in Alberta, the teacher’s have a very large monopolistic benefit plan which virtually
covers all the teachers. Now, it doesn’t cover them all, but it covers virtually all of them and provides a comprehensive
range of benefits for them. It operates very much like a workers’ compensation board in many respects. It can operate
a deficit or a surplus and adjust benefits or rates up and down depending on how it goes. I think the way the accounting
applies for the benefits and the finances of the fund would be similar to workers’ compensation. Of course for the teacher’s
plan, it is very much personal coverages that are in place. I am just not clear on this. I guess, by default, what is in
here applies until a higher standard comes into play.

Ms. Flicht: We will also have to grapple with scope when we are looking at the employee benefit plan standard because
the intent, I think, was for employees, but, perhaps, it should apply to members of associations or organizations like the
one you just described.

Moderator Ferguson: One of the reasons for using personal injury compensation is to cover entities whose primary
purpose is to provide personal injury compensation. It sounds like the plan you have described would not necessarily
have that as a primary purpose. It may cover all sorts of disabilities and other types of needs. The committee was looking
at some entity that was monopolistic and it was run not necessarily as an arm of government but linked to government,
and had a primary purpose of personal injury compensation. There is more work being done with respect to looking
at the plans in British Columbia, Saskatchewan and Manitoba, but the understanding at the time that the name was
developed was that the primary purpose was not necessarily just personal injury. It also covers the vehicles themselves,
which is different than the situation of the SAAQ in Québec.

Mr. Turner: I have a question about the section on assumptions. The assumptions for the valuation of benefit liabilities
should take account of the plan’s policy for pricing stability, smoothing of short-term deviations from the secular trend,
and equity amongst generations of users. I am curious as to the degree of latitude that this is intended to provide. If
we become subject to the requirement to value our assets at market, and, given the relatively small margins that most
commissions have, is it intended that this provide us with a vehicle for replacing the stability from the current valuation
of assets by manipulating the liabilities?

Ms. Flicht: First of all, the whole issue of valuing assets at market has really not been discussed by the committee. I don’t
think, when this standard was drafted, it was really even contemplated. So, we may have to revisit this and revisit the
wording, depending on the outcome of that situation. I don’t think that this gives latitude to manipulate the liabilities
in that way. I can point out that we changed the word “would” to “should” in this statement, which means that it is
intended to be a bit stronger direction. But taking account of this is a bit broad as well. I don’t know exactly how we
are going to react if, indeed, assets must be valued at market. We may have to make some changes to the standard to
take that issue into account.

Mr. Brown: You asked about the name (public personal injury compensation plans) and the thought occurs to me that
if one of the provinces were to privatize its workers’ compensation, would you put the Ontario WSIB under Liberty
Health, just to use that scenario, in P&C? Or would it be covered under this public personal injury compensation?

Mr. Howe: That sort of question came up, and the position of the Committee on CSOP was that this is for public plans.
I think, if you went about privatizing them, the issues of which Jill spoke, such as solvency, are raised, and, suddenly,
the rules change. I think, if one of them were privatized – or all of them – you would have to throw this document
away and ask why these things should be handled any differently from ordinary insurance. Why would they be different
if they were privatized? Most of us who know nothing about it say, “Well, I can’t think of a reason why they should.”
So, you are the experts. You may well come up with the reason as to why they should, but, on the face of it, there doesn’t
seem any logic to it from an actuarial perspective.
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Moderator Ferguson: At the moment, there is a difference in that these plans are open-ended in most jurisdictions
anyway. A claim is never really fully closed which would distinguish it quite significantly from your private sector or
your private sector plan where a claim is settled, and once it is settled, it doesn’t necessarily come back five or ten or
15 years down the road.

Presumably, if workers’ compensation systems were to be privatized, then that would be addressed in some way, shape,
or form because it is very difficult from the private sector side to allow for these recurrences or reopening of claims that
may come back 20 years after the original injury. I would reiterate the comment that if that happens, I think the rules
of the game would also change and the standard would need to be looked at as to which is most appropriate for that
particular plan. It may not necessarily invalidate the standard for the other programs that are not privatized.

Mr. Hinrichs: I am looking for just one clarification around “virtually definitive,” and, under 5300, the variation in
settlement patterns which result from virtually definitive revisions in the plan benefits or claim practices. As we all know,
there are some lurking liabilities out there with workers’ compensation, and there is some research being done on those
things, and, of course, they could have a significant impact on the liabilities. Is that the reason why “virtually definitive”
is in there? Is it until we know precisely what the outcome of those studies might be?

Mr. Howe: If I understand you correctly, I don’t think that was the context in which “virtually definitive” was invented.
The object of the exercise was that we were trying to cover something in particular with the words “virtually definitive”.
Let us say that the government in power has announced that they are going to change all the rules but haven’t gotten
around to changing them yet. As a result, everybody knows that the claims patterns are going to change. So, we said,
“Let us make a “virtually definitive” amendment since we know it is going to change and it is going to change the
outcome. We should reflect that even though, technically, it may not have been altered yet.” That is the background
to “virtually definitive.”

You were talking about studies and the outcome of studies, and the words sound to me like that was not the sort of
condition we were trying to cover. This is really where you know something is going to happen, and it just hasn’t been
put into formal language yet.

Moderator Ferguson: Are there any other questions or comments? From the panelists, are there any other issues you
would like to bring up, or questions you might like to ask?

Mr. Howe: In the previous meeting, Dave Pelletier asked people whether they fell into one of three categories. Category
one was, “I haven’t had a chance to read it.” Category two was, “I have read it and it is okay.” Category three was,
“I have read it, and threw it away.” He asked for a show of hands. It would be useful to the Committee on CSOP if
we could have a show of hands because there are only eight or nine of you out there. So, let us see first who are the
people in category one who haven’t had a chance to read it and so they are not prepared to express an opinion. Okay,
there is one member. Is there anyone in category two? You can’t put your hand up only half-way, Murray. Okay, it
looks like the majority. Is there anybody in the third category? Well, I don’t think there was anybody in that category
for the general standards either, and so it makes me feel better. It looks as if I can reach retirement shortly.

Moderator Ferguson: If there are no other questions or comments, I would like to thank Jill and David for their efforts
in putting this presentation together and would like to thank you for your participation. If you have any further
comments, there will be a period of time where comments can be submitted. We would be most happy to receive those
comments to ensure that we have the best standard possible for practitioners in the area of public insurance plans. Thank
you very much.


