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Profession 
There are approximately 900 Fellows of the Canadian 

Institute of Actuaries who are actively employed in Canada. Of 
these approximately 30% are employed as consulting actuaries 
(very largely in the field of pensions and employee benefits), 60% 
are employed by insurance companies, and the remaining 10% are 
spread among governments, academic establishments, pro- 
fessionaVindustry organizations, etc. 

The most significant developments within the profession 
over the last two years have been: 

The adoption of srandards for pension valualions. These 
have taken several years to develop, and their adoption 
followed a one-year trial period during which members 
were encouraged to follow the standards. Members are now 
required to apply these standards. 

Review ofdisciplinary procedures. This is a continuous pro- 
cess, and about six years ago a fairly lengthy By-Law deal- 
ing with discipline of members was passed. Over the last 
year or so the procedures were further strengthened in light 
of the previous five years' experience, and more detailed 
procedures were introduced. These include provision for 
establishment of Investigating Committees, Tribunals, 
Appeals to Council, and so on. A Standing Committee on 
Disciplinary Procedures has also been established. 

Recommendations for the ~dcularion of dividends. The 
Canadian 1nstitute'"s Committee on ~ i i i d e n d  Principles 
and Practices will be presenting its final recommendations 
to Council in June. These recommendations will follow 
very closely those made by the corresponding committee of 
the American Academy of Actuaries. These recommenda- 
tions will provide guidance to actuaries in putting together 
the dividend reports for their companies, and lay heavy 
emphasis on the principles of equity, and the contribution 
principle ofdividend calculations. 

Government Activity 
There has continued to be considerable government 

activity in the field of pensions. In Canada, the jurisdiction for 
pension matters at present lies basically with the provinces except 
for certain categories of employment where the federal govem- 
ment has jurisdiction. This explains why there is a number of 
different actsgoverning private plans, and also why Quebec has its 
own Quebec Pension Plan, rather than being part of the Canada 
Pension Plan. The Canada Pension Plan itself, while being a 
federal Act, exists at the pleasure ofthe other provinces. 

Private Pension Legislation 
Seven out of Canada's ten provinces now have private 

pension legislation, as does the federal government. While at one 
time the legislation governing private plans was reasonably uni- 
form across the country, it is unfortunately becoming more and 
more diverse. This has made life particularly difficult for 
employers whose operations cover more than one province. 

- after retirement, 50% of the member's pension must con- 
tinue to hidher surviving spouse; the pension can be 
actuarially adjusted to allow for this, and this provision can 
only be waived by the spouse. 

The Canadian lnstitute of Actuaries played a significant 
role in helping the Saskatchewan authorities develop the appro- 
priate bases for calculating the deferred annuity values. 

Saskatchewan also now requires far more disclosure of 
information to plan members than before, as do Ontario and 
Quebec. Again, disclosure requirements differ among the various . . .. . 
J U ~ I S ~ I C ~ I O ~ S .  

Ontario has also enacted plan termination insurance, 
somewhat akin to that provided under ERISA in the U.S. This 
was the result of bad publicity with respect to a couple of plant 
closings (Houdaille Industries and Prestolite), and fears that the 
problem would escalate. Chrysler and Massey-Ferguson were very 
much in the headlines at the time. 

The regulations governing this insurance are still being 
drafted, but an initial exposure draft was released towards the end 
of 198 1. This draft received fairly broad approval from the actuar- 
ial profession. The proposed regulations have opted for rough 
equity but therefore significant simplicity. Among other things, 
the premium to be paid by each plan is to be based on the plan's 
unfunded liability calculated on bases somewhat akin to a wind- 
up situation. 

Ontario Royal Commission (Haley) Report 
The plan termination insurance legislation was introduced 

prior to the publication of a major Ontario Royal Commission 
(the Haley Commission) Report, which in fact recommended 
against such legislation. The Commission was established in April 
1977, and its Report was published early in 1981. This was a 
massive nine volumes thick and about 2,300 pages long. 

The basic thrust ofthe Report was that: 
- the oresent means-tested guaranteed income suoolements . . 

for single persons over age 65 should be immediately 
increased to ensure no one falls below the poverty line; - all other government schemes - i.e. Old Age Security and 
Canada Pension Plan - should remain basically un- 
changed and should be funded on a pay-as-you-go basis; 

- a mandatory retirement savings plan for all workers aged 
18 to 64 be legislated; this is known as PURS (Provincial 
Universal Retirement System), and would be based on an 
individual money-purchase concept; employee contribu- 
tions would range from I % to 2% ofearnings, depending on 
age, and employer contributions would be 2% regardless of 
age; 

- greater regulation of private plans be implemented, 
including earlier vesting (after five years' service if PURS 
is nor adopted, ten years if PURS is adopted), more strin- 
gent funding rules including more control ofactuarial fund- 
ing methods and assumptions, greater disclosure of 
information to members, and many provisions similar to 
those legislated by Saskatchewan and mentioned earlier in 

Perhaps the most dramatic example of this diversification this report; 

occurred in Saskatchewan last year. Its Act was amended to pro- 
- an inflation tax-credit be introduced which would provide 

vide, among other things: for a credit to individual pensioners and annuitants related 
to the impact ofinflation on pensions and annuity income. 

- minimum interest on employee contributions; (they have 
developed a formula based on moving averages of long- National Pensions Conference 
term Government ofCanada Bonds); 

- The publication of the Haley Report was followed very 100' vesting after One year of service provided age and closely by a federally-sponsored National Pensions Conference. service total 45 years; (this compares with 10 years' service  hi^ was a fairly unique event in canada,  and wasclearly a signifi- 
andage 45 in most other jurisdictions); 

- at least 50% of the vested pension must be purchased by cant pan ofthe political process. 

employer contributions; at the same time the plan must Pretty well every interested group was represented, includ- 
a l l o w  for a member to withdraw 50% of his/her contri- ing a delegation from the Canadian Institute of Actuaries, and 
butions interest. and to reduce the Dension many other actuaries representing various constituencies. 

accordingly: (tables of deferred annuity values are pub- The Conference was called to discuss the privale pension 
lished each December to be applied in the following year): system and "to recommend changes you believe will make the 



private pension system operate more effectively for the benefit of 
all Canadians". Four principal topics were placed on the agenda: 
- Coverage 
- Women and Pensions 
- Portability, Vesting and Locking-In 
- Protection against Inflation. 

It was, of course, impossible to discuss the private pension 
system without discussing it in the context of the total pension 
system, however a number of positive conclusions were reached. 
Perhaps the major breakthrough was that a clear distinction was 
established between Canada's immediate short-term pension 
problems (the elderly poor, mainly widows), and its long-term 
problems. On-going improvements to the private pension system 
could not be expected to solve the short-term pension problems. 

There was also general agreement that some level of 
pension coverage needs to be universal (but not necessarily 
through the private system); portability and vesting had to be 
improved; surviving spouse pensions after retirement should be 
mandated; and private plans should provide some broader form of 
inflation protection (not necessarily full indexing). With respect to 
this last item the most popular approach advocated was to use 
excess interest earnings, and to move to a system where the excess 
is calculated on the amount over and above a floor rate of about 
3 O/o . 

Ontario Select Committee Report 
A Select Committee of the Ontario Legislature recom- 

mended in its first report that legislation be developed utilizing 
this excess interest approach. This %port was tabled towards the 
end of 1981 and withheld judgement on the benefit structure of 
the Canada Pension Plan and Old Age Security and whether or 
not PURS should be implemented. Apart from this, it basically 
adopted the main recommendations of the Haley Commission 
Report, except for the inflation tax-credit. 

This Committee is still holding hearings and will be pro- 
ducing another, more extensive report in due course. It has also 
adopted the key principle that pensions are deferred wages, with- 
out defining precisely what it means by this. 

The Continuing Debate 
In summary, a fair degreeofconsensus has been reached on 

w/mr needs to be done, and the emphasis has now turned to the 
debate on how to do it. Three basic schools of thought have 
emerged: 

1 .  "Renovarors", who believe that with a number of improve- 
ments to private pension legislation, the present system will 
mature into an  adequate system. 

2. "Privare Plan Mandarors': who believe that private plans 
should be mandated along the lines of PURS o r  other 
similar proposals. 

3. "Public Plan Mandarors': who believe major expansion of 
public plans, basically the Canada/Quebec Pension Plans, 
is the only real answer. 
The federal government has promised to publish a Green 

Paper in the near future, outlining the options it would consider. 
and this likely will be followed by a FederaVProvincial conference 
to discuss this whole issue. 

(Nova Scotia established a Royal Commission last year to 
study and report on the pension system, but this is viewed by 
many as  a political delaying tactic.) 

Social Security, Medicare, etc. 
One of the key items likely to be discussed at the 

FederaVProvincial conference is the financing of the Canada 
Pension Plan. At present the CPP "funds" are invested in non- 
marketable provincial bonds. and the interest is automatically 
rolled into new debt. However. the cash flow to the provinces is 
expected to turn negative in 1986 and it is,difficult to see the 
provinces accepting this. This is particularly so in light of the fact 
that the federal government is planning to cut back on its fmancial 
assistance to the provinces. 

Government cut-backs are already creating significant 
strains on Canada's medicare (national health) system. Many 
doctors are opting out of the system and are billing clients 
amounts in excess of those covered by the various provincial 
medicare plans, arguing that the fee schedules under these plans 
are falling too far behind. The federal government is threatening 
to severely restrict or disallow opting-out o r  "balance-billing", but 
this will put the doctors in an intolerable position. There has 
already been a significant migration of doctors from Canada, 
particularly to the U.S., and temporary withdrawal of certain 
services by the doctors has already occurred in some places. 

Despite the squeeze on government funds, the 
Saskatchewan government has come out with a major proposal to 
introduce a universal sickness, accident and long-term disability 
program. It is perhaps worth noting that Canada's medicare 
system had its origins in Saskatchewan. 

Other Matters Relating to Private Pension Plans 
While all this has been going on, the federal tax authorities 

in January 1980 removed the pension plan limitations imposed on 
controlling shareholders. The result was a flood ofapplications for 
approval of shareholder pension plans including large tax- 
deductible payments to fund past service liabilities. The new 
Liberal government put a stop to this huge drain on tax revenues, 
and among other things retroactively imposed maximum funding 
bases (actuarial assumptions and methods), for these plans. Under 
protest, many actuaries were forced to rewrite and resubmit valua- 
tion reports for these plans. 

Human Rights legislation continues to develop, and 
pressure is mounting to adopt unisex mortality tables for pension 
and other benefit plans. T o  date, this bressure has been success- 
fully resisted. Mandatory retirement ages are also under attack, 
and recent court cases in Manitoba found in favour of individuals 
who complained that they had been forced to retire on the grounds 
ofage. A Quebec bill to abolish mandatory retirement is expected 
to become law quite soon. 

The Canadian lnstitute of Actuaries continues to provide 
advice to the Canadian lnstitute ofchartered Accountants on the 
problems ofaccounting for pension plans. At present the account- 
ants are preoccupied with the problems of Inflation and Foreign 
Exchange accounting. so work on pension plan accounting is 
proceeding slowly. 

The accountants also have been considering the problem of 
reliance on other professions, and have taken the position that 
they may rely on the work ofother specialists, but ifthey make an 
unqualified report no reference may be made to such specialist - 
whether for pension plans o r  life insurance companies. 

Insurance Companies 
The Canadian lnstitute ofActuaries also continues to work 

closely with the accountants on financial reporting for insurance 
companies. and is progressingsteadily along the road to GAAP. 

The recent federal budget dealt a major body-blow to the 
life insurance industry. It proposed to tax every three years the 
build-up of the value of any life insurance policy. whether o r  not 
the policy is actually cashed. Income-averaging annuity contracts 
(a major source of business for the life insurance industry) were 
eliminated and other changes detrimental to the industry were 
introduced. Some of these changes. particularly the "three-year 
tax" proposal. have been referred to a special committee of 
Parliament, but the outlook is not particularly favourable to the 
industry. 

Some companies continue extra-contractually to increase 
the amounts of their individual permanent policies. without any 
premium increases. The emphasis has tended to be on older 
policies where inflation has had a particularly devastatingeffect. 

Inflation has also created major problems for the Casualty 
(General) lnsurance Conipanies. These companies have been 
suffering significant underwriting losses. and there have already 
been a couple of well publicized bankruptcies. although one of 
these bankruptcies was more the result of an off-shore non- 



regulated reinsurer defaulting on payments due. The federal 
Department of Insurance has expressed considerable concern 
about these problems, and has suggested that legislation be 
considered requiring more stringent certification of reserves. 

Other Matters 
Dental plans continue to gain in popularity, but the recent 

federal budget may put a damper on their growth. Whereas, prior 
to the budget, neither the premiums not the benefits under 
dental/supplementary health plans were taxable, the premiums o r  
contributions paid by the Company are now a taxable benefit to 
the employees. This is going to create problems particularly for 
plans that are self-insured. 

Self-insurance continues to grow in popularity particularly 
for dental/supplementary health plans, and to a certain extent for 
Long Term Disability programs. 

Finally, there continues to be talk of pre-paid legal plans, 
and some insurers have developed the appropriate product, but 

otherwise there is virtually no interest in these plans. This is 
probably due in large part to the fact that the tax authorities have 
not looked favourably on such plans. 

Conclusion 
Consulting actuaries have played a significant part in many 

of the developments that have taken place in Canada. They have 
been involved in the preparation and presentation of many briefs, 
whether as members of the Canadian Institute, through their 
firms, o r  as individual actuaries. They also had a substantial 
involvement in the National Pensions Conference, and the Nova 
Scotia Royal Commission on Pensions includes a consulting 
actuary as one of its members. The Canadian Institute is also 
being consulted more and more frequently by legislators and 
regulators. 

There is no doubt that consulting actuaries will have an 
important influence on the legislation now being planned by the 
federal and provincial governments. 



Statistical Appendix A 

All figures are based on 1978 data, unless indicated otherwise 

Total Population: 23.5 million 

Labour Force (including Armed Forces): . 11.0 million 

Number of Occupational Pension Plans: 
- Public Sector: 
- Private Sector: 
- TOTAL: 

Number of Members of Occupational Pension Plans 
Excluding Pensioners and Former Members with Deferred 
Rights: 
- Public Sector: 1.85 million 
- Private Sector: 2.34 million 
- TOTAL: 4.19 million 

Pensioners of Occupational Pension Plans (1976 Figures): 

- Males 
- Females 
- TOTAL 

Number 
(000's) 

457 
268 
725 

Annual Average Pension 
from Occupational Plan 

$ 

Supplementary Information 

The, following is an extract from one of the background papers prepared by the Canadian Institute of Actuaries for the National 
Pensions Conference last year. 

"The following table is based on an analysis of the 1977 taxation statistics published by Revenue Canada and data contained in 
the biennial survey of Pension Plans in Canada published by StatisticsCanada: 

Number of Number covered 
Employed by Employer- 

People Between Sponsored 
Income 25 and 65 Pension Plans 

s 

Percentage 
covered 

Number by Employer- 
covered Sponsored Plan 

by RRSP's* or RRSP 

The above table does not include the self-employed. The numbers shown as 'covered by RRSP' have been adjusted to exclude 
RRSP contributors who also are covered by an employer-sponsored pension plan. Income levels were grouped in such a way as to 
approximate the following percentages of the Average Industrial Wage: 0-50%. 50-100%. 100-200% and over 200°/0." 

(* These are individual plans to which only individuals can contribute. Tax treatment is much the same as for Employer-Sponsored 
Pension Plans. They are very similar to IRA'S in the U S )  



Statistical Appendix B 

The following figures (all taken from the Bank of Canada Review) give some indication of economic indicators that affect 
actuarial assumptions. In some cases figures for 198 1 are approximate, or are not at the year end. 

Interest 

Bank Rate 
6 mth. Treasury Bills 
Government of Canada Bonds 

5-10 years 
10 years and up 

MacLeod Young Weir lndex 
Long Term Industrial Bonds: 

Bank Lending Rate: 
- Prime Loans 
- Conventional Mortgages 

Equities 
Toronto Stock Exchange 

Composite lndex 

Stock Dividend Yields 
Price/Earning Ratio 

Unemployment Rates 
(not seasonally adjusted) 

Prices 
Consumer Price Index (1 97 I = 100) 
- All Items 
- Food 
- Total (excluding food) 

Income 

Wage Settlements (Increase) 
- Total excluding construction 
- Manufacturing 

Average Hourly Earnings 
- Manufacturing 
- Construction 

Average Weekly Earnings 
- Industrial Composite 
- Manufacturing 

Eschange Rates 
Canadian Dollars per Unit 
- U.S. Dollars 
- Sterling 
- Swiss Francs 

Dec. 26/79 
O/o 

14.00 
13.60 

1 1.29 
11.32 

12.05 

15.00 
13.58 

Dec. 31 /79 

1,813.2 
Yo 

3.99 
8.72 

1979 
O/o 
7.5 

Dec. 1979 

199.0 
244.3 
184.2 

1979 
O/o 

8.2 
7.5 

Dec. 1979 
$ 

7.73 
1 1.34 

298.82 
3 19.89 

Dec. 3 1 /79 

1.1666 
2.5740 
0.73 15 

Dec. 31 /80 
Yo 

17.26 
15.30 

12.63 
12.67 

13.63 

18.25 
15.60 

Dec. 31 /80 

2,268.7 
O/o 

3.66 
8.8 1 

1980 
Yo 
7.5 

Dec. 1980 

22 1.3 
277.0 
203.8 

1980 
O/o 

10.1 
9.4 

Dec. 1980 
s 

8.63 
12.80 

332.75 
360.14 

Dec. 31/80 

1.1938 
2.8081 
0.6708 

Dec. 30/81 
O/o 

14.66 
14.51 

15.29 
15.27 

16.54 

17.25 
17.79 

Dec. 31/81 

1,954.2 
O/o 

4.49 
8.57 

1981 
O/o 
7.6 

Nov. 1981 

246.9 
295.0 
230.5 

1981 
O/o 

c.12.I 
c. 10.8 

Sept. 1981 
$ 

9.34 
14.07 

36 1.25 
390.22 

Dec. 30/8 1 

1.1862 
2.2483 
0.6560 


