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Canadian Forces Superannuation Act]— Part 1

Report on the Actuarial Examination of the
I . . .
Canadlan Forces Superannuation Account in the

Codsolidated Revenue Fund as at December 31, 1975

Pursuant to sectlon 27 of the Act ‘we have made an actuarlal examination of

~ the account as at December 31, 1975, and have the honour to report thereon.

The report is divided into the following sections:
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JI. Introduction

The last examlnatlon of this Account was made as at December 31, 1970. Since
that time a number of significant developments have taken place which have a

direct or 1nd1rect bearlng on this report.

A. Recent Amendments to the Canadian Force Supérannuation Act

In 1975 51gn1f1cant changes were made in the Canadian Forces Superannuation
| :

Act, the most 1mportant of which are as follows:
l

1. The Act was amended to'prov1de'for equaﬁlty of status for male and

female contrlbutors One amendment resulted 1n an’ increase in the
contribution rate for females from 5. 07]of pay to 6. 5% of pay (less
v Canada - Pension Plan contrlbutlons), tpe rate for.male contributors.
Another'amendment entitled the widower of a deceased female.contributor
‘who was a mcmber of the regular force op or after December 20, 1975,
the date that this amendment came into force, to the same benefits as

|
the widow of a deceased male contributor.
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Any contr1butor or beneficiary ent1tled to a return of contrlbutlons

T

following the amendments became entitled, in addition, to receive

- interest on the accumulation of such contr1but10ns at the rate of 4%

i

per annum after December 31, 1973.

Prior to the amendment, the Act prov1ded for the payment upon the death

of a contrlbutor without eligible beneflc1an1es or the termination of

all allowances to surviving beneficiaries, of any’ excess of the return

K
of contr1butlons benefit over the aggregatelaf all payments made to the

contributor. and/or his beneficiaries. By vyrtue of the amendment,, the

greater of.the return of contributions beneégt (including interest as
described iﬁ‘(z) above) and five times the aqnulty to whlch the

at the t1me of his death
was substltuted for the return of contr1butJons beneflt in the calcul—

i
ation of the excess to be paid in respect of those contrlbutors who

A
contrlbutor“was or would have been entltled'

were members of the regular force on or after the date that the amend—
ment came 1nto force.
: Los
The perlod of service in the forces necessary to. render the surv1v1ng
spouse and/or chlldren of a contrlbutor ellg%ble to receive allowances
upon his or‘her death was reduced from 10 ye%rs to 5 years

ol

. K . . . b
. ) -

i

The 1975 amendments 1ntroduced prov1s1ons for payment of benefits to

b i
contrlbutors who retlre 1mmed1ately upon completlon of the short or

1ntermed1ate engagement perlods or who retlre durlng a perlod of
indefinite: engagement These changes were nequlred to permlt the
forces to 1ntroduce separate career programslfor off1cers and- other

ranks con51>t1ng of three types of engagement perlods - initial short

engagements‘runnlng for 3 to 5 years for otﬁtr ranks and 9 years for

officers, an intermediate engagement. extendth to the completion of

20 years of total service or attainment of age 40, whlchever is later,

and -a final 1ndef1n1te period of service end%ng at the compul sory
ret1rement‘age of 55 for all ranks with the. except1on 'of senior
spe01a11st tff1cers : I
b
.

]| .
U P . . il
In the'event of retirément immediately upon, COmpletlon of the short
engagement,| a contributcr with less than lOVyears of service in the
T s
forces becomes entitled to a return of contrlbutlons, wh1le ‘a

contributor|w1th 10 years but less than 20 years, other than as a

subordinate officer, has the optlon of e1theﬁ a return of contr1butlons
or a deferred annulty _ |

| : ' ' Yﬁ
A contrlbutor ret1r1ng immediately upon comp&etlon of “an 1ntermed1ate
engagemcnt and after having served in the regular forcc at least 20

years becomes entitled to an 1mmchatc annulty
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If a contributor who is schihg an indelinite period ol scrvice
after having completed an intermediate cneiéCman P((il(' before
his compulsory retirement age, he becomes entltled to the immediate
annuity to which he would have been entltled upon the completion of
the intermediate engagement increased to such extent, not exceedlng
“the 1mmed1ate annuity to which he would be entltled 1f retlrlng on

account of age or d1sab111ty, as may be prescrlbed by regulations.

Prev1ous1y a contrlbutor retiring before hls compulsory retirement
age which varled by rank from 44 to 60 was only entitled to an
1mmed1ate reduced annuity with the amount of reductlon varying by

age or serv1ce, and rank.

Supplementary Retirement Benefits' Act

The Supplementgry-Retirement Benefits Act, enacted in 1970 and amended
in ]973 prov1dcs supplementary beneflts related to 1ncreases in the
cost of 11V1ng;to persons in receipt of: annu1t1es or arnual allowances
under various. government superannuatlon and other acts, 1nc1ud1ng the
Canadian Forces Superannuation Act. Althoughtthe,prov1s10ns of the
Supplementary‘Retirement Benefits Act do not:%ffect’the.operation of
the Canadian Forces Superannuatlon ‘Account, it was considered desirable
to 1nc1ude a descrlptlon of them and to present certain alternatlve
methods-of fln@nc1ng these benefits in Appendix 2 to this report, in
order to preseht a more complete picture of the total pension provisions'

for contributors to the Canadian Forces Supenannuation Account.

valuation Assumptions

In order to br1ng our practice into 11ne w1th the generally preferred

i
ctuar1a1 appqoach of . choos1ng each assumptlonAon its. own merits and.on

- as ”reallstlcr a basis as may appear approprlate, some. substant1al changes

in assumptlons were made for purposes of th1 report The various
1

assumptlons énd their rationale are descrlbed 1n detail. 1n Section III.
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I1. Membership Statistics

In the following tables are shown pertinent statistics.concerning contributors

to the Account duning the_fiveéyear period from the date of the last valuation

Dccember 31,

1970, to the date of the current valuation, December.3l

1975.

Thecs figures -were obtained from the computer tabulations supplled by the

pepartment of Nat10na1 Defence.

A. -Members of the Forces

Terminations during period Jan. 1/71-Dec. 31/75
ﬁe Contri<# New con-— T £ T i Contri-
" butors tributors . ype of Termina 1on butors
Clﬁqs of on Jan.1/71- Type of  Dis- : on
Contrybutors Jan.l/?l_ Dec.31/75 Benefit Death b¢11ty‘ Other** Total Dec.31/75
Malesﬂv : : o
———-———-‘\ o . - . i N
Offiicers’ Annuity 85 76 3,359 -3,520
. ‘ ‘ Lump Sum ﬂg §§ 3,118 3,218
' 15,263 4,805 ‘ 127 134 6,477 6,738 13,330
Other Ranks Annuity 4l4 1,659 13,460 - 15,533
Lump Sum 261 626 25,291 26,178
73,730 - 30,227 675 2,285 38,751 41,711 62,246
Total - Annuity 499 1,735 16,819 . 19,053
~Lump Sum 303 684 28,409 29,396
88,993 35,032 802 2,419 45,228 48,449 75,576
Females: '
A ’ :
Officers Annuity - 1 20 21
Lump Sum 1 1 69 71
259 456 | 1 2 °9 92 623
Other. Ranks Annuity - 1 13 14
, Lump Sum 3 6 463 472
756 - 2,437 ' 3 7 '-475 486 2,707
Total Annuity - o2 33 35
' Lump Sum 4 7 532 543
1,015 2,893 ' 4 9 565 578 3,330
Grand Total 90,008 37,925 806 2,428 45,793 49,027 78,906
* In this column, contrlbutors who had other rank; status on Jan. 1/71, and

who attained offlcer status at some time durlng the 1971-75 perlod are
shown as off1ccrs rather than other ranks.

v

*& Lompulsory chlrements because of age, promot1on of economy or efficiency,
misconduct, together with all retlrements for other reasons.



Males:

to Annuities or Annual Ailowances

-._5_ i . CJ

Persons Entitled

Retirement for reasons
other than disability

Retirement becauée
of disability

Total

Females:

Retirement for reasons

other than disability

Retirement because
of disability

Tﬁtal

Entitled

. on

Jan.1/71

2,225

*

New .,
Entitlements
Jan. 1/711to

Retired Contributors

Terminations Jan.l/71

‘to Dec. 31/75

Dec. 31/75

New
"Entitled Entitlements . .
on Jan. 1/71 to L Othey‘ Entitled on
~Jan.1/71 Dec. 31/75 Deaths Term'ns* Dec.31/75
/‘, i
22,901 16,820 1;4}2 45 38,244
4,682 1,735 423 3 5,991
| o i
) .
27,583 18,555 = - 1,855 48 44,235
0178 33 : -3 . 208
16 2 = - 18
194 35 3 - 226
Surviving Spouses -
“Terminations Jan. 1/71 télDec. 31/75
o ik : Entitled on
Deaths Remarriages; Total Dec.31/75
78 178 256 4,107

2,138

Children (excluding students aged|18 to 25)

Entitled on
1/71 . Dec.SI/ZS

Jan.

2,513

Entitledion

2,789

Re—enrollments in the forces and transfers toother superannuation

plans.
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I1I. Valuation Assumptions

General Comments |

Separate computer tabulations were provided for four groups of contributors,
namely, male officers, male other ranks, female officers and female other
ranks. In this report, the term 'classes of active contributers' refers

to these four groups._

As for recent examinations of the Account, the data exhibited significant
differences in both salary and termination experience for the four classes’
of contributorsﬁ‘ It was therefore considered desirable to continue to

treat each class separately for valuation purposes.

Continuiing the practice used in previous valuation, studies were made of
the actual expefience during the period 1971-75 eompared with.the expected
experience for salaries and terminations, based on the assumptions used

in the 1970 valuation. - Although the personnel and staffing pelicies‘of'the
forces cominue to bhe subject to change, it was censidered deSirable'for-
purposes’ of' this valuation to use actuarial assu@ﬁtions representative of
actual experience. These assumptions are explaiged in detail under the

respective headings.

It is generallyjrecognized that actuarial estimates of the cost of funding
pensions are heavily dependent on the assumptions.underlying the calculations,
and that the cheice of the economic assumptions tends to be among the most
difficult. For this valuation it was decided to: abandon the 4% interest
assumption used in preceding valuations as well as the assnnptmm of no future

general 1ncreases in salaries 1in order to brlnghour approach more in line

with the generally more favoured actuarial appro#dh of selecting assumptions
that might he regarded as appropriate and reasonzably 'realistic" each on its

own merits as well as when considered together.

The primary purpose ef treating this plan in a manner consistent with the
practice for inbustrial pension plans is not to provide security through
funding, but to account for pension costs in an jappropriate and reasonably
comparable fashlon Before discussing the varloes assumptlons under indiv-
idual headlngs,pthe following general comments qelatlng to economic assumpt-
ions may help i@ judging the appropriateness offﬁhe ehoice.
. |

(1) Effect of explicit or 1mp]1e11 level of inflation detcranJng

., the gener&] level of cconumic assumptions i

There are three aspects Lo the d1 scussion under this hdelnL

{a) To the extent that decisions by labourv business, government
and othcr bodies as well as individuals are hascd on pre-
dlctlons regarding the behaviour of economic variables, the

predyctlons will themselves influence'’ these variables.



(c)

c -

Actuaries in their attempt to choose 'realistic' assumptions
risk reinforcing infiationary expectations, and this may be
particularly so when actuarial reporfs are public documents

as in the case of pension plans operated by governments or

when the reports deal with the plans of major financial or
industrial enterprises whose policies have important economic
repercussions. It would seem that the greater the agreement
regarding appropriate levels of economic assumptions, the
greater the influence of the assumptions on the variables and
the greater thelikelihoed that the actual level of inflation

and the resulting actual levels of increases in salaries and of
interest rates will exceed assumptions and predictions. Perhaps
it is inevitable that, with few exceptioﬁs, the actual level of
inflation will exceed the anticipated level. If so, it would
follow that the relative desirability of the .scenario of assump-

tions should have at least some effect on its choice.

Some recent studies appear to show that the real rate of return
(nominal rate less rate of inflation) decreases as the rate of
inflation increases. However, this may be;due not to any - fund-
amental correlation Bat rather to the fact‘that, when the in-
flation rate is relatively close to its cyclical maximum, ant-
icipated long-term inflation tends to be sﬁbstantially below
current actual inflation and longer term rates of return con-
sidered necessary by investors to compensate for such anticipated
future rates of inflation. are such as to depress current real
interest rates substantially below their long term average. It
certainly seems reasonable to assume that if the long term level

of inflation in the future were to settle at a substantially

- higher level than has been experienced, say, over the past fifty

years, then nominal interest rates would settle at a level which
would produce real interest rates not subs%antially different

from those experienced in the past. Real rates of return should
also benefit from the gradually decreasing; need for the expans-
ionary policies that were necessary to accommodate the entry of

the baby boom generation into the labour force and into the ranks
of home owners and borrowers. A return o more conservative social,
economic and political behaviour may be expected as this cohort

approaches and passes age 40.

The level of inflation assumed or implicit in the economic assump-

tions can be critical when attempts are made to compare different

- types of pension plans or when modifications in a particular plan

are being considered; and it is important to recognize that con-
sistent assumptions are essential but not sufficient to ensure

acceptable conclusions regarding relative costs.




(1)

(ii)

The extent to which the required current serv1ce (or normal)

contrlbutlon rate is affected by the level of economic assumptions
depends_on the type of pension plan under ponslderatlon; For a
pension plan of the career- average type, where the rate of interest
is normally the sole economic assumption, a re]atlvgly hlgh level
of inteérest produces a relatively low cost. For a flnal —average-
pay plan, such as the Canadian Forces Snperannuatlon Plan, where
the effect of a relatively high assumed. rate of interest tends to
be offset by the effect of an accompanyLng re1at1vely high level
of assumed salary increases, the effect is cons1derab1y smaller.
Finally, For a fully indexed final-average salary.plan, such as
the C.F.S.A. if it were combined with the applicable provisions of
the Supplementary Retirement Benefits Act, which is.considered in
parts (a) and (b) of Appendix 2, the level of assumed inflation
tends to have a very slight effect on costs if its relationship.to
assumed interest rates and general increases in salaries'remains
approxrmately the same. In other words, in this case, estlmated

costs are governed largely by the differentials between the dlffer—

ent economic assumptlons

Similar considerations apply to the value of aCcrued'benefit
liabilities. However, to the extent that beneflts are funded- by
means of long term bonds, a relatlvely high assumed rate of

interest will produce a relat1vely low value of the assets (if bonds
are valued at the assumed rate). The net effect of assuming a
relatiwely'high rate of interest would tend to appear as an improved
financial status in the case of an unindexed plan but a deterioration

in the .case of an indexed plan (assuming consistency of assumptions).

Effect of differentials between economic assumptions

- Where applicable, the three relevant economic assumptions are:
. P ;

p = ratetof inflation

rate of increase in level of salaries

i = rate of return on investments

Although, strictly speaklng, penslon fundlng costs are affected by

ratios of the type

l + s
1 + 1

and ————E_ for practlcal purposes the

effect may be measured by the differentials (i - s) and (i - p).




The differentiali(i - p) is commonly referred tc as the real rate
of return and may‘be thought of as'reflecting the share of pro-
duction allocated to capital. The real rate of return affects
directly the fundlng cost of indexed pensions, and indirectly, as
shown below, the fundlng cost of pensions based on final-average

salary.

The cost of f1nal -average salary plans is affected by the
differential (1 - s) which may be thought of as (i - p) - (s -p).
The differentlal (s - p) is generally regarded as reflecting the
rate of 1ncrease in productivity and may be referred to as the
real rate of salary increases. Thus the cost of final-average
salary plans may be said to be affected by the dlfference between

the real rate of return and the real rate of salary increases.

Effect of beneflts beyond the terms of pension plans

As may be inferred from (1) and (2) above, when costs of different

plans are being?cqmpared or amendments are»beingﬁconsidered, it is
important to bearyin mind the level of the economic assumptions as

well as the differentials between individual assumptions. However,
there are considerations beyond these. For a grpwing number of plans,
in some cases as a result of collective bargalnlng, employers have in
recent years adopted the practice of (a) maklngrperlodlc ad hoc ad-
justments to pen51ons in payment to compensate for some or all of the
purchasing power lost through inflation, and (b)‘lncrea51ng the benefits

accrued to actlve members of flat-benefit or career—average type pension

'plans in order tolkeep earned pensions in a reaspnable relationship to

current rates of ‘pay. In the absence of expllclt commitment under the
terms of the plan, future adjustments will not be included in the
calculations of]normal contribution rates and accrued pension liabilities.
It might be argued, especially when adjustments occur with regularity,

that the employer bas made a strong moral commltment to maintain pension

“values and that from an accounting point of view the costs are understated.

It would be p0551ble, of course, for the employer to make advance provision
for future adJustments without contributing additional funds to the plan
by setting up a!special contingent liability in‘ﬁis balance sheet

and including the additions to such contingent l&ability account with the
current serv1ce contrlbutlons to the pension fund for purposes of assessing
the total curremt service cost. Such practice mrght make for more valid

comparison of tﬁe‘potential value of pensions under different plans and



more equltable allocatlon of costs between different generatlons;
of shareholders, consumers and taxpayers. However, settlng up

a contingent liability in the employer's balance sheet mlght

well be interpreted as converting a moral commitment into a
relatively firmvundertaking,in which case the additional benefits
should be considered part of the formal plan'and funded in the
same manner as basic benefits. For practical purposes,-of course,
this would eliminate the employer's option of dpdating benefits

from time to time without commitment regarding future adjustments.

Salary Increases.

Where used in this report, the term 'salary scale” means the assumed pattern
of future 1ncreases 1n pay and allowances from year to year as a member
advances in age. Such a scale is needed for valudtlon purposes, because

benefits and contr1but10ns that become payable in the future depend on the

rates of pay that w111 be rece1ved 1n the future.

There are two main. forces that tend. to generate’ 1ncreases in rates of pay:
First, a promot10na1 force resulting from experlence and tra1n1ng and increase
in respons1b111ty due to app01ntment ‘to a higher rank second, an, -economic
force related, d1rect1y or 1nd1rect1y, to such factors as collect1ve
bargaining,; labour: market conditions, inflation and general 1ncreases in pro-

ductivity. Increases in pay resulting from this second force are herein

referred to as ''general' increases.

The pattern of average promotional increases in pay may be assumed to be
fairly predictable on the basis of past experlence; and prov1s10n for such
increases was made in thé 1970 valuation on the ba51s of a promot10na1

salary scale constructed from data relatlng to the rates of pay for each of
the four classes. of actlve contributors as at December 31, 1970 .This scale ‘

was considered to remaln appropr1ate and was used for the current valuatlon

With regard tovgeneral increases, on the other'hand; the wide, variations
that have occurred in recent years as a result oftvarying'economic and
social pressuresvare indicative of the difficulty in predicting the level

of future increases of this type, and in precedinﬁ valuations no eXplicit
prov1s1on for such increases was made in determlnLng the requ1red contri-
hution rate. (As mentloned in Section V, credlts are made to the Account

to cover 1ncrcases'1n 11ab111t1es ar1s1ng from gtneral 1ncreases in pay as
vthey oceur 1o the extcnt that such increases are noL provided Lor in the
actuar1al assumptlons ) Yor purposes of this valuatlon, in comhlnatlon with
" the assumptlon of an 1nterest rate of 6.5%, we have assumed a 1evel rate of

general increases in pay of 5.5%.




The assumed rate ‘'of general increases of 5.5% may be thought of as
being composed of a 3% inflation factor and a 2.5% factor for.
increases in productivity. Further comments are made in the

discussion of interest rates which follows.

Appendix 3 shows the promotional salary scale and a.salary scale in-

corporating both promotlonal and general 1ncreases

Interest Rates

I :

Until the quarterlendlng June 30, 1969, interest was ‘credited to the
Account on the’ 1ast day of each quarter in the flscal year at the

rate of 1% of the| balance to the credit of the Account on the last day

of the preceding quarter This is a rate equ1valent to approx1mate1y

4% per annum whlch is the rate that has been assumed in, precedlng actuarial

valuations. ‘

The 1969.amendmentsjto the Act made provision for crediting interest to
the Account in eieess of the rate used in the preceding_actuarial
valuation. The tbtal rate at which interest is neu'credited ehanges
every three months ‘and is calculated as if the amounts not requ1red for
payment of beneflts in each quarter pursuant to thls Act and the Public
Serv1ce and R.C. MwP Superannuatlon Acts had been 1nvested on a basis
similar to the one used for the Canada Pension Plan, i.e., in 20-year

"bonds having a ylebd equ1va1ent to the average y1eld on Government of

Canada bonds.w1th120 or more years to maturity outstandlng at that time.

For the quarter e%dlng December 31, 1975, the totaltrate’of interest.credit
was 1.7209% hlchirs equivalent to 7.06% per annum. The total annual rate
of 1nterest cred1tihas remained above 6.5% since that time and seems likely
to continue above\that level for a long time, even 1f allowance is made for
a drop in antlclpated inflation to substantially lower 1eve1s, given that

rates of return on recent investments have been substantlally above 9%.

As stated carlicrpﬂdn previous valuations'an assumed interest ratc of 4%
was used, .but thd}d??cct of using an assumed ratc‘gf return substantially
lower than might Bd’cxpccted was largely offsect by”lncludlng no. explicit
provision for general increases in salaries. Moredver, specific provision

l

is made in the Act %for the appllcatlon of 1nterest earnlngs in . excess of

I
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the Valuatioﬁ rate to the liquidation of vari

def1c1en01es, of which 1ncreases in 11ab111t1

general salary rev1s10ns have been by far the

For purposes;of this valuation it was decided

rate of interest of 6.5% which, as noted abov

‘exceeded by actual interest credits for a lon

-

ous actuarial

es arising out of
most 1mportant

.
ato_use an assumed
%, is expected to be

§ time. In theilong

term, the rate may be thought of as being composed of an 1nf1at10n

factor of 3%’ and a real rate of return of abo

The real rate'of return explicitly or implici

actuarial vaiuations of private pension plans”

)

between 3. 5%.and 4.5%, so that the assumptlon

ut 3.5.%

tly assumed in recent
appears to fall usually

of* a-real rate of return

of ‘less than 3.5% at the present tlme would only add to the difficulties

in comparlng contrlbutlon rates. w1th those of|other plans

If.the_method;of,crediting interest described

past experiencé; can serve as a guide, it is p
it o

rate of return'may fall short of the assumed

quarters of one percentage point in the long,

however, would be at least partially offset i

implicit in the salary scale turned out to be;

marging which}is_not at all- improbable.

Rates of Retirement with return of contributi

@above is retained and
bssible that"the‘real
rate by perhaps three

term . The, effect of this,

F thecproductlvlty factor

overstated byfa similar

ons

1 [N

The eXperlence “with regard to male contrlbuto
period 1971- 75 wh11e entitled only to a retur

that, as compared to the - rates assumed for th

rs ret1r1ng during the
n. of contributions showed

e 1970 valuatlon the rates

for such ret1rements were hlgher for offlcer9|below age 31 and over age 46

and lower for those at ages between these two
ranks below age 22 and lower for those at hlg
differences were found in the rates for such!

tributors.

The rates used for this valuation which gave

experience are shown in Appendix 4.

Rates of Retlrement with entitlement to an an

} and were higher for other
her ages. No s1gn1flcant

retirements by female con—

‘substantial weight to recent

nuity or- a cash termination

allowance for reasons other than disability "

As ‘stated ear11er, a retirement age of 55 hasi

made under: the Natlonal Defence Act for all m
I

career programs For those members enrolled

new programs who are not subject to their prc

g

i .

been prescribed'by regulations
embers serving;under the new
prior to the introduction of the

visions, the previous retirement

ages varying by rank as prescrlbed by the reg

{
i

w

* The exactfreal rate of return would be equal to

"
t e

ulations continue to apply.

1.065 -
1.03

1 or 3.398%

L R




These 1atter retirement ages, effective February 1, 1968; fef'contributors
who enroiled on of after that date, or those serving on that_@ate who
elected to have such ages apply to them are shown below. Fbr:those con=-

! tributors servingnon that date who did not elect to have these ages apply

to them, the retirement ages are similar to those below but véry slightly by

rank and by branch of the forces.

Officers

General Specialist Commissioned

" Service Service _from Ranks
Brigadier-General and above’ 55 60 55
Colonel 55 © 58 - 55
Lieutenant—Coionel ' 51 55 .. - 50
Major P . a7 . .85 | . 50

1

Captain and Lieutenant © 45 50 50

b

Other Ranks

| Sergeant and ?bove 50

R Corporal and below 44

Notwithstanding the above prescribed. ages for retlrement for purposes of

|
voluntary retirement or compulsory retirement under certain condltlons, the

It
~regulations prescrlbe that retirement age will be deemed to have been
i
reached upon completlon of the following periods of full-time, paid service

-1n any of Her MaJesty s Forces if the resulting date of retirement is

earlier. b
"Years of Service
Officers
Colonel and above | 30
Lieutenant-Colonel and below 28

Other Ranks

Scrgeant and ahove ' C 30

Corporal and below ( 25
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' The data on the contributors retiring for reasons other than disability

with entitlement to a cash termination allowance or; an annuity during the

1971-75 period indicates that rates of retirement fo?'these reasons had

. varied significantly from those used in the 1970 valuation New rates of

retirement that make allowance for this experlence were adopted for this

'valuatlon and are shown in Appendix 5.

As a result of the introduction of the new career p%ograms with emphasis
on retirement at either the completion of an intermpdiate engagement with
20 years service or age 40, if later, or at age 55V%fter servihg an
indefinite periodtof service, there should be somefpxpected changes in the

pattern of retirements. As there is still some personal decisions to be
i i :

" - made in the choice of actual dates of retirement, ﬁt was cohsidered

appropriate to contlnue the use of the rates based on the recent experlence until
i
those members to whom the old regulations on retlrehent ages apply have

ret1red and some pattern of retirements under the’new programs evolves.

i

Rates of ret1rement w1th entitlement to an annulty or a cash termination
allowance because |of disability ;

During the 1971- 7étperiod the number-of members retiring because of disability
and w1th entltlement to an annuity or a cash termlnatlon allowance was lower
than the expected on - the basis  of ‘the rates used in the 1970 valuation
for male offlcers»and hlgher than the expected for the male other ranks. The
number of such retlrements of female members was not sufflcleqt to draw any

conclusions.

) P . I .
The rates of retirement because of disability for male members were adjusted

to reflect this experlence The rates used in the|1970 valuation for female
[ X : .
members were cons1dered appropriate and were used 1gain for this valuation.

" The rates used for the four classes are shown 1n A pendix 6.

Rates of mortallty and remarriage

J
'

For valuatlon purposes, mortality rates expected to be experlenced in the

l
future were requlred for the follow1ng groups:

(i) the four‘classes of active cOntrlbutors,t“
i |
(31) contr1butors in receipt of annuities whowtcrc retired lor
.r(asons|othcr than disability, males andpf%mdlcs scpatately,
(ii3) contrlbutors in receipt of annuities who“werc rctlred because
of d1sab111ty, males and females separately,

(iv) widows. of deceased male contributors,

(v) ‘widowers 'of deceased female contributorsjiand
i v
(vi) childreﬁ of deceased contributors.

L
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As allowances to spouses are suspended on remarriage, rates of remarriage

expected to be experienced in the future were alse_required for valuation

of these benefits.

The bases usedtfh:the,valuation for each of the above groups are as described

in the following paragraphs:

(1)

(ii)

(iii)

'tr1butors, officers and other ranks, s

Activd,contributors

.\ -

Using ¢he data for active contr1butors1who d1ed durlng the 1971 795
'

oped for active male con-

Ftarately The resulting

perlod new mortallty rates were devel

rates|for officers are generally lower than those used in the 1970

‘valuatlon. 'Those for. other ranks varva1th some being higher and

some lower than those used in the 1970‘va1uat10n. These rates

‘reflect the actual mortality experlence of members of the forces

and. therefore vary somewhat from normal[patterns with ‘insufficient

“data on female contributors, it was Pon51dered advisable to continue

to use the same rates as those used 1ntthe 1970 valuation. All

rates are shown in Appendix 7 to this teport

"
Contrlbutors entltled to annuities who;'were retlred for reasons

other- than dlsablllty : - ;;

The experlence of the 1971-75 period 1nd1cated that for contributors
retlred for reasons other than dlsablltty and entitled to an annuity
the mortallty rates used in the 1965 and 1970. valuatlons continue to
be apprOprlate for those now entitled to an annuity and for those
who would become entitled "in the future . The rates are those of the
a—1949 Table Projected 10 years. ;1 |

The mortallty rates from thls table dnasannulty values based thereon
are shown in Appendlx 8 to this report

v

Contrlbutors entitled to annuities wh0| ere retired because of

dlsablllty ' ii
For male contributors entitled to annuities because:of disability,
a comp4r1qon of actual deaths with thc’dcaths cxpectcd in accordance
w11h thc assumptions used in the 1960, th965 and 1070 valuations in-
dlCchd these rates continue to be su1tgb1e for the valuation of

Y

beneflts payable to those currently re b iv1ng them and those who may

receive  them in the future.
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The rates for male lives are multiples of’SOO% in the first year
of dlsablllty, of 200% in the second year of disability, and
100% thereafter of the male rates in the Canadlan Life Table

i
" 4
i

1950~52. ; As the number of females rece1v1ng annuities because

of dlsablllty at December 31, 1975, was only eighteen and two
deaths oecured in this group during the ]971—/5 period, no study
of the mortallty experience was made. Thefrates of mortality
used for, the 1965 and 1970 valuations, varying multiples of rates
from the%Canadian Life Table 1950-52, werettetained for this

valuatiog.

The mort?lity rates used in the valuation'and annuity values based

thereon are shown in Appendix 9A and 9B to this report, respectively.

" Widows

The mortality rates used for the valuatioé of both present and
future Jidows' allowances were those used“in the 1965 and 1970
valuatlonswhlch were derived from the 1948 57 experience of widows
rece1v1ng allowances under the Public Serche Superannuation Plan.
Experleqce during the 1971-75 period tndléated that these rates

continue to be appropriate.

The remarriage rates used were the select|and ultimate remarriage

rates derived from the 1940-57 experiencettf widows granted pensions
‘1 | oo .

under the Pension Act and previous government administrative orders

from August 4, 1914 to December 31, 1957. QWhile this table of re-

marrlagefrates was the most appropriate one available, recent

experlence has indicated that the select rates of the table at early
duratlons are somewhat lower than correspondlng actual rates for

widows entitled to allowances under the Capadlan Forces Super-~

annuation Plan.
1

In Appendix 10A to this report are éhown:

(a) - select remarriage rates for qulnquennlal ages of
- commencement of w1dowhood 25 to 55 and specimen

durations of widowhood
‘\
(b) - ultimate remarriage rates and aggregate mortality
L

rates for quinquennial ages commﬁq01ng at age 39
I

| .
(¢) - annuity values based on the probﬁbilities of payments
eeasing as a result of remarriagedor death as stated
in the same appendix and for theﬁsame specimen ages

and durations.
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(v) Widowers

As stated in Section I of this report,.the Act was amended to
provide for equality of status between: -male and female contrlb—
utors. As a result of this amendment, the widowers of.deceased
contributors who were members of the forces on and after Dec-
ember 20, 1975 when this amendment beeaﬁe effective are

entitled to annual allowances.

As af December 31, 1975, there were noLWidowers entitled to
beneflts and therefore no experlence under the Canad1an Forces
Superannuatlon Plan on which to base remarrlage and mortallty
rates for widowers of deceased contrlbutors The rémarriage
rates assumed for this valuation weredthe same as thése ueed
for puﬁposeé of the Canada Pension Planl The,mortality rates
are thdse for male lives in the Lifelﬁables 1970-72, Canada, as

published by Statistics Canada.

In AppendixdloB to this report.are shown:
(a) - five year select remarriage rites for quinquennial ages

» of ‘hecoming a widower 25 to SS‘and specimen»durations

since becoming a widower.

d(b) - ultimate remarriage rate andbaggregate mortality rates

for quinquennial ages commencing at age 30.

(c) - annuity values based on the pnbbabilities of payments
‘ cea51ng as a result of remarrlage or death as stated in
the same appendlx and for the same specimen ages and

durations.

(iv) Children
Payments of allowances to chlldren aPe payable up to age 18 in all
circumstances and from age 18 up to dge 25 if the child is unmarried
and attending a school or university. As the mortality rates for
" children are qulte low, it was con51dered sultable to ignore mortal-

ity amongst these annuitants.

Proportlons of deceased contributors and annultants married at death and

average age of spouses correspondlng to ages df contributors and annuitants
at death. '

xr"
I

To determine: the value of future benefits'payable on the death of contributors

who are membens of the forces of entitled to-annuities at death, proportions
i . e+
married at death and average ages of spouses dprresponding to ages of con-

tributors and -annuitants at death were required.
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The proportions for males used in the three preceding valuations were based
on the combined experience of all male lives, active and retired, during
the 1956-60 period. These proportions were considered appropriate for the
current valuation. There appears to be a slow trend towards a reduction

in the differences between the ages of husbands and wives according to
experience during the years 1961 to 1975. As the change is slight, however,
the table of average ages of widows corresponding to ages of husbands at

death used for the 1965 and 1970 valuations was retained.

In view of the lack of data on the proportion of female contributors and
annuitants married at death, arbitrary rates were chosen. The average ages
of widowers corresponding to ages of female contributors and annuitants at

death were based on the cdrrespénding table for male contributors.

The proportions and average ages used in the valuation are shown in Appendix 11

to this report.

Proportion of contributors whose pay is less than the Year's Maximum
. Pensionable Earnings (Y.M.P.E.) of the Canada Pension Plan and Ratlos
of the average pay of such contributors to the Y.M.P.E.

These proportions and ratios were required for the purpose of determining
the effect that the integration of the Canadian Forces Superannuation Act
with the Canada Pension Plan has on the present value of benefits and con-

tributions and on the required rates of government credits to the Account.
' The factors used were developed from the data submitted on salaries of.
contributors showing the number at each age earning less than the Y.M.P.E.

and their average salary.

The factors used are shown in Appendix 12.

,IV. Funding Method

The method used in precedlng valuatlons, known as the ”Entry Age Normal" cost
method was retalned ThlS method contemplaues a current service contribution
rate expressed as a constant percentage of pay equal to a rate applicable to
a repreéentativercohort of new entrants during their contributory membership

~in the plan.
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V. Rates of Cbntributions and Required Creditsito the Account
i ‘ T -
As part of the review of the Account, the total rates of contribution and
credits reguired to be made in respect of new contrﬁbutors to provide for
the benefits undenithe Act were calculated using thb-same assumptions con—
: ! . | ;
cerning future salaries and other factors as were used for the valuation

of benefits and contr1butlons payable in the futurewln respect of cont-

ributors who were members of the forces on December 31, 1975.

The following tabﬂe shows the estimated rates at which contributions.are
made and government credits are required in respectlof new contr1butors

for each of the four classes: and for all classes comblned The d1str1but10n
of members of the forces who became contributors durlng five years ending
December 31, 1975‘1s shown in Appendix 13. However, the values in the
table below are based only on contrlbutors as at December 31, ;975 who

became members of the forces durlng that year.

Average Rates of Contribution and Requjreq Credlts
(as percentages of total pay) .

: "Ratio of
R Required - .- Credits to
. Contributions (net of . Government Contributions
' C.P.P. contributions) Credlts (2)=(1)
(1) B (,2) ‘ ©(3)
% - %
-0fficers )
Males - . 5.8 - . 15.59 . 2.67
Females. ) . 5.82 6.93 ~1.23
Other Ranks
Males  5.46 8.86 . 1.62
Females - 5.15 ' (0.46) - (0.09)
All Contributors 5.55 ©10.76 1.94

The ratio of required government credits to contribntions from contributors,
|

estimated at 1.941 for all contributors combined, 1s;on1y sllgh(]y greater
|

than the ratio oféL.S which has hcen in usc since Aprll I, Iﬂbﬂ In view ol
i. | o

“the satisfactory istatc of the Account in relation 1.;0 the existing provisions

of the Act (sce foJlowing seclion) as well as the phssibilily ol substantive

amendments, retcnklon of the existing ratio of Lovernmcnt credits appears

indicated for the time being.
!



The new valuation assumptions include provision for 5.5% annual increases
in the general level of pay. Under normal pension funding pracfices,
liabilities arising out of increases in pay in excess of the éssumed rate
would be taken c%reof, along with other deficiencies after aliowing for
any gains, folloﬁing receipt of periodic actuarial reports. The Canadian
Forces Superannuétion Act, however, provides for special credits to the
Account followiné authorization of general pay indréases. Acéordingly,
it has been esti@afed that special credits to the Account ih ﬁespect of
such pay increasés:shpuld be made equal to 3.8 timeé the amount of in-
crease in the effective annual payroll in excess df‘5.5% per énnum for
officers, and 3.@ times such amount for other ranks. Under tﬂe existing
provisions of the Act, such credits would be set up.as a deférred charge
to be amortized in five equal instalments. These‘iﬁstalmcnts; together
with instalmeﬁtsiin reépect of any actuarial defiéicncy reported as a
result of quinquéﬁnial actuarial examinations, could be offsef by interest

earnings in excess of 6.5% per annum.



VI. valuation Balance Sheet and Observations

Using the assumbfions and the funding method desFribed in Sections III
and IV respectﬂvely, the results of the valuation are summarized and

the status of ﬁhe Account is shown in the following balance sheet.

Valuation Balarice Sheet as at December 31, 1975

Assets
Balance of Accoubt (Par Value)* ? $ 6,388,368,000
Credits from Gpﬁernment outstanding at _ _
Dec. 31/75 and made in 1976 ' S 30,600,000
Outstanding conﬁiibutions from contributors % 5,612,000

Present value of future contrlbutlons from
members of the' forces j

Current Serviee‘ $ 576,269,000

Prior Service - __ 3,490,000 | 579,759,000

Present value of future instalments from :

retired contrlbutors ! 1,528,000

Present Value‘of future credits from Government ..

(assumed equal to 1.8 times the amount from

contributors) - - f . _1,046,317,000

Total Assets : 1% 8,052,184,000
- " Liabilities :

Present valueréf prospective benefits to and in

respect of contrlbutors who are members of the|

forces o 1 ¢ 4,832,964,000

? - |
Present value of future benefits to perscns |
entitled to an" annulty or annual allowance g

Retired contrlbutors $ 2,018,108,000 i
Widows : . , 64,638,000
. : |
S ‘ A ‘
Children , . 3,955,000 .| | $ 2,086,701,000

Amounts due te‘refired contributors or to

the dependantsfor estates of contributors .799;000

$ 6,920,464,000

Total Liahilities
1,131,720,000

Contingency Reﬁerve

8 8,052,134,000

* The value of‘the Account as at Dec. 31 1975J determined by discounting the
notional 1nwestments at the assumed valuatlon interest rate of 6.5% was
$6,913,873,000. It was decided not to use”such value, so as not to capitalize
interest earnings in excess of the assumed:rate without compensatlng pro-
vision for.pay increases in excess of the zssumed rate. Deferred charges
totalling $ﬂ 012,466,000 were in the procegs|of amortization and would be

H
Iy

considered én unfunded liability, if they vere not included in the balance
of the Acoount 5 '

i .
| . .
{ . [

! a o



The foregoing balance sheet indicates an excess of assets over llab111t1es

fii
of about $1, 132 million., The main gains and losses which had a

bearing on theAdevelopment of this excess 'were as.follows;é

A. Gains,

1.

Changes in the economic assumptlonSwas reported earlier
produced a decrease in actuarial llabllltles of approx-—

1mately $1,603 mllllon

B. Losses'

1.

Estlmates of special credits requ1red in respect of general
1ncreases in pay dur1ng the years. 1971 75 which amounted to

about $1,543 million appeared to have been short by amounts

wh1ch with accumlated.interest came to about $l76 million.
‘»v [ )

Aniestimated $37 million is due to: differences between the -

-~ actual and expected retirements.

Antestimated‘$24 million due to dlfferences between the

actual and expected other termlnatlons

Changes in the actuarial assumptlons for rates of retirement,
w1thdrawal etc as reported earlier resulted in an increase

ynkactuarlal liabilities of $234 million.

As noted aboveb'there is an excess of assets over 11ab111tleS of

$1,131,720, 00011n the Account on the basis of the new actuaxlal

assumptions adopted for this valuation of the lrabllltles in respect

of benefits 1n payment as well as prospective beneflts payable under the

-Canadian Forces'Superannuatlon Act. In the valuatlon whlch produced

the foreg01ng\resu1t no allowance was made for any poss1ble changes

in the method‘of flnan01ng the Supplementary Retlrement Beneflts which

would affect the Canadian Forces SuperannuatlonhAccount Examples of

1

the effect of such changes on the Account are rdported in-Appendix 2.

Until the questlon of the financing of Supplementary Retlrement Benefits

has been. resolved it would seem approprlate to reta1n the foreg01ng

A

excess as a contlngency reserve.




VII. Summary and Conclusion

1. The total contribution rate required from contributors and Government
combined to provide all benefits in respect of current.Service is estimated

to be 16.31% of pay. Allowing for coordination with the Canada Pension Plan,
the effective rate of contribution to the Account from contributors is

estimated to be 5.55% of pay. As a result it is est1mated that Government
credits are required at 1.94 times the contributions of contrlbutors In view,
however, of the existing state of the Account as we11 as the consideration
being given to possible changes in the method of flnan01ng Supplementary Retire-
ment Benefits which would affect the Canadian Forces uperannuatlon Account, it

is recommended that the Government continue to make credlts of 1. 8 tlmes the

contributions from contributors until appropriate amendments to the Act are made.

2. The contribution rates mentioned above make allowﬁnce.for generai salary
increases at the rate of 5.5% of pay per annum. Pursuant to subsection 26(2)

of the Act, additional liabilities arising out of general increases in pay in

excess of this rate are estimated to require Special kredlts to the Account
equal to 3. 8 times the increase in the effectlve anndal payroll 1n excess of
5.5% for offlcers and 3.0 times suchincrease for other ranks Under the ex-
isting prov151ons of the Act, 'such credits would be set up as a deferred charge
to be amortlzed in five equal annual 1nstalments Th%se 1nsta1ments, together
with those in respect of ex1st1ng deferred charges, could be offset by current

interest earnlngs in excess of 6.5% per annum.

3. It appears appropriate to retain the estimated extess of assets over
]1ab111t1es in the Account as at December 31, 1975, ot $1 131,720,000 as a
contingency reserve, pendlng the resolution of the questlon of flnan01ng

beneflts pursuant to the Supplementary Retirement Beneflts Act.,

4. This report .on the Canadian Forces SuperannuationMAccount makes no

~allowance for contributions or benefits related to the Supplementury Retire-

ment Benefits Act. These are discussed in Appendix 2.
In conelusion,‘we wish to acknowledge the eo—operation of the various sections
of the Debartment of National Defence which supplied us with the data on con-

tributors and annuitants and processed them for us in a satisfactory manner.

Respectfully submitted,

(\v\:)CL/kﬂl;.. 6’\-\~kl§LL

Walter Riese
Chief Actuary

Department of Insurance
Ottawa, Canada
K1A OH2 '

July 13, 1979
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APPENDIX 1

Summary of the Canadian.Forces Superannuafion Plan

A. Coverage
Persons covered by this plan comprise
(a) every member of the regular forces of the Canadian Forces,

hereinafter referred to as the.”forces”, who

(i) was a contributor under Part Vv of the former Act -
immediately before March 1, 1960, the date on Whigh.the

Act came into force,

(ii) not‘héving been a member of the forcés.immediately before
'Marchjl}”lgeo, became- a member of‘thé:forqes on o} subsequent

to that date,

s{1di) having been a‘member'df the forces otharch 1, 1960, there-
after ceased to be a member'and'Subsequently-was-?e—enrolled

‘in the forces,

(iv) having been a membér of the forces bu& not a»cbntpibutor under
Part V of the}former Act on March 1,41960; éleCfeH téwbecome a
cdntributor_under the Act within one'&ear from th?t date, or
(v)  having been entitled to a pension under any of Parts I to III
of the former Act on March 1,_1960‘e%ec£ed to-becomé- a contrib-
utor under the Act within one year fﬁom that date; .
(b) former membefs_of the forces who,are entithdlto:annuities payable out
of the Account; and : o
(c) spouses and children who are entitled to annual allowances as dependants
of contributors who died either while membeqs of the forces or while
entitled to annuities payable out of the Acdount.

t

t
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Contributions and Credits to the Account

1.

By Contributor

(a)

(b)

Current Service

The rate of contribution for members of the forces cmvered‘by the
Act is 6. 5% of pay reduced by the amount that the contrlbutor
would be requlred to contribute under the Canada Pension Plan in
respect of pay received by him as a mem?er of the f?rces. (For
example, in 1978 the reduction was 1.8% 'of pay between $1,000 and
$10,400 per annum). :

Contr1but10ns for current service cease: ‘when a contrlbutor has to

hlS cred1t 35 years of pens1onab1e service.

Prior Service

A contributor may elect to contribute in respect of any period of

prior pensionable service as described on page32.

In general, if the election to contribute for a period of prior
pen51onab1e service is made within one year of the member becoming

a contrlbutor, the amount that the member is requlred to contribute
is equal to the total contrlbutlons that he would have had to make
dgring that period of prior pensionable service if the contributions

had been computed

1) for ahy period of service described in (a) and (b) of Note 2 of
sectlon D of this appendix accord1ng to the rate of
pay appllcable to the contributor on the most recent
occasgon on which he became a contr;butor under the Act,

and

2) . for.other.service, according to the rate of_pay:authorized

to Be:paid to him during that period,

and at‘the rétes of contribution applicatie to the period. The
rates which apply are for male members, S;O% for service on or
beforemM?rch 31, 1976 and 6.5% for service after th?t date, and
for female members 6.0% for service on or before Mar. 31/69, 5%
for servtcc from that date to Jan. 31/76,aand 6.5% for scrvice
since that date. Contributions for any perlod of" pruor pcension—

able serv1ce ‘after Dec. 31/65 are subJect to adjustment for

_1ntegrat;pn with the Canada Pension Plan.-,All contributions are

increaSehiby simple interest at the rategoT 4% per ?nnum from

the middle of each fiscal year of prior%éervice to the date of

election.
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There are a few minor exceptions to this general rule which‘it

was considered unnecessary to give in detail in this report.

If a contributor fails to make an election in respect of a period.
of prior:pensionable service within-the prescribed time, he may
make an election at any later time while he is still a member of
the forces provided that he is in good health at date of election;
However, the rate of pay used in determining the contributions_for.
such prior service will be the rate of pay authorized to be paid -

to the contributor at the time he makes his election.

Contr1but1ons in respect of pr1or serv1ce may be pa1d 1n a lump sum,

or by monthly 1nstalments, payable for l1fe, or for a per1od ceas1ng

“upon death or complet1on of a f1xed number of years whichever is

earlier. Monthly instalments are computed on’ the basis of the
Canadian Life" Table No. 2 (1941) Males or Females, as the case may

be, and 1nterest at 4% per annum

2. By Government

The Government makées credits to the‘Account as foflomsé

(a)

(c)

in each quarter such multiple of the total amount pa1d 1nto

‘the sa1d Account dur1ng the preced1ng quarteq hy way of

contrlbutlonslln respect -of current serv1ces|and past serv1ces

rendered by contr1butors as is Spec1f1ed by the M1n1ster of

Finance, As of April 1, 1969, the amount was increased from

12/3 to 1.8 t1mes the amount of contr1but1oﬂs by contributors:

in each f1scal year, an amount representing 1nterest on the

balance 1n“the Account from time to time calculated at the

interest rate assumed in the preceding actuar1al valuatlon

and at such ”supplementary" rate as might belprov1ded by

regulatlons." Further details are given in Sectlon III C of
thiS'report;n; '
following autqorization of any pay increase‘épblicable to at -
least one pericent of the members of the forces, an amount
represent1ng,’1n the opinion of the M1nlster|of Flnance, the

increase 1n the net liability for benefits résult1ng from that

pay 1ncrease,‘ The amount so cred1ted is charged to the.
Consol1dated _Revenue Fund in f1ve equal annual 1nstalmentS-
‘commen01ngﬁ1n,the fiscal year in which the pay 1ncrease ‘was
authorized. In accordance with the recommendatlon in the report
on the lQ?é actuar1al valuation, the amount-qred1ted, as a

il e
B b

|
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multiele of the amount of increase in the an?ual payroll of the

group receiving the increase, was 5.1 for officers and 3.0 for

other ranks;-

(d) following fhe layiﬁg before Parliament of any ectﬁarial reporf
 an amount, as 'in the opinion of the Ministeq of Finance is re-
quired, ip éddition to the amount then to tWevcredit of the said
Account, td meet the cost of the benefits pdyable from the Account.
The amount so credited is charged to the Consolldated Revenue Fund
in five equal annual instalments commencing : in the fiscal year in

which the neport is laid before Parliament.

The Minister of Flnance may apply the’ supplementdry 1nterest descrlbed in

(b) above to reduce the instalments descrlbed in, (c) and (d) above.
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C. Summary of Benefits
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’

(The explanatory notes referred to in the following summary are given in

Section D of this Appendix.)

!
{

1. Contributors who are members of theﬁforces

Service in the Forces (Note. 3)

Type of Termination

Retirement because of
age (Note 6)

Retirement on completion

of short engagement

(Note 4) :

(a contributor who has:
not reached retlrement
-age, and - '
is not serv1ng on" an
1ntermed1ate_engagement
(Note 5) or for an
indefinite period'of
service) :

Retirement on completion

of intermediate engage%ent

(a contributor who haSHnot
reached retirement age
and is not serving- for
an indefinite period of
service)

Retirement during an
indefinite period of .
service after having
completed an intermed- |

iate engagement and prﬂor
to reaching retlremeqt}age,
for reasons other than:
disability, economy or’
efficiency, or mlsconduct

Compulsory retiremehf;:
because of disability

oy
1% ‘!1‘

3 years or less

More than 3 years but
less than 10 years

10 years or more

Less than 10 years

More than 10 years but

less than 20 years

20 years or more

. Less than 20 years

20 years or more

Any length

Less than 10 years

10 years or more

Benefit

Return of contributions
(Note 7)

Return’ of contributions
or cash termination.

allowance (Note 8),

whichever is the greater
Immediate annuity (Note 9)

Return of contributions

Officer contributsérs.:

other than subordinate

officers, at the option

of the’'contributor,

(1) return of contrlbutlons
‘or

(2) deferred annuity.

other contributors,

return -of contributions

See retirement for other
reasons

See retirement for other
reasons

Immediate annuity

Immediate annuity to

which contributor was
entitled upon completion -
of intermediate engagement
increased to such extent,
not exceeding the immediate
annuity to which contributor
would be entitled if re-
tiring ion account of age,
as prescribed by regulation
(Note 10)

Return ‘of contributions
or cash termination
allowance, whlchever is
the greater

Immediate annuity
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'Type of Térhination

Compulsory retirement
to promote economy on
efficiency

Compulsory retirement
because of misconduct,
as defined in the Act ¢

Retirement for other
reasons :

Death leaving no R

. spouse or eligible
children under 25
(Note 14)
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Service in the Forces _

3 years or less

More- than 3 years but
less than 10 years

10 years or more but
less than 20 years

20 years or more
Less than 10 years

10 years or more

Less than 10 years

10 years or more:But .
less than 20 years

20 years or more but
less than 25 years

25 years or more

Any length

- contributor

‘Benefit .
Return:of contributions

Return of contributions
or cash termination
allowance, whichever is
the greater.

At the option of the

(1)  return of contributions

(2) deferred annuity

(Note 11), or

(3)  with consent of the
Minister an immediate
reduced annuity
(Note 12)

Immediate annuity

" Return’ of contributions

Return of contribufions

.. or with the consent of the
. Treasury Board, the whole

or anyipart specified by
the. Treasury Board of the
annuity to which the con-

- tributor would have been

entitled, at the time of
his retirement, if he had
been compulsorily retired
to-promote economy or
efficiency (Note 13)

Return of contributions

At option of contributor

(1) return of contributions
or o

(2) deferred annuity

Immedi?te reduced annuity

Officer contributor

- immediate reduced annuity
Other than officer
contributor

- immediate annuity

Return of contributions or
five times the annuity to
which -the contributor
would have been entitled
at the time of his death,
whichever is greater



Type of Termination Service in the Forces Benefit

Death leaving spouse and/ Less than 5 years '~ Return of contributions or
or eligible children " an amount equal to one
under age 25 ' "month's pay of the deceased

~contributor for each year

' of pensionable service to
hi: c¢relit, whichever is

' the greater

S years or more Annual allowances
(Notes 14, 15 & 16)

2. Former Contributors who are receiving annuities
or: are entitled to deferred annuities

Type of Termination : Benefit

Death leaving no spouséor eligible Minimum benefit (Note 16)
children under age 25 : : !

Death leaving spouse and/or eligible Annual allowance
children under age 25
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D. Explanatory Notes to Stmmary of Benefits in Section C of this Appendix

Note 1: Pay

The term "pay'", as it applies to a contributor under this plan and as
it is used throughout this report, means pay at the rates prescribed by
the regulations made pursuant to the National Defence Act together with

I
the allowances prescrlbed by the Canadian Forces Superannuatlon Regulations.

Note 2: Pensionable Service

: . . . .
The amount of any annuity, cash termination alloance or annual allowance

‘ L
to which a contributor or his dependants may becqme entitled under the Act

depends upon the inumber of years of "pensionable Isérvice' to the credit

of the contributor at the date he ceases to be a?hember of the forces.

o
""Pensionable service" is described in detail in éhe Act. In general, the
pensionable servfce of a contributor inciudes anirperiod of service in the
forces for which;he-has contributed or has electéd|to contribute. It may
also include, ifjthe contributor elects to contrib?te therefor, - any period

of prior service.

(a) as a full-time, paid employee in the Public Service,
: o
(b) as a member-of the Royal Canadian Mounted Poclice,

(c) as a member: : ' !

(i) . on active service during time of war!of the naval, army
! 1 O Y

or air forces of Her Majesty raised bnyanada,
(ii)- of the Canadian Army Special Force eetgblished in 1950,

(iii) for three months or more of the Canadﬂan Forces or of the
.nava&, army or air forces of Her Majegty raised by Canada,
other than the regular force, prov1deJ that such service was
full t1me and continuous,

(iv) of the naval, army or a1r forces of ng Majesty other than
'those raised by Canada, provided that1
tlme service during time of war or otherw1se in the permanent

such serv1ce wias full-

forces, and

B
one-fourth of any period of prior service in. the Canadian Forces or in the
naval, - army or a1r forces of Her Majesty ralsed‘by Canada, other than the

\
regular force, durlng which the contributor waﬂhllable to be called out for

periodic tralnlqg or duty otherwise thanvdurlngkan emergency.
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Note 3: SerQice‘in the Forces

The length of a contributor's "service in the forces' together with
circumstances of hlS termination of service govern the typc of

benefit payable to him or to his dependants.

For most purposes, 'service in the forces" means service in the
regular forces of the Canadian Forces excluding any service for

which a contributor was paid a return of contribuﬁibns or lump sum

payment under this Act and for which he did not on: subsequent
enrolment elect .tol pay. However, for the purpose of computlng the
length of service in the forces of a contributor who dies leaving
dependants entitled to benefit or who is compulsorlly retlred either
because of d1sab111ty or, in some 01rcumstances, to promote economy
or efficiency, certa1n types of elective service are prescrlbed by
the Act as ”sePV1ce in the forces' in addition to. serv1ce in the
regular forces. Such additional "service in the ferces” consists of
any periods of elective pen51onab1e service descrmbed in items (a),
(b) and (c¢)(i), (11) and (iii) of Note 2 w1th the . prov151on ‘that the
serv1ce descrlbed 1n item (c)(111) must have been.ln a theatre of

act1ve operatlons

p
When calculatlng the length of service for purposes of determ1n1ng

the benefits payable upon voluntary retirement of'! a contributor with
10 or more years éFrv1ce in the regular forces, any period of active
service during t1me of war in the naval, army or alr forces ‘of Her

Majesty raised by,Canada is included.

i e
o

Note 4: Short Engégement

1"
i

As defined in the Act, short engagement means a fuxed perlod of service
of a member of the regular force as an offlcer,_other than as a sub-
ordinate offlcer,'of such duration shorter than an intermediate engage-
ment as is. prescrrhed by regulation. A period of|9 years has been
prescribed by regulatlon for a short engagement for OfflcePS The period

of initial basic: engagement for other ranks is 3. to 5 years.-

Note 5: Intermedﬂate Engagement
B T .
I

As defined in the hct, 1ntermed1ate engagement means a flxed period of
service of a member of the regular force of such durat1on as is pre-
scribed by regulatlon A period of serv1ce to complete 20 years of

e
total continuous s%rv1ce plus any additional time Fecessary ‘to reach

age 40 has been prescrlbed as an intermediate engagement for all

members.
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Note 6: Retirement because of Age

Retirement because of age in this report means cea51ng to be = member
of the forces at' or after the retlrement age prescr}bed for the rank
of the contrlbutor for any reason other than dlsabllnty, misconduct,

or death. The prescrlbed retirement ages are descrlbed in section IIIE

of this Report.

Note 7: Return of Contributions

Return of contributions means the payment of an aﬁoﬁnt equal to the i
total current ana prior service contributions paid By the coptributor

into the Canadiag'Forces Sdperannuation Account or paid into any other
superannuatlon account or pension fund and transfer;ed to the Account

plus interest on all amounts at the rate of 4% per gnnum to December

31lst of the year 1mmed1ate1y preceding the year themcontrlbutor ceased

to be a member of?the forces. Interest is credlted%each December 3lst
(beginning in 1974) on ‘the accumulated contfibdticﬁg with interest as

at the prior December 3lst.

Note 8: Cash Termination Allowance

Cash termination allowance means an amount equal foione month's pay
at the rate authorized to be pa1d to the contrlbutor at date of term-
ination mult1p11ed by the number of years of pen51on 'ble service to
the credit of" the contributor minus the total- rcduﬁtlon in basic con-
tributions as a result of integration of the Plan ?Fth the “anada

Pension Plan. - : /

Note 9: Immediate Annuity
. i)

Immediate annulty means an annuity that becomes pa}able immediately
upon retirement. The annual amount of the annultyhls equal to 2% of
the. contributor's average annual pay in respect of\any selected six-
year period of pen51onab1e service multiplied by hlS number of years
-of pensionable serv1ce not exceeding 35. If a contrlbutor has reached

age 65 and ceased to be a member of the forces, orwlf he isjentitled to

a disability pcnsion under the Canada Pension Pla‘n“"Ig the amount of the

y
annuity to which hc 1s entitled under the Act is rﬂduced by '0.7% of his

M

average annual pay used in determining the amount: ?f the annuity, not
" multiplied by the

number of years of pensionable service after 1965 or after he attained

age 18, whichever 1s later, but not exceeding 35 years ”Average

Maximum Pensionable Earnings' is the average of th% Year's Maximum

0
exceeding the ”Average Maximum Pensionable Earnlngs



Pensionable Earnings, as defined in the Canada Pension Plan, during

the contributor's last 3 years of service.

All annuities are normally payable in equal montﬁly ir.staiments in

arrears until the end of the month in which the contributor Jies.

Note 10: Annuity payable upon Retirement during an Indefinite Period

of Service

The amount of annuity prescribed by fegulation tc which a contributor
who, not having reached retirement age, ceases to be a member of the
regular force while on an indefinite period of sérvice after completing
an intermediate engagement for any reason other than disabiiity,ato pro—
mote economy or efficiency, or misconduct is entitled is equal to the
greater of an immediate annuity based upon his pen51onable service to
date of completlon of his intermediate engagement only and hlS six year
average annual pay at date of retirement, and the immediate annu1ty based
upon his total pen51onab1e service to date of ret1rement and his six year
average "annual pay at that date réduced by 5% of' such amount of annuity
for each full year by which his age at date of retirement.ia less than

the retirement age applicable to his rank.

Note 11: Deferred Annuity

Deferred annuity méans an annuity that becomes payable upon : ttainment
of age 60. The annualipayment is determined on the same basis as for

an immediate annuity.

If a former contributor under the age of 60 eligible for a deferred
annuity under the Act becomes disabled and receives a pension under the

terms of the Canada Pension Plan, his annuity is converted to an immediate

'annuity. If he later ceases to be entitled to a disability , ntion and

has not reached age-GO, his immediate annuity reverts to a dererred annuity.

Note 12: "Immediate Reduced Annuity

Immediate reduced annuity means an immediate annuity where t = annual

amount of the annnity as determined in Note 9 is reduced as .tuied below.

If a contributor is compulsorily retired to promote economy or efficiency,
and has ten or more years but less than twenty years of service, he may
choose with the consent of the Minister of National Defence an immediate
annuity reduced,until such time as he reaches age 65 but not ‘thereafter, .

by 5% for each full year not exceeding six by which




(A) . the period of his service.in the forces is less than 20 years, or
(B) his age at the time of his retirement is less than the retirement
age applicable to his rank, _ ‘

whichever is the lesser.

A contributor who, not having reached retirement age, ceases to be a member
of the forces for any reason other than disability, to promote ecenomy or
efficiency, misconduct, or while on an indefinite period of §ervice-is
entitled p
1) if he is an officer and has served in the forces for 20'years or
more, to an immediate annuity reduced by 5% for eacb full year by
which his age at the time ef his retire@ent'is'lese than the
retlrement age appllcable to his rank ‘ ' | : '
2) if he is other than an officer and has served in the forces for
20 years or more but less than 25 years to an 1mmed1ate annuity
reduced by 5% for each full year by whlch
(A) the period of his service in the forces is less than 25
years, or . _ S - ‘
(B) his age at the.time of his retirement is less than the
. Aretlrement age appllcable to his rank

whlchever is the lesser

Note 13: Retirement because of Misconduct

In the case of comﬁulsory retirement because of misconduct, the contributor
is entitled to a return of contributions, or if he has serve§ in the forces
for 10 or more years, with the consent of the Treasury Board; the whele or
any part specified by the Treasury Board of any annuity to which he would
have been entitled had he, at the time of his retirement, been compulsorily
retired to promote economy or efficiency, except that in no ease shall the
capitalized value of any reduced benefit (based by Regulation on the a(f)
and a(m) ultimate mortality table and an interest'rate of 4%) be less than

the return of contributions.

Note 14: _Eligible Children

Eligible children under 25 includes all children of the contfibutpr.under
age 18, and any child of the contributor over age 18 and under 25, unmarried,.
and in full-time atteﬁdénce at a school or university, having been in such

attendance substantially without interruption since he or she reached age 18

or the contributor died, whichever occurred later.



Note 15: Annual Mllowances*

'1

;. _

Annual allowanceﬁ to a widow and children of a contrlbutor means

annuities that become payable immediately upon the death of the
contributor. The amount of the allowances are determ1ned with
references to a Has1c allowance and are ordinarily payable in

equal monthly instalments.

The basic allowamce is equal to 1% of the averagelahnual pay of

the deceased conérﬁbutor in respect of any selected;six—year period
of his pensionabﬁelservice multiplied by his number of years of

pensionable service not exceeding 35.

A widow is ent1tled to an annual allowance equal’ to the bas1c

allowance except under the following c1rcumstances

(a) 1if the”aée of the contributor exceeded that of his
' widow b&:ZO or more years the allowance'is reduced

as prescribed by regulation,

(b) if the contrlbutor dies within one year after marrlage,
no allowance is payable to his widow 1f the Minister of
Nat1onal:Defence is not satisfied that the contrlbutor

was at the time of his marriage in such|a condition of
health as to justify him in having an expectat1on of
surv1v1ng for at least one year thereafter,
|

(c) 1if a widow remarries, the payment of any allowance is
suspended but is resumed in the event of d1ssolut10n or
,annulment of that marriage or death of her husband by
that marr1age. In lieu of any further cla1m to the pay-
ment of the allowance, an amount equal to:the return of
contr1but10ns less the total amount of beneflt payments
made to the contributor and to his w1dow and ch1ldren may
be paid to the widow at any time. before the d1ssolut10n or
annulment of that marriage or the death|of her husband by
that marr1age, if there is no child of the contrlbutor
entitledfto an allowance. |

- S »
(d) if a member of the forces marries after age 60, his widow
' is not: ent1tled to any annual allowance, ‘unless after

marrlagelthe member became or cont1nued to be a contrlbutor
1
|
* In this Note, ds' in this whole report, to ensure equality of status
|
of male and female contributors, terms 1mport1ng a male person may
be read to 1mport a female person and vice-versa.
. \ .
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The annual allowance for an eligible child is equal to 20% of the
basic¢ allowance, orﬁif the contributor died leaving no widow.or

the widow is dead, 40% of the basic allowance provided thal the
total amount of allpwances to children shall not exceed 80% of the
basic allowance, or .if the contributor died without leaving a widow
or the widow is d%ad, 160% of the basic allowance. Allowances are
‘not payable to ch&ldren of a widow who is not entitled to an
allowance as the result of death of a contributor within one year
of marriage under the circumstances stated in paragraph (b) of
this note. Except as prov1ded by regulation, allowances are not -
payable to a ch11d who was born, adopted or became a stepch11d of

a member of the- forces when he was over 60 years of age unless he
became or continuéd- to be a contributor after he was 60 years of age.

Note 16: Minimum'Benefit
. ——

If upon the death”of a contributor there is no person to whom an
allowance prov1ded under the terms of the Act may be pa1d, orh if the
persons to whom such allowances may be paid die or cease to be
ent1t1ed thereto and no other amount may be pa1d to them, there is

pa1d to the estate of the contributor

(1) if the contributor was not a member of the regular force
upon or:after December 20, 1975, any amount by which the
amount of return of contributions exceeds the aggregate

of ‘all amounts paid to those persons and to the contrlbutor,

(2) if the contributor was a member of the regular.force upon or
after ﬁecember 20, 1975, any amount by which the greater of
- the amount of the return of contributions, and. an amount equal
to five;. t1mes the immediate annuity to which the contrLoutor
was or‘would-have been entitled at the time of his death
exceeds the aggregate of all amounts paid to those persons
and to the contributor, or
(3) if the cohtributor was retired and entitled to an immediate
annu1ty‘from which a deduction had been made as a result of
1ntegrat10n with the Canada Pension Plan, any amount by which
the cash term1nat10n allowance exceeds the aggregate of all

amounts pa]d to those persons and to the conterutor

K
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APPENDIX 2

- Supplementary Retirement Beneflts

‘In 1970, the Supplementary Retirement Benefits Act géRBA) was passed to provide
supplementary benefits related to increases in the cost of living for persons
in receipt of pensions payable out of the Consolidated Revenue Fund This
Act applies to former contributors to the Canadian F%rces Superannuatlon Account
and their dependants who are entitled to annuities or‘annual allowances.

i
The supplementary benefit is calculated by mu1t1ply1ng the amount of the annuity
or annual allowance to which the person is entitled trom the Canadlan Forces
Superannuation Account by the ratio of the Benefit Index for the year of payment
to the Benefit Index for the year in which the person to whom or in respect of
whose service the pension is payable ceased to hold offlce, and subtractlng the
amount of the annuity or annual allowance. The Benetlt Index for the years
prior to 1971 is shown in a Schedule in the Act ,The Beneflt Index for any year‘
after 1970 is equal to the Beneflt Index for the precedlng year mu1t1p11ed by the%
average of the Consumer Prlce Index for Canada for the twelve—month perlod endlng
on September 30 of that precedlng year and d1v1ded‘by the correspondlng average for
a period one year earlier. Prior to 1973, the 1ncre£se in the Beneflt Index was
limited to a maximum of 2% in any year. An amendment to the Supplementary Retire-
ment Benefits Act in 1973 removed that limit and provided that the increase payable
in January 1974 would take into account increases in|ithe cost of living above the,

2% ceiling since 1970.

Under the terms of'the original Act of 1970, the supplementary senefits were-payahle
to all former contributors in receipt of annuitieslor-annual sllowances who had
attained the age of 60, or, if less than that age, ‘were disabled, and to all

widows and children,in receipt of annual allowances.J The amendments effective
January 1, 1973 provided for the payment of beneflts 10 former contributors aged

55 to 59 ‘and in recelpt of annuities or annual allowances in cases where the total
of service and age equals or exceeds 85. ‘E’. .

The Canadian Forces Superannuation Act was amended?ln 1970, by the addition of

Part III, to require that contributors pay 0.5% oi the1r pay . to the |
Supplementary Retirement Benefits ‘Account in add1tlon to their contributions to

the Superannuat1on‘Account By a further amendment in 1973, prov1slon was made

for an increase 1n this contribution rate from 0. r% to 1.0%, commencing January 1,
1977. Such contributions are payable until the member retires. The government ‘
makes credits to the ACCOunt equal to the contrlbutrons of the members. The

liabilities of the Superannuatlon Account are not'affected by these contributions

to or the benefits payable from the Supplementary:Ret1rement Beneflts Account.
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Interest is also credited to the Supplementary.Retirem%at Benefits Acccunt at
the end of each quarter The amount of the interest. is calculated monthly on
the minimum balance at a rate of interest representat:ve of the yield on out—
standing Government of Canada bonds having a term tojmaturlty of 5 years, less

1/8% of 1%.

Prior to January 1, 1974, the Supplementary Retirement}Benefits‘Act~provided that
all supplementary benefits would be charged to the Acccunt Slnce that date, those
benefits paid in respect of a former contributor are: charged to- the Account only
until their accumulated total equals the aggregate of a11 amounts credited to that
Account in respect of that person, including 1ntercst Supplementary benefits

paid in excess of that aggregate are then charged to the Consolldated Revenue Fund.
The Act also prov1des for a return of contributions pa1d by a member to the
Supplementary Ret1rement Benefits Account, to the extent that such contrlbutlons

exceed any beneflt that has been or may be paid in respect of h1m

The Supplementary Retlrement Benefits Act applies to actlve members and former
members of the Canadlan Forces who are entitled to beneflts under the Defence
Services Pension Cont1nuat10n Act as well as to those entitled tn benefits under
the Canadian Forces‘Superannuatlon Act. Contrlbutlcns paid by bo.h groups of
members and other credits to the Account, and supplementary benefits paid to
former members and the1r widows and children receiv rng‘ba51c beriefits under either

Act, and other charges to the Account during the flscal years 1975 76 1976=77
and 1977-78 are shown below.

"Canadian Forces. Supplementary RetirementhenefiL_

Credits to Account - 1975-76 | 1976=77 - 1977-78

Contributions from members $ 5,082,393, K 7,066,231 $12,016,621
Government credits 5,082,393{ 1 7,066,231 12,016,621
Interest o 2,004,601 3,141,774 4,748,169

Transfers in - : - -

i I :
$12,169,387 1 - $17,276,2:§6 $28,781,411

Charges to Account '

Supplementary Benef?tf $ 224,207 $ 194,429 § 234,554
Refunds on withdrawal. ' 549,882 584,248 816,036
Transfers out | , 46,827 38,818 34,045

$ 820,816 '$ 817,495 $ 1,084,635
o _
\

Balance in Account ﬂend of year) $31,367,922 |

$47,826,664  $75,523,441
| :
|

Charges to Consolidatéd Revenue Fund ;

Supplementary Benefits $24,549,717 | '$37,025,409  $50,616,739
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- <;§§er the partially funded system of financing supplementary retirement benefits

as it existed on December 31, 1975, a substantial balance will be accumulated in

. the Supplementary Retirement Benefits Account. However, on the basis of the

assumptions used for purposes of Section V of this report on the Canadian Forces

.Superannuation Account and, for consistency with other assumptions, an assumed

rate of increase in the Consumer Price Index of 3% per annum, it has been

‘estimated that the supplementary benefits will likely always remain a direct

.charge on the Consolidated Revenue Fund, unless the total of contributions

and credits to the Supplementary Retirement Benefits Account were increased from

2.0% to about 5.6% of payroll. Yet the contingency reserve in the Canadian

Forces Superannuation Account would grow.

Other methods of financing supplementary retirement benefits are presented below.

(a)

Required Contributions and Credits to the Canadian Forces Superannuation
Account 1f beneflts pursuant to the Supplementary Retlrement Benefits Act

Using the above—noﬁed assumptions, and methods analogous to those used for
purposes of Section V of this report, the total required from the contributors
and the Governmentlcombined to fund future superannuation benefits, increasing
in accordance with the Consumer Price Index*, in.respect of current service
was calculated to qé 21.9%** of payroll. After making allowance for coordin-
ation with contributions payable to the Canada Pension Plan, contributions from
members of the forees, including 1% contributions to the Supplementary Retire-
ment Benefits Acceunt, are calculated to be equivalent to 6.6% of pay. It
follows that credits on behalf of the Government in respect of the combined
benefits would have to be equivalent to about 15.3%** of pay, or 2.3 times the
contributions recelved from members of the forces.

In addition, a proeedure analogous to the existing procedure could be adopted
under which spe01al credits would be made in respect of liabilities arising
out of (1) general‘pay increases in excess of the assumed 5.5% per annum, and
(ii) increases tolannuities and allowances to former contributors and their
dependants in exce%s of the assumed 3%, either or.both of which could be off-
set by interest earnings on the Account in excess of the assumed 6.5%. With
such a procedure, the only gains and losses attributable to variation of ex-
perience from the bas1c economic assumptions that would emerge at periodic
actuarial examlnatlons are (i) gains from general pay increases and increases
to annuities and allowances below the assumed rates, and (ii) losses and un-
used gains from 1nterest earnings below and above" the assumed rate, respectively.

Alternatively, thermore common practice of lettlng all actuarial gains and

losses accumulate until the following actuarial examination could be adopted.

* .

* k]

Actual payment of'adjustments depends cn provision'of SRBA.

For simplicity, the‘cost of returns of contributions in respect cf the 1%
SRBA contributions was ignored.
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Valuation Balance Sheet combining Canadian Forces ‘Superannuation and
Supplementary Ret1rement Benefits including future ad, stments to
pensions in payment in accordance with assumed rate ol inflation

This balance sheet differs from the balance sheet in Section VI of this
report to the extent that (i) the assets ineludefa.share of the Supple-
mentary Retirement Benefits Account, the presentwyalue of the 1% S.R.B.A.
contributions,land total Government credits basedﬁon a factor of 2.3 times
the amount from contributors, (ii) the value of 'prospective penefits to
former contributors and their dependants includestthe value. of all
supplementary benefits based on the Benefit Indexlfor 1975 and makes .
provision for continued_increases at the rate oféﬁ% per annum,* and (iii)
the value of prospective benefits to active contributors and their

dependants includes provision for increases to annuities and allowances

'in'payment.at the rate of 3% per annum* In otherWWOrds, all the assump-

tions are cons1stent with those used for purposes of calculatlng the

required contr1but10ns and cred1ts in (a) above.
Assets

Balance of Canadlan Forces Superannuat1on

Account and shdré of Superannuation ‘con-

tributors in Supplementary Retirement 4

Benefits Account ¢ 6,416,668,000

Credits from Government outstanding at
December 31, 1975 and made in 1976 - 30,600,000

Outstanding contributions from contributors :\‘ 5,612,000

Present value of future contributions from
members of theﬁforces ' 582,664,000

Present value of‘future instalments from

retired contr1butors 1,528,000

Present value of ‘future credits from the Government

(assuming 2.3 t1mes the amount from contributorsd: ' 1,573,642,000
Total Assets: - $ 8,710,714,000
Deficit: 1, 564,280,000

$10,274,994,000
Liabilities |
Present value of prospective benefits to and
in respect of active.contributors who are

members of the forces | $ 6,649,895,000

Present value of future benefits to persons o
entitled to an annuity or annual allowance J 3,624,500, 000

Benefits to former contributors or dependants _
or estates due in 1975 and paid in 1976 799,000

Total Liabilities: $10, 274,994,000

subject to deferment, as may be provided by'the SRBA.
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C;}(-c) Valuation Balance Sheet for Canadian Forces Superannuation Account on
assumption that interest in excess of 3.5% on the pensioner equity be
used for financing Supplementary Retirement Benefits on a pay-as-you-go basis

It has been suggested from time to time that adjustments to{pensions in pay-
ment might be financed on a current basis at least partially by using interest
earnings in excess of what might be considered 'real' interest or interest
under non-inflationary conditions. If such a method of operation were imple-
mented (and it was implicit in Bill C-12, Fourth Session, Thirtieth Parliament)
then consistent with the implicit assumption of a 3% inflation component, tne
6.5% interest rate assumed for purposes.of the Canadian Forees Superannuation
Account would have to be reduced to 3.5% in respect of peridds after benefits
" become payable. This would be equivalent to assumlng 1ndexed benefits some-
what earlier than in (b) above.and could be expected to prov1de a. ‘substantial
margin over current requirements for’ supplementary benefits which could be
applied against deficiency amortization requirements (as at present). The
present balance sheet differs from the preceding one only to the extentvthat
the value of prospeetive benefits to former contributors and their dependants"
assumes interest at 3.5%. but does not include the value of{sUpplementary'
benefits (51nce they would continue to be paid out of the Supplementary
Retirement Beneflts Account), the assets do not include a share of that
account, and (since contributions from members of the forces would not in-
clude the 1% contributions payablée to the Supplementary Retirement Benefits
Account) required credits from the government would be equal to 3.1 times .

contributions received from members of the forces.

Assets
Balance of Canadian Forces Superannuation Account © $6,388,368,000
Credits from Government outstanding at December 31, .
1975 and made'in 1976 . o - 30,600,000
Outstanding contributions from contributors o 5,612,000
Present value of future contributions from
members of the forces ‘ 579,759,000 ‘
Present ‘'value of future instalments from
retired contributors : . : . . 1,528,000
Present ‘value of future credits from the Governmentk 4
(assumlng 3.1 t1mes the amount from contrlbutors) 1,801,990,000
Total Assets: ‘ $8,807,857,000
Deficit: | 1,065,274,000 °

$9,873,131,000

Liabilities"
Present value'df prospective benefits to and in ' |
respect of contrlbutors who are members of the _
forces . ‘ ~ $6,928,932,000

Present value’ of benefits to former contributors '
and their dependants entitled to an annuity or
annual allowance : ‘ 2,943,400,000

Benefits to former contributors or dependants or i
estates due in .1975 and paid in 1976 . 799,000

Total Liabilities: $9,873,131,000




(d) valuation Balance Sheet combining Canadian Forces Superannuation,and
Supplementary Retlrement Benefits based on Benefit Index for 1975

This balance sheet presents the Situation on a fully funded basis, if
adjustments to pensions in payment were assumed to be granted annually or,
in other words, if future increases were not considered to be guaranteed.

It differs from the balance sheet in Section VI cnly to the extent that the

Assets include a share of the Supplementary Retirement_Benefits-Account,

the liabilities in respect of former contributors and theirﬁdependants

include the value -of all supplementary benefits based on the Benefit Index

for 1975, and since contributions from members of the forces would include

the 1% contributions to the Supplementary Retirement Benefits Account, credits

from the government would be equal to 1.5 timesﬂcontributions from members of

the forces.
Assets
Balance of Canadian Forces Superannuation

Account and share of Superannuation contributors S
in Supplementary Retirement Benefits Account . $6,416,668,000

Credits from Government outstanding at i e
December 31, 1975 and made in 1976 o e 30,600,000
Outstanding contributions from contributors L e 5,612,000.'

Present value of future contributions from membersz'
of the forces:. . : : , . 682,664,000

Present value. of future instalments from S
retired contributors ; 1,528,000

Present value of future credits from the
Government (assuming 1.3 times the amount from

contributors) -L: 1,026,288,000

Total 'Assets: $8,163,360,000

|
;

Liabilities

Present value of prospective benefits to
and in respect of contributors who are o
members of the forces : A o $4,832,964,000

Present value of benefits to former
contributors and their dependants entitled _
to an annuity or annual allowance i’ $2,557,719,000

Benefits to former contributors or dependants

or estates due in 1975 and paid in 1976 b 799,000
- ‘ Total Liabilitiés: $7.,391,482;000
Contingency Reserve i 771,878,000

$8, 163,360,000

With this method of funding, the additional liaqility incurred by an annual

increase to pensions (payable whenever a pensroner is eligible for adjustments
under the SRBA) at. the 1mplic1tly assumed annuaﬂ\rate of. increase in the

Consumer Price Index of 3% would be equivalent |currently, ‘to 7.3% of 'pay.



Appendix 3

Salary Scales

- Males : o Females
e Cd it
e Officers Other Ranks Officers Other Ranks
' il g
15 .156 _ .298 -394 2352
16 4156 .298 394 .352
17 - .156 .298 394 .352
18 | o156 .298 394 .352
19 .161 312 .398 .367
20 167 .333 .403 .398
21 .. .180 .365 411 .433
22 1 0214 .418 <420 471
23 356 . 482 - 431 514
24 o473 .523 <445 «559
25 © 4529 «553 462 . - ,601
26 [ .564 .576 .485 .639
27 1.591 0 0 .595 - 515 .671
28 ' .613 612 552 696
29 633 - o .628  +590 718 -
. L
30 | .649 641 623 .736
31 - .666 654 .651 .752
32 . .681 .665 675 766
33 L +695 676 .696 .781
34 - .707 .687 714 794
35 C W 719 <697 | .750 .806
36 L .730 .706 44 .816
37 741 716 .758 .827
38 .751 .727 771 .836
- 39 . . 0761 0737 . .7,84 0844
40 L WT72 747 : .796 .852
41 . .781 757 -809 .860
42 o .791 .768 .822 .867
43 . 801 .780 .835 874
44 - .811 792 849 .881
45 | .822 .806 .864 .887
46 |, «834 . .821 .883 .894
47 1 4848 .837 .901 902
48 | 4867 .854 917 .908
49 1 .891 .872 .930 916
50 917 . +892 .9%2 923
51 936 911 © 4952 .930
52 t 4950 .928 961 .937
53 961 943 971 4945
54 4970 957 .9?7 953
o : iy A
55 L .978 967 984 961
56 1 .984 . .977 989 971
57 . «990 985 .993 .982
58 4993 994 996 «990
59 0997 997 998 995
60 . 11,000 1.000 | 1.000 1.000

61 11,000 1.000 1.000 1.000
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Appendix 4
i
Rates 'of Retirement assumed for contributors

with entitlement to a return of contributions
“ ,

Age Males Q Femalcs
at . - , T
Retirement . Officers Other Ranks bffiocrs Other Ranks
15 . .2678 .2516 ©.0120 .0405
16 : .2325 .2349 : .0155 .0570
17 ©.2004 ©.2188 ! .0220 ..0835
18 .1714 .2033 © .0295 .1205
19 .1456 .1883 ' .0395 ' .1980
20 .1229 .1739 | .0510 .2720
21 .1034 .1600 i L0650 .2975
22 .. .0870 .1466 . 0825 .3075
23 . .0751 .1338 | .1045 .3080
24 © L0677 .1216 , .1275 .3020
: |
25 - .0628 .1099 1.1495 .2945
26 . .0584 .0989 1.1640 .2860
27 ~.0524 .0884 1-+1700 .2765
28 - t.0444 .0785 14,1670 . .2660
29 " .0356 - .0691 | 41580 .2550
30 ©.0270 .0604 .1440 .2430
31 ] .0194 .0525 . .1275 .2310
32 ‘ . .0136 .0458 1:1110 .2185
33 | .0100 .0403 1 .0975 ‘ .2065
34 .0080 .0361 1 .0870 .1945
| \
35 .0071 .0327 ©..0780 .1825
36 .0066 .0297 .0705 . .1705
37 .0059 .0267 .0630 .1580
38 .0051 .0235 . .0565 .1460
39 .0045 . .0205 10510 .1335
40 | 0042 .0177 ©.0460 .1215
41 | .0038 .0153 1.0410 .1090
42 . .0035 .0134 ".0360 .0965
43 | 0031 .0119 $,0315 -~ .08.10
44 | 0028 .0108 1.0270 .0720
} .
45 - .0025 .0100 ..0225 .0600
46 1 .0021 .0096 1.0180 .0480
47 1°.0019 .0096 £.0135 .N350
48 .0016 .0100 .0090 .0230
49 .0015 .0110 .0040 .0120

50 ~.0000 .0000 ..0000 .0000
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Rates of Retirement assumed for contributors with entitlement to an

annuity or cash termination allowance for reasons other than disability

Males Females
Age at : o T ‘
‘Rétirement officers Other Ranks Officers - Other Ranks

25 .00275 .00084 - . .00541 ©.02570
26 : .00321 .00104 ~.00820 .02870 .
27 \ .00342 .00128 .00595 .03100
28 ~.00325 .00154 .00477 .03260

- 29 .00282 .00183 -~ .00390 .03350
30 ' .00229 .00215 . .00325 © ° .03400
31 . .00185 .00250 ©.00277 - . .03410
32 " ,00166 .00288 . .00242  .03380
33 .7 .00172 ©..00328 7 J00217 ©.03290
34 = ‘ .00192 .00372 . .00202 .03140
35 . .00225° .00102 .00198 .02900 -
36 \ .00272 .01463 .00203 = .02530
37 .00332 - - .02694 © . .00218 - - .01970
38 .00405 .03793. .00241 .01340
39 .00492 - .04764 .00273 00770 "
40 .00100 .05607 . .00314 .00470
41 ‘ .02015 .06322 .00380 .00510
42 g .04184 .06909 : .00420 .00560
43 .06608 © .06332 .00470 .00610
44 ‘ .09287 .04596 .00520 .00660

. 45 ) .12222 .03253 .10000 .00720
46 : .15411 .03850 .10000 .00780
a7 ' .18865 .07932 . .20000 .00840
48 .23337 .17034 ©.20000 .00910
49 o .28862 .30150 .40000 .01000
50 : .34226 .44829 . 40000 .70000
51 .38369 .58893 . 50000 . 60000
52 ' .40057 .70277 .50000 .50000
53 , 4 .39360 .78523 . .50000 . 50000
54 - .36973 .85529 . 50000 .50000
55 ~ .33050 .91477 1.00000 1.00000
56 - .27270 .95524
57 - .19852 .98354
58 ‘ .10817 .99773

59 L .00101 .99932

60 . . 1.00000 1.00000
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Appendix 6

Rates of Retirement assumed for contributors'withLentitlement to

an annuity or cash termination allowance becau$e10f'diSaBility
) T +

-Age "~ Males : : Females
at _ - . :
Retirement Officers . Other Ranks Officers, Other Ranks

15 .0039 .0057 - .0012 . .0000
16 0038 .0058 .0012 | .0000

17 .0037 .0058 .0013 | .0005
18 .0035 .0058 .0013 | .0022°
19 .0034 .0057 .0014 .0039
20 .0032 .0055 .0015 - .0048
21 .0030 .0053 .0015 . .0054
22 : .0029 .0050 .0016 . - .0057
23 . .0027 ©.0046 - .0017: . ,0058 -
24 ' ©.0024  ,0041 .0018 ' .~ .0056-
25 .0022 .0035 .0019 . = .0053
26 .0020 .0030 .0020°71 - -7 .0049
27 .0017 - .0028 .. .0021 .0041
28 .0015 - .0028 .0022 " ) :0035
29 ©.0013 .0030 1.0023 ~.0032
30 .0011 .0033 .0024 - .0031
31 .0009 .0036 .0025 | .0030
32 .0008 .0039 _ .0027 .0031
33 .0008 . .0041 .0029 .0031
34 . 0008 .0043 .0031 - .0032
35 .0008 .0045 .0033 ' .0034
36 .0009 , .0048 - .0035 | " .0035
37 .0010 .0052 .0037 | .0037
38 .0011 .0059 .0039 .0039
39 .0013 .0067 .0041 .0041
40 .4015 .0076 .0044 ° ! .0044
41 -0017 .0082 .0047 : | .0047
42 .0018 .0086 .0050 ! * .0050
43 _ .0018 .0083 .0054 - .0054
44 .0017 .0077 | .0058 | .0058

| Do
45 o .4017 .0068 .0062 1i .0062
46 - .0017 .0060 .0067 * .0067
47 .0022 .0056 .0073 .0073
48 - ..0028 .0057 .0079 ;- .0079
49 . 0044 .0063 - ©.0085 .0085
50 .0053 .0098 .0092 . - .0092
51 .0068 .0077 - .0100 - .0100
52 -0070 .0099 .0108 ' .0108
53 .0080 .0080 L0117 . .0117
54 - .0081 .0081 - .0126 ! .0126
1

‘55 .0118 .0126 - o -
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Apgendix 7

Rates of Mdrtality assumed for active cOn&fibutors

Males : _ . Females
Age : ' xbfficersfand
: Officers Other Ranks . Other Ranks)
15 .00116 .00154 ~.00025
16 .00119 .00162 _ ©.00026
17 .00124 .00168 , . .00028
18 ©.00131 .00172 .~ .00030
19 .00139 .00174 .00031
20 .00149 .00174 . ' .00033
21 .00160 .00173 : .00035
22 .00173 - .00169 ‘ .00037 .
23 . .00191 .00162 ©.00039
24 .00216 .00152 © 0 .00042°
25 : .00240 - - .00141 - . .00044
26 00257 .00132 ©.00047
27 .00260 - .00128 L .00050
28 . :00244 .00130 .. .00053
29 ' 00212 .00136 \ .00056
30 .00175 .00145 .00060
31 100141 .00153 ‘ .00064
32 .00120 .00158 .. .00068
33 100114 .00159 ;‘ .00073
34 100117 .00157 ‘ .00078
35 . L00125 .00155 } .00083
36 .00135 .00155 " .00089
37 .00143 .00159 3 .00096
38 " ,00150 .00172 ' .00103
39 ~.00159 .00192 .00111
40 100168 .00213 .. .00120
a1 100178 .00230 - .00129
42 100189 .00240 .00140
43 ©-.00197 .00233  .00151
44 .00203 .00213 ' .00164
45 100215 .00189 . .00178
46 .00227 .00176 . .00194
47 . 100276 .00187 : .00211
48 - .00306 .00234 : .00230
49 .00420 .00318 ‘ .00251
1.
50 100461 . 00580 ‘ “ .00274
51 00562  .00497 - .00296
52 100585 .00663 .. .00321
53 . +00704 .00524 - ; .00349
54 100761 .00512 , : .00380
o ‘ j
55 101207 .00733
56 . 201108 .00501
57 101031 .00383
58 : lo1196 .00235

59 ' Lol39l .00122
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Appendix 8

Rates of Mortality assumed for contributors retired for
reasons other than disability

and Annuity Values based thereon

Mortality Rates ’ Annuity Values (Males) ~ Annuity Values (Females)
Interest Rate Interest Rate Interest Rate Interest Rate

Age  Males Females at 6.5% p.a. . at 3.5%*p.a. at 6.5% p.a. at 3.5%*%p.a.
45 .00320 .00178 12.950 18.599 13.735 20.305
46 .00363 .00194 12.802 18.274 13.621 20.014
47  .00411 .00211 12.649 17.945 13.501 19.716
48 .00463 .00230 12.492 17.612 13.375 19.411
49 .00519  .00251 12.331 17.276 13.243 19.099
50 .00578 .00274 12.166 16.936 13.106 18.779
51 .00642 .00296 11.997 16.594 - 12.962 18.452
52 .00709 .00321 - 11.823 _ 16.248 12.812 18.118
53 .00780 .00349 ‘ 11.645 ~ 15.899 12.654 17.775
54 .00854 .00380 11.463 15.548 12.489 17.424
55 .00932 .00415 11.2786 15.193 12.317 17.066
56 .01013 . - .00454 : 11.084 14.835 12.138 16.701
57 .01099  .00497 10.887 14.474 11.951 - 16.328
58 .01188 .00546 10.686 14.109 11.756 15.947
59 .0l282 .00601 - 10.478 13.741 11.554 15.560
60 .01383 .00662 10.265 - 13,369 11.343 15.166
61 .01493 .00732 10.045 ' 12.993 11.125 14.765
62 .01615 .00811 9.820 ' 12.613 10.899 14.358
63 .01750 .00899 : 9.588 12.230 10.666 13.946
64 .01899 .00998 9,351 11.845 10.425 13.529
65 .02065 .01110 9.109 ‘ 11.457 10.176 13.108
66 .02248 .01235 8.862 11.068 9.921 12.683
67 .02451 .01376 8.611 ‘ 10.679 9.659 12.254
68 .02676 .01534 8.355 ‘ 10.289 9.390 11.823
69 .02924 ~ ,01712 8.095 9.900 9.115 11.391
70 .03199 .01911 7.833 9.512 8.835 10.957
71 .03503 .02135 7.567 9.126 8.550 - 10.523
72 .03840 . .02386 7.300 8.743 8.260 ©10.089
73 .04211 .02667 7.031 8.364 7.967 . 9.658
74 .04621 .02983 6.762 7.988 7.670 9,224
75 .05074 .03336 6.492 7.618 7.371 8.802
76 .05574 .03732 6.222 7.253 7.070 %.381
77 .06126 .04176 5.954 6.895 6.768 7.964
78 .06734 .04672 5.688 6.544 6.466 7.554
79 .07404 .05227 5.424 6.200 6.166 7.152
80 .08141 .05847 5.163 5.865 5.867 6.757
81 .08952 °©  ,06540 4,906 5.539 5.571 6.371
82 .09843 .07313 4.654 5.223 5.278 5.996 |
83 .1los21 .08175 - 4.407 4.916 4.990 5.631
84 .11893 .09134 4.166 4.621 4.708 5.277
85 .13068 ".10202 3.931 4,336 4,432 4,936
86 .14352 .11387 3.703 4.062 4.163 4.608
87 .15755 ~.12701 3.483 3.800 3.902 4.293
88 ;17282 .14153 3.271 3.551 3.650 ©3.993
89 .18936 .15751 3.067 3.313 3.408 3.707
90 .20721 .17502 ' 2.873 3.089 3.176 - 3.436

¥ Actual rate is 3.5/1.03 or 3.398%
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25
26
27
28
29

30
31
32
33
34
35
36
37

38
39

40
41
42

43

44
45
46
47
48
49
50
51
52
53
54
55
60
65
70
75

80

85

90

&
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Appendix 9 A

of disability -

Rates of Mortallty assumed for contrlbutors retrred because
l !

1
|

AppllJable
durlng;lst
year after

retirement

I'l

0054613
.0053V|
00534'
.005431

.00552"

|
.00567;
.00588‘

'.00609
.00630,
.00654

: 00681 _
.00720”'_
' 00768’:
.00831 "
00900+~
00982.
.o1o77
.01182'
.01302 "
.01431

015721
01734
:01914 ]
.02112;
.02325

.02559

.02814;k1

£.03093 4
.03390;"

.03705 .

.04044

MALES

Applicable after
at least 2 years
have elapsed from

date of retirement

.00182
.00179
.00178
.00181
.00184

.00189
. .00196
. .00203
.00210
.00218

.00227
00240
.00256
.00277
.00300

.00328
.00359
.00394
.00434
.00477
.00524
:00578
.00638
.00704
.00775
00853
.00938
.01031
.01130
.01235
.01348
.02071
.03004
.04435
.06938
.10846
' .16353

23667

FEMALES

.00583

. .00589

.00594
.00608
.00627

.00645

. 00666

.00691
.00724
.00759 -

-00797
.00836
.00882
.00928
.00976

.01028

.01084
.01144
.01210
.01282
.01355
.01428
.01498
.01562
.01621

.01680
.01746
.01823
.01909
.01994
.02085
.02616
.03060
.03308
.05567
.09222
.14637

;2?183



Appendix 9 B

Values of aﬁﬁuity of $1.00 per annum for contributors

rrétired because of disability

MALES o FEMALES
. f‘ ~ At second or
: At Date of - later anniversaries
Age Retirement of Retirement L
Int. Rate Int.‘Raﬁe Int. Rate Int, Rate- . 1Int. Rate Int. Rafe
at 6.5% - at 3.5%* at 6.5% at 3.5%* ; at 6.5% at 3.5%%*
p.a. - - p.a. p.a. ' p.a. - p.a. p.a.
25 14.435 22.604 14.509 22.724 13.555 - 20.723
26 14.375 22.404 . 14.447 - 22,522 - 13.484 20.533
27 14.308 22.193 14.380  22.311 ~13.410 20.336
28 14.237 21.975 " 14.309 22,092 . 13.332 20.133
29 14.159 21.747 14,233 21.866 13.250 19.924
30 14.077 21.512 14,153 21.633 © 13.163 19.710
31 113.990 21,270 14.068 - 21.393 0 13.074 19.492
32 13.898 21.019 13.978 21.145 0 12.981 . 19.269
33 13.800 20.760 . 13.883 20.890 12.885 - 19.042
34 13.698 20.495 | 13.783  20.627 © 12,786 18.812
. ) g
35 13.590 ~ . 20.219 13.677 . 20.356 .g!’ 12.685 18.579
' 36 13.473 - 19.935 13.566 20.078 . 12.581 18.343
37 13.349 19.640 ' 13.449. 19.791 . ' 112,475 ¢ 18.105
38 °13.219 19.337 - 13.326 19.498° "1 712,366 17.865°
39 13.083 19.027 13.197 190199 ' 12.256 17.623
40 12.939 18.707 ©  13.063 18.892 112,143 17.379
41 12.790 18.381" 12.924 18.580 i 12.028 17.133
42 12.634 18.047, ! 12,779 18.261 41 11.912 16.887
43 12.471 17.706. 12.629 17.938 . 11.795 16.640
44 12.303 17.358. 12.474 17.609 11.677 16.394
45 12.127 17.006, . 12.313 . 17.275 i 11,558 16.147
46 11.944 16.646 12.148  16.936 ] 11.438 15.901
47 11.756 16.280" 11.977 16.594 1 11.318 15.654
48 11.561 15.909' . 11.801 16.247 Ul 11.196 15.408
49 11.362 15.534; 11.621 15.898 11,072 15,160
. I L : [ )
50 11.156 © 15.155 11.436 15.546 L1 10.945 14,907
51 10.944 : 14.771. I 11.248 - 15.191 1 10.814 _ 14.651
52 10.728 . 14.385. 11.054 14.834 11 10.679 ©14.392
53 10.506 - 13.997 10.858 14.475 11 10.542 14.131
54 10.281 13.605 - 10.657 14.115 | 10.403 13.868 -
55 10.050 13.212 10.452 13.754  10.261 13.604
60 . 9.379 11,941 . 9.521 12.262
65 K R 8.234 10.138 | 8.691 _  10.843
70 - 6.986 8.321 ' 7.882  9.138
75 b .5.704 - 6.583 Sl 6.178 7.196
80 | - o 4.516 5.065 . 4.858 5.485
85 . ' o 3.496 3.825 ' 3.710 4.076
90 S 2.663  2.853 . 2.769 2,973

'

*sctual rate is 3.5/1.03 or 34398%

|
i

oo . i o
I
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<;> . ' ' ~ Appendix 10A

Rates of Remarriage and Mortélity assumed
for widows and Annuity Values based thereon

Age at v ‘ o
Widow- A Attained' Mortality Attained Mortality
Hood Remarriage Rates o Age Rates Age _ Rates

o
i

Year of widowhood

lsfvyr. 3rd yr. 5th yr. 10th yr. Ultimate

25 .050 .148 .132 .060 . .028 : 39 .0022 74 - .0367

30 .029  .086 .076  .035 .016 a4 .0026 79 .0559
35 .018 .048 .042 .019 - .009 49 \ .603§ _ 84 .0822
40 .011 .027 023 .010 004 54 .0050 89 .1180
45 .006 015 .01z - .005 .002 . 59 - .0083
50 .004 .008 .006 .00z .001 64 .0141

55 .002 .004 .003  .001 T L0232

. Value of:Annuity of $1.00 per . annum payaﬁle '
" . to;remarriage or death of widow

Age at
Widow-
hood . .- Year of Widowhood R oo .
) : : ‘ ‘ Attained. : Attained

1st. yr. 3rd yr. 5th'yr. 10th yr. Age Ultimate - ¢ Age Ultimate
’ Interest at 6.5% per annum |
25 6.%63 6.638 7.823 10}781 39 '12.q77 74 7.702
30 8.974 9.118 10.034 11.911 44 12.515 79 . 6.521
35 10.@06 10.991 11.537  12.445 ' 49 ©12.420 84 5.408
40 12.030 12.018 12.258 12.408 .54 11.930 - 89 : 4.378
45 12.468 12.330 12.3163. 11.919 ‘ 59 11.;p§ _ 94 3.447
50 12.316  12.077 11.870 . 11.104 64 . 10.068 99 2.628
55 _-11.%68 11.420 11.076 10.068 69 8.963 , 104 1.821

Interest at 3.5%* per annum

25 9.034 9.408 11:386' 16.108 39 17.967 74 9.384
30 13.@52 13.422 14.905, 17.711 44 ' 18.308 © 79 7.708
35 16.179 16.321 17.1i$ 18.203 . 49 17.732 84 6.214
40 17.791  17.679 17.913- 17.714 54 16.545 . 89 4.899
45 18.133 17.771  17.575 16.528 59 14.?@7 94 3.767
50 17.475  16.942 16.457 : i4.917 64 13.@58 . 99 2.808
55 16.?12 15.537 14.878 13.088 69 11.£05 104 1.902

% Actual rate.is 3.5/1.03 or 3.398%

-
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"C;g o - Appendix 10 B

Rates of Remarriage and Mortallty ‘assumed for w1dowers»
and Annuity values based thereon

Age af : ‘
becoming . : Attalned Mortallty Attained Mortallty
widower . Remarriage Rates . Age ‘ Rates Age " Rates
Year of being a widower
Ist yr 3rd yr 5th yr  Ultimate
© 25 .071 .258 .258 7 .198" 30 <0015 65" .0296
- 30 . 065 .215 .198 - J139 35 . .0019 70 .0444
35 .047 .130 .116 094 40 .0029 75 .0655
40 .031 .078" ©.069 .059 ' 45 . 0046 . 80 .0970
45 - ..019 - ,048 .040 . 027 . 50 . 1;0076 . 85 .1436
50 .013 °  .028 = - .022 - .014 55 - .0121 . ~ 90 .2098
55 .008 - .0la ° ".0ll  .009 60 L0192 95 .3003
Value of Annuity of $1.00 per annum payable
to rdmarriaggﬁor death of widower ° ‘
Age at
becoming
widower Year of being. ajwidower S
T AR Attained , Attained
lst yr . 3rd yr.  5thyr Age ‘Ultimate, . Age. Ultimate
7 e Interest at 6.5% per annum
25 3.824  3.308 ' 3.961 30 4.475 65 8.349
30 . 4.722 4.526 5.537 35 6.291' 70 7.171
" 35 " 6.724 .6.706 ! 7.560 - 40 8.027 75 5.996
40 8.634 8.632 9.250 45 9.551 80 4.858
45 9.913 9.832 10.159 50 10.290 85 3.814
50 10.273 10.093 10.104 55 10.076 90 2,911
55 ) 10.083 9.785. 9.553 . 60 9.422 95 2.167
i
' Interest at 3.5%* per annum
25 4.401 . 3.895 | . 4.833 30 5.547. 65 10.344
30 5.793 5.717 7.213 - 35 8.170 70 8.607
35 8.853 8.970 | 10.253 40 . 10,938 . 75 6.981
40 11.778 11,820 12.689 " 45 13.094% 80 5.496
45 13.586 13.419 ;. 13.783 50 . 13.906! 85 . 4.205
50 13.866" 13.506 13.391 -~ -~ 55 13.28% 90 - 3.137
55 13.287 212,749 |7 12.299 60 12°056J 95 2.290
: ? v :
3.398%

* Actual rate is 3.5/1.03 or
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Appendix 11

‘Proportions of, Deceased Contributors and Annuitants
Married at Death and Average Age :
of Spouse Icorresponding to Age of Contributor
or Annuitant at time of Death '

|

Age at Proportion Average Age
Death Married at Death : of Spouse of
Male Female Male f, : Eemale
25 1/2 .439 . .530 25.0 ' " 26.2
26 1/2 .542 o .550 ‘ 25.9 5 27.3
27 1/2 .648 ; .570 26.8 o '28.4
28 1/2 .721 .580 27.7 f 29.4
29 1/2 .773 - .590 28.6 -, 30.5
30 1/2 811 . .600 295 31.6
" 31 1/2 .842.° ' .610 7 30.4 o 37.7
32.1/2 - .867 . - .20 . 31.3 33.8
33 1/2 .888 ‘ .620 32.2 - . ‘ 34.9
34 1/2 .905 : .620 - 33.1 5 '36.0 -
35 1/2 919 . 630 3.0 U0 37,1
36:1/2 .931 . . .630 34.9 . -.38.2
37 1/2 .942 - 4630 35.8 - I . 39.3
38 1/2 .952 1 .630 36.7 40.4
39 1/2 2960 : .630 37.6 : 41.5
‘ - - T
40 1/2 . .967 o .630 _38.5. 42.6
41 1/2 .972 ‘ .630 39.4 : 43.7
42 1/2 .976 .630 40.3 | 44.8
43 172 .979 .630 41.2 ‘ 45.9
44 1/2 .981 N .620 42.1 e 47.0
- 45.1/2 .983 s .620 43.0 -} 48.1
46 1/2. . .984 L ~.610 - 43.9 - | 49.2
47 1/2 .984 . .600 . 44.7 1 50.3
48 1/2 .983 o .600 45.6 : 51.4
49 1/2 .982. ©.590 46.5 | 52.6
50 1/2 - .980 . .570 7.4 4 53.7
51 1/2 .977 | .550 48.3 - | . 54.8
52 1/2 .972 .530 49.2 - ' 55.9
53 1/2 .967 : .510 50.1 f 57.0
54 1/2 .961 ‘ .490 51.0 ; 58.2
55 1/2 .954 .470 51.8 . 59.3
60 1/2 .907 : .360 56.2 .- 64.9
65 1/2 .840 .310 60.5 © |- 70.7
70 1/2 .751 | .260 S 64.7 - 76.6
75 1/3 .640 L .210 68.7 | - 83.3
80 1/2 .513 © .1e0 72.6 : 93.0
85 1/2 .379 o - 76.1 > -
90 1/2 .250 | - 78.8 | -
,‘ W




.AEEendix 12

A , : B
Proportion of Contributors
whose pay is below | 5 Ratio of Average Pay of
. the year's maximum ! . Contributors in (A) to
Pensionable Earnings (Y.M.PLE.) ' . ,.! the Y.M.P.E.
" of the Canada Pension Plan :

- MALES FEMALES MALES . " FEMALES |

. Other ; Other ' Other Other
Age Officers Ranks Officers Ranks Officers Ranks officers Ranks
15 1.000 1.000 = 1.000 1.000 .505 667 .504 .663
16 1.000 1.000 1.000. - . 1.000 .506 ~ .669 .504 .664
17 1.000 1.000-  1.000; 1.000 .507 .673 . .505  .665
18 .1.000 © 1.000 1.000 1.000 .516 704 - .508 .691
19 1.000 = - . .984 . 1.000: 1.000 530 747 - .517 .731
20 .995 ©  .883 977, .991 - .548 . +788 .530 775
21 .872 713 .808, .915 570 o813 .548 .809
22 .645 . . .5l2" .518 .781 .601 - 820 .563 . -.823
23 .371 .327 .226i_ .618 .646 41820 ~ .565 .824
24’ .la4 .187 :042¢ .456 .696 .1822 .570 .827
25 .020° .096 .021?1" .309 732, .825 .583. °  .833
26 .012 .042 .013 .190 .751 1838 .692 .850
27 ,.009 .0l14 -010, .106 766 846 . .857. .888
28 .008. ~.002 -.009 - .054 .805 .852 .983 - .923
29 .007 .001 .008- .034 .878 .889 .999 .944
30 0 S o .033 ~1.000 1,000 1.000 . 956
31 0 0 o .028 1.000 1,000 1.000 .971
32 &up O 0 -o 0 ' 1.000 1:000 ©1.000 1.000
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Agpéndix 13

Age distribution of members of the forces who became cbﬁtributors

during the-periodefom"January 1, 1970 to December; 31, 1975

Age a? Males _ Females
Becoming a 5 _ I E—
contributor - Officers Other Ranks Officérs ' Other Ranks
15 0 1 0 0
16 .29 7 0 0
17 399" 5116 ' 9 111
18 : 1186 8812 : 41 E 606
19 873 6385 33 617
20 : 320 3953 - : 14 420
21 : 239 2232 : 16 . 262
22 280 11265 . 44 155
23 - - 1308 - 804 - - 63 97
24 o 318 - 512 - 65 64
25 235 _ 326 39 49
. 26 168 117 32 20 .
S-S R .;95 84 . 15 L0 10
28 - LT 81 6, . . 8.
29 ' . 74 . 82 14 AR B
30 ' '35 64 : 13 3
31 33 48 : 9 2
32 : 128 ' 26 9 2
33 36 25 2 i
- 34 12 10 - 7 3
35 11 7 2 0
36 11 2 1 0
37 : 8 1 4 0
38 - o7 4 1 0
39 6 3 0 0
40 4 1 1 0
41 -6 0 3 0
42 5 0 1 0
43 1, 2 1 0
44 4 0 0 0
45 0 0 0 0
46 . 1, 0 0 0
47 : 0 0 0. 0
48 . 1 4 0 0
49 e 2 0 0
50 0 1 1 0
51 _ 'l 0 0 0
52 . 0. 0 0 0
53 0 0 0 0
54 0 0 0 0
55 ’o 1 0 0
56 0, 0 0 0
57 _ o 0 o 0
58 0 0 0 0
59 0 0 0 0
60 0 0 0 0
; .
Total 4,797 29,978 _ 456, 2,431
[N . .
Average Age S 21.1 19,2 - 24.2 - 19.8
| . . .
RS
L
Jirs I
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fg;) ' - | Appendix 14

Age Distribution of Contributors

December 31, 1975

Males . , Females
Age Officers "Other Ranks  Officers |- Other Ranks
16 . 0 0 : 0 v 0
17 54 S 342 2 8
18 203 1934 S 12 158
19 332 2644 20 ' 363
20 353 S 2716 ‘ 18 a 345
21 361 2527 24 ‘ 349
22 365 ' 2125 19 P 289
23 - 391 S 2022 - 30 . 215
24 415 i . 2053 S 43 E 162
25 368 1977 48 . 141
26 397 Y2073 51 112
27 437 - b 2152 38 b 144
28 501 . 2183 36 P 101
29, . 537 ). 2239 33 59
30 444 o 1752 _ 31 b 33
31 427 'p 1638 17 . 15
32 - 507 'f, 1928 20 ' 14
33 - 526 2024 12 24
34 500 i, 1874 15 : 20
35 472 © 2037 9 - 21
36 363 2035 12 ‘ 19
37 361 L2117 7 , 15
38 371 A0 2112 4 o 13
39 429 1977 11 ; 8
40 412 i 1925 : 10 : 10
a1 404 f“ 1931 ' 9 : 8
42 357 . 1800 9 ‘ 8
43 459 1809 5 - 8
44 478 .. 1536 6 11
45 464 - 1 1229 13 4
46 395 o111 7 5 5
a7 316 % 870 13 3
48 239 . 861 10 1
49 197 N 721 11 2
50 134 ' 573 : 10 4
51 92 ;189 4 1
52 . 84 o 114 1 1
53 78 54 1 0
54 57 rf 44 3 0
55 30 | 42 0 L 0
56 .6 h ! i ' 0
57 1 1 1 0 R 0
58 0 ) 0 0 0
59 2 | 0 0 - 0
60 1 0 : 0 » 0
61 0 { 1 ' o i 0
Total: 13,320 ﬁ 61,306 623 2,694
Average Age: 34.0 i 31.9 30.2 i 23.5
i
I;]
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Age

16
17
18
19

20
21
22
23
24

25
26
27
28
29

30
31
32
33
34

35
36
37
38
39

40
41
42
43
44

45
46
47
48
49

50
51
52
53
54
55
56
57 .
58
59

60

61

C

. Appendix 18

- 59 -

Age Distribution of Monthly Pay and Allowances

of Contributors Dec. 31, 1975

Total: $_21,433;450

Average:

Males Females
Officers Other Ranks Officers Otheér Ranks
$ $ $ ' $
18861 157878 698 13672
72357 929306 4203 74872
122013 1360121 7940 182467
137617 - 1542059 6442 185080
151309 © 1589608 8781 201087
209350 1480435 12571 179486
310490 - 1619820 27020 146516
404130 1835226 41558 1118596
400103 1905736 47992 115430
485179 2133043 55889 103748
593885 2301224 45932 140971
744334 . 2378729 . 44674 104808
848872 . 2473260 42702 . 61961 .
739288 . 1959439 39679 34151
749454 1838857 22733 15383
910674 2182518 28865 15490
959563 2305151 20574 26636
933664 2164584 20130 22527
886601 2379903 13966 23226
684046 2409451 19518 21181
693305 " 2524179 11908 17397
709765 | 2533581 6626 ‘ 14636
833213 ' 2404720 19664 8975
820627 2358513 17330 10955
824987 . 2386852 15636 : 9045
717568 1 2250305 16166 . 9106
942142 2286080 9070 9848
987360 1951426 11639 13483
956393 1582669 23807 4590
832451 - 1440898 19710 5885
674810 1126826 24242 3945
512272 1113951 18720 1205
420471 944261 20614 J 2456
297624 748515 19140 | 4726
207417 - 277357 7336 ! . 1205
205630 178962 2529 - 1326
187147 . 87814 2154 ) -
139239 - | . 74456 6782 ; -
80830 ¢+ 70599 - ¥ -
15941 I 12923 2599 ¥ -
2634 . 1205 - i -
6109 - - & -
13725 - ~ -
- 1614 - i -
1 o i
‘ $ 757,539 $ 1,895,871

$ 1,609

$

f

$ 63,304,054

.
11,033

$ 1,216

$ 704




