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Court File No. 02-CV-236588 CP
ONTARIO SUPERIOR COURT OF JUSTICE

BETWEEN:
SUE McSHEFFREY
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-and -
HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO
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Court File No. 06-CV-324475PD3
ONTARIO SUPERIOR COURT OF JUSTICE
AND BETWEEN:
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Plaintiff
-and -
HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO
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Proceeding Under the Class Proceedings Act, 1992
AFFIDAVIT OF TIAN-TECK GO

|, Tian-teck Go of the City of Toronto, in the Province of Ontario, AFFIRM AND SAY:

1. | was retained by legal counsel for the Plaintiff McSheffrey to provide an actuarial
analysis of the impact of the enrolment in two pension plans on a particular group
of employees who worked in the long term care sector in Ontario (the

“McSheffrey class”).
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Introduction/Background

2.

| have personal knowledge of the matters deposed to below. Where | make
statements in this affidavit that are not within my personal knowledge, | have
identified the source of that information and belief and | believe such information

to be true.

| am a Consulting Actuary and have been a Fellow of the Canadian Institute of
Actuaries and a Fellow of the Society of Actuaries since 1983. A copy of my

curriculum vitae (C.V.) is attached to this affidavit as Exhibit “1”.
| have prepared three reports (in 2012) as follows:

(a)  An actuarial analysis of Ms. Susan McSheffrey’s Pension Entitlements,
with a calculation date of December 31, 2008 (“McSheffrey 2008 Report”)

(attached as Exhibit “2”)

(b)  An actuarial analysis of Ms. Susan McSheffrey’'s Pension Entitlements
with a calculation date of December 31, 2011 ("“McSheffrey 2011 Report”)

(attached as Exhibit “3”); and

(¢)  An actuarial analysis of Ms. Gay Spong’'s Pension Entitlements, with a
calculation date of December 31, 2011 (“Spong 2011 Report”) (attached

as Exhibit “4”).



Sue McSheffrey

5. | have been advised by Ms. McSheffrey, the Plaintiff, and Ms. Susan Ursel and

Ms. Andrea Wobick, counsel for the McSheffrey class, of the following, which |

believe to be true:

(a)

(b)

(c)

(e)

(f)

Sue McSheffrey is a representative plaintiff in a class action filed under

the Class Proceedings Act, 1992,

Ms. McSheffrey was enrolled in the Ontario Municipal Employees
Retirement System pension plan (“OMERS”) by virtue of her employment

with Renfrew County & District Health Unit;

In 1997, Ms. McSheffrey’s employment was transferred to Renfrew

Community Care Access Centre (“Renfrew CCAC”);

In 1997, Ms. McSheffrey was enrolled in what was then the Hospitals of
Ontario Pension Plan and is now the Healthcare of Ontario Pension Plan

(“‘HOOPP”) by virtue of her employment with Renfrew CCAC;

In 2007, Ms. McSheffrey commenced work for the Champlain CCAC due

to a merger of several CCACs, including the Renfrew CCAC; and

Ms. McSheffrey continues to make pension contributions to HOOPP by

virtue of her employment with the Champlain CCAC.
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Gay Spong

6. | have been advised by Ms. Gay Spong and counsel for the McSheffrey class, of

the following, which | believe to be true:

(@)

(b)

(c)

(e)

Gay Spong is a member of the McSheffrey class;

Ms. Spong was enrolled in the VON pension plan by virtue of her

employment with VON prior to 1997;

In or around 1997, Ms. Spong’'s employment was transferred to Hamilton

CCAC;

In or around 1997, Ms. Spong was enrolled in HOOPP by virtue of her

employment with Hamilton CCAC; and

Ms. Spong retired from her employment with Hamilton CCAC and
commenced collecting her pension from the VON pension plan and

HOOPP in or around 2004.

McSheffrey Class

7. | have been advised by counsel for the McSheffrey class and | believe it to be

true that McSheffrey class members have the following common characteristics:

(@)

They have worked for either home care programs and placement
coordination services which provided direct medical, therapeutic, personal
and other services to individuals in their homes and were operated by

Ontario’s municipal governments and private entities;



(b)

(d)

(e)

(f)

(9)

(h)
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By virtue of their employment outlined in paragraph 7(a), some employees
were enrolled in OMERS, VON or Family Services Association (“FSA”)

pension plan;

| have been advised by legal counsel and | do verily believe that no

members of the McSheffrey class are enrolled in the FSA pension plan;

By virtue of their employment they were members of one of the following

unions: AAHP:0O, OPSEU, CIPP and/or CUPE;

In 1997, the Ministry of Health created 43 CCACs to deliver the functions
of home care programs and placement coordination services previously

delivered by municipalities and private entities;

Many employees of the home care programs and placement coordination

services then commenced employment with the CCACs;
The employeeé of the CCACs were enrolled in HOOPP; and

Members of the McSheffrey class are enrolled in two pension plans: either

OMERS and HOOPP or VON and HOOPP.

In the course of preparing my actuarial analysis, | reviewed the following

documents:

(a)

Various pension statements relating to Ms. McSheffrey from OMERS and

HOOPP, which are attached as Exhibit “5”;
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(c)

(d)
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Salary information for Ms. McSheffrey regarding her employment with

Renfrew CCAC which is also attached as Exhibit “5”;

Plan texts for OMERS, VON and HOOPP;

Various pension statements and pay information relating to Ms. Gay

Spong from VON and HOOPP, attached as Exhibit “6”;

Actuarial Valuation Report on the Value of ‘Lost’ Pension Entitlements of
Ms. Susan McSheffrey, drafted by Mel Norton dated, April 15 2009,
attached as Exhibit “28” to the Affidavit of Ms. McSheffrey (the “Norton

Report”);

Actuarial Advice Prior to Mediation in 2009

9. In 2009 | was retained to provide advice in preparation for a mediation that took

place in May of 2009 (the “Adams Mediation”).

10. Prior to the mediation, | reviewed the Norton Report and Ms. McSheffrey’s

pension documents that are dated prior to 2009 (all of which are found at Exhibit

“5”) .

11.  However, | did not provide a written expert report at that time.

12. At that time (prior to the mediation), | advised Ms. Susan Ursel and Ms. Andrea

Wobick, counsel for the McSheffrey class, that, in my opinion, the impact of being

enrolled in both OMERS and HOOPP had a range of potential outcomes for Ms.

McSheffrey, including that if she terminated her plan membership or retired at an

earlier age/date than the ages/dates set out in the Norton Report, she may in fact
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experience an increase in the total value of her pension compared to if she had
been enrolled in OMERS only. By the term “value”, | refer to actuarial present
value (“APV”), which is a value that is calculated using actuarial methods and

assumptions as outlined in my reports attached as Exhibits “2”, “3” and “4”.

13. | also advised counsel for the McSheffrey class that | believed other class
members may also have a range of outcomes, including that they may have a
pension of a greater value than if they were enrolled in just OMERS, depending

on their length of service, the date of their retirement, and other factors.

14.  Finally, | advised counsel that it was my opinion that the only way to completely
and accurately calculate the impact of enrolment in the two pension plans was to
assess each class member individually at the date of his or her retirement or

termination.
15. | attended the Adams Mediation on May 26, 2009.
McSheffrey Reports

16. The McSheffrey Report with a date of December 31 2008 used for calculation
reflects the verbal information and analysis that | provided to counsel for

McSheffrey prior to the Adams mediation.

17. | am advised by Ms. McSheffrey and by reviewing her pension statements and |
do verily believe that as of December 31, 2008, Ms. McSheffrey was 48.88 years

of age.



18.

19.

20.

21.

22.
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As the McSheffrey 2008 and the McSheffrey 2011 Reports indicate, | examined

two different scenarios to compare them:

(a)  the amount of Ms. McSheffrey’'s accrued pension under both OMERS and
HOOPP assuming retirement at the ages of 48.88, 51.88, 55.05, 60.06,

60.63 and 65.05 (“Scenario 1”); and

(b)  the expected amount of Ms. McSheffrey’s pension at the same ages noted
in paragraph 7(a) if she had been able to continue accruing pension under

OMERS only (“Scenario 27).

My calculations show that the comparative values of Ms. McSheffrey’s estimated
pension entitlements in Scenario 1 and Scenario 2 differ depending on the age at

which she terminates her plan membership or retires.

For example, if Ms. McSheffrey retired at the age of 65.05, my calculations show
that the total value of her pension would be greater had she been able to stay in
OMERS (Scenario 2) than Ms. McSheffrey’s current position of having accrued

pension in both OMERS and HOOPP (Scenario 1).

However, my calculations also demonstrate that if Ms. McSheffrey retired at the
age of 55.05, the expected value of her pension under the two pension plan
arrangement under Scenario 1 is greater than under the OMERS-only

arrangement of Scenario 2.

While Ms. McSheffrey’s estimated pension entitlements at the ages of retirement
mentioned above in my 2008 and 2011 Reports are different, my calculations

show the same pattern in each report, which is that at some dates of retirement
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Ms. McSheffrey’s pension value is greater under the two pension Scenario 1 and
at some dates of retirement her pension value is lower under the one pension
Scenario 2. In other words, the impact of the enrolment in two pension plans
remains the same regardless of whether | use 2008 or 2011 as the date of

calculation.

Spong 2011 Report

23.  For Ms. Spong, | used a calculation date of December 31, 2011 only.

24. | am advised by counsel and by my review of Ms. Spong’s pension documents
found at Exhibit “6” that Ms. Spong retired and commenced collecting her
HOOPP pension and VON pensions in 2004, at which point she was

approximately 65 years of age.

25. | examined two scenarios with respect to Ms. Spong:

(@) the actuarial present value of her accrued pension under current

circumstances (both VON and HOOPP) (Scenario 1); and

(b)  the estimated actuarial present value of her accrued pension had she

remained enrolled in the VON pension plan only (Scenario 2).

26. My calculations show that the value of Ms. Spong’s pension under Scenario 1
(her current circumstances) is actually greater than it would have been had she

remained solely in the VON pension plan (Scenario 2).
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A Comparison of my Calculations as at December 31 2008 and the Norton Report

27.

28.

29.

30.

As noted at pages 10-12 of the McSheffrey 2008 Report, | compared my analysis
to the analysis of Mr. Norton contained in the Norton Report (Exhibit “28” to the

Affidavit of Ms. McSheffrey).

Using the ages of retirement of 60 and 65 years respectively for Ms. McSheffrey,
Mr. Norton and | arrived at different results with respect to projected difference in
the value of Ms. McSheffrey’s pension under Scenarios 1 and 2 referred to

above.

As stated at page 11 of the McSheffrey 2008 Report, all actuarial calculations are
approximate, and different approximation methods may yield different results.
Mr. Norton and | used different actuarial methods which, in my opinion, accounts

for the difference in our results.

The method that | used is often referred to as the “explicit indexation method”,

while the method that Mr. Norton used is often referred to as the “implicit

indexation method”. At page 11 of my Report | explained the two methods and

summarized the differences as follows:

(a) Different approximation methods were used by the Norton Report and this
report for the purposes of determining the accrued pension as well as the
APVs of the accrued pension as at the assumed retirement dates.

(b)  Consistent with our general practice when preparing a report of this type,
we determine the accrued pension as at the date of termination or
retirement by first projecting the nominal dollar amounts of Ms.
McSheffrey’s monthly salary and applicable YMPE during the final five
years before her assumed termination or retirement using the assumed
implied inflation rates and assumed rates of salary increase as detailed
earlier in this report using the information on her actual historical salary
and YMPE. For her pension after retirement, we estimated the nominal
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dollar amount of her monthly pension using the implied inflation rates
adjusted to reflect the indexation provisions of the plan. We then
calculated the APV of her monthly pension payments as at the assumed
dates of termination or retirement using the non-indexed interest rates and
mortality assumption as stated in this report. This method is sometimes
referred to as the “explicit indexation method”. We then discounted the
APVs as at the assumed date or termination or retirement to the valuation
date with interest only using the non-indexed interest rates.

(c) The Norton Report calculated the APV of Ms. McSheffrey’'s pension
entitlement based on her accrued pension as at the date of valuation. To
take into consideration the increase to her pension due to future increases
in salary and YMPE, and the indexation of benefits after retirement, the
Norton Report discounted the accrued pension, in current dollars, with
interest and mortality. The interest rates used are the fully indexed rates
or the non-indexed rates, as applicable, adjusted to reflect the
assumptions on salary increase or indexation. This method is sometimes
referred to as the “implicit indexation method”.

(d)  While it is my opinion that that the “explicit indexation method” is a more
refined method in the sense that calculations using the “explicit indexation
method” take into consideration more actual historical information and
more specific provisions of the pension plan when performing the
calculations. The “implicit indexations method” is a widely accepted
approximation method used by pension actuaries and actuaries doing
actuarial evidence work in Canada. It should be noted that the “implicit
indexation method” was the most commonly used method among
actuaries preparing reports for Ontario family law purpose prior to January
1, 2012.

FACTORS AFFECTING WHETHER MEMBERS WILL EXPERIENCE A GAIN OR
LOSS

31. There are some background factors about the relevant pension plans that are

relevant to my analysis. Those factors include but are not limited to:

(@)  The normal retirement date (e.g., the date at which a member can retire

with an unreduced pension) varies under each relevant pension plan is:

(i) For HOOPP, 60 years of age (as long as a member has two years’

service);

(i)  for OMERS, 65 years;
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(i)  for FSA, 65 years; and
(iv)  for VON, 60 years.

(b)  The reduction in pension benefits when a member chooses retirement
prior to achieving an unreduced retirement date (e.g., takes early

retirement) varies under each of the four pension plans.

(¢)  The amount of the pension benefit for a survivor spouse varies under each

of the four relevant pension plans.

32. It is my actuarial opinion that the following are major factors that can affect
whether a member will experience a “gain” or a “loss” based on enrolment in two

pension plans as compared to enrolment in just one pension plan:
(a) a member’s past and future pensionable earnings;

(b)  the number of years of pensionable service that a member acquired prior

to divestiture;

(c) whether any of the relevant pension plans either continue, commence or

cease ad hoc pension increases';

(d)  whether a member has a spouse (as some of the plans have more

generous survivor benefits than others);

1 OMERS is the only pension plan out of the four relevant plans that contractually requires pension increases in accordance with the Consumer Price Index. For
other plans, indexing or ad hoc increases are provided for at the discretion of the plans’ administrators.



33.

34.

35.
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(e)  whether a member has “purchased” any service credits (in other words,
they have contributed to the pension plan for years where they had

previously not made contributions); and

(f) for members with credited service under HOOPP prior to joining OMERS
or VON, the treatment of such credited service (whether it is treated as a
separate deferred pension or whether the prior service is included in the

calculation of total service at the time of retirement/termination).

It was my opinion prior to the Adams mediation that the impact of the enrolment
in two pension plans (OMERS and HOOPP) compared to the enrolment in
OMERS only will have variable results depending on the date of the termination
of plan membership or retirement for Ms. McSheffrey, and that the true results

cannot be ascertained until she actually terminates or retires.

It remains my opinion, as outlined in the McSheffrey 2008 Report and the
McSheffrey 2011 Report, that the impact of the enrolment in two pension plans
compared to enrolment in OMERS only will have variable results depending on

the factors outlined above.

It also remains my opinion that, depending on the date of termination or
retirement of each of the class members and the factors outlined above, some of
those members will experience an increase in the total value of the pensions
based on their enrolment in both HOOPP and OMERS or VON and HOOPP
rather than just OMERS or just VON, and some will experience a decrease in the

total value.
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36.

37.

-14 -

It is my opinion that the only way to determine the impact of enrolment in two
pension plans instead of one plan is to calculate the value of the pension at the

date of actual retirement or termination for each class member.

While it is possible to make very general statements about how each of the
above factors may impact whether a member experiences a gain or a loss for
each plan, it remains my opinion that it is not possible to determine the exact
impact of various combinations of these factors without completing an individual

calculation for each class member.

ESTIMATED TIME REQUIRED AND COST TO CALCULATE EACH MEMBER'’S
PROJECTED GAIN OR LOSS

38.

39.

40.

41.

It is my best estimate that at a minimum, | or my staff would require two hours to

complete an evaluation of the impact on a member's pension at the point of

termination or retirement.

My estimate of the amount of time to complete an evaluation assumes that |
would have access to all of the information and documentation that | needed

without having to communicate with the member for follow up information.

My time estimate of two hours does not include an amount of time for gathering
relevant and necessary documentation from the member. If | or my staff was
required to communicate with members to outline the required documentation, or
assist a member in gathering such information, then the amount of time required

would increase.

Whether a more junior member of my staff or | would be involved in completing

these evaluations would depend on the complexity of the matter, the availability,
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43.

44.

completeness and reliability of the data provided, and the employment history of

the member.

Any of the following factors would certainly increase the amount of time that it

would take me or my staff to provide an analysis as outlined above:

(a)  the lack of availability of relevant information such as earnings and service
history (which is quite likely to arise, especially for members employed on
a part time basis and who may have retired/terminated membership

several years ago);

(b) if a member had “purchased” any pension service or transferred service

from a different pension plan; and
(c)  changes to any of the pension plans themselves.

If any of the above factors are at play, it is quite plausible that a calculation of the
impact of enrolment in two pension plans could require in excess of ten hours
and would likely need to be completed by me or my associate, rather than a

junior assistant.

The relevant rates for me and my staff are as follows:

(@) My hourly rate is currently $325 plus tax;

(b)  An associate’s hourly rate is currently $225 plus tax;

(c) A junior assistant’s hourly rate is currently $75 to $150 plus tax, depending

on their qualifications and experience.
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45. If these calculations were to occur over the next several years, it is reasonable to
R . . .
assume that these hourly rates would be increased in accordance with

experience and inflation.

46. In the highly unlikely event that all calculations were straightforward, my best
estimate of the amount of time that it could take to evaluate approximately 2,400
members is approximately 5,000 hours at a minimum and anywhere from

$375,000 to $1,000,000 to complete these individual calculations.

47. However, as it can be expected that some members will experience some of the
factors outlined above that will increase the time required, it is possible that the
cost of individually calculating the impact for each class member would exceed

$1,000,000.

48. Without actually assessing individual members, it is not possible to be more
precise in regards to the amount of time required and the cost associated with

individual calculations.
49. Attached as Exhibit “7” is my executed Acknowledgment of Expert’s Duty form.

50. | make this affidavit for no improper purpose.

AFFIRMED before me at the City of
Toronto, in the Province of Ontario, this

19/;\7 November, 2012. WW

M sieher for taking affidavits. TIAN-TECK GO’
N ENSSLEAN -
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This is Exhibit “1” referred to
in the Affidavit of Tian-teck Go
Sworn this 15" day of November, 2012.
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Summary of Qualifications and Experience for
Tian-teck Go, FSA, FCIA, Consulting Actuary

PROFESSIONAL QUALIFICATIONS

° Fellow of the Canadian Institute of Actuaries (1983)
° Fellow of the Society of Actuaries (1983)
EMPLOYMENT HISTORY
° July 2002 to present Consulting Actuary, Scott, Go Associates Inc.
° May 1996 to June 2002 Consulting Actuary, Robertson, Eadie & Associates
o June 1987 to May 1996 Actuary / Director, Actuarial Services Branch,
Pension Commission of Ontario, Ministry of Finance
. August 1975 to May 1987 Various actuarial positions, Mutual Life of Canada
WORK EXPERIENCE
. Provided actuarial services to lawyers in legal proceedings and negotiations since 1987
. Provided advice to unions, other employee groups and individual pension plan members in

negotiations on pension matters since 2002, including the establishment and implementation
of a supplemental employee retirement plan

. Prepared actuarial reports for lawyers on pension entitlements of pension plan members,
including review of entitlements, preparation of actuarial reports on loss of pension benefits
on termination, and review of reports prepared by other actuaries

o Provided advice to lawyers on actuarial and pension matters in class action lawsuits including
obtaining certification, preparing reports, reaching settlement and preparation of revised plan
documents

. Reviewed pension plan actuarial reports filed with regulatory authorities prepared by other
actuaries since 1987 (for lawyers, unions and other employee groups since 2002)

. Prepared pension plan actuarial reports filed with regulatory authorities from 1996 to 2002

° Signed over one thousand actuarial reports on marriage breakdown as required under the
Ontario Family Law Act since 1996

o Qualified as expert witness in Ontario

PROFESSIONAL INVOLVEMENT
Canadian Institute of Actuaries

J Committee on Pension Plan Financial Reporting, member, 1988 to 1995

J Committee on Actuarial Evidence Practice, member, 1997 to 2011

° Task Force on Pension Plan Actuarial Report Content, member, 2011 to present

. Actuarial Evidence Seminar, 2000, Meeting Co-ordinator

. Actuarial Evidence Seminar, 2001, Speaker, Current Topics in Marriage Breakdown
Valuations

° Actuarial Evidence Seminar, 2004, Moderator, Panel Discussion: The New Transfer Value
Standard

. Actuarial Evidence Seminar, 2006, Speaker, Actuarial Evidence and Pension Consulting -

Where the Twain Meet and Overlap
. Actuarial Evidence Seminar 2008, Moderator, Current Issues in Marriage Breakdown
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in the Affidavitef Tian-teck Go
Sworn thisA5" day of November, 2012.
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Scott, Go Associates Inc.

4950 Yonge Street, Suite 2200, Toronto, ON M2N 6K1
Telephone: 416 568 2878 » Fax: 416 585 9351

PRIVATE AND CONFIDENTIAL
November 14, 2012

Ms. Susan Ursel, LL.B.

Ursel Phillips Fellows Hopkinson LLP
Barristers & Solicitors

30 St. Clair Avenue West, 10™ Floor
Toronto, Ontario M4V 3A1

Dear Ms. Ursel:

Re:  Ms. Susan McSheffrey’s Pension Entitlements
(with a Calculation Date of December 31, 2008)

As requested, we reviewed the information provided regarding the pension entitlements of Ms. Susan
McSheffrey under the Ontario Municipal Employees Retirement System (“OMERS”) and the
Hospitals of Ontario Pension Plan (“HOOPP”). You represent Ms. McSheffrey and you retained us
to prepare this report. This report is prepared to provide an analysis of the effect on the pension
entitlements of Ms. McSheffrey at termination or retirement as a result of the change from OMERS
membership to HOOPP membership as a result of the divestiture of her employer.

In this report, we will refer to OMERS and HOOPP collectively as the Plans.

Purpose of this Report
More specifically, you have requested that we estimate:

(1) the total amount of Ms. McSheffrey’s accrued pension under the two above pension plans
assuming termination or retirement on various dates as well as the Actuarial Present Value (“APV™)
of the accrued pension, and

(2) the amount of Ms. McSheffrey’s accrued pension on termination or retirement on the same
assumed dates and the APVs thereof had Ms. McSheffrey been able to continue to accrue pension
under OMERS after the divestiture.

We note there are virtually unlimited scenarios that can be tested for obtaining estimates of this type.
The results will vary based on the actuarial method and assumptions used to calculate such estimates.
For the purposes of this report, we have identified the scenarios we have selected for performing the
calculations using method and assumptions stated in this report.

We believe the estimates presented in this report are representative of the pattern of the amounts of
pension benefits and APVs of the benefits Ms. McSheffrey can expect to receive from the Plans.
However, the numerical values of the amounts of Ms. McSheffrey’s pension benefits and APVs of
such benefits may vary if different scenarios are selected or different methods and assumptions are
used. These amounts will also diff from the actual amounts Ms. McSheffrey will receive from the
Plans at the date of her actual termination or retirement.

&
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Information Provided

We have been provided with copies of the following documents related to Ms. McSheffrey’s pension
information:

e her HOOPP Annual Statements with statement dates of 2007 and 2008

¢ her OMERS Pension Reports from 2007 and 2008

¢ her last Champlain CCAC Payment Statement for the calendar year 2008

In addition to the information provided, we also have access to the current provisions of the Plans
which are in the public domain.

We have been provided with a copy of the Actuarial Valuation Report On the Value of ‘Lost’
Pension Entitlements Of Ms. Susan E. McSheffrey dated April 15, 2009 prepared by Mr. J. M.
(“Mel”) Norton of J. M. Norton Consulting Inc. (the “Norton Report”). The Norton Report provided
analysis of the effect on the pension entitlements of Ms. McSheffrey for scenarios assuming
retirement after age 60 only as a result of the change from OMERS membership to HOOPP
membership as a result of the divestiture of her employer. In other words, the Norton Report did not
provide any comparison of the effect on Ms. McSheffrey’s pension entitlements for scenarios under
which Ms. McSheffrey terminated her employment or retire prior to the date she would be eligible to
receive an unreduced pension from HOOPP.

The Norton Report was prepared with a valuation date of January 1, 2009.

In the preparation of this report, we also relied on the following information as stated in the Norton
Report:

o The date of birth of Mr. Kevin McSheffrey, the spouse of Ms. McSheffrey

o Ms. McSheffrey’s contributory earnings under HOOPP from 2004 to 2008

e To determine Ms. McSheffrey’s pension at retirement under OMERS as a divested member,
we relied on the Norton Report which provided a description of the determination of the

Average Pensionable Earnings and Average Yearly Maximum Pensionable Earnings
(“YMPE”) for divested members as follows:

“1. Final Average Earnings at separation

Average Pensionable earnings are calculated over the ‘best” 5-year period, or such
shorter period as reflects total OMERS and HOOPP service. As a ‘special status’
divested member, Ms. McSheffrey’s annual pensionable earnings are based upon her
annual earnings immediately prior to divestment, escalated by a scale based upon the
lower of the year-over-year increase in (a) the Average Industrial Wage or (b) the
Consumer Price Index. Her pensionable earnings are not based upon her factual
earnings as applicable under HOOPP or for ‘active’ OMERS members. Her factual
earnings are significantly higher.

The increase to earnings for years 2004 (1.94%) and 2005 (1.66%) was based on the
year-over-year increase in the Average Industrial Wage. The increase to earnings for
years 2006 (3.36%) and 2007 (0.70%) was based on the year-over-year increase in
the Consumer Price Index. The increase to earnings for years 2008 (7.99%3) and 2009
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(2.51%) is now known, and was also based on the year-over-year increase in the
Consumer Price Index.

2. Average YMPE at separation

The Average YMPE (under the Canada Pension Plan) is calculated over the ‘last’ 5
calendar years, but like pensionable earnings, as a ‘special status’ divested member,
Ms. McSheffrey’s annual YMPE is based upon the annual YMPE immediately prior
to divestment, escalated consistently the lower of the year-over-year increase in (a)
the Average Industrial Wage or (b) the Consumer Price Index. The average YMPE is
not based upon her factual YMPE as applicable under HOOPP or for ‘active’
OMERS members. The factual YMPE are slightly higher each year. Average YMPE
cannot exceed ‘final average earnings’; however, this limit is not relevant to Ms.
McSheffrey.”

Other than the specific information and data as quoted above, we have not relied on the Norton
Report for our analysis or calculations done in the preparation of this report.

Differences between the 2008 Report and the 2011 Report

Based on our recommendation, you requested that this report be prepared with a valuation date of
December 31, 2008. We also prepared a report with a valuation date of December 31, 2011 (the
“2011 Report”). We have prepared this report with a valuation date of December 31, 2008 instead of
January 1, 2009 as using the year end is more consistent with the data provided. Given the
methodology used in the preparation of this report, we do not believe the results would be materially
different if the report had been prepared with a valuation date of January 1, 2009.

You have also requested that we compare the findings of this report with findings presented in the
Norton Report.

The following summarises the differences in methodology and assumptions used in this report as
compared with the 2011 Report.

1. We have prepared this report using the provisions of the Plans in effect as at December 31,
2008 without taken into consideration amendments to the Plans after December 31, 2008.
For the 2011 Report, we used the provisions of the Plans in effect as at December 31, 2011,
taking into consideration all plan amendments made as at December 31, 2011, including plan
amendments that will come into effect after that date.

2. For the purpose of this report, to estimate the accrued pension at various future retirement
dates, the future accrued pension was projected based on Ms. McSheffrey’s salary history up
to December 31, 2008. For greater clarity, we did not take into consideration any
information regarding Ms. McSheffrey’s actual salary and service history beyond December
31, 2008. For the purpose of the 2011 Report, we took into consideration all information
available as at the date the report was prepared.

3. For the purpose of this report, we use the same interest and mortality assumptions as
stated in the Norton Report where applicable. In my opinion, the interest and mortality
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assumptions as stated in the Norton Report were appropriate for the purpose of a report of
this type with a valuation date of January 1, 2009. For the 2011 Report, we used the interest

and mortality assumptions applicable to a report of this type with a valuation date of
December 31, 2011.

Data Used for the Purpose this Analysis

For the purpose of this analysis, we used the following data as provided:

Date of birth: February 14, 1960
Spouse date of birth: October 18, 1955
Date OMERS Service Divested: March 31, 1997
Date HOOPP Service Commenced: April 1, 1997
OMERS credited service as at December 31, 2008: 6.25 years
OMERS qualifying service as at December 31, 2008: 17.75 years
HOOPP contributory service as at December 31, 2008: 11.538462 years
HOOPP eligible service as at December 31, 2008: 18.003232 years

HOOPP average annualized earnings at December 31, 2008:  $64,977.00

We have also been provided with the following information on Ms. McSheffrey’s contributory
earnings and hourly rate of pay as well as the deemed YMPE for the calculation of OMERS pension:

Deemed
contibutory | AYMPERE | ey | Houry
. OMERS . rate of pay
earnings . earnings
pension
2004 $48,598.79 $61,488
2005 49,407.32 63,051
2006 51,067.85 64,866
2007 51,424.30 66,883
2008 52,445.83 $41,664 $36.77

The OMERS contributory earnings and the deemed average YMPE for the calculation of OMERS
pension are taken directly from the OMERS pension reports.

The HOOPP contributory earnings from 2004 to 2007 are taken from the Norton Report. The
HOOPP annual pension statements do not contain information on contributory earnings on an annual
basis. For 2008 we estimated the annual HOOPP contributory earnings from the hourly rate of pay
as shown in the latest Champlain CCAC Payment Statement in that calendar year provided to us
assuming 35 hours per week. On this basis we were able to match the average annualized earnings as
stated in the HOOPP statement for 2008 to within 0.2%.

In addition, we have been provided with information on Ms. McSheffrey’s contributions with

interest. In particular, the following information on contributions with interest was used in our
analysis:

OMERS HOOPP
December 31, 2008 $32,421.07 $46,457.25
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If any of the data as stated above is incorrect this report will have to be revised.

As per your request, for the purpose of this report we used a Calculation Date of December 31, 2008.

Plan Provisions applicable to this analysis

Attached as Appendix I is a summary of plan provisions for OMERS as applicable to the preparation
of'this analysis.

Attached as Appendix II is a summary of plan provisions for HOOPP as applicable to the preparation
of this analysis. ‘
Methods and Assumptions

For the purpose of this report, we have calculated Ms. McSheffrey’s accrued pension and the APV of
her pension assuming the following dates of termination or retirement:

Date Rationale for date selection
December 31, 2008 The Calculation Date used in the Norton Report
December 31, 2011 The yearend preceding the date this report is prepared
February 28, 2015 The earliest retirement date available to Ms. McSheffrey

under the Plans (with a reduced pension)

February 29, 2020 The earliest unreduced retirement date under HOOPP
September 30, 2020 The earliest unreduced retirement date under OMERS
February 28, 2025 The normal retirement date under the Plans

Where Ms. McSheffrey was not entitled to an immediate pension at the time of termination, for the
purpose of this report we calculated the APV based on the assumption that Ms. McSheffrey elected
the deferred pension option on termination. We calculated the APV of her pension, as at the date of
termination, as the higher of the APV of a pension commencing on her earliest reduced retirement
date and the APV as at the date of termination of her pension at her earliest unreduced retirement
date of the plan where Ms. McSheffrey would receive the greater portion of her retirement pension
(age 60 under current terms and age 65 if all her pension were accrued under OMERS). We took
into consideration the requirement under the Ontario Pension Benefits Act that the APV of a reduced
pension cannot be lower than the APV of the deferred pension payable from the normal retirement
date. We did not take into consideration the possibility of Ms. McSheffrey electing to commence
receiving the pension at any other date other than the two dates as described. The APV calculated
on this basis is not the same as the commuted value Ms. McSheffrey would have received had
she terminated her membership under the Plan and elected to transfer the commuted value of
her entitlements out of the Plan. We do not have all the information required to calculate the actual
commuted value Ms. McSheffrey would have received. We believe the APV as calculated is
adequate and appropriate for the purpose of this report.

Where Ms. McSheffrey has the option to elect an immediate pension on the date of termination, for
the purpose of this report, we assumed Ms. McSheffrey will elect either an immediate pension or a
deferred pension commencing at her earliest unreduced retirement date under the plan from which
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Ms. McSheffrey would receive the greater portion of her retirement pension. We calculated the APV
of her pension as at the assumed date of termination or retirement as the higher of the APV of the
immediate pension or the deferred pension as described. We did not take into consideration the
possibility of Ms. McSheffrey electing to commence receiving the pension at any dates other than the
two dates as described.

For the purpose of determining the spousal benefits provided under the Plans we used the
information on Ms. McSheffrey’s spouse as provided.

Methods and assumptions assuming termination on December 31, 2008

For assumed termination as at December 31, 2008, we estimated Ms. McSheffrey’s accrued pension
based on the information available to us (including estimates, where necessary, as stated in this
report). We believe our estimates of Ms. McSheffrey’s accrued pension as of the assumed
termination date would be very close to Ms. McSheffrey’s accrued pension had she actually
terminated her membership under the Plan on the assumed termination date.

There is no prescribed approach for the calculation of the APV of such benefits on the basis as
described in this report. For the purpose of this report, where applicable, we calculated the APV of
the pension benefits based on the methods and assumptions prescribed by Section 3800 Revised
Standard of Practice for Pension Commuted Values of the Canadian Institute of Actuaries Effective
February 1, 2005; Revised May 1, 2006; December 8, 2008, as it existed as at December 31, 2008 (the
“CV Standard”).

Specifically, for assumed termination on December 31, 2008, we used sex distinct mortality rates equal
to the UP-94 Table projected forward to the year 2015 using mortality projection Scale AA (UP-
94@2015), and we used the following effective interest rates:

Assumed termination Non-indexed rates Fully indexed rates
date First 10 years | After 10 years | First 10 years | After 10 years
December 31, 2008 3.75% 5.25% 2.5% 3.25%

For the purpose of determining the APV of the benefits, the implied inflation rates used to estimate
the increase in the benefits are 1.22% for the first 10 years and 1.94% thereafter for assumed
termination on December 31, 2008, calculated based on the relationship between the fully indexed
rates and the non-indexed rates.

Methods and assumptions assuming termination or retirement at a future date

There is no prescribed approach applicable to the determination of either the accrued pension
assuming retirement on a future date or the APV of the benefits on the basis as described in this
report. For the purpose of this report, we estimated the amounts of future accrued pension and the
APVs of such benefits using the following method and assumptions.

The Norton Report was prepared with a Calculation Date of January 1, 2009. The Norton Report
used sex distinct mortality rates equal to the UP-94@2015. The effective annual interest rates
prescribed by the CV Standard for commuted values determined with a Calculation Date of
January 1, 2009 are as follows:
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Calculation Date Non-indexed rates Fully indexed rates
First 10 years | After 10 years | First 10 years | After 10 years
January 1, 2009 3.5% 5.0% 2.5% 3.5%

The Norton Report did not specifically state the non-indexed rates used in the calculation of the APV
in that report. However, we have determined the “partially indexed rates” used in the Norton Report
were determined in accordance with the above rates.

For the purpose of this report, where applicable, we calculated the APV of the pension benefits
based on methods and assumptions prescribed by the CV Standard. To be consistent with your
request, for interest and mortality assumptions, we use the same interest and mortality assumptions
used in the Norton Report where assumed date of termination or retirement is a date in the future.
We first calculated the APV of the accrued benefits as at the various assumed retirement dates.
For the sake of comparability of the APVs of the pension at the various assumed retirement
dates, we then discount the APVs of the pension benefits as at the assumed retirement dates to
the Calculation Date of December 31, 2011 with interest.

We used an effective annual interest rate of 3.5% for the first 10 years after December 31, 2008 and
5.0% thereafter to determine “non-indexed rates” and we used an effective annual interest rate of
2.5% for the first 10 years after December 31, 2008 and 3.5% thereafter to determine the “fully
indexed rates” for calculating the APVs at the assumed dates of retirement. For the purpose of
determining the APVs of the benefits, the implied inflation rates used to estimate the increase in the
benefits are 0.98% for the first 10 years after December 31, 2008 and 1.46% thereafter, calculated

based on the relationship between the fully indexed rates and the non-indexed rates, effective January
1, 2009.

For the purpose of estimating Ms. McSheffrey’s accrued pension at assumed future retirement dates,
we projected Ms. McSheffrey’s annual pension based on the following assumptions:

e Ms. McSheffrey’s pensionable earnings and the YMPE under the Canada Pension Plan will
increase in future years by 1% above the implied inflation rates as stated above. This
assumption is consistent with the CV Standard where increases in pensions are related to an
average wage index. In other words, we assumed the increase in Ms. McSheffrey’s future
salary will be comparable to the increase in the average salary in Canada

e The Plan provisions in effect as at December 31, 2008 will remain unchanged in the future

e The provisions of the Canada Pension Plan affecting the calculation of pension benefits under
the Plan in effect as at December 31, 2008 will remain unchanged in the future

¢ For the purpose of estimating Ms. McSheffrey’s pension at retirement from OMERS as a
divested member, we assumed both Ms. McSheffrey’s deemed salary and the deemed YMPE
will increase in the future at the assumed inflation rates as described above.

Assumption on Plan provisions (for all assumed dates of termination and retirement)

For the purpose of determining the APV of the HOOPP pension entitlements, we assumed the three
months of lost HOOPP contributory service was for service prior to 2006.

For HOOPP, for pensions accrued before 2006 the plan provides for automatic increases for pensions
payable to deferred vested and retired members that reflect 75% of the full increase in the Consumer
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Price Index (“CPI”), up to a maximum increase in CPI of 10%, for periods both prior to and after
retirement. The plan was amended in 2004 such that no automatic increases will be provided to
benefits accrued after 2005.

It should be noted that in addition to the automatic increases, HOOPP has, on occasion (most
recently in 1998 and 2001), provided ad hoc “catch up” cost of living adjustments to deferred vested
and retired members. The effect of these catch up adjustments was to increase pensions to the
amounts they would be if they had been increased at 100% of the full increase in CPI for each year
instead of 75%.

For the years 2007 and 2008 no ad hoc adjustment was granted for benefits accrued before 2006, and
an ad hoc increase of 75% of the increase in CPI was granted every year up to 2008 for benefits
accrued after 2005.

For the purpose of this report we assumed all pension benefits under HOOPP are indexed at 75% of
the full increase in CPI both before and after retirement.

Since 1999 all OMERS benefits (including benefits accrued before 1999) are contractually
guaranteed to increase at 100% of the increase in CPI. The plan was amended in 2011 such that no
automatic increase will be provided to benefits accrued after 2013 during the deferred period. This
amendment does not affect the results presented in this report of any scenarios selected for the
purpose of this report. For the purpose of this report, based on the methods and assumptions used,
we would not have taken into consideration the effect of this amendment under any circumstances.

Annual Pension at Retirement

We estimated, based on information as described and assumptions as stated, Ms. McSheffrey’s
annual pension and APV thereof as at the various assumed dates of termination and retirement as

follows:
Pension under OMERS for pre-divestiture service
unreduced

age at lifetime early
assumed date  termination  pension retirement APV of
of termination or plus reduction lifetime pension
or retirement retirement bridge bridge factor pension bridge benefit
31/12/2008  48.88 6,324 1,758 n/a n/a n/a 46,400
31/12/2011  51.88 6,608 1,855 n/a n/a n/a 45,000

28/02/2015  55.05 6,827 1,964 69.58% 2,787 1,964 57,800
29/02/2020  60.05 7,176 2,061 94.81% 4,742 2,061 61,100
30/09/2020  60.63 7,224 2,061 100.00% 5,163 2,061 62,800
28/02/2025  65.05 7,672 2,205 100.00% 5,468 0 44,200
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Pension under HOOPP for service after divestiture

Factors not taken into consideration

Scott, Go Associates Inc.

age at early
assumed date  termination  unreduced retirement APV of
of termination or lifetime unreduced  reduction lifetime pension
or retirement retirement pension bridge factor pension bridge benefit
31/12/2008  48.88 12,497 2,513 n/a n/a n/a 160,200
31/12/2011  51.88 16,970 3,436 n/a n/a n/a 211,100
28/02/2015  55.05 21,956 4,538 91.00% 19,980 4,130 330,500
29/02/2020  60.05 31,097 6,418 100.00% 31,097 6,418 362,700
30/09/2020  60.63 32,306 6,658 100.00% 32,306 6,658 360,100
28/02/2025  65.05 42,686 0 100.00% 42,686 0 331,000
Assumed all Pension Accrued under OMERS
unreduced carly
assumed date age at lifetime retirement APV of
of termination  termination or  pension plus reduction lifetime pension
or retirement retirement bridge bridge factor pension bridge benefit
31/12/2008 48.88 23,091 5,087 n/a n/a n/a 182,900
31/12/2011 51.88 29,125 6,454 n/a n/a n/a 214,800
28/02/2015 55.05 35,789 8,224  70.83% 17,126 8,224 328,400
29/02/2020 60.05 47,777 11,001 96.06% 34,896 11,001 437,000
30/09/2020 60.63 49,356 11,223 100.00% 38,134 11,223 453,100
28/02/2025 65.05 62,936 14,364 100.00% 48,572 0 392,800
Comparison
APV of
total APV
APV of pension pension if
assumed date age at OMERS pre- APV of under all accrued
of termination  termination or divestiture HOOPP current under
or retirement retirement pension pension terms OMERS difference
31/12/2008 48.88 46,400 160,200 206,600 182,900 23,700
31/12/2011 51.88 45,000 211,100 256,100 214,800 41,300
28/02/2015 55.05 57,800 330,500 388,300 328,400 59,900
29/02/2020 60.05 61,100 362,700 423,800 437,000 (13,200)
30/09/2020 60.63 62,800 360,100 422,900 453,100 (30,200)
28/02/2025 65.05 44,200 331,000 375,200 392,800 (17,600)

The following factors were not taken into consideration in the preparation of this report:

Mortality

Because of the methodology used in calculating the APVs, we have not taken into consideration the

effect of mortality from the Calculation Date to the assumed date of retirement.

0788
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Required employee contributions

We have not taken into consideration the effect of the difference between the required member
contributions under the two plans.

Since 2004 the required member contribution rates for OMERS are as follows:

Contributory
eamings 2004 2005 2006 2007 2008

Up to YMPE 6.00% 6.00% 650% 6.50% 6.50%
Over YMPE 8.80% 8.80% 9.60% 9.60% 9.60%

Since 2004 the required member contribution rates for HOOPP are 6.9% for contributory earnings up
to YMPE and 9.2% for contributory earnings in excess of YMPE.

We do not have sufficient information to perform an exact analysis on the effect of the difference in
required employee contributions with interest. However, we note that the required contribution rates
were reasonably comparable between the two Plans from 2004 to 2008.

30% Rule

Under the Ontario Pension Benefits Act, the required member’s contributions with interest accrued to
the date of separation cannot provide for more than 50% of the commuted value of the member’s
pension at the time of termination or retirement. We do not have sufficient information to perform a
detailed analysis on the effect of the 50% rule. However, based on our estimate of the APVs of Ms.
McSheffrey’s pension benefits under the various scenarios, we believe the application of the 50%
rule would likely only affect the value of Ms. McSheffrey’s benefits assuming termination on
December 31, 2008. At that date I believe the difference as shown in this report would be greater if
the 50% rule were taken into consideration.

[ do not believe the application of the 50% rule would affect the differences as shown in this report
for other assumed dates of termination or retirement.

Comparison with Results presented in the Norton Report

There are two future assumed dates of retirements where the APVs of Ms. McSheffrey’s pension
entitlements have been determined by both the Norton Report and this report: retirement at age 60

and retirement at age 65.

According to the Norton Report, the APVs as at January 1, 2009 of Ms. McSheffrey’s annual pension
as at these assumed retirement dates are as follows:

assumed date of APV of total APV pension if
termination or  age at retirement  pension under all accrued difference

retirement current terms under OMERS
29/02/20 60.05 412,115 418,511 (6,396)

28/02/25 65.05 361,212 366,504 (5,292)
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The corresponding APVs as at December 31, 2008 of her entitlement as presented in this report as
the same retirements ages are as follows:

assumed date of APV of total APV pension if
termination or  age at retirement  pension under all accrued ditference

retirement current terms under OMERS
29/02/20 60.05 423,800 437,000 (13,200)
28/02/25 65.05 375,200 392,800 (17,600)

We note the difference between the APVs in this report differs from the APVs as presented in the
Norton Report for the corresponding scenario by between 2.6% and 6.7%.

For all intents and purposes, all actuarial calculations are approximations.

Different approximation methods were used by the Norton Report and this report for the purposes of
determining the accrued pension as well as the APVs of the accrued pension as at the assumed
retirement dates.

Consistent with our general practice when preparing a report of this type, we determine the accrued
pension as at the date of termination or retirement by first projecting the nominal dollar amounts of
Ms. McSheffrey’s monthly salary and applicable YMPE during the final five years before her
assumed termination or retirement. The nominal dollar amounts of Ms. McSheffrey’s future salary
were projected from her actual historical salary using the assumed implied inflation rates and
assumed rates of salary increase as detailed earlier in this report. For her pension after retirement, we
estimated the nominal dollar amount of her monthly pension using the implied inflation rates
adjusted to reflect the indexation provisions of the plan. We then calculated the APV of her monthly
pension payments as at the assumed dates of termination or retirement using the non-indexed interest
rates and mortality assumption as stated in this report. This method is sometimes referred to as the
“explicit indexation method”. We then discounted the APV:s as at the assumed date or termination or
retirement to the valuation date with interest only using the non-indexed interest rates.

The Norton Report calculated the APV of Ms. McSheffrey’s pension entitlement based on her
accrued pension as at the date of valuation. To take into consideration the increase to her pension
due to future increases in salary and YMPE, and the indexation of benefits after retirement, the
Norton Report discounted the accrued pension, in current dollars, with interest and mortality. The
interest rates used are the fully indexed rates or the non-indexed rates, as applicable, adjusted to
reflect the assumptions on salary increase or indexation. This method is sometimes referred to as the
“implicit indexation method”.

It is my opinion that that the “explicit indexation method” is a more refined method in the sense that
calculations using the “explicit indexation method” take into consideration more actual historical
information and more specific provisions of the pension plan when performing the calculations. The
“implicit indexations method™ is a widely accepted approximation method used by pension actuaries
and actuaries doing actuarial evidence work in Canada. It should be noted that the “implicit
indexation method” was the most commonly used method among actuaries preparing reports for
Ontario family law purpose prior to January 1, 2012.

From our experience in comparing our APVs of pension entitlements for Ontario family law
purposes with APVs calculated by other actuaries, it is not uncommon to find a difference of
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approximately 2% due to the difference in approximation methods. It should be noted that the APVs
for Ontario family law purposes are calculated based on the actual accrued pension as at the date of
valuation. In other words, there is one less degree of uncertainty when compared with APVs
presented in reports where the projected pension amounts at assumed retirement are also estimates.

We have not performed a detailed analysis of the effect of salary projection on the difference in the
values of the APVs. However, we note that the value of Ms. McSheffrey’s expected lifetime pension
at retirement, in current dollars, assuming all service under OMERS, used in this report as compared

‘with the corresponding values used in the Norton Report differ by approximately -2% and +3%

assuming retirement at ages 60 and 65, respectively.

Caveats

We believe the values in this report represent reasonable estimates of the APVs of Ms. McSheffrey’s
pension entitlements under the various scenarios calculated based on the information provided and
using the methods and assumptions as stated in this report. We caution you that there may be other
equally valid alternate methods and assumptions which may result in values significantly different
from these values.

We caution that the APVs for termination and retirement at a future date shown in this report are
calculated based on the current provisions of the Plans. The APVs at the time of actual termination
or retirement would be different if the provisions of the Plans were amended after the Calculation
Date.

We caution that the APVs shown in this report are calculated in accordance with the methods and
assumptions as stated in this report. In accordance with the method used in this report, the economic
assumptions are selected to reflect financial conditions as at the Calculation Date. If the same
method is used, and a different Calculation Date is selected, the economic assumptions used will
likely be different, as a result the APVs will most likely be different.

We caution that the accrued pension at the assumed future date of termination or retirement as
presented in this report are calculated based on current provision of the Plans and based specified
actuarial methods and assumptions adopted. The values presented above are sensitive to the methods
and assumptions adopted. The actual accrued pension at the actual date of termination or retirement
will be different from the accrued pension as shown in the report.

We caution that the APV as presented in this report are the APVs of a series of contingent payments
calculated based on specified actuarial assumptions selected according to accepted actuarial practice.
The values presented above are sensitive to the methods and assumptions adopted. The actual APV
of the accrued benefits at the time of actual termination or retirement will be different from the APVs
shown in the report.

We have not adjusted for any contingency not specifically set out in this report. In particular, we
have not considered the effect of income tax in our calculations. However, we believe this is
appropriate because we have been requested to estimate the difference in APVs at particular assumed
date of termination or retirement.
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We have also not taken into consideration the probability of death or termination before assumed
dates of termination or retirement. However, we believe this is appropriate because we have been
requested to estimate the values at particular assumed dates of termination or retirement.

Subject to the qualifications explicitly stated in this report, I have calculated the values presented in
this report in accordance with accepted actuarial practice.

I have prepared this report in compliance with accepted actuarial practice where accepted actuarial
practice exists.

This report has been prepared to comply with the Practice-Specific Standards for Actuarial Evidence
of the Canadian Institute of Actuaries. It is my opinion that the assumptions and methods for which I

have taken responsibility are appropriate in the circumstances of this case and for the purpose of this
report.

While I believe this report to be sufficient for your purposes, I am available to provide additional
calculations or to answer any questions regarding the report, should my assistance be required.

If you have any questions or require further information, please call me at 416 568 2878

Respectfully submitted,

Scott, Go Associate Inc.

Iz

Tian~teck Go
Fellow of the Canadian Institute of Actuaries

792,



Appendix I: Summary of Plan Provisions of
Ontario Municipal Employees Retirement System as Applicable to this Analysis

The plan provides for a pension equal to 2% of highest average earnings multiplied by
credited service. The plan also provides for an offset at age 65 equal to 0.675% of the lesser
of the average Year’s Maximum Pensionable Earnings (“YMPE”) and the highest average
earnings, multiplied by credited service. The highest average earnings is the highest average
of the member’s annualized earnings during any five consecutive years of plan membership
for which the member accrued contributory service. The average YMPE is calculated using
the five-year average of the YMPE ending in the year of retirement.

Normal retirement age is 65 years.

The Plan provides for unreduced early retirement between ages 55 and 65 if the following
conditions are met;

. the sum of the member’s age and the member’s qualifying service at the date of
termination (or credited and eligible service) equals to 90;
. 30 years of qualifying service at the date of termination

where age and qualifying service are measured in full years and months at time of pension
commencement.

For members retiring from employment and for deferred members, for all benefits accrued
before 2013, the Plan also provides for reduced early retirement between ages 55 and 65. The
early retirement pension would be reduced by 5% multiplied by the least of:

. 65 less the member’s age;

° 90 less the sum of the member’s age and the member’s qualifying service at the date
of termination (or credited and eligible service); or
. 30 less the member’s qualifying service at the date of termination (or credited and

eligible service),
where age and qualifying service are measured in full years and months at time of pension
commencement. The 5% per year reduction is prorated for part years.

For death before retirement, a vested member is entitled to the commuted value of the
benefits. For death after retirement, the eligible spouse is entitled to 66%3% of the lifetime
pension the member is receiving at date of death.

The Plan provides for automatic increases for pensions payable to terminated members that
reflect 100% of the full increase in the CPI over time, for periods both prior to and after
retirement for benefits accrued before 2013.
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Appendix II: Summary of Plan Provisions of
Hospitals of Ontario Pension Plan as Applicable to this Analysis

The plan provides for a pension equal to 1.5% of average annualized earnings up to the
average YMPE plus 2.0% of average annualized earnings above the average YMPE,
multiplied by contributory service. For members who retire with at least two years of
membership, the plan also provides for a bridge benefit equal to 0.5% of average annualized
earnings up to the average YMPE, multiplied by contributory service, should the member
retire with an unreduced pension prior to age 65. The average annualized earnings is the
highest average of the member’s annualized earnings during any five consecutive years of
Plan membership for which the member accrued contributory service. The average YMPE is
the average of the YMPE in the three years immediately preceding the date of determination.

For members with an eligible spouse, the normal form of pension is a joint and 60% survivor
annuity.

If the pension commencement date precedes the earlier of the date the member attains age 60,
completes 30 years of early retirement eligibility service, or the date the member becomes
totally and permanently disabled, then her registered lifetime pension will be reduced
according to the following table:

Age55 Age56 Age57 Age58 Age59  Age 60+
2to 14 70.00% 76.00% 82.00% 88.00% 94.00% 100.00%
15 7750% 82.00% 86.50% 91.00% 95.50% 100.00%

16 79.00% 83.20% 87.40% 91.60% 9580% 100.00%
17 80.50% 84.40% 88.30% 92.20% 96.10% 100.00%
18 82.00% 8560% 89.20% 92.80% 96.40% 100.00%
19 83.50% 86.80% 90.10% 93.40% 96.70% 100.00%
20 85.00% 88.00% 91.00% 94.00% 97.00% 100.00%
21 86.50% 89.20% 91.90% 94.60% 97.30% 100.00%
22 88.00% 90.40% 92.80% 9520% 97.60% 100.00%
23 89.50% 91.60% 93.70% 95.80% 97.90% 100.00%
24 91.00% 92.80% 94.60% 96.40% 98.20% 100.00%
25 92.50% 94.00% 95.50% 97.00% 98.50% 100.00%
26 94.00% 9520% 96.40% 97.60% 98.80% 100.00%
27 95.50% 96.40% 97.30% 98.20% 99.10% 100.00%
28 97.00% 97.60% 98.20% 98.80% 99.40% 100.00%
29 98.50% 98.80% 99.10% 99.40% 99.70% 100.00%

30 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Inflation Protection

Pensions, deferred pensions, and suspended pensions for contributory service up to
December 31, 2005 are subject to annual indexing at the rate of 75% of the increase in the
Consumer Price Index, up to a maximum annual pension increase of 10%. The aggregate of
all pension increases shall not exceed 100% of the preceding years’ rates of increase in the
CPI up to a maximum CP1 increase of 10% per year.

Pensions, deferred pensions, and suspended pensions for contributory service after December
31, 2005 are not subject to automatic indexing. Nevertheless, indexing may be provided on
such benefits for service after December 31, 2005 on an ad hoc basis, at the rate of up to
100% of the increase in the Consumer Price Index, subject to a maximum total annual
increase of 10%.
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. Fellow of the Canadian Institute of Actuaries (1983)
. Fellow of the Society of Actuaries (1983)

EMPLOYMENT HISTORY
. July 2002 to present Consulting Actuary, Scott, Go Associates Inc.
. May 1996 to June 2002 Consulting Actuary, Robertson, Eadie & Associates
. June 1987 to May 1996 Actuary / Director, Actuarial Services Branch,
Pension Commission of Ontario, Ministry of Finance
. August 1975 to May 1987 Various actuarial positions, Mutual Life of Canada
WORK EXPERIENCE
. Provided actuarial services to lawyers in legal proceedings and negotiations since 1987
. Provided advice to unions, other employee groups and individual pension plan members in

negotiations on pension matters since 2002, including the establishment and implementation
of a supplemental employee retirement plan

. Prepared actuarial reports for lawyers on pension entitlements of pension plan members,
including review of entitlements, preparation of actuarial reports on loss of pension benefits
on termination, and review of reports prepared by other actuaries

. Provided advice to lawyers on actuarial and pension matters in class action lawsuits including
obtaining certification, preparing reports, reaching settlement and preparation of revised plan
documents

. Reviewed pension plan actuarial reports filed with regulatory authorities prepared by other
actuaries since 1987 (for lawyers, unions and other employee groups since 2002)

. Prepared pension plan actuarial reports filed with regulatory authorities from 1996 to 2002

Signed over one thousand actuarial reports on marriage breakdown as required under the
Ontario Family Law Act since 1996
° Qualified as expert witness in Ontario
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Canadian Institute of Actuaries

Committee on Pension Plan Financial Reporting, member, 1988 to 1995

Committee on Actuarial Evidence Practice, member, 1997 to 2011

Task Force on Pension Plan Actuarial Report Content, member, 2011 to present

Actuarial Evidence Seminar, 2000, Meeting Co-ordinator

Actuarial Evidence Seminar, 2001, Speaker, Current Topics in Marriage Breakdown

Valuations

. Actuarial Evidence Seminar, 2004, Moderator, Panel Discussion: The New Transfer Value
Standard

. Actuarial Evidence Seminar, 2006, Speaker, Actuarial Evidence and Pension Consulting -
Where the Twain Meet and Overlap

. Actuarial Evidence Seminar 2008, Moderator, Current Issues in Marriage Breakdown

) Actuarial Evidence Seminar 2012, Panel Member, Panel Discussion: Experience and Issues

under Ontario’s Bill 133 Marriage Breakdown Regime
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PRIVATE AND CONFIDENTIAL
November 14, 2012

Ms. Susan Ursel, LL.B.

Ursel Phillips Fellows Hopkinson LLP
Barristers & Solicitors

30 St. Clair Avenue West, 10" Floor
Toronto, Ontario M4V 3Al

Dear Ms. Ursel:

Re:  Ms. Susan McSheffrey’s Pension Entitlements
(with a Calculation Date of December 31, 2011)

As requested, we reviewed the information provided regarding the pension entitlements of Ms. Susan
McSheffrey under the Ontario Municipal Employees Retirement System (“OMERS”) and the
Hospitals of Ontario Pension Plan (“HOOPP”). You represent Ms. McSheffrey and you retained us
to prepare this report. This report is prepared to provide an analysis of the effect on the pension
entitlements of Ms. McSheffrey at termination or retirement as a result of the change from OMERS
membership to HOOPP membership as a result of the divestiture of her employer.

In this report, we will refer to OMERS and HOOPP collectively as the Plans.

Purpose of this Report
More specifically, you have requested that we estimate:

(1) the total amount of Ms. McSheffrey’s accrued pension under the two above pension plans
assuming termination or retirement on various dates as well as the Actuarial Present Value (“APV”)
of the accrued pension, and

(2) the amount of Ms. McSheffrey’s accrued pension on termination or retirement on the same
assumed dates and the APVs thereof had Ms. McSheffrey been able to continue to accrue pension
under OMERS after the divestiture.

We note there are virtually unlimited numbers of scenarios that can be tested for obtaining a set of
estimates of this type. The results will vary based on the actuarial method and assumptions used to
calculate such estimates. For the purposes of this report, we have identified the scenarios we have
selected for performing the calculations using method and assumptions stated in this report.

We believe the estimates presented in this report are representative of the pattern of the amounts of
pensions benefit and APVs of the benefits Ms. McSheffrey can expect to receive from the Plans.
However, the numerical values of the amounts of Ms. McSheffrey’s pension benefits and APVs of
such benefits will differ if different scenarios are selected or different methods and assumptions are
used. These amounts will also be different from the actual amounts Ms. McSheffrey will receive
from the Plans at the date of her actual termination or retirement.
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Information Provided

We have been provided with copies of the following documents related to Ms. McSheffrey’s pension
information:

e her HOOPP Annual Statement with statement dates from 2007 to 2010

¢ her OMERS Pension Report from 2007 to 2010

¢ selected Champlain CCAC Payment Statements dating from 2008 to 2011

In addition to the information provided, we also have access to the provisions of the Plans which are
in the public domain.

We have also been provided with a copy of the Actuarial Valuation Report On the Value of ‘Lost’
Pension Entitlements Of Ms. Susan E. McSheffrey dated April 15, 2009 prepared by Mr. J. M.
(“Mel”) Norton of J. M. Norton Consulting Inc. (the “Norton Report”). In the preparation of this
report, we relied on the following information as stated in the Norton Report:

¢ The date of birth of Mr. Kevin McSheffrey, the spouse of Ms. McSheffrey

¢ Ms. McSheffrey’s contributory earnings under HOOPP from 2004 to 2008

e To determine Ms. McSheffrey’s pension at retirement under OMERS as a divested member,
we relied on the Norton Report which provided a description of the determination of the

Average Pensionable Earnings and Average Yearly Maximum Pensionable Earnings
(“YMPE”) for divested members as follows:

“1. Final Average Earnings at separation

Average Pensionable earnings are calculated over the ‘best’ S-year period, or such
shorter period as reflects total OMERS and HOOPP service. As a ‘special status’
divested member, Ms. McSheffrey’s annual pensionable earnings are based upon her
annual earnings immediately prior to divestment, escalated by a scale based upon the
lower of the year-over-year increase in (a) the Average Industrial Wage or (b) the
Consumer Price Index. Her pensionable earnings are not based upon her factual
earnings as applicable under HOOPP or for ‘active’ OMERS members. Her factual
earnings are significantly higher.

The increase to earnings for years 2004 (1.94%) and 2005 (1.66%) was based on the
year-over-year increase in the Average Industrial Wage. The increase to earnings for
years 2006 (3.36%) and 2007 (0.70%) was based on the year-over-year increase in
the Consumer Price Index. The increase to earnings for years 2008 (/.99%) and 2009
(2.51%) is now known, and was also based on the year-over-year increase in the
Consumer Price Index.

2. Average YMPE at separation

The Average YMPE (under the Canada Pension Plan) is calculated over the ‘last’ §
calendar years, but like pensionable earnings, as a ‘special status’ divested member,
Ms. McSheffrey’s annual YMPE is based upon the annual YMPE immediately prior
to divestment, escalated consistently the lower of the year-over-year increase in (a)
the Average Industrial Wage or (b) the Consumer Price Index. The average YMPE is
not based upon her factual YMPE as applicable under HOOPP or for ‘active’
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OMERS members. The factual YMPE are slightly higher each year. Average YMPE
cannot exceed ‘final average earnings’; however, this limit is not relevant to Ms.
McSheffrey.”

It should be noted that the Norton Report had been provided to us primarily for information purposes.
Other than the specific information and data as quoted above, we have not relied on the Norton
Report for either our analysis or calculations done in the preparation of this report.

Data Used for the Purpose this Analysis

For the purpose of this analysis, we used the following data as provided:

Date of birth: February 14, 1960
Spouse date of birth: October 18, 1955
Date OMERS Service Divested: March 31, 1997
Date HOOPP Service Commenced: April 1, 1997

OMERS credited service as at December 31, 2008: 6.25 years
OMERS qualifying service as at December 31, 2008: 17.75 years
HOOPP contributory service as at December 31, 2008: 11.538462 years
HOOPP eligible service as at December 31, 2008: 18.003232 years
HOOPP average annualized earnings at December 31,2008:  $64,977.00

We have also been provided with the following information on Ms. McSheffrey’s contributory
earnings and hourly rate of pay as well as the deemed YMPE for the calculation of OMERS pension:

Deemed
contioutory | AYMPEROT |y | Houry
. OMERS . rate of pay
earnings . earnings
pension
2004 $48,598.79 $61,488
2005 49.407.32 63,051
2006 51,067.85 64,866
2007 51,424.30 66,883
2008 52,445.83 $41,664 $36.77
2009 53,762.95 42,514 38.25
2010 53,962.91 43,265 39.14
2011 39.79
2012 39.79

The OMERS contributory earnings and the deemed average YMPE for the calculation of OMERS
pension are taken directly from the OMERS pension reports.

We estimated the 2011 and 2012 OMERS contributory earnings and the deemed YMPE for the
calculation of OMERS benefits from the formula for indexation obtained from the OMERS website
and information on Consumer Price Index from the Bank of Canada website.

The HOOPP contributory earnings from 2004 to 2007 are taken from the Norton Report. The
HOOPP annual pension statements do not contain information on contributory earnings on an annual
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basis. We estimated the annual HOOPP contributory earnings from the hourly rate of pay as shown
in the latest Champlain CCAC Payment Statement in a calendar year provided to us assuming 35
hours per week. On this basis we were able to match the average annualized earnings as stated in the
HOOPP statements from 2008 to 2010, inclusive, to within 0.2%.

We have been informed by Ms. McSheffrey of her hourly rate of pay in 2012 and that the hourly rate
of pay will not be increased until 2014.

We have also been provided with the information on her contributions with interest. In particular, the
following information on contributions with interest was used in our analysis:

OMERS HOOQOPP
December 31, 2008 $32,421.07 $46,457.25
December 31, 2009 33,332.09 52,658.64
December 31, 2010 33,918.73 59,095.99

If any of the data as stated above is incorrect this report will have to be revised.

For the purpose of this report, we used a Calculation Date of December 31, 2011, the last day of the
year immediately preceding the date this report is prepared.

Plan Provisions Applicable to this Analysis

Attached as Appendix I is a summary of plan provisions for OMERS as applicable to the preparation
of this analysis.

Attached as Appendix II is a summary of plan provisions for HOOPP as applicable to the preparation
of this analysis.
Methods and Assumptions

For the purpose of this report, we have calculated Ms. McSheffrey’s accrued pension and the APV of
her pensions assuming the following dates of termination or retirement:

Date Rationale for date selection

December 31, 2008 The Calculation Date used in the Norton Report

December 31, 2011 The Calculation Date of this report being the immediate
year end preceding the date this report is prepared

February 28, 2015 The earliest retirement date available to Ms. McSheffrey
under the Plans (with a reduced pension)

February 29, 2020 The earliest unreduced retirement date under HOOPP

September 30, 2020 The earliest unreduced retirement date under OMERS

February 28, 2025 The normal retirement date under the Plans

Where Ms. McSheffrey was not entitled to an immediate pension at the time of termination, for the
purpose of this report we calculated the APV based on the assumption that Ms. McShetfrey elected
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the deferred pension option on termination. We calculated the APV of her pension, as at the date of
termination, as the higher of the APV of a pension commencing on her earliest reduced retirement
date and the APV as at the date of termination of her pension at her earliest unreduced retirement
date of the plan where Ms. McSheffrey would receive a significant portion of her retirement pension
(age 60 under current terms and age 65 if all her pension were accrued under OMERS). We took
into consideration the requirement under the Ontario Pension Benefits Act that the APV of a reduced
pension cannot be lower than the APV of the deferred pension payable from the normal retirement
date. We did not take into consideration the possibility of Ms. McSheffrey electing to commence
receiving the pension at any other date other than the two dates as described. The APV calculated
on this basis is not the same as the commuted value Ms. McSheffrey would have received had
she terminated her membership under the Plan and elected to transfer the commuted value of
her entitlements out of the Plan. We do not have all the information required to calculate the actual
commuted value Ms. McSheffrey would have received. We believe the APV as calculated is
adequate and appropriate for the purpose of this report.

Where Ms. McSheffrey has the option to elect an immediate pension on the date of termination, for
the purpose of this report, we assumed Ms. McSheffrey will elect either an immediate pension or a
deferred pension commencing at her earliest unreduced retirement date of the plan where Ms.
McSheffrey would receive a significant portion of her retirement pension. We calculated the APV,
as at the date of retirement, of her pension as the higher of the APV of the immediate pension or the
deferred pension as described. We did not take into consideration the possibility of Ms. McSheffrey
electing an option to commence receiving the pension at any dates other than the two dates as
described.

For the purpose of determining the spousal benefits provided under the Plans we used the
information on Ms. McSheffrey’s spouse as provided.

Methods and assumptions assuming termination prior to 2012

For assumed termination as at December 31, 2008 and December 31, 2011, we estimated Ms.
McSheffrey’s accrued pension based on the information available to us (including estimates, where
necessary, as stated in this report). We believe our estimates of Ms. McSheffrey’s accrued pension
as of these assumed terminated dates would be very close to Ms. McSheffrey’s accrued pension had
she actually terminated her membership under the Plan on these assumed termination dates.

There is no prescribed approach for the calculation of the APV of such benefits on the basis as
described in this report. For the purpose of this report, where applicable, we calculated the APV of
the pension benefits based on the methods and assumptions prescribed by Section 3500 Pension
Commuted Values of the Standards of Practice of the Canadian Institute of Actuaries Effective
February 1, 2005 Revised May 1, 2006; December 8, 2008; March 26, 2009; June 3, 2010 (the “CV
Standard”). Where the assumed date of termination is a date in the past, we used the method and
assumptions prescribed by the CV Standard as applicable to that particular date using the assumed date of
termination as the Valuation Date.

Specifically, for assumed termination on December 31, 2008, we used sex distinct mortality rates equal
to the UP-94 Table projected forward to the year 2015 using mortality projection Scale AA (UP-
94@2015). For assumed termination on December 31, 2011, we used sex distinct mortality rates
equal to the UP-94 Table with generational projection using mortality projection scale AA.
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We used the following effective interest rates:

Assumed termination Non-indexed rates Fully indexed rates

date First 10 years | After 10 years | First 10 years | After 10 years
December 31, 2008 3.75% 5.25% 2.5% 3.25%
December 31, 2011 2.6% 4.1% 1.3% 1.6%

For the purpose of determining the APV of the benefits, the implied inflation rates used to estimate
the increase in the benefits are 1.22% for the first 10 years and 1.94% thereafter for assumed
termination on December 31, 2008 and 1.28% for the first 10 years and 2.46% thereafter for assumed
termination on December 31, 2011, calculated based on the relationship between the fully indexed
rates and the non-indexed rates.

Methods and assumptions assuming retirement at a future date

There is no prescribed approach applicable to the determination of either the accrued pension
assuming retirement on a future date or the APV of the benefits on the basis as described in this
report. For the purpose of this report, we estimated the amounts of future accrued pension and the
APVs of such benefits using the following method and assumptions.

For the purpose of this report, where applicable, we calculated the APV of the pension benefits
based on methods and assumptions prescribed by the “CV Standard”. However, since the assumed date
of termination is a day in the future, we used the method and assumptions prescribed by the CV Standard
as applicable on December 31, 2011, the Calculation Date of this report. Specifically, we used sex
distinct mortality rates equal to the UP-94 Table with generational projection using mortality
projection scale AA.

We first calculated the APV of the accrued benefits as at the various assumed retirement dates.
For the sake of comparability of the APVs of the pension at the various assumed retirement
dates, we then discount the APVs of the pension benefits as at the assumed retirement dates to
the Calculation Date of December 31, 2011 with interest.

We used an effective annual interest rate of 2.6% for the first 10 years after December 31, 2011 and
3.25% thereafter to determine “non-indexed rates” and we used an effective annual interest rate of
1.3% for the first 10 years after December 31, 2011 and 1.6% thereafter to determine the “fully
indexed rates” for calculating the APVs at the assumed dates of retirements. For the purpose of
determining the APV of the benefits, the implied inflation rates used to estimate the increase in the
benefits 1.28% for the first 10 years after December 31, 2011 and 2.46% thereafter, calculated based
on the relationship between the fully indexed rates and the non-indexed rates.

For the purpose of estimating Ms. McSheffrey’s accrued pension at assumed future retirement dates,
we projected Ms. McSheffrey’s annual pension based on the following assumptions:

s Ms. McSheftrey’s pensionable earnings and the YMPE under the Canada Pension Plan will
increase in future years by 1% above the implied inflation rates as stated above. This
assumption is consistent with the CV Standard where increases in pensions are related to an
average wage index. In other words, we assumed the increase in Ms. McSheffrey’s future
salary will be comparable to the increase in the average salary in Canada
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e The Plan provisions in effect as at December 31, 2011 (taking into consideration future plan
amendments known as at that date but coming into effect at a later date) will remain
unchanged in the future

e The provisions of the Canada Pension Plan affecting the calcula