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THE CEIFB 
Following extensive public discussion with respect to the need to improve the 
transparency and independence of Employment Insurance (EI) financing, 
the CEIFB was created in 2008 as a Crown Corporation to ensure that EI 
premiums are used exclusively for the EI program.

Through professional stewardship, the CEIFB ensures that EI premiums are 
set to enable the EI program to break-even over time. The financial analysis 
of the CEIFB is performed by a team of actuaries adhering to professional 
standards. Excess premium revenues will be invested by the CEIFB 
independent of the government.

Directors are selected from a list of qualified candidates with proven financial 
ability and relevant work experience, as established by an independent 
nominating committee. 
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Highlights
• EI financing has been stabilized. Due to improving economic conditions, EI revenues 

are expected to exceed program costs by $1.3 billion in 2013, and the EI operating 
account deficit is expected to be reduced to $7.6 billion. EI program expenditures 
are forecast to be $20.4 billion while revenues are forecast at $21.7 billion.

• the Board has set the 2013 EI premium rate for residents of all provinces, with the 
exception of Quebec, at $1.88 per $100 of insurable earnings. the EI premium rate 
for Quebec residents is set at $1.52.

 
• the 2012 Budget measures related to EI financing will significantly improve the 

stability and predictability of EI premium rates. these measures will also limit the 
tendency to create significant deficits and surpluses in the EI operating account.

• the chief actuary’s report shows that the variance between the 2010 expected and 
actual break-even rate was due to a faster than expected initial economic recovery 
and the government’s response to the global economic downturn. this included 
direct funding by the government of enhanced EI benefits amounting to $1.6 billion 
in 2010, and an estimated $3.2 billion over the period 2009-2011.
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recent developments
LEGISLATIVE CHANGES
In its 2012 Budget, the Government of Canada introduced several legislative 
changes to EI financing. These changes, which followed consultations with 
interested parties, will improve EI financing by ensuring that premium rates 
are more stable and predictable. Key changes are as follows:

•	 the	Board	will	now	set	the	following	year’s	premium	rate	earlier,	by	
September 14 at the latest, so as to give employers and workers more 
time to adjust to the new premium rate;

•	 the	annual	change	in	the	premium	rate	is	now	limited	to	a	maximum	 
of 5 cents per $100 of insurable earnings for several years until the  
EI Operating Account returns to balance;

•	 when	the	EI	Operating	account	returns	to	balance,	the	Board	will	set	the	
rate on a rolling seven-year basis. The Board will set the rate each year 
in order to generate just enough premium revenues over the next seven 
years to equal the forecast cost of the EI program during that period 
without the necessity of maintaining a reserve.

 
The Board welcomes these changes as they improve the financing of the  
EI program. Analysis conducted by the CEIFB confirms that these measures, 
taken as a whole, will limit premium rate volatility as well as the tendency 
to generate significant deficits and surpluses in the EI Operating Account, 
thereby achieving the rate-setting objectives set by the government. Annex 1 
provides further details.  

NEW CEIFB CHIEF ACTUARY
In March 2012, the CEIFB welcomed Mr. Michel Millette as the new CEIFB 
Chief Actuary. His services were acquired through an agreement with the 
Office of the Superintendent of Financial Institutions (OSFI), Office of 
the Chief Actuary. The Office of the Chief Actuary also provides actuarial 
services for several other social security programs in Canada. 
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AGREEMENT WITH HRSDC
The CEIFB entered into an agreement with Human Resources and 
Skills Development Canada (HRSDC), whereby the CEIFB acquired the 
models, tools, and access to information sources required to enable it to 
autonomously develop its actuarial analysis and the related work on EI 
financing. The enhanced analytical capabilities strengthen the CEIFB and 
its independence.

main Functions of the CEIFB
The	CEIFB’s	three	main	functions	are	to:

•	 set	EI	premium	rates	for	the	upcoming	year	in	a	transparent	fashion

•	 manage	any	surplus	EI	premium	funds	for	the	exclusive	benefit	of	the	 
EI program

•	 report	publicly	on	the	financing	status	of	the	EI	program

SETTING EI PREMIUM RATES
Every August 31st,	the	CEIFB’s	Chief	Actuary	forecasts	the	EI	premium	
break-even rate for the coming year. The break-even rate is the rate that 
would produce EI premium revenues during the year equal to the sum of 
the amount forecast to be charged to the EI Operating Account during the 
year, plus any accumulated deficit in the account or minus any accumulated 
surplus. The EI Operating Account was created by Parliament in 2010 to 
account for all credits and charges made under the Employment Insurance 
Act after December 31, 2008. It is a tracking account in the Accounts of 
Canada for the revenues and expenditures of the EI program.

Canada’s EI program

the EI program provides temporary 

financial assistance to unemployed 

Canadians while they look for work 

or upgrade their skills, and to those 

who are sick, pregnant, or caring 

for a newborn, an adopted child or a 

seriously ill family member. operated 

by the government of Canada, the 

EI program is funded by Canadian 

employers and employees through a 

premium charge based on employees 

insurable earnings, as set by the 

CEIFB.
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The EI break-even rate is forecast using information provided on July 31st 
of each year by the Minister of Human Resources and Skills Development 
and the Minister of Finance, and projections of other variables by the Chief 
Actuary according to historical data. The economic and demographic 
projections provided by the Department of Finance represent the averaging 
of major private-sector forecasts, and the Chief Actuary is required by the 
Employment Insurance Act to use these in calculating the break-even rate.

The break-even rate is an important indicator of the financial status of 
the EI program, but it is not the only factor used in determining the EI 
premium rate. Legislation limits to 5 cents per $100 of insurable earnings 
the premium rate change from one year to the next, in accordance with 
section 66(7) of the Employment Insurance Act.

The	Board	of	Directors	sets	the	premium	rate	using	the	Chief	Actuary’s	
calculation of the break-even rate and the legislated limit.

As part of its oversight responsibility for the rate-setting process, the CEIFB 
Board of Directors regularly commissions an independent review of the 
Chief	Actuary’s	report.	This	review	covers	the	actuarial	methodology	and	
its application to the premium rate calculation, to confirm its compliance 
with legislation and accepted actuarial practices. The most recent review 
was conducted for the 2011 report.

OTHER CEIFB RESPONSIBILITIES
The other two main responsibilities of the CEIFB are to manage any surplus 
funds for the exclusive benefit of the EI program and to report publicly on 
the financing status of the EI program. These responsibilities are briefly 
described in Annex 2 to this report.

Finally,	the	CEIFB’s	Chief	Actuary	performs	several	analyses	for	the	EI	
Commission. These include the calculation of the premium reduction 
for provinces with maternity, parental and adoption leave programs, the 
premium reduction for employers with wage-loss plans and the maximum 
insurable earnings amount.
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2013 EI premium rates and  
EI operating account projections
The CEIFB Board of Directors based its 2013 rate decision on the Chief 
Actuary’s	forecast	break-even	rate,	subject	to	the	statutory	limit	on	the	
year-to-year change in the EI premium rate.

BREAK-EVEN RATE FOR 2013
Using the information provided on July 31st, the Chief Actuary has forecast 
that the 2013 break-even rate for residents of all provinces, other than Quebec, 
is $2.48 per $100 of insurable earnings.

Any province with a program that provides maternity, parental and adoption 
(MPA) benefits to its residents and meets the requirements of the Employment 
Insurance Act and Employment Insurance Regulations is eligible for a lower 
EI premium rate. Currently the province of Quebec is the only province 
with such a program. 

The Chief Actuary has calculated that the cost of MPA benefits for provinces 
that do not have a provincial program is expected to amount to $0.36 per 
$100 of insurable earnings. Consequently, the 2013 break-even rate for 
Quebec residents is lower by that amount, at $2.12 per $100 of insurable 
earnings ($2.48 less $0.36).

For more on how the break-even rate is determined, see The Break-even 
Rate Forecast for 2013 section of this report.

2013 RATES FOR RESIDENTS OF PROVINCES OTHER THAN QUEBEC

Employees and self-employed voluntary contributors
For residents of all provinces except Quebec, the Board of Directors has 
set the EI employee premium rate for 2013 at $1.88 per $100 of insurable 
earnings. Self–employed Canadians residing outside the province of 
Quebec who voluntarily join the EI program will pay premiums at the same 
employee rate of $1.88 per $100 of insurable earnings.

In accordance with the Employment Insurance Act, the annual maximum 
insurable earnings (MIE) is set at $47,400 for 2013, compared to $45,900 

In 2013, the most an employee

residing outside the province of 

Quebec might pay in premiums is 

$891—an increase of $51 over 2012. 

the most an employee residing in 

the province of Quebec might pay in 

EI premiums for 2013 will be $720—

an increase of $45 over 2012.
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for 2012. The MIE refers to the maximum earnings on which EI premiums 
are paid by employees, as well the maximum for which benefits can be 
provided. This amount is indexed annually using the growth in the average 
weekly earnings as published by Statistics Canada. Thus, an increase in 
premiums paid by employees is a combination of any change in the EI 
premium rate, as well as the impact of any change in the MIE (for those at 
the maximum level of insurable earnings). In 2013, the most an employee 
residing outside the province of Quebec might pay in premiums is $891—
an increase of $51 over 2012 when the premium rate was $1.83 and the MIE 
was $45,900. 

Employers
Employers contribute 1.4 times the employee amount in EI premiums. The 
2013 maximum EI premium payable by an employer established outside the 
province of Quebec will be $1,248 per employee whose income is equal to 
or greater than the MIE—an increase of $72 over 2012. 

2013 RATES FOR QUEBEC RESIDENTS

Employees and self-employed voluntary contributors
In accordance with the Canada-Quebec Agreement and with the Employment 
Insurance Act and Employment Insurance Regulations, residents of Quebec 
are entitled to a lower EI premium rate as MPA benefits are provided to 
them under the Quebec Parental Insurance Plan (QPIP), and not under the 
EI program. The Chief Actuary has determined that, for 2013, the resulting 
EI premium rate for residents of Quebec is lower by $0.36 per $100 of 
insurable earnings. Details on this calculation can be found in the Chief 
Actuary’s	report.	

As a result, the Board of Directors has set the EI employee premium rate 
for residents of the province of Quebec in 2013 at $1.52 for each $100 of 
insurable earnings (or $1.88 minus $0.36). The most an employee residing 
in the province of Quebec might pay in EI premiums for 2013 will be 
$720—an annual increase of $45 over 2012, when the premium rate was 
$1.47 and the MIE was $45,900. 

Self-employed residents of Quebec are entitled to MPA benefits through the 
QPIP. They may choose, however, to participate in the EI program to access 
other special benefits such as sickness and compassionate care benefits. 
Self-employed employees who voluntarily join the EI program will pay 
premiums at the employee rate of $1.52 for each $100 of insurable earnings.

the 2013 maximum EI premium 

payable by an employer established 

outside the province of Quebec will 

be $1,248 per employee whose 

income is equal to or greater than the 

mIE—an increase of $72 over 2012. 

Quebec employers will pay $1,009 in 

EI premiums per employee whose 

income is equal to or greater than the 

mIE—an increase of $64 over 2012.
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Employers
In 2013, Quebec employers, who also contribute 1.4 times the employee 
amount, will pay $1,009 in EI premiums per employee whose income is 
equal to or greater than the MIE—an increase of $64 over 2012.

EI OPERATING ACCOUNT PROJECTIONS
Developments in the EI Operating Account show that EI financing is 
stabilizing. Based on the premium rates for employees and employers set 
out above and the other factors affecting EI financing, the EI Operating 
Account is forecast to record a surplus of $1.3 billion for 2013. As a result, 
the cumulative deficit as at December 31, 2013, is forecast to be reduced to 
$7.6 billion.

Based on the preliminary data available, the cumulative deficit of the 
EI Operating Account peaked at $9.2 billion at the end of 2011 and it is 
expected to record a first operating surplus of $0.3 billion for 2012 followed 
by the more substantial one of $1.3 billion for 2013.
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1  EI program expenses have three principal components: Part I benefits, which include regular benefits, 
sickness benefits, mpa benefits, compassionate care benefits and fishing benefits; Part II benefits, 
which provide financial assistance to help eligible persons reintegrate into the labour market; and 
administration costs associated with the EI act and the CEIFB act, paid out of the Consolidated 
revenue Fund and charged to the EI operating account. administration costs are expected to amount 
to approximately 8.5% of program spending in 2013. 

the break-even rate for 2013 is 

derived from the sum of the upcoming 

year break-even rate and the account 

balance break-even rate.

Break-even rate Forecast for 2013
The break-even rate reflects the status of EI financing and, together with the 
legislated limit, is an important determinant of the annual EI premium rate. 
To calculate this rate, the Chief Actuary focuses on a number of additive 
components, some of which depend on economic forecasts while others 
represent actual financial results. 

The break-even rate must be calculated on a one-year forward-looking 
basis until the EI Operating Account returns to balance. For each year, 
it must generate sufficient funds to repay any deficit accumulated in the 
EI Operating Account since January 1, 2009. In years for which there 
is a surplus in the EI Operating Account, the rate must incorporate the 
liquidation of that surplus. 

The 2013 break-even rate is derived from the sum of two principal rates: the 
upcoming year break-even rate and the account balance break-even rate.

UPCOMING YEAR BREAK-EVEN RATE 
The upcoming year break-even rate equates forecast EI premium revenues 
with forecast EI program expenditures expected to be charged to the EI 
Operating Account in 2013.1 In determining this rate, the Chief Actuary 
must calculate two primary rates: the base rate and the MPA rate. 

Base rate
This rate is based on a forecast of the costs of providing EI benefits, excluding 
MPA benefits, to individuals in all provinces. The calculation of this rate is 
largely dependent on economic conditions.
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MPA rate
This rate is based on a forecast of all EI MPA benefits expected to be paid to 
the residents of provinces without a provincial MPA insurance plan (that is, 
all provinces except Quebec). The calculation of this rate is dependent on 
relatively stable demographic factors. 

ACCOUNT BALANCE BREAK-EVEN RATE
The account balance break-even rate reflects the adjustments required for 
changes in the assets and liabilities of the CEIFB as well as its mandate to 
manage surplus funds. It includes the following two rates: 

Cumulative surplus/deficit rate 
This rate is based on the premium adjustment required to account for 
any surplus or deficit accrued in the EI Operating Account between 
January 1, 2009 and December 31, 2012. 

Investment rate
This rate is based on the premium adjustment required to reflect assets 
under management by the CEIFB. As the CEIFB has no assets to manage, 
this amount is nil. Should assets be managed in the future, this portion of the 
rate would have the impact of reducing the overall break-even rate.
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2013 BREAK-EVEN RATE

although there is no investment to report, this element is included in the calculations below. this will simplify implementation 
in future premium rate reports, which may have to address all factors related to the rate-setting components. 

Description

Rate per $100 
of insurable 

earnings

UPCOMING YEAR BREAK-EVEN RATE

Base rate
the break-even rate for all EI expenditures, excluding the cost of providing EI mpa benefits, expected to be 
incurred in 2013. $1.42

MPA rate
the break-even rate for all EI mpa expenditures expected to be incurred in 2013. $0.36

ACCOUNT BALANCE BREAK-EVEN RATE

Cumulative surplus/deficit rate
any surpluses or deficits that have accrued in the EI operating account from January 1, 2009, to 
december 31, 2012. $0.70

PLUS: Investment rate
as it is assumed that the CEIFB will have no investments in 2013, this factor is nil. –

EQUALS: Account balance break-even rate $0.70

FORECAST BREAK-EVEN RATES FOR 2013

Forecast break-even rate for Quebec residents 
(Base rate + Account balance break-even rate) $2.12

Forecast break-even rate for residents of all provinces except Quebec 
(Base rate + MPA rate + Account balance break-even rate) $2.48

UPCOMING YEAR BREAK-EVEN RATE ACCOUNT BALANCE BREAK-EVEN RATE

Factors Factors

Base rate Corresponds to the cost of EI 
benefits, excluding mpa benefits, 
for residents of all provinces.

Cumulative 
surplus/deficit 
rate

reflects the cumulative surplus/
deficit in the EI operating account 
since January 1, 2009. When the 
cumulative balance is in a surplus 
position, this will reduce the overall 
break-even rate. When the cumulative 
balance is in a deficit, this will increase 
the overall break-even rate.

MPA rate accounts for the cost of EI mpa  
benefits paid to the residents of 
provinces without a provincial mpa 
insurance plan (that is, all provinces 
except Quebec)

Investment rate reflects assets under management 
by the CEIFB. this will have the 
impact of reducing the overall 
break-even rate.

BREAK-EVEN RATE COMPONENTS
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Break-Even rate reconciliation  
for 2010
The	Chief	Actuary’s	report	includes,	for	the	first	time	this	year,	a	reconciliation	
of the estimated break-even rate with the actual rate. This reconciliation, 
a statutory requirement of section 14(3) of the CEIFB Act, covers the year 
2010, the most recent year for which complete actual data are now available. 

The initial break-even rate for 2010 was not set by the Board. It was forecasted 
in the fall of 2009, before the CEIFB started operations in January 2010. 

The Chief Actuary reports that the actual break-even rate for that year was 
$ 2.01 per $100 of insurable earnings while the forecast made at the end of 
2009 was for a rate of $ 2.43 per $100 of insurable earnings.

The variance in the break-even rate is attributable to several factors, the key 
ones being:

•	 an	overestimation	of	the	unemployment	rate	in	private	sector	forecasts.	
The unemployment rate in private sector forecasts for 2010 was 9%, but a 
stronger than expected recovery resulted in an actual rate of 8%. 

 
•	 the	government’s	decision	to	finance	directly	the	enhanced	EI	support	

measures introduced in 2009 in response to the recession. The break-even 
rate was forecast before the government decided to finance directly the 
cost of $1.6 billion for these measures in 2010. The total direct government 
contribution over the period 2009-2011 was an estimated $3.2 billion.

 
•	 an	overestimation	of	the	beneficiary-to-unemployed	ratio.	This	ratio,	

which had increased markedly in 2009, gradually returned to the  
pre-recession level in 2010. Forecasting this ratio is particularly 
challenging at turning points in the economic cycle.

The Board considers that this reconciliation and the underlying analysis 
provide useful information, in particular on the inherent complexities and 
possible sources of errors in predicting the break-even rate. The reconciliation 
exercise also suggests improvements for the methods and models used to 
forecast the break-even rate. 

the Chief actuary’s report shows 

that the variance between the 2010 

expected and actual break-even rate 

was due to a faster than expected 

initial economic recovery and the 

government’s response to the global 

economic downturn.
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This reconciliation exercise also underlines the importance of legislative limits 
to year-to-year changes in premium rates. The limits prevent possible wide 
fluctuations in premium rates that could result from exclusive reliance on 
forecasts of break-even rates, especially in their current one-year framework. 

Section	VII	of	the	Chief	Actuary’s	report	presents	further	details	and	analyses.

Factors affecting EI Financing
The revenues and expenditures of the EI program since January 1st, 2009 are 
tracked distinctly in the EI Operating Account created within the Accounts 
of Canada and designed to provide for transparency in financing of the 
program. Since then, the balance of the account has evolved as a result of 
changes to the economic environment, government actions, and rate-setting 
decisions by the Board.

This section of the report is provided to assist in understanding EI 
financing. It presents a discussion of factors affecting the balance of the 
EI Operating Account.

The EI Operating Account, now expected to record a cumulative deficit 
of $7.6 billion at the end of 2013, should experience annual operating 
surpluses for both 2012 and 2013. It is expected that revenues will continue 
to outpace expenditures and restore balance in the account over the next 
several years. 

ANNUAL OPERATING DEFICITS GRADUALLY REDUCED SINCE 2009
With the global economic downturn at the end of 2008, unemployment 
rose rapidly in Canada and the unemployment rate increased from 6.1% 
in 2008 to 8.3% in 2009. The major impact of this development was a 
significant increase for employment insurance benefits and an initial deficit 
of $4.9 billion in the EI Operating Account for calendar year 2009.

Since	then,	the	economy’s	recovery	has	resulted	in	lower	expenditures	for	
the employment insurance program, while contributing to higher premium 
revenues. The government also financed directly the enhanced benefits 

In 2013, the EI operating account 

deficit is expected to be significantly 

reduced by $1.3 billion to $7.6 billion. 

EI program expenditures are forecast 

to be $20.4 billion while revenues are 

forecast at $21.7 billion.
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introduced in 2009 at no charge to the EI Operating Account. Similarly, 
interest is not charged on any negative balance in the EI Operating Account. 
On the revenue side, the rise in premium revenues has been moderated by 
freezes and lower limits to annual increases in the premium rate. The net 
effect has been a gradual reduction of annual deficits recorded in the EI 
Operating Account and, in fact, projected annual surpluses of $0.3 billion 
for 2012 and $1.3 billion for 2013.

CONVERGENCE OF EXPENDITURES AND REVENUES
Contributing to lower deficits and the expected annual surpluses for 2012 
and 2013 has been the significant reduction in EI net expenditures from 
approximately $23.0 billion in 2009 to a projected $20.4 billion for 2013, a 
10.9% decline. This trend is even more significant for regular EI benefits, 
which declined 16.0% over the period. Also contributing was a reduction 
in the administration costs of the program. By contrast, sickness and 
MPA benefits, which are not affected by economic conditions, increased 
marginally over the period. 

2009 2010 2011 2012 2013

Annual Surplus (Deficit) Cumulative Surplus (Deficit)

EI OPERATING ACCOUNT ($ in billions)
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Increasing revenues also contributed to close the deficit gap in program 
financing. Total revenues increased from $18.1 billion in 2009 to a projected 
$21.7 billion in 2013. During that period, contributions by employers 
and employees were supplemented by direct government financing of an 
estimated $3.2 billion, on account of the enhanced EI measures introduced 
in Budget 2009.

EI BENEFIT COSTS REDUCED AS ECONOMIC CONDITIONS IMPROVE
Overall, for the period 2009-2013, regular benefits, less the costs for 
the measures introduced in Budget 2009, will have declined 8.3%, from 
$12.9 billion to $11.9 billion. This decline is accounted for by three 
major factors:

•	 First,	the	number	of	unemployed	workers	is	reduced	by	9.7%.

•	 At	the	same	time,	there	is	a	10.0%	reduction	in	the	beneficiary-to-
 unemployed ratio, from 50.8 to 45.7. Just as for the number of unemployed 

persons, this ratio tends to surge at the beginning of slowdown periods, 
and then gradually declines over periods of expansion.

2009 2010 2011 2012 2013

Direct Government Funding of 2009 Budget Measures

PREMIUM REVENUES

TOTAL REVENUES

NET EXPENDITURES

EI REVENUES AND EXPENDITURES ($ in billions)

15

20

25
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 In 2009, the ratio had increased as a large proportion of the rise in 
unemployment resulted from recession related layoffs, and eligibility for 
EI increases automatically when unemployment increases. In 2010 and 
subsequent years, the ratio declined mainly due to a larger proportion 
of unemployed not having a recent history of contribution to EI. This 
resulted in fewer unemployed eligible for EI benefits. Since then the ratio 
has been more stable. The set of factors contributing to the ratio are fully 
documented in the Monitoring and Assessment Report on the operation of 
the EI program published annually by the Canada Employment Insurance 
Commission (CEIC).

•	 These	two	factors	are	partly	offset	by	a	13.0%	increase	in	average	weekly	
benefits over that period, which is mainly linked to trends in earnings 
and maximum insurable earnings.

FROM 2009 TO 2013, EI REGULAR BENEFITS  
(EXCLUDING BUDGET 2009 ENHANCED BENEFITS):  
DECLINE OF 8.3% DUE TO

Fewer unemployed workers m down 9.7%

return of beneficiary-to-unemployed 
ratio to pre-recession levels m down 10.0%

offset by higher average weekly benefits k up 13.0%

EMPLOYMENT, EARNINGS, AND PREMIUM RATES CONTRIBUTE TO 
HIGHER REVENUES
During the period under review, premium revenues will have increased 
from $16.9 billion in 2009 to a projected $21.7 billion in 2013, a 28.4% total 
increase. Three major factors contribute to that development:

•	 First,	employment	recovers	with	the	economy,	by	up	to	5.5%.

•	 Second,	average	earnings	increase	and	maximum	insurable	earnings	will	
rise by 12.1%, from $42,300 in 2009 to $47,400 in 2013. 
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•	 Third,	the	premium	rate,	which	was	frozen	at	$1.73	in	2009	and	2010,	
rose by $0.05 in both 2011 and 2012. It will increase again by $0.05 in 
2013 for a total increase of 8.7% over the five-year period.

FROM 2009 TO 2013, EI PREMIUM REVENUES:  
RISE OF 28.4% DUE TO

recovery in employment levels k up 5.5%

Higher mIE due to higher average wages k up 12.1%

Higher EI premium rates k up 8.7%

summary
Budget 2012 introduced several legislative changes to EI financing, 
including the setting of EI premium rates. The Board welcomes these 
changes as they contribute to more stable and predictable EI premium rates 
and will limit the tendency to generate significant deficits and surpluses in 
the EI Operating Account.

In compliance with its oversight responsibility for EI financing, the Board 
reviewed the factors affecting the trends in EI revenues and expenditures 
since the creation of the EI Operating Account, and the Chief Actuary 
completed a first reconciliation of the actual break-even rate for 2010 with 
the rate projected at the end of 2009. Results are presented in this report 
and	the	Chief	Actuary’s	report.

CHIEF ACTUARY’S DETERMINATIONS
In accordance with section 4 of the Employment Insurance Act and the 
corresponding statutory formula, the Chief Actuary determined that 
the maximum annual insurable earnings for 2013 is to be set at $47,400, 
compared to $45,900 for 2012. 
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The Chief Actuary also determined that the 2013 break-even rate for 
residents of all provinces, with the exception of Quebec, is $2.48 per $100 of 
insurable earnings. The 2013 break-even rate for Quebec residents is $2.12 
per $100 of insurable earnings. 

Based on the above 2013 break-even rates and the corresponding EI 
premium rates, the EI Operating Account is expected to generate a surplus 
of $1.3 billion in 2013, and record a cumulative deficit of $7.6 billion as at 
December 31, 2013.

CEIFB BOARD OF DIRECTORS DECISIONS
In accordance with the Employment Insurance Act, the maximum increase 
in the EI premium rate from 2012 to 2013 is set at 5 cents per $100 of 
insurable earnings. The 2012 EI premium rates were set at $1.83 per $100  
of insurable earnings for residents of all provinces except Quebec, and at 
$1.47 per $100 of insurable earnings for residents of Quebec.

The CEIFB Board of Directors has therefore set the 2013 EI premium rate at:

•	 $1.88	per	$100	of	insurable	earnings	for	residents	of	all	provinces	except	
Quebec, compared to $1.83 for 2012; and

•	 $1.52	per	$100	of	insurable	earnings	for	Quebec	residents,	compared	
to $1.47 for 2012. This lower rate accounts for the $0.36 premium rate 
as determined by the Chief Actuary in recognition of MPA benefits 
provided by the QPIP ($1.88–$0.36).

Annex 3 provides these results in tabular format while Annex 4 presents the 
Executive	Summary	of	the	Chief	Actuary’s	2013	report.



RepoRt of the CeIfB BoaRd of dIReCtoRs    2013 EmploymEnt InsurancE prEmIum ratE

19

annex 1: 
Changes to the rate-setting process 

BUDGET MEASURES TO ACHIEVE MORE STABLE AND PREDICTABLE 
EI PREMIUM RATES
On	March	29,	2012	the	Minister	of	Finance	tabled	the	government’s	
Economic Action Plan for 2012. The Plan featured several changes to EI 
financing. These were in response to EI consultations held earlier, which 
confirmed among participants a desire for stable and predictable EI 
premium rates. The measures are also designed to ensure that EI premiums 
are no higher than needed to pay for the EI program. The legislation on 
these changes was passed in June 2012.

MAXIMUM ANNUAL CHANGE IN PREMIUM RATE
Over the next few years and until the EI Operating Account is in balance, 
the maximum annual change in the EI premium rate will be 5 cents per 
$100 of insurable earnings, replacing the previous change of 10 cents 
allowed in a November 2011 Order in Council, and the 15 cents originally 
provided for in the legislation. For both 2011 and 2012, the government had 
limited the maximum change to 5 cents.

EARLIER SETTING OF PREMIUM RATE
In order to provide more time for employers and workers to adjust, an 
earlier date is set for the publication of the upcoming year premium rate. 
The release date of the CEIFB rate setting report is advanced by two months, 
to	September	14	of	each	year.	Similarly,	the	Chief	Actuary’s	report	is	to	
be issued two months earlier than before, no later than August 31 of each 
year. As a result of these changes, some other input reports and reference 
dates or periods have been advanced by two months. This is the case for the 
Maximum Yearly Insurable Earnings (MIE) that the CEIFB supplies to the 
Canada Employment Insurance Commission; the MIE will now be based 
on a reference period ending in April, two months earlier than before.

REPEAL OF $2 BILLION INITIAL RESERVE AND ITS INDEXATION
Legislation also repealed the provision of a possible payment to the CEIFB 
of $2 billion as an initial reserve, along with the requirement to provide 
for its indexation in the calculation of the EI break-even rate. This will 
contribute to ensuring that premiums are no higher than needed to pay for 
the EI program.
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The experience of recent years has demonstrated that there is no requirement 
for such an initial reserve. During that period, deficits of the EI program were 
tracked in the EI Operating Account and financed by the government at no 
cost to employers and employees, as though it was a zero-interest line of credit. 
Further, the government decided to finance directly the enhanced benefits 
introduced in Budget 2009. Total direct Government funding for this purpose 
was estimated at $3.2 billion.

TRANSITION TO A SEVEN-YEAR BREAK-EVEN RATE
Once the EI Operating Account is no longer in deficit, a seven-year framework 
for the calculation of the break-even rate will be implemented. In the year 
it takes place, the change in premium rate will not be constrained by the 
5 cents limit. 

Instead, the new break-even rate will be based on a seven-year forward 
looking framework. This will contribute to a rate no higher than needed 
to pay for expected EI expenditures and to a much more stable break-even 
rate. Following this, future break-even rates will be calculated using this 
framework, but the actual annual change in the premium rate will again be 
limited to 5 cents each year.  
 

annex 2: 
additional responsibilities of the CEIFB

In addition to rate-setting, the CEIFB is mandated with two other 
responsibilities as described below.
 
MANAGING AND INVESTING SURPLUS EI PREMIUM FUNDS
The CEIFB is to maintain an independently administered fund—separate 
from	the	Government	of	Canada’s	general	revenues—to	hold	and	manage	
surplus EI premium revenues. Any surplus revenues will be used to reduce 
future premium rates. Based on projections included in Budget 2012, the EI 
Operating Account would show a positive balance in 2016, at which point 
surplus premium revenues would be available for investment.  
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With respect to the surplus or deficit position of the EI Operating Account, 
there are two possibilities:

•	 If the Minister of Finance projects a surplus in the EI Operating 
Account by the end of the current year, the excess funds are transferred 
from	the	federal	government’s	Consolidated	Revenue	Fund	(CRF)	to	
the CEIFB, and a corresponding charge is made to the EI Operating 
Account. The CEIFB will hold and invest any such assets for the exclusive 
benefit of the EI program and will return them to the EI Operating 
Account when they are needed to fund EI expenditures. To the extent 
surplus EI funds are not needed to pay benefits, they will be returned to 
employers and employees over time through a reduction in premium 
rates. There is a legislated limit with respect to the maximum change in 
EI premium rates in any one year.

•	 If the Minister of Finance projects a deficit in the EI Operating 
Account by the end of the current year, the CEIFB transfers money 
from its assets under management, if any, to the CRF; these funds are 
to be credited to the EI Operating Account. Should there be a deficit in 
the EI Operating Account and there are insufficient assets held by the 
CEIFB, EI benefits would continue to be paid out of the CRF. The CEIFB 
is required to eliminate this deficit through the premium rate-setting 
process described in this report.

REPORTING PUBLICLY ON THE FINANCIAL STATUS OF THE EI PROGRAM
As part of its mandate, the CEIFB is committed to establishing a clear and 
transparent process for setting the EI premium rate and ensuring that 
Canadians have a clear understanding of EI program financing. In addition 
to publishing quarterly financial statements, the CEIFB is required to 
report annually to the Government of Canada, Parliament and the public to 
ensure	that	the	financing	of	Canada’s	EI	program	is	fully	transparent.	Public	
outreach	is	also	achieved	through	an	Annual	Public	Meeting.	The	CEIFB’s	
premium rate report must be made public by September 14 of each year.
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annex 3: 
maximum premiums and EI operating account Balance

Year

MAXIMUM EMPLOYMENT INSURANCE PREMIUMS

Residents of all provinces except Quebec Quebec residents

Employees and self-employed* Employers Employees and self-employed* Employers

Premium
rate
 (A)

Annual
maximum
insurable

earnings (B)

Maximum
annual

premium
(A) x (B) = (C)

Maximum
annual

premium
1.4 x (C)

MPA
rate

Premium
rate
 (A)

Annual
maximum
insurable

earnings (B)

Maximum
annual

premium
(A) x (B) = (C)

Maximum
annual

premium
1.4 x (C)

2009          1.73% $42,300 $732 $1,025            0.35% 1.38% $42,300 $584 $817

2010          1.73%** $43,200 $747 $1,046            0.37% 1.36% $43,200 $588 $823

2011          1.78% $44,200 $787 $1,101            0.37% 1.41% $44,200 $623 $873

2012          1.83% $45,900 $840 $1,176            0.36% 1.47% $45,900 $675 $945

2013          1.88% $47,400 $891 $1,248            0.36% 1.52% $47,400 $720 $1,009

*  since January 31, 2010, self-employed workers have been able to voluntarily opt into the EI program 
to receive EI special benefits for those who are sick, pregnant, or caring for a newborn, adopted child 
or seriously ill family member. to access these benefits, individuals must be registered with the 
program for at least one year before filing an EI claim. as a transitional measure, those who have reg-
istered on or before april 1, 2010 were able to make a claim for benefits as early as January 1, 2011.

**  legislated freeze on EI premium rate as per Budget 2009 legislation.

*  projected
**  Includes adjustments of ($45) for prior year premium assessments.

Year 

EMPLOYMENT INSURANCE OPERATING ACCOUNT
($ millions)

Net 
Expenditures

(A)

Premium 
Revenues

(B)

Government 
Financing

(C)

Total 
Revenues

(D)=(B)+(C)

Annual
Surplus or 

(deficit)
(E)= (D)-(A)

Cumulative
Surplus or 

(deficit)
(F)

2009 $22,955 $16,910 $1,190 $18,100 ($4,855)   ($4,855)

2010 $22,050 $17,395 $1,582 $18,977 ($3,073) ($7,928)

2011  $20,199 $18,548 $   421 $18,969 ($1,230) ($9,158)

2012* $19,677 $20,015 – $19,970** $   292 ($8,867)

2013*  $20,445 $21,707 – $21,707 $1,262 ($7,604)
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annex 4: 
Executive summary of the Chief actuary’s 2013 report

31 August 2012

Board of Directors of the Canada Employment Insurance Financing Board

Ottawa, Canada

Dear Directors,

Pursuant to section 14 of the Canada Employment Insurance Financing Board Act, I am pleased to submit the 2013 report 
which provides actuarial forecasts and estimates for the purposes of section 66 of the Employment Insurance Act. Please 
note that the estimates presented in this report are based on the Employment Insurance provisions as of July 31, 2012. 

Yours sincerely,

Michel Millette, F.C.I.A., F.S.A.
Chief Actuary
Canada Employment Insurance Financing Board
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Executive summary
A. PURPOSE OF THE REPORT
This Actuarial Report of the Chief Actuary of the Canada Employment Insurance Financing Board (“CEIFB” or “Board”) 
is the third one to be presented to the board of directors of the CEIFB in compliance with the Canada Employment Insurance 
Financing Board Act (“CEIFB Act”), which came into force on June 20, 2008. 

Pursuant to section 14 of the CEIFB Act, the purpose of this report is to provide the board of directors of the CEIFB with 
actuarial forecasts and estimates for the purposes of section 66 of the Employment Insurance Act (“EI Act”). 

In accordance with section 66 of the EI Act, the Board shall set the premium rate in order to generate just enough premium 
revenue during the upcoming year to ensure that at the end of that year, the total amounts credited to the Employment 
Insurance (“EI”) Operating Account after December 31, 2008 are equal to the amounts charged to that Account after that date. 

In setting the premium rate, the Board shall take into account the prescribed information that is provided to the Board 
on	an	annual	basis,	the	amount	by	which	the	Board’s	financial	assets	exceeds	its	financial	liabilities	if	applicable,	the	
regulations made under section 69 of the EI Act and any other relevant information. 

More specifically, this report provides the board of directors of the CEIFB with the forecast break-even premium rate 
for the upcoming year and a detailed analysis in support of the forecast, including data sources, methodology and 
assumptions. In addition, this report provides a determination and analysis of any difference between the premium rate 
set by the Board that is two years before the current year (i.e. 2010 premium rate) and what that rate should have been for 
that year in order to meet the objective of subsection 66(1) of the EI Act. Finally, given that the Board currently has no 
assets	under	management,	this	report	does	not	provide	the	forecast	fair	market	value	of	the	Board’s	financial	assets	minus	
its financial liabilities. This projection will be presented in future reports if it applies.

This report reflects changes that were brought forth in Budget 2012 and Bill C-38, An Act to Implement Certain Provisions 
of the Budget Tabled in Parliament on March 29, 2012 and Other Measures (“Bill C-38”), which are discussed in more details 
throughout the report. In addition to changes that affect benefit payments and the definition of suitable employment, 
Bill C-38 affects the 2013 Actuarial Report in two ways. The report is now due no later than August 31st of each year 
(rather than October 31st), and the annual change in premium rate is now limited to 0.05% of insurable earnings (rather 
than 0.10% of insurable earnings).

B. OVERVIEW OF METHODOLOGY
The	forecast	break-even	rate	is	the	premium	rate	required	to	cover	next	year’s	expenditures	and	eliminate	any	surplus	
or deficit in the EI Operating Account. It is determined prior to the application of the 0.05% limit, and is split into two 
components. The upcoming year rate, which is the premium rate required to cover the expected EI expenditures in the 
upcoming year, and the account balance rate, which is the premium rate required to eliminate the projected EI Operating 
Account deficit as of December 31, 2012.

Since January 1, 2006, the Quebec Parental Insurance Plan has been providing maternity, parental and adoption benefits 
to Quebec residents. In accordance with section 69(2) of the EI Act and related regulations, a mechanism to reduce EI 
premiums paid by Quebec residents and their employer was introduced. 
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As such, the upcoming year rate must be split in two. The base rate, which applies to residents of all provinces, is the 
premium rate that is required to cover the cost of all expected EI expenditures, net of expenditures related to maternity, 
parental and adoption benefits. The MPA rate, which applies to residents of all provinces except Quebec, is the premium 
rate that is required to cover the cost of expected EI maternity, parental and adoption benefits. The MPA rate represents 
the premium reduction that applies to Quebec residents.

C. MAIN FINDINGS
The following estimates are based on the EI provisions as of July 31, 2012, on the information provided to the Board 
on July 31, 2012 by the Minister of Human Resources and Skills Development and the Minister of Finance, and on the 
methodology and assumptions developed by the Chief Actuary.

The 2013 forecast break-even rate that is needed to generate just enough premium revenue such that the projected EI 
Operating Account balance is $0 as of December 31, 2013 is based on the projection of three main variables: the 2013 
earnings base, the 2013 expenditures and the EI Operating Account balance as of December 31, 2012.

The 2013 earnings base is mainly driven by the earnings on which salaried employees and their employers are expected 
to pay EI premiums (total insurable earnings). In 2013, insured employees and their employers will pay EI premiums 
on their earnings up to the 2013 maximum insurable earnings of $47,400, an increase of $1,500 or 3.3%, from the 2012 
maximum insurable earnings of $45,900. The 2013 projected total insurable earnings are $532 billion, which represents a 
4.2% increase from the 2012 total insurable earnings of $511 billion. This increase is the result of an increase in the number 
of contributors explained by a declining unemployment rate, an increase in the average earnings of the contributors and the 
increase in the maximum insurable earnings. The 2013 earnings base is also driven by other less significant elements such 
as employee premium refunds and earnings of self-employed individuals who have opted into the EI program. The 2013 
forecast break-even rate must also be adjusted to reflect the estimated impact of wage-loss replacement plans.

In 2013, total expenditures are projected to reach $20.4 billion, a 3.9% increase from the 2012 projected expenditures 
of $19.7 billion. The expected decrease in the unemployment rate from 7.3% in 2012 to 7.2% in 2013 has the effect of 
lowering the number of beneficiaries, which has a direct impact on projected benefits. Benefit payments are further 
reduced as a result of the Economic Action Plan initiatives which ended in 2012, and the phasing out of a number of 
pilot-projects scheduled to end in 2012. However, these reductions are more than offset by the implementation of a new 
benefit calculation methodology (variable best weeks), the expected increase in the beneficiary-to-unemployed ratio, 
and a higher average weekly benefit rate, due to expected wage increases and the above-noted increase in the maximum 
insurable earnings. 

As of December 31, 2011, the EI Operating Account had a deficit of $9.2 billion. With an expected surplus of $0.3 billion in 
2012, the projected deficit as of December 31, 2012 is $8.9 billion. This deficit is mostly explained by actual experience related 
to EI expenditures and revenues being different than expected, including the impact of the economic downturn that began in 
late 2008, the impact of freezing the 2010 premium rate at the 2009 level, and the impact of limiting the premium increase 
to 0.05% of insurable earnings in 2011 and 2012.

Based on the foregoing, the Chief Actuary has determined that the 2013 forecast break-even rate is 2.48% for residents of 
all provinces except Quebec and 2.12% for residents of Quebec. The premium reduction of 0.36% that applies to residents 
of Quebec represents the estimated savings to the EI program following the establishment of the Quebec Parental Insurance 
Plan, which provides maternity, parental and adoption benefits to residents of Quebec. These combined break-even rates 
are expected to generate just enough premium revenue to ensure that, at the end of 2013, all amounts credited and charged 
to the EI Operating Account after December 31, 2008 are equal.
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However, subsection 66(7) of the EI Act limits the amount by which the premium rate can increase or decrease from one 
year to the next to 0.05% of insurable earnings. Therefore, the 2013 maximum premium rate for residents of all provinces 
except Quebec is 1.88% of insurable earnings, which is equal to the 2012 premium rate of 1.83% plus 0.05%. The corre-
sponding 2013 maximum premium rate for residents of Quebec is 1.52% of insurable earnings, or 1.88% less the premium 
reduction of 0.36% for the maternity, parental and adoption benefits provided by the Quebec Parental Insurance Plan.

Table 1 shows a summary of the projected variables that factor into the calculation of the 2013 forecast break-even rate, 
along with a breakdown of the components of the forecast break-even rate (base rate, MPA rate and account balance rate). 
It also presents the resulting premium rates prior to and after the application of the 0.05% limit.

TABLE 1 - 2013 FORECAST BREAK-EVEN RATE 
($ MILLIONS)

Earnings Base  

total Insurable Earnings for salaried Employees (out-of-Quebec residents) $411,203 

total Insurable Earnings for salaried Employees (Quebec residents) $120,892 

Total Insurable Earnings $532,095 

  

self-Employed Earnings (out-of-Quebec residents) $137 

self-Employed Earnings (Quebec residents) $23 

total self-Employed Earnings $160 

adjustment due to Employee premium refunds (% of total Insurable Earnings) 2.59%

  

Wage-loss premium reduction $1,012 

  

Expenditures  

total Excluding maternity-parental-adoption $16,969 

maternity-parental-adoption, Including administrative Expenses $3,476 

Total $20,445 

  

EI Operating Account Cumulative Surplus (Deficit) - December 31, 2012 ($8,867)

  

Components of the Forecast Break-Even Rate (as a % of Insurable Earnings)  

1) upcoming year rate  

a) Base rate 1.42%

B) mpa rate 0.36%

sub-total (upcoming year) 1.78%

2) account Balance rate  

a) Cumulative (surplus)/deficit 0.70%

Premium Rate Prior to the Application of the 0.05% Limit (Forecast Break-Even Rate)  

Residents of All Provinces Except Quebec 2.48%

Residents of the Province of Quebec 2.12%

2013 Maximum Premium Rate (i.e. After the Application of the 0.05% Limit)  

Residents of All Provinces Except Quebec 1.88%

Residents of the Province of Quebec 1.52%
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As shown in Table 1, the 2013 maximum premium rate (1.88%/1.52%) is lower than the forecast break-even rate 
(2.48%/2.12%) and higher than the upcoming year rate (1.78%/1.42%). As a result, the 2013 premium revenue is expected 
to surpass the 2013 EI expenditures. This excess premium revenue will be used to eliminate a portion of the deficit in the 
EI Operating Account. However, the excess premium revenue will not be sufficient to eliminate the deficit in its entirety. 
This is highlighted in Table 2.

Table 2 shows the status of the EI Operating Account for 2011, as well as the projected evolution of the account for 2012 
and 2013. For 2013, the account projection is shown under two bases:
•	 Using the forecast break-even rate prior to the application of the 0.05% limit (2.48%/2.12%), the cumulative deficit is 

eliminated;
•	 Using the maximum premium rate which reflects the 0.05% limit (1.88%/1.52%), the cumulative deficit is reduced to 

$7.6 billion.

TABLE 2 - SUMMARY OF THE EI OPERATING ACCOUNT
($ MILLIONS)

ACTUAL FORECAST

  
 

2011
 

2012

Break-Even 
Rate
2013

Maximum   
Premium Rate

2013

premium rate     

  out-of-Quebec residents 1.78% 1.83% 2.48% 1.88%

  Quebec residents 1.41% 1.47% 2.12% 1.52%

     

premium revenue $18,548 $20,015 $29,287 $21,707 

government Funding $421 $0 $0 $0 

adjustment for prior year premium 
assessments n/a ($45) $0 $0 

net Expenditures $20,199 $19,677 $20,445 $20,445 

     

Annual Surplus (Deficit) ($1,231) $292 $8,843 $1,262 

Cumulative Surplus (Deficit) ($9,158) ($8,867) ($24) ($7,604)

D. SENSITIVITY OF RESULTS
Two of the most relevant assumptions used to determine the forecast break-even rate are the unemployment rate, which is 
provided by the Minister of Finance, and the beneficiary-to-unemployed ratio, or B/U ratio, which is estimated each year 
by the Chief Actuary of the CEIFB.

With all other assumptions remaining constant:
•	 a variation in the unemployment rate of one-tenth of a percentage-point (0.10%) would have an expected net impact of 

$173 million on the balance of the EI Operating Account;
•	 a variation in the B/U ratio of one-half of a percentage-point (0.5%) would have an expected $123 million net impact 

on the balance of the EI Operating Account; and 
•	 a one-hundredth percentage point (0.01% of insurable earnings) change in the premium rate would have an expected 

$126 million net impact on the balance of the EI Operating Account.
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CONTACT INFORMATION

Canada Employment Insurance 

Financing Board

350 albert street, suite 315

ottawa (on) K1r 1a4

Canada

phone: 613-943-7162

Fax: 613-943-7163

Email: info@ceifb-ofaec.ca

Website: www.ceifb-ofaec.ca

E. CONCLUSION
Based on the relevant economic and demographic assumptions provided by the Minister of Finance, the expenditure 
estimates provided by the Minister of Human Resources and Skills Development, and the methodology and assumptions 
developed by the Chief Actuary of the CEIFB, it is the opinion of the Chief Actuary that the 2013 EI forecast break-even 
rate which is expected to generate sufficient premium revenue to ensure that at the end of 2013 the amounts credited and 
charged to the EI Operating Account after December 31, 2008 are equal is:

•	 2.48% of insurable earnings for residents of all provinces except Quebec; and
•	 2.12% of insurable earnings for residents of the province of Quebec.

However, subsection 66(7) of the EI Act limits the amount by which the premium rate can increase or decrease from one 
year to the next to 0.05% of insurable earnings. Therefore, the 2013 maximum premium rate that the board of directors 
can set is:  

•	 1.88% of insurable earnings for residents of all provinces except Quebec; and
•	 1.52% of insurable earnings for residents of the province of Quebec.

The 2013 maximum premium rate is lower than the forecast break-even rate and higher than the upcoming year rate. As a 
result, should the Board set the 2013 premium rate at the maximum premium rate, the 2013 premium revenue is expected 
to surpass the 2013 EI expenditures by $1.3 billion. This excess premium revenue will be used to eliminate a portion of the 
deficit in the EI Operating Account. However, the excess premium revenues will not be sufficient to eliminate the deficit in 
its entirety. The projected deficit in the EI Operating Account as of December 31, 2013 is $7.6 billion.

It is important to note that assumptions are not predictions, and eventual differences between future experience and 
assumptions will be analyzed and taken into account in subsequent reports.

The information presented in this report, which has been prepared in accordance with the relevant legislation and accepted 
actuarial practices, has been provided to the board of directors of the Canada Employment Insurance Financing Board in 
support of their mandate to set the 2013 EI premium rate on or before September 14, 2012.


