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ROYAL CANADIAN ‘{DUNTSD POLICE SUPERANWNUATION ACT -~ PART I

Report on the Actuarial Examinatioa of the
Royal Canadian “ounted Police Superannuation Account
in the Consolidated Resvenuse Fuand as at Decenber 31, 1979

Introductioa and Summary

Pursuant to Section 25 of the Royal Canadian “ounted
Police Superannuation Act, w2 have mads an actuarial
examnination of the Account as at December 31, 1979 and have

the honour to report thereons

The last examination of this Account was mads as of
December 31, 1974 andi includad thes amendments to tha Royal
Canadian Mounted Police Superannuation Act in 1975: ‘o

additional amendments have been made since that times
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The normal actuarial cost, that 1is, the total
contribution xrequired from contributors and Government
combined to provide all benefits in respect of current
service, 1is estimated to be 17.39% of ©pay. Allowing for
coordination with the Canada Pension Plan, thé effective rate
“of contributioﬁ to the Account from contributots is
‘equivalent to 5.54% of pay. As a‘result, it is estimated

that Government credits are required at a rate equal to 2.14

times the contributions from contributors.

The above normal actuarial cost makes allowance for
general salary increases at the rats of 5.0% of pay per
annum. Pursuant fo sobsection 24(2) of the Act, additional
liabilities arising out of general increases in pay in excess
of this rate are estimafed to require Special Credits to the
Account equal to 1.7 timeé the increase in the effective
annual payroll 1in excess of 5.0%. Under the existing
provisions of the Act, suoh credits would be set up as a
deferred | charge to be amortized in five equal annual

instalments. __These instalments, _together. . with _those _in

respect of existing deferred charges, may Le offset by
interest earnings in excess of 6.5% per annum, pursuant to

subsection 24 (4) of the Act.
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The estimated unfunded actuarial liability in the Account as
at December 31, 1979 was $14.01 million. This 1is about 1.6% df
total actuarial liabilities or equivalent to 4.0% of the

ef fective annual rayrcll at the date of valuation.

This report and the above figures make no provision for
benefits and increases in benefits related to increases 1in, the
cost of living. Such benefits, payable to persons in recsipt of
annuities or annual allowances under various government
superannuation and other acts, including the Royal Canadian
Mounted Police Superannuation Act, are provided under the
Su‘pplementary Retirement Benefits Act and, pursuant to Part III
of the R.C.M.P. Superannuaticn Act, contributors are required to
pay special contributions to the Supplementary Retirement
Banefits Account. Although these provisions do not affect the
operation of the R.C.M.P. Superannuation Account, it was
considered aggropriate to continue the practice of including a
description o¢f +those ©provisions and commenting briefly on the
related financing and actuarial implications, in orxrder to present
a complete picture of the total employer-sponsored pension
provisions fcr contributors to the R.C.M.P. Superannuation

Account. This is done in Appendix 1.



II.

Memkership Statistics

In the following tables are shown pertinent statistics
concerning ccntributors to the Account (members and former
members of the Force and survivors eligible for allowances)

during the five-year period from the «<cate of the last

valuation December 31, 1974, +to the date of the current

valuation December 31, 1979. These figures were obtained

from data tapes supplied by the Kk.C.M.P. Although
considerable difficulty was experienced in‘ eliminating
errors, we consider that the déta in the form they entered
into our calculationsv was reasonably satifactory for the
purpose. Neverthless, it is hoped that é gréater degree of
accuracy in record maintenance will be achieved in the

future.
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A, Active Contrikutors**x*
New
Entr-

-~ Contri- ants Terminations during period Contri-
Class butors Jan. Type Jan. 1/75-Dec. 31/7S butors
ct on 1775~ of on

Contri- Jan. Dec. Bene- Di sa- Dec.

butor 1775 31778 fit Death bility Other** Total 31/7§

. Officer Annuity 2 2 20 24
Zump - ,
4 sum - - 3 3
520% 1 2 2 23 27 4g4
Other Annuity 15 26 846 887
Ranks Lump .
Sum 23 S 1569 1601
11879 4213 38 35 2415 2488 13604
Civilians Annuity 21 S 66 $6
Lump
Sum 6 - 371 377
1127 890 27 9 u37 473 1544
Total Annuity 38 37 932 1007
Zump
' Sum 29 9 1943 1981
13526% 5104 67 46 2875 2988 15642

*The total number of persons listed as keing contrikutors.
at Dec. 31, 1974 in the data supplied for the
previous valuation was 14,153. The number of officers
shown on Jan. 1, 1975, includes other ranks as at Dec. 31,
1974 who were promoted to officer status before Jan. 1, 1580.
**Compulsory retirement because of age, promotion of
economy or efficiency, or misconduct, together with all
terminations from other causes. ‘
¥%**Takles showing numbers and average
salary for quinary age-service groups of ccntrikutors
on Dec. 3%, 1979, are given in Appendix 8A and 8B.
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B. Perscns Entitlad to Annuities or Annual Allowances (1)

Entitlements

on

Jan. 1775

Retired Contributors (2)

New
Entitlements
Jan. 1/75 to

Dec. 31/79

Other than Dicsability

Male 701

Female 7

Sub-

Total" 708

Disability

Male 59

Female 1

Sub-

Total 60

Grand

Total 768

Entitlements
on
Jan. 1775

127

809
23

832

30

37

969

Surviving Spouses (4)

New
Entitlements
Jan. 1/75 to

Dec. 31/79

106

Terminations
Jan. 1/75 to
Dec. 31/79 Entitlements
on
Death Other(3) _Dec. 31/79
68 3 1,535
- - 30
68 3 1,569
10 79
- - 8
10 - 87
78 3 1,656
Terminations
Jan. 1/75 to
Dec. 31/79 Entitlements
on
Death Remarriage Dec. 31776
5 5 223
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Children (5)

Entitlements Entitlements
on on

Jan. 1/75 Dec. 31/79
120 185

(1)

(2)

(3)

(4)

(5)

A takle showing numbers and amounts of pension
in age groups for persons entitled to Lenefits
on Dec. 31, 1979 is given in Appendix 9& and 93

Includes former contributors entitled to
deferred annuities (15 as at Dec. 31, 1979)

Re-enrolments in the Force and transfers
to other superannuation plans

All females excert for one new widower
who remains entitled at Decembker 31, 1979

Includes 10 students aged 18 to 25 on Jan. 1,
1875 and 33 on Dec. 31, 1979



ITII.Valuation Assumnptions

A,

General Comments

For this wvaluation we <continued the approach
adopted for the preceding valuation of selecting
assumptions that might be regarded as appropriate ani
reasonably "realistic", each on its own merits as well
as when coasidered togethar in the 1loag term. 1In
comparison with the preceding valuation, slight changes
were mads in some of the explicit aad implicit economic
assumptions. Th2 changes were discussed wWith and
supported by officers in the Department of Finance and
Treasury Board, Supportive advice was also obtained
from the Economic Council of Canada. :

We have wmaintain2d our objective of treating this
plan in a manner coasistent with the practice for
industrial pension plans, not to provide sacurity
through funding, but to account for pansion costs in an
appropriate and reasonably comparable fashion. Bzfore
discussing the various assumptions wundar individual
headings, the following g2neral comments relating to
economic assumptions may be in order,

(1) Effect of explicit or implicit lavel of
inflation determining thes gen=ral level of
economic assumptions

There are two aspects to the discussion under this
hz2ading.

(a) The extent to which the normal actuarial cost
(current sarvice contributioan rate) is
affected by the level of economic assumptions
depends on the type of pension plan unier

consideration. For a pension plan of the
career=—-average type, whaere the rate of
interest is normally the sole =e2conomic
assumption;—a-—relatively-—higher-—level— of

interest produces a very substantially lower
cost. For a final—-average—-pay plan. such as
the R.,C.M.P. Superannuation Act, where ths
effect of a relatively high=sr assumed rate of
interest tends to Dbe partly offset by the
effect of an accompanying relatively higher
level of assumed salary increasss, th2 =ffect
is considerably smaller. Finally, for a fully
indexed final-average salary plan, such as the
R.C.M.P, Superannuatioa Act if it WRre
combined with ths Supplementary Retirement
Banefits Act, the level of assumed inflation
tends to have a relatively slight effect on
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costs, 1f its relationship to assumed interest
rates and increases in salaries remains
approximately the same. C(Clearly, the level of
economic assumptions and the differ=ntials
between them are critical when attempts are
made to compare different types of pension
plans or when modifications in a particular
rlan are being considered, and mere
consistency will not necessarily ensure
acceptable conclusions regarding costs.

by It seems unavoidable that actuaries,
individually and collectively, infiuence
expectaticns regarding future inflation by
thelr very act of attempting to use
"realistic" assumptions. And it may well ke
that the realism, desirable as it may appear
to economists, accountants and actuaries,
needs to ke moderated if there is to be any
hope of reducing the long-term level of
inflation. While this appears to apply quite
generally, it seems crucial in relation to
actuarial reports dealing with pension plans
operated by governments or major financial or
industrial enterprises.

Effect of kenefits beyond the terms
of pension plans

As suggested above, when costs of different plans
are being compared or amendments are being
considered, 1t is important to bear in mind the
level of the economic assumptions as well as the
differentials between individual assumptions.
However, there are considerations teyond these.

In 1recent years, for a growing number of plans, in
some cases as a result of collective bargaining,
employers have adopted the practice of (a) making
periodic ad hoc adjustments to pensions in payment
to compensate for some or all of the purchasing
power lost through inflation, and (b) increasing
the benefits accrued to active memkers of flat-
benefit or career-average +type pension plans in
order to . keep earned pensions in a reasonable
relationship tc¢ current rates of pay. When therse
is no explicit commitment under the terms of the
plan for similar adjustments in +the future, thay
will not be included in the calculations of normal
actuarial cost and actuarial liabilities.

It might be argqued, especially when adjustments
occur with ragularity, that thexe is strong moral
commitment and that from an accounting point of
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view the costs are understated. It would be
possible, of <course, . for the employer  to make
advance provision for such adjustments withcut
contrikuting additional funds +to the plan by
setting up a special contingent 1liakility in his
balance sheet and by 1including the additions to
such contingent liability account with the normal
actuarial cost (current service contributions) to
the pension fund for purposes of assessing the
total normal actuarial cost. Such, practice might
make for more wvalid comparison of the wvalue of
expected pensions under differsent gplans. However,
setting up a contingent liability in the employer's
balance sheet might well Le interpreted as
converting a moral commitment into a promise and
that the additional benefits should, for practical
purposes, ke considered part of the formal plan and
funded in the same manner as basic benefits. For
practical purposes, of course, this would eliminate
the employer's option of updating benefits from
time to time without commitment regarding future
addjustments.

Rate of Interest

Intil +the quarter ending June 30, 1969, the Act
provided for interest to ke cradited to the
Superannuation Account on the last day of each quarter
in the fiscal year at the rate of 1% of the balance to
the ~credit of the Account on the 1last day of the
preceding quarter, i.e. approximately 4% per annum.

The 1969 amendments +to ., the Act provided for
crediting interest to the Account at the rate wused in
the preceding actuarial valuation and for the
possibility of crediting interest in excess of that
rate. However, 1interest credits 1n excess of the
valuation rate may be applied against budgetary

amortization charges. The total rate at which interest
is credited changes every three months and is calculated
as if +the amounts not required for payment of benefits
in each quarter, puxsuant to this Act and the Public
Service and Canadian Forces Superannuation Acts, had
been invested on a kasis similar to that applied under
the Canada Pension Plan, i.e., in -20-year bonds having a
yield equivalent to the average yield on Government of
Canada bonds with 20 or more years toO maturity
outstanding at that time.

For the quarter ending Decembexr 31, 1579, the total
rate of interest credit was 1.9786%, which is equivalent
to 8.15% per annum. The total annual rate of interest
credit has remained above 6.5% after June 1574 and seems
likely to continue = above that level for scme
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considerakle period of time, given that rates of return
on naw noticnal investments have averaged about 15%
during 1981 and 1982, even if allowance is made for a
drop 1in anticipated inflation and interest rates to
sukbstantially lcwer levels.

For purposes of this wvaluation it was decided to
continue the use of an assumed rate of interest of 6.5%
which, as noted above, 1is expected to be exceeded by
actual interest credits for a considerable p=zriod of
time. In the 1long term, the rate is assumed to be
compcsed of an inflation factor of 3.5% and a real rate
of return of 3.0%.

A real rate of return of 3.0% is consider=d to be
reascnakly consistent with an average long term
inflation rate of 3.5%, particularly, if that rate is
assumed to be scmewhat unstable. As well, 3.0% appears
to be a typical real rate explicitly or implicitly
assumed .in actuarial wvaluations of private pension
rlans, so that its use would tend to minimize the
nevertheless formidable difficulties in compvaring normal
actuarial costs (contribution rates) with those of other
rlans.

Salary Increases

Where wused in this report, the term "salary scale
means the assumed pattern of future increases in pay
from vyear to year as a member advances in age. Such a
scale is needed for valuation purgoses, tecause benefits

that become payable in the future depend on the rates of

‘pay that will be received in the future.

There are twc main forces that tend to generats
increases in rates of pay: First, a promotional force
resulting from exgperience and training; second, an
economic force related, directly or indirectly, tc such
factors as  inflaticn, general increases in productivity,
collective bargaining and lakour market conditions.
Increases in pay resulting from this second force are
herein referred to as "general" increases.

The pattern of average promotional increases in pay
is fairly predictable on the basis of past experience.
However, a study of the rates of pay for memkers orf the
Force from December 31, 1974 to December 31, 1979
indicated a modification in the salary scale based on
the experience prioxr to 1965 which had Leen used for the
three last valuations. The new gromotional salary scals
and illustrations of equivalent level annual rates of
increment are shown in Arpendix 3.
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With regaxd to general increases, the wide
variations that have occurred in recent years as
result of wvarying economic and social forces ar
indicative of the difficulty in predicting the level o
future increases of this type. For purroses of this
valuation, we have assumed a level rate of general
increases in pay of 5.0%. In the long term, this rate
is assumed tc be composed of a 3.5% inflation factor and
a 1.5% factor for real general increases related to
productivity cr labcur market conditions.

o
a
(=]
e
£
T

The reduction in the assumption for real general
salary increases from 2.5% to 1.5%, coupled with the
reduction in the assumed real rate of return from 3.5%
to 3.0%, is thought to result in a better representation
of exrected long-term economic conditions. The

relationship ketween the assumpticns for interest and.

salary increases would meet the current requirements of
the Department of National Revenue applicable to
employer-sponsored pension plans.

Rates of Retirement or Termination (for reasons.

_other than death)

As a result of the investigation into the 1975-1979
experience, some different kases and valuation
techniques were used in the current examination.

1. Rates of Termination with Return
of Contributicns

The rates used were developed from the 1975-79
exrerience and are shown in Appendix 4.

2. Rates of Disability
' The rates developed from the 1970-74 expesrience
were retained and are shown in Appendix 4.

3. Rates of Retirement.

The rates used were developed from the 1975-79
experience and are shown in Appendix 4. While the
probability of retiring with a deferred pension was
ignored in this valuation, the implicit probability
of retiring with an annual allowance or immediate
annuity after 20 years of sexrvice is substantially
higher than for the previous valuation. Retirement
is assumed to take ©place  at the latest on
attainment of age sixty.
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Rates of Mortality and Remarriage

1.

Active Contributors

The small numbers of deaths and of memkers do not
provide sufficient data to determine a mortality
table based solely on this experience. The table
adopted for this valuation is the 1971 GAM {Group
Annuity Mortality) Takle. The rates are shown in
Aprendix 5.

Former Contributors entitled to annuities
or annual allowances

Different mcrtality rates generally apply to
persons entitled to pensions because of disability
as compared tc persons entitled for other resasons.
However, as the group of disability pensioners is
small both in number and as a pexcentage of ths
total, being 5.3% of the 1,656 entitled to pensions
at December 31, 1979, we have continued to assume
the same rates of mortality for both groups. The
assumed rates are taken from the 1971 GAM Table.
These rates, and annuity values based on them, are
shcwn in Appendix 5.

Surviving Spouses

The mortality rates chosen for the valuation of
both present and prospective spouses! allowances
were taken from the 1971 GAM Table. Remarriage
rates used were the same as used for the wvaluation
of +the Public Sesrvice Superannuatiocn Account as at
Dec. 31, 1977, namely,

(i) for widows - select and ultimate rates derived
from the 1940-57 experience of widows awarded
pensicns under the Pension Act and previous
Government administrative orders from August
4, 1914 to December 31, 1957.

(1i1) for widowers - the same rates as used for
purposes of the actuarial report on the Canada
Pension Plan as at Dec. 31, 1977.

Samples of the above mortality and remarriage rates
are shown in Arpendix 5 and 6, respectively.
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Proportions of deceased contributocrs leaving eligible
spouses, and Average ages of spouses corresponding
to_ades of contrxibutors at death

The proportions of deceased active ccntributors and
retired ccntributors used in the preceding wvaluation
were merged together. The average ages of their
surviving srouses used in the preceding valuation were
deemed to remain appropriate. Both these factors are
shown for guinguennial ages in Appendix 7. :

Integration with Canada Pension Plan

Reductions in kenefits and contritutions to provide
for integration with the Canada Pension Plan apply only
in respect of salary up to the Year's Maximum
Pensionable Earnings (YMPE) as defined in the Canada
Pension Plan. For purposes of this valuation, it was
assumed tkat the YMPE would increase from 313,100 in
1980 at the rate of 5.0% per annum, i.e., at the rate
assumed for general pay increases. This results in some
understatement of the wvalue of benefit reductions
attributable to integration which, however, is offset by
an coverstatement arising out of the methodology of
comparing the average salary at each age to the YMPE.
The methcdclogy for computing the normal actuarial cost
ignores a small gradual decrease in the eiffective rate
of emgployee contrikutions and corresponding increase in
the required government credits until the YMPE <reaches
the 1level of average industrial earnings, but this
effect will be overshadowed when the Canada Pension Plan
contribution rates are increased.

As the conditions to be satisfied for a person to
be considered as disabled and entitled to a disability
annuity are more stringent under the Canada Pension Plan
than under the R.C.M.P. Superannuation Act, we have
assumed for purposes of valuing the reduction in

annuities as a result of integration with +the Canada
Pension Plan that all reductions are effective at age
65.

Male Civilian and Female Memkers

It is reasonable to expect that rates of
retirement, withdrawal, disability and mortality as well
as salary scales applicakle to the male civilian members
and to the feralzs members, would be different from those
applicable to the regular male members of the Force.
However, since the civilian and female members of the
Force constitute only akout 12% of the total number of
contributcrs, it was considered arpropriate to make no
distinction between these groups in the wvaluatiocn,
except as resgects the mortality of female versus male
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pensicn recipients and the relative ages of eligible
spouses.

IV. Actuarial Ccost Method

The methcd wused 1is the same as for the preceding
valuation and is known as the "Accrued Benefit (formerly
"Unit Credit") Actuarial Cost Method". It contemplates
contributions in any vear sufficient to fund all future
tenefits in respect of service during that vyear. The
actuarial 1liability 4is +the actuarial present value of
projected benefits in  respect of service to the effective

date of ttre valuation.

Required Contributions and Credits to the Account

Using the assumptions and the actuarial cost method
descriked in Sections III and IV, respectively, and the
distribﬁtion of active contributors as at December 31, 1979,
shown in Appendix(B, the total required from contributors and

the Government combined to fund future benefits in respect of

current service was calculated to be 17.39% of pay.

After making allowance for integration with
contrikbuticns pavakle to the Canada Pension ?lan,

contrikutions from contributors to the ReCoeM. Pa

Superannuation Account were calculated tc ke equivalent to

5.54% of ray.
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It follows that credits to fhe Account on benalf of the
Government should Lke eguivalent to 11.85% of pay or
approximately 2.14 times +the contributions received from

contributcrs.

The above multiple of 2.14 for Government credits is
somewhat higher than the multiple of 2.0 which has been in
effect, as reccmmended in +the 1974 actuarial report. The
total of 17.39% of pay indicated above as being required
corresponds to a figure of 16.8% indicated in the preceding
report. The difference cf 0.59% of pay is the net result of
a decrease of about 1.1% of pay due +o the changes in
economic assumgtions, an increase of about 2.1% of pay due to
changes in varicus otnher actuarial assumptions and a decrease
of about 0.4% of pay due to apparent changes -in the

distribution of members Ly age, salary and service.

The new valuation assumptions include provision for 5.0%
annual increases in the general level cf pay. Under normal

pension funding rractices, 1liabilities arising out of

increases in pay in excess of the assﬁmed rate would be taken
care of, along with other actuarial losses after allowing for
any gains, following receipt of periodic actuarial reports.
The R.C.M.P. | Sugperannuation Act, however, provides for
special credits to the Account following authorization of
general ray increases. Accordingly, it has been estimated

that special credits to the Account in respect of such ray

increases shculd be made equal tc 1.7 times the amount of
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increase in the effective annual payroll in excess of 5.0%
per annur. Under the existing provisicns of the Act, such
credits wculd ke set up as a deferred charge to be amortized
in five equal instalments. These instalments, together with
instalments in respect ¢f any actuarial deficisncy réported
as a result of guingquennial actuarial examinations, may be

coffset by interest earnings in the excess of 6.5% per annum.

valuation Balance Sheet and Gain and Loss Analvsis

Using the assumptions and the actuarial cost method
descrikted in Secticns III and IV, respectively, the results
of the valuaticn are summarized and the status of the Account

is shown in the following balance sheet.
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Valuation Balance Shest as at December 31, 1979

Assets

Balance of Account (Par value)* $ 833,034,591

Credits frocm Government outstanding

at December 31, 1979 and made in 1580 25,550,978

Actuarial present value cf future
contributions from the Government

of Newfoundland - 10,223

Actuarial present value cf

future instalments from

contrikutors in respect of

prior service: . )

Members of the Fcrce $1,075,082
Retired Ccntrikutors 299,810 1,374,892

Actuarial present value cf
future credits from the
Government in resgect of
prior service {assuming 2. 14

times the amount from contrilkutors) 2,942,269

Total Assets ' $ 862,912,953

A

Unfunded actuarial liability

14,009,414

A

876,522,367

* The value of the Account as at December 31, 1975, determined

ky discounting the nctional investments at the

valuation interest rate of 6.5%, was $1,014,020,055.

assumed
As in

the preceding valuation, such'a value was not used, so as not
to capitalize interest earnings 1in excess of the assumed

valuation rate without any compensating provision for

salary

increases in excess of the assumed rate. A deferred chargs
of $31,655,000 was in the process of liquidation and would be
considered an unfunded actuarial liability, if it were not

included in the balance of the Account.
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T.ijabilities

Actuarial present value cf

prospective benefits to active

contributors and their

dependants \ . $ 738,799,842

Actuarial present value cf Lenefits
to former contrilkutors and tkhkeir
dependants entitled to an annuity
or annual allcwance:

Retired Ccntributors $133,917,735

Widows 3,663,495

Children ‘ 390,540 137,971,770
Benafits to fcrmer contributcrs
dus in 1979 and raid in 1980 150,755
Total Liatilities B $ 876,922,367

The foregoing balance sheet indicates an estimated
unfunded actuarial liability of $14.01 million or about 1.6%
cf total actuarial liakilities. The major factors having a
bearing on the development of +this unfunded 1liability are

identified in the following table.
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Actuarial Gains and lLosses

{in millions of dollars)

Normal actuarial gains and losses
- llablllty for rensicns in payment
- Promoticnal salary increases

- Net actuarlal gain from
other scurces

Extraordinary actuarial gains and losses
- Overstatement in 1974 actuarial
‘'liakilities due to aprarent errors
in data
- Interest credits
- Special credits re salary incCreases

- Normal actuarial cost

-~ Credit related to 1974 unfunded
liability

Gain

67.13

48.28%

36.70

154.36

Changes in actuarial assumptions and methods

- Economic assumptions
- Promoticnal salary scale
= _Pensioner mortality

- Other assumpticns and methaods

Total

32. 14

38.27

28.84

60.73%

13.62%

141. 46

* largely attributable tc time larse ketween effective dates of
last valuation and of acccunting procedures reflacting new

valuation assumptions
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VII conclusicn

In conclusicn, we wish to ackncwledge the participation of
the Departmental Services Cffice of the R.C.M.P. which provided
the rasic reccrds, and the Telecommunications and EDP Directorate
which provided the programming and data processing related to the
preraration of wvaluation data for members and fcrmer members of

the Force and their survivors on the valuation date.

In my opinion

(a) the data on which this report is based are sufficient
for the purpose of the valuation,

(p) the assumptions used are adequate and appropriate for
the rurrcse of the valuation,

(c) the methods employed are consistent with sound actuarial
principles, and

(d) this regcrt conforms with tHe recommendations adopt=d by
the Canadian Institute of Actuaries for the valuation of
pension rlans, but for an actuarial assessment of the
complete pension plan for the R.C.M.P., including
provisions of the Supplementary Retirement Renefits Act,
reference must ke made to Appendix 1 of this report.

Respectfully submitted,

AJ\ij/Kf%= §?/<A¢\rv

Walter Riese, F.C.I.A.
Chief Actuary

Department of Insurance
OTTIAWA, Canada
K1A 0H2

June 8, 1983
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AFPPENDIX 1

Supplementary Retirement Benefits

In 1970, the Suprlementary Retirement Renefits Act was passed
to provide surplementary benefits related to increases in the
cost o©0f living for rperscns in receipt of pensions payable out o6f
the Consolidated Revenue Fund. This Act aprlies to former
contributors to the R.C.M.P. Superannuation Account and their
dependants who are entitled to annuities or annual allowances.

.The supplementary Lenefit 1is calculated Ly multiplying the
amount of the annuity or annual allowance to which the person is
entitled from the R.C.M.P. Superannuation Account by the ratio of
the Benefit Index for the year of payment to the Benefit 1Index
for +the year in which the rerson to whom or in respect of whcse
service the gension 1is ©payable ceased +to hold office, and
subtracting the amount of the annuity or annual allowance; in the
first calculation made for any contributor, the ratio 1is pro-
rated +to restrict the pension adjustment +to the part of the
calendar year of termination after the date of termination of
employment. The BRenefit Index for the years prior to 1971 are
shown in a Schedule in the Act. The Benefit Index for any vyear
after 1970 1is equal to the Benefit Index for the preceding year
multiplied by the average of the Consumer Price Index for Canada
for the twelve-month rericd ending on September 30 of that
preceding year and divided by the corresponding average for a
pericd <c¢ne year ‘earlier. Prior to 1973, the increase in the
Benefit Index was limited to a maximum of 2% in any vyear. An
amendment to the Surplementary Retirement Benefits Act in 1973
removed that limit and provided that the increase payable in
January 1974 would take into account increases in the cost of
living akove the 2% ceiling since 1970. In January 1983, an
amendment made as part of a general economic restraint program
limited the increase for 1983 and 1984 to 6.5% and 5.5%,

respectively.

Undex the terms of the original &act of 1970, the
supplementary benefits were rpayable to all former contributors in
receipt cf annuities or annual allowances who had attained age 60
or, if less than that age, were disabled, and to all widows and
children in receipt of annual allowances. The amendments
effective Januvary 1, 1973 provided for the payment of kenefits to
former contributors aged 55 to 59 and in receipt of annuities or
annual allowances in cases where the total of service and age
equals or exceeds 85.

The R.C.M.P. Superannuation Act was amended in 1970, by +the
addition of Part III, to reqguire that contributors pay 02.5% of
their salaries to the Supplementary Retirement Benefits Account
in addition tc their contrikutions to the Superannuation Account.
By a furthsr amendment in 1973, provision was made for an
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increase in this contribution rate from 0.5% to 1.0%, commencing
January 1, 1977. Such contributions are payable until the member
retires. The government makes credits to the Acccunt egual to
the contrikutions cf the members.

Intexrest 1is also «credited +to the Suppliementary Retirement
Benefits Account at the end c¢f each quarter. The amount of the
interest 1s <calculated monthly on the minimum balance at a rate
of interest representative of the yield on outstanding Government
of Canada bonds having a term to maturity cf 5 years, less 1/8 of
1%.

Prior to January 1, 1974, the Supplementary Retirement
Banefits Act rrovided that all supplementary benefits would ke
charged to the Account. Since that date, those benefits paid in
respect of a former contributcr are charged to the Account only
until their accumulated total eguals the aggregate of all amounts
credited to that Acccunt in respect of that ©person, including
interest. Suprlementary benefits paid in excess of that
aggregate are then charged directly to the <Ccnsolidat=sd Revenusa-
Fund. The 2Act also provides for a return of contributions paid
Ly a memker to the Supplementary Retirement Benefits Account, to
the extent that such contributions exceed any kenefit that has
Leen or may ke raid in respect of him.

The Supplementary Retirement Benefits Act aprlies to active
members and fcrmer memkers c¢f  the Force who are entitled to
benefits under the R.C.M.P. Pension Continuation Act as well as
to those entitled to benefits under the R.C.M.P. Superannuation
Act. Contributions paid ty both groups of members and other
credits to the Account, and supplementary benefits paid to former
members and their widows and children receiving ktasic benefits
under either Act, and other charges to the Acccocunt during the
fiscal years 1979-80 and 1580-81 are shown kelow.
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R.C.M.P. Surplementarvy Retirement Benefits
{in thousands of dollars)

credits to Account 1979-80 1980-81

Contributions from members $ 3,465 $ 4,012
Government credits 3,455 4,011
Interest ‘ L . 2,637 . 4,330
Transfers in 12 14

3 9,565 3 12,367

Charges to Account

Surplementary Benefits 3 60 5 110

Refunds c¢cn withdrawal 300 400

Transfers out ' 7 7
$ 367 3 517

Balance in Account (end of year) 3 32,018 3 43,868

Charges to Consolidated Revenue Fund

Supplementary Benefits 3. 8,312 $ 10,002

Under the partially funded system of financing supplementary
retirement kenefits as it existed on Cecemker 31, 1979, a
sukstantial Fkalance will ke accumulated in the Supplementary
Retirement Benefits Account. However, on the basis of the
assumpticns used for purposes of Section V of this report on the
R.C.M.P. Superannuation Acccunt and, for «consistency with the
inflaticn factor implicit in those assumptions (see Section III B
and C), an assumed rate of increase in the Consumer Price Index
of 3.5% per annum, it has been estimated that the supplementary
benefits will 1ikely always remain a direct <charge on the
Consolidated Revenue Fund, umless the total cf ccntributipns and
credits to the Surrlementary Retirement EREenefits Account were
increased from 2.0% to about 7.1% of payroll, and provision were
made to handle deviations of actual from expected experience.

_Bven _if normal contributions _and _credits were_ raised_to._this

level, a substantial unfunded actuarial liability would remain,
suggesting that the Consolidated Revenue Fund wculd have to be
charged for a long time to ccme either with amortization payments
or with a substantial portion of the supplementary retirement
kenefits payakle.

In any event, cost estimates relating only to Supplementary

Retirement Benefits are extremely sensitive to economic
assumptions. If principles of actuarial funding wsres to be
applied to Supplementary Retirement Benefits, it would be
desirable tc finance all pension benefits in respect of
contributors to the RCMP Superannuation Acccunt through one
account; this could be expected to result in reasonable stability
and to avoid the situation where one account showed a surplus
while the other had a deficit.
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In the remaining rart of this Appendix the effects of more

conventicnal mettods of financing the existing level of
suprlementary retirement benefits are presented.

(a) Required Contributions and Credits to the k.C.M.P.
Superannuation Account if benefits pursuant to the
Supplementary Retirement RBenefits Act as it existed
in 1979% were considered_superannuation benefits.

Using +the above-noted assumptions, and methods analogous to
those used for purroses of Section V of this repgort, the total
required from the contributors and the Government combined to
fund future superannuation benefits, increasing in accordance
‘with +the Benefit Index, in respect of current service was
calculated to be 24.48% of payroll. This is the normal actuarial
cost for benefits under the two Acts combined.

After making allowance for coordination with contributions
payable to the Canada Pension Plan, contributions from
contributors, - including 1% contributions to the Supplementary
Retirement Renefits Account, are calculated toc ke eguivalent to
6.54% of pay.

It follcws that c¢redits on behalf of +the Government in
respect of the combined benefits would have to ke equivalent +o
about 17.94 of pay, or 2.74 times the contributions received from
contributors. '

In addition, a procedure analogous to the existing procedure
could be adopted under which special credits would ke made in
raspect of 1liabilities arising out of (i) general pay increases
in excess of the assumed 5.0% per annum, and (ii) increases to
annuities and allowances to former contrikutors and their
dependants in excess of the assumed 3.5%, which could be offsst
by interest earnings on the Account in excess of the assumed
6.5%. With such a procedure, the c¢nly gains and losses
attributable to variation of experience from the basic economic
assumptions that wculd emerge at periodic actuarial examinations
are (i) gains from general pay increases and 1increases to
annuities and allowances below the assumed rates, and (ii) losses
from interest earnings telow the assumed rate. Alternatively,
the more commcn practice of letting all actuarial gains
and losses accumulate until the following actuarial examination
could be adopted.

*The pro-rating ¢f the increase in the Benefit Index appliable to
the first year following the year of retirement Lecame effective
January 1, 1982, but was assumed to be in force for purposes of
this calculation.
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(b) Valuation Balance Sheet combining R.C.M.P.
Superannuation and Supplementary Retirement
Benefits including future adjustments to
pensions in payment in accordance with assumed
rate of inflation

This ralance sheet differs from the balance sheet in Section
VI of this rerort to the extent that (i) the assets include a
share of the Supplementary Eketirement BRenefits Account, (ii) the
value of rprospective benefits to former contributors and their
dependants includes +the value ©¢f supplementary venefits payable
at the rate in effect on December 31, 1979, and makes provision
for continued increases at the rate of 3.5% per annum, and (iii)
the value of rrospective benefits to active contributors and
their dependants includes provision for increases to annuities
and allowances in payment at the rate of 3.5% rger annum. In
other words, all the assumrtions are consistent with those used
for purposes of calculating the required contributions and
credits in (a) akove. ' ) '

Assets

Balance of R.C.M.P. Superannuation Account

and share of Superannuation contributors

in Supplementary Retirement RBenefits

Acccunt $ 860,065,847

Credits from Government outstanding at
Decemker 31, 1979, and made in 1980 25,550,978

Actuvarial present value of future
contributions frcm the Gecvernment

of Newfourdland 10,223
Actuarial present value cf future
instalments from ccntributors in

_resgect of prior service — 1,840,310
Actuarial pressnt value cf future
credits from the Government in
raspect cf prior service
(assuming 2.74 times the amount from
contributors) 3,946,449
Total Assets : '$ 891,013,807
Unfunded actuarial liability 418,574,254

$1,309,588,061
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Liabilities

Actuarial present value of

prospective benefits to

active contrikutcrs and

their derendants _ $1,049,698,949

Actuarial presant value of
benefits to fcrmexr contributors
and their dependants entitled
to an annuity or annual
allowance: :

Retired Ccntributors o $247,706,723

wWidows 11,049,089

Children - 682,545 $ 259,738,357
Renefits tc fcrmer cbntributors
due in 1979 and paid in 19890 150,755
Total IL.iabilities , $1,306,588,061

The foregoing balance sheet indicates an unfunded actuarial
liability of about $419 million as at December 31, 1979. If this
amount were +to be amortized, the following table gives an
indication of the possible impact. :

Amortization Plan
(peginning in

year following Initial Initial#*x*
valuation date) Payvmentx % of pay
Years Favment ($millions) (%)
(2) 25 level 33.3 9. 4
() 60 : level 27.0 7.6
(c) 25 constant . :
% of pay 19.7 5.7

* For opticns (a) and (k) the payment is the same each year,
while fcr option (c¢). the payment is assumed to increase by 5%
(compounded) each year.

** Fcr coptions (a) and (b) payments expressed as a percentage of
pcay are assumed to decrease by 5% (compounded) each year,
while for option (¢) the percentage stays constant.
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It must be noted that for option (¢) in the akove table, the
initial payment 1is lower than the interest assumed to be =2arned.
As a result, the unfunded actuarial liakility would be expected
to increase in the first year by avout 1.5% in absolute terms
($418.6 to $424.8 million) but would decrease by 4.0% in terms of
payroll (from 1.20€ to 1.166 times payroll).

It will also be noted that, as in the balance sheet in
Section VI of this report, the value of the notional investment
was taken at par. Discounted at the assumed interest rate, the
value would have been higher by akout %187 million. To put this
actuarial present value cf "excess interest" on existing notional
~ investments into perspective, it is interesting to note that the

actuarial present value (on December 31, 1979) of liabilities
attrikutakle to "excess salary increases'" and "axcess indexing"
during the three years following the valuation date was of the
order of $140 million.

(c) Valuation Balance Sheet combining R.C.M.P. ,
Superannuation and Supplementary Retirement Benefits
to the extent that the latter were payable as at
December 31, 1979, i.e., if future increases were
not _guaranteed

This balance sheet presents the situation on a fully funded
basis, 1if adjustments to pensions in payment were granted
annually or, in other words, if future increases were not
guaranteed. It differs from the balance sheet in Section VI only
to the extent that the assets include a share of the
Supplementary Retirement Benefits Account, and the liabilities in
raspect of former contributors and their dependants include the
value of supplementary kenefits at the rate payabkle or accrued on
Decemker 31, 1979.

With this method of funding, the additional 1liability

_incurred annually Ly an_increase to pensions.in .payment.-.at..the..

implicitly assumed annual rate of increase in the Consumer Price
Index of 3.5% would be equivalent, currently, to 1.8% of pay or
slightly 1less than the 2% of pay being contributed to the
Suprlementary Retirement Renefits Account ty contributors and the
Government combined.
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Assets

Ralance of R.C.M.F. Superannuation Account
and share of Superannuation contributcrs in
Supplementary Retirement Benefits Account

Credits from Government cutstanding
at Decemkber 31, 1979 and made in 1980

Actuarial present value of future
contributions frcm the Gcvernment of
Newfoundland

Actuarial present value of future
instalments from ccntributors in respect of
prior sexrvice

Actuarial present value cf future credits
from the Government in resgect of prior
service (assuming 2.14 times the amount
fremr contrikutors)

Total Assets

Unfunded actuarial liakility

Liabilities

Actuarial preszant value cf
prospective Lbenefits to active
contributors and their dependants

Actuarial present value cf
benefits to fcrmer contributors
and their dependants entitled
to an annuity or annual
allowance:

Retired Ccntributors

Children

$ 860,065,847

25,550,978
10,223

1,440,310

3,082,263

$ 890,143,621

27,516,665

$ 917,666,286

$169,704,845
Widows 8,135,320
872,475

Benefits for former contributors
due in 1979 and paid in 1980

Total Ziabilities

$ 735,802,891

$ 178,712,640

150,755




Surmrmaxry of the R.C.M.P. Superannuation Plan

A. Coverage

Persons covered by this Plan include:

(a)

(k)

)

all memkers of the Rcyal Canadian Mounted Polics,
referred to in this report as the "Force", .except a
small number who have been memlers of the Force since
March 1, 1949 but did not elect to become contributors
under this Act, _

former members c¢f the Force who are entitled to
annuities or annual allowances payakle out of the
Account, and

widows and children who are entitled to annual
allowances cor other benefits payable out of the Account
as dependants of contributors who died either in service

" or while entitled tc an annuity or annual allowance.

R. Contributions and Credits to the Account

1.

Ey Contributor

{a) Current Service

The rates of contribution fcr memters of the Force
covered by the Act are 6.5%*% of pay reduced by the
amount that the contributor would ke required to
contribute under the Canada Pension Plan in respect
of pay received by him as a memker of the Force.
(For example, in 1980 .the reducticn was 1.8% of the
pay between $1,300 and $13,100 per annum.)
Contributicns for current service cease when a
contributox has to his credit 35 years of
pensionable service.

* T
5

2] )Y

=

rates were 6% for males before April 1, 1969 and

e
fcr ferales kefore Tek. 1, 1976.
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Pricr Service
A contributor may elect to contrikute in respect of

any period <c¢f prior pensicnable service as
described o¢n page 38 of this report. Subject to
sore. minor exceptions, if the election to
contribute for a period of pricr pensionable

service is made within one vyear of the member
becoming a contributor, the amount that the memkter
is required to contribute is equal to the total
contributions that he would have had to make during
that period of prior pensionable service 1if th

contributions had been computed according to the
rate of pay arrlicable to the contributor on the
most recent occasion of which he Dbecame a
contrikbutor under the Act and at rates of
contributions in effect for the periocd of service
elected to be paid for, adjusted £for integration
with the Canada Pension Plan for any prior
pensionable serxrvice after 1965 includ=ad in the
election. All contributions are increased by
simple interest at the rate c¢f 4% per annum from
the middle of each fiscal year of prior service to
the date of eléction.

If a contributor fails to make an election in
respect of a period of pricr crensionable service
within the prescribed time, he may do so at any
later time while still a membexr of the Force
provided that Hhe is in good health at the date of
election. Howevexr, the rate of pay us=d in
determining the contributions foxr such prior
service will be the rate of pay authorized to be
paid to the contributor at the time he makes his
a2lection.

Contributions in respect of prior service may be
paid in a lump sum, or by monthly instalments,
payable for 1life, or for a period ceasing ugcn
death or completion of a fixed numker of vyears,
whichever 1s earlier. Monthly instalments are
computad on the basis of the Canadian Iife Takle
No. 2 (1941), Males or Females, as the case may be,
and interest at 4% per annum.

2. By Government

The Covernment makes credits to the Account as follows:

(@)

In each quarter such multiple of the total amcunt
paid into the said Account durxing the preceding
quarter by way of contributions in respect of
current services and past sexvices rendered by
contributors as is specified by .the Minister of
Finance. During the pericd under review, a
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(c)

(d)
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multiple oOf 2.0, as recommended in the report on
the 1974 actuarial valuation was specified.

Following authorization of any Fpay 1increase
applicable to at least one per cent of the members
of the Force, an amcunt rerresenting the_increase
in the actuarial liability for Dbenefits resulting
frcm that pay increase. The amount so credited is
charged to '"unamortized portions of actuarial
deficiencies" and 1is amortized to expenditure in
five egual annual instalments ccormencing in the
fiscal year in which the rpay incrsase was
authorized. In accordance with the recommendaation .
in the report on the 1974 actuarial valuation, the
amount credited after March 31, 1978 was 1.6 times
the amount <¢f increase in the effective annual
payroll in excess of 5.5% p.a. at the date of
increase; until that date the amount credited was
based on the total increase.

Following the laying before Parliament of any
actuarial report, an amount which in the opinicn of
the Minister of Finance is required, in addition to
the amount then to the credit of the said account,
to meet the cost of the Lkenefits pavable from the
Account. The amount so credited is treated in a
fashion similar to the one descriked above for the
special credits related to pay increases.

In each fiscal wvyear, in its role as custodian of
the Account, an amount representing interest on the
balance in the Account from time to timee,
calculated at the interest rate assumed in the
preceding actuarial valuation and at such
"supplementary" rate as might Le rrovided by
regulaticns. The Minister may apply . the
"sypplementary" interest to reduce the instalments

described—in—(b)—and—(c)-above. —Further-details
are given in Section III B of this report.
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Summary of Benefits

(The explanatory DNotes referred to in the following summary
are given in Secticon D c¢f this Appendix.)

1. Contributors who hold a rank in the Force

Pericd of Servics (Necte 1)

"Under 10 years

Type of of service in 10 or more years of
Termination the Forcex* service in _the Force*
Retirement Return of contri- Immediate annuity
because of age butions (Note 3), (Note 5)

(Note 2) or Cash termin-

ation allowance
(Note 4), which-
ever 1is the

greater
Comgpulsory Return of contri- 1) Wwith 10 to 20 years
retirement tc buticns at option of contri-
promote economy _ butor: return of
or efficiency contrirtutions,
in the Force deferred annuity
{Note 6), or reduced
annuity (Note 7)
2) With 20 or more years:
immediate annuity
Compulsory Return cf contri- Return of contributions,
retirement butions, or in the or in the discretion of
tecause of discretion of the Treasury Board {Note 8)
misccnduct Treasury Board
(Note 8) cash (i) 1f the contributor
termination has reached retire-
allowance if the ment age: immediate
ccntrikutor has annuity
reached retirement
age {(ii)if the contributor

has not resached
retirement age:
deferred annuity,
reduced annuity
(immediate) , or
immediate annuity

A contributor must have 10 or more y=ars of pensionabls
service tc qualify for a benefit other than a return
of cecntrikuticns.



Typé of
Terminatiocn

vVoluntary
retirement -
contributcrs
other than
of ficers

Voluntary
retirement -
officer
contributors
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Under 10 vears
of service in
the Force

Return cf contri-
butions

Return of contri-
butions

10 or mora years of
service in the Force

1)

1)

2)

3)

Compulsory
retirement
because of
disacility

Under 10 years
of pensionable
service

Return of contri-
butions, or Cash.
termination
allcwance, which-
ever is greater

With 10 to 20 years,
at ortion of contri-
butor: return of
contrikutions, or
deferred annuity

With 20 to 25 vyears:
annual allowance
{Note 9)

With 25 or more
years: immediate
annuity

With 10 to 20 years:
Return of Contri- ’
butions

With 20 to 35 years,
unless qualified in
{3) kelow, at option
oI contrikutor:
return of contri-
butions, deferred
annuity, or annual
allowance (Note 10)

With 30 or more years
of pensicnable
service at age 55 or
older: immediate
annuity

4) With 35 or more years:

immediate annuity

10 or more years
of pensionatle
service

Immediate annuity
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2. Contritutors who do not hold a rank in the Force

Tyée of
Termination

Retirement
recause of
age (Note 2)

Compulsory
retirxement
tecause of
disability

Compulsory
retirement
because of
misccnduct

Retirement
for any other
reason

Under 5 years of
pensionable
service

Raturn cf contri-
butions

Return cf contri-
butions or Cash
termination
allowance, which-
ever 1s greater

Return of contri-
butions

Return of contri-
butions

5 or more vears of
pensionakle s=srvice
(Note 1}

Immediate annulty

Immediate annuity

Return c¢f contri-
butions or in the
discretion of the
Treasury Roard {(Note 8)

(i) if the contributor
has reached retire-
ment age: immediate
annuity

(ii) if the contributor
has not reached
retirement age:
deferred annuity,
annual allowance
{(Note 10) or
immediate annuity

1) With less than 5 years

of service in the
Force: return of
contributions



Type of
Terminaticn

Retirement
for any other
reason
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Undér 5 years of
pensionable
service

5 Or more years of
pensionakle service
(Note 1}

Return of contri-
butions

2} With more than 5 years
of service in the Force

~(a) with 35 years or
more service in
the Force: .
immediate annuity

(b} with 30 or more
vears of pension—
akle service at
age 55 or older:
immediate annuity

{c) in all other cases,
at the option of
the contributor, a
deferred annuity
or one of the
following benefits:

(1) with 25 or
more years
of pensionable
service at age
50 or older:
immediate annual
allowance

(ii)if compulsorily
retired at age
55 or older with
10 or more years

_ _of serwvice in _ —

service in
the Force:
immediate annual
allowance.

(iii) in all other
cases 1if age
50 or over:
immediate annual
allowance, or
if under age
50: deferred
annual
allowance
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All Active Conktributors

eligikle

children under otherwise to
age 25 (Ncte 11) estate

3.

Under 5 vyears of
Type of , pensionable 5 or more years of
Termination service pensionakle service
Ceath leaving Return cf contri- Return of ccontributions
‘no Srouse or butions to nomi- or five times the annuity

nated keneficiary, to which contributor

would have keen
entitled, whichever is
greater (Note 13)

Return of contri- Annual allowance to

Death leaving
spouse and/or butions, or an surviving spouse and/or
eligible amount egual to children (Notes 12 and 13)

children under
age 25 (Ncte 11)

pensionable

one month's pay
for eacl year of

service, whichever

is greater

Former contrikutors entitled to immediate
annuities, annual _allowances or deferred annuities

Tvpe of termination

Deatl leavirg nc
spouse or eligible
children under age
25 (dote 11)

Death leaving sgouse
and/or eligible
children under age
25 (Note 11)

Benefit

Residual benefit {Note 13)

Annual allowance to
surviving spouse and/or
children (Notes 13 and 14)
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Explanatory Notes t& Summary of Benefits$ in Section C of
this Arpendix (akove)

Note 1

1.

Service in the Force

For purposes of the plan, "service in the Fozrce"
includes any pericd cf service as a special constable of
the Force before the date on which the Act came into
force and any gpericd of service . as a member of a
provincial or municipal police force that has been taken
over by the Force.

2. Pensionatle Service

Pensionable service is described in detail in the Act.
In general, the pensionable service o0f a contributor
includes any pericd of "service 1in the Force!" (see
above) for which he has contributed or has elected +to
contribute. It may also include cther periods of prior
service not in the Force for which he has elected to
contrikute in accordance with the grcovisions of the Act,
namely:

(a) a period of service
{1) on active service in the armed forces during

World War I or World War II,

(ii) in the Canadian Army Special Force established
in 1950, ,

(iii)in the regular forces,

(iv) in forces raised by Canada other than the
regular fcrces, provided that such service was
full-time service lasting <£fcr six months or
more, and

(v) a period of full-time paid employment in the Public
Service,- — :

(c) a periocd cf service as a former member of the Houss
of Commons or as a former Senator in respect of
which he made contributions under the Members of
Parliament Ret iring Allowances Act.

Note 2

In this summary, "retirement because of age" means ceasing to

"ke a member. of the Fcrce cn or after reaching the prescribed

retirement age applicakle to the memker's rank, or at age 50
or above in the case o©of a «civilian member, providsd the
contributcr is not being retired kecause of disability or
misconduct. The retirement ages prescribead in the
regulaticns are shown belcw:
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Rank Retirement Age
(@) Commissicner 62
(£) Ceputy Commissicner ' 61

{c) All other officers and
all members of the
Force nct holding a
rank in the Force 60

{d) Corgps Sergeant Major
staff Sergeant Major
Sergeant Ma jor
Staff Sergeant 58

(e) Sergeant 57

(f) Corporal, Constarle,
Special Constakle,
Marine Constable 56

"Return of Contributilions" means payment of an amount egqual to
the total current and prior service contributions paid by a
contriktutcr rplus interest at the rate c¢rf 4% per annum to
December 31st of the year immediately preceding the year the
contrikbutcr <ceased to be a member of the Force. Interest is
credited each Decemker 31st (beginning in 1574) on the
accumulated contributions with interest as at the preceding
Decemker 21st. '

Note 4

"Cash termination allowance™ means an amount equal to cne
month's pay at the rate cf pay authorized to be paid to the
contributor at date of termination, multiplied by the number
of vyears of pensionable service +tc¢ the «credit of the
contributor, minus in all cases (except termination due to
death) the total reduction in his contrikbutions as a result
of integraticon of the Plan with the Canada Pension Plan.

"Immediate annuity" means an annuity that becomes payable
immediately ugon ‘termination. The annual amount of the
annuity is equal to 2% of the contributor's average annual
pay in respect of any selected six-year pericd of pensionable
service gmultirlied by his number of years of pensionakble
service, not exceeding 35. If a contributor has reached age
65, or if he is entitled to a disability pension under the
Canada Pension Plan, the amount of the annuity to which he is
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entitled under the Act  is reduced by 0.7% of his average
annual pay used in d&€terrining the amoéount of the annuity, not
exceeding the "Average Maximum Pensionable Earnings"
multiplied by the number of years of pensionable service
after 1965 or after he attained age 18, whichever is later,
ktut not exceeding 35 vyears. "Average Maximum Pensionakle
Farnings" 1s the average of the Year's Maximum Pensionable
Earnings, as defined in the Canada Pension Plan, during the
contributcr's last 3 vyears of service. 2all annuities ar=
normally payable in egqual monthly instalments in arrears
until the end of the month in which the contributor diss.

"Deferred annuity" means an annuity that becomes payable upon
attainment of age 60. The annual payment is determined on
the same kasis as for an immediate annuity.

If a former member entitled to a deferred annuity becomes
disabled Lkefore his deferred annuity commences, his
entitlement changes from a deferred annuity to an immediate
annuity £cr the same amcunt.

"Reduced immediate annuity" means an immediate annuity,
determined as in Note 5, reduced during the period prior +to
age 65 kut not thereafter by 5% for each full year not
exceeding six by which the period of the memkter's service in
the Force is less than 20 years.

This type of annuity may be chosen by a ccntrikutor who holds
a rank in the Force with 10 but less than 20 years of service
in the Force: '

a) if Fe 1is cocmpulscrily retired prior tc¢ his normal
retirement age due to a reduction in the Force, or
b) at the discretion of the Treasury Board, 1if he is
e @OMB UL SOELLY-retired-to-promote —economy or —efficiency
(Note 8) . '
Note 8

In the <case cf ccmpulscry retirement because of misconduct,
the contributor is entitled to a return of contributions or,
in the discretion of +the Treasury Board, the whole or any
part specified by the Treasury Board of the kenefits. to which
he would have been entitled by reason of his age and length
of service 1if he had been retired kecause of age,
compulsorily retired tc promote economy or efficiency or, in
the case of a civilian menber, retired fcr any other reason.
In no case, however, shall the «capitalized values of any
reduced benefit (based ky Regulations on the a(f) and a (m
ultimate mortality table and an interest rate of 4%) be less
than the return cf ccntributions.
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"Annual allowance" in the case of a contributcr other than an
officer or a civilian merber, means an immediate annuity,
reduced by 5% for each full year ky which (a) the period of
his service in the Force is less than 25 years, or (D) his
age at time of retirement is less than the retirement age
applicable tc¢ his rank, whichever is the lesser.

"Annual allcwance" 1in the case of an officer or a c¢iviliian
member means an optional annuity payable immediately or when
the contributcr attains age 50, if later. The amount of the
allowance is equal to the amount of the deferred annuity to
which he is entitled reduced by 5% of such annuity multipli=d
by (a) the greater of 55 minus his age and 30 minus the
number of vyears of pensionable service, if the contributocr
had more than 25 years of pensionable sexvice and attained
age 50, (b) 30 minus the number of years of pensionakcle
service, in the case of a civilian contrikutor compulsorily
retired <£for any reason at age 55 or clder with 10 y=ars of
service in the Force, or (c) 60 minus his age, in every other
case. However, the reduction in (k) may ke waived by the
Treasury Foard. Age and service are expressed in the nearest
one-tenth cf a year.

If a former contributor entitlied o an annual allowance
commencing at age 50 beccmes disabled before resaching age 50,
his entitlement changes from an annual allowance deferred to
age 50 to an irmediate annuity.

This type of annuity may be chosen by

(a) an officer who retires voluntarily and has 20 or mors
years of service in the Force and is not entitied to a
full immediate annuity Ly reason of having 35 years of
service in the Force or having attained age 55 with 320
or more years of pensionable service; '

{b) a civilian merker who retires for any reason other than
disakbility or misconduct with 5 years of service in the
Force and 5 vyears of ©pensionable service and is not

“entitled to a full immediate annuity.

Note 11

W"Eligible children under age 25" includes all children of the
contributcr under age 18, and any child c¢f +the contributor
over age 18 and under age 25, unmarried and in full-time
attendance at a schocl c¢r university, having been 1in such
attendance substantially without interruption since he or she
reached age 18 or the ccntributor died, whichever occurred
later.



42~

Note 12
"Annual allowances" to surviving spouses and children are
determined with reference to a basic allowance. The M"pasic

allowance" is equal to 1% of the average annual pay of the
deceased contributor in respect of any selected six-year
period of vpensionable service multiplied Lty the number of
vears of psnsionable service, not exceeding 35.

A surviving spouse is entitled to an "annual allowance" equal

to the lasic allowance except under the  following
circumstances:
a) If the age of the contributor exceeded that of the

surviving srouse by 20 or more years, the allowance is
reduced as prescriked by regulation.

k) If the contributor dies within one year after marriage,
no allowance is payable to the surviving spouse 1f +the
Treasury Board is not satisfied that the contributor was
at the time of marriage in such a condition of health as
to justify his or her having an expectaticn of surviving
for at least one year thereafter.

C) 1f a surviving spouse remarries, crayment of +the
allowance is suspended but is resumed in the event of
the dissclution or annulment of that marriage or the
death of the new spouse by that marriage. In lieu of
any further claim +tc¢ the payment of the allowance, an
amount equal to the return of contrikutions less the
total amcunt of benefit payments mads to the contributor
and to the surviving spouse and children may be paid +to
the surviving spouse any time before the dissolution or
annulment of that marriage oxr the death of his or her
spouse Ly that marriage, 1if there is no child of the
contributor entitled to an allowance.

The —"annual —allowance" to-an—eligible-child—is—equal—to—20%

of the basic allowance or, if the contrikutor died leaving no
spouse or the spouse 1is dead, 40% of the kasic allowance,
provided that the total amount of allowances +to children
shall not exceed four +times the allowance to an eligikle
child as applicable in each case, and such maximum allowance
is apporticned among the eligible children. Allowances ar=2
not pavable to children of a surviving spouse WwWho 1s not
entitled to an allcwance under the circumstances indicated in

(b) above.

An allowance to the widower of a female contributor is
payable only if the contributor was a member of the Force on
or after LCecemkber 20, 1975.
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Note_13

If, upon the death of a contributor, there is no person to
whom an allowance prcvided under the terms of the Act may be
paid, or 1f the persons to whom such allowances may be paid
die or cease tc ke entitled thereto and no other amount may
be paid tc them, a residual death benefit may ke payable. In
the case cf any contrikbutor who was not a member of the Force
on or after December 20, 1975, such benefit is payable to the
estate and is equal to the excess, if any, of the "rsturn of
contributions'" over the aggregate of all amcunts paid to the
contributcr, the surviving spouse and eligible children. In
the case of a contrilkutor who was a memker of the Force on or
after that date, the benefit is payable to the beneficiary if
one has been nominated by the contributcr or ctherwise to the
estate anc¢ 1s equal to the greater of the benefit stated
above and the amount obtained by substituting "five times the
annuity tc which the contributor was or would have Dbeen
entitled at his death" for the "return of contributionsv.
Under most circumstances, five times the annuity will excesed
the "return of contributionst'.

Note 14

The annual allowances payable to a suxviving spouse and/or
children cn the death of a fcrmer contributor who has become
entitled to an immediate annuity, an anmual allowance, or a
deferred annuity, are determined in the same mannsr and ar=
subject to the same conditions as described in Note 12.

However, the surviving spouse of a person who was over 60
years of age at the time of such person's marriage and,
except as provided in the regulations, a child who was bcrn
to or adorted by a fcrmer contributor or who Dbecame a
stepchild of such person at a time when that gperson was over
60 years cf age, ars not entitled to annual allowances unless
that person was or became a contributor after that time.



'Rate of Annual Tncrement in Pay

Promotional Salary Scale

- 44 -

APPENDIX 3

Attained - Attained Attained . : :
Age Rate T Age Rate ’ Age Rate
18 0.067 32 0.017 46 0.009
19 0.060 33 0.017 47 ‘0.0ll
20 0.058 34 0.017 48 0.012
21 0.055 35 0.016 49 0.010
22 0.046 36 0.016 50 . 0.008
23 0.035 37 0.016 51 0.010
24 0.026 38 (.016 52 0.018
25 0.020 39 0.016 53 0.029
26 0.018 40 0.016 54 0.034
27 0.017 41 0.015 55 0.029
28 0.016 42 0.014 56 0.018
29 0.016 43 0.012 57 0.008
30 0.017 44 0.009 58 0.003
31 0.017 45 0.008 59 0.001

.Equivalent Level Annual Rate of Increment in Pay

Duration of Service

Age 5 10 15 20 25 3 35 40
20 0.044 0.030 0.026 0.024 0.021 0.020 0.020 0.019
25 0.017 0.017 0.017 0.016 0.015 0.016 0.015
30 0.017 0.017 0.016 0.014 0.015 0.015
35 0.016 0.015 0.013 0.015 0.014
40 0.013 0.012 0.014 0.014
45 0.010 0.015 0.014
50 0.020 0.016
55 0.012
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APPENDIX 4

Rates of Decrement for Active Contributors

Return of

Age Contributions Disability Retirement Mortality
18 .05025 - .00613 .00047
19 04402 .00511 .00049
20 .03917 ©.00411 , .00050
21 .03587 .00310 .00052
22 ©.03371 - 00200 .00054
23 .03219 -Q0150 .00057
24 .03094 .00100 .00059
25 - .02975 .00050 ~ ' .00062
26 .02853 .00030 .00065
27 .02727 .00020 , .00068
28 .02595 .00020 .00072
29 .02452 .00020 .00076
30 .02291 .00030 .00081
31 .02108 .00030 .00086
32 .01909 . 00040 : .00092
33 . .01704 .00040 - , .00098
34 .01502 .00050 ' .00105
35 .01309 .00051 . : .00112
36 .01123 .00062 .00120
37 .00936 ©.00072 .00130
38 .00758 .00082 .04313 .00140
39 .00600 .00092 .03493 .00151
40 .00477 .00112 .03210 .00163
41 .00397 .00132 .04419 .00179
42 .00353 ‘ .00163 .06300 .00200
43 .00337 .00183 .08321 .00226
44 .00353 .00203 .09787 .00257
45 .00414 .00232 .09773 - .00292
46 .00533 .00252 .09240 .00332
47 .00694 .00272 .08900 .00375
48 .00867 .00293 .08739 .00423
49 .01026 .00323 .08800 .00474
50 .01142 .00362 .09067 .00529
51 .01195 .00422 .09684 .00587
52 .01203 .00483 .11042 .00648
53 .01185 .00570 .13962 .00713
54 .01142 .00682 .18127 .00781
55 .01066 .00822 .23807 . .00852
56 .00935 .01030 .29530 .00926
57 .00750 .01324 .33830 .01004
58 .00539 .01670 .36935 .01089

59 .00332 - .02120 .38480 .01192
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APPENDIX 5

Rates of Mortality assumed for former contributors and spouses
entitled to annuities or annual allowances

and

Annuity Values based on this Table with interest at 6.57 per annum

Value of Annuity of $1.00 in

Mortality Value of Annuity first year, increasing at the

Age Rates of $1.00 per arnum ‘implicit rate of inflatiom (3.5%)*
Male Female Male Female _Male Female
30 .0008  .0004 15.078 15.510 24,881 26.570
35 .0011  .0007 14.671  15.233 23.456 25.361
40 .0016  .0009 14.143  14.870 21.851 23.992
45 .0029  .0014 13.471  14.400 20.068 22.448
50 .0053  .0021 12.669 13.798 18.163 20.721
55 .0085 ~ .0032 11.737 13.032 16.171 18.802
60 .0131 " .0055 10.650 12.072 14.085 16.697
65 .0213 .0096 9.419 10.922 11.960 14.459
70 .0361  .0165 8.129 9.571 9.925 12.126
"""" 75  .0553 .0324  6.889  8.127 8.106  9.868
80 .0874  .0561 5.678 6.748 6.464 7.877
85 .1301  .0892 4,678 4,975 5.177 6.163
90 .1795  .1386 3.859 4,307 4,170 4,692

* Used for calculations reported in Appendix 1
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APPENDIX 6

Assumed Rates of Remarriage for Surviving Spouses

Widows
Age at Select Rates
becoming Year of Widowhood Attained Ultimate
widow " lst yr. 3rd yr. " 5th yr. Age - Rates*
25 .050 .148 - .132 30 .061
30 ' .029 ' .086 ’ .076 35 .040
35 .018 .048 .042 40 .025
40 .011 .027 .023 45 .014
45 .006 015 .012 50 .008
50 .004 .008 .006 \ 55 .004
55 .002 004 .003 60 .002
Widowers
Age at Select Rates
becoming Year of being a widower Attained Ultimate
widower 1st yr. 3rd yr. Sth yr. Age Rates®
- 25 .071 .258 .258 30 .198
30 .065 .215 .198 35 .139
35 ' 047 .130 .116 40 .094
40 .031 .078 .069 45 .059
45 .019 . 048 . 040 50 .027
50 .013 .028 .022 55 .014
55 .008 .014 011 60 .009

* Rates are duration-specific (select) for 14 years for widows,
5 years for widowers.



" APPENDIX 7

Proportion of Deceased Contributors Leaving Eligible Spouses
: and
Average Age of Spouse Corresponding to Age at Death
of Contributor or Former Contributor

Proportion Leaving

Age at Death | " Eligible Spouses Average Age of Spouse
20 | : 0.175 20 20
25 0.550 24 26
30 0.839 29 31
35 0.896 ' 34 37
40 0.919 ~ | 38 42
45 0.957 43 48
50 0.963 47 53
55 0.965 52 59
60 | © 0.964 | 56 64
65 '0.792 61 70
70 ~0.729 o 65 76
75 0.635 69 83
80 0.513 73 91
85 0.378 i | 76 96
90 ‘ 0.251 78 101
95 0.129 79 106

100 0.012 80

111



Atzgzned 0-4 5-9 10-14 | 15-19} 20-24| 25-29| 30-34]  35-39| Total
2 2
15-19 15,042 15,042
1,348 66 1,414
20-24 17,921| 21,255 18,076
1,329 2,527 33 3,934
25-29 18,812 21,603 | 21,573 20,660
390 1,346 2,278 | 29 4,043
30-34 19,503 | 21,760 | 23,023 | 22,704 22,261
97 189 597 1,325 74 2,282
35-39 19,649 | 20,920 | 23,542 | 24,966 | 25,916 24,063
81 71 47 339 1,037 50 1,625
40-44 18,412 | 21,363 | 23,673 | 25,310 | 27,129 | 26,952 25,953
58 89 | 26 34 215 485 26 933
45-49 17,905 | 20,631 | 23,029 | 23,864 | 27,057 | 29,353 | 30,385 26,933
: 30 71 17 15 31 138 50 7 359
50-54 1 19,000 | 20,303 | 21,221 | 21,624 | 23,829 | 28,449 30,729 | 32,767 | 25,424
6 30 8 10 6 11 11 3 85
55-59 18,420 | 20,206 | 23,532 | 19,706 | 20,666 | 22,104 | 27,824 22,784 | 21,689
1 3 1 5 2 1 0 0 13
60=64 17,532 1 22,276 | 21,552 |23,095 | 21,090 | 15,576 0 0 |21,473
3,342 4,437 3,007 1,757 1,365 685 87 10 | 14,690
TOTAL 18,530 1 21,563 | 23,111 24,910 | 26,940 | 28,859 30,259 | 29,772 122,487
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* APPENDIX 8A

Active Contributor Display (Males)

Number of Contributors

Average Salary on Dec:3l,'l979

Attained Service

Average Age: 33.2 years  Average Service:

11.0 years
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APPENDIX 8B

Active Contributor Display (Females)

Number of Contributors

Average Salary on Dec 31, 1879

Attained Service

Attained

Age 0-4 5-9 ‘10-14 15-19 20-24 25-29 30-34 35~39 Total
2 2
15-19 16,596 16,596
225 5 230
20-24 16,807 16,080 16,791

25-29
260 90 2 352
25-29 17,858 | 18,963 | 20,586 18,156
75 35 30 1 141
30-34 17,546 19,531 | 19,603 20,112 18,495
25 14 6 3 0 48
35-39 17,166 18,023 21,624 17,776 0 18,012
16 21 8 > 10 1 61
40-44 16,090 18,771 17,817 18,763 20,896 17,028 18,262
: 21 11 9 5 5 2 1 54
45-49 15,642 19,829 19,269 19,934 21,118 19,086 20,760 18,226
4 6 5 5 8 1 0 0 29
50-54 16,050 16,970 20,273 17,297 19,562 22,164 0 0 18,363
1 5 11 3 4 3 1 1 29
55-59 14,256 17,885 18,847 18,160 19,236 16,280 20,760 | 20,760 18,372
1 2 2 0 1 0 0 0 6
60~64 16,608 19,896 25,830 0 15,420 0| 0 0 20,580
630 189 73 22 28 7 = 2 T 952
TOTAL 17,276 18,869 19,662 18,541 20,121 18,029 20,760 20,760 17,905

Average Age: 31.0 years Average Service: 5.3 years
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Rétired Contributors

Distributicn by Age Showing Amount of Pension at Date of Valuation

Other Than Disability Pensions Disability Pensions

Number of Pensioners Annual Pension ‘Number of Pensioners Annual Pension

Male Female Total RCMPSA SRBA Male Female Total RCMPSA SRBA
30-34 6 0 6 21,402 2,425 1 1 2 6,792 609
35-39 23 0 23 53,897 23,688 3 0 3 6,144 4,448
40-44 164 1 165 982,071 193,397 8 0 8 39,180 14,390
45-49 575 0 575 4,309,335 1,339,359 19 0 19 112,020 38,968
50-5¢4 274 1 275 1,978,300 826,255 17 2 19 90,312 45,165
55-59 149 6 155 1,198,565 547,001 10 4 14 57,396 34,628
'60~64 125 9 134 905,384 537,611 14 1 15 61,548 53,243
65-69 127 9 136 618,549 577,253 4 0 4 7,740 10,052
70-74 64 3 67 226,737 265,306 1 - 0 1 1,812 2,908
75-79 25 1 26 . 83,880 115,037 -0 0 0 0 0
80-84 4 0 ‘ 4 7,860 13,020 1 0 1 2,616 4,467
85-89 20 2 3,420 5,865 0 0 0 0 0
90-94 1 0 1 2,532 4,739 1 0 1 1,116 2,089

TOTAL 1,539 30 1,569 10,391,932 4,450,956 79 8 87 386,676 210,967

NOTE: RCMPSA benefits deferred to age 60 as well as SRBA benefits deferred to the
earlier of 60 and 'Rule of 85' are included in the values. Benefit amounts
reflect benefit adjustments as at December 31, 1979 based on the type of
retirement code and CPP offsets for ages greater than 64.



" APPENDIX 9B

" Surviying Spouses Eligible for Allowances

Distribution by Age Showing Annual Allowances

Number Annual Allowance
of

Age Spouses RCMPSA . SRBA
20-24 1 996 1,864
25-29 4 3,576 4,329
40=-34 6 7,344 9,735
35-39 13 26,664 39,528
40-44 31 60,600 79,600
45=49 27 65,592 63,838
50-54 12 24,252 23,037
55-59 19 40,824 50,024
60-64 33 64,884 75,932
65-69 27 44,928 60,665
70-74 32 44,976 64,021
75-79 11 10,620 17,850
80-84 4 5,760 9,175
85-89 3 5,304 7,115
TOTAL 223 406,320

506,713



