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Pursuant to Section 26 of the Judges Act, I am now tabling the Report and Recommendations 
of the 1992 Commission on Judges' Salaries and Benefits, appointed on September 30, 1992, 
to inquire into the adequacy of the salaries and other amounts payable under the Act and into 
the adequacy of judges' benefits generally. In accordance with Standing Order 32(5) of the 
House of Commons, this document shall be deemed to be referred to the Standing Committee 
on Justice and Solicitor General. 

The Minister of Justice and 
Attorney General of Canada 
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1992 COMMISSION ON JUDGES' SALARIES 
AND BENEFITS 

I. BACKGROUND 

Members: Purdy Crawford (Chairperson) 
Jalynn H. Bennett 
John G. Goodwin 
Yves Guérard 
Kitty Heller 

Executive Secretary: Harold Sandell 

Terms of Reference 

The 1992 Commission on Judges' Salaries and Benefits was appointed on September 30, 
1992, by the Honourable Kim Campbell, then Minister of Justice and Attorney General of 
Canada, pursuant to subsection 26(1) of the Judges Act, and was given the following terms of 
reference: 

"The Commission shall, pursuant to section 26 of the Judges Act, inquire into the 
adequacy of the salaries and other amounts payable under the Act and into the 
adequacy of judges' benefits generally. 

Without restricting the generality of the foregoing, the Commission shall inquire 
into and report on the following matters: 

1. the adequacy of judges' salaries, allowances and benefits, taking into account the 
principle of judicial independence, comparative factors, the general Canadian 
economic situation and the ability to attract qualified candidates for judicial office; 

2. how judicial annuities can be harmonized with the Income Tax Act with respect to 
the establishment of a registered pension plan and retirement compensation 
arrangement; 
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3. how judicial annuities can be harmonized with federal pension benefit standards; 

4. how the current provisions respecting supernumerary judges might be modified to 
better ensure achievement of the benefits that supernumerary judges can provide; 

5. the adequacy of existing provisions in the Judges Act regarding resignation on the 
basis of permanent infirmity; and 

6. the projected costs of the Commission's recommendations. 

The Commission shall report to the Minister of Justice by March 31, 1993." 

Meetings and Conference Calls 

The Commission held meetings and/or telephone conference calls as follows: 

October 25, 1992 - Toronto 
November 11, 1992 - Montreal 
December 11, 1992 - Telephone conference 
December 17, 1992 - Ottawa 
December 18, 1992 - Ottawa 
January 16, 1993 - Ottawa 
February 6, 1993 - Montreal 
February 21, 1993 - Toronto 
March 12, 1993 - Toronto 
March 18, 1993 - Telephone conference 

Notice to the Public, Submissions and Hearings 

The Commission published a Notice in newspapers across Canada, inviting written 
submissions and presentations at oral hearings, in either official language, concerning matters 
within the Commission's terms of reference. Specific notice was also sent to a number of 
interested organizations and individuals, including all of the provincial and territorial Ministers 
of Justice and Attorneys General. 
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Copies of the Notice in English and French are reproduced as Appendix A. The Notice 
was published in the following newspapers: 

St. John's Evening Telegram 
Charlottetown Guardian 
La Voix Acadienne 
Halifax Chronicle-Herald 
Le Courrier 
Saint John Telegraph Journal 
L'Acadie Nouvelle 
Le Soleil 
La Presse 
Montreal Gazette 
Le Droit 
Ottawa Citizen 
The Globe and Mail 
The Toronto Star 
The Lawyers Weekly 
Winnipeg Free Press 
La Liberté 
Regina Leader Post 
Saskatoon Star-Phoenix 
Journal L'Eau vive 
Calgary Herald 
Edmonton Journal 
Le Franco-Albertain 
Vancouver Province 
Le Soleil de Colombie 
The Yellowknifer 
Whitehorse Star 

Written submissions were received from the organizations, groups and individuals listed 
in Appendix B. 

A public hearing took place on December 17, 1992, in the Centennial Room of the 
Government Conference Centre, 2 Rideau Street, Ottawa. The following groups and 
organizations, with the counsel indicated, made oral presentations to the Commission: 

1. The Joint Committee on Judicial Benefits of the Canadian Judicial Council and the 
Canadian Judges' Conference. 

Counsel Appearing: L. Yves Fortier, C.C., Q.C., Montreal 
Wilfrid Lefebvre, Q.C., Montreal 
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2. The Ontario Superior Court Judges' Association. 

Counsel Appearing: Brian P. Bellmore, Toronto 

3. The Canadian Bar Association Standing Committee on Pensions for Judges' Spouses 
and Judges' Salaries. 

Counsel Appearing: The Honourable Paule Gauthier, P.C., O.C., Q.C., Québec City 
(President of the Association) 
Donald R. Cranston, Edmonton 
(Chairman of the Standing Committee) 

Previous Cœmnittees and Commissions 

The 1992 Commission on Judges' Salaries and Benefits is the seventh federal committee 
or commission established in recent years to inquire into and make recommendations to the 
Minister of Justice with respect to judicial salaries, allowances and benefits. It is the fourth 
Triennial Commission appointed pursuant to subsection 26(1) of the Judges Act. 

In September 1974, a Special Advisory Committee, chaired by the Honourable Mr. 
Justice Emmett Hall, a retired member of the Supreme Court of Canada, reported to the 
Minister. The Dorfman Committee on Judicial Compensation and Related Matters was chaired 
by Irwin Dorfman, Q.C., and reported to the Minister in November 1978. The de Grandpré 
Committee on Judicial Annuities, chaired by Jean de Grandpré, Q.C., reported in December 
1981. The 1983 Commission on Judges' Salaries and Benefits, which was the first of the 
Triennial Commissions established pursuant to subsection 26(1) of the Judges Act, was chaired 
by the Honourable Otto Lang, P.C. , Q.C. , and it reported to the Minister in October 1983. The 
1986 Commission on Judges' Salaries and Benefits, which was the second Triennial 
Commission, was chaired by H. Donald Guthrie, Q. C. , and reported to the Minister in February 
1987. The 1989 Commission on Judges' Salaries and Benefits, which was the third Triennial 
Commission, was chaired by E. Jacques Courtois, Q.C., and reported to the Minister in March 
1990. 

Acknowledgements 

The Commission wishes to thank Pierre Garceau, Q.C., Commissioner for Federal 
Judicial Affairs (Ottawa), and the members of his staff, in particular Ginette Beauparlant and 
Wayne Osborne, for their support throughout the Commission's mandate. 
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We also thank Bernard Dussault, F.S.A., F.C.I.A. , Acting Chief Actuary; Claude 
Gagné, F. S . A. , F. C .I. A. , Director, Government Services Division; and L.M. Cornelis, F. S . A. , 
F.C.I.A. , Chief, Government Services Division, all of the Office of the Superintendent of 
Financial Institutions (Ottawa), as well as Marc-André Paradis, F.S.A., F.C.I.A., and Luc St. - 
Pierre, M.Sc.I.R. , both of Sobeco Ernst & Young (Montreal), for their valuable actuarial and 
costing assistance. 

The Commission was extremely fortunate to have had Harold Sandell of the Department 
of Justice in Ottawa assigned to it as Executive Secretary. Mr. Sandell's enthusiastic and 
dedicated service, together with his comprehensive knowledge of the Canadian legal and judicial 
systems, made it possible for us to complete our report within the legislated time limit. We are 
indeed grateful to Mr. Sandell for his able assistance. 
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II. INTRODUCTION 

The Triennial Commission is a contributor to a process by which the remuneration of 
federally appointed judges is determined and implemented. The role of the Triennial 
Commission in that process is to examine the state of judicial salaries, pensions, allowances and 
benefits and then make recommendations to the Minister of Justice of Canada regarding the need 
or the desirability of changes in the judicial remuneration package. In order for the 
Commission's recommendations or any other changes in judicial remuneration to come into 
effect, Parliament must enact the necessary legislative amendments, usually to the Judges Act. 
Once this is done, the Office of the Commissioner for Federal Judicial Affairs can then 
administer the new benefits to the judges, retired judges and survivors entitled to them. 

This complex process is designed to preclude arbitrary interference by the executive 
branch of government in the determination and granting of the judicial compensation package, 
thereby upholding the principle and strengthening the practical manifestations of judicial 
independence. 

It is perhaps advisable for the Commission to state at the outset that it views its task as 
one of major importance. We have enormous respect for the judiciary and for the fundamental 
role which it plays in the functioning of our society. Canadians have been well served by our 
judges. We are pleased to make this contribution in support of such a worthy institution. 
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III. THE REVIEW PROCESS 

The Judges Act, at section 26, imposes strict time limits on the Triennial Commission 
process. The Minister of Justice is required to appoint from three to five commissioners every 
third year "to inquire into the adequacy of the salaries and other amounts payable under [the 
Judges Act] and into the adequacy of judges' benefits generally". The commissioners are 
required within six months of their appointment to submit a report to the Minister of Justice 
"containing such recommendations as they consider appropriate" , and the Minister must "cause 
the report to be laid before Parliament" within ten Parliamentary sitting days after he or she 
receives it. 

Parliament had a clear purpose in legislating these obligatory time limits into every stage 
of the Triennial Commission process. Parliament recognized that the integrity of this full and 
independent review of judicial compensation matters would be seriously compromised without 
also compelling both the commissioners and the Minister to treat the review with the utmost 
resolve. 

It stands to reason, therefore, that the Government of the day and Parliament must treat 
the Triennial Commission's report with similar deference. The exigencies of an independent 
judiciary, which is fundamental to our democratic society, demand nothing less. Long delays 
in the introduction of legislation in response to recommendations of the Commission and further 
long delays in the enactment of any such legislation — as have occurred in the past — can be 
very discouraging to the judiciary, and over time can negatively impact on the judges' 
independence, particularly if they have to become advocates for their own cause. 

The respect shown for the concept of judicial independence in the design of the Triennial 
Commission process has been tainted by the business-as-usual attitude of successive Governments 
once the Commission reports have been presented to Ministers of Justice and tabled in 
Parliament. This failure to act with reasonable promptness cannot but lead to the entire review 
process losing credibility. This Commission notes, for example, that the legislation (Bill C-50) 
comprising the Government's response to the 1989 Commission on Judges' Salaries and Benefits 
(the Courtois Commission), was not introduced in Parliament until December 1991, and that by 
the end of the mandate of the current Commission, this relatively uncomplicated legislation had 
not yet been enacted. 

We therefore reconunend that the Government of the day state its response to the 
recommendations of a Triennial Commission, and introduce its resultant legislation, as soon 
as feasible but in any event within 20 sitting days after the expiry of a nine-month period 
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inunediately following the submission of the Triennial Commission report to the Minister 
of Justice. 

The Commission believes that it is neither desirable nor (in view of the requirement of 
section 100 of the Constitution Act, 1867) constitutional, for Triennial Commission 
recommendations to be binding on the Government. However, the process of independent 
review mandated by Parliament over a decade ago loses much of its effectiveness, and might 
even be rendered meaningless, if the Government's, or Parliament's, response to a 
Commission's recommendations is allowed to become part of the political agenda or the subject 
of partisan debate. 

We believe that Triennial Commission members should be prepared to become advocates 
for their recommendations. To this end, we reconunend that Triennial Commission members 
be called as witnesses by parliamentary standing and legislative committees to elaborate on 
and support their recon-unendations, both in proceedings where their report is being considered 
and in proceedings which are considering the Government' s legislative response to the 
recommendations. 
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IV. THE COMMISSION'S HEARING PROCESS 

Triennial Commission members, during the period of their mandate, should have access 
to the best information available concerning matters of relevance to the Commission's terms of 
reference. This Commission has benefited from having received very helpful documentation and 
background material provided by a number of federal government departments. This 
information was also provided to all the judicial organizations that made presentations at the oral 
hearing. 

We feel that receiving information of this nature would prove equally useful to future 
Triennial Commissions as well as to the judges' organizations. We therefore recœmnend that 
this briefing process, including the possibility of Department of Justice and other federal 
govermnent officials appearing at Commission hearings to present departmental positions 
on relevant issues, be encouraged and even formalized. We also recommend that the 
practice of holding open hearings be continued by future Triennial Commissions. 
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V. JUDICIAL SALARIES 

Recognition of financial security as a fundamental component of the independence of the 
judiciary dates back almost three centuries, to the Act of Settlement of 1701. The Constitution 
Act, 1867, at section 100, acknowledges the essentiality of judges' financial security by 

conferring on Parliament the duty to fix and provide judicial salaries, allowances and pensions. 
Other legislated manifestations of the importance of financial security within the context of 
judicial independence are the Triennial Commission review process, the annual salary adjustment 
(section 25 of the Judges Act) and the administration of Part I of the Judges Act by the 
Commissioner for Federal Judicial Affairs, instead of by the Deputy Minister of Justice, who 
in his or her capacity of Deputy Attorney General of Canada is a frequent litigator before the 
judges. The Commissioner for Federal Judicial Affairs reports directly to the Minister of 
Justice. 

The Supreme Court of Canada has twice underscored the necessity and importance of 
financial security within the context of judicial independence (The Queen  y.  Beauregard, [1986] 
2 S.C.R. 56, at 74- 75; Valente  y.  The  Queen, [1985] 2 S.C.R. 673, at 704). The Supreme 
Court understood financial security to include both the determinative source of judicial 
compensation — that is to say, the legislative authority for payment of judges' remuneration — 

and the level of compensation. The Court did not suggest at what level of salary financial 
security is achieved, but it is evident that the Court considered financial security to include a 
salary level that was not merely adequate, but commensurate with the status, dignity and 
responsibility of judicial office (Beauregard, p. 75). In addition to these criteria, one must 
consider the necessity, unique to the requirements of the bench, to attract recruits from among 
the best qualified and experienced individuals in the generally well-paid legal profession. 
Furthermore, the judicial salary must be sufficient to preserve and reflect the role and esteem 
which the office of judge deserves. The judge and his or her family must not only be, but be 
regarded by society to be financially secure, particularly in view of the statutory requirement (at 
section 55 and subsection 57(1) of the Judges Act) that a judge devote himself or herself 
exclusively to judicial duties and not engage in any occupation or business. 

The 1983 (Lang), 1986 (Guthrie) and 1989 (Courtois) Triennial Commissions all 
recommended that the salary level established by amendments to the Judges Act in 1975 be 
restored in relative terms by increasing salaries in accordance with the "Industrial Composite 
[now Industrial Aggregate] Index formula", as per section 25 of the Act, for each year since 
1975 to allow for inflation, with a cap of 6% and 5% in 1983 and 1984 respectively, to reflect 
the limit on salary adjustments for members of the public sector under the Public Sector 
Compensation Restraint Act (S.C. 1980-81-82-83,  C. 122). The resultant salary level is 
commonly referred to as "1975 equivalence." 
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We are of the view that the concept of "1975 equivalence" is not particularly helpful as 
a determinant of judges' salaries today. The concept of "1975 equivalence" was developed 
under circumstances that existed 18 years ago in conjunction with the introduction of mandatory 
pension contributions and prior to the introduction of automatic annual indexing of judicial 
salaries. Much has changed since 1975, not the least of which has been the Canadian economy. 
The concept of "1975 equivalence" no longer relates to empirical realities, and is in serious 
danger of acquiring the status of arbitrariness. 

We believe that an appropriate benchmark by which to gauge judicial salaries is rough 
equivalence with the mid-point of the salary range of the most senior level of federal public 
servant, the Deputy Minister 3, commonly referTed to as DM-3. As the two immediately 
previous Triennial Commissions have also indicated, the DM-3 range and mid-point reflect what 
the marketplace expects to ,pay individuals of outstanding character and ability, which are 
attributes shared by deputy ministers and judges. 

There are presently only 20 DM-3s in the entire federal public service, and they hold 
positions which generally carry very onerous operational, policy, management and budgetary 
responsibilities. They are a group whose services are immensely valuable to the country as a 
whole, and to the extent that the value of their services might be quantified with accuracy on any 
objective scale, it would appear that the same scale could quite fairly apply to superior court 
judges as well. We say this without any intention of comparing or equating judges to public 
servants for any purpose whatsoever except the stated purpose of determining an appropriate 
salary benchmark for judges that would reflect the role and esteem which judicial office deserves 
and, most important, ensure financial security and thereby contribute to judicial independence. 
Rough parity of this nature between judges and top-level public servants finds support in the 
comparative salary figures from a number of other common law industrial democracies. 

Disregarding other elements of total compensation, we note that superior court judges' 
salaries have been below the mid-point of the DM-3 salary range for all but 2 of the 18 years 
since 1975. Those judicial salaries ($155,800) are currently $500 above the DM-3 mid-point 
($155,300), which is well within the scope of rough equivalence. Having determined what we 
feel is currently an appropriate benchmark for judicial salaries, subsequent Triennial 
Commissions might re-examine the judges/DM-3 relationship in light of the future salary levels 
of both groups, without prejudicing the judges' entitlement to receive, in intervening years, 
annual salary adjustments, to a maximum of 7%,  calculated in accordance with section 25 of the 
Judges Act. 

When the salary freeze announced by the Minister of Finance on December 2, 1992, ends 
on March 31, 1995 (which assumes clause 10 of Bill C-113, the freeze legislation, will be 
enacted as tabled), the Commission sees no reason for judicial salaries to "bounce back" to 
where they would have been without the freeze unless the same salary "catch-up" is given to the 
DM-3s. 
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We therefore recommend that rough equivalence with the mid-point of the DM-3 
salary range be the appropriate benchmark by which to gauge puisne judges' salaries. 

We have examined judges' salaries in conjunction with the many other elements of the 
entire judicial compensation package, and although we are recommending that rough equivalence 
with DM-3s serve as the benchmark only for judges' salaries, we note that judges' pensions, 
allowances and other benefits, when considered in the aggregate, are certainly no less generous 
than those of the DM-3s. 

We have also examined the salaries of chief justices and of judges on the Supreme Court 
of Canada, and their relationship to the salaries of puisne judges. We do not favour fixed dollar 
differentials between the salaries of the puisne judges and these other groups of judges who are 
paid at a higher rate, but instead we are of the view that all judges should receive the same 
percentage increase whenever salaries are raised. 
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VI. CONTINUING THE SALARIES OF RETIRED JUDGES OF THE SUPRENIE 
COURT OF CANADA 

Bill C-50, introduced on December 12, 1991, is the Government's response to the 1989 
(Courtois) Triennial Commission. The Bill, which at the time of the submission of this report 
to the Minister of Justice had not gone beyond First Reading in the House of Commons, contains 
a provision which would entitle a judge of the Supreme Court of Canada to receive the incidental 
and representational allowances during the six-month period immediately following retirement 
while completing his or her judgments. The Commission fully endorses Bill C-50, including the 
above-mentioned provision. 

However, we do not recommend acceptance of the proposal that a retired judge of the 
Supreme Court of Canada receive his or her salary during the six-month judgment-writing period 
immediately following retirement. Supreme Court judges in that position should receive 
whatever support facilities and staff are necessary to assist them in their judgment-writing, as 
well as the incidental and representational allowances which Bill C-50 would provide. 

The significance of membership on the Supreme Court of Canada is recognized by the 
higher salary, and consequently the higher annuity, received by its judges. Furthermore, our 
recommendation, in Item F of Chapter X, for a 65/10 retirement option for the judges of the 
Supreme Court, recognizes the added responsibilities and workload inherent to the position. It 
seems to us that these responsibilities would normally include completing and/or contributing 
to the decisions in matters in which the judge sat in appeal. 
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VIL ANNOUNCEMENT OF THE SALARY FREEZE ON DECEMBER 2, 1992 

On December 2, 1992, the Minister of Finance, the Honourable Don Mazankowski, 
delivered an economic and fiscal statement in the House of Commons which, among other 
things, announced the Government's intention to impose a two-year freeze on judicial salaries. 
The salary freeze also applied to the Governor General, the Lieutenant Governors, the Prime 
Minister, Ministers, Members of Parliament, Senators, public servants and the employees of 
non-commercial Crown corporations. Assuming the freeze legislation as it applies to judges 
(clause 10 of Bill C-113, introduced on February 17, 1993) is enacted as tabled, it would 
override the annual salary adjustment provision, section 25 of the Judges Act, in 1993 and 1994. 

The Commission has no comments to make with respect to the appropriateness of the 
two-year salary freeze itself, since to do so would not be within our mandate. However, we 
believe that the manner in which the Government announced the imposition of the freeze on 
judges could have been more consistent with the procedures provided for in the Judges Act for 
maintaining the independence of the judiciary. 

This Commission had been appointed and was in the midst of its six-month mandate at 
the time of the announcement of the freeze. Furthermore, the next statutory salary adjustment 
following the announcement would not have been payable until April 1, 1993. That being the 
case, the Government had the option of supporting the process for maintaining judicial 
independence by presenting its proposal to freeze judges' salaries to the Commission for 
consideration and comment instead of presenting the judges, and this Commission, with a fait 
accompli. 
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VIII. REGISTERED RETIREMENT SAVINGS PLAN CONTRIBUTION LIIVLITS 

Since 1978, pension contributions made under the Judges Act have not been treated as 
reducing the amount which judges may contribute to a Registered Retirement Savings Plan 
(R.R.S.P.). Up to and including the 1991 taxation year, judges have been permitted to deduct 
from income for tax purposes not only their statutory pension contributions but also contributions 
toward an R.R.S.P. up to the self-employed limit ($11,500 for 1991). 

As a result of the coming-into-force in 1990 of the amendments to the Income Tax Act 
contained in Bill C-52 (S.C. 1990, c. 35), and in 1991 of the new section 8309 of the Income 
Tax Regulations, as of the 1992 taxation year judges lost the benefit of the higher deduction 
which had been available to them since 1978. Judges will now have the same tax-deductible 
R.R.S.P. contribution room, $1,000, that is available to taxpayers who are members of a 
Registered Pension Plan providing the maximum permissible benefits. We note that a number 
of other taxpayers in similar situations have also had their tax-deductible R. R. S . P. contribution 
room reduced to $1,000. 

The Commission is of the view that as a matter of general tax policy, all taxpayers should 
be placed on the same footing. Consequently, the unique and distinct status of judges should 
not extend to their standing as taxpayers, and their loss of the higher deduction for the 1992 and 
subsequent taxation years should be allowed to stand. We cannot say it better than Chief Justice 
Dickson did in Beauregard, at page 76: 

Canadian judges are Canadian citizens and must bear their fair share of the 
financial burden of administering the country. 

Chief Justice Dickson recognized that Parliament can construct new, and change 
established, judicial remuneration schemes and provisions, but at page 77 he qualified 
Parliament's power in this way: 

I want to qualify what I have just said. The power of Parliament to fix the 
salaries and pensions of superior court judges is not unlimited. If there were any 
hint that a federal law dealing with these matters was enacted for an improper or 
colourable purpose, or if there was discriminatory treatment of judges vis-a-vis 
other citizens, then serious issues relating to judicial independence would arise 
and the law might well be held to be ultra vires s. 100 of the Constitution Act, 
1867. 
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There is absolutely no reason to suggest that subjecting judges to the same R.R.S.P. 
contribution room and tax deduction rules as other taxpayers constitutes discriminatory 
treatment. The Commission finds no reason to make an exception for judges by continuing the 
higher deduction anomaly. Nor do we feel that judicial salaries should be adjusted to 
compensate judges for the changes in the deductibility rules. 

We recœrunend that no exception be made for judges with respect to the changes in 
the R.R.S.P. deductibility rules implemented by the amendments to the Income Tax Act 
contained in S.C. 1990, c. 35 and the regulations thereunder. 
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IX. FORMER CHIEF JUSTICES SERVING AS SUPERNUMERARY OR PUISNE 
JUDGES 

The Judges Act, at subsections 29(4) and 30(4), provides that a chief justice or chief 
judge, or an associate chief justice or associate chief judge, who elects supernumerary status 
receives the salary of a puisne judge during his or her supernumerary service. Pursuant to 
subsections 31(4) and 32(4), a chief justice who reverts to puisne status after serving as a chief 
justice then receives the salary of a puisne judge following the reversion. 

During the public hearings, the Commission was asked to examine the feasibility of 
amending the Judges Act so that a former chief justice who has elected to serve as a 
supernumerary judge or has reverted to puisne status can continue to receive the salary of a chief 
justice. 

In our view, the additional responsibilities which attach to the office of a chief justice 
justify the entitlement to the higher salary level. Should a chief justice relinquish that office by 
electing to serve as a supernumerary judge or by reverting to puisne judge status, we do not see 
why his or her salary should continue at the higher level. We therefore concur with the 
conclusion reached on this point by the 1989 (Courtois) Commission. We also concur with that 
Commission to the effect that former chief justices or chief judges who retire are justified in 
receiving, pursuant to subsections 43(1) and (2) of the Judges Act, pensions that are based on 
the salaries then in effect of a chief justice or chief judge, since they have earned the higher 
pensions by virtue of their having served as chief justices for at least 5 years. 
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X. JUDICIAL ANNUITIES 

Section 42 of the Judges Act provides for the granting of an annuity equal to two-thirds 
of the salary annexed to the office of a judge at the time of his or her resignation, removal or 
ceasing to hold office, to a judge who 

(a) has continued in office for 15 years and has attained the age of 65, if he or she 
resigns his or her office; 

(b) has continued in office for 15 years but has not attained the age of 65, if his or her 
resignation is conducive to the better administration of justice or is in the national 
interest; 

(c) resigns or is removed as a result of becoming afflicted with a permanent disability 
preventing him or her from executing his or her office; or 

(d) has reached the mandatory retirement age of 75, if he or she has held office for at 
least 10 years. 

If a judge reaches the mandatory retirement age without having served for 10 years, he 
or she is entitled to an annuity pro-rated on the basis of years of completed service (to the 
nearest one-tenth of a year) as a proportion of 10 years. 

Like the 1986 (Guthrie) Triennial Commission, we are using the terms "annuity" and 
"pension" interchangeably, since as they apply to judges' benefits they mean essentially the same 
thing. We note that the Judges Act uses the term "annuity", while section 100 of the 
Constitution Act, 1867 refers to "Pensions". We might also point out that in the French version 
of both the Judges Act and the Constitution, the single terni "pension" is used exclusively, even 
though the French word "annuité" exists and means virtually the sanie as the English word 
"annuity". We also refer to the very à propos comment by Chief Justice Dickson in the footnote 
on page 62 of the Beauregard decision: 

In this judgment I have used the word "pension" because I think it corresponds 
more closely to the ordinary understanding of the benefits being considered. 
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A. 	Judges' Contributions toward Annuities 

Prior to 1975, federally appointed judges did not contribute toward the cost of their 
statutory annuities. The 1975 amendments to the Judges Act (now section 50) require judges 
who were appointed before February 17, 1975 (the date of First Reading of the amendments), 
to contribute at a rate of 1.5 % of their annual salary to help defray the cost of improved 
annuities for their surviving spouses and eligible children. These judges are not required to 
contribute in respect of their own annuities or for indexing the pensions to the cost of living. 
Judges appointed on or after February 17, 1975, must contribute at a rate of 6% of annual salary 
toward the cost of their own annuities as well as those of their surviving spouses and children. 
They also contribute a further 1 % of salary to help pay for indexing the pensions to the cost of 
living. Pension indexing is provided for by the Supplementary Retirement Benefits Act (R.S.C. 
1985, c. S-24). 

The constitutional authority of Parliament to legislate reasonable contributions by judges 
toward their annuities, as well as the legality of the differential in contribution rates which is 
based on date of appointment to the bench, were settled by the Supreme Court of Canada in the 
Beauregard decision. 

The Commission recognizes that annuities represent an important element in the overall 
judicial compensation scheme. Judicial compensation, as the Supreme Court of Canada affirmed 
in the Valente and Beauregard decisions, in turn constitutes an essential component in 
guaranteeing judicial independence. We are firmly of the view, however, and are supported in 
this contention by the Beauregard decision, that reasonable pension contributions do not affect 
judicial independence. 

The "two classes of judges," each contributing at different rates, which resulted from the 
"grandfathering" of judges appointed before February 17, 1975, is inexorably losing practical 
significance with each passing year. We note in this regard that at the time of the writing of this 
report, only 155 judges, or less than 17% of all judges, are paying  1.5% of salary as pension 
contributions. Of those paying 1.5 % , 95 judges, more than 61 %, are supernumerary. That 
leaves 60 judges, less than 7% of all judges, who are full-time and paying pension contributions 
at the rate of 1.5 %. In terms of the overall membership of the bench, therefore, the proportion 
paying contributions at the rate of 7% is overwhelming and growing, and those judges accepted 
appointment with the knowledge that pension contributions of that amount were mandatory. 

We support the continuation of judges' contributions toward the cost of their pensions, 
including supernumerary judges and judges who are entitled to retire but who have not done so. 
In this connection, we note that even at the current rates of contribution, the judges are actually 
paying for about one-fifth of the overall cost of their pensions. About 80% of the cost is borne 
by Canadian taxpayers. (See Appendix D.) 
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B. Reporting and Accounting 

At present, judges' contributions toward the costs of their pensions are paid into the 
Consolidated Revenue Fund. To better serve fiscal accountability, we recommend that 
contributions, benefits, interest and liabilities for the judges' pension scheme be accounted 
for distinctly in the Pension Accounts, as is already done, for example, for the public service 
superannuation plan. 

C. Indexation of Annuities 

Judicial annuities, including those of surviving spouses and eligible children, are indexed 
pursuant to the Supplementary Retirement Benefits Act. That Act applies to the pension plans 
of virtually all of the branches of the public service and to Members of Parliament, as well as 
to judges, and it is administered by the President of the Treasury Board. 

The unique status of the judiciary, the principle of judicial independence, and the fact that 
the judicial compensation package (of which pension indexing is a part) is an essential element 
in the financial security of the judges, all suggest that the indexation of judicial annuities should 
be provided for in the Judges Act. The indexation of annuities is, for judges alone, a factor that 
should be regarded as coming within the constitutional guarantee of security of salary and 
pension. Consequently, we believe that the indexation of judges' pensions should be distinct 
from the indexation of public service pensions. We note that the provisions regarding the 
indexation of judges' salaries are already in the Judges Act. This is consistent with our view 
that all of the elements of the judges' remuneration package should be governed by the Minister 
of Justice and administered by the Commissioner for Federal Judicial Affairs pursuant to 
provisions contained in the Judges Act. 

We therefore reconu-nend that the provisions for indexing judicial annuities, including 
those of surviving spouses and eligible children, should be transferred to the Judges Act 
from the Supplementary Retirement Benefits Act. 

D. "Rule of Eighty" 

Traditionally, appointments to the superior courts (and when they existed, the county and 
district courts as well) were made from among the more senior members of the bar, that is

' 
 in 

the age range of 50 years and older. Commencing about a generation ago, a practice began of 
appointing on occasion younger men and women to the bench: for example, lawyers in their 
late 30s and early 40s. 

This trend, almost imperceptible when it began but now evident, was welcomedIt 
produced a group of younger judges who are able to dedicate longer periods of service to the 
judiciary and help me,et the increasing demands of the busy court systems. The practice of 
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appointing male and female judges at a younger age has undoubtedly been a successful one, but 
over the years it has affected the overall age profile of the judges. (Appendix C contains an 
outline of the average ages of male and female judges appointed to the bench during the years 
1981 to 1992 inclusive.) 

In view of this changing judicial age profile, we believe that the administration of justice 
would be better served by providing more flexible rules of retirement. Therefore, the 
Commission is of the view that 60 years should be the minimum age at which a judge qualifies 
for a full pension of two-thirds of salary. We are also of the view that 15 years' service on the 
bench should continue as the minimum required to be eligible for a full pension unless the 
provisions of subsection 42(2) of the Judges Act, regarding mandatory retirement, apply. 

We therefore reconunend that retirement at full pension be permitted when a judge 
has reached at least 60 years of age and has served on the bench for a minimum of 15 
years, provided the sum of age and years of service equals at least 80. 

The Commission considers a "Rule of 80" retirement option as particularly appropriate 
in view of the changing age profile of judges. By permitting retirement with a full pension at 
earlier ages, in a flexible and fair manner which recognizes the unique service conditions and 
requirements of the judiciary, the Rule of 80 would not be inconsistent with pension reform 
standards. We note, however, that certain pension reform standards are not relevant, due to the 
special characteristics of the judges' plan. 

E. 	Disability 

The Judges Act, at paragraph 42(1)(c), provides for the granting of a full pension of two-
thirds of salary to a judge who resigns or is removed from the bench as a result of becoming 
afflicted with a permanent disability preventing him or her from executing his or her office. 

The Commission has considered whether it is appropriate that a judge can resign pursuant 
to this provision alter  very short service and receive a full pension. This led the Commission 
to consider a number of options, such as the implementation of a pro-rated disability pension in 
circumstances where a full pension may appear to be overly generous. 
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The disability provision serves as the judges' long-term disability insurance plan.' Since 
1982, an average of 3.5 judges per year have retired from the bench, and received a full 
pension, under the authority of pamgraph 42(1)(c). We do not consider this number of disability 
retirements and the resulting additional years of pension payments to be unusual, given the age 
profile of judges. In other words, the statistics do not indicate significant problems with the 
disability provision. We note, in passing, that there are administrative measures that can be 
taken to resolve any problems that may be identified from time to time. 

We consider the paragraph 42(1)(c) disability provision, with its certainty of financial 
security for the judge and his or her family in the event of the judge's permanent disability, to 
be an important aspect of his or her overall independence. We do not recommend that any 
changes be made to the disability provision at paragraph 42(1)(c) of the Act. 

F. 	Retirement for Judges of the Supreme Court of Canada 

It is universally recognized that acceptance of an appointment as a Justice of the Supreme 
Court of Canada brings with it an immense workload and heavy responsibility. In addition, 
judges of the Supreme Court cannot elect to hold office as supernumerary judges. Like the 
earlier Triennial Commissions, we appreciate that supernumerary status is inappropriate for the 
judges of our highest court, and inconsistent with the Court's unique role as the final arbiter of 
the country's legal values. The finality of the Supreme Court' s decisions requires that they be 
handed down only by full-time members of the Court rather than by supernumerary judges. 
Furthermore, supernumerary status might impair the collegiality of the nine-member Court, and 
detract from the sense of permanence and the regional balance which add to its credibility and 
legitimacy. 

In view of the unusually heavy burden inherent in membership on the Supreme Court of 
Canada, and the unavailability of supernumerary service, the Commission is of the view that an 
additional retirement option should be provided exclusively to the judges of that court. 
Therefore, in addition to the existing retirement entitlements and the recommended new Rule 
of 80 retirement option in Item D above, we recommend that judges be permitted to retire 
with a full pension after serving for a minimum of 10 years on the Supreme Court of 
Canada and reaching the age of 65 years. 

Short-term illness requiring absence from judicial duties for a period in excess of 30 days 
can be accommodated by the judge obtaining a leave of absence from the Governor in 
Council under subsection 54(1) of the Judges Act. An average of 8 illness-related leaves 
of absence per year have been granted in each of the last six years under subsection 
54(1). In any event, whenever a judge will be absent from his or her judicial duties for 
more than 30 days, the judge must report the absence and the reasons therefor to the 
Minister pursuant to subsection 54(3). 
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G. 	Credit Splitting on Marriage Breakdown 

When the recently enacted Pension Benefits Division Act (S.C. 1992, c. 46) is brought 
into force, it will provide a scheme applicable to certain statutory pension plans which 
recognizes the right of a spouse to a share of the plan member's pension credits on the 
breakdown of a marriage or common-law relationship. The Act will enable the divorced or 
separated spouse of a plan member to apply for a division of the member's pension credits which 
have accrued during the period of cohabitation, as long as there is a court order or a spousal 
agreement which provides for the division of the credits. The Pension Benefits Division Act will 
apply to the pension plans of the federal public service, the Canadian Forces, the R.C.M.P., 
Members of Parliament, lieutenant governors, the Governor General and others. It will not 
apply to judges' pensions under the Judges Act. Consequently, there is currently no authority 
to split a judge's pension credits upon the breakdown of his or her marriage. 

Credit splitting is another area of pension reform where harmonization of judicial 
pensions is a worthwhile objective. It is an accepted pension reform standard under both federal 
and provincial legislation. We believe as a matter of fairness and equity that credit splitting 
ought to be made applicable to the judiciary. Therefore, we recommend that the Judges Act 
be amended to incorporate therein the relevant provisions of the Pension Benefits Division 
Act, with such changes as the circumstances require. The regulations made thereunder to 
permit the valuation of judicial pensions for credit splitting purposes should be made by the 
Governor in Council on the recommendation of the Minister of Justice after consultation with 
the Commissioner for Federal Judicial Affairs. 

It is important that the Judges Act actually contain the relevant provisions of the Pension 
Benefits Division Act, rather than merely being listed as one more statute to which the Pension 
Benefits Division Act applies, since as a compensation matter it impacts on the independence of 
the judiciary and, as we stated earlier with respect to the indexation of judges' pensions, it 
should be governed by the Minister of Justice and administered by the Commissioner for Federal 
Judicial Affairs. 

This amendment would permit the payment of part of a judge's pension credits to his or 
her non-judge spouse or on the spouse's behalf. This transfer would be made directly out of the 
Consolidated Revenue Fund and would have the effect of reducing the amount of the pension 
that the judge would eventually receive. We are informed that a judge's pension credits may 
be actuarially valuated and quantified for these purposes at any time following appointment, 
notwithstanding that judges' pensions are the non-accrual type. (We note that the lieutenant 
governors', Governor General's and non-career diplomats' pensions are also the non-accrual 
type.) We do not regard the concept of credit splitting as interfering with the principle of 
judicial independence. 

23 



XI. SUPERNUMERARY STATUS 

Rather than leave the bench after attaining the minimum qualification for retirement, a 
judge has the option pursuant to sections 28 and 29 of the Judges Act to elect to serve as a 
supernumerary judge. Under this arrangement, a puisne judge who is at least 65 years of age 
and has served as a federally appointed judge for a minimum of 15 years, or has reached the age 
of 70 years and has held office for at least 10 years, may opt to continue in office until age 75 
as a supernumerary judge by so electing. A supernumerary judge holds himself or herself 
available to perform whatever judicial duties his or her chief justice requests of him or her. 

A supernumerary judge remains entitled to a full judicial salary until the judge reaches 
mandatory retirement age or otherwise leaves the bench, at which time he or she would receive 
a full annuity. A chief justice or associate chief justice who elects supernumerary status is 

)1  entitled to receive the salary of a puisne judge during his or her supernumerary service, although 
the subsequent annuity is based on the salary then in effect of a chief justice. 

All federally appointed judges except the members of the Supreme Court of Canada are 
entitled to opt for supernumerary status. Approximately 18% of the federally appointed bench 
are currently supernumerary judges, and that proportion is anticipated to increase in the years 
ahead. 

When a judge becomes a supernumerary judge, the judicial position held by that judge 
becomes vacant and a replacement might then be appointed (although not necessarily so). 
Consequently, the supernumerary programme lengthens judicial careers and promotes continuity 
on the bench, while making available positions which could not otherwise be filled until the 
retirement of the incumbents. Supernumerary status allows a judge who might not be able to 
carry a full workload, but who is otherwise able to work on a part-time basis, to continue to do 
so for the benefit of his or her court. 

The judges, in their submissions, informed us that the workload of a supernumerary 
judge is expected to average, on a cross-Canada basis, 50% of the workload of a regular' era full-
time judge. On that basis, combined with the fact that the large majority of supernum ry  
judges are entitled to retire with a full pension by virtue of having reached the 65/15 age and 
service thresholds, we accept the judges' representations that from an economic standpoint

' 
 a 

supernumerary judge represents an efficient use of human resources, and that supernumerary 
service is quite conducive to the effective administration of the courts, including the reduction 
of court backlogs and delays. 
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The Commission regards supernumerary status for judges to be consistent with currently 
evolving views regarding gradual retirement. On the basis of the information given to us by the 
judges in their submissions before us, we support the supernumerary concept. The cost analysis 
in this report is predicated on the 50% workload factor. 

We would encourage chief justices to continue to carefully monitor the implementation 
of the supernumerary programme in their respective courts. We would invite the Canadian 
Judicial Council to consider documenting court management of the supernumerary programme 
so that it might confirm for future Triennial Commissions whether the basic assumptions 
surrounding supernumerary service, such as the 50% workload factor, remain valid in the years 
ahead as the number of supernumerary judges increases. 

A. The Rule of Eighty and Supernumerary Service 

Predicated on the judges' representations, we consider the supernumerary programme to 
be providing a valuable contribution toward the effective and efficient administration of the 
courts. With that in mind, along with the changing age profile of judges referred to earlier, we 
consider it appropriate for judges to elect supernumerary status under a Rule of 80 formula, 
provided the judge has served a minimum of 15 years in office and is at least 60 years of age. 
We would, however, maintain the existing 70/10 supernumerary option. 

We therefore recommend that the election of supernumerary status be permitted 
when a judge has reached at least 60 years of age and has served on the bench for a 
minimum of 15 years, provided the sum of age and years of service equals at least 80. 
This Rule of 80 recommendation is identical to our Rule of 80 recommendation regarding 
retirement which we made in Item D of Chapter X. 

B. Ten-year Maximum Supernumerary Service 

Concomitant with our recommendation for an extended eligibility to elect to serve as a 
supernumerary judge, we also recommend that a judge not be permitted to serve for more 
than 10 years as a supernumerary judge. Consequently, an eligible judge who would eleçt 
to serve as a supernumerary judge at younger than 65 years of age would forfeit his or her right 
to retire at age 75. Should this recommendation be considered to be unconstitutional or, once 
enacted, be so found, as a result of the 75 years mandatory retirement age in subsection 99(2) 
of the Constitution Act, 1867, then we would recommend that the minimum age for the election 
of supernumerary status remain, or be increased (as the case may be), to age 65. However, 
since we recognize the value of supernumerary service, and have concerns only with respect to 
the workload capacity of supernumerary judges who are approaching the mandatory retirement 
age of 75, we suggest that future Triennial Commissions may want to re-examine the 10-year 
supernumerary limit on the basis of information which might then be available regarding the 
50% average workload of supernumerary judges. 
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XII. INCOIVIE TAX HARMONIZATION 

The income tax rules relating to retirement savings have been extensively revised over 
the past few years. The stated objectives of these income tax reforms were to ensure that all 
taxpayers are provided with a similar opportunity to save for retirement on a tax-assisted basis 
and to ensure that the costs of pension plans and benefits are measurable according to common 
standards. 

The new pension rules are extremely complex. Simply put, the rules now restrict the 
benefits that may be provided under a defined benefit Registered Pension Plan (R.P.P.), and in 
this way limit the amount of tax assistance provided to such plans. (A defined benefit pension 
plan is a plan that provides a specified level of benefits, regardless of the cost of providing those 
benefits.) An employer who wants to provide pension benefits in excess of those permissible 
under an R.P.P. must establish a separate Retirement Compensation Arrangement (R.C.A.) for 
this purpose, which then becomes subject to rules of its own. 

The Department of Finance assured the Commission that the restructuring of the judicial 
pension plan into a combination of an R.P.P. (that is to say, a base pension plan that is to be 
registered for income tax purposes) and an R.C.A. or supplementary plan, can take place 
without any change to the benefits payable to judges and their survivors. The Commission 
accepts this assurance, and recognizes that the R.P.P./R.C.A. regime would have no practical 
effect on the amount or administration of judges' pensions. 

Judges' pensions are rooted in the constitution. This constitutional foundation, arising 
from the exigencies of judicial independence, marks the judicial pension plan as unique. The 
entire scheme, with the sole exception of pension indexing, is provided for and administered in 
accordance with the Judges Act. In view of the Department of Finance's assertion that the 
R.P.P./R.C.A. regime would have no practical impact on judges' pensions, we see no 
compelling reason to restructure or transform the Judges Act to embrace the entire 
R. P . P . /R. C . A. regime. 

We note that the Judges Act, at subsection 50(3), currently contains a clause which deems 
a judge's statutory pension contributions to be made to or under a registered pension plan or 
fund. The clear purpose of that deeming provision is to enable the judge to deduct those 
contributions from income for tax puiposes; the provision essentially creates a legal fiction. The 
Commission believes that the R.P.P./R.C.A. restructuring should also be made applicable to 
judges by means of a deeming provision. We therefore recommend that the Judges Act be 
amended to provide that the judges' pension scheme is deemed to be a Registered Pension 
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Plan up to the limits provided therefor under the Income Tax Act and regulations, and is 
deemed to be a Retirement Compensation Arrangement for the excess. 

In our view, a deeming provision of that nature would be entirely consistent with our 
belief, referred to at Chapter VIII with regard to judges' R.R.S.P. contribution limits, that as 
a matter of general tax policy all taxpayers should be placed on the same footing. The deeming 
clause would also conform to our belief, mentioned in Items C and G of Chapter X, and rooted 
in the understanding that judges' pensions are an essential component of their financial security 
and judicial independence, that all aspects of their pensions should be governed by the Minister 
of Justice and administered by the Commissioner for Federal Judicial Affairs pursuant to 
provisions contained in the Judges Act. 
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XIII. JUDICIAL ALLOWANCES 

The Commission has examined the status of a number of the statutory allowances under 
the Judges Act. In particular, we have looked at the amount and adequacy of the incidental 
allowance (subsection 27(1)); the northern allowance (subsection 27(2)); the representational 
allowance (subsection 27(7)); the removal allowance (section 40); and the conference allowance 
(subsection 41(3)). 

We note that in the case of every one of these allowances, statutory improvements have 
either been implemented following the recommendations of the 1986 (Guthrie) Triennial 
Commission or introduced (but not yet enacted) through Bill C-50 as a result of the 
recommendations of the 1989 (Courtois) Triennial Commission. We believe that once Bill C-50, 
or its successor legislation in the current or a new parliamentary session, is enacted, those 
allowances will be adequate and in any event may be examined again by the next Triennial 
Commission. 

We also want to mention the submission made to this Commission on behalf of the 
superior court judges serving in the two territories. We appreciate the higher cost of living that 
comes with service in the north, and recognize that the current $6,000 northern allowance might 
not fully compensate for those increased costs. However, we do not believe that varying the 
northern allowance annually by tying it to increases in judicial salaries is the appropriate method 
of dealing with the higher cost of living. The judges' annual salary adjustment based on a 
statutory indexing formula serves a special purpose relating to judicial independence, and we do 
not believe it should be used for calculating the northern allowance as well. 

The Commission is not persuaded that there is a sufficient basis to increase the northern 
allowance by any amount. The existing $6,000 allowance is already unique in that the Judges 
Act does not recognize other regional cost disparities that exist across Canada. 
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XIV. NON-STATUTORY BENEFITS 

The Commission considers the judges to have, in the aggregate, very good basic 
insurance and medical coverage. If a judge dies in office, his or her surviving spouse is entitled 
to an annuity equal to one-third of the judge's salary (to be increased to 40% under Bill C-50) 
and a lump-sum statutory payment of one-sixth of salary. The surviving spouse of a retired 
judge who dies is entitled to receive an annuity equal to half of the judge's annuity (to be 
increased to 60% under Bill C-50). Surviving minor children or those in full-time attendance 
at a school or university are also entitled to annuities. Under the Judges Act, a judge who is 
unable to continue on the bench due to a permanent infirmity is entitled to retire with a full 
pension of two-thirds of salary. A judge with a lesser disability, but lasting longer than 30 days, 
may apply for a leave of absence and continues to receive full salary while on leave. Of course, 
each judge is also covered by the public health insurance plan of his or her province or territory 
of residence. Bill C-50 would make judges eligible under the Government Employees 
Compensation Act (R.S.C. 1985, c. G-5) for the purposes of compensation for injuries. 

In addition to their statutory allowances and entitlements, judges also receive a number 
of non-statutory benefits related to life, health and dental group insurance and accident 
insurance. For instance, judges can participate in both the Public Service Management Insurance 
Plan (P.S.M.I.P.) and the Public Service Health Care Plan (P.S.H.C.P.), taking advantage in 
both plans of the federal public service's highly competitive group rates. The judges also 
participate in the Public Service Dental Care Plan (P.S.D.C.P.) at no charge to either themselves 
or their dependents. We see no need to specifically augment these broad and comprehensive 
coverages for the judges alone. 

The P.S.M.I.P coverage, which is optional, includes life insurance, accidental death and 
dismemberment insurance, and dependents' insurance. As an example, maximum life insurance 
coverage available under this plan could provide a lump sum benefit upon the judge's death of 
twice his or her salary, which is in addition to the survivor benefits under the judges' pension 
plan. Premiums vary with age, sex and coverage chosen; due to a partial premium holiday in 
effect at the time of writing our report, a 50-year-old male judge would pay less than $22 per 
month for the maximum coverage available. 

The P.S.H.C.P. includes coverage for both the judge and his or her dependents, and 
consists of drug benefits (80% of costs paid); vision care benefits (including 80 % of the costs 
of eyeglasses and contact lenses, to maximum annual limits); health practitioners benefits 
(including costs of private-care nurses, physiotherapists, psychologists, speech and language 
pathologists, and the like, to maximum annual limits); out-of-province benefits (including travel 
and emergency travel assistance benefits, to maximum limits); miscellaneous expense benefits 
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(including 80% of the costs of medically prescribed hearing aids, air and ground ambulance 
service, orthopaedic shoes, and so on, to maximum annual limits); benefits relating to hospital 
expenses incurred outside of Canada (subject to per-trip limits); and benefits relating to hospital 
care within Canada (including semi-private or private room accommodation, to maximum daily 
limits). 

Judges, retired judges and surviving spouses in receipt of annuities under the Judges Act 
are all entitled to participate in the P.S.H.C.P. Family coverage to the highest level currently 
costs a judge less than $10 per month. 

In addition to participating in the P.S.M.I.P. , the P.S.H.C.P. and the P.S.D.C.P. , judges 
are also eligible to participate in an optional supplementary catastrophic health insurance plan 
which has been arranged between the Canadian Judges' Conference and a private carrier. This 
optional plan is not subsidized, although the monthly premium of $105 (for family coverage) is 
deducted at source by the Office of the Commissioner for Federal Judicial Affairs. 
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XV. MATERNITY/PARENTAL LEAVE 

Under section 54 of the Judges Act, a judge who is absent from his or her judicial duties 
for a period in excess of 30 days requires Governor in Council approval of the absence. The 
approval for this paid leave of absence is granted by order-in-council. The Commission notes 
that this leave of absence provision is sufficiently flexible, and has been so used in the past, to 
authorize maternity leave for a female judge during pregnancy or following the birth or adoption 
of a child. 

Notwithstanding the availability of a section 54 leave of absence for maternity and 
possibly parental leave purposes, we believe that the social benefits attributable to allowing a 
parent to be with her or his newborn or newly adopted child are sufficiently evident to justify 
reducing the decision-making authority for judicial maternity/parental leave to the chief justice 
level from the Governor in Council. We therefore recommend that the Judges Act be 
amended to permit a chief justice to authorize up to 6 months of maternity/parental leave: 
(i) for a female judge on his or her court who is pregnant, has recently given birth or has 
recently adopted a child; and (ii) for a male judge following the birth or adoption of his 
child. This period of maternity/parental leave should have no effect on the judge's salary. An 
aggregate of 6 months of maternity/parental leave seems appropriate and is in accordance with 
federal unemployment insurance legislation. We would invite chief justices to take into account 
the amount of maternity/parental leave being taken by the other parent when considering how 
much maternity/parental leave to grant to the judge. 

Whenever a judge is absent from his or her judicial duties for a period in excess of 30 days, the 
requirement in subsection 54(3) that he or she report the absence and the reasons therefor to the 
Minister of Justice should continue. 
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XVI. COSTING METHODOLOGY 

The terms of reference of this Commission, unlike those of previous Triennial 
Commissions, specifically request that we cost our recommendations. We were therefore 
required to consider how best to discharge our duty in that regard within the limited time 
available. 

We considered it advisable to develop a costing methodology that was sufficiently general 
yet comprehensive enough to apply to our recommendations as well as to the recommendations 
of future Triennial Commissions. We believe that the credibility and comparability of costings 
would be enhanced if this and subsequent Commissions use a consistent cost methodology. 

We came to the conclusion that the best way to measure the costs of our 
recommendations was by determining the difference between the cost of the total compensation 
package enjoyed by judges before and after implementing our recommendations. This total 
compensation cost approach automatically accounts for the interactions between the various 
components of the judges' salary, allowance and benefits package. In addition, by providing a 
global value of judicial salaries and benefits, a standard of comparison is available between the 
judges' compensation package and that of public servants and the private sector. 

The Commission considered the advisability of developing an independent set of 
assumptions for the purpose of the costing process. We noted that the cost of our 
recommendations is the difference between the cost of the total compensation package for judges 
before and after implementing our recommendations; therefore, the estimated costs are not too 
sensitive to variations in the assumptions used, if those variations are held within a reasonable 
range. 

We concluded that it would be prudent to use the same assumptions that are used by the 
federal government in reporting its liabilities in the Public Accounts. These assumptions are not 
very different from those used by the Chief Actuary in the triennial actuarial reviews prescribed 
under the Public Pensions Reporting Act (R.S.C. 1985, c. P-31.4). The Public Account 
assumptions are deemed to represent best estimates from the point of view of the Government

'  which is the payor of judicial compensation. Furthermore, in our view these assumptions should 
be regarded by the judges as providing a reasonable estimate of the value of their salary and 
benefits package. 

As the assumptions used for the Public Accounts will be updated from time to time to 
reflect current conditions, future Triennial Commissions could follow the same approach and 
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thereby avoid possible criticism for making what might appear to be arbitrary changes in the 
assumptions. 

Appendix D describes more fully the Total Compensation concept and cost methodology, 
including the assumptions used. The Commission is satisfied that this total compensation cost 
approach is most appropriate for measuring and comparing total compensation costs for judges. 
As a matter of ease of reference, the Appendix terminology refers to "employer" and 
"employee", but these terms should be understood in the generic sense that judges are 
"employed" by the people of Canada. We recognize that judges hold an "office" which is based 
on the constitution and enshrined in the Judges Act. The independence of the judiciary requires 
this to be the case. 

We have used the Level of Benefit Method, as described in Appendix D, because it 
allows for the comparison of hypothetical compensation packages while eliminating the 
distortions which would arise from a variation in the number of judges from year to year or 
from variations in the distribution by age, sex or years of service on the bench. This Method 
accommodates the prospective nature of our recommendations and enables us to measure their 
cost implications with an accuracy limited only by the availability of experience data and the 
necessity of relying on assumptions. 

Of the actuarial cost methods that were considered, we have used the Level Entry Age 
Cost Method, described in Appendix D, to produce estimates of the pension costs because it 
automatically averages total compensation over the career of the judges. It avoids the necessity 
of making a number of assumptions as to the apportionment of benefits over successive periods 
and about blending costs while supernumerary with costs while fully active. This actuarial cost 
method is particularly suitable with respect to the judges' pension scheme where benefits are 
granted globally and not explicitly apportioned on a year-by-year basis. 

One particular difficulty has been the determination of a rate of total compensation per 
period, since the work period for a judge can extend far beyond his or her sitting times. This 
is an important consideration because a change in working conditions which reduces the work 
period for a given amount of compensation results in a cost increase and vice versa. For the 
purpose of doing this costing, some workload assumptions had to be made, which are not meant 
to imply actual circumstances. After consideration of various alternatives, we have chosen to 
use as an estimate a work period of 1.5 times the work period that a judge is available for sitting 
on the bench. On the basis of judges being available for sitting 32 weeks per year, each is 
deemed to work approximately 48 weeks per year. This approximation can be extended to 
supernumerary judges, where wide variations in the work period can be expected, but where we 
have assumed a 50% workload. Assuming the availability of supernumerary status results in a 
higher average retirement age for judges, costs are affected in two opposite ways: 

- pension costs are reduced by postponing the retirement age, and the cost per period 
is further reduced by an increase in the average period worked (since judges' 
pensions are not the accrual-type); and 
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Average per 
week worked  

Increase per 
week worked  

Base year 
First year 
Second year 
Third year 

$ 4,947 
$ 5,069 
$ 5,069 
$ 5,196 

$ 122 
$ 122 
$ 249 

- 	salary costs are increased because the full salary is paid for a shorter annual work 
period. 

Similarly, some reduction in the average period effectively worked had to be made to 
take into account leaves of absence, maternity/parental leaves and short-term disabilities. In the 
absence of suitable data, an arbitrary estimate of one week per year has been used, which could 
be revised as experience data is accumulated. Although there are obviously some costs 
associated with our recommendations in Chapter XV, given this arbitrary approximation it is not 
captured by the calculations. However, we believe these costs to be quite marginal. 

We strongly suggest that work be undertaken in advance of the next Triennial 
Commission to facilitate the full application of th, Total Compensation Cost Method to all 
components of judicial compensation and to accumulate the experience data necessary to confirm 
or modify the assumptions which have been used. 

Section 6 of Appendix D summarizes the cost of the components of Total Compensation 
for the general case of puisne judges. The various allowances provided for in the Judges Act 
have been treated as amounts paid in exchange for expenses assumed by the judges, not for work 
done, and have thus not been deemed a compensation component. Section 5 of Appendix D 
summarizes the calculations made to take into account the differentials for judges of the Supreme 
Court of Canada and for chief justices. 

Assuming the salary freeze for the 2 years beginning April 1, 1993, proceeds in 
accordance with clause 10 of Bill C-113, it might be noted that the cost of our recommendations 
for that period is limited to the impact of the Rule of 80. However, for the third year, 
beginning April 1, 1995, our recommendations infer a judicial salary increase equal to the 
percentage increase in the Industrial Aggregate, as stipulated in section 25 of the Judges Act, 
and this increase has been reflected in the estimated costs. 

The average compensation per week worked and the increase over the base year are 
estimated as follows: 

In order to compare the cost of a constant amount of services, the calculation of the 
aggregate costs neexls to be adjusted to take into account the reduction in the average number 
of weeks worked per year resulting from the introduction of the Rule of 80. As the 

expected 
average number of weeks worked before the change is 0.986% higher, the calculation reflects 
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the fact that to maintain the same level of services an increase of 0.986% in the number of 
judges would be required. 

The increase in the accrued pension liabilities due to the introduction of the Rule of 80 
is a non-recurring cost that could be deemed allocated to the first year. Since the change 
benefits the judges currently in office, we have considered it reasonable to allocate it over the 
Expected Average Remaining Service Life of these judges, estimate,d at 12.0 years. This results 
in an increase of $1,626,000 per year for the next 12 years rather than $12 million in the first 
year. 

The aggregate costs of our recommendations are therefore estimated as follows, expressed 
as an increase over the base year: 

$ millions  

	

01/04/93 - 31/03/94 	 6.1 

	

01/04/94 - 31/03/95 	 6.1 

	

01/04/95 - 31/03/96 	 10.8  

Total 	 23.0 

These estimates assume that our recommendations apply as of April 1, 1993. 

More details are available in Appendix D. 
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XVII. CONCLUSION 

Judges are not in a position to negotiate with the Government with respect to their 
salaries, pensions and benefits. According to constitutional law, doctrine and jurisprudence, the 
independence of the judiciary rests to a significant degree on the nature of their compensation 
package. Parliament has legislated the Triennial Commission process in recognition of this 
unique role and standing of the judiciary. The purpose of the Triennial Commission is to 
examine judges' remuneration in a non-partisan and objective manner, in the context of 
prevailing economic conditions, and to make recommendations to the Minister of Justice which 
would serve to reinforce the fundamental principle of judicial independence. 

The worthy objectives of this process require the timely response of the Minister, the 
Government and Parliament to the recommendations contained in this report. 
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XVIII. SUMMARY OF RECOMMENDATIONS 

1. That the Government of the day state its response to the recommendations of a Triennial 
Commission, and introduce its resultant legislation, as soon as feasible but in any event 
within 20 sitting days after the expiry of a nine-month period immediately following the 
submission of the Triennial Commission report to the Minister of Justice (Chapter III). 

2. That Triennial Commission members be called as witnesses by parliamentary standing 
and legislative committees to elaborate on and support their recommendations 
(Chapter III). 

3. That the process whereby federal government departments provide documentation and 
background materials to Triennial Commissions, including the possibility of Department 
of Justice and other federal government officials appealing at Commission hearings to 
present departmental positions on relevant issues, be encouraged and even formalized 
(Chapter IV). 

4. That the practice of holding open hearings be continued by future Triennial Commissions 
(Chapter IV). 

5. That rough equivalence with the mid-point of the DM-3 salary range be the appropriate 
benchmark by which to gauge puisne judges' salaries (Chapter V). 

6. That no exception be made for judges with respect to the changes in the R.R.S.P. 
deductibility rules implemented by the amendments to the Income Tax Act contained in 
S.C. 1990, c. 35 and the regulations thereunder (Chapter VIII). 

7. That contributions, benefits, interest and liabilities for the judges' pension scheme be 
accounted for distinctly in the Pension Accounts (Chapter X, Item B). 

8. That the provisions for indexing judicial annuities, including those of surviving spouses 
and eligible children, should be transferred to the Judges Act from the Supplementary 
Retirement Benefits Act (Chapter X, Item C). 

9. That retirement at full pension be permitted when a judge has reached at least 60 years 
of age and has served on the bench for a minimum of 15 years, provided the sum of age 
and years of service equals at least 80 (Chapter X, Item D). 
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10. 	That judges be permitted to retire with a full pension after serving for a minimum of 10 
years on the Supreme Court of Canada and reaching the age of 65 years (Chapter X, 
Item F). 

11. That the Judges Act be amended to incorporate therein the relevant credit splitting 
provisions of the Pension Benefits Division Act, with such changes as the circumstances 
require (Chapter X, Item G). 

12. That the election of supernumerary status be permitted when a judge has reached at least 
60 years of age and has served on the bench for a minimum of 15 years, provided the 
sum of age and years of service equals at least 80 (Chapter XI, Item A). 

13. That a judge not be permitted to serve for more than 10 years as a supernumerary judge 
(Chapter XI, Item B). 

14. That the Judges Act be amende£1 to provide that the judges' pension scheme is deemed 
to be a Registered Pension Plan up to the limits provided therefor under the Income Tax 
Act and regulations, and is deemed to be a Retirement Compensation Arrangement for 
the excess (Chapter XII). 

15. That the Judges Act be amended to permit a chief justice to authorize up to 6 months of 
maternity/parental leave: (i) for a female judge on his or her court who is pregnant, has 
recently given birth or has recently adopted a child; and (ii) for a male judge following 
the birth or adoption of his child (Chapter XV). 

All of which is respectfully submitted this 31st day of March, 1993. 

Purdy Crawford (Chaliperson) 
Jalynn H. Bennett 
John G. Goodwin 
Yves Guérard 
Kitty Heller 
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OTTAWA, K IA 1E3 

1992 COMMISSION ON JUDGES' 
SALARIES AND BENEFITS 

NOTICE 

This Commission was appointed on September 30, 1992 by the Minister of Justice and 
Attorney General of Canada, pursuant to section 26 of the Judges Act,  to inquire into 
the adequacy of the salaries and other amounts payable under the Act to federally 
appointed judges and into the adequacy of federally appointed judges' benefits generally, 
including the granting of annuities provided to judges and to their surviving spouses and 
children. 

The Commission invites written submissions in either official language concerning the 
matters within the Commission's terms of reference. Written submissions must reach the 
Commission by November 30, 1992, in ten copies. A party intending to file a written 
submission with the Commission may also request an opportunity to make a presentation 
at an oral hearing. The Commission must be notified by November 20, 1992 of the 
party's desire to appear at an oral hearing. A party filing a written submission need not 
request to appear at an oral hearing. 

Copies of the Commission's terms of reference are available upon request. 

1992 Commission on Judges' 
Salaries and Benefits 
Room 1114 
110 O'Connor Street 
Ottawa, Ontario 
K1A 1E3 

Purdy Crawford, O.C. 
Chairman 



Commission de 1992 sur le 
traitement et les avantages 
des juges 
110, rue O'Connor 
Bureau 1114 
Ottawa (Ontario) 
KlA 1E3 Purdy Crawford, c.r. 

Le président de la 
Commission 

(£onimian on :3Jubsee' alaries 

anb "...gettefits 

einmmieeion eur le traitement et 

les a1a1ta8e5 tire jugez 

OTTAWA. K 1 A 1E3 

COMMISSION DE 1992 SUR LE TRAITEMENT 
ET LES AVANTAGES DES JUGES 

AVIS 

La Commissiori de 1992 sur le traitement et les avantages des juges a été instituée le 30 
septembre 1992 par la ministre de la Justice et procureure générale du Canada, en 
application de l'article 26 de la Loi sur les juges. Elle a pour mandat de déterminer si le 
traitement et les avantages des juges nommés par le gouvernement fédéral ainsi que les 
pensions auxquelles ceux-ci, leur conjoint et leurs enfants ont droit, sont satisfaisants. 

La Commission invite toute personne intéressée à lui soumettre par écrit ses vues sur les 
sujets qu'elle a reçu pour mission d'examiner. Ces interventions doivent prendre la 
forme d'un document écrit, établi dans l'une ou l'autre des deux langues officielles, et 
être déposées auprès de la Commission en dix exemplaires au plus tard le 30 novembre 
1992. Quiconque dépose un tel document écrit peut en outre demander à la 
Commission d'être entendu par celle-ci. En pareil cas, il convient d'aviser la 
Commission au plus tard le 20 novembre 1992 du souhait de présenter des observations 
orales. Il convient de noter que le dépôt de documents écrits n'oblige nullement à 
présenter les observations orales. 

Il est possible d'obtenir le texte définissant le mandat de la Commission sur simple 
demande. 



APPENDIX B 

LIST OF VVRITTEN SUBMISSIONS 

1. The Joint Committee on Judicial Benefits of the Canadian Judicial Council and the 
Canadian Judges' Conference 

2. The Ontario Superior Court Judges' Association 

3. The Northern Federally Appointed Judges 

4. The Honourable Mr. Justice John deP. Wright (Ontario Court of Justice (General 
Division)) 

5. The Canadian Bar Association Standing Committee on Pensions for Judges' Spouses and 
Judges' Salaries 

6. The Law Society of Alberta (J. Patrick Peacock, Q.C., Counsel) 

7. The Law Society of British Columbia (Peter L,eask, Q.C., Treasurer) 

8. Le Barreau du Québec (Paul P. Carrière, Bâtonnier) 

9. The Federation of Law Societies of Canada (Claude Séguin, Executive Director) 

10. Kirsten F. Connor, Charlottetown, Prince Edward Island 

11. Frans F. Slatter, Edmonton, Alberta 
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APPENDDi C 

AVERAGE AGES OF MALE AND FEMALE JUDGES ON ASSUMING OFFICE 

	

Year 	 Male 	 Female 

	

1981 	 50.99 	 43.95 

	

1982 	 50.38 	 54.12 

	

1983 	 50.09 	 44.31 

	

1984 	 51.35 	 42.78 

	

1985 	 53.58 	 42.68 

	

1986 	 50.10 	 43.29 

	

1987 	 52.16 	 44.46 

	

1988 	 52.92 	 43.48 

	

1989 	 50.74 	 40.30 

	

1990 	 51.80 	 42.66 

	

1991 	 52.46 	 43.00 

	

1992 	 50.22 	 43.95  

Combined 

50.17 

50.54 

49.39 

50.59 

52.26 

49.22 

50.12 

51.74 

48.31 

49.08 

50.40 

48.66 

Source: 	Office of the Commissioner for Federal Judicial Affairs 
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INTRODUCTION 

This document presents the concepts underlying a methodology for measuring and 
comparing total compensation costs. 

First, the concept of total compensation is defined. This definition is then used as a 
framework to identify the various elements composing total compensation. 

A specific method to assess and compare total compensation costs in an objective, valid 
and reliable manner is then presented. 

The concept of total compensation has been developed and refined gradually over the 
years and there are variations both as to the definition of what should be part of 
compensation and how the cost on the value should be calculated. Essentially the 
differences arise from the benefit components, since the basic salary itself is unambiguous. 

Studies have been published regularly in Canada and in the United States that report on 
Employee Benefit Costs ( 1 ) • This concept is underlying studies published by the Pay 
Research Bureau of Canada (2 ) and the "Centre de recherche et de statistiques sur le marché 
du travail" of the Ministry of Labour of Quebec (3). 

A more complete description of a Total Compensation Model as well as a discussion of the 
analytical issues appear in the Proceedings of the Conference on Public Sector 
Compensation - 1985 under the aegis of the Ontario Economic Council (4) . It indicates in 
the introduction "This model of total compensation was developed to assist the Federal 
Government (as employer) in understanding the compensation relativities between its 
employees and those performing comparable work in other sectors of the economy." 

The 8th Report of the IRIR( 5) contains a description of two costs methodologies : the Cost 
of Benefit Method also known as Disbursement Method and the Level of Benefit Method 
also known as Simulated Cost Method. Variations of these methods are used by parties to 
the negotiations of labour agreements, to support representations made to arbitrators or to 
establish the cost of labour as part of production costs. 

Employee Benefit Costs in Canada, Peat Marwick Stevenson & Kellogg 
Employee Benefits, U.S. Chamber Research Center 

Benefits and Working Conditions, Public Service Staff Relations Board; Re. 118-90 

Fréquence et caractéristiques des avantages sociaux et des conditions de travail, 
Études et recherches du Ministère du Travail, ISBN 2-251-14598-8 

Total Compensation and Comparability, C.R. Horne, P. Mercier and G.J. Bourdeau, 
Treasury Board Secretariat 

Huitième rapport sur les constatations de l'IRIR (Institut de Recherche et d'Information sur la 
Rémunération), May 1992, ISBN 2-551-12864-1 
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1. OBJECTIVES IN ASSESSING AND COMPARING TOTAL COMPENSATION COSTS 

The measurement of total compensation costs can be undertaken to serve a variety of 
objectives: 

• Quantify total compensation costs in an objective, valid and reliable manner. 

• Identify differences in total compensation that are related to conditions of 
employment only, avoiding artificial value differences resulting from factors 
such as work force characteristics or financing strategy. 

• Determine the cost impact of compensation changes. 

• Compare different total compensation packages. 

The use of the term "costs" implies that the measurement is done from the point of 
view of the employer, i.e. the payor. However, it can equally be seen as a 
quantification of the value of the Total Compensation package from the point of view 
of an employee. The objectives can be similar and help an employee choose between 
different offers or between working and not working. It should be stressed however 
that, to the extent the measurement rests on assumptions, including probabilities, it 
measures an average value for an individual as a member of a group or what could be 
called a fair market value. Effective values or perceived values would depend on 
individual characteristics, preferences and other subjective factors. 

The words "costs" and "value" implicitly exclude elements of compensation that, for 
practical purposes, do not have a calculable monetary value. It would therefore 
exclude intangibles suc.h as the prestige of a function, the intellectual reward resulting 
from personal achievement or development, the quality of the environment 
including the human elements, etc. Although it could be debated, we exclude 
elements such as training which are less intangible but could be seen also as an 
investment by the employer. 

We are also excluding the overhead costs of providing the elements of compensation, 
as it would confuse the relation between costs and value. 
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2. THE CONCEPT OF TOTAL COMPENSATION 

Total compensation includes all the conditions, contractual or statutory which 
usually result in a finandal commitment by the employer, in respect of employees or 
for their benefit which the employer meets in exchange for the work performed for a 
given period. 

• Using the neutral term "conditions" rather than "benefits" indicates that it is not 
necessary for an employee to actually benefit from a provision for it to be 
considered as compensation. The employer's contributions to a provincial 
medical plan such as OHIP, for example, would be deemed compensation, even 
if the employee does not derive any particular benefit from them. This concept 
assumes that all the financial costs to the employer must be included. 

• "Contractual or statutory": compensation conditions are "contractual" when 
they are agreed to between the employee and the employer and "statutory" when 
they arise from legislation or government programs (CQPP, unemployment 
insurance, workers compensation). It is not necessary for a condition to be the 
subject of a collective or written agreement for it to be considered as contractual. 
"Company" management practices may enter into this price (e.g. employee 
assistance programs). 

• "Which result in a financial commitment": this statement restricts the 
definition of compensation to items which can be quantified in monetary terms. 
The definition is more conventional and operational than one which would 
include non-monetary benefits. There are no definite limits for compensation 
and, consequently, for its measurement if one looks beyond the financial 
framework. This does not mean that non-monetary items are not significant but 
that they are considered, not as items making up compensation, but as variables 
which must be taken into account in the analysis and that may explain the 
variances observed due to qualitative differences. 

• The use of the term "commitment" rather than "payment" indicates that it is not 
necessary for the employer to make disbursements although the employer is 
committed to do so if the case arises. An indemnity to be paid related to a 
termination under specific conditions is an example of a case where a 
commitment is made which might never require disbursements, but it would 
nevertheless be considered as compensation. 
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• "By the employer" indicates that the benefits that the employee derives from 
his/her employment but which the employee pays for himself/herself 
(contributions to benefits, social club) are not considered to be compensation. 

• "Usually" means that a benefit offered by an employer (e.g. job security) which 
usually incurs costs is considered as compensation even if, for a particular 
employer, no disbursements or contractual commitments are required if the 
employees are still entitled to the benefit because of the company's management 
policies. Conversely, a benefit which does not usually cost anything, and which 
for particular reasons would be costly for the employer, would not constitute a 
form of compensation (e.g. special transportation to bring the employees to work 
in an isolated area). 

• "Respecting the employees or for their benefit" refers to direct compensation 
regarding all amounts paid to the employee as well as to indirect compensation 
paid to third parties in the employee's name. The amounts paid to third parties 
may be in the form of the purchase of services (e.g. insurance premiums) or 
operating expenditures (e.g. subsidized meals). 

• "VVhich the employer meets" means that the employer who meets a condition 
in actual fact is considered to be paying compensation, even when there is no 
obligation to continue to do so. 

• "In exchange for work performed" means that not all payments are included. 
The reimbursement of expenses incurred (use of equipment, automobile, 
traveling expenses) is done in exchange for the expenses assumed by the 
employee and not for the work done. 

• "For a given period" means that compensation always applies to a period of 
time. The absolute value of the compensation is meaningless if we do not know 
whether it corresponds to a given annual, monthly, weekly, daily or hourly 
amount. The unit of measure must also be dated and thus define the period of 
reference. 
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3. COMPENSATION ELEM13NTS 

In assessing total compensation, the elements to be considered vary according to the 
situation reviewed and existing conditions of employment (as well as with data 
availability). Such elements may comprise: 

1. Direct compensation 

	

1.1 	Base salary 

	

1.2 	Incentives (bonus, commissions, lump sums) linked to job content or 
performance 

1.3 Premium pay 
1.4 Overtime 
1.5 Reimbursement of sick leave days 

	

1.6 	Allowances 

2. Indirect compensation 

2.1 Income protection 

2.1.1 Disability insurance premiums (short term and long term) 
2.1.2 Job security (including severance pay and supplemental 

unemployment benefit insurance) 
2.1.3 Pension plan contributions 

2.2 Health, accident, liability protection 

2.2.1 Life insurance 
2.2.2 Supplementary health insurance 
2.2.3 Dental plan 
2.2.4 Additional protection (liability insurance, car insurance, etc.) 

2.3 Legally required payments 

2.3.1 Unemployment insurance 
2.3.2 Basic health insurance 
2.3.3 Workers compensation 
2.3.4 Quebec / Canada pension plan 
2.3.5 Labour standards 
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2.4 Services and gratuities 

2.4.1 Educational fees 
2.4.2 Company car 
2.4.3 Transportation and parking 
2.4.4 Employer sponsored meals 
2.4.5 Employee assistance program 
2.4.6 Retirement counseling 
2.4.7 Professional membership fees 
2.4.8 Nursery 
2.4.9 Others 

3. Working days 

3.1 Standard number of working days 

3.2 Overtime hours (if applicable) 

4. Pay for time not worked 

4.1 Holidays 
4.2 Vacations 
4.3 Parental leave (paternity and maternity) 

4.4 Funeral leave, jury duty, etc. 

4.5 Education leave with pay 
4.6 Sick days 

When using a total compensation approach• to compare the cost of a different 
compensation package, we also have to determine to what extent the jobs for which 
the compensation comparisons are made are comparable in terms of content. In this 
case, because of the types of comparison involved, this determination is not relevant. 

Sobeco Ernst & Young 50 



4. METHODOLOGY 

4.1 Total Compensation Valuation Method 

Different approaches are available to assess total compensation costs. 

One approach consists in assigning subjective values to each element of the 
compensation package. These values are then compared to values assigned to similar 
compensation elements offered to other employees. The result is more a qualitative 
assessment of the value of total compensation comparisons. 

Under this approach, called the Gross Comparison Method, the cost of implementing 
new or modified compensation elements cannot be calculated. Hence this method 
only ranks benefits and distinguishes between the best, next to best or less acceptable 
ones. It only resolves that benefits are above, below or at par when compared with 
others. 

At best, this method has the merit of simplicity but produces only a superficial 
comparison. 

Another approach, the Cost of Benefit Method, compares actual disbursements made 
by different employers for employees in comparable job classifications. It has the 
advantage of being applicable on the basis of information available from financial 
statements. It is also promoted as more factual than calculations based on 
assumptions. This method compares only expenditures without determining the 
amount or quality of compensation being provided to employees. An equal dollar 
amount spent by two different employers does not necessarily amount to similar 
quality and quantity of compensation to employees because it may reflect a different 
financing method or a different work force distribution. 

Hence we can question the effectiveness of this method as a means of comparing total 
compensation packages. Furthermore because it only uses information on 
expenditures, this method is not suitable to assess the cost impact of changing or 
modifying compensation elements in the current compensation package for a given 
group of employees until after the facts. 
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A third approach, the Level of Benefit Method, can be used to assess total 
compensation costs. This method involves calculating the costs incurred by the 
employer to provide its employees with a compensation package, current or 
simulated. 

The level of benefits method allows for calculating the value of compensation in 
comparison to compensation offered to different employee groups working for the 
same employer or for similar employee groups working for other employers. This 
method allows for a calculation of the costs that would be incurred by an employer if 
it were to provide its employees with a modified compensation package. 

This method avoids the artificial value differences resulting from such factors as 
funding, utilization experience, or work force characteristics. Further, this method 
requires only descriptive information on provisions and characteristics of 
compensation elements applicable to the employees for whom the assessment is to be 
made. No information is necessary on the actual expenditures being incurred. 

Under this approach, the value of each element of compensation is first assessed 
individually and then all elements values are integrated into a composite measure of 
total compensation. For some elements, the valuation process is relatively 
straightforward (for example, number of paid holidays) but for others, like pension 
and insurance-type elements, the valuation process can be complex, involving 
actuarial methods. 

Under this model, the term "value" (of compensation) is used to ensure that there is 
no confusion with actual expenditures. Since the analyses are based on models of 
benefits and their usage, it is important to make clear that figures used are not exactly 
the same as expenditures. 

We recommend using this Level of Benefit Method for total compensation 
comparison purposes. 
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4.2 Total Compensation Formula 

After the various compensation elements have been identified, and their value 
established under the level of benefits method, the issue of days of work and time off 
with pay arise. 

Hence, the sum of the estimated or actual expenses from the various compensation 
elements only represents an incomplete measure of total compensation, since it does 
not take into consideration days of work and time off with pay. 

The method presented incorporates these issues by presenting total compensation in 
the form of the monetary value of all compensation elements involving an expense 
in relation to weeks actually worked. 

This measure best reconciles the net average value of compensation to a group of 
employees under a level-of-benefits approach with the cost of compensation to the 
employer. As a formula, the value of total compensation is expressed as: 

Total compensation 
per week worked 

Direct compensation + Indirect compensation 
(annual) 	 (annual) 

Regular weeks paid 	— Weeks paid but not worked 
(annual) 	 (annual) 

For some occupations, we may deal with days or hours: the denominator is then 
calculated in terms of net days or hours worked, producing the measure dollars-per-
day or dollars-per-hour rather than dollars-per-week as the standard of comparison. 
In either case, the equation provides a common basis for comparing the value of 
compensation packages that might be quite different both in terms of benefits or work 
requirements. 

By subtracting the paid time-off period rather than adding an equivalent monetary 
value, there is no systematic overstatement of the aggregate monetary value. 
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In the case of Federally Appointed Judges, we are not dealing with a conventional 
employer-employee relationship. The determination of the regular work period, for 
example, must reflect the special characteristics of judicial duties. The regular weeks 
worked have been estimated as 150 % of the number of weeks spent in the courtroom 
to allow for decision-writing weeks. On the basis of 32 weeks spent in the courtroom, 
the number of regular weeks worked is 48, leaving 4 weeks as an estimate for the 
vacation period paid but not worked. 

For Supernumerary Judges, it is necessary to adjust the denominator to reflect the 
change in the weeks worked. As a first approximation, we have increased the weeks 
not worked by 50 % of the weeks worked to reflect a 50 % reduction in the regular 
workload. Hence the number of regular weeks worked is reduced to 24 weeks. 

To take into account the reduced number of weeks, we have calculated the average 
number of regular weeks worked during the career of a judge using the Expected 
Average Service Life as an active Judge and the Expected Average Service Life as a 
Supernumerary Judge. 

In either case, we also needed an estimate of the average number of days not worked 
pursuant to a leave of absence, maternity or parental leave or short-term disability. In 
the absence of more suitable data, an arbitrary estimate of one week has been used 
both before and after Recommendations. Therefore our calculations do not quantify 
the cost of this change which we consider marginal. 
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4.3 Reference Situation 

When assessing the cost of total compensation packages, a reference situation is 
always used and should include the following elements: 

— Reference period: compensation packages are in force at a given date for a given 
period; in the case of the present calculation, we refer to the compensation 
package in force as at April 1, 1992, and the reference period is April 1992 to 
March 1993. 

— Reference population: to estimate costs resulting from the application of a set of 
conditions of employment and of associated working days, we need to define and 
use a reference population and experience that will be used to isolate changes in 
conditions of employment. The actual population of judges as at the beginning 
of the reference period is used as the standard for the purpose of the study. 
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4.4 Actuarial Valuation 

An actuarial methodology is used to determine the cost of some of the elements of 
the compensation package being assessed. 

These valuations forecast future expenditures related to the plans in effect, and then 
convert these future costs into a present value. This methodology requires the use of 
demographic and economic assumptions. 

ASSUMPTIONS 

Generally, when a pension plan is offered, it is considered convenient to use the same 
demographic and economic assumptions as the ones used in the valuation process for 
the pension plan because this plan represents a large proportion of the costs. In the 
present situation, the assumptions used in the actuarial valuations, as prepared by the 
Office of the Superintendent of Financial Institutions of Canada for reporting in the 
Public Accounts, have been selected. These assumptions are summarized in the 
Appendix. 

METHODS 

Different actuarial methods can be used. 

Entry Age Method  

This method calculates the present value of the projected benefits up to the date 
of termination, at the age the employees are hired or start participating in the 
plan. 

This present value of benefits is then divided by the present value of salary for 
the period starting at the age of entry until the age at the date of termination. 
The cost of the benefit is then presented as a uniform percentage of salary during 
the career of the employee. 

The cost, thus determined, does not vary with attained age or service but is stable 
over the career of the employees. 
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Unit Credit Method 

Under this method, we calculate the present value at the present age of the 
projected benefits in respect of service in the following year. The cost of benefit 
can then be expressed as a percentage of the salary projected for that following 
year. 

The cost is less stable because it varies according to age. But when applied to a 
group of employees, the average age is more stable and that method can be used 
to evaluate certain benefits (for reasons of simplicity) when we can assess that its 
use is not going to bring distortion in the valuation. For example, taking into 
account existing commercial practices to cover insurance, that approach could be 
suitable to evaluate health insurance costs even though it is known that the 
underlying costs vary by age. 

To illustrate the difference between the two methods, let us take the following 
vacation schedule: 

- 2 weeks after 1 year of service 

- 3 weeks after 3 years of service 

- 4 weeks after 10 years of service 

Under the Entry Age Method, taking into consideration the overall career, we could 
determine, under the proper set of assumptions, that the schedule is equivalent in 
cost to a uniform 3.25 weeks per year. 

Under the Unit Credit Method, the results would be 2 weeks between 1 and 3 years, 3 
weeks between 3 and 10 years, and 4 weeks after. 

The Unit Credit Method would be the average results taking into account the number 
of employees in each service group. In the case of an employer having currently no 
employees with more than 10 years of service, the advantage of the 4 weeks after 10 
years would not be reflected in the calculation. 
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The Entry Age Method captures more faithfully all the features of a compensation 
package notwithstanding the current age and service distribution of the group under 
study. This method is thus more suitable to measure the value of Total 
Compensation averaged over a full career. 

However, in the circumstances, given that the benefits other than pension are not 
modified and that the vacation period is deemed equal at all ages, we have deemed 
the one-year cost to be a satisfactory substitute for costs established under the Entry 
Age Method. 

58 	 Sobeco Ernst & Young 



5. TOTAL COMPENSATION COSTS ESTIMATES 

The number of judges is as at March 31, 1992, and the salary rate for the two years 
beginning April 1, 1993, is the rate applicable on April 1, 1992, while the salary rate for 
the third year incorporates the automatic indexing provided under Section 25 of the 
Judges Act projected at 2.5% on the basis of the actuarial assumptions used for the 
valuation of the Pension Plan. It is further assumed that the costs of the other 
components, on the average, remain constant as a percentage of salary. 

In order to estimate the Total Compensation Costs we have first calculated the Total 
Compensation Costs on the basis of the estimates of Section 6 applicable to a Puisne 
Judge. This first total is then adjusted to take into account the salary differential for 
Supreme Court Judges and Chief Justices. Pension costs for the differential over the 
Puisne rate have been estimated on the basis of the same percentage as calculated for 
the all the Judges. For compensation components other than Pension, no adjustment 
to the differential over the Puisne rate is necessary because the total cost has been 
allocated already as a percentage of the Puisne rate. 

These calculations are as follows : 
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Prior to 	First and 	Third year 
recommendations second year 

A. Total compensation at 
Puisne rate 

Total compensation 	 $ 201,559 	$ 204,519 	$ 209,632 

Total number of judges 	 898 	 898 	898 

Total compensation at 
Puisne rate 	 $ 180,999,982 	$ 183,658,062 	$ 188,249,514 

B. Differentials 

Chief Justices 

Base salary differential 	 $ 14,200 	$ 14,200 

Number of Chief Justices 	 36 	 36 

Subtotal for Chief Justices 	$ 511,200 	$ 511,200 

Supreme Court Judges 

Base salary differential 

Judges 	 $ 29,400 	$ 29,400 

Chief Justice 	 $ 44,100 	$ 44,100 

Number of Judges 	 8 	 8 

Number of Chief Justices 	 1 	 1 

Subtotal for Supreme Court 	$ 279,300 	$ 279,300 

TOTAL SALARY 
DIFFERENTIALS 	 $ 790,500 	$ 790,500 

C. Pension differentials as 
per line 2.1.3 Section 6 $ 207,900 	$ 222,921 

$ 14,555 

36 

$ 523,980 

$ 30,135 

$ 45,202 

8 

1 

$ 286,282 

$ 810,262 

$ 228,494 

D. Total compensation costs 	$ 181,998,382 	$ 184,671,483 $ 189,288,270 
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Prior to recommendations 
First and second year 
Third year 

$ 4,947 
$ 5,069 
$ 5,196 

The average compensation cost per week worked is obtained by dividing Total 
Compensation Costs by the number of weeks worked, taking into account the 
assumed duration of leaves of absence and the reduced regular workload during the 
Supernumerary period. With the introduction of the Rule of 80, the average 
number of weeks in the regular work year is reduced by the increased proportion of 
the period served as Supernumerary over the career of a judge. The weighted 
average is calculated by applying the expected number of years in each status to 24 
weeks and 48 weeks respectively. The reduction is as follows: 

Current conditions After Rule 
of 80 

Expected average service life (years) 

As Supernumerary Judge 	 5.43 	 5.47 

Other than as Supernumerary 	 16.17 	 14.96 

Total number of years 	 21.60 	 20.43 

Weighted expected average regular 
work load 

Reduction from regular 48 weeks 

Expected number of weeks worked 

	

41.97 	 41.57 

	

6.03 	 6.43 

	

40.97 	 40.57 

The average Total Compensation Cost per week worked is thus as follows: 

The average number of weeks worked by a judge is 0.986% higher before the change, 
that is 40.97 versus 40.57. Therefore, to produce the same number of weeks worked, 
the number of judges would need to be increased by 0.986%. The aggregate cost 
increases resulting from the recommendations can be obtained by multiplying the 
cost increase per week worked by the aggregate number of weeks worked as at 4/1/92 
before change, that is 36,791 weeks (898 x 40.97) versus 36,432 weeks (898 x 40.57) after 
change. 
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The effect of the introduction of the Rule of 80 on the cost of the Pension Plan has 
been estimated on the basis of Entry Age Normal Cost. The entry ages assumed 
have been based on the 1989-91 experience. The retirement rates have been adjusted 
to take into account the shift in the age at which judges become eligible to retire and 
hence become eligible to Supernumerary status. The adjustment has been deemed 
sufficient, in aggregate, to cover the change in the retirement age for Supreme Court 
Judges. 

The increase in the Normal Cost measures the effect on the cost as if the new rule 
had applied over the whole career of the judges, thus measuring the long term 
effect. In addition, the introduction of the Rule of 80 results in a non-recurring cost 
equal to the increase of the liabilities accrued with respect to prior service as the rule 
becomes applicable to all judges on the basis of their total service. The increase in 
the actuarial liability on the Unit Credit basis is estimated to $11.4 million on the 
basis of the 1991 year-end population. This estimate has been deemed an acceptable 
approximation for the increase on the Entry Age basis which could not be available 
within the required time period. The December 31, 1991, estimate covered 902 
judges. It has been projected to April 1, 1992, in proportion to the increase in 
aggregate salaries for the population of 898 judges at that date. 

This increase in liabilities can be amortized by equal annual installments over the 
Expected Average Remaining Service Lifetime of the judges, estimated at 12.0 years 
which result in a declining percentage cost over the 12-year period. The projected 
increase in liabilities is $ 12.0 millions and the annual installment is $ 1,626,000. 
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The cost increases are estimated as follows by comparison to total compensation 
costs as at 4/1/92 before change : 

Increase in accrued liability 	Increase in accrued liability 
allocated to first year 	amortized over 12 years 

	

4/1/93-3/31/94 	 16,488,502 	 6,114,502 

	

4/1/94-3/31/95 	 4,488,502 	 6,114,502 

	

4/1/95-3/31/96 	 9,160,959 	 10,786,959 

Total $30,137,963 	 $23,015,963 
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1.2 Allowances (Judges Act) 

The allowances have been deemed 
a reimbursement of expenses. 

6. PUISNE jUDGES COMPENSATION ELEMENTS 

Cost estimates for the Pension Plan (2.1.3) have been provided by the Office of the Superintendant of Financial 
Institutions (Ottawa). Other cost estimates are based on information provided by the Office of the Commissioner for 
Federal Judicial Affairs. 

1. DIRECT COMPENSATION 

1.1 Base salary (Judges Act, Art. 9 to 23) 

1992 	 Recommendations 

$ 155,800 	$ 155,800  

Not included 	Not included  



2. INDIRECT COMPENSATION 

2.1 Income protection 

2.1.1 Disability, long term and short term: 

— Income protection with full salary 

2.1.2 Job security 

2.1.3 Pension 

— Judicial annuities (Judges Act, Art. 42) 
(Employer share) 

2.1.4 Insurance benefits available at retirement: 

— Health: - Provincial health insurance * 

- Public Service Health Care Plan 
(Employer share) 

- Health Plan 
(Canadian Judges Conference) 
(optional) (Employee paid) 

- Public Service Management 
Insurance Plan (optional) 
(Employee paid) 

- Canadian Judges Conference 
(optional) (Employee paid) 

— Life: 

* Applicable to B.C. only 

	

1992 	 Recommendations 

Included in 	 Included in 
Pension Costs (2.1.3) 	 Pension Costs (2.1.3) 

or leave of absence (4.2) 	or leave of absence (4.2)  

Not estimated 	Not estimated  

	

26.3 % 	28.2 %  

Not included 	Not included  

	

0.13 % 	0.13 %  

0 	 0  

0 	 0  

0 	 0  



2.2 Health, accident, protection 

2.2.1 Life - dismemberment - dependents: 

— Public Service Management Insurance Plan 
(optional) (Employee paid) 

– Life insurance 

– Accidental death and dismemberment 
insurance 

– Dependenes insurance 

2.2.2 Health: 

— Public Service Health Care Plan 
(Employer share): 

– Drug benefit 

– Vision care benefit 

– Health practitioners benefit 

– Out of province benefit 
– Hospital expenses (outside Canada) benefit 

– Hospital benefit 

— Blue Cross (optional) (Employee paid) 

— Health Plan (Canadian Judges Conference) 
(optional) (Employee paid) 

— Dental (Public Service Dental Care Plan) 
(Employer paid) 

1992 	 Recommendations 

0 	 0  

0 	 0  

0 	 0  

	

0.26 % 	0.26 %  

0 	 0  

0 	 0  

	

0.29 % 	0.29 %  



3. LEGALLY REQUIRED PAYMENTS 

3.1 Unemployment insurance 

3.2 Basic health insurance 

3.3 Workers compensation 

3.4 Quebec/Canada Pension Plan 

• Total direct, indirect and legally required payments 

	

1992 	 Recommendations 

Not eligible 	Not eligible  

,  

	

1.94 % 	1.94 %  

Not eligible 	Not eligible  

	

0.45 % 	0.45 %  

$ 201,559 	$ 204,519  



4. TIME WORKED 

4.0 Average number of weeks 

LESS 

4.1 Statutory holidays and vacation periods 

4.2 Leave of absence (Judges Act, Art. 54) 

4.3 Maternity leave (Treasury Board Manual) 

4.4 Others (Funeral leave, sick days) 

4.5 Reduction in nttmber of weeks for average 
duration as a Supernumerary Judge 

• Average number of weeks worked 

5. TOTAL COMPENSATION PER WEEK 

	

1992 	 Recommendations 

	

52.00 	 52.00  

	

4.00 	4.00  

	

1.00 	1.00  

	

Included 	in 4.2 	Included in 4.2  

Included in 4.2 	Included in 4.2  

	

6.03 	6.43  

	

40.97 	 40.57  

	

$ 4,920 	$ 5,041 *  

* $ 5,167 for the third year after including projected indexation at 2.5 % 



APPENDIX 

ACTUARIAL ASSUMPTIONS 

This section describes the actuarial assumptions used by the Chief Actuary of the Office of 
the Superintendant of Financial Institutions for valuing the liabilities of the Pension Plan 
for Federally Appointed Judges in the 1992 Public Accounts. 

A. Economic Assumptions as for 1992 Public Accounts 

The valuations assumptions are set at the Yield minus 1%, but no less than the New 
Money rate. The Fund Yield is derived through an iterative process based on 
investments in notional 20-year bonds. 

Rates of Interest 
January 1 

Projected 	Valuation 	Pension 	Salary 

	

New Money Fund Yield Assumption Indexing 	Increases 
Year 

1992 	8.5 	10.8 	9.8 	5.8 	5.4 
1993 	8.3 	10.7 	9.7 	2.1 	 0.0 
1994 	8.0 	10.5 	9.5 	2.2 	0.0 

1995 	7.6 	10.4 	9.4 	2.1 	 2.5 
1996 	7.3 	10.2 	9.2 	2.0 	2.4 
1997 	6.9 	10.0 	9.0 	1.9 	2.3 
1998 	6.0 	9.7 	8.7 	1.8 	25 
1999 	5.0 	9.4 	8.4 	2.0 	2.5 

2000 	5.0 	9.1 	8.1 	2.0 	25 
2001 	5.0 	8.7 	7.7 	20 	25 
2002 	5.0 	8.3 	7.3 	2.0 	25 
2003 	5.0 	7.9 	6.9 	2.0 	25 
2004 	5.0 	7.7 	6.7 	2.0 	25 

2005 	5.0 	7.8 	6.4 	2.0 	2.5 
2006 	5.0 	7.1 	 6.1 	 2.0 	25 
2007 	5.0 	6.9 	5.9 	2.0 	2.5 
2008 	5.0 	6.7 	5.7 	20 	2.5 
2009 	5.0 	6.5 	5.5 	2.0 	25 

2010 	5.0 	6.2 	5.2 	2.0 	2.5 

2015 	5.0 	 5.2 	 5.0 	 2.0 	 2.5 

Ultimate 	5.0 	 5.0 	 5.0 	 20 	 25 
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B. Main Demographic Assumptions 

The demographic assumptions are those expected to be used for the forthcoming 
statutory valuation as at December 31, 1991. In aggregate they are not materially 
different from the demographic assumptions used in the 1988 statutory valuation 
described more fully in the Actuarial Report signed by the Chief Actuary on June 20, 
1990. 

RETIFtEMENT RATES 

Retirement rates are based on the smoothed experience of the plan. These unisex 
rates are applied only to active judges who qualify for pensionable retirement or must 
retire at age 75. 

For those eligible under the Rule of 80, the statutory rates of retirement were extended 
down to age 60 and rates of retirement at ages 70 to 74 have been adjusted to reflect the 
10-year limit on Supernumerary status as follows: 

Age 	 Rate 	 Age 	 Rate 

60 	 .0141 	 70 	 .9229 

61 	 .0155 	 71 	 .5199 

62 	 .0170 	 72 	 1.0000 

63 	 .0187 

64 	 .0206 

NEW ENTRANTS FOR ENTRY AGE NORMAL COST 

Male 	 Female 

Below 46 	 16% 	 82% 

46 - 50 	 28% 	 10% 

51 - 55 	 26% 	 8% 

56 - 60 	 23% 	 0% 

Over 60 	 7% 	 0% 

Average Age 	 51.9 	 42.2 
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OTHER ASSUMPTIONS 

Mortality rates for the year 1992 are based on the 1983 Group Annuity Mortality Table, 
adjusted to recognize the recent experience of the plan. Rates for 1993 and subsequent 
years are obtained by decreasing the 1992 rates by mortality improvement factors on 
the order of 1% per annum. For disability pensioners, levels of mortality are more 
than doubled. There are separate rates for males and females. 

Disability rates are based on the smoothed experience of the plan. These unisex rates 
are applied only to active judges not yet eligible for pensionable retirement. 

The sex-distinct proportion-married, age of surviving spouse, and surviving offspring 
assumptions are based largely on the plan's own experience and are applied to both 
active and retired plan members. 
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GLOSSARY 

Actuarial Cost Method 

A recognized technique for establishing the amount and incidence of the 
actuarial cost of pension or benefits programs, and the related actuarial 
liabilities. 

Actuarial Present Value 

The value of an amount or series of amounts payable or receivable at 
various times, determined as of a given date by the application of a 
particular set of actuarial assumptions. 

Cost of Benefit Method 

Total compensation valuation method that consists in comparing actual 
disbursements made by employers for employees, without any reference on 
the amount or quality of compensation being provided. 

Entry Age Actuarial Cost Method 

Also called entry age normal actuarial cost method. A method under which 
the actuarial present value of the projected benefits of each individual 
included in an actuarial valuation is allocated on a level basis over the 
earnings or service of the individual between entry age and assumed exit 
age(s). The portion of this actuarial present value allocated to a valuation 
year is called the normal cost. The portion of this actuarial present value 
not provided for at a valuation date by the actuarial present value of future 
normal costs is called the actuarial accrued liability. Under this method, the 
actuarial gains (losses) are reflected as they occur in a decrease (increase) in 
the unfunded actuarial accrued liability. 

Expected Average Remaining Service Life (of an employee group) 

Total number of years of future service expected to be rendered by that group 
divided by the number of employees in the group. The calculation of 
expected future service takes into account decrements based on actuarial 
assumptions but is not weighted by benefits or compensation. 
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Experience 

Usually expressed as a ratio or percentage, it is the relationship of claims, or 
benefits of a plan over the expected amounts. 

Funding Method 

Any of the several techniques actuaries use in determining the amounts of 
contributions to provide for pension costs. 

Gross Comparison Method 

Total compensation valuation method that consists in assigning subjective 
values to each element of a compensation package and then comparing 
these values to values assigned to similar compensation elements offered to 
other employees. 

Level of Benefit Method 

Total compensation valuation method that involves calculating the costs 
incurred by the employer to provide its employees with a compensation 
package, current or simulated. 

Simulated Cost Method 

Different term used to refer to the level of benefit method. 

Total Compensation 

Includes all the conditions,  contractual or statutory, which usually result in 
a financial commitment by the employer, in respect of employees or for 
their benefit, which the employer meets in exchange for the work 
performed for a given period. 

Unit Credit Actuarial Cost Method 

An actuarial cost method under which the plan's normal cost for a year is 
the present value of the benefit credited to all participants for service in that 
year and the accrued liability is the present value at the plan's inception of 
the units of benefits credited to participants for service before the plan's 
inception. 
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