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NEW MADE IN CANADA MORTALITY TABLES MAY
LEAD TO HIGHER PENSION CONTRIBUTIONS
By Compte Administrateur Principal - 2013-05-14

The Canadian Institute of Actuaries (CIA) is creating a first-ever, uniquely Canadian mortality table that will in all
likelihood lead to higher contributions for defined benefit (DB) pension plans.
The expected results of the new table – lower mortality rates – will be especially difficult for smaller pension plans
that have felt the brunt of a number of factors in the recent past and see a new mortality table requiring increased
contributions as yet another financial issue that may make it difficult for them to maintain their DB plans.
“They see this as one more negative factor in just a long line of bad news over the past 15 years,” said Joe Nunes,
president of Actuarial Solutions Inc., whose firm represents smaller pension plan sponsors. “It’s just another nail in
the coffin for traditional DB plans.”
Longer life spans of retirees, as well as low interest rates and/or low investment returns, have hit many DB plans
over the past few years.
A research study on the new mortality table, expected to be made public around June, is an updated version from a
table that came out in 1994, called UP94, which contains a mixture of U.S. and Canadian mortality experiences and
is based on data collected in the 1980s. But while the U.S. and Canada currently have similar mortality experiences
at age 85 and up, life expectancy for those below that age is higher now in Canada than in the U.S., said CIA past
president Bob Howard, a life insurance actuary and member of the committee working on the table.
The table, which is expected to be in use later this year, is especially important for the evaluation of pension plans
because most plans in Canada are not large enough to develop their own tables and therefore rely on the CIAsanctioned data, said Jacques Lafrance, CIA president-elect and a pension actuary.
It is more than likely that the new made-in-Canada table will show lower mortality rates (ie. higher life expectancies)
and that will mean increased contributions to provide guaranteed benefits.
“Pension plans are subject to regular evaluation by actuaries who determine how much employers must pay to back
the benefits. So we could expect an increase in contributions and an increase in the pension cost reported in
companies’ financial statements. Some companies are already aware of this possibility and they are somewhat
concerned. But at the end of the day, the role of the actuary is to provide the best assessment possible of the true
cost of pension plans,” said Mr. Lafrance. “It’s better to recognize these higher costs now than be reflected later.”
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The true cost of a pension plan cannot be fully known until everyone in the plan has died, said Mr. Howard. But he
also said having an accurate assessment of what the mortality is now and what it’s expected to be over the next
several years gives the industry a better chance of putting an appropriate charge to today’s contributors so there
won’t be “an upset in equity” between the current and next generation of contributors.
For large pension plans that can afford to come up with their own mortality tables, the new table is not likely to have
a huge change in the values of the pension plan, said Mr. Howard. “It may result in a little bit better equity of one
generation compared to another, but it will be a tweak as opposed to a revolutionary change,” he said.
A jump in liabilities
Mr. Nunes said his small clients, which he described as having less than $100 million in assets, don’t have enough
mortality experience nor do they want to pay for a customized mortality study to develop a table that’s appropriate to
their plans. So they are using the industry-developed table.
“Right now, the industry is on the cusp of introducing a new standard table and the anxiety out in the industry for
actuaries in the smaller plans is that we are about to see a jump in liabilities,” said Mr. Nunes. “Whether that’s a
jump of three per cent or five per cent or eight per cent in liabilities, we don’t know yet. That’s why we, as actuaries
of the smaller plans, are concerned because the table we’re now using will probably shift to a new standard table
and that’s going to push those liabilities up.”
Pension plans that are experiencing good returns may be able to offset at least part of the increases, added Mr.
Nunes.
A new mortality table will also have an effect on the transfer values for employees who want to commute their DB
pensions – that is, take their DB pension in a lump-sum when they terminate employment rather than receive a
pension in the future. However, Mr. Lafrance said he does not expect this to happen until next year and in some
cases this will require changes in provincial legislation.
The life insurance industry, while it too is affected by lower mortality rates, will probably not feel the impact of a new
table because they are used to having studies done among themselves on an annual basis and produce their own
tables periodically, said Mr. Howard. In addition, insurers have become very sophisticated in how they fund their
liabilities.

Disconnect
| My profile

SHARE

http://www.insurance-journal.ca/2013/05/14/new-made-in-canada-mortality-tables-may-le... 5/30/2013

Page 3 of 4

INSURANCE & INVESTMENT
KNOWLEDGE CENTER
INDIVIDUAL LIFE

Insurers vie with banks on term policy front
2008, August, Distribution, Term

Principles-based regulation expected
2010, Distribution, October, Regulations/compliance

Whole life gains ground from universal life
2012, September 2012, Universal Life, Whole Life

IFRS: Insurers plunged into uncertainty
2010, August, Financial results,

Term insurance energized by recession
2009, March, Term

More Individual Life articles >>
GROUP INSURANCE
INVESTMENT
FINANCIAL PLANNING
LIVING BENEFITS
CEO STRATEGIES

ABOUT US

PRODUCTS

Since it was founded in 1992, The Insurance and Investment Journal
group has quickly become a leading news provider in the insurance and
financial services industry. Its suite of publications now reaches over
64,000 readers.

THE INSURANCE AND INVESTME

Each month, the The Insurance and Investment Journal group is the main
source of news and strategic information for insurance brokers, financial
advisors and industry executives. Our publications deliver exclusive
information on:

THE INSURANCE AND INVESTME

• new developments and trends in the insurance,

JOURNÉE DE L'ASSURANCE DE

INSURANCEINTEL

JOURNAL DE L’ASSURANCE

investment and financial sectors
• strategic interviews with influential executives

FLASHFINANCE.CA

• industry sales and market share profiles
comparative tables of insurance products

RÉPERTOIRE DES SERVICES EN
DOMMAGES

In addition to its magazines, The Insurance and Investment Journal and
Le Journal de l’assurance, The Insurance and Investment Journal group
publishes FlashFinance.ca, a weekly newsletter available online.
InsuranceINTEL, our insurance product market watch service, allow

http://www.insurance-journal.ca/2013/05/14/new-made-in-canada-mortality-tables-may-le... 5/30/2013

Page 4 of 4

advisors, brokers and agents to compare insurance products and obtain
personalized up to date camparative tables on the topics that interest
them the most. In addition, our directory of P&C insurance services
provides an overview of industry products and services.
What’s more, each November The Insurance and Investment Journal
group organizes The Insurance and Investment Convention. With over
1,800 participants, more than 30 speakers and 60 exhibitors, it’s the
largest industry event of its kind in Canada.
The Insurance and Investment Journal group: the information leader in
insurance and financial services in Canada!

© 2013 The Insurance and Investment Journal. All Rights Reserved.

http://www.insurance-journal.ca/2013/05/14/new-made-in-canada-mortality-tables-may-le... 5/30/2013

