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

BETWEEN:
SUE McSHEFFREY
Plaintiff
-and -
HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO
Defendant
Court File No. 06-CV-324475PD3
ONTARIO SUPERIOR COURT OF JUSTICE
AND BETWEEN:
DIANNE LECLAIR
Plaintiff
-and -
HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO
Defendant

Proceeding Under the Class Proceedings Act, 1992
AFFIDAVIT OF TIAN-TECK GO

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

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

“McSheffrey class”).
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Introduction/Background

2.

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

to be true.

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

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

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

(attached as Exhibit “2”)

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

(attached as Exhibit “3”); and

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

as Exhibit “4”).



Sue McSheffrey

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

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

believe to be true:

(a)

(b)

(c)

(e)

(f)

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

the Class Proceedings Act, 1992,

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

with Renfrew County & District Health Unit;

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

Community Care Access Centre (“Renfrew CCAC”);

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

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

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

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

Ms. McSheffrey continues to make pension contributions to HOOPP by

virtue of her employment with the Champlain CCAC.
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Gay Spong

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

the following, which | believe to be true:

(@)

(b)

(c)

(e)

Gay Spong is a member of the McSheffrey class;

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

employment with VON prior to 1997;

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

CCAC;

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

employment with Hamilton CCAC; and

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

HOOPP in or around 2004.

McSheffrey Class

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

true that McSheffrey class members have the following common characteristics:

(@)

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

Ontario’s municipal governments and private entities;



(b)

(d)

(e)

(f)

(9)

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

pension plan;

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

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

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

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

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

delivered by municipalities and private entities;

Many employees of the home care programs and placement coordination

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

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

OMERS and HOOPP or VON and HOOPP.

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

documents:

(a)

Various pension statements relating to Ms. McSheffrey from OMERS and

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

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

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

Plan texts for OMERS, VON and HOOPP;

Various pension statements and pay information relating to Ms. Gay

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

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

Report”);

Actuarial Advice Prior to Mediation in 2009

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

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

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

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

“5”) .

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

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

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

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

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

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

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

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

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

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

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

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

McSheffrey prior to the Adams mediation.

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

of age.



18.

19.

20.

21.

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

two different scenarios to compare them:

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

60.63 and 65.05 (“Scenario 1”); and

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

OMERS only (“Scenario 27).

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

which she terminates her plan membership or retires.

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

pension in both OMERS and HOOPP (Scenario 1).

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

arrangement of Scenario 2.

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

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

calculation.

Spong 2011 Report

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

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

approximately 65 years of age.

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

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

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

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

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

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

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

27.

28.

29.

30.

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

Affidavit of Ms. McSheffrey).

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

above.

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

for the difference in our results.

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

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

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

summarized the differences as follows:

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

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

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

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

FACTORS AFFECTING WHETHER MEMBERS WILL EXPERIENCE A GAIN OR
LOSS

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

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

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

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

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

service);

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

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

retirement) varies under each of the four pension plans.

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

of the four relevant pension plans.

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

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

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

to divestiture;

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

cease ad hoc pension increases';

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

generous survivor benefits than others);

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



33.

34.

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

previously not made contributions); and

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

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

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

cannot be ascertained until she actually terminates or retires.

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

the factors outlined above.

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

total value.
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36.

37.
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It is my opinion that the only way to determine the impact of enrolment in two
pension plans instead of one plan is to calculate the value of the pension at the

date of actual retirement or termination for each class member.

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

calculation for each class member.

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

38.

39.

40.

41.

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

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

termination or retirement.

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

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

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

would increase.

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

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



