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AFFIDAVIT OF MARCUS ROBERTSON

I, MARCUS ROBERTSON, of the Village of Bath, in‘the Province of Ontario, make oath and

say:
1. | am a fellow of the Canadian Institute of Actuaries, a former partner in the firm of

. Robertson, Eadie & Associates and was retained by the Plaintiffs in the within proceeding to

provide actuarial advice to the Plaintiffs and Class Counsel. As such, | have personai

knowledge of the matters to which | herein depose. Where my knowledge is based on '

information and belief, | have stated the source of my knowledge and verily believe the
_information to be true.

2. This affidavit is sworn further to my affidavit of September 20, 2012, sworn in support of
a motion by the Plaintiffs to prevent certain unilateral action by Canada Life and a request for a
mediator to be appointed in order to assist the parties in resolving their differences. | repeat and
rely on the contents of that affidavit, which is attached to this affidavit at Exhibit “A.”

3. | swear this affidavit in support of the Plaintiffs’ motion to vary the Judgment in

accordance with the terms of the Amended Surplus Sharing Agreement ("ASSA”).
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4. I have acted as the actuarial advisor to Class Couhsel and the Plaintiffs throughout the
history of this litigation and particularly in the context of the negotiation of the original Surplus
~ Sharing Agreement (“SSA”). | have further assisted the Plaintiffs and Class Counsel with the
issues arising as a result of the substantial reduction in the integration Partial Windup Surplus
(“IPWU Surplus”) as first reported by the external advisors to Canada Life in February of 2012.
5. In particular, | have assisted in the investigation and review by the Plaintiffs of the
change in circumstances. In that respect, | recommended that the Plaintiffs and Class Counsel
request and review certain documentation from Canada Life and its external actuarial advisors,
including the following:
a. Report on the Actuarial Valuation for Funding Purposes as at December 31,
2008, a true copy of which is attached to this affidavit at Exhibit “B”;
b. Report on the Estimated Financial Position of the Portion of the Plan Affected by
the 2005 Partial Plan Wind Up, dated March 21, 2012, a true copy of which is
attached to this affidavit at Exhibit “C”,
¢. Letter from Mercer to Canada Life dated QOctober 9, 2012, a true copy of which is
attached to this affidavit at Exhibit “D”;
d. Report on the Actuarial Valuation for Funding Purposes as at December 31,

2011, a true copy of which is attached to this affidavit at Exhibit “E™ and

e. Report on the Transfer of the Liabilities of the Remaining Portion of the 2005 -

Partial Windup to the Ongoing Portion of the Plan, dated October 11, 2012, a
copy of which is attached hereto at Exhibit “F”.
6. Although' | did not attempt to reproduce the figures and actuarial work undertaken and
reported by Mercer, | did review Mercer’'s work for reasonableness. | applied my professional
actuarial assessment and judgment to all of the other prevailing market conditions which are

applicable to the decline in the value of the IPWU surplus.
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7. In my affidavit of September 20, 2012, | gave a thorough description of the reasons for

the decline in the IPWU surplus. | repeat and rely on those explanations for the purposes of this

affidavit.

8. The salient aspects of my review are as follows:

a.

The most significant reason for the decline in the estimated value of the IPWU
Surplus relates to a dramatic increase in the cost of seftling the basic pension
benefits of the members of the IPWU.

The effect of the elections made by individual plan members has been to reduce
the estimated amount of the IPWU surpius. In particular, more members than
were expected elected pension purchases, and annuity purchase prices have
been greater than the commuted values which were and are available for
transfer.

There is no particular adverse investment performance at the source of the
reduction in the IPWU surplus. In this case, | understand the asset values in
respect of the IPWU surplus have not declined and have in fact increased during
the relevant time.

| have observed that the actuaries retained by Canada Life have followed the

appropriate Guidance provided to actuaries by the Canadian Institute of
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Actuaries in respect of the reports prepared for Plan. | can also observe that the . -

appropriate Guidance appears to have been applied in a reasonable and
consistent manner.

Using results presented in three reports prepared by the Plan’s actuary (the
Report on the Actuarial Valuation for Funding Purposes at December 31, 2008,
the Report on the Estimated Financial Paosition of the Portion of the Plan affected
by the 2005 Partial Plan Wind-up as at December 31, 2011 and the Report on

the Transfer of the Liabilities of the Remaining Portion of the 2005 Partial Plan




Wind-up to the Ongoing Portion of the Plan), | have prepared brief summaries
showing the financial positions of the portion of the Plan attributable to the IPWU
Group at various peints in time and sources of change in the estimated actuarial
surplus over time. The summaries on the foliowing two pages reflect financial
positions at January 1, 2006, December 31, 2008, December 31, 2011 and

August 31, 2012, as well as sources and amounts of change between these

dates.
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9. What the foregoing tables demonstrate is that the primary reason for the drop in the
estimated IPWU Surplus is the dramatic increase in the liabilities associated with the anticipated
settlement of benefits through annuity purchases for members who make that election (an
increase of approximately $64.7 million from December 31, 2008 to December 31, 2011).

10.  As | noted in my Affidavit of September 20, 2012, the principle»reason for the increase in
these liabilities is the decline in yields on Government of Canada real-return, long-term bonds.
For example, at December 31, 2008, this yield was reported at 2.10%, whereas at December
31, 2011, the vield was reported at 0.45%. At August 31, 2012, the yield on real-return, long-
term bonds was 0.40%

11.  The figures in the charts above reflect the decline in interest rates and the corresponding
increase in the Plan liabilities. | am satisfied that the Plan actuary has fairly reflected the change
in the IPWU Surplus over the period 2006 to 2012.

12.  The information provided in various reports prepared by Mercer and summarized above
relates to lump sum payments determined in accordance with Provincial regulation and
estimated prices of annuities expected to be purchased from insurance companies licensed to
conduct annuity business in Canada. In Spring 2012, Mercer surveyed insurance companies
regarding the anticipated settlement of benefits through annuity purchases and none of the
‘insurance companies approached was prepared to sell the required annuities. In other words,
f‘trvlérevf-is :no marké? in Canada for the Canada Life pensions. As a result, Mercer, on behalf of
Canada Life, brepared and filed the Report on the Transfer of the Liabilities of the Remaining
‘Portion of the 2005 Partial Plan Wind-up to the Ongoing Portion of the Plan. The IPWU surplus
therefore will be based, in part, on estimated rather than actual annuity prices.

13. The most recent actuarial information available discloses the following estimates of
surpluses (net of termination expenses) related to each of the Partial Plan Wind Ups available

for distribution (summarized at page 5 of the October 9, 2012 letter from Mercer to Canada Life,

Exhibit *D"):
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iPWU $2.6 million
Indago $1.1 million
Adason $6.2 million’
Pelican $2.9 million
Total | $12.8 million

THE AMENDED SSA

14. I have advised the Plaintiffs and Class Counsel throughout the negotiations which
resulted in the ASSA. Further, | attended the mediation before Justice Strathy in order to
provide support to the Plaintiffs and Class Counsel in the negotiation in those terms. Finally, |
was consulted by the Plaintiffs and Class Counsel as the terms of the ASSA were finalized and
committed to writing.

15. The dramatic reduction in the estimated value of the IPWU surplus is directly related to
the decline in yields on Government of Canada real-return, long-term bonds; and this decline is
a direct result of economic forces beyond the control of the patrties. In the circumstances, giving
some Class Members the possibility of a future surplus distribution under the ASSA ameliorates
this economic misfortune. Overall, the ASSA presents a better deal than if the SSA were
implemented without any amendment.

16. | believe the terms of the ASSA represent a fair and reasonable set of terms for Class
Members under the prevailing circumstances.

17. | swear this affidavit in support of a motion to vary the Judgment in accordance with the

ASSA and for no other or improper purpose.

! Canada Life subsequently notified the Plaintiffs that figure was revised to $6.1 million.
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SWORN BEFORE ME at the
Town of Picton, in the
Province of Ontario

this 8™ day of March, 2013,

M\ ano [T

CommissionelNox Taking Affidavits

SHELAGH MARGARET MATHERS

Bartister, Solicitar Nog Bl
» @0nGi (i iC
WMATHERS LAW SFFEE
6 TALBOT STREET
SUITE NO. 4

PICTON, ON KOK 210

Marcus Robertson
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This is Exhibit "A" referred to in the
affidavit of Marcus Robertson
sworn before me, this §™

il A Commissioner for taking affidavits, etc. §

SHELAGH MARGARET MATHERS
Barrister, Solicitor, Hotary Public
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ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:

DAVID KIDD, ALEXANDER HARVEY,
JEAN PAUL MARENTETTE, GARRY C. YIP, LOUIE NUSPL, SUSAN
HENDERSON and LIN YEOMANS

Plaintiff
-and -
THE CANADA LIFE ASSURANCE COMPANY,
A.P. SYMONS, D. ALLEN LONEY and JAMES R. GRANT
Defendant

AFFIDAVIT OF MARCUS ROBERTSON
(sworn September 20, 2012)

I, MARCUS ROBERTSON, of the Village of Bath, in the Province of Ontario,
MAKE OATH AND SAY:

1. I am a fellow of the Canadian Institute of Actuaries, a former partner in the firm
of Robertson, Eadie and Associates, and was retained by the Plaintiffs in the within
proceeding to provide actuarial advice to the Plaintiffs and Class Counsel. As such, I
have personal knowledge of the matters to which I depose hereinafter. Where my
knowledge is based upon information and belief, I have stated the source of my

knowledge, and verily believe the same to be true.

2. I have been asked by Class Counsel to swear this Affidavit in support of the
motion by the Representative Plaintiffs of the Integration Partial Wind Up Sub-Class for
a declaration that a proposed transfer of members of the Integration Partial Wind Up
Sub-Class who elected an immediate or deferred annuity to the ongoing portion of the
Canada Life Canadian Employees’ Pension Plan (the “Plan”) by Canada Life constitutes

a violation of the Surplus Sharing Agreement between the parties (the “SSA”).
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3. As I acted as the actuarial advisor to Class Counsel and the Plaintiffs in the
context of the negotiation of the SSA, I am familiar with its terms. Class counsel as
asked me to describe the annuity purchase process contemplated by the SSA, provide an
overview of the reasons for the decline in the Integration Partial Wind Up surplus in this
case, and to discuss whether or not the $1,000 minimum guaranteed payment to
members of the Integration Partial Wind Up Sub-Class and eligible members of the Non-
Partial Wind-up Sub-Class under the SSA remains capable of implementation, from an

actuarial perspective, given the reduction of distributable surplus to approximately $3.1

million.

4., In preparing my affidavit, I have relied upon the following documents prepared

by Canada Life’s actuaries (“Mercer”), and provided to me by Class Counsel:

()  Report on the Actuarial Valuation for Funding Purposes as at December

31, 2008; and,

(b)  Letter from Benedict O. Ukonga (Mercer) to Amy Metzger (Canada Life)
dated September 12, 2012, regarding the estimate at August 31, 2012 of
the financial position on a solvency basis of the portions of the Canada
Life Registered Plan affected by the 2005 partial wind-up and the

potential Indago, Adason and Pelican partial wind-ups.

The Partial Wind Ups Generally and the Proposed Annuity Purchase

5. In very general terms, pension surplus represents the excess value of the assets
held in a pension fund over the value of the pension plan’s liabilities, both calculated in a
manner prescribed by regulation. The estimated amount of surplus (if any) in a pension
plan at any given time is actuarially determined and depends upon a number of factors.

One of the most important factors in determining whether or not a pension plan is in

surplus is prevailing interest rates.

6. In the context of a partial plan wind-up, the value of a plan’s surplus is
determined in the context of settling pension plan members’ basic pension entitlements.

Under the Pension Benefits Act (the “PBA”™), if a pension plan member has not yet
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retired or is not eligible for early retirement, the plan member is required to be provided
with the right to elect one of three options for the settlement of his or her basic pension
benefits: 1) the transfer of the commuted value of his or her basic pension benefit to a
prescribed locked-in retirement vehicle; 2) the purchase of a deferred annuity from an
insurance company; or, 3) the transfer of the commuted value of his or her basic pension
benefit to another registered pension plan, provided the administrator of the proposed

receiving plan consents to the transfer.

7. For retired pension plan members in receipt of a pension, basic pension benefits

in pay have historically been settled through the purchase of an immediate annuity from

an insurance company.

8. The pension surplus in respect of a partial wind-up is the amount of assets left

once the foregoing basic pension benefits have been settled.

9. At the time the Integration Partial Wind Up was declared by Canada Life, a
pension plan administrator who declared a partial wind-up was required to transfer the
member’s basic pension entitlements from the pension plan in accordance with the
options describéd in paragraph 6 and 7 above. These basic requirements were described
by the Financial Services Commission of Ontario (“FSCO”), in Policy W100-231, a
copy of which is attached hereto as Exhibit “A.”

10.  In accordance with this policy and general regulatory requirements, the terms of
the SSA were drafted in accordance with the requirement to provide Plan members

affected by the Integration Partial Wind Up with their portability options.

11.  More recently, FSCO changed its policy with respect to the settlement of basic
benefits for pension plan members affected by a partial plan wind-up, as a result of a
decision of the Financial Services Tribunal. In this policy, Policy W100-232, dated
September 30, 2010, FSCO indicated that:
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[a]s a result of the December 2, 2009 Financial Services
Tribunal decision respecting an Imperial Oil Limited pension
plan, FSCO will no longer require administrators to purchase
annuities for members affected by a partial wind up who are
entitled to an immediate or a deferred pension. Instead, the
administrator may transfer the assets relating to these pension
benefits to the on-going portion of the pension plan.

12. A copy of Policy W100-232 is attached hereto as Exhibit “B.”

13. It is notable that Policy W1 06-232 pre-dates the execution of the SSA, which
was made effective as of September 1, 2011. While the parties could theoretically have
negotiated a provision in the SSA that members of the Integration Partial Wind Up
would have their benefits transferred to the ongoing portion of the Plan, they did not do

so. Instead, the application provision of the SSA, section 7(e), provided the following:

The Parties agree that PWU Group Members shall be given
their portability rights under section 73(2) of the Pension
Benefits Act (Ontario) or under a similar provision in the
pension standards legislation applicable to them. Canada Life
will arrange for an annuity to be purchased for any PWU Group
Member who elects to receive (or is deemed to have elected) a
deferred or immediate pension, and the pension provided via
such annuity, including indexation (if any), shall be determined
in accordance with the terms of the Plan. Any annuities
purchased for pensioners or other Plan or New Plan members or
former members in conjunction with the Partial Wind Ups shall
be insured annuities, and, subject to such reasonable
administrative limits as may be imposed by Canada Life,
annuities shall only be purchased for an amount that on the date
of purchase is within the Assuris limits. The Parties agree that
any annuities will be purchased following a competitive bidding
process, which may include as potential annuity providers
Canada Life and/or any of its affiliates.

14.  Based upon the information that was provided to Class Counsel, I understand that
Canada Life was unable to obtain any quotes from insurance companies in respect of the

required annuity purchase.

15.  From the standpoint of individuals who elected or are deemed to have elected the
purchase of a deferred or immediate annuity, there would likely be little impact on the
member in terms of the actual value of the pension received during retirement, whether

the pension was paid from the ongoing Plan, or by an insurance company through an
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annuity contract. The main differences relate to the nature of the risk and benefit

security associated with a particular form of basic benefit settlement, as:

(a) A pension paid from the ongoing Plan relies upon the, inter alia, the
value of the assets in the underlying Plan fund, and the solvency of the

Plan sponsor, to guarantee the benefit; whereas,

(b) A pension paid through an annuity contract is secured through the
contract with the insurance company providing the annuity, and is,
depending upon the amount of the monthly pension being paid through

the annuity, guaranteed by an insurance industry organization called

Assuris.
Reasons for the Decline in the Integration Partial Wind Up Surplus

16.  The most significant reason for the decline in the Integration Partial Wind Up

Surplus relates to a dramatic increase in the cost of settling the basic pension benefits of

the members of the Integration Partial Wind Up.

17.  With any pension plan wind up (full or partial), the estimated surplus at the
effective date of the wind-up and the actual surplus existing at the completion of the
wind up can differ, for several reasons, including 1) data changes (membership data
inust be confirmed as part of the wind up process), 2) member elections (as noted above,
some members have the option of accepting lump sum settlements of their entitlements
or having their entitlement purchased from an insurance company, 3) investment returns
that are different from the returns assumed at the effective date of the wind up, and 4)

differences between the estimated and actual costs of purchasing annuities.

18.  In this case, the partial wind up was declared by Canada Life effective June 30,

2005 and basic pension benefits of employees affected by this partial wind-up have not

yet been settled.

19.  In various correspondences and reports prepared by the Plan’s actuary since the

effective date of the partial wind-up, the actuary has identified changes in the estimated
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surplus and the sources of those changes. I have not attempted to aggregate the figures

presented by the Plan’s actuary, but instead provide general comments regarding the

changes in estimated surplus over time.

20.  The changes in estimated surplus that were due to changes in membership data

were not material.

21.  The effect of individual member elections has been to reduce the estimated
amount of surplus. .More members than were expected elected pension purchases and

annuity purchase prices have been greater than commuted values available for transfer.

22.  Regarding investment performance, it is my understanding that Canada Life took
steps to partially “immunize” the assets associated with the Integration Partial Wind Up,

by moving a significant portion of the assets from equity investments to fixed income

investments.

23.  In this case, the asset values in respect of the Integration Partial Wind Up have

not declined, and in fact, the value of the underlying assets has somewhat increased.

24.  There have been, however, significant increases since December 31, 2008 in
liabilities related to affected members who elected purchased pensions, and these
increases are largely related to the discount rates used by the Plan’s actuary. In the
following paragraph, I discuss guidance provide to actuaries by the Canadian Institute of
Actuaries (“CIA”). For purposes of this document, I limited my comments to guidance
related to valuing fully indexed pensions. Similar comments would apply to the

valuation of non-indexed pensions, although the discount rates were necessarily

different.

25.  The CIA has, for several years, provided guidance regarding actuarial bases
(discount rates and mortality assumptions) to be used when estimating the cost of
purchasing annuities for actuarial valuation purposes. In my experience, actuaries
generally follow the CIA’s guidance, unless they can support the use of a different basis.

For reports on this Plan, the actuary has followed CIA’s guidance consistently.
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26.  For ongoing pension plans, actuaries typically use the guidance when performing
solvency and hypothetical wind-up valuations. For pension plans that are being wound
up, whether in whole or in part, actuaries use the guidance to estimate the cost of
purchasing annuities from insurance companies for members for whom pensions will be
purchased in order to complete the full or partial wind-up. The actual cost of the

pensions being purchased is determined by the insurance companies that sell annuities.

27.  Of the two assumptions covered by the CIA’s guidance, the discount rate
assumption has the greatest impact. I have not estimated the effect of changes in the
discount rates on the estimated purchase prices of pensions and, consequently, the
estimated surplus on the partial wind-up of the Plan, but note that these effects have been
described in various correspondences and reports prepared by Mercer over the past
several years. While I didn’t confirm that Mercer’s estimates were accurate, they

seemed reasonable, given the discount rates that the actuary was using.

28. For actuarial valuations with effective dates between January 1, 2005 and
December 31, 2007, the CIA offered no guidance to actuaries with respect to pensions
that are indexed in relation to changes in the Consumer Price Index (“CPI”), indicating
that it (the CIA) did not have sufficient information to provide “any direct guidance on

the appropriate basis to be used to value such annuities.”

29. For actuarial valuations with effective dates on or after January 1, 2008, the CIA
has consistently recommended, for plans the size of the Plan, that actuaries use the yield
on Government of Canada real-return long-term bonds for pensions that are fully
indexed to changes in the CPI. Although indexed pensions under this Plan are not

necessarily fully indexed to changes in the CPI, the Plan’s actuary has made that

assumption and I agree with his assumption.

30,  The following table illustrates the yields on Government of Canada real-return

long-term bonds (CANSIM series V39057) at various dates since December 31, 2007,
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Date Yield on GoC
Real-Return Long-Term Bonds
December 31, 2007 1.91%
December 31, 2008 2.10%
December 31, 2009 1.53%
December 31, 2010 1.11%
December 31, 2011 0.45%
June 30, 2012 0.44%
August 31, 2012 0.40%
September 18, 2012 0.39%

31. These rates are measured and reported on a daily basis. In 2012, the yields have

ranged from 0.30% (June 1% and June 4™) and 0.62% (March 19",

Minimum Guaranteed Benefits Under the SSA

32.  Under the terms of the SSA, the Integration Partial Wind Up surplus is to be

divided as follows:

(@ 57.22% to members of the Integration Partial Wind Up group;

(b)  12.44% to eligible inactive members of the Non-Partial Wind Up group;

and,
() 30.34% to Canada Life.

33.  Utilizing the most recent estimate provided by Mercer of the Integration Partial
Wind Up surplus, the allocation of surplus as between these three groups is

approximately as follows:
(8  Integration Partial Wind Up Group: $1.77 million;

(b)  Eligible inactive Non Partial Wind Up Group: $0.39 million; and,

(¢)  Canada Life: $0.94 million.
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34, The SSA provides certain minimum guaranteed surplus payments to certain

members of the Class. These are set out at sections 7(g) and 8(d) of the SSA, which

provide as follows:

(g)

8(d)

The minitnum surplus allocation to each Eligible PWU
Group Member shall be $1,000.

The Inactive Eligible Non-PWU Group Surplus
Allocation shall be allocated under the Plan among
Inactive Eligible Non-PWU Group Members (or their
surviving spouse, beneficiary, or estate described in
paragraph 8(f) below, if applicable) pro rata to the wind
up liabilities of such Inactive Eligible Non-PWU Group
Members as of June 30, 2005 (or the date immediately
preceding death or cash out, for those individuals whose
liabilities under the Plan were reduced or paid out due
to death or cash out between April 12, 2005 and June
30, 2005), subject to a minimum allocation of $1,000
and having regard to applicable regulatory
requirements.

35.  Based upon the most recent report filed with FSCO by Canada Life, as at

December 31, 2008, it was reported that there were 2,146 individuals of the Integration
Partial Wind Up Group, and 1,560 individuals in the eligible inactive Non Partial Wind

Up Group.

36. Given the available surplus, as estimated at August 31, 2012 by Mercer, the

surplus available for distribution would be insufficient to meet the minimum payments

guaranteed by sections 7(g) and 8(d) of the SSA, as:

(2)

(b)

$1.77 million, distributed pro rata amongst the members of the

Integration Partial Wind Up Group, only nets individual surplus

allocations of approximately $825.00 per group member; and,

$0.39 million, distributed pro rata amongst the members of the eligible
inactive Non Partial Wind Up Group, only nets individual surplus

allocations of approximately $250.00 per group member.
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37.  I'make this Affidavit in good faith and for no other or improper purpose.

SWORN BEFORE ME st the Town of
Picton, in the Province of Ontario, on

Septemberyo'ﬂ,\zolz ‘ [ /V\
, M : Marcus Robertson

Com_nWer for Taking Affidavits

Kenneth Gregory Menlove
Barrister, Solicitor &
Notary Public
Province of Ontario



257

124

* This is Exhibit "A" referred to in the
affidavit of Maxcus Robertson
. sworn before me, this 20%
~ daylof Septgmber, 2012

; A Commissiloﬂer for taking affidavits, etc.
I ) : :

Kenneth Gregory Menlove
- Barrister, Solicitor &

Notary Public

Rrovince of Ontario
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Financial Services Commission of Ontario
Commission des services financiers de 'Ontario

Nmzeal
Ontario
SECTION: Wind Up
INDEX NO.: W100-231 .
TITLE: Distribution of Benefits on Partial Wind Up
-PBA s. 72(1) and 73(2)
- Regulation 909 s. 28(2)
APPROVED BY: Superintendent of Financial Services
PUBLISHED: FSCO website (March 2007)
EFFECTIVE DATE: March 30,2007 [No longer applicable - replaced by W100-232 - September 2010]
REPLACES: W100-230

This policy replaces W100-230 (“Individual Statement at Wind Up”) as of the effective date of this policy.

Note: Where this policy conflicts with the Financial Services Commission of Ontario Act, 1997, 8.0, 1997, ¢. 28 (FSCO
Act), Pension Benefits Act, R.S.0. 1990, ¢. P.8 (PBA) or Regulation 909, R.R.O. 1990 (Regulation), the FSCO Act, PBA

or Regulation govern.

This policy addresses the distribution of the benefits provided under the terms of the pension plan on partial wind up. In
this policy, the term “benefits” does not include any benefits arising from the distribution of surplus on partial wind up.
On full wind up of a pension plan, all assets of the pension plan must be distributed. Similarly, on partial wind up, the
administrator must distribute all assets in the wound up portion of the pension plan.

The distribution of surplus on partial wind up is addressed in policies S900-901 (“Allocation of Surplus to Members,
Former Members and Other Persons on Wind Up”) and $900-910 (“Distribution of Surplus to Employer on Partial Wind

Up”).
Options for Receipt of Benefits

On the partial wind up of a pension plan, several options are provided under the PBA for the distribution of benefits to
members, former members and other persons who are entitled to receive benefits from the pension plan as a result of

partial wind up.

Active members included in the partial wind up may elect to:
»  Transfer the commuted value of the pension benefit, as provided in section 73(2) of the PBA,;

*  Receive the lump sum cash payment under any of sections 39(4), 50, 63(2), 63(3) and 63(4) of the PBA, subject
to the terms of the pension plan; or
o  Receive an immediate or deferred pension.

Page 1 of 2
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Former members and other persons who are included in the partial wind up and are not in receipt of pension payments on
the partial wind up date continue to be entitled to a deferred pension commencing at the normal retirement date, or such
earlier date as provided under the terms of the pension plan, PBA and Regulation. In addition, section 73(2) of the PBA
provides that such persons are entitled to the transfer rights under section 42(1) and that section 42(3) does not apply to

limit these transfer rights.

Generally, all persons included in the partial wind up who are in receipt of a pension will continue to receive their
pension on the same basis as before the partial wind up. The pension amount may be adjusted at the completion of the
partial wind up process, such as where the terms of a multi-employer pension plan permit the reduction of benefits, or
where an employer declares bankruptcy and the partial windup has not been fully funded.

If a member who is entitled to make an election does not do so within the prescribed time, or such longer period as the
administrator may allow, the member shall be deemed to have elected a deferred or immediate pension.

Allimmediate and deferred pensions in the wound up portion of the pension plan must be provided through the purchase
of life annuities from an insurance company licensed in Canada to provide such annuities.

Provision of Individual Statements

The administrator of the pension plan must prepare individual statements, as required by section 72(1) of the PBA. The
statements must set out the entitlements and the options available to each member, former member and other person who
is entitled to receive benefits or a refund from the pension plan as a result of the partial wind up.

The statements required under section 72(1) of the PBA must contain the information specified in section 28(2) of the
Regulation. In respect of former members and other persons who are currently in receipt of or will be receiving a
pension, the statement should include full information on the insurance company from which the annuity has been or will
be purchased, as well as the name of a contact person there. Where this contact information is not available at the time
that the statement is issued, the statement should indicate when and how the information will be provided.

The statements required under section 72(1) of the PBA must be given to the persons who are entitled to receive payment
from the pension plan as a result of the partial wind up within 60 days after the administrator receives notice that the
Superintendent of Financial Services (Superintendent) has approved the wind up report. Where the Superintendent has
approved payment of benefits under section 70(3) of the PBA, the statements must be given to the persons affected by the
approval within 60 days afier the administrator receives notice of the section 70(3) approval.

Distribution of Benefits

Once the Superintendent has approved the wind up report, the distribution of benefits by transfer, cash payment or
annuity purchase, as elected by all persons entitled to benefit payments under the wound up portion of the pension plan,

should proceed as quickly as possible.

Where the wound up portion of the pension plan is in a deficit position that requires additional funding under section 75
of the PBA, sections 29(7) and 29(8) of the Regulation may place limits on the distribution of benefits from the pension
plan. See also policy W100-440 (“Restrictions on Payments in Deficit Situations™).

‘Whetre the wound up portion of the pension plan is in a surplus position, provision of benefits must be completed before
or concutrently with the distribution of surplus from the wound up portion of the pension plan.

The split, either notional or actual, between the wound up and on-going portions of the pension plan must be maintained
until all assets of the wound up portion are distributed. When that asset distribution is completed, only the on-going

portion of the pension plan will remain.
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dla, f September, 2012

A Commissioner for taking affidavits, etc.

Kenneth Gregory Meniove
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. Notary Public
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Financial Services Commission of Ontario
Commission des services financiers de I'Ontario

Ontario

SECTION: Wind Up
INDEX NO.: W100-232
TITLE: Distribution of Benefits on Partial Wind Up

- PBA ss. 72(1) and 73(2)
- Regulation 909 s, 28(2)

APPROVED BY: Superintendent of Financial Services
PUBLISHED: FSCO website (September 2010)
EFFECTIVE DATE: September 30, 2010

REPLACES: W100-231

This policy replaces W100-231 (“Distribution of Benefits on Partial Wind Up”) as of the effective date of this policy.

Note: Where this policy conflicts with the Financial Services Commission of Ontario Act, 1997, 8.0. 1997, c. 28 (FSCO
Act), Pension Benefits Act, R.5.0. 1990, c. P.8 (PBA) or Regulation 909, R.R.O. 1990 (Regulation), the FSCO Act, PBA

or Regulation govern.

Note: The electronic version of this policy, including divect access to all linked references, is available on FSCO'’s
website at www.fsco.gov.on.ca. All pension policies can be accessed from the Pensions section of the website through

the Pension Policies /ink.

This policy addresses the distribution of the benefits provided under the terms of the pension plan on partial wind up. In
this policy, the term “benefits” does not include any benefits arising from the distribution of surpius on partial wind up.
On full wind up of a pension plan, all assets of the pension plan must be distributed. Similarly, on partial wind up, the
administrator must distribute all assets related to the wound up portion of the pension plan.

The distribution of surplus on partial wind up is addressed in policies 8900-901 (Allocation of Surplus to Members,
Former Members and Other Persons on Wind Up) and 8900-910 (Distribution of Surplus to Bmployer on Partial Wind

Options for Receipt of Benefits

On the partial wind up of a pension plan, several options are provided under the PBA for the distribution of benefits to
members, former members and other persons who are entitled to receive benefits from the pension plan as a result of
partial wind up.

Page 1 of3
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Active members included in the partial wind up may elect to:

e  Transfer the commuted value of the pension benefit, as provided in section 73(2) of the PBA. The transfer
rights under section 42(1) entitle a member or former member with a deferred pension under the pension plan to
transfer the commuted value of the deferred pension:

a) toapension fund related to another pension plan, if the administrator of the other pension plan agrees

to accept it;
b) into a prescribed retirement savings arrangement; or
¢) forthe purchase of a life annuity for the member or former member, through a life insurance company

licensed in Canada; or
*  Receive an immediate or deferred pension.
In addition, active members who are eligible will receive lump sum cash payments:

o  Provided for under sections 39(4), 63(3) and 63(4) of the PBA; or
»  Provided for under sections 50 and 63(2) of the PBA, if the terms of the pension plan provides for it.

Former members and other persons who are included in the partial wind up and are not in receipt of pension payments on
the partial wind up date continue to be entitled to a deferred pension commencing at the normal retirement date, or such
earlier date as provided under the terms of the pension plan, PBA and Regulation. In addition, section 73(2) of the PBA
provides that persons entitled to a defetred pension but not in receipt of a pension are entitled to the transfer rights under
section 42(1) and that section 42(3) does not apply to limit these transfer rights.

Members already in receipt of a pension and included in the partial wind up will continue to receive their pension from
the plan if the administrator decides not to purchase annuities in respect of their benefits. If the administrator decides to
purchase annuities for these individuals, their pension will be paid from the applicable insurance company.

If a member who is entitled to make an election does not do so within the prescribed time, or such longer period as the
administrator may allow, the member shall be deemed to have elected a deferred or, if eligible, an immediate pension,

As a result of the December 2, 2009 Financial Services Tribunal decision respecting an Imperial Oil Limited pension
plan, FSCO will no longer require administrators to purchase annuities for members affected by a partial wind up who are
entitled to an immediate or a deferred pension. Instead, the administrator may transfer the assets relating to these pension
benefits to the on-going portion of the pension plan. For more information regarding this, see policy W100-233 —
(Distribution of Benefits on Partial Wind Up Where Immediate or Deferred Pensions are Not Purchased).

Provision of Individual Statements

The administrator of the pension plan must prepare individual statements, as required by section 72(1) of the PBA. The
statements must set out the information specified in section 28(2) of the Regulation including the options available to
each member, former member and other person who is entitled to receive benefits or a refund from the pension plan as a

result of the partial wind up.

In respect of former members and other persons for whom the administrator has purchased or intends to purchase an
annuity from an insurance company licensed in Canada, the statement should also include information (name and
address) of the insurance company from which the annuity has been or will be purchased, as well as the name and contact
information of a contact person there. Where this contact information is not available at the time that the statement is
issued, the statement should indicate when and how the information will be provided.
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Whete the plan administrator chooses not to purchase annuities for the immediate and deferred pensions relating to the
partial wind up, additional information and communication as described in policy W100-233 must be provided to

members affected by the partial wind up.

The statements required under section 72(1) of the PBA must be given to the persons who are entitled to receive payment
from the pension plan as a result of the partial wind up within 60 days after the administrator receives notice that the
Superintendent of Financial Services (Superintendent) has approved the wind up report. Where the Superintendent has
approved payment of benefits under section 70(3) of the PBA, the statements must be given to the persons affected by the
approval within 60 days after the administrator receives notice of the section 70(3) approval.

Distribution of Benefits

The timing of distribution of benefits relating to a partial wind up depends on whether the partial wind up is in a surplus
ot a deficit position.

‘Where the partial wind up is fully funded and the Superintendent has approved the partial wind up report, the plan
administrator must make payment in accordance with the elections or deemed elections within 60 days after the later of
the day in which the administrator receives the applicable person’s election or deemed election; and the day on which the
administrator receives notice that the Superintendent has approved the report. The provision of benefits must be
completed before or concurrently with the distribution of any surplus remaining in the wound up portion of the pension

plan.

Where the wound up portion of the pension plan is in a deficit position that requires additional funding under section 75
of the PBA, sections 29(7) and 29(8) of the Regulation may place limits on the distribution of benefits from the pension
plan. For example, section 29(8) provides that a life annuity purchase cannot occur until the required funding under
section 75 ofthe PBA has been made. Similarly, the transfer of the assets and liabilities in respect of the immediate and
deferred pensions to the on-going portion of the pension plan can only take place once the requirements of section 75

have been met.

Where the plan administrator has chosen not to purchase life annuities for the immediate and deferred pensions of the
wound up portion of the pension plan, the transfer of the assets and liabilities in respect of these pensions to the on-going
portion of the pension plan shall proceed once all section 75 funding requirements have been met. See also policies
W100-102 (Filing Requirements and Procedure on Full or Partial Wind Up of a Pension Plan) and W100-440

Restrictions on Payments in Deflcit Situations).

The split, either notional or actual, between the wound up and on-going portions of the pension plan must be maintained
until all assets of the wound up portion are distributed.
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The Canada Life Canadian Employees
Pension Plan

1

Summary of Results

Report on the Actuariat Valuation for
Funding Purposes as at December 31, 2008

Note: The Plan was parlially wound up effective
June 30, 2005. The resuits summatized below as at
January 1, 2006 and December 31, 2008 represent
the combinad retained and partial wind-up pottions
of the Plan. Detalls about the breakdown of assets,
llabilitles, and current service costs belween these
two groups, as well as a description of how llabilities
and current service costs were calculated, are
outlined in the body of the report.

Going-concern Financilal Position
Market value of assels

Actuarial liability

Funding excess {Unfunded Hability)

Selvency Financhal Position
Solvency assets

Solvency liability

Solvency excess (deflciency)
Transfer ratio

Wind-up Financial Positlon

Market valus of assets {net of termination expenses)

Total wind-up liability
Wind-up excess (deficiency)

Mercer (Canada) Limited

31.12.2008 1.1.2006
$722,323,000 $795,710,000
$501,294,000 $500,034,000
$221,029,000 $295,676,000

31.12.2008 1.1.2006
$720,323,000 $793,710,000
$554,696,000 $509,440,000
$165,627,000 $284,270,000

1.32 1.57

31.12.2008
$717,323,000
$554,696,000
$162,627,000

67



The Canada Life Canadian Employees
Penslon Plan

Funding Requirements (annualized)
Total current service cost

Estimated members’ required contributions
Estimated employer’s current service cost
Estimated members’ pensionable earnings

Employet's current servics cost as a percentage of
members’ penslonable earnings

Minimum special payments
Estimated minimum employer contribution for year
Estimated maximum employer contribution for year

268 -

Repont on the Acluarial Valuation for
Funding Purposes as at December 81, 2008

2009 2006
$8,716,000 $10,640,000
$1,475,000 $1,765,000
$7,240,000 $8,875,000

469,766,000 $76,411,000
10.4% 11.6%

$0 $0

$0 $0

$0 $0

Mercer (Canada) Limited



‘The Canada Life Canadian Employees Report on the Actuarial Valuation for
Pension Plan Funding Purposes as at Decernber 31, 2008

2

Introduction

Report on the Actuarial Valuation as at December 31,
2008

To The Canada Life Assurance Company

At the request of the Canada Life Assurance Company, (the “"Company”), we have
conducted an actuarial valuation of The Canada Life Canadian Employees Pension Plan
(the “Plan”) as at December 31, 2008. We are pleased to present the results of the
vatuation.

The purpose of this valuation is to determine:

« the funded status of the Plan as at December 31, 2008 on going-concern, solvency
and wind-up bases, and

»  the minimum and maximum funding requirements from 2009.

The information contained in this report was prepared for the internal use of the Company
and for filing with the Financlal Services Commission of Ontario and with the Canada
Revenue Agency, in connection with our actuarial valuation of the plan. This report is not
intended or suitable for any other purpose.

This report will be filed with the Superintendent of Financial Services for the Financial
Services Commission of Ontario {the “Superintendent”} and with the Canada Revenue
Agency. '

The next actuarial valuation of the plan will be required as at a date not later than
December 31, 2011 or as at the date of an earlier amendment to the plan, in accordance
with the minimum requirements of the Ontario Pension Benefits Act.

Mercer {Canada) Limited 3
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The Canada Life Canadian Employses Report on the Actuarial Valuation for
Penslon Plan Funding Purposes as at December 31, 2008

There is a funding excess of $228,029,000 and no special payments are required for
solvency purposes as at December 31, 2008, on the basis of the assumptions and
methods described in this report. Thus, the employer need not contribute to the plan until
after the entire funding excess has been applied towards the employet’s current service
cost,

Once the entire funding excess has been so applied, monthly employer contributions must
resume. We recommend that such employer coniributions be determined as 10.4% of
members’ pensionable earnings.

Since the funding excess for the retained group exceeds the maximum allowed under
Section 147.2 of the Income Tax Act, no contribution to the plan by Canada Life is
permitted before the funding excess has been reduced to less than $28,331,200, or else
the plan’s registered status may be revoked.

June 30, 2005 Partial Wind-Up

A partial wind-up was declared by Ganada Life as a resuit of the workforce integration
measures taken after the acquisition of the Company by The Great-West Life Assurance
Company (“Great-West Life") on July 10, 2003. All members of the plan whose
employment with Canada Life terminated in conjunction with the integration, other than
those members of the plan who were employed in the province of Québec, have been
included in the partial wind-up. This includes members whose employment was terminated
during the integration period by Canada Life, as well as those who resigned or retired
voluntarily. It also includes those members who were informed during the integration
period that their employment would be terminated as a result of the integration and whose
employment was, or will be, subsequently terminated after June 30, 2005. The integration
period started effective July 10, 2003, the date Canada Life was acquired by Great-West
Life, and ended on June 30, 2005 (the “Partial Wind-Up Date”).

On September 4, 2003, the Superintendent approved Canada Life’s request to commence
monthly pension payments from the pension fund to those members and former members
of the plan who are eligible for, and who elect to receive, an immediate pension. In the
absence of the Superintendent’s consent, the option for members to transfer funds from
the pension fund, will not be provided until after the partial wind-up repott is approved.

A report on the partial wind-up of the plan as at June 30, 2005 was filed with the
Superintendent in March, 20086.

This report shows the assets and liabilities separately for those Plan members who were
affected by the June 80, 2005 partial wind-up (the “partial wind-up” group) and those
members who were not affected by the June 30, 2005 partial wind-up (the “retained”

group).

Actuarial Assumptions and Methodology

Mercer (Canada) Limited 4

270



271

The Canada Life Canadian Employees Report on the Actuarial Valuation for
Pension Plan Funding Purposes as at December 31, 2008

For the retained group, we have used the same geing-concern valuation assumptions and
methods as were used for the valuation as at January 1, 2006, except for the following
changes:

Assumption 31.12,2008 Valuation 1.1.20086 Valuation
Investment Return 5.8% 5.25%

Inflation 1.3% 2.5%

Productivity Improvement  1.0% 0.5%

Increase in YMPE and 2.3% 3.0%

maximum pension

Starting YMPE $46,300 (2009) $42,100 (2006)
Termination Scale Revised, see AppendixB  See Appendix B

Merit Scale Revised, see Appendix B See Appendix B
Mortality UP 94 Generational UP 94 projected to 2016

We have made the above changes to the going concern actuarial assumptions to reflect
anticipated future experience and the general long term economic outlook and market
conditions in effect at December 31, 2008. Expected future investment returns under the
plan were developed based on the plan’s target asset mix in the statement of investment
policies and objectives. These changes have resulted in a decrease in the actuarial
liabllities at December 31, 2008 of $59,965,000 and a decrease in the 2009 employer
current service cost, expressed as a percentage of members’ pensionable earnings, of
3.7%.

In addition, for the partial wind-up group, we have updated the assumptions used to
estimate the cost of settling benefits through annuity purchases to reflect the market
conditions in effect at December 31, 2008 and refined the assumption on member election
between lump sum transfers or the purchase of a deferred or immediate annuity. These
changes have resulted in an increase of $19,693,000 in the actuarial liability at

December 31, 2008.

The solvency and wind-up assumptions have been updated to reflect market conditions at
the valuation date.

The assumptions used for purposes of this valuation are described in Appendix B. All

assumptions made for the purposes of the valuation were reasonable at the time the
valuation was prepared.

Mercer {Canada) Limited 5
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A new Canadian Institute of Actuaries Standard of Practice for determining pension
commuted values (“CIA Standard”) became effective on April 1, 2009. The new CIA
Standard changed the assumptions to be used to value the solvency and wind-up liabilities
for benefits assumed to be seltled through a lump sum transfer. As permitted by the
regulations to the Ontario Pension Benefits Act, the financial impact of the new CIA
Standard has been reflected in this actuarial valuation.

This report has been prepared on the assumption that all of the assets in the pension fund
are available to meet all of the claims on the pension plan. We are not in a position to
assess the impact that the Ontario Court of Appeal’s decision in Aegon Canada ine. and
Transamerica Life Canada versus ING Canada Inc. or similar decisions in other
jurisdictions might have on the validity of this assumption,

After checking with representatives of Canada Life Assurance Company, to the best of our
knowledge there have been no events subsequent to the valuation date which, in our
opinion, would have a material impact on the results of the valuation.

On July 28, 2004, the Supreme Court of Canada dismissed the appeal in Monsanto
Canada Inc. versus Superintendent of Financial Services (“Monsantd’), thereby upholding
the requirement to distribute surplus on partial plan wind-ups under The Pension Benefits
Act {Ontario). The decision has retroactive application. With the exception of the June 30,
2005 partial wind-up, we are unaware of any partial plan wind-up having been declared in
respect of the plan where Monsanio may apply. In preparing this actuarial valuation, we
have assumed that all plan assetls are available to cover the plan liabilities presented in
this report. The subsequent declaration of a partial wind-up of the plan where Monsanto
may apply in respect of a past event, or disclosure of an existing past partial wind-up,
could cause an additional claim on plan assets, the consequences of which would be
addressed in a subsequent report. We note the discretionary nature of the power of the
regulatory authorities to declare partial wind-ups and the lack of clarity with respect to the
retroactive scope of that power. We are making no representation as to whether the
regulatory authorities might declare a partial wind-up in respect of other events in the
plan’s history.
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The Canada Life Canadian Employees Repoit on the Actuarlal Valuatlon for
Pension Plan Funding Purposes as at December 31, 2008

This report has been prepared, and our opinions given, in accordance with accepted
actuarial practice in Canada. It has also been prepared in accordance with the funding and
solvency standards set by the Ontarlo Pension Benefits Act.

Respectiully submitted,

Ve £ ok

Hrvoje Lakota Vineet Kochhar

Fellow of the Soclely of Actuaries Fellow of the Society of Acluaries

Fellow of the Canadian Institute of Actuarles Fellow of the Canadian Institute of Acluaries
September 24, 2009 September 24, 2009

Date Date

The Canada Life Canadian Employees Penslon Plan
Regisiration number with the Financlal Services Gommission of Ontario.and with the Canada
Revenue Agency: 0354563
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Report on tha Actuarial Valuation for

The Canada Life Canadian Employees
Funding Purposes as at December 31, 2008

Pension Plan

This valuation report may not be relied upon for any purpose other than those explicitly
noted above or by any party other than The Canada Life Assurance Company, the
Financial Services Commission of Ontario or the Canada Revenue Agency. Mercer Is not
responsible for the consequences of any other use. A valuation report Is a snapshot of a
plan’s estimated financial condition at a particular point in time; it does not predict a
pension plan’s future financial condition or its ablilty to pay henefits In the future.

Over time, a plan’s total cost wiil depend on a number of factors, including the amount of
henefits the plan pays, the numher of people paid benefits, the amount of plan expenses,
and the amount earned on any assets invested to pay the benefits. These amounts and
other variables are uncertain and unknowable at the valuation date.

To prepare this report, actuarial assumptions, as described in Appendix B, are used to
select a single scenario from the range of possibilities. The results of that single
scenario are included in this report. However, the future is uncertain and the plan’s
actual experience will differ from those assumptions; these differences may be
significant or material. In addition, different assumptions or scenarios may also be within
the reasonable range and results based on those assumptions would be different.
Actuarial assumptions may also be changed from one valuation to the next hecause of
changes in regulatory requirements, plan experience, changes in expectations ahout the
future and other factors,

Because actual plan experience will differ from the assumptions, decislons about benefit
changes, investment policy, funding amounts, benefit security and/or benefit-related
issues should be made only after careful consideration of alternative future financial
conditions and scenarlos, and not solely on the baslis of a valuation report or reports.
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3

Financial Position of the Plan

Valuation Results - Going-concern Basis

When conducting a valuation on a going-concern basis, we determine the relationship’
between the respective values of assets and accumulated benefits, assuming the plan will

be maintained indefinitely.
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Financial Position
The results of the valuation as at December 31, 2008, in comparison with those of the

previous valuation as at January 1, 2008, are summarized as follows:

Going-concern Basis (Retained Group)

Report on the Actuarial Valuation for
Funding Purposes as at December 31, 2008

31.12.2008 1.1.2008
Assetls
Market value of assels $432,665,000 $506,970,000
Crown DC balances $859,000 $1,085,000
Total assels $483,424,000 $508,055,000
Actuarial liability
Present value of accrued benslits for:
= active and disabled members $105,602,000 $101,434,000
= pensloners and survivors $145,851,000 $176,017,000
= deferred and inactive pensioners $31,283,000 $37,199,000
= pending payouts' $675,000 $0
= Crown DC members $859,000 $1,085,000
Total liability $284,170,000 $315,735,000
Funding excess $149,254,000 $192,320,000

' In the January 1, 2006 valuation, pending payments of $697,000 were deducted from Plan assels, In the

December 31, 2008 valuation, they are being shown In the liability sectlon.

Mercer (Canada) Limited
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Going-concetn Basis (Partial Wind-Up Group)

31.12.2008 1.1.2006
Assets
Market value of assets® $288,320,000 $287,025,000
Crown DC halances $579,000 $630,000
Total assets $288,899,000 $287,655,000
Actuarial liability
Present value of accrued benefits for:
» gaclive and disabled members $8,805,000 $22,615,000
= pensioners and survivors $87,230,000 $68,003,000
» deferred and inactive pensioners $120,510,000 $93,051,000
*  Crown DC members $579,000 $630,000
Total liability $217,124,000 $184,299,000
Funding excess $71,775,000 $108,356,000

Going-concern Basis (Total)

31.12.2008 1.1.2006
Assets
Matket value of assets” $720,885,000 $793,995,000
Crown DC halances $1,438,000 $1,7156,000
Total assets $722,323,000 $795,710,000
Actuarial liability
Present value of accrued benelits for:
»  active and disabled members $114,407,000 $124,049,000
= pensloners and survivors $233,081,000 $244,020,000
« deferred and inactive pensioners $151,793,000 $130,250,000
» pending payouts' $575,000 $0
* Crown DC members $1,438,000 $1,715,000
Total liability $501,294,000 $500,034,000
Funding excess $221,029,000 $295,676,000

2Net of a $12 milfion provision for wind-up expenses.
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Tho Canada Life Canadian Employees
Funding Purposes as at December 31, 2008

Pension Plan

Reconciliation of Financial Position

A recongiliation of the financial position of the retained group (i.e. a funding excess of
$149,254,000 as at December 31, 2008 compared to a funding excess of $192,320,000 as
at January 1, 2008) and the finangcial position of the partial wind-up portion of the plan (i.e.
a funding excess of $71,775,000 as at December 31, 2008 compared to a funding excess

of $103,356,000 as at January 1, 2006) is summarized as follows:

Recongciliation of Financial Position

Retalned Partlal Wind-Up
Group Group

Funding excess as at 01.01.2008 $192,320,000 $103,356,000
Interest on funding excess to 31.12.2008 $31,908,000 $15,814,000
:r:;giyer’s contributions drawn from pravious funding ($29,908,000) ($570,000)
Expected funding excess at 31.12.2008 $194,320,000 $118,600,000
Economic experlience:
»  investment expetience ($107,161,000) ($23,268,000)
= salary Increases lower than expected $911,000 $0
» post-retirement Indexation lower than expected $1,826,000 $836,000
Demographic experience:
= fermination expetience ($1,860,000) $0
» retirement experience ($75,000) $2,181,000
= mortalily experience $1,352,000 $53,000
Assumption changes:

» changes in actuarial assumptions for retained group $59,965,000 n/a
» change in assumed cost of purchasing annuities for $5,738,000
pariial wind-up group na T

« change in best estimate assumption of members’
election belween lump sum payment of benefits n/a {$25,431,000)
versus annuity purchase
» Increase in expense provision n/a {$7,000,000)
Net Impact of other elements of gains and losses $(24,000) $66,000
Funding excess as at 31.12.2008 $149,254,000 $71,775,000

Valuation Results - Solvency Basis

When conducting a solvency valuation, we determine the relationship between the
respective values of the plan’s assets and its liabilities on a solvency basis, determined in

Mercer (Canada) Limited
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The Canada Life Canadian Employees

Pension Plan

accordance with the Ontario Pension Benefits Act. The values of the plan’s assets and

Report on the Acluarial Valuation for
Funding Purposes as at December 31, 2008

liabilities on a solvency basis are related to the corresponding values calculated as though
the plan were wound up and settled on the valuation date.

Wae have included the value of all benefits that may be contingent upon the circumstances
of the postulated plan wind-up.

Financial Position on a Solvency Basis
The plan’s solvency position as at December 31, 2008, in comparison with that of the

previous valuation as at January 1, 20086, is determined as follows:

Solvency Position (Retained Group)

31.12.2008 1.1,2006
Market value of assets $432,565,000 $5086,970,000
Crown DC balances $869,000 $1,085,000
Termination expense provision {$2,000,000) {$2,000,000)
Solvency assets $431,424,000 $506,055,000
Actuarial liability
Present value of accrued benefits for:
» active and disabled members $118,481,000 $90,024,000
= pensioners and survivors $177,271,000 $100,202,000
» deferred and inactive pensioners $40,386,000 $43,830,000
«  pending payouts' $575,000 $0
= Crown DC members $859,000 $1,085,000
Solvency liabilities $337,572,000 $325,141,000
Solvency excess (deficiency) $93,852,000 $180,914,000
Transfer ratio 1.28 1.56

Mercer (Canada) Limited
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Report on the Acluarial Valuation for

The Canada Life Canadian Employees
Funding Purposes as at Dacomber 31, 2008

Penslon Plan

Solvency Position (Partial Wind-Up Group)

31.12.2008 1.1.2006
Market value of assets $300,320,000 $292,025,000
Crown DC balances $579,000 $630,000
Termination expense provision {$12,000,000) ($5,000,000)
Solvency assels $288,899,000 $287,655,000
Actuarial liablility
Present value of accrued benefits for:
= gelive and disabled members $8,805,000 $22,615,000
»  pensioners and survivors $87,230,000 $68,003,000
= deferred and inaglive pensioners $120,510,000 $93,051,000
«  Crown DC members $579,000 $630,000
Solvency liabilities $217,124,000 $184,299,000
Solvercy excess {deficiency) $71,775,000 $103,356,000
Transfer ralio 1.39 1.69

Solvency Position (Total)

31.12.2008 1.1.2006
Market value of assels $732,885,000 $798,995,000
Crown DC balances $1,438,000 $1,715,000
Terminalion expsnse provision ($14,000,000) ($7,000,000)
Solvency assets $720,323,000 $793,710,000
Actuarial liabifity
Present value of accrued benefits for:
» aolive and disabled members $127,286,000 $112,639,000
= pensioners and survivors $264,501,000 $258,205,000
» deferred and inactive pensicners $160,896,000 $136,881,000
= pending payouts’ $575,000 $0
s Crown DC members $1,438,000 $1,715,000
Solvency liabilitles $554,696,000 $509,440,000
Solvency excess (deficiency) $165,627,000 $284,270,000
Transfer ratio 1.32 1.57

Financial Position on a Wind-up Basis

The plan’s hypothetical wind-up position as of December 31, 2008, assuming
circumstances producing the maximum wind-up liabilities on the valuation date, is

determined as follows:
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Wind-up Position (Retained Group)

281

Report on the Actuarial Valuation for
Funding Purposes as at December 31, 2008

31.12.2008

Market value of assets
Crown DC balances
Termination expense provision

Wind-up assets

Present value of accrued benefits for:
» active and disabled

« pansioners and survivors
« deferred pensioners

= pending payouts

= Crown DC members

$432,665,000
$859,000
($5,000,000)

$428,424,000

$118,481,000
$177,271,000
$40,386,000
$575,000
$859,000

Total wind-up liability

$337,5672,000

Wind-up excess (deficiency)

$90,852,000

Wind-up Position (Partlal Wind-Up Group})

31.12.2008

Market value of agsets
Crown DC balances
Termination expense provision

Wind-up assels

Present value of accrued benefits for:
= gclive and disabled

= pensioners and survivors
= deferred pensioners
»  Crown DC members

$300,320,000
$579,000

{($12,000,000)

$288,899,000

$8,805,000
$867,230,000
$120,510,000
$579,000

Total wind-up liability

$217,124,000

Wind-up excess (deficiency}

$71,775,000

Mercer (Canada) Limited
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The Canada Life Canadian Employees Report on the Actuarial Valuation for
Pension Plan Funding Purposes as at December 81, 2008

Wind-up Position (Total)

31.42.2008
Matrket value of assets $732,885,000
Crown DC balances $1,438,000
Termination expense provision ($17,000,000)
Wind-up assets $717,323,000
Present value of accrued beneflis for:
*»  gactive and disabled $127,286,000
» pensioners and survivors $264,501,000
= deferred pensioners $160,896,000
»  pending payouls $575,000
= Crown DC members $1,438,000
Total wind-up Habllity $554,696,000
Wind-up excess {deficiency) $162,627,000

Impact of Plan Wind-up
In our opinion, the value of the plan’s assets would be greater than its actuarial fabilittes if
the plan were to be wound up on the valuation date.

Pension Benefit Guarantee Fund (PBGF) Assessment

For purposes of the Pension Benefits Guarantes Fund, the 2008 assessment payable
pursuant to Paragraph 37(4) of the Regulations under the Ontario Pension Benefils Actis
to be determined as $1 per Ontario member. The Pension Benefits Guarantee Fund
Assessment Base for the plan is $0.
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4

Funding Requirements

Current Service Cost

Funding Purposes as at December 31, 2008

The estimated value of the benefits that will accrue on behalf of the active members during
2009, in compatison with the corresponding value determined in the previous valuation as

at January 1, 2008, is summarized below:

Employer’s Current Service Cost

2009 2006
Total current service cost $8,715,000 $10,640,000
Estimated members’ required contributions $1,475,000 $1,765,000
Estimated employer’s current service cost $7,240,000 $8,875,000
Estimated members’ pensionable earnings $69,766,000 $76,411,000
An analysis of the changes in the employer's current service cost follows:
Changes in Employer’s Current Service Cost

Employer's current service cost as at 1,1.2006 11.6%
Demographic changes 2.5%
Plan amendments 0.0%
Changes in assumptions (3.7%)
Employer’s current service cost as at 31.12.2008 10.4%

Mercer {Canada) Limited
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The Canada Life Canadian Employees Reopont on the Actuarial Valuation for
Pension Plan Funding Purposes as at December 31, 2008

Special Payments

Since the plan is in a surplus position on both a going-concern and solvency basis based
on the results of this valuation, no special payments are required.

Employer Contributions

There is a funding excess of $149,254,000 in respect of the retainad group and
$71,775,000 in respect of the partial wind-up group and no speclal payments are required
for solvency purposes as at December 31, 2008 on the basis of the assumptions and
methods described in this report, Thus the employer need not contribute to the plan until
after the entire funding excess has been applied towards the employer’s current service

cost.

Once the entire funding excess has been so applied, monthly employer contributions to the
plan in regards to the retained group must resume. We recommend that such employer
contributions be determined as 10.4% of members’ pensionable earnings. The amount of
the employer’s current service cost should be monitored in order to ensure that monthly
employer contributions resume in a timely manner.

In accordance with Section 147.2 of the Income Tax Act, the Plan may not retain its
registered status if the employer makes a contribution while the funding excess in respect
of the retained group ($149,254,000 as at December 31, 2008) exceeds the lesser of:

= 20% of the going-concern actuarial fiability of the retained members® ($56,662,400);
and

= the greater of:
~ 10% of the going-concern actuarial liability® ($28,331,200); and
—~ 1wo years of total current service cost ($17,430,000).

Since the funding excess exceeds the maximum allowed under Section 147.2 of the
income Tax Act, no contribution to the Plan by Canada Life is permitied before funding
excess has been reduced 1o less than $28,331,200, or olse the plan’s registered status
may be revoked.

Maximum Eligible Contributions

Given the funding excess as at December 31, 2008, we have estimated the maximum
eligible annual contribution for 2009, 2010, and 2011 to be $0.

% Excluding liability in respect of DC members.
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5

Actuarial Opinion

With respect to the Actuarial Valuation as at December 31, 2008
of the The Canada Life Canadian Employees Pension Plan
FSCO Registration 0354563
Canada Revenue Agency 0354563

Based on the results of this valuation, we hereby certify that, as at December 31, 2008:

The emplayer’s current service cost for 2009 and subsequent years, up to the next
actuarial valuation should be calculated as 10.4% of members’ pensionable earnings.

The employer's current service cost for 2009 is estimated to be $7,240,000 based on
an estimated payroll of $69,766,000.

There is a funding excess of $149,254,000 in respect of the retained group and
$71,775,000 in respect of the partial wind-up group and no special payments are
required for solvency purposes as at December 31, 2008 on the basis of the
assumptions and methods described in this report. Thus the employer need not
contribute to the plan until after the entire funding excess has been applied towards
the employer’s current service cost. Once the entire funding excess has been so
applied, monthly employer contributions must resume.

The plan has a solvency excess of $93,852,000 in respect of the retained group and
$71,775,000 in respect of the partial wind-up group as at December 31, 2008. No
special payments are required for solvency purposes.

The solvency liabilities used to determine the solvency status of the plan do not
exclude any benelit provided under the plan,
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The Canada Life Canadlan Employees Report on the Actuarial Valuation for
Penslon Plan Funding Purposes as at December 31, 2008

» The Pension Benefits Guarantee Fund annual assessment under Section 37 of the
Regulations to the Ontario Pension Benefits Act is $1 per Ontario Plan Beneficiary.
The estimated PBGF assessment base for 2009 is $0.

= The transfer ratio of the plan is greater than 1.0,
» The Prior Year Credit Balance on December 31, 2008 is $0.

= In our opinion,

— the data on which the valuation is based are sufficient and reliable for the purposes
of the valuation,

- the assumptions are, in aggregate, appropriate for the purposes of determining the
funded status of the plan as at December 31, 2008 on going-concern and solvency
bases, and determining the minimum funding requirements, and

- the methods employed in the valuation are appropriate for the purposes of
determining the funded status of the plan as at December 31, 2008 on going-
concern and solvency bases, and determining the minimum funding requirements.

= This report has been prepared, and our opinions given, in accordance with accepted
actuarial practice in Canada.

» All assumptions made for the purposes of the valuation were independently
reasonabie at the time the valuation was prepared.

e £ kit

Hrvoje Lakota Vineet Kochhar <.
Fellow of the Soclety of Actuaties Fellow of the Socisly of Acluaries

Fellow of the Canadian Institute of Aciuaries Fellow of the Canadian Instituie of Actuartes
September 24, 2009 September 24, 2009

Date Date
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Appendix A

Plan Assets

Sources of Plan Asset Data

The pension fund is held In trust by The Canada Life Assurance Company and s invested
by Capital Guardian, Jarislowsky Fraser, and Laketon in accordance with the Plan’s
investment policy.

We have relied upon the Plan’s audited financial statements prepared by Deloitte &
Touche, for the period from January 1, 2006 to December 31, 2008.

We have also relied on information provided by The Canada Life Assurance Company
regarding the defined contribution account balances for those members cf the plan who
accrued defined contribution benefits during 1999 as well as the split of pension plan cash
flows (e.g. employee contributions, monthly benelit payments, lump sum benefit payments,
and expenses), from January 1, 2006 to December 31, 2008 between the partial wind-up
and retained groups.
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Report on the Actuarial Valuation for

The Canada Life Canadian Employees
Funding Purposes as at December 31, 2008

Pension Plan

Reconciliation of Plan Assets
The pension fund transactions for the petiod from January 1, 2006 to December 31, 2008
are summarized as follows: :

Reconcillation of Plan Assets — DB only (Market Value)

2008 2007 2008

January 1st $799,692,000 $859,679,000 $841,854,000
PLUS
Members’ contributions $1,825,000 $1,697,000 $1,605,000
Company's contributions $0 $0 $0
Investment income & Net capltal $82,830,000 $5,661,000 ($84,178,000)
gains {losses)

$84,855,000 $7.,358,000 {$82,573,000)
LESS
Pensions paid $18,248,000 $18,310,000 $18,400,000
Terminations $3,080,000 $3,114,000 $3,776,000
Expenses $3,218,000 $3,248,000 $3,456,000
Transaction Fees $302,000 $474,000
Withholding Taxes $122,000 $209,000 $290,000

$24,668,000 $25,183,000 $26,896,000
December 31st $859,679,000 $841,854,000 $732,885,000

For the purposes of the June 30, 2005 partial wind-up report, the allocation of Plan assets
between the members affected by the partial wind-up and those not affected by the partial
wind-up was done based on the “standard method” under Policy W100-102. For a number
of reasons that were discussed in more detail in the partial wind-up report, and which
include the fact that this Plan covers members with service in a number of jurisdictions
outside of Ontario, the final methodology to be used to apportion Plan assets in the partial
wind-up will be confirmed in a subsequent report filed with the Superintendent dealing with
the treatment of any estimated partial wind-up surplus. In addition, the surplus amount
could change due to a number of other factors, including refinements in membership data
used in the calculations, and the cost of purchasing annuities.

For the purposes of this report, we have continued to base our calculations on the initial
asset allocation outlined in the June 30, 2005 partial wind-up report filed in March, 2006.
We note, however, that if the methodology used to apportion plan assets at June 30, 2005
changes, the amounts shown In this and prior report, will change as well.

As discussed above, and as outlined in our June 30, 2005 partial wind-up repon, the
estimated assets allocated to the partial wind-up group as at that date were $273,124,000.
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The Canada Life Canadian Employees
Penslon Plan

This amount included $589,000 of defined contribution account balances for members
affected by the partial wind-up.

As at January 1, 2006, this amount had grown to $292,655,000 (including $630,000 of
defined contribution account balances). The reconciliation of the defined benefit assets
allocated to the partial wind-up group for the period June 30, 2005 to January 1, 2006 is
shown in the January 1, 2006 actuarial valuation report.

The pension fund transactions for the retained and the partial wind-up groups from
January 1, 2006 to December 31, 2008 are summarized as follows:

Reconciliation of Plan Assets 2006 — DB only (Market Value)

Retained Partial Wind-Up Total
January 1, 2006 $607,667,000 $202,025,000 $799,692,000
. PLUS
Members' contributions $1,771,000 $54,000 $1,825,000
Company’s contributions $0 $0 $0
Investment income & Net capital
gains (losses) $52,393,000 $30,437,000 $82,830,000
$54,164,000 $30,491,000 $84,655,000
LESS
Pensions pald $14,793,000 $3,455,000 $18,248,000
Terminations $3,080,000 $0 $3,080,000
Expenses $1,940,000 $1,278,000 $3,218,000
Withholding Taxes $74,000 $48,000 $122,000
$19,887,000 $4,781,000 $24,668,000
December 31, 2006 $541,944,000 $317,735,000 $859,679,000

Mercar (Canada) Limited

28



The Canada Life Canadian Employees
Pension Plan

2390

Report on the Acluarial Valvation for
Funding Purposes as at December 31, 2008

Reconcillation of Plan Assets 2007 — DB only (Market Value)

Retalned Partial Wind-Up Total
January 1, 2007 $541,944,000 $317,735,000 $859,679,000
PLUS
Members’ contributlons $1,647,000 $60,000 $1,697,000
Company's contributions $0 $0 $0
Investment income & Net capital
galns (losses) $3,544,000 $2,117,000 $5,661,000
$5,191,000 $2,167,000 $7,358,000
LESS
Pensions paid $14,434,000 $3,876,000 $18,310,000
Terminations $2,879,000 $235,000 $3,114,000
Expenses $2,129,000 $1,119,000 $3,248,000
Transaciion Fees $190,000 $112,000 $302,000
Withholding Taxes $132,000 $77,000 $209,000
$19,764,000 $5,419,000 $25,183,000
December 31, 2007 $527,371,000 $314,483,000 $841,854,000

Reconciliation of Plan Assets 2008 — DB only (Market Value)

Retained Partial Wind-Up Total

January 1, 2008 $527,371,000 $314,483,000 $841,854,000
PLUS
Members’ contributions $1,582,000 $23,000 $1,605,000
Company’s contributions $0 $0 $0
Investment income & Net capital
gains (losses) {$75,488,000) ($8,690,000) ($84,178,000)

($73,906,000) ($8,667,000) ($82,573,000)
LESS
Penslons pald $14,316,000 $4,084,000 $18,400,000
Terminations $3,776,000 $0 $3,776,000
Expenses $2,329,000 $1,127,000 $3,456,000
Transaction Fees $297,000 $177,000 $474,000
Withholding Taxes $182,000 $108,000 $290,000

$20,900,000 $5,498,000 $286,386,000

Degcember 31, 2008 $432,565,000 $300,320,000 $732,885,000
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In addition to the assets shown above, there are $859,000 in defined contribution account
balances for the retained group and $679,000 for the partial wind-up group who accrued
benefits under the defined contribution provision of the plan during 1999. The resulting
market value for the retained group is $433,424,000, and for the partial wind-up group is
$300,899,000,

We have tested the pensions paid, the lump-sum refunds and the contributions for
consistency with the membership data for the plan members who have received benefits
or made contributions. The resulis of these tests were satisfactory.

fnvestment Policy

The plan administrator adopted a statement of investment policy and objectives effective
Matrch, 2008. This policy is intended to provide guidslines for the manager(s) as to the
tevel of risk which is commensurate with the plan’s investment objectives. A significant
component of this investment policy is the asset mix.

At the same time, the assets allocated to the partial wind-up group were segmented from
the assets of the ongoing portion of the Plan, and are being invested in accordance with
the investment guidelines established for this portion of the Plan.

The constraints on the asset mix, and the actual asset mix as at December 31, 2008, are
provided for information purposes:

Distribution of the Market Value of the Fund by Asset Class ~ Retained Group

Investment Policy Actual Asset Mix

Minimum Target Maximum as at 31.12.2008

Fixed Income
»  Cash and Short Term 0% 3% 10% 3%
» Ganadlan Bonds 20% 30% 40%
*  Real Return Bonds 0% 10% 20% 6%
= Total 35% 43% 50% 49%
Equity
= Canadian Equities 15% 57% 385% 249%,
= Foreign Equities 15% 30% 35% 27%
* Total 50% 57% 65% 51%

100% 100%
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Distribution of the Market Value of the Fund by Asset Class ~ Partial Wind-Up Group

Investment Policy Actual Asset Mix
Target as at 31.12.2008
Fixed Income
»  Cash and Short Teim 680% 66%
Bonds
»  Canadian Bonds {incl. 28% 25%
Real Relurn Bonds)
o 88% 91%
Equity
»  Canadian Equitles 12% 9%
«  Forelgn Equities 0% 0%
«  Total 12% 9%
100% 100%

Performance of Fund Assels

The performance of fund assets, net of expenses, from January 1, 2006 to December 31,
2008 as per our calculations (which assume that the next cash flow occurred in the middle

of each period, are shown below:

Rate of Return ~ Market Value of Plan Assets

Gross Net
2006 10.51% 10.06%
2007 0.67% 0.22%
2008 (Jan to Mar) -1.64% -1.68%
2008 (Apr to Dec) Ongoing: -13.29% Ongoing: ~13.67%
PWU: -1,23% PWU: -1.67%

The average net return on the market value, net of expenses (including transaction fees
and withholding taxes) for the ongoing group, since the last valuation at January 1, 2006
was -0.55% per year. This rate is less than the assumed investment return for the ongoing

group of 5.25% by 5.80% per year.
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Actuarial Methods and Assumptions

Actuarial Valuation Methods — Going-concern Basis

Valuation of Assets

For this valuation, we have continued to use the market value of Plan assets which was
$722,323,000 as at December 31, 2008. This amount includes $1,438,000 of defined
contribution balances and, to ensure that the results for the partial wind-up group are
consistent on going-concern and solvency basis, a $12,000,000 provision for remaining
expenses associated with the partial wind-up of the Plan.

Valuation of Actuarial Liabilities

Over time, the real cost to the employer of a pension plan is the excess of benefits and
expenses over member contributions and investment earnings. The actuarial cost method
allocates this cost to annual time periods.

For purposes of the going-concern valuation, for the retained group, we have continued to
use the projected unit credit actuarial cost method. Under this method, for Staff members
and Field Management members’ benefits that are based on final average eamings, we
determine the actuarial present value of benefits accrued in respect of service prior to the
valuation date, including ancillary benefits, based on prejected final average earnings. For
the portion of Field Management members’ pension benefits that are based on
accumulated contributions and/or account balances, we determine the present value of
benefits that the member would receive based on current account balances and
commissions projected with interest or inflation, as the case may be, to the date of
member's termination, death, or retirement. For the paitlal wind-up members who are still
actively accruing service as at December 31, 2008, employment was assumed 1o have
terminated on December 31, 2008, and benefits are based on final average earning as at
the.valuation date. This is referred to as the actuarial liability.

Mercer {Canada) Limited 27



234

The Canada Life Canadian Employees Report on the Acluarial Valuation for
Pension Plan Funding Purposes as al December 31, 2008

The funding excess or funding shorifall, as the case may be, is the difference between the
actuarial value of assets and the actuarial liability. An unfunded liability will be amortized
over no more than 15 years through special payments as required under the Ontario
Pension Benefits Act. A funding excess may, from an actuarial standpoint, be applied
immediately to reduce required employer current service contributions unless precluded by
the terms of the plan or by legislation.

This actuarial funding method produces a reasonable matching of contributions with
accruing benefits. Because benefits are recognized as they accrue, the actuarial funding
method aims at keeping the plan fully funded at all times. This promotes benefit security,
once any unfunded liabilities and solvency deficiencies have been funded.

The going-concern actuarial liability for all partial wind-up members are set equal to their
wind-up liabllities,

Current Service Cost

The current service cost is the actuarial present value of projected benefits to be paid
under the plan with respeact to service during the year following the valuation date.

Current service cost has been calculated for the retained group. As we have assumed all
partial wind-up members who are still actively employed terminated on the valuation date,
current service costs were not caleulated for these members. To the extent that some
partial wind-up members continue accruing service following the valuation date, the cost of
such benefit accruals will be covered from the surplus assets allocated to the partial wind-

up group.

The employer's current service cost is the total current service cost reduced by the
members' required contributions.

The employer’s current service cost has been expressed as a percentage of the members’
pensionable earnings to provide an automatic adjustment in the event of fluctuations in
membership and/or pensionable earnings.

Under the projected unit credit actuarial cost method, the current service cost for an
individual member will increase each year as the member approaches retirement,
However, the current service cost of the entire group, expressed as a percentage of the
members’ pensionable earnings, can be expected to remain stable as long as the average
age of the group remains constant.
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Employer’s Contribution
Accordingly, the employer’s contributions for this purpose are determined as follows:

Employer's Contributions

With a funding excess With an unfunded liability
Current service cost Cutrent service cost
MINUS PLUS
Any funding excess applied to cover the Payments to amortize any
“employer’s current service cost unfunded liability

Actuarial Assumptions — Going-concern Basis

The actuarial value of benefits is based on economic and demographic assumptions. At
each valuation we determine whether, in our opinion, the actuarial assumptions are still
appropriate for the purposes of the valuation, and we revise them, if necessary.

In this valuation, we have used the same assumptions as in the previous valuation except
as noted. Emerging experience will result in gains or losses that will be revealed and .
considered in future actuarial valuations. For this valuation, we have used the following
assumptions. '

Economic Assumptions

Investment Return

We have assumed that the investment return on the matrkst value of the fund will average
5.8% per year over the long term. We have based this assumption on an expected long-
term return on the pension fund less an allowance for investment and administrative
expenses and less a margin for adverse deviations, as described below.

We have assumed a gross rate of return of 7.0% consistent with market conditions
applicable on the valuation date, based on estimated returns for each major asset class
and the target asset mix specified in the plan’s investment policy. Additional returns of
0.3% are assumed to be achievable due to active management (net of investment
expenses).

We have allowed for investment and administrative expenses of 0.5% per year.

Woe have included a margin for adverse deviations, from all sources, of 1.0% per year.

The previous valuation assumed a rate of 5.25%.
Expenses

The assumed Investment Return reflects an implicit provision for investment and
administrative expenses of 0.5%.
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Inflation

We assumed inflation will be 1.3% per year. This assumption is based on the break-even
inflation rate between nominal and real Government of Canada bond yields at

December 31, 2008,

In the previous valuation, we had assumed that inflation will be 2.56% per year.

Increases in the YMPE

Since the benefits provided by the plan depend on the final average Year's Maximum
Pensionable Earnings (YMPE) under the Canada/Québec Pension Plan, it is necessatry to
make an assumption about increases in the YMPE for this valuation. We have assumed
that the YMPE will increase at 2.3% per year. This assumed rate of increase consists of
the assumed rate of inflation of 1.3% per year plus an allowance of 1.0% per year for the
effect of real economic growth and productivity gains in the Canadian economy, which is
consistent with historical real economic growth. The increase was applied from the 2009
level of the YMPE of $46,300.

In the previous valuation, we had assumed that the YMPE would increase at 3.0% per
year from the 2006 YMPE of $42,100.

Increases in the Maximum Pension Permitted under the Income Tax

Act

The Income Tax Act stipulates that the maximum pension that can be provided under a
registered pension plan will be Increased to specified amounts up to 2009, and
automatically, starting in 2010, in accordance with general increases in the average wage,

For this valuation, we have assumed that the maximum pension payable under the plan
will increase as specified in the Income Tax Actin 2009, and will increase starting in 2010

at the same rate as the YMPE, 2.3% per yeatr.

In the previous valuation, we had assumed that the maximum pension payable under the
plan will increase as specified in the Income Tax Act in 2007, 2008 and 2009, and will

Increase starting in 2010 at, 3.0% per year.
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Increases in Pensionable Earnings

The benefits ultimately paid will depend on each member’s final average earnings. To
calculate the pension benefits payable upon retirement, death or termination of
employment, we have taken annualized 2008 earnings and assumed that such
pensionable earnings will increase in accordance with a salary scale that consists of
separate components for inflation, productivity, and an age-based merit and promotion
component.

The assumed Iinflation rate and productivity improvements used in this valuation are 1.3%
per year and 1.0% per year respectively (for a general wags inflation of 2.3% per year). In
the prior valuation, the assumed assumption for general wage inflation was 3.0% per year,

The current merit and promotional increase component is based on an experience study
conducted in 2008 (and updated in 2008) by the Company considering increases over the
years from 2004 to 2009. Based on the resuits of the experience study and our
discussions with the Company, these rates are our (and the Company's) current best
estimates of future merit and promotional increases following the valuation date. Sample
rates for the current and prior valuations are shown in the following table:

Sample Merit and Promotional Increases

31.12.2008 1.1.2006

Age Percentage Percentage
20 8.0000% 3.791%
25 6.2000% 3.054%
30 4.2101% 2,406%
35 3.0000% 1.877%
40 2.0000% 1.411%
46 1.3000% 1.072%
50 1.0000% 0.951%
55 0.5309% 0.481%
60 0.0000% 0.000%
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Indexation of Pensions in Payment

For members hired before January 1, 2001, pensions in payment are Increased each year
according to a formula related to increases in the Consumer Price Index (CPI). For
members hired after January 1, 2001, pensions in payment are increased on an ad hoc
basis at the discretion of the Company. Note that some Field Management Members hired
before January 1, 2001 elected to receive some or all of their pension in a non-indexed

form when they retired.

For this valuation, we have assumed that the CPl will increase at the rate of 1.3%.

We have also assumed that the pensioner increases will not be aifected by the fund rate of
return. Gonsequently, pensions payable to those members hired before January 1, 2001
are assumed to Increase annually at the rate of 1.3%. Pensions payable to members hired
after January 1, 2001 are assumed not to be indexed.

In the previous valuation pensions payable to members hired before January 1, 2001 were
assumed to Increase annually at a rate of 2,5% per year.

Interest Credited on Employee-required Contributions

For this valuation, we have assumed that the interest rate to be credited on employee-
required contributions will be 5.8% per year, over the long term, This rate is consistent with
the assumptions underlying the investment return assumption.

Demographic Assumptions

Retirement Age

Because eariy retirement pensions are reduced in accordance with a formula, the
retirement age of plan members has an impact on the cost of the plan.

Retirement rates are typically developed taking into account the past experience of the
plan. However, the recent retirement experience of the plan has been affected by the
recent integration of Canada Life with Great-West Life and is not considered appropriate
for predicting the future rates of retirement. As such, the current retirement assumptions
are based on a retirement experience study based on pre-integration retirement
experience, After discussions with the Company, the rates used in this valuation represent
our (and the Company’s) current best estimate of future retirement experience under the

Plan.
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The assumed retirement rates used in the current and prior valuation are summarized in
the fcliowing tables:

Retirement Rates

Age Percentage
55 15.0%
56 7.5%
57 7.5%
58 7.5%
59 7.5%
60 25.0%
81 26.0%
62 25.0%
63 25.0%
64 25.0%
65 100.0%

Termination of Employment

We have made an allowance for projected benefits payable on the termination of
employment before retirement for reasons other than death.

The termination assumptions used in this valuation are based on a study of the
terminations experience at Canada Life and its affiliated companies over the past couple of
years. After discussions with the Company, the rates used in this valuation represent our
current (and the Company’s) best estimate of future termination experience under the
Plan, Sample rates are shown in the following table:

Termination Rates

31.12.2008 1.1.2006
Age Percentage Percentage
20 15.0% 10.0%
25 16.0% 10.0%
30 10.0% 10.0%
35 8.5% 10.0%
40 5.0% 10.0%
45 4.0% 7.5%
50 4.0% 5.0%
55 0.0% 2.5%
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Mortality

The actuarial value of the pension depends on the lifetime of the member, We have
assumed mortality rates, both before and after retirement, in accordance with the 1994
Uninsured Pension Mortality Table with projection scale AA applied to reflect continuing
future improvements in mortality. According to this table, the life expectancy at age 65, as
of the valuation date, is 19.4 years for males and 22.0 years for females.

The 1994 Uninsurad Pension Mortality Table reflects the mortality experience as of 1994
for a large sample of North American pension plans. Applying projection scale AA provides
an allowance for improvements in montality after 1994. This table is commonly used for

valuations of Canadian pension plans

While there Is strong evidence of continuing improvement in mortality, forecasts of the rate
of future improvement are very uncertain. We have used the projection scale AA to reflect

future improvements in mortality.

In the previous valuation, we had assumed mortality rates in accordance with the 1994
Uninsured Pensioner Mortality Table projected to 2015 using the projection scale AA.

Disability ‘

No allowance has been made for disability retirement on the basis that the impact of
including such an assumption would not have a material impact on the valuation results,
We have assumed that those currently disabled would remain disabled until retirement and
would continue to accrued benefits until retirement in accordance with the plan terms

Family Composition
Benefits in case of death, before and after retirement, depend on the Plan member’s
marital status.

For this valuation, we continued to assume that 80% of Staff Membaers and 100% of Field
Management Members will have an eligible spouse on the earlier of death or retirement,
and that the male partner will be three years older than the female partner.
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Actuarial Valuation Methods and Assumptions — Solvency and impact
of Plan Wind-up

We have used the market value of the plan’s assets in our valuation of the plan for
solvency purposes.

To determine the solvency actuarial llability, we have valued those benefits that would
have been paid had the plan been wound up on the valuation dats, including benefits that
would be immediately payable if the employer's business were discontinued on December
31, 2008, with all members fully vested in their accrued benefits. No benefits payable on
plan wind-up were excluded from our calculations.

We have considered that members under the earliest retirement age specified in the Plan
would be entitled to a deferred pension payable from their normal retirement date or such
eatlier age for which plan eligibility requirements have been satisfied at December 31,
2008. Members over the eatliest retirement age specified in the Plan are considered to be
entitled to an immediate pension, reduced in accordance with the plan rules, We have also
considered that Ontario and Nova Scotia members whose age plus years of service equal
at least 55 at December 31, 2008 would be entitled to a deferred pension payable from the
age that would produce the greatest value if employment were to have continued for the
purpose of determining eligibility for early retirement benefits, For each individual plan
member, accumulated contributions with interest plus 50% of the present value of the
pension accumulated are established as a minimum actuarial liability.

As outlined in our March 2006 partial wind-up report, benefits for the members affected by
the partial wind-up are going to be settled pursuant to affected member elections that will
be made in accordance with Subsection 73(2) of the PBA or such similar rules in other
provinces.

For the purposes of this valuation, we have changed the assumption of the benefit
seltlement election option for active, disabled, and deferred vested members in both the
retained and partial wind-up groups. The new election assumption reflects our current best
estimate assumption on member elections. The assumed elections are as follows:

Age Range Percentage electing Percentage electing
lump sum transfers annuity purchases
55+ 30% 70%
5055 50% 50%
Under 50 70% 30%

[n the previous valuation, we assumed active, disabled and partial wind-up members not
eligible to retire would elect to have their benefits settled through lump sum transfers.
Active, disabled, partial wind-up members eligible to retire with an immediate pension,
deferred vested retained members, and retired members were assumed to elect to have
their benefits settled through the purchase of annuities.
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The calculation of the estimated lump sum transfer amounts on December 31, 2008 for
members assumed to elect a lump sum transfer is based on the assumptions desctibed in
Section 3800 — Pension Commuted Values of the Canadian Institute of Actuaries’
Standards of Practice applicable for December 31, 2008.

For greater certainty in calculating estimated jJump sum amounts:

= For partial wind-up members who terminated employment prior to February 1, 2005,
the calculations were done based on the recommendations of the Canadian Institute of
Actuaries applicable on the member’s date of termination of employment.

»  For other partial wind-up members, the calculations were done based on the Canadian
Institute of Actuaries’ Standard of Practice effective February 1, 2005, for Determining
Pension Commuted Values applicable on the earller of December 31, 2008 and the
date of the member’s termination of employment, if applicable.

» For active, disabled and deferred vested members not included in the partial wind-up,
the calculations were done based on the Canadian Institute of Actuaries’ Standard of
Practice for Determining Pension Commuted Values effective Aptil 1, 2009 applicable

for December 31, 2008.

For partial wind-up members who have been notified that their employment will be
terminated as part of the integration but who are still accruing service at December 31,
2008, liabilities and benefits shown in this report are calculated based on final average
earnings and credited service as at December 31, 2008. The ultimate benefit these
members receive will depend on their service and final average earnings as at their
eventual date of termination from the plan as well as the assumptions prescribed for
calculation of commuted values at that time.

For members who were assumed to have their benefits settled through the purchase of an
annuity, the value of the benefits for such members is based on an estimate of the cost of
settlement of these benefits through the purchase of annuities.

However, there is limited data available to provide credible guidance on the cost of a
purchase of indexed annuities in Canada. In accordance with the Canadian Institute of

Actuaries Educational Note: Assumptions for Hypothetical Wind-up and Solvency
Valuations with Effective Dates Between December 31, 2008 and December 30, 2009, we
have assumed that an appropriate proxy for estimating the cost of such purchase is using
the following assumptions:

Interest rate: Based on the yields on Government of Canada real return bonds; and

Mortality table: UP94@2015

Assumptions are as follows:
Actuarlal Assumptions
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Benefils assumed to be settled through lump sum transfer

Nominal interest rale

Inflation

Mortality rate

Post retiroment indexing

Retained members: 4.20% pet year for the first 10 years
following December 31, 2008, 5.70% per year thereafter

Partial wind-up members: in accordance with CIA
recommendations at member’s date of termination

Retalned members: 1.34% per year for ihe first 10 years
following December 31, 2008, 1.95% per year thereafter

Partlal wind-up members: In accordance with CIA
recommendations at member's date of termination

Relained members: UP94 Projectad to 2020 using Scale AA
(unisex)

Partial wind-up members: in accordance with CIA
recommendations at member's date of termination (l.e.
GAMB3 (50% mals) for terminations oceurring before
February 1, 2005, and UP94 Projected to 2015 using Scale
AA (50% male) for terminations occurring after January 31,
2005)

in determining the amount of post retirement indexing
included in the calculation of commuted values we have
reflocted the indexing formula specified in the plan which
limits the amount of post retirement increases to the lesser of
inflation and the average fund rate of return less 4%.

Benefits assumed to be settled through annuity purchase (retained and partial wind-up groups)

Nominal inforest rate

‘Nominal interest rate

Monality raie
Inflatior -
Post refirement indexing

Immediate Retirement:

Indexed: 3.4%

Non-indexed: 4.85%

Deferred Retlrorent:

Indexed: 4.45% per year during the deferral period and
3.00% after commencement

Non-indexed: 4.45%

UPg4 Projected to 2015 using Scale AA (sex distinct)

1.80% per year

We have assumed that the life insurance company would
price the annuitles as if they were fully indexed for inflation

Final average earnings:

Based on actual pensionable earnings over the averaging
period
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Family composition: 80% of currently single and 100% of currently married .
Members will have a spouse on the eatlier of death or
retirement. Where available, we have used the actual
difference between the age of the member and the spouse.
Otherwise, we have assumed that the male partner will be
three years older than the female partner.

Termination Expense

=  Solvency Retained Members: $2,000,000

Partial wind-up Members: $12,000,000 (remaining)
*  |mpact of wind-up Retained Members: $5,000,000

Partial wind-up Members: $12,000,000 (remaining)

In a solvency valuation, the acerued benefits are based on the member’s final average
earnings on the valuation date; therefore, no salary projection is used. Also the
employment of each member is assumed to have terminated on the valuation date,
therefore, no assumption is required for future rates of termination of employment.

To determine the solvency position of the retained portion of the plan, the provision for
expenses payable from the plan’s assets Is In respect of actuarial, administration and legal
expenses that would be incurred in terminating the plan. For the purpose of determining
the financial position of the retained portion of the plan upon wind-up, the provision for
termination expenses also includes transaction fees related to the liquidation of the plan’s
assets and any reduction in the value of the plan’s equity assets resulting from their
liquidation.

Because the settlement of all benefits on wind-up is assumed to ocour on the valuation
date and is assumed to be uncontested, the provision for termination expenses for the
retained portion of the plan does not include custodial, investment management, auditing,
consulting and legal expenses that would be incurred between the wind-up date and the
settlement date or due to the terms of a wind-up being contested. Expenses associated
with the distribution of any surplus assets that might arise on an actual wind-up are also
not included in the estimated termination expense provisions.

The provision for termination expense for the partially-wound up portion of the plan was
based on an estimate of the administrative, communications, actuarial, legal and other
fees related to the partial wind-up that was provided to us by the Company.

In determining the provision for termination expenses payable from the plan’s assets, we
have assumed that the plan sponsor would be solvent on the wind-up date. We have also
assumed, without analysis, that the plan’s terms as well as applicable legislation and court
decisions would permit the relevant expenses to be paid from the plan.

Actual fees incurred on an actual plan wind-up may differ materially from the estimates
disclosed in this report.

Mercer (Canada) Limited 38



305

The Canada Life Canadian Employees Report on the Actuarial Valuation for
Pension Plan Funding Purposes as at December 31, 2008

In accordance with Ontario Pension Benefits Act, we have not included a provision for
adverse deviation in the solvency and wind-up valuations.
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Appendix C

Membership Data

Analysis of Membership Data
The actuarial valuation is based on membership data as at December 31, 2008, provided
by Canada Life,

We have applied tests for internal consistency, as well as for consistency with the data
used for the previous valuation. These tests were applied to membership reconciliation,
basic information (date of birth, date of hire, date of membership, gender, etc.),
pensionable earnings, credited service, contributions accumulated with interest and
pensions to retirees and other members entitled to a deferred pension. Contributions, lump
sum payments and pensions to retirees were compared with corresponding amounts
reported in financial statements. The results of these tests were satisfactory.
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Plan membership data are summarized below. For compatison, we have also summarized
corresponding data from the previous valuation. .

Membership Data —~ Retained Members

31.12.2008 1.1.2006
Active Members
Number 1,223 1,607
Total pensionable earmnings for previous year $78,251,446 $80,597,244
Average years of pensionable service 10.1 years 6.9 years
Average age 44.8 41.2
Accumulated contributions with Interest $25,248,195 $21,706,726
Deferred Pensioners
Number 730 717
Total annual pension $3,738,382 $3,612,699
Average annual pension $5,122 $5,039
Average age 48.0 46.6
Pensioners and Survivors
Number 830 847
Total annual lifetime pension $14,458,671 $14,567,641
Average annual lifetime pension $17,420 $17,199
Average age 75.4 75.1
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Membership Data — Members Affected by the Partial Wind-Up

31.12.2008 1.1.20086

Active Members
Number 20 79
Total pensionable earnings for previous year $1,682,463 $6,107,825
Average years of pensionable service 19.2 years 17.4 years
Average age 54.4 51.3
Accumulated contributions with interest $1,949,063 $5,369,032
Deferred Pensioners
Number 1,899 1,905
Total annual pension $12,605,175 $12,756,420
Average annual pension $6,638 $6,696
Average age 43.4 40.5
Pensloners and Survivors
Nurber 227 162
Total annual lifetime pension $4,458,475 $3,174,995
Average annual Jifetime pension $19,641 $19,599

62.0 60.4

Average age
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The membership movement for all categories of membership since the previous actuarial
valuation is as follows:

Reconciliation of Membership

Pensioners
Deferred and Partial
Actives Vested Beneficiaries Wind-Up Total

Total at 1.1.2006 1,607 77 847 2,146° 5,317
New entrants 8 8
Terminations:
» ot vested 0
» transfers/refunds (149) (114) (263)
= deferred (165) 165 0

pensions
» pending (35) (35)

payments
Deaths 4] (1) (91) (24)
Deaths with survivor 0
Relirements {41) (31) 72 0
Data adjusiments (6) 2 4
and updates
Total at 31.12.2008 1,228 730 830 2,146° 4,929

4 Includes 79 members who are siill aceruing benefits at December 31, 2005, 1,905 deferred vested members
and 162 pensioners

5 Includes 20 members who are siill accruing benafits at December 31, 2008, 1,899 deferred vested members
and 227 Pengsioners
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The distribution of the active members not affected by the partial wind-up by age and
pensionable service as at December 31, 2008, is summarized as follows:

Distribution of Retained Active Members
By Age Group and Pensionable Service as at 31.12.2008

Years of Penslonable Service

Age 0-4 59 10414 15119 2024  25-29 30 + Total
Under 20 ' 0
20-24 0
25-29 22 16 38
30-34 26 137 4 167
35-39 i2 174 20 3 209
40 - 44 6 153 28 30 2 219
45+ 49 1 139 3 31 24 1 227
50 - 54 3 97 28 17 11 15 171
55 - 59 1 62 16 i9 1 5 7 121
60 - 64 3 34 9 10 3 2 6 67
65+ 1 2 1 4
Total 75 814 136 110 51 24 13 1,223
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The distribution of the active members affected by the partial wind-up by age and
pensionable service as at December 31, 2008, is summarized as follows:

Distribution of Active Members Affected by the Partial Wind-Up by
By Age Group and Pensionable Service as at 31.12.2008

Years of Pensionahle Service

Age 0-4 5-9 1014 15-19 20-24 25-29 30+ Total
Under 20

20-24 0
25-29 0
30-34 0
35-39 0
40- 44 0
45 - 49 0
50 ~ 54 4 2 3 4 7 20
55 - 59 0
60 - 64 0
65 + o
Total it 4 2 3 4 7 0 20

This group is made up of those members affected by the partial wind-up who were allowed
to bridge their severance until attainment of age 55. Once these members atlain age 55
their service accruals in the plan will stop.
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The distribution of the inactive members not affected by the partial wind-up by age as at
December 31, 2008, Is summarized as follows:

Distribution of Retained Inactive Members
By Age Group as at 31.12.2008

Deferred Pensloners Pensioners and Survivors
Average Average

Age Number Pension Number Pension
<40 158 $3,484 1 *
40 - 44 134 $4,069 1 *
45 - 49 136 $4,770
50 - 54 151 $5,846 3 $6,464
55 - 59 77 $6,922 29 $13,297
60 - 64 40 $7.536 94 $17,318
65 - 69 16 $10,983 135 $16,814
70-74 12 $4,485 150 $19,082
75-79 5 $3,047 128 $19,543
80-84 1 ¥ 135 $18,062
85-89 105 $15,001
90-94 40 $16,462
95-99 9 $14,159
100 + )
Total 730 $5,122 830 $17,420

* For confidentiality reasons, average pensions are not shown for age groups with less than 2 members,
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The distribution of the inactive members affected by the partial wind-up by age as at
December 31, 2008, is summarized as follows:

Distribution of Inactive Members Affected by the Partial Wind-Up
By Age Group as at 31.12.2008

Deferred Pensioners Pensioners and Survivors
Average Average

Age Number Pension Number Pension
<40 696 $2,929
40-44 438 $6,629 1 *
45 - 49 358 . $9,267
50 - 54 268 ' $10,538 1 .
55 - 59 118 $11,850 70 $20,857
60 - 84 20 $6,273 101 $20,116
65 - 69 1 * 50 $17,075
70 -74 4 $25,153
75-79
80 -84
85 -89
90 - 94
95-99
100 +
Total 1899 $6,638 227 $19,641

* For confidentiality reasons, average pensions are not shown for age groups with less than 2 members.
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Appendix D

Summary of Plan Provisions

Introduction

The Canada Life Assurance Company Trusteed Canadian Staff Pension Fund (1965) was
established on December 31, 1964. The Canada Life Assurance Company Trusteed
Canadian Staff Pension Fund (1958) and The Canada Life Assurance Company Trusteed
Canadian Agents Fund were merged into this plan effective January 1, 1997 and the
combined plan was renamed the Canada Life Canadian Employees Pension Plan.

This valuation is based on the plan provisions in effect on December 31, 2008. The
following is a summary of the plan’s main provisions in effect on Dacember 31, 2008. It is

not intended as a complete description of the plan.

Crown Life Insurance Company

In January 1, 1999, the Canada Life Canadian Employees Pension Plan was amended for
those members who became employees of Canada Life as a result of Canada Life's
acquisition of the Crown Life Insurance Company of Canada. This amendment provided
pension benefits based on the terms of the Panslon Plan for Crown Life Insurance
Company of Canada Employees (“Crown Canada Plan”) for the period of service from
January 1, 1999 to December 31, 1999, For service on and after January 1, 2000, these
employees eamn pension benefits based on the same terms as other members of the
Canada Life Canadian Employees Pension Plan; however, prior service in the Crown
Canada Plan is counted for the purpose of determining eligibility for benefits.

Since these provisions only affected one year of setvice, they are not described in detail in

this report. A detailed summary is available in the plan documents and in our funding
valuation report on the Crown Canada Plan.
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Eligibility for Membership

Each person hired by the Company as a Staff employee on a full-time or a permanent part-
time basis is eligible, but not required, to join the plan upon date of hire. Each such person
is required to join the plan upon the later of attaining age 25 and the completion of two
years of continuous service.

Each person who is hired by the Company as a Field Management employes is required to
Join the plan upon date of hire.

An employee who is employed by the Company on a temporary basls is eligible, but not
required, to join the plan following two years of continuous service provided that, in the two
consecutive years, the employee has:

» earned at least 35% of the YMPE; oy
» worked at least 700 hours for the Employer.

The YMPE, or Year's Maximum Pensionable Earnings, refers to the maximum annual
amount of earnings upon which an employee and an employer contribute to the
Canada/Québec Pension Plan (C/QPP).

Contributions

Each member is required to contribute 2.5% of the member’s pensionable earnings up to
an annual maximum contribution of $2,500. Employees who have accrued 35 years of
credited service are not required to make any additional contribution into the plan.

Retirement Dates

Normal Retirement Date

The normal retirement date for Staff members is the last day of the month in which the
member attains age 65. The normal retirement date for Field Management members is the
last day of the month in which the member attains age 60.

Early Retirement Date

If a Staff member has been in the plan for at least two years, the member may choose to
retire as early as age 55. If a Field Management member has been in the plan for at least
two years, the member may choose to retire as early as age 50.

if a member is both a Staff member and a Field Management member (i.e. the member

has both Staff service and Field Management service), the member can elect to
commence the Staff portion of his or her pension as early as age 50.
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Postponed Retirement

An active member may postpone retirement beyond the normal retirement date; however,
in accordance with the plan provislons, all members must commence thelr pension prior to
the end of the year in which they attain age 69,

Retirement Benefits

Normal Retirement Benefit (Staff Membhers)

The retirement income benefit payable at the normal retirement date in respect of Staff
pensionable service is equal to the sum of:

» 1.6% of the member's highest 3-year average earnings up to final average YMPE; and

= 2.0% of the member’s highest 3-year average earnings In excess of final average
YMPE

multiplied by the member's Staff pensionable service, capped at 35 years,

The highest 3-year average earnings are defined as the greater of:

» the annual average of the member’s pensionable earnings in the final 36-month period
up to the member’s termination of employment, retirement, or death; and,

= the annual averags of the member’s pensionable earnings in any three consecutive
calendar years in the last fifteen calendar years.

As of January 1, 2004, the definition of pensionabie earnings under the plan was amended
to exclude bonuses paid in respect of periods of service after December 31, 20083. At the
same time, the plan was amended to guarantee that the member's highest 3-year average
earnings at the time of termination of employment, retirement, or death would not be lower
than they were at December 31, 2004.

The Final Average YMPE is defined as the average of the YMPE in the year in which the

Staif member or Field Management member terminates employment with Canada Life,
retires, or dies and the YMPE in each of the two immediately preceding calendar years.
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Normal Retirement Benefit (Field Management Members)

The retirement benefits payable at the normal retirement in respect of Field Management
pensionable service is equal to the sum of the following four components:

Post-1988 Field
Management Benefit

For each year of Field Management pensionable service on or
after January 1, 1988 (up to a maximum of 35 years of service),
the member will receive a pension equal to the sum of:

= 1,5% of the member's highest 5-year average earings up to
the final average YMPE; and,

*  2,0% of the member's highest 5-year average earnings in
excess of the final average YMPE.

Annuity Purchase Benefit

The Annuity Purchase Bensefit provides an annual pension
payable to the Fleld Management member, with the amount of the
pension based on the employee contributions and (notional)
company grants that are accumulated with interest until the
member's retirement, death, or termination and are converted to a
penslon based on a factor specified in the plan text. The Annuity
Purchase Benefit is equal to the sum of the member's:

»  earnings-relaied required contributions and company grants
(made prior to December 31, 1987), with interest, multiplied
by the applicable factor from Table A; and

« gommission-related required contributions and notional
company grants, with interest, multiplied by the applicable
factor from Table B.

Commission Eatnings
Benefit

The Commission Eamings Benelit provides an annual pension
payable to the Field Management member, with the amount of the
pension calculated based on the member's indexed commission
earnings multiplied by the applicable factor from Table C.

Designated Appointee
Benefit

The Deslgnated Appointee Benefit provides an annual pension
payable to the Fleld Management member, with the amount of the
annual pension equal to 0.5% of the member’s final 10-year
eatnings multiplied by the Field Management member’s
designated appointee pensionable service.
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Tables A, B, and C referred to in the above plan description are shown on the following
page.

Retirement Age Table A Table B Table C
50 0.0602 0.0598 0.0048
51 0.0614 0.0610 0.0052
52 0.0626 0.0623 0.0056
53 0.0638 0.0637 0.0060
54 0.0656 0.0651 0.0064
55 0.0674 0.0666 0.0069
56 0,0686 0.0681 0.0074
57 0.0704 0.0697 0.0080
58 0.0722 0.0712 0.0087
59 0.0740 0.0729 0.0094
80 0.0758 0.0747 0.0100
61 0.0770 0.0765 0.0107
62 0.0782 0.0783 0.0114
63 0.0800 0.0802 0.0121
64 0.0818 0.0821 0.0129
65 0.0835 0.0841 0.0139
66 0.0859 0.0862 0.0147
67 0.0877 0.0882 0.0154
68 0.0895 0.0903 0.0163
69 0.0919 0.0924 0.0173
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Early Retirement Pension (Staff Members)

if a member with Staff pensionable sarvice retires early, the member will be entitledito a
penslon in respect of his or her Staff pensionable service that is calculated the same way
as for a normal retirement. The pension payable however, will be reduced as follows:

Early Retirement Reduction for Staff Members

i member has: Early retivement reduction:

Age 60 with more than 30 years  No reduction for early retirement
of pensionable service

Age 60 with less than 30 years ~ The member’s normal retirement date pension will be
of pensionable service reducsd by 0.4% muitiptied by the lesser of:

= The number of months by which the pension
commencement date pracedes the member's normal
vetirement date; and

= The number of monihs by which the member's
pensionable service is less than 30 years.

Under age 80 with more than The member's normal retirement date pension will be

30 years of pensionable service  reduced by 0.4% for each month by which the pension
commencement date pracedes the member’s attainment of
age 60.

Under age 60 and less than The member’s normal retirement date pension will be
30 years of pensionable service  reduced by 0.4% muitiplied by:

= the number of monihs by which tha pension
commencement date precedes the member’s normal
relirement date; minus

= the number of months by which the member's
pensionable service exceads 25 years,

If, however, the member attained age 50 and completed at least 20 years of pensionable
service as of January 1, 1997, reduction of the member’s pension in respect of his or her
Staff pensionable service shall not exceed 0.4% multiplied by the lesser of the number of
months by which the pension commencement date precedes the member’s normal
retirement date; and the number of months by which the pension commencement date
precedes the date at which the member would have attained age 60 and completed at
least 30 years of pensionable service.

If a member is both a Staff member and a Field Management member (i.e. the member
has both Staff service and Field Management service), the member can elect to
commence the Staff portion of his pension as early as age 50; however the amount of the
Staff pension will be reduced so that the amount of pension is actuarial equivalent of the
pension otherwise payable at age 55.
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Early Retirement Pension (Field Management Members)

If a member with Field Management pensionable service retires early, the member will be
entitled to a pension in respect of his or her Field Management pensionable service that is
calculated the same way as for a normal retirement. The pension payable however, will be

reduced as follows:

Early Retirement Reduction for Field Management Members

Post-1988 Field The normal retirement date pension will be reduced by 0.4% for

Management Bensfit each monih by which the membet's pension commencement
date precedes the member's normal relirement date.

Annuity Puschase Benefit The annual pension is calculated by muitiplying the member's

accumulated contributions and grants by a factor from Table A
or Table B, as appropriate.

Commission Earnings The annual pension Is calculated by multiplying the member's
Benefit indexed commission earnings by a factor from Table C.
Designated Appointee The normal retirement date pension will be reduced by 0.6% for
Benefit each month by which the member’s pension commencement

date precedes the member’s normal retirement date.
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Postponed Retirement Pension

A member who continues to be an active employee of Canada Life may elect to postpone
retirement. In that case, the member would continue to accrus service (up to his or her 6™
birthday).

For Staff members, the pension shall not be less than the actuarial equivalent of the
pension accrued by the member as of his normal retirement date, increased by the amount
by which the pension would have been indexed.

For Field Management members, the pension will be determined as follows:

Postponed Pension Benefits for Field Management Members

Post-1988 Fleld The penslon shall not be less than the actuarial equivalent of the
Management Benefit pension accrued by the member as of his normal refirement date,
Increased by the amount by which the pension would have been

indexed.
Annuity Purchase The Annuity Purchase Benefit provides an annual pension payable to
Benefit the Field Management member, with the amount of the pension based

on ihe employee contributions and (notional) company grants that are
accumulated with interest until the member's retirement, death, or
termination and are converted to a pension based on a factor specifled
in the plan text. The accumulated contiibutions and grants are
multiplied by the factor from Table A or Table B, as applicable.

Commission Eamings  The Commission Earnings Benefit is based on the member’s indexed
Benefit commission earnings muitiplied by the applicable factor from Table C.

Designated Appointee  The Designated Appointee Benefit will be equal to the amount accrued
Benefit by the member as of his normal refirement date.

Maximum Pension

The total annual pension payable from the plan upon retirement, death or termination of
employment cannot exceed the lesser of:

» 2% of the average of the best three consecutive years of total compensation paid to
the member by the Company, multiplied by total credited service; and

»  the maximum dollar limit for the year of termination, retirement or death prescribed In
the Income Tax Act, Canada, multiplied by the membet's total credited service.
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Survivor Benefits

Death Before Retirement

If a member with Staff pensionable service dies before the pension commencement date,
the member’s spouse will receive an immediate pension equal to 60% of the pension
accrued by the member at his death, with a guarantee of at least 120 monthly payments.
Alternatively, the spouse may elect a deferred pension or a lump sum settlement equal to
the value of the immediate pension. If the member has no spouse, the member's
heneficiary will receive a lump sum equal to the present value of 120 monthly payments of
60% of the normal retirement date pension accrued by the member up to his death. In
either situation, the death benefit payable to the member's beneficiary will be at least equal
to the commuted value of the member's benefits.

If a member with Field Management pensionable setvice dies before his pension
commencement date, death benefits shall be equal to the sum of the following:

Pre-Retirement Death Benefits for Field Management Members

Post-1988 Field An immediate pension equal to 60% of the Post-1988 Field Management
Management pension benefits accrued by the member up to hls death, with a
Benefit guarantee of at least 120 monthly payments. Alternatively, the spouse

may elect a deferred pension or a lump sum settlement equal to the value
of the Iimmediate pension.

If the member has no spouse, the member's beneficlary will receive a
lump sum settlement equal to the commuted value of 60% of the pension
accrued by the member at his death, as would have been payable to the
member at the member’s normal retirement date, with a guarantee of at
least 120 monthly payments.

Annuity Purchase The member's spouse, or beneficiary if there is no spouse, will receive a

Benefit benefit equal o value of the member's earnings related company grants
with Interest, earnings related required contributions with interest,
commission related notional company grants with interest; and,
commission related required contributions with Interest.

Commission A {ump sum equal to the value of the Commission Earnings Benefit that

Earnings Benefit the member would have been entitled to at his normal retirement date. If
the member has a spouse, the spouse may elect an immediate
unreduced annuity or a deferred annuity of equal value.

Designated A lump sum equal to the value of the Designated Appointee Benefit that

Appointee Benefit the member would have been entitled to at his normal retirement date, if
the member has a spouse, the spouse may elect an immediate
unreduced annuity or a deferred annulty of equal value.
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Death After Retirement

The normal form of payment for the Staff member’s benefit and for the Field Management
member's benefit for pensionable service on and after January 1, 1988 is as follows:

= For a member with a spouse the normal form of payment is a joint and survivor 60%
pension, with 60 monthly payments of 60% of the member's penslon guaranteed.

» For a member without a spouse, the normal form of payment is a lifetime pension, with
120 monthly payments of 60% of the member's pension guarantesd.

The normal form of payment for the Fleld Management member's Designated Appointee,
Commission Earnings, and Annuity Purchase Benefits is a lifetime pension, with
120 monthly payments of 100% of the member’s pension guaranteed.

For all benefits the member may elect to receive an optional form of pension on an
actuarial equivalent basis.

Termination Benefits

If a member's employment terminates for reasons other than death or retirement, the
benefits payable from the plan will depend on the member’s length of plan membership, as
follows:

Benefits in the Event of Termination of Employment

if member has: The plan will pay:

Less than two years of membership A refund of the member's coniributions with Interest.

At least two years of membership A deferred lifetime pension based on the member's
earnings, contributions and credited service up to the
date of termination.

Deferred pensions are payable commencing at the applicable normal retirement date;
however, a member may elect to commence receipt of pension eatly subject to eatly
retirement reduction factors described in the above sections Early Retirement Pension
(Staff Members) and Early Retirement Pension (Field Management Members).

If a member is entitled to a deferred pension, the member may also transfer the commuted

value of that pension into another retirement vehicle in accordance with the applicable
federal and provincial legislation.
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Pension Plan

Pension Indexing

The annual pensions payable to members who were hired by Canada Life prior to
January 1, 2001, and their respective spouses and beneficiaries shall be increased each
January 1 following the member’s retirement date (except as noted below). The amount of
the pension Increase will be equal to (a) minus (b) where:

(a) is the member’s annual pension at his or her pension commencement date multiplied
by the lesser of;

(i the cumulative return based on the excess of the Current Year Rate for
Indexing over 4% for each year measured from the member’s pension
commencement date to January 1 of the plan year; and,

(i) the cumulative Consumer Price Index Rate measured from the member's
pension commencement date to January 1 of the plan year; and,

(b} is the member's annual pension as at December 31 of the previous plan year.

In no event shall the adjustment on any January 1 decrease the member's pension below
the amount of the annual pension payable on December 31 of the immediately preceding

year.

The first increase for pension benefits payable in respect of Field Management
pensionable service will not take place until January 1 following the member’s attainment

of age 60.

Effective January 1, 2003, the Current Year Rate for Indexing means the average of the
fund rates of return over the first 15 of the preceding 16 plan years. Between January 1,
2001 and January 1, 2003, the Current Year Rate for Indexing meant the average of the
fund rates of return over the first 5 of the preceding 6 plan years. Prior to January 1, 2001,
the Current Year Rate for Indexing meant the rate earned by the Company on its life
insurance and annuity funds during the preceding calendar year, excluding the affect of
the Company's invastment in its subsidiaries.

Note that some Field Management members hired before January 1, 2001 elected to
receive some or all of their pension in a non-indexed form when they tetired. These

benefits are not indexed for inflation.

Pension benefits for members hired after December 31, 2000 may be increased, from time
to time, at the discretion of the Company in accordance with such method as the Company
may in Its discretion adopt effective any January 1.
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Appendix E

Employer Certification

With respect to the report on the actuarial valuation of the The Canada Life Canadian
Employees Penslon Plan, as at December 31, 2008, | hereby certify that, to the best of my
knowledge and belief:

« acopy of the officlal plan documents and of all amendments made up to December
31, 2008, were provided to the actuary,

» the membership data provided to the actuary included a complete and accurate
description of every person who is entitled {o benefits under the terms of the plan for
service up to December 31, 2008, and

» all avents subsequent to December 31, 2008 that may have an Impact on the results
of the valuation have been communicated to the actuary.

§em;?’ L3, 2009 p(ﬁ%

Date Signed

E Lewvip < Laas
Name
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REPORT ON THE ESTIMATED FINANCIAL POSITION OF THE THE CANADA LIFE ASSURANCE COMPANY
PORTION OF THE PLAN AFFECTED BY THE 2005 PARTIAL 3 3 0
WIND-UP AS AT DECEMBER 31, 2011

Introduction

At the request of the Canada Life Assurance Company (“Canada Life” or the “Company”), we have
estimated the financial position of the portion of the Canada Life Canadian Employees Pension Plan
(the “Plan”) affected by the June 30, 2005 partial wind-up of the plan (the “partial wind-up group) as
at December 31, 2011.

June 30, 2005 Partial Wind-Up

A partial wind-up was declared by Canada Life as a result of the workforce integration measures
taken after the acquisition of the Company by The Great-West Life Assurance Company (“Great-
West Life”) on July 10, 2003. All members of the Plan whose employment with Canada Life
terminated in conjunction with the integration, other than those members of the plan who were
employed in the province of Québec, have been included in the partial wind-up. This includes
members whose employment was terminated during the integration period by Canada Life, as well
as those who resigned or retired voluntarily. It also includes those members who were informed
during the integration period that their employment would be terminated as a result of the
integration and whose employment was terminated after June 30, 2005. The integration period
started effective July 10, 2003, the date Canada Life was acquired by Great-West Life, and ended
on June 30, 2005 (the “Partial Wind-Up Date”).

On September 4, 2003, the Superintendent approved Canada Life’s request to commence monthly
pension payments from the pension fund to those members and former members of the Plan who
are eligible for, and who elect to receive, an immediate pension.

A report on the partial wind-up of the Plan as at June 30, 2005 was filed with the Superintendent in
March, 2006.

On April 14, 2011, the Superintendent approved the distribution of basic benefits for the partial
wind-up group as set out in the June 30, 2005 partial wind-up report. All members of the partial
wind-up group were given the option of either electing a lump sum transfer of their benefit
entitlements from the pension fund, or to have a deferred or immediate annuity purchased on their
behalf.
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REPORT ON THE ESTIMATED FINANCIAL POSITION OF THE THE CANADA LIFE ASSURANCE COMPANY
PORTION OF THE PLAN AFFECTED BY THE 2005 PARTIAL
WIND-UP AS AT DECEMBER 31, 2011 3 3 1

Terms of Engagement

In accordance with our terms of engagement with the Company, our estimate of the financial
position of the portion of the Plan in respect of the partial wind-up group is based on the following
material terms:

» The estimates should only be in respect of the portion of the Plan affected by the June 30, 2005
partial wind-up i.e. no part of this report is in respect of the retained portion of the Plan. In
addition, this report does not consider the effects on the estimated financial position of the
portion of the Plan affected by the 2005 partial wind-up if a partial wind-up is declared in respect
of a past event(s) from the Plan’s history;

» The valuation has been prepared in accordance with applicable pension legislation and actuarial
standards of practice in Canada; and

= The purpose of these estimates and the results contained in this report are as a result of a
request from Canada Life’s legal counsel for the sole purpose of providing legal advice.

Calculation Methodology, Assumptions and Data
Our calculations reflect the provisions of the Plan as at December 31, 2011. A summary of the
main plan provisions can be found in our December 31, 2008 actuarial valuation report.

Our calculations reflect the asset information in respect of the partial wind-up group provided to us
by Canada Life. Details of the assets are provided in Appendix A.

Our calculations are based on membership data as at December 31, 2010. We have reflected the
payment of commuted values for members who elected lump sum transfers in settlement of their
basic benefits (for member elections received up to January 20, 2012). A summary of the
membership data is provided in Appendix C.

The assumptions used to determine lump sum transfers are based on the Canadian Institute of
Actuaries’ (“CIA”) Recommendations or Standards of Practice (as the case may be based on
members’ dates of termination of employment) for determining lump sum transfers from registered
pension plans in Canada. The assumptions used to estimate the cost of purchasing immediate or
deferred annuities are based on guidance issued by the CIA on estimating the cost of purchasing
annuities. Appendix B provides a summary of the assumptions used.

The estimates shown in this report have been prepared under two scenarios regarding the
settlement elections for members whose elections had not been received as at January 20, 2012:

« Scenario 1: Assumes members whose settlement elections have not been received, would

make their settlement elections in accordance with the benefit settlement election assumptions
from the December 31, 2008 actuarial valuation of the Plan.
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» Scenarioc 2: Assumes members whose settlement elections have not been received, would
elect or be deemed to elect to have their benefits settled through the purchase of immediate or
deferred annuities.

This report has been prepared on the assumption that all of the assets of the pension fund that
have been allocated to the partial wind-up group are available to meet all of the claims in respect of

the partial wind-up group.

On July 29, 2004, the Supreme Court of Canada dismissed the appeal in Monsanto Canada Inc.
versus Superintendent of Financial Services (“Monsanto”), thereby upholding the requirements to
distribute surplus on partial plan wind-up under The Pension Benefits Act (Ontario). The decision
has retroactive application and applies on the termination of Ontario employees if they are inciuded
in a partial plan wind-up, regardless of the province in which the pension plan is registered.

With the exception of the June 30, 2005 partial wind-up of the Plan, we are not aware of any other
partial plan wind-up having been declared in respect of the Plan where the Monsanto decision may
apply. In preparing these estimates, we have therefore assumed that the portion of the Plan’s
assets allocated to the partial wind-up group are available to cover that group’s estimated liabilities
presented in this report. The subsequent declaration of a partial wind-up of the Plan where
Monsanto may apply in respect of a past event, or disclosure of an existing past partial wind-up,
could cause an additional claim on Plan assets (and consequent re-allocation of the assets
allocated to the partial wind-up group), the consequences of which would be addressed in a
subsequent report. We note the discretionary nature of the power of the regulatory authorities to
declare partial wind-ups and the lack of clarity with respect to the retroactive scope of that power.
We are making no representation as to whether the regulatory authorities might declare a partial
wind-up in respect of other events in the Plan’s history.

Subsequent Events

After checking with representatives of the Company, to the best of our knowledge there have been
no events subsequent to December 31, 2011, which, in our opinion, would have a material impact
on the estimates provided in this report.

The results in this report reflect the estimated financial position of the portion of the Plan in respect
of the partial wind-up group as at December 31, 2011. Other than the reflection of the payment of
commuted values made up to February 10, 2012, this report does not take into account any
experience after December 31, 2011.
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Valuation Results — Scenario 1

Under Scenario 1, assuming members whose settlement elections have not been received make
their elections in accordance with the benefit settlement election assumptions from the December
31, 2008 actuarial valuation, the estimated financial position of the partial wind-up group as at
December 31, 2011, compared with that of the previous valuation, is as follows:

12.31.2011 12.31.2008

Assets

Market value of assets $306,543,000 $300,320,000
Increased asset allocation to PWU group $5,886,000 $0
In-transit benefit payments’ ($5,888,000) $0
Crown DC balances $390,000 $579,000
Termination expense provision ($13,000,000) ($12,000,000)
Wind-up assets $293,931,000 $288,899,000
Present value of accrued benefits for:

+  active members $0 $8,805,000
* pensioners and survivors $115,194,000 $87,230,000
+ deferred pensioners $152,369,000 $120,510,000
»  Crown DC members $390,000 $579,000
Total wind-up liability $267,953,000 $217,124,000
Wind-up excess (shortfall) $25,978,000 $71,775,000
Transfer ratico 1.15 1.39

' Commuted value payments to partial wind-up members made after January 1, 2012 and up to February 10, 2012

Mercer (Canada) Limited
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Reconciliation of the Financial Position

A reconciliation of the financial position at the last valuation (i.e. a wind-up excess of $71,775,000)
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to the estimated financial position at December 31, 2011 under Scenario 1 (i.e. a wind-up excess of

$25,978,000) is as follows:

Partial Wind-Up Group

Wind-up excess (shortfall) as at previous
valuation

Interest on funding excess (funding shortfall) at
4.24% per year

Employer’s special payments, with interest

Employer’s contributions drawn from previous
funding excess, with interest

Expected funding excess (funding shortfall)
Net experience gains (losses)

* Investment return

* Net demographic experience

Total experience gains (losses)

Changes in assumption of member settlement
election between annuities and lump sum
transfers due to aging

Impact of actual settlement elections

Impact of changes in the estimated cost of
purchasing annuities

Increase in provision for termination expenses

Increase in allocation of Plan assets to 2005

$71,775,000

$9,522,000

$0

($32,000)

$81,265,000
$8,483,000
$1,562,000

$10,045,000 $10,045,000

($2,621,000)

($10,200,000)
($57,579,000)
($1,000,000)

PWU group as a result of data changes 95,886,000
Net impact of other elements of gains and losses $182,000
Estimated wind-up excess (shortfali) at
December 31, 2011 $25,978,000
Mercer (Canada) Limited
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Valuation Results — Scenario 2

Under Scenario 2, assuming members whose settlement elections have not been received elect, or
are deemed to elect to have their benefits settled through the purchase of immediate or deferred
annuities, the estimated financial position of the partial wind-up group at December 31, 2011,
compared with that of the previous valuation, is as follows:

12.31.2011 12.31.2008

Assets

Market value of assets $306,543,000 $300,320,000
Increased asset allocation to PWU group $5,886,000 $0
In-transit benefit payments’ ($5,888,000) $0
Crown DC balances $390,000 $579,000
Termination expense provision ($13,000,000) ($12,000,000)
Wind-up assets $293,931,000 $288,899,000
Present value of accrued bhenefits for:

+ active members $0 $8,805,000
* pensioners and survivors $115,194,000 $87,230,000
+ deferred pensioners $169,957,000 $120,510,000
«  Crown DC members $390,000 $579,000
Total wind-up liability $285,541,000 $217,124,000
Wind-up excess (shortfall) $8,390,000 $71,775,000
Transfer ratio 1.07 1.39
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Reconciliation of the Financial Position

A reconciliation of the financial position at the last valuation (i.e. a wind-up excess of $71,775,000)
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to the estimated financial position at December 31, 2011 (i.e. a wind-up excess of $8,391,000) is as

follows:

Partial Wind-Up Group

Wind-up excess (shortfall) as at previous
valuation

Interest on funding excess (funding shortfall) at
4.24% per year

Employer’s special payments, with interest

Employer’s contributions drawn from previous
funding excess, with interest

Expected funding excess (funding shortfall)
Net experience gains (losses)

* Investment return

* Net demographic experience

Total experience gains (losses)

Changes in assumption of member settlement
election between annuities and lump sum
transfers due to aging

Impact of actual settlement elections

Impact of changes in the estimated cost of
purchasing annuities

Increase in provision for termination expenses

Increase in allocation of Plan assets to 2005

$71,775,000

$9,522,000

$0

($32,000)

$81,265,000
$8,483,000
$1,562,000

$10,045,000 $10,045,000

($2,621,000)

($20,200,000)
($64,679,000)
($1,000,000)

PWU group as a result of data changes $5,886,000
Net impact of other elements of gains and losses ($306,000)
Estimated wind-up excess (shortfall) at
December 31, 2011 38,390,000
Mercer (Canada) Limited
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Actuarial Opinion
In our opinion, for the purposes of determining the estimated financial position of the portion of the
Plan affected by the 2005 partial wind-up,

» the membership data on which the calculations are based are sufficient and reliable,
+ the assumptions are appropriate, and
+ the methods employed are appropriate.

This report has been prepared, and our opinions given, in accordance with accepted actuarial
practice in Canada.

Benedict O. Ukonga Douglas Johnson

Fellow of the Society of Actuaries Fellow of the Society of Actuaries

Fellow of the Canadian Institute of Actuaries Fellow of the Canadian Institute of Actuaries
March 21, 2012 March 21, 2012

Date Date
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P

Plan Assets
The pension fund is held in trust by the trustees. In preparing this report, we have relied upon fund
statements prepared by The Canada Life Assurance Company.

We have also relied on information provided by the Canada Life Assurance Company regarding the
defined contribution account balances for those partial wind-up members who accrued defined
contribution benefits during 1999 as well as information on pension plan cash flows (e.g. employee
contributions, monthly benefit payments, lump sum benefit payments, and expenses), from January
1, 2009 to December 31, 2011 in respect of members of the partial wind-up group.

A reconciliation of the assets allocated to the partial wind-up group from the date of the last
valuation to December 31, 2011 is as follows:

DB Assets only 2009 2010 2011
January 1 $300,320,000 $315,255,000  $326,795,000
PLUS
Members’ contributions $9,000 $1,000 $0
Company’s contributions $0 $0 30
Net investment income & net capital $20,794,000 $18,110,000 $13,308,000
gains (losses)

$20,803,000 $18,111,000 $13,308,000
LESS
Pensions paid $4,634,000 $4,986,000 $5,417,000
Lump sum payments $0 $0 $25,614,000
Expenses $1,234,000 $1,585,000 $2,528,000

$5,868,000 $6,571,000 $33,559,000

December 31 $315,255,000 $326,795,000  $306,544,000
Gross rate of return 7.0% 5.8% 4.3%
Rate of return net of expenses 6.6% 5.3% 3.5%

Please note that for the purposes of the June 30, 2005 partial wind-up report, the allocation of Plan
assets between the members affected by the partial wind-up and those not affected by the partial
wind-up was done based on the “standard method” under FSCO Policy W100-102 (please see the
partial wind-up report for additional information on the asset allocation). We noted in that report that
the final allocation of Plan assets could change due to a number of factors including (but not limited
to) refinements in membership data.
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As aresult of the data cleanup exercise undertaken by Canada Life in 2010, the data changes that
arose during the preparation of the benefit statements for the partial wind-up group in 2011, and
miscellaneous other data changes and updates since June 2005, the initial allocation of the Plan’s
assets between the partial wind-up group and the retained portion of the Plan at June 30, 2005 has
changed. This change resuits in the assets of the Plan that would have being allocated to the
partial wind-up group been higher by approximately $4,992,000 as at June 30, 2005. This amount,
adjusted with the gross rate of return on the total fund between July 2005 and March 2008, and with
the gross rate of return on the non-segmented assets between April 2008 and December 2011
would have grown to approximately $5,886,000.

As a result, the market value of assets in respect of the partial wind-up group at December 31, 2011
and before pending commuted value payments is $312,429,000

10
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Actuarial Methods and Assumptions

Valuation of Assets
For this valuation, the market value of the assets allocated to the partial wind-up group is used.

Valuation of Liabilities
No benefits payable on plan wind-up were excluded from our calculations.

We have considered that members under the earliest retirement age specified in the Plan would be
entitled to a deferred pension payable from their normai retirement date or such earlier age for
which plan eligibility requirements have been satisfied at their employment termination date.
Members over the earliest retirement age specified in the Plan are considered to be entitled to an
immediate pension, reduced in accordance with the plan rules. We have also considered that
Ontario and Nova Scotia members whose age plus years of service equal at least 55 at their
employment termination date would be entitled to a deferred pension payable from the age that
would produce the greatest value if employment were to have continued for the purpose of
determining eligibility for early retirement benefits. For each individual plan member, accumulated
contributions with interest plus 50% of the present value of the pension accumulated are
established as a minimum actuarial liability.

Partial wind-up members’ benefits are going to be settled in accordance with members’ actual or
deemed elections pursuant to subsection 73(2) of the PBA (or such similar rules in other provinces).

The value of benefits that will be settled through a lump sum transfer is based on the assumptions
prescribed for the calculation of commuted values payable from registered pension plans at the
date of termination of employment.

For greater certainty:

* For partial wind-up members who terminated employment prior to February 1, 2005, the
calculations were done based on the September 1993 recommendations of the Canadian
Institute of Actuaries applicable on the member’s date of termination of employment.

* For partial wind-up members who terminated employment after February 1, 2005 but prior to
April 1, 2009, the calculations were done based on the Canadian Institute of Actuaries’ Standard
of Practice effective February 1, 2005, for Determining Pension Commuted Values applicable
on their dates of termination of employment.

+ For partial wind-up members who terminated employment after April 1, 2009, the calculations
were done based on the Canadian Institute of Actuaries’ Standard of Practice effective April 1,
2009, for Determining Pension Commuted Values applicable on their dates of termination.

11
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Benefits provided as an immediate or deferred pension are assumed to be settled through the
purchase of annuities based on an estimate of the cost of settlement of these benefits through the

purchase of annuities.

We have estimated the cost of purchasing these annuities based on the preliminary guidance
issued by the Canadian Institute of Actuaries’ Committee on Pension Plan Financial Reporting
(“PPFRC”) on the estimated costs of purchasing annuities for valuations on and after December 31,
2011. Based on this preliminary guidance, we have assumed that an appropriate proxy for
estimating the cost of purchasing indexed pensions is using the yields on the long term Government
of Canada Real Return Bonds.

We note however that there is very limited data available to provide credible guidance on the cost or
availability of a purchase of indexed annuities in Canada. The actual cost of purchasing these
annuities may be substantially different from the estimates shown in this report.

We have not included a provision for adverse deviation in these calcuiations.
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December 31, 2011

December 31, 2008

Form of benefit settiement elected by member:

Lump sum

Scenario 1:

* Actual elections for those whose
elections had been received

«  Assumed settlement elections as in
December 31, 2008 valuation for
those whose elections had not been
received

Scenario 2;

« Actual settlement elections for those
whose election had been received

¢ 0% for members whose elections
had not been received

For active, disabled and deferred
vested partial wind-up members:

*  70% of under age 50,
*  50% of from age 50 to 55, and
*  30% of over age 55

elect to receive their benefit
entittement in a lump sum

Annuity purchase

Scenario 1:

»  Actual elections for those whose
elections had been received

* Assumed settlement elections as in
December 31, 2008 valuation for
those whose elections had not been
received

Scenario 2:

» Actual settiement elections for those
whose election had been received

*  100% for members whose elections
had not been received

All remaining members are assumed
to elect to receive their benefit
entitlement in the form of a deferred
or immediate pension. These benefits
are assumed to be settled through the
purchase of deferred or immediate
pension

Benefits assumed to be settled through lump sum transfer

Nominal interest rate

Inflation

Post retirement indexing

Mortality

In accordance with CIA
recommendations/Standards of Practice
applicable at member's date of
termination of employment

In accordance with CIA
recommendations/Standards of Practice
at member’s date of termination of
employment

In accordance with CIA
recommendations/Standards of
Practice applicable at member’s date
of termination of employment

In accordance with CIA
recommendations/Standards of
Practice at member’s date of
termination of employment

In determining the amount of post retirement indexing included in the calculation
of commuted values we have reflected the indexing formula specified in the plan
which limits the amount of post retirement increases to the lesser of inflation and

the average fund rate of return less 4%.

In accordance with CIA recommendations/Standards of Practice at member's

date of termination of employment

Mercer (Canada) Limited
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December 31, 2011

December 31, 2008

Benefits assumed to be settled through annuity purchase

Nominal interest rate

Immediate retirement

Indexed: 2.46% per year
Non-indexed: 3.31% per year
Deferred retirement

Mortality rate

Inflation

Indexed: 3.31% during the deferral
period, 2.46% after commencement

Non-indexed: 3.31% per year

UP 94 with generational mortality
improvements (sex distinct)

2.00% per year

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation.

Immediate retirement

Indexed: 3.40% per year
Non-indexed: 4.85% per year
Deferred retirement

Indexed: 4.45% during the deferral
period, 3.00% after commencement

Non-indexed: 4.45% per year

UP 1994 projected to 2015
(sex distinct)

1.30% per year

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation.

Provision for wind-up expenses®:

$13 million

$12 million

Final average earnings

Based on actual pensionable earnings
over the averaging period

Based on actual pensionable
earnings over the averaging period

Family composition

80% of currently single and 100% of currently married Members will have a
spouse on the earlier of death or retirement. Where available, we have used the
actual difference between the age of the member and the spouse. Otherwise,
we have assumed that the male partner will be three years older than the female

partner.

2 provided to us by Canada Life

Mercer (Canada) Limited
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Membership Statistics

The estimated financial position is based on the membership data of the partial wind-up group as at
December 31, 2010.

We have applied tests for internal consistency, as well as for consistency with the data used for the
previous valuation. These tests were applied to membership reconciliation, basic information (date
of birth, date of hire, date of membership, gender, etc.), accrued pensions, credited service,
contributions accumulated with interest and pensions to members whose pensions had
commenced. Contributions, lump sum payments and pensions to retirees were compared with
corresponding amounts reported in financial statements. The results of these tests were
satisfactory.
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Plan membership data is summarized below. The membership information shown at December 31,
2010 is in respect of partial wind-up members who have not elected to have their benefit
entitlements settled through a lump sum transfer as at January 20, 2012. As of January 20, 2012,
695° partial wind-up members had elected to have their benefits settled through lump sum

transfers. The membership summary at December 31, 2008 is in respect of all partial wind-up

members.

31.12.2010 31.12.2008

Active Members
Number 0 20
Total pensionable earnings for previous year n/a $1,682,463
Average years of pensionable service n/a 19.2 years
Average age n/a 54.4
Accumulated contributions with interest n/a $1,949,063
Deferred Pensioners
Number 1,210 1,899
Total annual pension $9,158,676 $12,605,175
Average annual pension $7,569 $6,638
Average age 43.3 43.4
Pensioners and Survivors
Number 220 227
Total annual lifetime pension $4,855,101 $4,458,475
Average annual lifetime pension $22,069 $19,641
Average age 64.6 62.0
Other Members*
Number 21 n/a®
Total annual pension n/a n/a
Average annual pension n/a n/a
Average age 50.5 n/a

® 653 formerly deferred vested and 42 form erly in receipt of pensions

* Members entitled to DC only benefits and members whose benefits had previously been settled

® This group was included in “Deferred Pensioners” at 31.12.2008.
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Distribution of Inactive Members Affected by the Partial Wind-Up
By Age Group as at 31.12.2010

Deferred Pensioners

Pensioners and Survivors

Average Average
Age Number Annual Pension Number Annual Pension
<40 299 2,484
40-44 256 4,853
45 - 49 287 9,141 1 *
50 - 54 202 11,525 1 *
55-59 130 15,143 42 18,721
60 - 64 34 7,333 91 24,763
65-69 2 * 70 22,300
70-74 15 14,894
75-79
80 - 84
85 - 89
90 - 94
95-99
100 +
Total 1210 7,569 220 22,069

* For confidentiality reasons, average pensions are not shown for age groups with 2 or fewer members.

Mercer (Canada) Limited
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Appendix D

Employer Certification

With respect to the estimates of the financial position of the portion of the Canada Life Canadian
Employees Pension Plan affected by the 2005 partial wind-up, as at December 31, 2011, | hereby
certify that, to the best of my knowledge and belief:

+ the calculations reflect the terms of the Company’s engagement with the actuary

+ a copy of the official plan documents and of all amendments made up to December 31, 2011,
were provided to the actuary and is reflected appropriately in the summary of plan provisions
contained in the filed December 31, 2008 valuation report,

» the asset information summarised in Appendix A is reflective of the Plan’s assets allocated to
the 2005 partial wind-up group,

+ the membership data provided to the actuary included a complete and accurate description of
every person within the partial wind-up group who is entitled to benefits under the terms of the
Plan, and

+ all events subsequent to December 31, 2011 that may have an impact on the results shown in
this report have been communicated to the actuary.

DNowcts 2 20/ (L

Date Signed

(B Topwson

Name
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October 9, 2012

Ms Amy Metzger

Counsel - Litigation

The Canada Life Assurance Company
255 Dufferin Avenue

London, Ontario

NBA 4K1

Privileged & Confidential
Prepared for the Advice of Counsel

Subject: Revised estimate of the financial position on a solvency basis of the portions of the
Canada Life Registered Plan affected by the 2005 partial wind-up and the potential Indago,
Adason and Pelican partial wind-ups

Dear Amy:

As requested, this letter provides an estimate of the financial position of the portion of the
Canada Life Canadian Employees Pension Plan (the “Canada Life RPP” or the “Plan”) affected
by the June 30, 2005 partial plan wind-up (the “2005 PWU group”) and the portions of the Plan
affected by the potential Indago, Adason and Pelican partial wind-ups on a solvency basis as at
August 31, 2012,

The revision of the estimates shown in this letter is as a result of an update to the pending
expense reimbursement as at June 30, 2012 from $14.0 million to $14.5 million.

Similar to our previous updates, we have estimated the financial position of the 2005 PWU group
under two scenarios:

» Scenario 1: assuming that terminations of Indago, Adason Property Management and
Pelican Foods employees who were members of the Plan (the “Historical Potential PWU
groups”) do not trigger separate partiai wind-ups of the Plan; and

* Scenario 2: assuming that separate partial wind-ups of the Plan are triggered by the
terminations of Indago, Adason Property Management and Pelican Foods employees who
were members of the Pian.

The estimated financial positions of the Historical Potential PWU groups are only shown under

scenario 2.

Consulting, Outsourdng, Investments,
Mercer (Canada) Limited
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Please note the following:

* The liabilities of the 2005 PWU group and the historical potential wind-up groups have been
calculated based on market conditions at August 31, 2012. The assumptions used are
summarized in Appendix A. They also reflect our current understanding of the provisions of
the Canada Life Registered Plan.

* Under Scenario 2, the liabilities of the Indago, Adason and Pelican Foods employees include
the estimated liabilities for additional benefits that would arise if partial wind-ups of the Plan
were declared in respect of each of these groups.

* Forthe 2005 PWU group, the cumulative pending expense payments have been updated
from June 30, 2012 to August 31, 2012 by increasing the amount at June 30, 2012 with the
expenses for this group for July and August 2012 (provided by Canada Life). For the
historical potential partial wind-up groups, we have left the cumulative pending expense
payments unchanged from the amounts at June 30, 2012. We do not expect these amounts
to have materially changed as at August 31, 2012 from their respective amounts at June 30,
2012.

As mentioned in our earlier estimates, these cumulative pending expense payments are
being held as “payables” against the assets allocated to the respective groups'. Appendix B
provides further information on these cumulative pending expense payments:

The cumulative pending expense payments are as follows:

Group Cumulative pending expense payments
June 2005 partial wind-up group $14.7 million
Indago $0.0 million
Pelican $0.1 million
Adason Property Management $0.4 million

' Plan assets were segmented before pending expense payments were deducted, therefore, cumulative
pending expense payments are being held as payables against the respective groups’ allocated assets.
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Estimated Financial Position as at August 31, 2012

Under Scenario 1, assuming partial wind-ups are not declared as a result of the terminations of
Indago, Adason Property Management and Pelican Foods employees who were members of the
Plan, the estimated financial position of the 2005 PWU group at August 31, 2012 is as follows.
For comparison purposes, we show the estimated financial position at June 30, 2012 (and based
on the new CIA annuity purchase guidance, which became effective June 30, 2012).

Estimated financial position for 2005
t 31, 2012 J 30, 20
PWU group ($ million) August 31, une 30, 2012

Assets $312.7 $311.6
Pending asset transfer $6.9 $6.7
Liabilities ($286.5) ($285.8)
Pending expense payments ($14.7) ($14.0)
Surplus $18.4 $18.5
Provision for future termination expenses ($12.7) ($12.7)
Surplus net of termination expenses $5.7 $5.8

The provision for future termination expenses for the 2005 PWU group, of $12.7 million, is an
estimate of the future administrative, communications, actuarial, iegal and other fees related to
the partial wind-up that was provided by Canada Life.
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A reconciliation of the change in the estimated financial position from June 30, 2012 to
August 31, 2012 is as follows:

(millions)

Estimated surplus at June 30, 2012 $5.8
investment return on assets allocated to the partial wind-up group $2.2
Interest on liabilities at 2.7% ($1.3)
Impact of election of commuted values $1.3
Change in estimated costs of purchasing annuities ($1.8)
Increase in pending expense payments (30.2)
Revision to cumulative pending expense payments ($0.5)
All other factors $0.2
Estimated surplus at August 31, 2012 $5.7

Impact of potential partial wind-up declarations in respect of Indago, Adason and
Pelican

Under Scenario 2, assuming that terminations of employees of Indago, Adason Property
Management and Pelican Foods are declared to be separate partial wind-ups of the Plan, the
estimated financial position of the different groups within the Plan (excluding Crown DC account
balances) as at August 31, 2012 are as follows:
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Estimated financial 2005 Indago Adason Pelican
position at August 31, PWU group

2012 ($ miiltion)

Assets $316.5° $1.5 $12.2 $4.3
Liabilities ($286.5) ($0.2) ($5.2) ($1.1)
Pending expense

payments ($14.7) $0.0 ($0.4) ($0.1)
Surplus $15.3 $1.3 $6.6 $3.1
Termination expenses ($12.7) ($0.2) ($0.4) ($0.2)
Surplus net of $2.6 $1.1 $6.2 $2.9

termination expenses

A reconciliation of the estimated financial position from June 30, 2012 for Indago, Adason and
Pelican to the estimated financial position at August 31, 2012 shown in this letter is presented
below:

($ millions) Indago Adason Pelican Foods
Estimated surplus at June 30, 2012 $1.1 $6.1 $2.9
Investment return on allocated assets $0.0 $0.2 $0.1
Interest on liabilities $0.0 ($0.0) $0.0
Increase in provision for future termination

expenses (30.0) (30.0) ($0.0)
Changes in estimated costs of purchasing

annuities $0.0 $0.0 $0.0
All other factors ($0.0) ($0.1) ($0.1)
Estimated surplus at August 31, 2012 $1.1 $6.2 $2.9

% Reflects pending asset transfer as a result of data changes made
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Membership data, assumptions, and methodology
For the purpose of preparing the above estimates:

= We have used membership data as at August 31, 2012 for the 2005 PWU and as at
December 31, 2011 for the Indago, Adason and Pelican potential partial wind-up groups.

* Forthe 2005 PWU group, we have reflected members’ actual elections for the settiement of
their basic benefits.

- For members who elected a lump sum transfer, we have reflected the payment of their
commuted values. We have reflected lump sum payments that the Company has
indicated will be made up to September 14, 2012;

—~ For members who elected an immediate or deferred pension, we have reflected the
estimated cost of settling their benefits through the purchase of deferred or immediate
annuities;

— For members whose settlement elections have not been received, we have assumed
these members would elect, or be deemed to elect, an immediate or deferred pension.
We have estimated the cost of settling their benefits through the purchase of deferred or
immediate annuities.

In addition, under scenario 2, we have assumed all Indago, Adason, and Pelican Foods
employees with remaining benefit entitlements® would elect, or be deemed to elect, to
have their benefits settled through the purchase of immediate or deferred annuities.

» The calculations were prepared based on our current understanding of the provisions of the
Canada Life Registered Plan;

* We have used the economic assumptions (specifically interest rate and inflation) consistent
with the economic conditions at August 31, 2012;

The assumptions used in our calculations are summarized in Appendix A;

® This excludes members who have already received a lump sum transfer (at their initial termination dates)
but are entitled to additional benefits as a result of a partial wind-up being declared
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* We have relied on the August 31, 2012 market value of assets provided to us by Canada
Life;

= The estimated financial positions are expressed on a solvency basis;

* The estimated cost of purchasing annuities is based on the Canadian Institute of Actuaries’
Educational Note: Assumptions for Hypothetical Wind-up and Solvency Valuations with
Effective Dates Between December 31, 2011 and December 30, 2012 effective June 30,
2012;

We note that in Canada, there is very limited data available in the market regarding the
pricing of annuities indexed to inflation. The market for these annuities is also virtually non-
existent. As a result, it is possible, maybe even likely, that the actual cost of purchasing
these annuities will exceed (potentially materially) the estimates shown in this letter.

If you have any questions regarding the above, we would be glad to discuss them with you in
more detail at your convenience. As always, you can reach me at (416) 868 7385.

Sincerely,

Y/ 4

Benedict O. Ukonga, FSA, FCIA, CFA
Principal

Copy:
Wally Robinson: Great-West Life | London Life | Canada Life
Doug Johnson, Joseph Tang, James Dalton: Mercer



Appendix A: Key Assumptions

August 31, 2012

June 30, 2012

Benefits assumed to be settled through annuity purchase

Nominal interest rate

Mortality rate

Inflation
Post retirement indexing

Immediate retirement

Indexed: 2.36% per year
Non-indexed: 3.04% per year
Deferred retirement

indexed: 3.04% during the deferral
period, 2.36% after commencement
Non-indexed: 3.04% per year

UP 94 with generational mortality
improvements (sex distinct)

1.95% per year

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation.

Immediate retirement
Indexed: 2.35% per year
Non-indexed: 3.05% per year
Deferred retirement

Indexed: 3.05% during the deferral
period, 2.35% after commencement
Non-indexed: 3.05% per year

UP 94 with generational mortality
improvements (sex distinct)

1.90% per year

We have assumed that the life
insurance company would price the
annuities as if they were fully indexed
for inflation.

Provision for future wind-up
expenses:

June 2005 PWU | $12.7 million
Indago $0.0 million
Adason $0.4 million
Pelican $0.1 million

$13 million for the June 30, 2005 partial
wind-up (based on information provided
by Canada Life). To be determined for
the other potential partial wind-ups
groups.

Member settlement elections

All remaining members of the 2005
PWU group, and remaining Indago,
Adason and Pelican members are
assumed 100% immediate or deferred
annuities

All remaining partial-windup members
assumed 100% immediate or deferred
annuities

Basis

Solvency

Solvency

Mercer (Canada) Limited

Consulting, Outsourcing. Investments.,
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Appendix B

Reconciliation of the assets allocated to the 2005 PWU group (under scenario
1 and before pending expenses)

Reconciliation from June 30, 2012 to August 31, 2012
2005 PWU group

June 30, 2012 $311,648,000

PLUS

Members’ contributions $0

Company'’s contributions $0

Investment income $2,182,000
$2,182,000

LESS

Pension and lump sums paid $1,123,000
$1,123,000

August 31, 2012 $312,707,000

Pending Expense Reimbursements®

- 2005 PWU Indago Adason Pelican

(millions)
group

June 30, 2012 $14.5 $0.0 $0.4 $0.1
Estimated plan $0.2 $0.0 $0.0 $0.0
Expenses — July and
August 2012
August 31, 2012 $14.7 $0.0 $0.4 $0.1

* Cumulative pending expenses as provided by Canada Life

Consulting, Qutsourdng, Investments.
Mercer (Canada) Limited
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Note to reader regarding actuarial valuations:

This valuatlon report may not be relled upon for any purposa other than those explicitly noted in the Introduction, nor
may It be relled upon by any party other than the parties noted in the Introduction. Mercer is nol responsible for the
consequences of any other use. A valuation report Is a snapshot of a plan’s estimated financial condition at a
partioular point in time; it does not predict a pension plan’s future financial condition or its abillty to pay benefits In the
future. if maintained Indefinitely, a plan’s total cost will depend on a number of factors, Including the amount of
benetita the plan pays, the number of people paid benslits, the amount of plan expsnses, and the amount earned on
any assels invested to pay the benefits. These amounts and other variables are uncertain and unknowable at the

valuation date.

To prepare the results in this repon, actuarial assumptions are used 1o model a single scenario from a rango of
possibilities for sach valuation basis, The results based on thal single scenaric are included in this report, Howaver,
the fulure is uncertain and the plan's actual experience will differ from those assumptions; these differences may be
significant or material, Different assumptions or scenarios within the range of possibiilties may also be reasonable,
and results based on those assumptions would be different, Furthermore, actuarial assumptions may be changed
from one valuation to the next because of changes in regulatory and professlonal requirementis, developments in
case law, plan experlence, changes in expectations about the future and other factors.

The valuation results shown In this report also illustrate the sansitivify to one of the key actuarial assumptions, the
discount rate. Wae nole that the resuits prasented harein rely on many assumptions, all of which are subject to
uncertainty, with a broad range of possibie outcomes and the results are senslitive to all the assumptions used in the

valuation,

Should the plan be wound up, the going concern funded status and solvency financial position, if different from the
wind-up financial position, becoms irrelevant. The hypothetical wind-up financial position estimates the financiat
position of the plan assuming it is wound-up on the valuation date. Emerging experience will affect the wind-up
financial posiiion of the plan assuming it is wound-up in the future. In fact, even if the plan were wound-up on the
valuation date, the financlal position would continue to flustuate until the benefits are fully seftled.

Because actual plan experience will differ from the assumptions used in this valuation, declsions about benefit

changes, investment policy, funding amounts, benefit security and/or benefit-related issues should be made only after
careful conslderation of aliernative future financlal conditions and scenarios, and not solely on the basls of a valuation

report or reporis,

MERCER (CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

PURPOSES AS AT DECEMBER 31, 2011

1

Summary of Results

311211 31.12.08

Going Concern Financlal Status
Market value of assets

Golng concern funding target
Funding excess {shortfall)

Hypothetical Wind-up Financial Position
Wind-up assets

Wind-up liability

Wind-up excess (shartfalf)

Funding Requirements in the Year Following the Valuation '
Total current service cost

Estimated member's required contributions

Estimated employer's current setvice cost

Employer's current service cost as a percentage of members
pensionable samings

¢l

Minimum special paymenis

Estimated minimum employer contribution
Estimated maximum eligible employer contribution

Next required vajuation date

$798,169,000 $722,323,000
($651,151,000) ($501,294,000)

$147,018,000 $221,029,000

$796,169,000 $717,323,000
($740,076,000)  ($554,696,000)

$66,093,000 $162,627,000

$10,435,000 $8,715,000

($1,329,000) ($1,475,000)

$9,106,000 $7,240,000

14.6% 10.4%

$0 $0

$0 $0

$0 $0
12,81.2014 12,31,2011

! Provided for reference purposes only. Contributions must be remitted to the Plan in accordance with the Minimum
Funding Requirements and Maximum Eligible Contributions sections of this report.

MERCER (CANADA} LIMITED
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REPOAT ON THE ACTUARIAL VALUATION FOR FUNDING  THEE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

2

Introduction

To The Canada Life Assurance Company

At the request of the Canada Life Assurance Company (“Canada Life” or the “Company”), we
have conducted an actuarlal valuation of The Canada Life Canadian Employees Pension Plan
(the "Plan”) as at the valuation date, December 31, 2011, We are pleased to present the results

of the valuation.

Purpose
The purpose of this valuation is to determine:

* The funded status of the plan as at December 31, 2011 on going concemn, hypothetical wind-
up and solvency hases;

+ The minimum required funding contributions from 2012, In accordance with the Ontario
Pension Benefils Act;

+ The maximum permissible funding contributions from 2012, in accordance with the income
Tax Act,

The information contained In this report was prepared for the internal use of Company and for
filing with the Financial Services Commission of Ontario and with the Canada Revenue Agency,
in connection with our actuarial valuation of the Plan. This report will be filed with the
Superintendent of the Financlal Services Commission of Ontario (the “Superintendent”) and with
the Canada Revenue Agency. This report is not intended or suitable for any other purpose.

In accordance with pension bensfits legislation, the next actuarial valuation of the Plan will be
required as at a date not later than Decembaer 31, 2014, or as at the date of an earlier

amendment to the Plan.

June 30, 2005 Partial Wind-Up

A partial wind-up was declared by Canada Life as a result of the workforce integration measures
taken after the acquisition of the Company by The Great-West Life Assurance Company
(“Great-West Life") on July 10, 2003. All members of the Plan whose employment with Canada
Life terminated in conjunction with the integration, other than those members of the plan who
were employed [n the province of Québec, have been included in the partial wind-up. This
includes members whose employment was terminated during the integration period by Canada
Life, as well as those who resigned or retired voluntarily. it also includes those members who
were informed during the integration perlod that their employment would be terminated as a
resuit of the integration and whose employment was terminated after June 30, 2005, The
integration period started effective July 10, 20083, the date Canada Life was acquired by Great-
West Life, and ended on June 30, 2005 (the “Partial Wind-Up Date”).

MERGER (CANADA) LIMITED 2
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

On September 4, 2003, the Superintendent approved Canada Life’s request to commence
monthly pension payments from the pension fund to those members and former members of the
partial wind-up who are eligible for, and who elect to receive, an immediate pension. In the
absence of the Superintendent's consent, the option for members fo transfer funds from the
pension fund, will not be provided until after the partial wind-up report Is approved.

A report on the partial wind-up of the Plan as at June 30, 2005 was filed with the Superintendent
in March, 2006,

This report shows the assets and liabilities separately for those Plan members who were
affected by the June 30, 2005 partial wind-up (the “partial wind-up group”) and those members
who were not affected by the June 30, 2005 partial wind-up (the “retained group”).

On April 14, 2011, the Supetintendent approved the distribution of basic benefits for the partial
wind-up group as set out In the June 30, 2005 partial wind-up report.

On and around June 30, 2011, benefit stataments were distributed to all members of the partial
wind-up group. Members were given the option of electing to have their benefit entitliements
settled sither through a lump sum transfer from the pension fund, or to have a deferred or
immediate annuity purchased on their behalf. Lump sum transfers were made to members who
elected the lump sum transfer option. All remaining members either elected, or were deemed to
elect, to have their benefits setfled through purchase of immediate or deferred annuities.

Terms of Engagement
In accordance with our terms of engagement with the Company, our actuarial valuation of the

Plan is based on the following material terms:

* It has been prepared In accordance with applicable pension legisiation and actuarial
standards of practice in Canada.

¢ Asinsiructed by the Company, we have reflected a margin for adverse deviations in our
going concern valuation by reducing the going concern discount rate by 0,15% per year,

+  Wea have reflected the Company’s decisions for determining the solvency funding
requirements, summarized as follows;
«  The same plan wind-up scenario was hypothesizad for both hypothetical wind-up and

solvency valuations.
«  Although permissible, no benefits were excluded from the soivency liabilities,

= The solvency financial position was determined on a market value basis,
» No funding relief measures have been applied.

See the Valuation Resulls - Solvency section of the report for more information.

Events Since the Last Valuation at December 31, 2008
Pension Plan
There have been no special events since the last valuation date.

This valuation reflects the provisions of the Plan as at December 31, 2011. The Plan has been
amended and restated since the dale of the previous valuation., The amendmenis and
restatement were to bring the Plan in compliance with applicable provincial and employment
standards legisiation with effective dates on and before October 1, 2011, and for harmonization,

MERCER {CANADA) LIMITED 3
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

PURPOSES AS AT DECEMBER 31, 2011

to the extent possible, with other registered plans sponsored by Canada Life and its affiliated
companies. These amendments had no mateiial impact on the results of the valuation. The

Plan provisions are summarised in Appendix F.

Assumptions

We have used the same going concern valuation assumptions and methods as were used for
the previous valuation, except for the following:

Previous valuation

Assumption Current valuation
Discount rate: 5.35% . 5.80%
Discount rate used for valuing  2.80% for the first 10 years N/A
lump-sum transfers: after date of exit, and 4.10%

thereafter
Inflation: 2,00% 1.30%
Productivily improvement: 0.75% 1.00% ‘
Inflation used for valuing lump-  1.31% for the first 10 years N/A
styn transfers after date of exit, and 2.44%

thereafter
ITA Himit/ YMPE increases: 2.76% 2.30%

Penslonable earnings

Revised Merlt and promotional
increases with 2.75% general

Merit and promotional
increases with 2.30% general

increases:

wage inflation. wage inflation.
Starting YMPE: $50,100 (2012) $46,300 (2009)
Mortality: 85% of UP94 generational UPa4 fully generational

Termination rates;

Revised age related table

Age related table

Hetirement rates;

Revised age related table

Age related tabie

Mortalily rates used for valuing
lump-sum transfers:

UP84 generational mortality
fable

NIA

The hypothetical wind-up and solvency assumptions for the retained group, as well as the
assumptions used to estimate the cost of purchasing annuities for the partial wind-up group,
have been updated to reflect market conditions at the valuation date.

A summary of the going concern, and hypothetical wind-up and solvency methods and
assumptions are provided in Appendices C and D, respectively.

Regulatory Environment and Actuarial Standards
There have been a number of changes to the Ontario Pension Benefits Act (the “Act”y and
regulations which impact the funding of the Plan.

Effective July 1, 2012, the Pension Benefits Act (Ontario) and the Regulations to the Act were
amended to require plans to provide immediate vesting to all Ontarlo plan members and to
provide grow-in benefits to certain Ontario members whose employment is terminated at the
initiation of their employer. The plan will be amended to reflect these requirements. The cost of
these legislated minimum benefit improvements is not reflected in the valuation. In accordance

MERCER (CANADA) LIMITED 4
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE GANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

with section 3(1.0.1) of the amended Regulations, the cost will be reflected in the next full
valuation of the plan.

A new Canadian actuarial Standard of Practice for determining pension commuted values (“CIA
CV Standard") became effective on April 1, 2009, with additional changes to the CV Standard
becoming effective February 1, 2011, The new CIA CV Standard changed the assumptions to
be used to value the solvency and wind-up liabilities for benefits assumed 1o be seltled through
a lump sum transfer. The financial impact of the new CIA CV standard has been reflected in this

actuarial valuation.

A new Canadian actuarial Standard of Practice — Practice Specific Standards of Practice for
Peansion Plans became effective December 31, 2010 (the “CIA Pension Standards”). The
reguirements of the CIA Pension Standards have been reflected in this report.

Subsequent Events

After checking with representatives of the Company, to the best of our knowledge there have
been no events subsequent to the valuation date which, in our opinion, would have a material
impact on the results of the valuation. Qur valuation reflects the financial position of the Plan as
of the valuation date and does not take into account any experience after the valuation date.

Impact of Case Law

This report has been prepared on the assumption that all of the assats in the pension fund are
available fo meet ali of the claims on the Plan. We are not in a position to assess the impact that
the Ontario Court of Appeal's decision in Aegon Canada Ine. and Transamerlca Life Canada
versus ING Canada Inc. or similar decisions in other jurisdictions might have on the validity of

this assumption,

On July 29, 2004, the Supreme Court of Canada dismissed the appeal in Monsanto Canada Ine.
versus Superintendent of Financial Services (“Monsanio™), thereby upholding the requirements
to distribute surplus on partial plan wind-up under The Pension Benefits Act (Ontario). The
decision has retroactive application and applies on the termination of Ontario employees if they
are included in a partial plan wind-up, regardless of the province in which the pension plan is

registerad.

Although this decision dealt with Ortario legislation, it is possible that it could have application to
other provinces since the underlying language in the Pension Benefits Act (Oniario), is similar to
language in a number of other provinces, either currently or in the past,

For Federally regulated employees, on March 5, 2008, the Supreme Court of Canada denied
leave to appeal in Cousins v. Attorney General of Canada and Marine Atlantic Inc. (“Marine
Atlantic") confirming that the Pension Benefits Standards Act does not require surplus
distribution on a partlal plan termination.

With the exception of the June 30, 2006 partial wind-up of the Plan, we are not aware of any
other partial plan wind-up having been declared in respect of the Plan where the Monsanto
decision may apply. In preparing this actuarial valuation, we have therefore assumed that the
Plan’s assels are available to cover the Pian’s liabilities presented in this report. The
subsequent declaration of a partial wind-up of the Plan where Monsanto may apply in respect of

MERGER (CANADA) LIMITED 5
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

a past event, or disclosure of an existing past partial wind-up, could cause an additional claim on
the Plan’s assets, the consequences of which would be addressed in a subsequent report. We
note the discretionary nature of the power of the regulatory authorities to declare partial wind-
ups (for events that ocourred prior to July 1, 2012) and the lack of clarity with respect to the
retroactive scope of that power. We are making no representation as to whether the regulatory
authorities might declare a partial wind-up in respect of other events in the Plan’s history.

MERCER {CANADA) LIMITED 6
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING
PURPOSES AS AT DECEMBER 31, 2011

3

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Valuation Results — Going Concern

Financial Status

A goling concern valuation compares the relationship between the value of Plan assets and the
present value of expected future benefit cash flows in respect of accrued service, assuming the

Plan will be maintained indefinitely,

The results of the current valuation, compared with those from the previous valuation, are

summarized as follows:

Retalned Group

31.42.11 31.12.08

Assets
Market value of assets $496,847,000% $432,565,000
Crown DO halances $970,000 $859,000
Total $497,817,000 $433,424,000
Golng concern funding target
» active and disabled members $160,827,000 $105,602,000
+  pensioners and survivors $169,391,000 $145,851,000
+ deferred pensioners $30,494,000 $31,283,000
*  pending payouts $409,000 $575,000
»  Crown DC balances $3870,000 $856,000
Total $362,091,000 $284,170,000

$135,726,000 $149,254,000

Funding excess (shorifall)

? Reflects panding asset transfer of $6,557,000 from the retained group’s allocated assels to the partial wind-up

group’s allocated assets as a result of a revision of the Initial asset allocation at June 30, 2008 dus to a data clean up

exercise and other membership changes.

MERCER {CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

Partial Wind-Up Group

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

311241 31.12.08

Assets

Market value of assets® $299,962,000° $288,320,000
Crown DC balances $390,000 $579,000
Total $300,352,000 $288,899,000
Guoing concern funding target

» active and disabled members $0 $8,805,000
*  pensioners and survivors $124,698,000 $87,230,000
» deferred pensioners $157,742,000 $120,510,000
+  pending payouts $6,230,000 $0
*  Grown DC balances $390,000 $579,000
Tolal $289,060,000 $217,124,000
Funding excess (shortfall) $11,292,000 $71,775,000

3t1.12.11 31.12.08

Assats

Market value of assets® $796,809,000 $720,885,000
Crown DG balances $1,360,000 $1,438,000
Total $798,168,000 $722,323,000
Going concern funding target

+  active and disabled members $160,827,000 $114,407,000
*  pensioners and suivivors $294,088,000 $233,081,000
+ deferred pensloners $188,236,000 $151,793,000
* pending payouts $6,639,000 $575,000
¢ Crown DC balances $1,360,000 $1,438,000
Total $651,1651,000 $501,294,000
Funding excess (shortfall) $147,018,000 $221,029,000

¥ Net of provision for plan termination expenses for the pattial wind-up group of $13 million at December 31, 2011 and
$12 miliion at December 31, 2008

* Reflects pending asset fransfer of $6,557,000 from the retained group’s aflocated assets to the partial wind-up
group’s allocated assets as a result of a revision of the initial asset allocation at June 30, 2005 due to a data clean up

exercise and other membership changes.

MERCER (CANADA} LIMITED 8
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING
PURPOSES AS AT DECEMBER 31, 2011

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

The going concern funding target for the retalned group includes a provision for adverse

deviations,

Reconciliation of Financial Status

Retalned Group

Funding excess {shortfall) as at previous valuation $149,254,000

Interest on funding excess (funding shortfall) at 5.80% per year $27,506,000

Employer's special payments, with interost $0

Employer’s contributions drawn from previous funding excess with {$28,838,000)

interest

Expected funding excess (funding shorifall) $147,922,000

Net exparience gains (losses)

+ Investment return $43,847,000

+  Salary/YMPE growth different than expected $6,375,000

*  Post retirement indexation different than expected $1,616,000

¢ Mortality {$2,094,000)

+  Retirement $57,000

*  Termination {$2,018,000)

Total experience gains (losses) $47,788,000 $47,783,000

Impact of changes In actuarial assumptions:

¢+ Inflation and inflation related items ($26,579,000)

* GV basis for lump sum terminations ($2,703,000)

»  Discount rate ($22,565,000)

*  Produclivity increases $2,024,000

+  Mortality {($17,434,000)

+  Termination $1,573,000

+  Retirement $1,139,000

+  Merit and Promotion increases $4,240,0QQ_

Total agsumption changes impact ($60,305,000)  ($60,305,000)

Panding assets transfer o partial wind-up group {$6,557,000)
$8,203,000

Data adjustments and updates, including clean-up of deferred vested
member records

Net impact of other efements of gains and losses

($1,320,000)

Funding excess (shorifall) as at current valuation

$135,726,000

MERCER {(CANADA) LIMITED

y intsimset filastokablel wp - deo 31 2011 .doo

ek s and settingsidant | settingsitemp



REPORT ON THE ACTUARIAL VALUATION FOR FUNDING
PURPOSES AS AT DECEMBER 31, 2011

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Partial Wind-Up Group

Funding excess (shortfall) as at previous
valuation

Interest on funding excess {funding shortfall) at
4.24% per year

Employer's special payments, with Interest
Employer coniribution drawn from excess
Expected funding excess (funding shorifall)
Net experisnce gains (losses)

*  Investment return

*  Post retirement indexation different than
oxpacted

*  Morality
*  Retlrement
Total experience galns (losses)

Impact of changes in the estimated cost of
purchasing annuities

Changes in assumplion of member election
between annuities and lump sum transfers dus to

aging
Impact of aciual slections;

*  Members who ¢lected commutad values

*  Members who elscted, or were deemed to
elect, an anhuity purchase

Total actual elections Impact

Pending transfer from retained group’s allocated
assels

Increase in wind-up expense provision
Data corrections
Net Impact of other elements of gains and losses

$71,775,000

$9,522,000

$0

($32,000)

$81,265,000
$8,699,000
$780,000
($601,000)
$566,000

$9,444,000 $9,444,000

($62,381,000)

($4,904,000)
$7,684,000
($24,555,000)

($16,871,000)

($186,871,000)
$6,557,000

($1,000,000)
($464,000)
($354,000)

Funding excess (shortfall) as at current valuation

$11,292,000

MERCER (CANADA} LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Current Service Cost
The current service cost is an estimate of the present value of the additional expected future
benefit cash flows in respect of pensionable service that will accrue alter the valuation date,

assuming the Plan will be maintained indefinitely.

The current setrvice cost during the year following the valuation date compared with the
cotresponding value determined in the previous valuation, is as follows:

2012 2009
Total current service cost $10,435,000 $8,715,000
Estimated mambers’ required contributions ($1,329,000)  ($1,475,000)
Estimated employer’s current service cost $9,106,000 $7,240,000
Employer's current service cost expressed as a percentage of 14.6% 10.4%

members’ pensionable eamings

The key factors that have caused a change in the employer’s current service cost since the
previous valuation are summarized in the following table:

Employer’s current service cost as at previous valuation 10.4%
Demographle changes 1.2%
Changss in assumptions 3.0%
Employer’s current service cost as at current valuation 14.6%

Discount Rate Sensitivity
The following table summarises the effect on the going concern funding target shown in this
teport of using a discount rate which is 1.00% lower than that used in the valuation:

Scenarlo Valuation Basis Reduce Discount
Rate by 1%

Golng concern funding target — Retained® $360,712,000 $418,853,000

Current sarvice cost

s Total current service cost $10,435,000 $12,651,000

» Estimated members’ required contributions {$1,329,000) ($1,329,000)

+ Estimated employer's current service cost $9,106,000 $11,322,000

® Excludes DC balances and pending payouts

MERCER (CANADA) LIMITED 11
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

4

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Valuation Results — Hypothetical Wind-up

Financial Position

When conducting a hypothetical wind-up valuation, we determine the relationship between the

respective values of the Plan’s assets and its liabilities assuming the Plan is wound up and
settled on the valuation date, assuming benefits are settled in accordance with the Act and

under circumstances producing the maximum wind-up liabilities on the valuation date. However,

to the extent permitied by law, the actuary may disregard:

* Benefits that would not be payable under the hypothesized scenatrio
* Plan member earnings after the valuation date.

The hypothetical wind-up financial position as of the valuation date, compared with that at the

previous valuation, is as follows:

Retained Group

311211 31.12.08

Assets

Market value of assets $496,847,000° $432,665,000
Crown DC balances $970,000 $859,000
Tarmination expense provision ($2,000,000) ($85,000,000)
Wind-up assets $485,817,000 $428,424,000
Present value of accrued benefits for:

*  gctive members $199,017,000 $118,481,000
+  pensioners and survivors $208,181,000 $177,271,000
+  daferred pensloners $42,459,000 $40,386,000
¢ pending payouts $409,000 $675,000
+  Grown DC balances $970,000 $859,000
Total wind-up liability $451,016,000 $337,572,000
Wind-up excess (shorifall) $44,801,000 $90,8562,000

® Reflscts pending asset transfer of $6,557,000 from the retainad group’s allocated assets fo the partial wind-up

group’s allocated assels as a tesult of a revision of the initiat asset allocation at Juns 30, 2005 due to a data clean up

oxerclse and other membership changes,

MERCER (CANADA) LIMITED
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THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Partial Wind-Up Group

31.12.41 31.12.08
Assets
Market value of assets $312,962,0007 $300,320,000
Crown DC balances $390,000 $579,000
Termination expense provision ($13,000,000) {$12,000,000)
Wind-up assets $300,352,000 $288,899,000
Present value of acerued benefits for:
+ active members $0 $8,805,000
+ pensioners and susvivors $124,698,000 $87,230,000
* deferred pensioners $157,742,000 $120,510,000
+ pending payouts $6,230,000 $0
»  Crown DC balances $390,000 $579,000
Total wind-up fiability $289,060,000 $217,124,000
Wind-up excess (shiortfall) $11,292,000 $71,775,000

Total

31.12.11 31.12.08
Assets
Matket value of assels $809,809,000 $732,885,000
Crown DC balances $1,360,000 $1,438,000
Termination expense provision {$15,000,000) {$17,000,000)
Wind-up assels $796,169,000 $717,323,000
Present value of accrued benefits for:
»  active members $189,017,000 $127,286,000
¢ pensioners and survivors $332,879,000 $264,501,000
» deferred pensioners $200,181,000 $160,896,000
« pending payouts $6,639,000 $575,000
* Crown DC balances $1,360,000 $1,438,000
Total wind-up liability $740,076,000 $554,696,000
Wind-up excess (shortfall) $56,093,000 $162,627,000

" Reflects pending asset transfer of $6,557,000 from the retained group’s allocated assets to the partial wind-up

group's allocated assets as a result of a revision of the initial asset allocation at June 30, 2005 dus to a data ¢lean up

exercise and other membership changes.

MERCER (CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPQOSES AS AT DECEMBER 31, 2011

Wind-up Incremental Cost to December 31, 2014

The wind-up incremental cost Is an estimate of the present value of the projected change in the
hypothetical wind-up liabilities from the valuation date until the next scheduled valuation date,
adjusted for the benefit payments expeacted to be made in that period.

The hypothetical wind-up incremental cost in respect of the Retained Group determined in this
valuation is as follows:

31.12.11
Number of years covered by report 3 years
Totgl hypothetical wind-up liabliities at the valuation date $449,637,000
Gy
Pregent value of projected hypothetical wind-up liability
at the next required valuation plus beneflt payments until
the next required valuation (B)® $505,442,000
Hypothetical wind-up incremental cost (B — A) $55,805,000

The incremental cost is nof an appropriate measure of the contributions that would be required
to maintain the financial position of the Plan on a hypothetical wind-up basis unchanged from
the valuation date and the next required valualion date, if actual experience is exactly in
accordance with the going concern valuation assumptions, This is because it does not reflect
the fact that the expected return on plan assets (based on the going concern assumptions) is
greater than the discount rate used to determine the hypothetical wind-up liabilities,

Discount Rate Sensitivity
The following table summarises the effect on the hypothetical wind-up liabilities shown in this
report of using a discount rate which is 1.00% lower than that used in the valuation:

Reduce Discount

Scenarlo Valuatlon Basls Rate by 1%
Total hypothetical wind-up liability ~ Retained® $449,637,000 $5628,723,000
Total hypothetical wind-up liability — Partial Wind-Up® $282,440,000 $343,167,000

8 gxcludes panding payouts and crown DC balances

MERCER (CANADA) LIMITED 14
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5

Valuation Results — Solvency

Overview
The Act also requires the financial position of the Plan to be determined on a solvency basis,

The financial position on a solvency basis is determined In a similar manner o the Hypothetical
Wind-up Basls, except for the following:

Reflected in valuation based on the terms of
Exceptions engagement

The circumstance under which the Plan Is assumed The same circumstances were assumed for the
{o be wound-up could differ for the solvency and solvency valuation as were assumed for the

hypothetleal wind-up valuations. hypothetical wind-up.
Certain benelfits can be excluded from the solvency No benefits were excluded from the solvency
financial position, These include; liabilittes shown in this vaiuation.

{a) any escalatad adjustment {e.q. indexing),

{b) certain plant closure benefits,

{c) certain permanent layoff benefits,

() special allowances other than funded special
allowances,

{e) consent bensfits other than funded consent
benefits,

(f) prospective benefil increases,

(g) potential early retirement window benefit values,
and

{h) pension benefits and ancillary benefits payable
under a qualifying annuity contract,

The financial position on the solvency basis needs  Not applicable.
to be adjusted for any Prior Year Credit Balance.

The solvency financial position can be determined  8moothing was not used,
by smoothing assets and the solvency discounti rate

over a period of up o 5 years,

The benefit rate increases coming into effect after  Not applicable.

the valuation date can be reflected in the solvency

valuation,

Financial Position

The financial position on a solvency basis is the same as the financial position on the
Hypothetical Wind-up basis shown in the previous section. The transfer ratio is 110% for
Retained Group, 108% for Partial Wind-up Group, compared to 128% for Retained Group, 139%

for Partial Wind-up Group at the previous valuation.

MERCER (GANADA) LIMITED 15
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6

Minimum Funding Requirements

The Act prescribes the minimum contributions that the Company must make to the Plan. The
minimum contiibutions in respect of a defined benefit component of a pension plan are
comprised of going concern current service cost and special payments to fund any going
concern or solvency shortfails.

There is a funding excess and no special payments are required for solvency purposes on the
basis of the assumptions and methods described in this report. Under these circumstances the
Act does not require the employer to contribute to the Plan until after the funding excess has

been applied towards the employer’s current service cost.

Once the funding excess has been so appliad, employer contributions must resume. On the
basis of the assumptions and methods described in this repont, the rule for determining the
minimum required employer monthly contributions, as well as an estimate of the employer
contributions, from the valuation date until the next required valuation are as follows:

Employer's coniribution rule Estimated employer’s contributions
Monthly
Monthly Expliclt current Funding Minlmum
Parlod beglnning current monthly service cost oxcess monthly
service expense including applied'®  contributions
cost® allowance expense
allowance
December 31, 2011 14.6% $0 $7568,833 $758,833 $0
December 31, 2012 14.6% $0 $779,701 $779,701 $0
December 31, 2013 14.6% $0 $801,143 $801,143 $0

The estimated contribution amounts above are based on projected members’ pensionable
earnings. Therefore, actual employer’s cutrent service cost will be different from the above
estimates and, as such, the contribution requirements should be monitored closely to ensure

contributions resume in accordance with the Act,

Other Considerations

Differences between Valuation Bases
There is no provigion In the minlmum funding requirements 1o fund the difference between the

hypothetical wind-up and solvency shortfalls, if any,

9 Expressed as a percentage of members’ pansionable sarmings.

19 Notwithstandling the funding excess in the Plan, the tarms of the Plan may require the Company to make current
service cos! contributions,

MERCER {(CANADA) LIMITED 16
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

in addition, although minimum funding requirements do include a requirement to fund the going
concern current service cost, there is no requirement to fund the expected growth in the
hypothetlical wind-up or solvency liability after the valuation date, which could be greater than
the going concern current service cost.

Timing of Contributions
Funding contributions are due on monthly basis. Contributions for current service cost must be

made within 30 days following the month to which they apply. Special payment contributions
must be made in the month to which they apply.

Retroactive Contributions

The Company must contribute the excess, if any, of the minimum contribution recommended in
this report over contributions actually made in respect of the period following the valuation date.
This contribuilon, along with an allowance for interest, is due no later than 60 days following the

date this report is filed.

Payment of Benefits

The Actimposes certain restrictions on the payment of lump sums from the Plan when the
transfer ratio revealed in an actuarial valuation is less than one. If the transfer ratio shown in this
report is less than one, the plan administrator should ensure that the monthly special payments
are sufficient to meet the requirements of the Act to allow for the full payment of benefits, and
otherwise should take the prescribed actions,

Adgditional restrictions are imposed when:

* The transfer ratio revealed in the most recenily filed actuarial valuation is less than one and
the administrator knows or ‘ought to know’ that the transfer ratio of the Plan has declined by
10% or more since the date the last valuation was filed.

+ The transfet ratio revealed in the most recently filed actuarial valuation is greater than or
equal to one and the administrator knows or ‘ought to know' that the transfer ratio of the Plan
has decilned {0 less than 0.9 since the date the last valuation was filed.

As such, the administrator should monitor the transfer ratio of the Plan and, if necessary, take
the prescribed actions.

MERCER (CANADA) LIMITED 17
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7

Maximum Eligible Contributions

The Income Tax Act (ihe "ITA”) limits the amount of employer contributions that can be remitted
to the defined benefit component of a registered pension plan. However, notwithstanding the
limit imposed by the ITA, for plans which are not ‘Designated’ as defined in the ITA, in general,
the minimum required contributions under the Act can be remitted.

In accordance with Section 147.2 of the ITA and Income Tax Regulation 8516, for a plan which
is underfunded on either a going concem or on a hypothetical wind-up basis the maximum
permitted contributions are equal o the employer’s current service cost, Including the explicit
expense allowance if applicable, plus the greater of the goling concern funding shortfall and
hypothetical wind-up shortfall.

For a plan which is fully funded on both going concern and hypothetical wind-up bases, the
smployer can remit a contribution equal to the employet’s current service cost, including the
explicit expense allowancs if applicable, as long as the surplus in the plan does not excesd a
prescribed threshold. Specifically, in accordance with Section 147.2 of the ITA, for a plan which
is fully funded on both going concern and hypothstical wind-up bases, the plan may not retain its
registered status if the employer makes a contribution while the going concern funding excess
exceeds 25% of the going concern funding target,

Schedule of Maximum Contributions

Since the surplus oxceeds 25% of the going concarn funding target, no contributions ars
permitted until the funding excess has been reduced to less than $90,280,000 (l.e. 25% of the
Retained group’s going concern funding target of $361,121,000'), otherwise the Plan's
registered status may be revoked.

" Excluding the liability in respect of Crown DC balances

MERCER (CANADA) LIMITED 18
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

- Actuarial Opinion

In our opinion, for the purposes of the valuations,

* the membaership data on which the valuation Is based are sufficient and reliable
» the assumptions are appropriate

» the methods employed in the valuation are appropriate

This report has been prepared, and our opinions given, in accordance with accepted actuarial
practice in Canada. it has also been prepared in accordance with the funding and solvency

standards set by the Ontario Pension Benefits Act.

Benedict O, Ukonga KimiLee
Faliow of the Sociely of Actuaries Fellow of the Society of Actuaries
Fellow of the Canadian Institule of Aciuaries Fellow of the Canadian Institule of Actuaries
Qctober 26, 2012 October 25, 2012
Date Date
MERCER (CANADA) LIMITED 10
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APPENDIX A

Prescribed Disclosure

Definitions
The Act defines a number of terms as follows:

Defined Term  Description Retained Partial Windup
Group Group
Transfer Ratio  The ratio of: 1.10 1.08

{a) solvency assets minus the lesser of the Prior Year
Credit Balance and the minimum required employer
contributions until the next required valuation; to

(b) the sum of the solvency liabilities and llabilities for
benefits, other than benefits payable under qualifying
annuity contracts that were excluded In caleulating the
solvency llabliitles,

Prior Year Accumulated excess of contributions made to the pension $0 $0
Credit pian in excess of the minimum required contributions (note:
Balance only applies if the Company chooses !o freat the excess

contributions as a Prior Year Credit Balance).
Solvency Market vaiue of assets including acorusd or receivable $495,817,000  $300,352,000
Assels income and excluding the value of any qualifying annuity

contracts.
Solvency The sum of:
Asset (a) the difference between smoothed value of assets and $0 $0
Adjustment the market value of assets

{b} the present value of any going concern special $0 $0

payments (including those identified in this report)
within 5 years following the valuation date

(¢} the present value of any previously scheduled solvency $0 $0
special payments (excluding those Identified in this
raport)
$0 $0
MERCER (CANADA) LIMITED 20
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THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Defined Term  Dascription

Retained
Group

Partial Windup

Group

$451,016,000  $289,060,000

Solvency Liabilities determined as if the plan had been wound up on
Liabilities the vaiuation date, including labilities for plant closure
benefits or permanent layoff benefits that wouid be
immediately payable if the employer's business were
discontinued on the valuation date of the report, but, if
elected by the plan sponsor, excluding liabilities for,
{a) any escalated adjustment,
(b) excluded plant closure benefits,
{c) excludad permanent layoff benefils,
{c) special allowances other than funded special
allowances,
(e) consent benefits other than funded consent benefits,
{f)} prospeclive benefit increases,
{g) potentiai early retirement window benefit values, and
{h) penslon benefils and ancillary benefits payable under
a qualifying annuity contract,
Solvency The amount by which solvency Habilities are adjusted as a $0 $0
Liability result of using a solvency valuation interest rate that Is the
Adjustment average of market inlerest rates calculailed over the period
of time used in the determination of the smoothed value of
assels.
Solvenoy The amount, if any, by which the sum of:
Deficiency (a) the solvency labilities $451,016,000  $289,060,000
{b) the solvenay liabilily adjustment 30 $0
{c) the prior year cradit balance $0 $0
$451,016,000  $289,060,000
Exceeds the sum of :
{d) the solvency assets $495,817,000  $300,352,000
(e} the solvency asset adjusiment $0 $0
$495,817,000  $300,352,000
$0 $0

Timing of Next Required Valuation

In accordance with the Actthe next valuation of the Plan would be required at an effective date

within one year of the current valuation date if:

*  The ratfo of solvency assets to solvency labilities is fess than 80%,

* The ratio of solvency assets to solvency liabilities is less than 85% and solvency liabilities

exceed solvency assets by $5 million or more,

* The employer slecled to exclude plant closure or permanent lay-off benefits under Section

5(18) of the regulations, and has not rescinded that election.

Otherwise, the next valuation of the Plan would be required at an effective date no later than

three years aiter the current valuation date,

MERCER (CANADA} LIMITED
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REFORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2014

Accordingly, the next valuation of the Plan will be required as of December 31, 2014.

Special Payments
As the Plan does not have a going concern deficit or a solvency deficit, no special payments are

required,

Pension Benefit Guarantee Fund (PBGF) Assessment

For purposes of the Pension Benefits Guarantee Fund, the 2011 assessment payable pursuant
to Paragraph 37(4) of the Regulations under the Ontario Pension Benefits Act is to be
determined as $5 per Ontarlo member. The Pension Benefits Guarantee Fund Assessment

Base for the plan is $0.

MERGCER (CANADA) LIMITED 22
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

PURPOSES AS AT DECEMBER 31, 2011

APPENDIX B

Flan Assets

The pension fund is held in trust by The Canada Life Assurance Company. In preparing this
report, we have relied upon fund statements prepared by The Canada Life Assurance Company.

We have also relied on information provided by The Canada Life Assurance Company regarding
the defined contribution account balances for those members of the Plan who accrued defined
contribution benefits during 1899 as well as the split of pension plan cash flows (e.g. employee
contributions, monthly benefit payments, lump sum benefit payments, and expenses), from
January 1, 2008 to December 31, 2011 between the partial wind-up and retained groups.

Reconciliation of Market Value of Plan Assets

The pension fund transactions since the last valuation for the total Plan assels are summarized

in the following table:

DB Only (Market Value) 2009 2010 2011
January 1 $732,885,000 $791,754,000 $834,160,000
PLUS
Members’ contributions $1,528,000 $1,508,000 $1,460,000
Company's coniributions $0 $0 $0
Investment income & Net capital $82,390,000 $66,684,000 $28,472,000
gains (losses)

$83,918,000 $68,187,000 $29,932,000
LESS
Pensions paid $19,160,000 $19,200,000 $45,572,000
Terminations $2,566,000 $2,605,000 $3,392,000
Administrative and invesiment $3,323,000 $3,976,000 $5,319,000
management expenses

$25,049,000 $25,781,000 $54,283,000
December 31 $791,754,000 $834,160,000 $808,809,000
Gross rate of return'? 11.4% 8.6% 3.5%
Rate of return net of expenses™ 10.9% 8.0% 2.9%

For the purposes of the June 30, 2005 partial wind-up repott, the allocation of Plan assets
between the members affected by the partial wind-up and those not affected by the partial wind-
up was done based on the “standard msthod” under Policy W100-102. This Initial asset
allocation, as outlined in our June 30, 2005 partial wind-up report, was $273,124,000 (including
$588,000 of defined contribution account balances) to the partial wind-up group and
$479,866,000 (including $1,033,000 of defined contribution account balances) to the retained
group. As at January 1, 2009 these amounts had grown to $300,899,000 (including $579,000 in

2 Assuming mid-period cash flows
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

defined contribution account balances) for the partial wind-up group and $433,424,000
(including $859,000 of defined contribution account balances) for the retained group.

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

The reconciliation of the defined benefit assets for the retained and paitial wind-up groups from

January 1, 2009 to December 31, 2011 are as follows:

Recongillatlon of Plan Assets 2009 — DB only (Market Value)

Retained Partial Wind-Up Total

January 1 $432,565,000 $300,320,000  $732,885,000
PLUS
Members' contributions $1,519,000 $9,000 $1,528,000
Company's contributions 30 $0 $0
Investment income & Net capital gains $61,596,000 $20,794,000 $82,390,000
{losses)

$63,115,000 $20,803,000 $83,918,000
LESS
Pensions paid $14,526,000 $4,634,000 $19,160,000
Terminations $2,566,000 $0 $2,566,000
Expenses $2,089,000 $1,234,000 $3,323,000

$19,181,000 $5,868,000 $25,049,000
December 31 $476,499,000 $315,255,000  $791,754,000
Gross rate of return™ 14.5% 7.0% 11.4%
Rate of return net of expenses' 14.0% 6.6% 10.9%
' Assuming mid-perlod cash flows
MERGER (CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING ~ THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

PURPOSES AS AT DECEMBER 31, 2011

Reconcilliation of Plan Assets 2010 — DB only {Market Value)

Retalned Partial Wind-Up Total

January 1 $476,499,000 $315,255,000  $791,754,000
PLUS
Members' contributions $1,502,000 $1,000 $1,503,000
Company’s contributions $0 $0 $0
Investment incoma & Net capital gains $48,574,000 $18,110,000 $66,684,000
{losses)

$50,076,000 $18,111,000 $68,187,000
LESS
Penslons paid $14,214,000 $4,986,000 $19,200,000
Terminations $2,605,000 $0 $2,605,000
Expenses $2,391,000 $1,586,000 $3,976,000

$19,210,000 $6,571,000 $25,781,000
December 31 $507,365,000 $326,795,000  $834,160,000
Gross rate of retun™ 10.4% 5.8% 8.6%
Rate of return net of expenses™ 9.9% 5.3% 8.0%

Reconcilialion of Plan Assets 2011 — DB only (Market Value)

Retained Partial Wind-Up Total

January 1 $507,365,000 $326,795,000  $834,160,000
PLUS
Mermbars’ contributions $1,460,000 $0 $1,460,000
Company's contributions $0 $0 $0
Investment income & Net capital gains $14,916,000 $13,556,000 $28,472,000
{losses) _

$16,376,000 $13,856,000 $29,932,000
LESS
Pensions paid $14,541,000 $6,417,000  $19,958,000
Terminations $3,392,000 $25,614,000 $29,008,000
Administrative and Investment $2,404,000 $2,915,000 $5,319,000
management expenses

$20,337,000 $33,946,000 $54,283,000
December 31 $503,404,000 $308,405,000  $809,808,000
Gross rate of return'® 8.00% 4.4% 3.5%
Rate of return net of expenses’® 2.5% 3.4% 2.9%

" Assuming mid-period cash flows

15 Assuming mid-period cash flows
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AEPORY ON THE ACTUARIAL VALUATION FOR FUNDING ~ THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPQOSES AS AT DECEMBER 31, 2014

As noted in the June 30, 2005 partial wind-up report, the final allocation of Plan assets between
the retained and partial wind-up groups could change due to a number of factors including (but

not limited to) refinements in membership data.

As a result of the data cleanup exercise undertaken by Canada Life in 2010, the data changes
that arose during the preparation of the benefit statements for the partial wind-up group In 2011,
and miscellaneous other data changes and updates since June 2005, the initial allocation of the
Plar’s assets between the partial wind-up group and the retained portion of the Plan at June 30,
2005 has changed. This change resulted in the assets of the Plan that would have been
allocated to the partial wind-up group being higher by approximately $4,992,000 as at June 30,
2005. This amount, adjusted with the gross rate of return on the total fund between July 2005
and March 2008, and with the gross rate of return on the non-segmented assets between Aptil
2008 and December 2011 would have grown to approximately $6,557,000.

In addition to the assets shown above, there is $970,000 in defined contribution account
balances for the retained group and $390,000 in defined contiibution account balances for the

pariial wind-up group as at December 31, 2011,

Therefore, the market value of assets at December 31, 2011 is $497,817,000 for the retained
group and $313,352,000 for the partial wind-up group.

We have tested the pensions paid, the lump-sums paid and the contributions for consistency
with the membership data for the Plan members who have recelved banefits or made
contributions, The results of these tests were satisfactory.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Investment Policy

The plan administrator adopted a statement of Investment policy and procedures. This policy is
intended to provide guidelines for the manager(s) as to the level of risk which is commensurate
with the Plan’s investment objectives. A significant component of this investment policy is the

asset mix.

The constraints on the asset mix and the actual asset mix at the valuation date are provided for
information purposes:
Retained Group

Investment Policy Actual Asset Mix as
at December 31,
Minimum Target Maximum 2011
Fixed Income
*  Cash and Shorl Term 0% 3% 10% 3%
Bonds
+  Canadian Bonds 20% 30% 40% 31%
»  Real Return Bonds 0% 10% 20% 10%
+  Total 35% 43% 50% 44%
Equity
*  Canadian Equities 15% 27% 35% 26%
+ Foreign Equities 15% 30% 35% 30%
+  Total 50% 57% 65% 56%
100% 100%
Partial Wind-Up Group
Investiment Pollcy Actual Asset Mix as
at December 31,
Target 2011
Fixed Income
»  Cash and Short Term 60% 59%
Bonds
*  Canadian Bonds (incl.
Real R:iurn Bond(s) 28% 29%
¢+ Total 88% 88%
Equity
¢ Canadian Equities 12% 12%
»  Foreign Equities 0% 0%
»  Total 12% 12%
100% 100%
MERCER {CANADA) LIMITED o7
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REFORT ON THE ACTUARIAL VALUATION FOR FUNDING ~ THE CANADA LIFE GANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

APPENDIX C

Methods and Assumptions ~ Going Concern

Valuation of Assets

For this valuation, we have continued to use the market value of Plan assets, For the partial
wind-up group, o ensure consistency between the going-concern and solvency bases, the
$18,000,000 provision for remaining wind-up expenses was deducted from the partial wind-up

group’s going concern assets.

Going Concern Funding Target
Over time, the real cost 1o the employer of a pension plan is the excess of benefits and
expenses over member contributions and investment earnings. The actuarial cost method

allocates this cost to annual time petiods.

For purposes of the going-concern valuation, for the retained group, we have continued to use
the projected unit credit actuarial cost method. Under this method, for Staff members and Field
Management members’ benefits that are based on final average earings, we determine the
actuarial present value of benefit cash flows expected to be paid in respect of service acorued
prior to the valuation date, based on projected final average eamings. For the portion of Fleld
Management members’ pension benefits that are based on accumulated contributions and/or
account balances, we determine the present value of benefits that the member would receive
based on current account balances and commissions projected with interest or inflation, as the
case may be, {o the date of member’s termination, death, or retirement, This is referred to as the

funding target.

The funding excess or funding shortfall, as the case may be, is the difference between the
market or smoothed value of assets and the funding target. A funding excess on a market value
basis indicates that the current market value of assets and expected investment earnings are
expected to be sufficient to meet the cash flows in respect of benefils accrued 1o the valuation
date as well as expected expenses — assuming the plan is maintained indefinitely. A funding
shorifall on a market value basis indicates the opposite — that the current market value of the
assels is not expected to meset the plan’s cash flow requirements in respect of accrued benefits
and absent additional contributions.

As required under the Act, a funding shortfall must be amortized over no more than 15 years
through speclal paymenis. A funding excess may, from an actuarial standpoint, be applied
immediately to reduce required employer current service contributions unless precluded by the

terms of the plan or by legislation.

The actuarial cost method used for the purposes of this valuation produces a reasonable
matching of contributions with accruing benefits. Because benefits are recognized as they
accrue, the actuarial cost method provides an effective funding target for a plan that is
maintained indefinitely.

The going-concern funding target for all partial wind-up members is set equal to their wind-up
llabilities,
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Current Service Cost
The current service cost is the present value of projected benefits to be paid under the plan with

respect to service expected to accrue during the period until the next valuation,

Current service cost has been calculated for the retained group. As all partial wind-up members
terminated prior to the valuation date, there are no current service costs for these members.

The employer’s current service cost is the total current service cost reduced by the members’
required contributions.

The employer’s current service cost has been expressed as a percentage of membpers’
pensionable earnings to provide an automatic adjustment in the event of fluctuations in

membership and/or pensionable earnings,

Under the projected unit credit actuarial cost method, the current service cost for an individual
member will increase each year as the member approaches retirement, However, the current
setvice cost of the entire group, expressed as a percentage of members’ pensionable earnings,
can be expected to remain stable as long as the average age of the group remains constant.

Actuarial Assumptions — Going Concern Basis

The present value of future benefit payment cash flows is based on economic and demographic
assumptions. At each valuation we determine whether, in our opinion, the actuarial assumptions
are stilt appropriate for the purposes of the valuation, and we revise them, if necessatry.
Emerging experience will result in gains or losses that will be revealed and considered in future

actuarial valuations.
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REPORT ON THE AGTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

THE GANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

The table below shows the various assumptions used in the current valuation in comparison with

thosa used in the previous valuation.

Previous valuation

Assumption Current valuation

Discount rate: 5.35% 5.80%
inflation: 2.00% 1.30%
Productivity improvement: 0.75% 1.00%
ITA limit / YMPE Increases; 2.75% 2.30%

Pensionable earnings increases:

Revised Merit and Promotional
Increases Table with 2.75%
general wage inflation,

Merit and Promotional
Increases Table with 2,.30%
general wage Inflation.

Post retirement pension increases:

2.00%

1.30%

interest on employse contributions:

5.35%

5.80%

Retirement rates:

Revised age related lable

Age related table

Termination rates:

Revised age related table

Age related table

Mortality rates:

85% of the rates of the 1894
Uninsured Pensioner Mortalily
Table

100% of the rates of the 1994
Uninsured Pensioner Mortality
Table

Morislity improvements:

Fully generational using Scale
AA

Fully generational using Scale
AA

Eligible spouse at retirement;

80% (100% for Field)

80% (100% for Fleld)

Spousal age differsnce:

Male 3 years older

Male 3 years older

Terminating employses’ settlement

election {lump sum transfer or deferred

pension)

Same as with
solvency/hypothetical wind-up
valuation

All terminating employees
assumed o elect a deferred
pension

Discount rate for lump sum settlements

{on termination of employment)

2.6% for the first 10 years after
date of exit, and 4.1%
thereafter

N/A

Inflation for lump sum setllements (on

termination of employment)

1.31% for the first 10 years
after date of exit, and 2.44%
thereafter

N/A

Mortality for lump sum seitlements {on

tarmination of employment})

UP 84 Generational

N/A

The assumptions are best-estimate with the exception that the discount rate includes a margin
for adverse deviations, as shown below.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING ~ THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES A8 AT DECEMBER 31, 2011

Age Related Tables
Sample rates from the age related tables are summarized in the following table:
Age Termination Retirement Metlt / Promation

New Table Previous Tahle  New Table  Previous Table  New Table  Previous Table
20 20.0% 15.0% 0.0% 0.0% 6.3% 8.0%
25 16.0% 15.0% 0.0% 0.0% 4.5% 6.2%
30 11.0% 10.0% 0.0% 0.0% 3.0% 4.2%
35 9.0% 8.5% 0.0% 0.0% 1.9% 3.0%
40 7.0% 5.0% 0.0% 0.0% 1.1% 2.0%
45 5.0% 4.0% 0.0% 0.0% 0.6% 1.3%
50 3.6% 4.0% 0.0% 0.0% 0.6% 1.0%
55 0.0% 0.0% 8.5% 15.0% 0.0% 0.5%
56 0.0% 0.0% 52% 7.5% 0.0% 0.0%
57 0.0% 0.0% 4.6% 7.6% 0.0% 0.0%
58 0.0% 0.0% 5.0% 7.5% 0.0% 0.0%
§9 0.0% 0.0% 6.2% 7.5% 0.0% 0.0%
60 0.0% 0.0% 14.4% 25.0% 0.0% 0.0%
61 0.0% 0.0% 15.0% 25.0% 0.0% 0.0%
62 0.0% 0.0% 14.8% 25.0% 0.0% 0.0%
63 0.0% 0.0% 15.0% 25.0% 0.0% 0.0%
64 0.0% 0.0% 25.5% 25.0% 0.0% 0.0%
65 0.0% 0.0% 100.0% 100.0% 0.0% 0.0%

Pensionable Earnings

The benefits ultimately paid will depend on each member’s final average earnings. To calculate
the pension bensfits payable upon retirement, death or termination of employment, we have
taken historical earnings Including those in 2011, and 2012 salary rates, and assumed that such
pensionable earnings will increase at the assumed rate.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE GANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Rationale for Assumptions
A rationale for each of the assumptions used in the current valuation is provided below.

Discount Rate

We have discounted the expected benefit payment cash flows using the expected investmant return on

the market value of the fund, Other bases for discounting the expacted benefit payment cash flows may

be appropriate, particularly for purposes other than thoss specifically identified in this valuation report.

The discount rate is comprised of the following:

+ Estlimated returns for sach major asset ¢lass consistont with market conditions on the valuation date
and the target asset mix specified in the Plan’s investment policy

*  Additional returns assumed to be achievable due to active equity management equal to the fees

related lo active equity management, Such fees were determined by the difference between the
provision for total investiment expenses and the hypothetical fees that would be incurred for passive

management of all assels,

+  Implicit provision for passive investment expenses determined as an average rate of passive
investment expenses.

+  Implich provision for non-investment expenses determined as an average rate of non-investment
expenses paid from the fund over the last 4 years,

* A margin for adverse deviation of 0.15% {as selected by the Company).

The discount was developed as follows:

Assumed investment return 5.90%

Passive investment management expense provision {0.10%)

implicit non-investment expense provision {0.30%)

Margin for adverse deviation {0.156%)

Net discount rate 5.36%
Inflation

The inflation assumption is based on market expectations of long-term inflation implied by the yields on
nominal and real return bonds at the valuation date.

Income Tax Act Pension Limit and Year's Maximum Pensionable Earnings
The assumption s based on historical real aconomic growth and the underlying inflation assumption,

Penslonable Earnings

The merit and promotion {able was based on an expserience study conducted in 2012 considering
increases over the years 2006 to 2011. Based on the resulls of the experience study, and after
discussions with the Company, the rates of merit and promotion Increases were revised for this
valuation. These revised rates represent our and the Company's current best estimate of future
increases following the valuation date,
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING ~ THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Retlrement rates

The retirement table was based on an experience study conducted in 2008 (and updated in 2009, 2010,
2011 and 2012) consideting retirements over the period 2007 to 2011, Based on the resulls of this
analysls, and after discussions with tha Company, the retirement rates were revised for this valuation 1o
reflect the changing pattern In retirement behaviour observed in the experience study. These revised
rates represent our and the Company's current best estimate of fulure retirement experience under the

Plan.

Termination rates

The termination table is based on an experience study that was conducted in 2008 (and updated in
2009, 2010, 2011 and 2012) considering terminations from the Plan and two registered pension plans
sponsored by affilliated companies ovet the years 2007 to 2011, After discussions with the Company,
these rates represent our (and the Company's) current best estimate of fulure termination experience

under the Remaining Plan,

Basis used to determine termination benefits assumead to bo settlod through fump sum transfers
On the termination of employment, employees have a choice between electing a deferred
pension, or electing a lump sum transfer in lieu of a deferred pension. We have used the same
settloment election assumption thatl was used for the solvency/hypothetical wind-up valuation. In
addition, we have used the same economic and demographic assumptions as was used in the
solvency/hypothetical wind-up valuations to value the benefits assumed to be settled through
lump sum transfers. '

Mortallty Hates

The assumption Is based on an analysis of actual experience of this Plan and two registered pension
plans sponsored by alfiliated companies over the years 2007 to 2011,

Based on the assumption used, the life expactancy of a member age 65 at the valuation date is 20.9
years for males and 23.4 years for females.

Indexatlon of Pensions in Paymeant

For members hired before January 1, 2001, pensions in payment are increased each year
according to a formula related to increases in the Consumer Price Index (CPl) and the average
fund rale of return. For membaers hired after January 1, 2001, pensions In payment are Increased
on an ad hoe basis at the discretion of the Company, Note that some Fleld Management Members
hired before January 1, 2001 elected 10 receive somae or all of their pension in a non-indexed form

when they retired.

For this valuation, we have assumed that pensioner increases will only be affected by increases in
CPI, and will not be affected by the fund rate of return. Consequently, pensions payable to those
members hired before January 1, 2001 are assumed to increase annually at the rate of CP.
Pensions payable to members hired after January 1, 2001 are assumed not 1o be indexed.

Disabilily Rates
Use of a different assumption would not have a materlal impact on the valuation,
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
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Eligible Spouse

For this valuation, we continued to assume that 80% of Stalf Members and 100% of Field Management
Members will have an eligible spouse on the earlier of death or retirernent, and that the male partner will
be three years older than the female partner,

Spousal Age Difference
The assumption is based on an industty standard showing males are typically 3 years older than their
spouse,

MERGER (CANADA) LIMITED 34

ts and settings\danial-kallanVocal seltingsitamy y intemet filuslolkebiet rpp - dee 31 201 1.40¢



397

REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
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APPENDIX D

Methods and Assumptions — Hypothetical Wind-up and

Solvency
Hypothetical Wind-up Basis

The Canadian Institute of Actuaries requires actuaries to report the financlal position of a
pension plan on the assumption that the plan is wound-up on the effective date of the valuation,
with benefits determined on the assumption that the pension plan has neither a surplus nor a
deficit. For the purposes of the hypothetical wind-up valuation, the plan wind-up is assumed to
ocour in circumstances that maximize the actuarial liability.

To determine the actuarial Habllity on the hypothetical wind-up basis, we have valued those
benefits that would have been paid had the Plan besn wound up on the valuation date, including
benefits that would be immediately payable if the employer’s business were discontinued on the
valuation date, with all members fully vested in their accrued.

No benefits payable on plan wind-up were excluded from our calculations.

We have considered that members under the earliest retirement age specified in the Plan would
be entitled to a deferred pension payable from their normal retirement date or such earlier age
for which plan eligibility requirements have been satisfied at December 31, 2011, Members over
the eatliest retirement age specified in the Plan are considered to be entitled to an immediate
pension, reduced In accordance with the plan rules. We have also considered that Ontario and
Nova Scotia members whose age plus years of service equal at least 55 at December 31, 2011
would be entitled to a deferred pension payable from the age that would produce the greatest
value if employment were to have continued for the purpose of determining eligibility for early
retirement benefits. For each individual plan member, accumulated contributions with interest
plus 50% of the present value of the pension accumulated are established as a minimum

actuarial liabliity,

Upon plan wind-up members are glven options for the method of settling their benefit
entitlements. The options vary by eligibility and by province of employment, but in general,
involve either a lump sum transfer or an immedlate or deferred pension,

Partial wind-up members’ benefits are being settled In accordance with members’ actual or
deemed slections pursuant to section 73(2) of the PBA or such similar rules in other provinces.

The value of benefits assumed to be setiled through a Jump sum transfer is based on the
assumptions described in Section 3500 — Pension Commuied Values of the Canadian Institute
of Actuaries’ Standards of Practice applicable for December 31, 2011.

For greater certainty in calculating estimated lump sum amounts:
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

»  For partlal wind-up members who terminated employment prior to February 1, 2005, the
calculations were done based on the recommendations of the Canadian Institute of
Actuaries applicable on the member's dats of termination of employment.

* For partial wind-up members who terminated employment after February 1, 2005 but prior to
April 1, 2009, the calculations were donea based on the Canadian Institute of Actuaries’
Standard of Practice effective February 1, 2005, for Determining Pension Commuted Values

applicable on their dates of termination.

+ For partial wind-up members who terminated employment after April 1, 2009 but before
February 1, 2011, the calculations were done based on the Canadian Institute of Actuaries’
Standard of Practice effective April 1, 2009, for Determining Pension Commuted Values

applicable on their dates of termination.

» For active, disabled and deferred vested members not included in the partial wind-up, the
calculations were done based on the Canadian Institute of Actuaries’ Standard of Practice
for Determining Pension Commuted Values effective February 1, 2011 applicable for

December 31, 2011.

Benefits provided as an immediate or deferred pension are assumed to be settled through the
purchase of annuities based on an estimate of the cost of settiement of these benetits through

the purchase of annuities.

However, there is limited data available to provide credible guidance on the cost of a purchase
of indexed annuities in Canada. In accordance with the Canadian Institute of Actuaries’
Educational Note: Assumptions for Hypothetical Wind-up and Solvency Valualions with Effective
Dates Between December 31, 2011 and December 30, 2012, we have assumead that an
appropriate proxy for estimating the cost of such purchase Is using the yield on the long-term
Government of Canada Real Return bonds.

As noted, we have used the annuity proxy determined in accordance with the CIA Educational
Note: Assumptions for Hypothetical Wind-up and Solvency Valuations with Effective Dates
Between December 31, 2011 and December 30, 2012 to estimata the cost of purchasing
annulties. This hasis does not reflect the actual mortality experience of the Plan members which
has been significanily lower than standard mortality rates. If an insurance company were to
assume these obligations and take the past mortality experience of the Plan, industry or
employment type into account, it is quite likely that they would demand a higher price.

We have not included a margin for adverse deviation in the solvency and hypothetical wind-up
valuations.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

The assumptions are as follows:

Form of Benefit Seittement Elooted by Member
Lump sum Retained Members:
For aclive, disabled and deferred vested members in the retained group:
*  70% of under age 50,
*  50% of from age 60 to 55, and
*  30% of over age 55
slgct 1o recelve thelr benefit entitlament in a jump sum
Parttal wind-up Members:
Actual member eleclions for those whose elections were received

Annuity purchase Retalned Members:

All remaining retained members are assumad to elect to recelve their
benefit entitlement in the form of a deferred or immediate pension, These
benefils are assumed to be settled through the purchase of deferred or

immediate pension
Partial wind-up members:

Actual member alections for those whose elections were received.
Members whose elections were not received were deemed to have slected

an annuity purchase

Basis for Benefits Assumad 1o be Settled through a Lump Sum
Mortality rates: Retalned members: UP94 generational mortality table

Parlial wind-up members: in accordance with CIA recommendations at
members' dates of termination i.e. GAMS83 (50% male) for terminations
oceurring before February 1, 2005, UP84 Projected to 2015 using Scale AA
{50% male) for terminations occurrng after January 31, 2005 and befora
April 1, 2008, and UP84 Projected to 2020 using Scale AA (50% male) for
terminations after April 1, 2008 and before February 1, 2011

Nominal Interest rate: Relained members: 2.60% per year for the first 10 years following
December 31, 2011, 4.10% per year thereafter

Partial wind-up members: in accordance with CIA
recommendations/Standards of Practice at member's dale of termination

Inflation rate: Retained members: 1.31% per vear for the first 10 years following
December 31, 2011, 2.44% per year thereafter

Partial wind-up membsers; In accordance with GiA

recommendations/Standards of Practice at member's daie of termination

Post retiremant indexing:  In determining the amount of post retirement indexing included In the
calculation of commuted values we have reflected the indexing formula
specified in the plan which limits the amount of post relirement increases to
the lesser of inflation and the average fund rate of returm less 4%.

Basis for Benefits Assumed 1o be Setiled through the Purchase of an Annulty
Mortality rates: UP84 generational mortality table
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPQSES AS AT DECEMBER 31, 2011

Norninal Interest rate: Immediate Retirement;
Indexed: 2.46%
Non-indexed: 3.31%

Delerred Retirement:
Indexed: 3.31% per year duting the deferral period and 2.46% after

commencement
Non-indexad: 3.31%
Inflation rate: 2.00% per year
Retirement Age
Maximum value: Members are assumed to retire at the age which maximizes the value of

their entitlement from the Plan based on the eligibility requirements which
have been met at the valuation date

Grow-in; The benefit entitlement and assumed retirement age of Ontario and Nova
Scotia members whose age plus service equals at least 55 at the valuation
date, reflect their entitlament to grow into earty retiremant subsidies

Qther Assumptions

Final average earnings: Based on actual pensionable earnings over the averaging period

Family composition: 80% of currently single and 100% of currently married Members will have a
spouse on the earlier of death or retirement. Where avallable, we have used
ths actual difference between the age of the member and the spouse.
Otherwlse, we have assumad that the male partner will be three years older

than the female partner.
Termination expenses: Retained Members: $2,000,000
Partial wind-up Members: $13,000,000 {remaining)

To determine the hypothetical wind-up position of the retained portion of the plan, a provision
has been made for estimated termination expenses payable from the Plan’s assets in raspect of
actuarial, administration and legal expenses that may reasonably be expected to be incurred in
terminating the Plan and to be charged to the Plan.

Because the settlement of all benefits on wind-up Is assumed to occur on the valuation date and
is assumed to be uncontested, the provision for termination expenses does not include
custodial, investment management, auditing, consulting and legat expenses that would be
Incurred between the wind-up date and the settlement date or due to the terms of a wind-up
being contested. Expenses associated with the distribution of any surpius assets that might
arise on an actual wind-up are also not included in the estimated termination expense

provisions,

The provision for termination expense for the partially-wound up portion of the plan was based
on an estimate of the administrative, communications, actuarial, legal and other fees related o
the partial wind-up that was provided to us by the Company.

In determining the provision for termination expenses payable from the Plan’s assets, we have
assumed that the plan sponsor would be solvent on the wind-up date. We have also assumed,

without analysis, that the Plan’s terms as well as applicable legislation and court decisions
would permit the relevant expenses to be paid from the Plan.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Actual fess incurred on an actual plan wind-up may differ matetlally from the estimates
disclosed In this report,

Incremental Cost
In order to determine the incremental cost, we estimate the hypothetical wind-up liabilities at the

next valuation date. We have assumed that the cost of settling benefits by way of a lump sum or
purchasing annuitles remains consistent with the assumptions described above. Since the
projected hypothetical wind-up liabilities will depend on the membership in the Plan at the next
valuation date, we must maks assumptions about how the Plan membership will evolve over the

period until the next valuation.

We have assumed that the Plan membership will svolve in a manner consistent with the going
concern assurnptions as follows:

* Members terminate, retire and die consistent with the termination, retirement and mortality

rates used for the going concern valuation.
* Pensionable earnings, the Income Tax Act pension limit and the Yeat's Maximum
Pensionable Earnings increase in accordance with the related going concern assumptions.
»  Active members accrue pansionable service in accordance with the terms of the Plan.
+ Cost of living adjustments are consistent with the inflation assumption used for the going

concern valuation,

Solvency Basis .
In determining the financial position of the Plan on the salvency basis, we have used the same

assumptions and methodology as were used for determining the financial position of the Plan on
the hypothetical wind-up basis,

The solvency position is determined in accordance with the requirements of the Act.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

APPENDIX E

Membership Data

Analysis of Membership Data
The actuarial valuation is based on membership data as at December 31, 2011, provided by

The Canada Life Assurance Company.

We have applied tests for internal consistency, as well as for consistency with the data used for
the previous valuation. These tests were applied to membership reconciliation, basic information
(date of birth, date of hire, date of membership, gender, etc.), pensionable earnings, credited
service, contributions accumulated with interest and pensions to retirees and other members
entitled to a deferred pension. Contributions, lump sum payments and pensions to retirees were
compared with corresponding amounts reported in financlal statements. The resuits of these

tests were satisfactory.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING
PURPOSES AS AT DECEMBER 31, 2041

Plan membership data are summarized below. For comparison, we have also summarizad

corresponding data from the previous valuation,

Retained Members

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

12.31.11 12,31.08
Actlve Members
Number 1,063 1,223
Total pensionable eamings for the following year’® $71,087,227 $73,251,446
;\;;;gge pensionable earnings for the following $67,509 $59,895
Average years of pensionable service 13.1 10.1
Average age 47.8 44.8
Accumulated contributions with interest $30,460,887 $25,248,195
Deferred Penslongrs
Number 518 730
Total annual pension $2,977,345 $3,739,382
Average annual pension $6,748 $5,122
Average age 48.4 48.0
Pensloners and Survivors
Number 803 830
Total annual lifetime pension $15,048,157 $14,458,671
Average annual lifelime pension $18,740 $17.420
Average age 76.6 75.4
' For the December 81, 2008 valuation, sarnings shown Is earnings for the prior year
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

Partial Wind-Up Members
12.31.11 12.31.08

Actlve Members
Number 0 20
Total pensionable earnings $0 $1,682,463
Average years of pensionable service 0 19.2
Average age 0 54.4
Accumulated contributions with interest $0 $1,949,063
Deferred Pensioners
Number 1,168 1,899
Total annual pension $8,710,497 $12,605,175
Average annusl pension $7,522 $6,638
Average age 46.2 43.4
Pensloners and Survivors
Number 256 227
Total annual lifetime pension $5,326,316 $4,458,475
Average annual lifetime pension $20,806 $19,641

63.5 82.0

Average age
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIPE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 21, 2011

The membership movement for all categories of membership since the previous actuarial
valuation is as follows;

Pensioners
Deferred and Partial
Actives Vested Beneflciaries Wind-Up Total

Total al 12.31.2008 1,223 730 830 2,146" 4,929
New entrants
Terminations:
* not vested
*

translers fump (60) (129) (189)
*

dao 2 o4 0
in-transil {1) {1)
Deaths 4) (2) 1) ©7)
Beneficlaries 8 8
Benefits expired ) ' (3)
Retirements (42) (18) 60
Data Correction in 4 13 2 He
Data Correction Qut 4) (139) {3) {146)
Total at 12.31.2011 1,053 518 803 2,146™ 4,520

7 Includes 20 members who were accrulng benefits at December 31, 2008, 1,898 deferred vested members, and 227
pensloners,

® Includes 1,158 deferred vested members, 256 pensioners, and 732 members whose basic bensfits were settled
through lump sum transfers.
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RERORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

The distribution of the active members not affected by the partial wind-up by age and
pensionable service as at 12.31,2011 Is summarized as follows:

Years of Pensionable Service

Age 0-4 5-9 10-14 15-19 20-24 25-29 30+ Total
Under 20

201024

2510 29 1 1

3010 34 46 19 1 66
351039 57 a7 5 159
4010 44 30 127 25 3 185

4510 49 28 120 25 25 198
5010 54 11 94 26 13 19 1 164
5510 59 10 63 9 11 7 10 110
60 ‘o 64 6 40 4 10 4 4 68
65 + 1 9 1 2 2 15
Total 2 188 569 96 64 30 17 968

In addition, there are 87 disabled active members.

The distribution of the inactive members not affected by the partial wind-up by age as at the
valuation date is summarized as follows:

Deferred Pensioners Pensioners and Survivors
Average annual Average annual

Age Number Pension Number Pengion
<45 172 4,523

45 - 49 26 5,055

50 -84 104 6,082

55 - 59 89 7,613 25 13,685
60 - 64 38 7,778 87 18,676
85-69 10 5,058 140 16,891
70-74 5 3,728 142 18,849
75-79 2 5,292 126 20,766
80 - B4 1 * 124 20,412
85 -89 108 18,296
90 - 94 1 * 53 18,974
95 - 99 18 15,925
Total 518 5,748 803 18,740

* For confidentiality reasons, averags penslons are not shown for age groups with less than 2 members,

MERCER {CANADA) LIMITED 44

13 and seltings\daniel-kailantlocal settivgsMempuorary Intorno! liles\olkabhel ipp - doc 31 261 1.4



497

REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

The distribution of the inactive members affected by the partial wind-up by age as at the
valuation date is summarized as follows:

Deferred Pensioners Pensioners and Survivors
Average annual Average annual

Age Number Penslon Number Pansion
<45 489 3,345 1 *
45 - 49 284 8,520

50~ 54 215 11,043 1 *
56 - 69 133 14,988 62 15,833
60 - 64 34 8,256 20 23,186
65 - 69 2 * 88 21,675
70-74 1 * 24 20,165
75-79

80-84

85 - 89

90-94

95-99

Total 1158 7,622 256 20,808

* For confidentialily reasons, average pensions are not shown for age groups with less than 2 members.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

APPENDIX F

Summary of Plan Provisions
This valuation is based on the plan provisions in effect on December 31, 2011. The Plan has
been amended and restated since the date of the previous valuation.
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REPGRT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

The following is a summary of the main provisions of the Plan in effect on December 31, 2011,
This summary is not intended as a complete description of the Plan.

Backgroune The Canada Life Assurance Company Trusteed Canadian Staff Pension
Fund {1965) was established on Dacember 31, 1964. The Canada Life
Assurance Company Trusteed Canadian Staff Pansion Fund (1958) and
The Canada Life Assurance Company Trusteed Canadian Agents Fund
ware merged info this plan effective January 1, 1997 and the combined
plan was renamed the Canada Life Canadian Employess Pension Plan,

Benefits are hased on a set formula and, other than the required
employee contributions which are based on employees’ earnings, are
entirely pald for by the Company.

Crown Lifa On January 1, 1989, the Canada Life Canadian Employees Pension Plan
lgosurance was amended for those members who becama employess of Canada
mpany Life as a resuft of Canada Life’s acquisition of the Crown Life Insurance

Company of Canada. This amendment provided pension benefits based
on the terms of the Pansion Plan for Crown Life Insurance Company of
Canada Employees (“Crown Canada Plan”) for the period of service from
January 1, 1989 to December 31, 1999, For service on and after January
1, 2000, these smployees earn pension benefils based on the same
terms as other membars of the Canada Life Canadian Employses
Pension Plan; however, prior service In the Crown Canada Plan is
counted for the purpose of determining eligibility for benefits.

Since these provisions only affected one year of service, they are not
described in detall in this report. A detalled summary is available in the
plan documents and in our funding valuation report on the Grown Canada

Plan.
Eligibllity for . Each person hired by the Company as a Staff employee on a full-time or
membership a permanent part-lime bagls is eligible, but not required, to join the plan

on the 1% of the month coincident with or next following the date of hire,
Each such person is required to join the plan upon the 1% of the month
coinciding with or following two years of continuous setvice,

Each person who is hired by the Company as a Field Management
employee is required to join the plan upon the 1% of the month coinciding
with or following the date of hire,

An employee who is smployed by the Company on a temporary basis is
eligible, but not required, to join the plan folfowing the completion of one
year of continuous service

MERCER (CANADA) LIMITED 47

45! ts and seltings\danlel-kailanVocal setiingsWemporary Infernet files\olk2bicl g - dec 31 204 1.doo

403



REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Employee Each member is required to contribute 2.5% of the member's

Contributions pensionable earnings up to an annual maximum contribution of $2,500.
Employses who have accrued 35 years of penslonable service are not
required to make any additional contribution into the plan.

Retirement Dates »  The normal retirement date for Staft members is the last day of the
month in which the member aitaing age 65. The normal retirement
date for Field Management members is the last day of the month in
which the member atlains age 60.

+ If a Staff member has at least two years of continuous service, the
member may chooss to retire as early as age 55, I a Fleld
Management member has at least two years of continuous service,
the member may choose to retive as early as age 50.

¢+ ifamemberis both a Staff member and a Field Management
member (i.e. the member has both Staff service and Field
Management service), the member can elect to commence the Staff
portion of his or her pension as esarly as age 50. [n any case, the
member must commence both Staff and Field Management pensions
at the same thme.

¢ Anactive member may postpone retirement beyond the normal
retirement date; however, in accordance with the plan provisions, all
members must commence their pension prior to the end of the month
In which they attain age 71.

Normal The refirement Income benefit payable at the normal retirement date in
sEtif?melgt . respect of Staif pensionable service is equal to;
enslon (Staff 1.6% of annualized avarage pensicnabls earnings for the 36 consecutive

months in the last 180 months before retirement for which they are the

highest, up to the average of the YMPE in the year of the event and

YMPE in the two immedlately preceding ysars

PLUS

2.0% of the excess, if any, of the member's annualized averaga
pensionable eamings for the 36 consecutive months In the last

180 months before relirament for which they are the highest, in excess of
the average of the YMPE In the year of the event and YMPE in the two

immediately preceding years
MULTIPLIED BY
The member's Staff pensionable service, capped at 35 years.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 81, 2011

Normal
Retirement
Pension (Field
Management)

The retirement benelits payable at normal retirement In respect of Field
Management pensionable service Is equal to the sum of the foliowing
four components:

.

Post-1988 Field Management Benefit

For each year of Fleld Management pensionable service on or after
January 1, 1988 (up to a maximum of 35 years of pensionable
service), the member will receive a pension equal to:

1.6% of annualized average pensiohable earnings for any 5 calendar
years in the last 10 years before retivament for which they are the
highest, up to the average of the YMPE In the year of the event and
YMPE in the two immediately preceding years

PLUS

2.0% of the excess, if any, of the member's annualized average
pensionable earnings for any 5 calendar years in the last 10 years
before retirement for which they are the highest, in excess of the
average of the YMPE in the year of the event and YMPE in the two
immediately preceding years

Annuity Purchase Benefit

The Annuity Purchase Benefit provides an annual pension payable to
the Fleld Management member, with the amount of the pension
based on the employee contributions and (nhotional) company grants
that are accumulated with interest until the member's retirement,
death, or termination and are converted to a penslon based on a
factor specified in the plan text. The Annuity Purchase Benefit is
squal to:

The member's earnings-related required contributions and company
gramis (made prior to December 31, 1987), with interest, muitiplied by
the applicable factor from Table A

PLUS

commission-related required contributions and notional company
grants, with interest, multiplied by the applicable factor from Table B.

Commission Earpings Benefit

The Commisslon Earnings Benefit provides an annual pension
payable to the Field Management member, with the amount of the
pension calculated based on the member's Indexed commission
earnings multiplied by the applicable factor from Table C.

Daesignated Appointee Benefit

The Designated Appointee Benefit provides an annual pension
payable to the Field Management member, with the amount of the
annuai pension squal to 0.5% of the member’s final 10-year average
earnings multiplied by the Fileld Management member's designated
appointee pensionable service.

Tables A, B, and C referred to in the above plan description are shown
on the following page.
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING
PURPOSES AS AT DECEMBER 31, 2011

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Retirement Age Tahle A Table B Table C
50 0.0802 0.0598 0.0048
51 0.0614 0.0610 0.0052
52 0.0626 0.0623 0.0056
&3 0.0638 0.0637 0.0080
54 0.0658 0.0651 0.0064
56 0.0674 0.0666 0.0069
56 0.0686 0.0681 0.0074
57 0.0704 0.0697 0.0080
58 0.0722 0.0712 0.0087
59 0.0740 0.0729 0.0094
60 0.0758 0.0747 0.0100
61 0.0770 0.0785 0.0107
62 0.0782 0.0783 0.0114
63 0.0800 0.0802 0.0121
64 0.0818 0.0821 0.0129
65 0.0835 0.0841 0.0139
66 0.0859 0.0862 0.0147
67 0.0877 0.0882 0.0154
G8 0.0895 0.0803 0.0163
69 . 0.0919 0.0924 0.0173
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BEPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Pensionable
earnings

As of January 1, 2004, the definition of pansionable earnings under the
plan was amended to exclude bonuses paid in respect of pariods of

sewvice after Decomber 31, 2003. At the same time, the plan was
amended to guarantee that the member's highest 3-year average
earnings at the time of termination of employmaent, retirement, or death
would not be lower than they were at December 31, 2003.

Early Retlrement

If a member with Staff pensionable service retires eatly, the member will

Penslon (Staff)  be entitled to a pension in respect of his or her Staff pensionable service
that is calculated the same way as for a normal relirement, The basic
pension payable, however, will be reduced as follows:

It member has: Eatly retirement reduction:

Age 60 with more than  No reduction for early retirement

30 years of pensicnable

sarvice

Age 80 with less than The member's normal retirvement date

30 years of pensionable  pension will ba reduced by 0.4% multiplied
service by the lesser of:

» The number of months by which the
pension commencement date precedes
the member's normal retirement date;
and

*  The number of months by which the
member's pensionable service Is less
than 30 years.

Under age 60 with more  The member’s normal retirement date

than 30 years of pension will be reduced by 0.4% for each

pensionable service month by which the pension
commencement date precedes the

member’s attainment of age 60.

Under age 60 and less  The member’s normal retirement date
than 30 years of pension will be reduced by 0.4% multiplied
pensionable service by:

* the number of months by which the
pension commencement date precedes
the member’s normal retirement date;
minus

» the number of months by which the
membetr’'s pensionable service exceeds
25 years.

MERCER (CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN

Early Retirement
Pension (Staff)

if, however, the member attained age 50 and completed at least 20 years
of pensionable service as of January 1, 1997, the reduction of the

member's pension In respect of his or her Staff pensionabie service shall
not exceed 0.4% multiplied by the lesser of the number of months by
which the pension commencement date precedes the member's normal
retirement date; and the number of months by which the pension
commencement date precedes the date at which the member would have
altained age 50 and completed at least 80 years of pensionable service.

If a member is both a Staff member and a Fleld Management member
{i.e. the member has both Staff service and Field Management seivice),
the member can elect to commence the Staff portion of his pension as
early as age 50; however the amount of the Staff pension will be reduced
so that the amount of pension is actuarial equivalent of the pension
othetwise payable at age 56.

Early Retlrement
Penslon (Fleld
Managemsant)

If a member with Fleld Management pensionable service retires early, the
member will be entitled 1o a pension in respect of his or her Field
Management pensionable service that is calculated the same way as for

a normal retirement. The pension payable however, will be reduced as

follows:

Post-1988 Fleld
Management Benefit

The normal retirement dale pension will be
reduced by 0.4% for each month by which
the mamber's pension commencement dats
precedes the member's normal retirement
date.

Annuity Purchass
Benefit

The annual pension is calculated by
multiplying the member's accumulated
contributions and grants by the appropriate
factor from Table A or Table B, as
appropriate,

Commission Eamings

The annual pension Is calculated by

Benefit multiplying the member's Indexed
commission earnings by the appropriate
factor from Table C.

Designated Appointee  The normal retirement date pension will be

Benefit reduced by 0.6% for each month by which

the member’s pension commencement date
precedes the member's normal retirement
date.

MERCER (CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

Pastponed A member who continues to be an active smployee of Canada Life may
Relirement elect to postpone retirement. In that case, the member would continue to
Pension acorue service {up to his or her 71th birthday).
For Staff members, the penslon shall not be less than the actuarial
equivalent of the pension accrued by the member as of his normal
retirement date, Increased by the amount by which the pension would
have been indexed.
For Field Management members, the pension will be determined as
follows:
Post-1988 Field The pension shall not be less than the actuarial
Management equivalent of tha pension accrued by the
Benefit member as of his normal retirement date,
increased by the amount by which the pension
would have been indexed.
Annully Purchase  The Annuily Purchase Benefit provides an
Benafit annual pension payable to the Field
Management mernber, with the amount of the
pension based on the employee confributions
and {notional) company grants that are
accumulated with Interest until the member's
retlrament, death, or termination and are
converted to a pension based on a factor
specified in the plan text. The accumulated
coniributions and grants are multiplied by the
factor from Table A or Table B, as applicable.
Commission The Commission Earnings Benefit is based on
Earnings Benefit the member's indexed commission earnings
multiplied by the applicable factor from Table C.
Designated The Designated Appointes Benefit will be squal
Appointes Benefit  to the amount acctued by the member as of his
normatl retirement date.
Maximum The total annual penslon payable from the Plan upon retirement, death or
Pension termination of employment cannot exceed the lesser of:

s 2% of the highest average compensation pald to the member by the
Company, multiplied by total pensionable service; and

¢+ The maximum dollar permitted under the Income Tax Act, multiplied
by the member’s total pensionable service.

The maximum pension is determined at the date of pension
commencement, termination or death.

MERCER {CANADA) LIMITED
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING  THE CANADA LIFE CANADIAN EMPLOYEES PENSION PLAN
PURPOSES AS AT DECEMBER 31, 2011

Death benefits
{Pre Retirement)

if a member with Staff pensionable service dies before the pension
commencement date, the member's spouse will recelve an immediate
pension equal to 60% of the pension accrued by the member at his
death, with a guarantee of at least 120 monthly payments. Alternatively,
the spouse may elect a deferred pension or a lump sum setilement equal
to the value of the immaediate pension. If the member has no spouse, the
member's beneficiary will receive a lump sum equal to the present value
of 120 monthly payments of 60% of the normal retirement date pension
acorued by the member up to his death. In either situation, the death
benefit payable to the member's beneficiary will be at least equai to the
commuted value of the member's benefits.

If & member with Fleld Management pensionable service dies before his
pension commencement date, death benefits shall be equal to the sum of
the following:

Post-1988 Fleld  Animmaediate pension equal to 60% of the Post-

Management 1988 Field Management pension benelits acorued

Benefit by the member up to his death, with a guarantee
of at least 120 monthly payments. Alternatively,
the spouse may elect a deferred pension or a lump
sum settlement equal 1o the value of the
immaediate pension.

if the member has no spouse, the member’s
beneficiary will receive a lump sum seitlement
equal to the commuted value of 60% of the
pension accrued by the member at his death, as
would have been payable to the member at the
member's normal retirement date, with a
guarantee of at least 120 monthly payments.

Annuity Purchase  The member's spouse, or beneficlary if there is no

Benefit spouse, will receive a henefit equal to the value of
the member's earnings related company grants
with Interest, earnings related required
contributions with interest, commission related
notional company grants with interest; and,
commission related required contributions with
interest.

Commisslon A lump sum equal to the value of the Commission

Farnings Benefit  Earnings Benefit that the member would have
been entitled to at his normal retirement date. if
the member has a spouse, the spouse may elect
an immediate unreduced annuily or a deferred
annuity of equal value.

Designated A lump sum equal to the value of the Designated
Appointee Appointee Benelit that the member would have
Benefit been entitled to at his normal retirement date. If

the member has a spouse, the spouse may elect
an immediate unreduced annuity or a deferred
annuity of equal value.

MERCER (CANADA) LIMITED 54
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REPORT ON THE ACTUARIAL VALUATION FOR FUNDING

PURPOSES AS AT DECEMBER 31, 2011

Death benetits

(Post Retirement)

The normal form of payment for the Staff membaer's benefit and for the
Field Management member's benefit for pensionable service on and after
January 1, 1988 is as follows:

*  For a member with a spouse the normal form of payment s a joint
and survivor 60% pension, with 60 monthly payments of 60% of the
member’s pension guaranteed,

*  For a member without a spouse, the normal form of payment Is a
lifetime pension, with 120 monthly payments of 60% of the member's
pension guaranieed.

The normal form of payment for the Field Management member's

Designated Appointee, Commission Earnings, and Annuity Purchase

Benelits s a lifetime pension, with 120 monthly paymenis of 100% of the

member’s pension guaranteed.

For all benefits the member may elect to receive an optional form of

pension on an actuarial equivalent basis.

Termination
Benefits

Less than two years of continuous service:
+ A refund of the member's contributions with interest,
Atleast two years of continuous service:

+ A deferred lifetime pension, based on the member's earnings,
contiibutions and credited service up to the date of termination,
Deferred pensions are payable commencing at the appticable normal
retirernent date. Howsver, a member may elect to commence receipt
of pension early subject to early retirament reduction factors
described in the abova sections Early Retirement Pension (Staff
Members) and Early Retiremeni Pension (Field Management
Members). If a member is entitled 1o a deferred pension, the member
may also transfer the commuted valus of that pension into anocther
retirement vehicle in accordance with the applicable federal and
provincial legislation,

MERCER (CANADA) LIMITED
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PURPOSES AS AT DECEMBER 31, 2011

Pension Indexing The annual pensions payable to members who were hired by Canada
Life prior to January 1, 2001 (including former TD employses who
hecame Canada Life employees on January 1, 2001), and thelr
respective spouses and bansficiaries shall be Increased each January 1
following the member’s retirement date (except as noted below). The
amount of the pension increase will be equal to (a) minus (b) where:

{a) is the member's annual pension at his or her pension
commencement date multiplied by the lesser of:
() the cumulative return based on the excess of the Current Year
Rate for indexing over 4% for each year measured from the
member's pension commencement date to January 1 of the plan
year; and,
(i) the cumulative Consumer Price Index Rate measured from the
member's pension commencement date to January 1 of the plan
year; and,
(b) Is the member's annual pension as at December 31 of the previous
plan year.
in no event shall the adjustment on any January 1 decrease the
member's pension below the amount of the annual pension payable on
December 31 of the immediately preceding year.

The first increase for penslon benefits payable in respect of Field
Management pensionable service will not take place until January 1
following the member’s aftainment of age 60,

Effective January 1, 2003, the Current Year Rate for Indexing means the
average of the fund rates of retumn over the first 15 of the preceding 16
plan years, Between January 1, 2001 and January 1, 2008, the Current
Year Rate for indexing meant the average of the fund rates of return over
the first & of the preceding 6 plan years. Prior to January 1, 2001, the
Current Year Rate for Indexing meant the rate earned by the Company
on iis fife Insurance and annuity funds during the preceding calendar
year, excluding the effect of the Company's investment in its subsidiaries.

Note that some Fleld Management members hired before January 1,
2001 elacted to receive some or all of thelr pension in a non-indexed
form when they refired. These benefits are not indexed for infiation.
Pension benefits for members hired after December 31, 2000 may be
increased, from time 1o time, at the discretion of the Company in
acoordance with such method as the Company may in its discretion
adopt effective any January 1.

MERGER (CANADA) LIMITED 56
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FURPOSES AS AT DECEMBER 31, 2011

APPENDIX G

Employer Certification

Wfth'respect to the Report on the Actuarial Valuation for Funding Purposes as at December 31,
2011, of The Canada Life Canadian Employees Pension Plan | hereby certify that, to the best of
my knawledge and belief:

*  The valuation reflects the terms of the Company's engagement with the actuary, particularly
the requirement to include a margin of 0.15% In the discount rate used to perform the going
concern valuation;

*  The valuation reflects the Company's decisions in regards to determining the solvency
funding requirements;

* A copy of the official plan documents and of all amendments made up to December 31, 2011
were providad to the actuary and is reflected appropriately in the summary of plan provisions
contained herein;

¢ The asset information summarisad in Appendix B is reflective of the Plan's assets;

*  The membership data provided to the actuary included a complete and accurate description
of every person who Is entitled to benefits under the terms of the Plan for service up to
December 31, 2011,

All events subsequent to December 31, 2011 that may have an impact on the Plan have been
communicated to the actuary.

Date

o g ATV
e RS b assen s

G A e 4% % P
G MASCES
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REPORT ON THE TRANSER OF THE LIABILITIES OF THE THE CANADA LIFE ASSURANCE COMPANY

REMAINING PORTION OF THE 2005 PARTIAL WIND-UP TO
THE ONGOING PORTION OF THE PLAN

1

Introduction

At the request of the Canada Life Assurance Company (“Canada Life” or the “Company”}, we have
prepared this report on the financial position of the portion of the Canada Life Canadian Employses
Pension Plan (the "Plan”) affected by the June 30, 2005 patrtial wind-up of the plan (the “partial

wind-up group) as at August 31, 2012.

Purpose
The purpose of this report Is to:

¢ Determine the liabilities of the members of the partial wind-up group who did not elect the
fransfer option (‘remaining partial wind-up members”) and whose liabilities will be transferred to

the ongoing portion of the Plan as at August 31, 2012;

* Determine the surplus remaining in the partially wound-up portion of the Plan as at August 31,
2012 after the transfer is complete;

*  Satisfy the requirements of the Financial Services Commission of Ontario (FSCO) regarding the
distribution of assets from the partially wound-up portion of a pension plan,

The information contained in this report was prepared for the internat use of Company and for filing
with the Financial Services Commission of Ontario. This report is not intended or suitable for any

other purpose.

June 30, 2005 Partial Wind-Up

A partial wind-up was declared by Canada Life as a result of the workforce integration measures
taken after the acquisition of the Company by The Great-West Life Assurance Company (“Great-
West Life") on July 10, 2003. All members of the Plan whose employment with Canada Life
terminated in conjunction with the integration, other than those members of the plan who were
employed in the province of Québec, have been included in the partial wind-up. This includes
members whose employment was terminated during the integration period by Canada Life, as well
as those who resigned or retired voluntarily. It also includes those members who were informed
during the integration period that their employment would be terminated as a result of the
integration and whose employment was terminated after June 30, 2005. The integration period
started effective July 10, 2003, the date Canada Life was acquired by Great-West Life, and ended

on June 30, 2005 (the “Partial Wind-Up Date”).

On September 4, 20083, the Superintendent approved Canada Life’s request to commence monthly
pension payments from the pension fund to those members and former members of the Plan who
are eligible for, and who elect fo receive, an immediate pension,

A report on the partial wind-up of the Plan as at June 30, 2005 was filed with the Superintendent of

the Financlal Services Commission of Ontario (the “Superintendent”) in March, 20086.
1

Meccar {Canada) Limited
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On April 14, 2011, the Superintendent approved the distribution of basic benefits for the partial
wind-up group as set out in the June 30, 2005 partial wind-up report.

On and around June 30, 2011, benefit statements were distributed to all members of the partial
wind-up group. Members were given the option of either electing a lump sum transfer of their
benefit entitlements from the pension fund, or to have a deferred or immediate annuity purchased
on their behalf. Lump sum transfers were made to members who elected the lump sum transfer
option. These lump sums were made as members’ elections were received.

On May 14, 2012, requests for annuity quotes for the remaining partial wind-up members were
submitted to seven insurance companies in Canada. By June 12, 2012, all of the seven insurance
companies had declined to quote on the annuities. As a result of the inability to purchase annuities
for the remaining partial wind-up members, the Company has decided to transfer these members’

liabilities back to the ongoing portion of the Plan.

In accordance with FSCO Policy W100-233, because members’ initial benefit statements indicated
that annuities would be purchased, Canada Life will be providing the remaining partial wind-up
members with revised statements indicating the following:

* Annuities will no longer be purchased and members' benefits will be payable (or continue to be
pald) from the Plan;

* Any subsequent settlement of benefits will be subject to the terms of the Plan and the funded
status of the Plan at that time; and

*  Members can re-elect to transfer the lump sum value of their benefit entitlements out of the
Plan,

Lump sum transfers will be made to any remaining partial wind-up member who elects a fump sum
transfer on their revised benefit statement. The effects of any lump sum transfers on the liabilities
transferred to the ongoing portion of the Plan will be reflected in a subsequent (or final) report on
the June 30, 2005 partial wind-up. In addition, the treatment of any remaining surplus will also be
dealt with in a subsequent {or final) report on the June 30, 2005 partial wind-up.

Calculation Methodology, Assumptions and Data
Our calculations reflect the provisions of the Plan as at December 31, 2011. A summary of the
main plan provisions can be found in our December 31, 2011 actuarial valuation report.

Our calculations reflect the asset information in respect of the partial wind-up group provided to us
by Canada Life. Detalls of the assets are provided in Appendix A.

Our calculations are based on the remaining members of the partial wind-up group as at August 31,
2012. A summary of the membership data is provided in Appendix C.

In accordance with the FSCO Policy W100-233, we have estimated the liabilities of the remaining
partial wind-up members based on the guidance on estimating the cost of annuities in the

Marcar {Canada) Limited
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educational note published by the Canadian Institute of Actuaries’ Committee on Pension Plan
Financial Reporting effective on August 31, 2012, Appendix B provides a summary of the

assumptions used,

This report has been prepared on the assumption that all of the assets of the pension fund that
have been allocated to the partial wind-up group are available to meet all of the claims in respect of

the partial wind-up group.

On July 29, 2004, the Supreme Court of Canada dismissed the appeal in Monsanto Canada Inc.
versus Superintendent of Financial Services (“Monsanto”), thereby upholding the requirements to
distribute surplus on partial plan wind-up under The Pension Benefits Act (Ontario). The decision
has retroactive application and applies on the termination of Ontario employees If they are included
in a partial plan wind-up, regardless of the province in which the pension plan is registered,

With the exception of the June 30, 2005 partial wind-up of the Plan, we are not aware of any other
partial plan wind-up having been declared in respect of the Plan where the Monsanto decision may
apply. In preparing these estimates, we have therefore assumed that the portion of the Plan's
agsets allocated to the partial wind-up group are available to cover that group’s estimated liabilities.
The subsequent declaration of a partial wind-up of the Plan where Monsanto may apply in respect
of a past event, or disclosure of an existing past partial wind-up, could cause an additional claim on
Plan assets (and consequent re-allocation of the assets allocated to the partial wind-up group), the
consequences of which would be addressed in a subsequent report. We note the discretionary
nature of the power of the regulatory authorities to declare partial wind-ups and the lack of clarity
with respect to the retroactive scope of that power. We are making no representation as to whether
the regulatory authorities might declare a partial wind-up in respect of other events In the Plan's

history.

Subsequent Events

Lump sum transfers will be made to any remaining partial wind-up member who elects a lump sum
transfer on their revised benefit statement. After checking with representatives of the Company, to
the best of our knowledge there have been no other events subsequent to August 31, 2012, which,
in our opinion, would have a material impact on the results in this report.

Maroer {Canada) Limited
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2

4?2

THE CANADA LIFE ASSURANCE COMPANY ~ ™

Valuation Results — Hypothetical Wind-up
The estimated financial posltion of the partial wind-up group as at August 31, 2012, compared with
that of the previous valuation, is as follows:

Morcor (Canaday Limited

08.31,2012 12.31.2011

Assels

Market value of asseis $312,707,000 $318,205,000
Increased asset aflocation to PWU group $6,866,000 $6,557,000
In-transit benefit payments $0 $0
Crown DC balances $3186,000 $390,000
Pending expense reimbursements ($14,700,000) ($11,800,000)
Provision for future termination expenses ($12,700,000) {$13,000,000)
Wind-up assets $292,489,000 $300,352,000
Present value of accrued beneflis for:

*  active members $0 $0
»  pansioners and survivors $124,121,000 $124,698,000
* deferred pensioners $162,206,000 $157,742,000
¢ pending payouts $123,000 $6,230,000
+  Crown DC members $316,000 $390,000
Total wind-up liability $286,766,000 $289,060,000
Wind-up excess (shortfall) $5,723,000 $11,292,000
Transfer ratio 1.06 1.08

MARSH & MCLENNAN
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Reconciliation of the Financial Position
A reconciliation of the financial position at the last valuation (i.e. a wind-up excess of $11 292,000}

THE CANADA LIFE ASSURANCE COMPANY

to the estimated financial position at August 31, 2012 {i.e. a wind-up excess of $5,723,000) is as

follows:

Wind-up excess (shortfall) as at previous
valuation

Interest on llabilities at 2.8% per year

Net investment return on assets and pending
transfer

Impact of actual settlement elections

impact of changes in the estimated cost of
purchasing annuities

Interest on pending expense reimbursements

$11,292,000
{$5,333,000)
$5,424,000
$1,321,000
($5,144,000)
($2,177,000)

Decrease In provision for future tarmination
expenses $300,000
Net impact of other elements of galns and losses $40,000
Estimated wind-up excess (shorifall) at August
31,2012 $5,723,000
Merear {Canedal Limiteg
MARSH & MCLENNAN
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3

Actuarial Opinion
In our opinion, for the purposes of determining the liabilities of the remaining members of the partial
wind-up group that will be transferred to the ongoing portion of the Plan, and the surplus (if any)

remaining in the partially wound-up portion of the Plan:

* the membership data on which the calculations are based are sufficient and reliable,

+ the assumptions are appropriate, and

* the methods employed are appropriate

This report has been prepared, and our opinions given, in accordance with accepted actuarial
practice in Canada and in accordance with the policies of the Financial Services Commission of

Ontatrio.
4
\ N
4 / o
_ . /\ /

Benedict O. Ukbnga Dougfas Jogbr_:?ﬁ
Fellow of the Soclety of Actuaries Fellow of the Sutiaty of Actuaries
Fellow of the Canadian Institute of Acluaries Fellow of the Canadian Institute of Actuaries
QOctober 11, 2012 Qctober 11, 2012
Date Date
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Appendix A

Plan Assets
The pension fund is held in trust by the trustees. In preparing this report, we have relied upon fund

statements prepared by The Canada Life Assurance Company.

We have also relied on information provided by the Canada Life Assurance Company regarding the
defined contribution account balances for those partial wind-up members who accrued defined
contribution benefits during 1999 as well as information on pension plan cash flows {e.g. monthly
benefit payments, lump sum benefit payments, and expenses), from December 31, 2011 to August
31, 2012 in respect of members of the partial wind-up group.

A reconcillation of the assets allocated to the partial wind-up group from the date of the last
valuation to August 31, 2012 and before pending expense reimbursements is as follows:

DB Assets only 2012
January 1 $318,205,000
PLUS
Members' contributions $0
Company’s contributions $0
invesiment income & net capital gains (fosses) $5,879,000
$5,879,000
LESS
Pensions paid and lump sums paid $11,377,000
$11,377,000
August 31 $312,707,000
Gross Rate of return 1.9%

in addition to the assets shown above, there is a pending asset transfer of $6,866,000 as at
August 31, 2012 from the ongeing portion of the Plan to the partial wind-up group. There is also
$14,700,000 of pending expense reimbursements payable to the Company. As a result, the total
market value of assets for the partially wound up pottion of the Plan (before the provision for future

termination expenses) is $304,873,000.
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Appendix B

Actuarial Methods and Assumptions

Valuation of Assets
For this valuation, the market value of the assets allocated to the partial wind-up group is used.

Valuation of Liabilities
No benefits payable on plan wind-up were excluded from our calculations.

We have considered that members under the earliest retirement age specified in the Plan would be
entitled to a deferred pension payable from thelr normal retirement date or such eatlier age for
which plan eligibility requirements have been satisfied at their employment termination date.
Members over the earliest retirement age specified in the Plan are considered to be entitled to an
immediate pension, reduced in accordance with the plan rules. We have also considered that
Ontario and Nova Scotia members whose age plus years of service equal at least 65 at their
employment termination date would be entitled to a deferred pension payable from the age that
would produce the greatest value if employment were to have continued for the purpose of
determining eligibility for early retirement benefits. For each individual plan member, accumulated
contributions with interest plus 50% of the present value of the pension accumulated are

established as a minimum actuarial liability.

All remaining partial wind-up members elected, or were deemed to elect, to have their benefits
settled through the purchase of immediate or deferred annuities.

We have estimated the cost of purchasing these annuities in accordance with the Canadian Institute
of Actuaries’ Educational Note: Assumptions for Hypothetical Wind-up and Solvency Valuations with
Effective Dates Between December 31, 2011 and December 30, 2012 and applicable for August 31,

2012,

We have not included a provision for adverse deviation in these calculations.
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The assumptions are as follows:

August 31, 2012 December 31, 2011

Form of benefit settlement elected by member:

Annuity purchase All remaining members are assumed to elect 1o receive their benefit entitlement
in the form of a deferred or immediate pension. These benefils are assumed to
be settied through the purchase of deferred or immediate annuities

Benefits assumed fo be seitled through annuity purchase

Nominal interest rate immediate retirement immediate retirerment
indexed: 2,36% per year Indexed: 2.46% per year
Non-indexed: 3.04% per year Non-indexed: 3.31% per year
Deferred retirement Deferred retirement
Indexed: 3.04% during the deferral Indexed: 3.31% during the defarral
period, 2.36% after commencement period, 2.46% after commencement
Non-indexed: 3.04% per year Non-indexed: 3.81% per year

Mortality vate UP 94 with generational mortality UP 94 with generational mortality
Improvements (sex distinct) improvements (sex distinct)

inflation 1.95% per year 2.0% per year
We have assumed that the life We have assumed that the life
insurance company would price the insurance company would price the
annuilies as If they were fully indexed annuities as if they were fully indexed
for inflation, for infiation,

Provision for wind-up expenses’: $12.7 million $13 million

Final average earnings Based on actual pensionable eamings  Based on actual pensionable
over the averaging period earnings over the averaging period

80% of currently single and 100% of currently married Members will have a
spouse on the earlier of death or retirement. Where available, we have used the
actual difference between the age of the member and the spouse. Otherwise,
we have assumed that the male partner will be three years older than the female

pariner.

Family composition

! Provided o us by Canada Life
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Membership Statistics

The estimated financial position is based on the membership data of the partial wind-up group as at
August 31, 2012,

We have applied tests for internal consistency, as well as for consistency with the data used for the
previous valuation. These tests were applied to membership reconciliation, basic information (date
of birth, date of hire, date of membership, gender, etc.), accrued pensions, credited service,
contributions accumulated with interest and pensions to members whose pensions had
commenced. Lump sum payments and pensions to retirees were compared with corresponding
amounts reported in financial statements. The results of these tests were satisfactory.
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Plan membership data Is summarized below.

08.31.12 12.31.11

Remaining Deferred Pensloners

Number 1,002 1,158
Total annual pension $8,500,917 $8,710,497
Average annual pension $7,785 $7,522
Average age 47.1 46.2
Remalning Pensioners and Survivors

Number 256 256
Tolal annual lifetime pension $5,326,316 $5,326,316
Average annual lifetime pension $20,806 $20,808
Average age 84.1 63.5
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Distribution of Remaining Inactlve Members Affected by the Partial Wind-Up

By Age Group as at 08.31.2012

Deferred Pensioners

Pensioners and Survivors

Average Average
Age Number Annual Pension Number Annual Pension
< 45 446 $3,435 1 *
45 - 49 270 $8,760
80 - 54 211 $11,1561 1 *
55 - 59 129 $15,239 52 $16,833
60 ~ 64 34 $8,256 90 $23,186
65 - 69 1 * 88 $21,675
70-74 1 * 24 $20,165
75-79
80 - 84
85 -89
90 -94
85-99
100+
Total 1,092 $7,785 258 $20,806

* For confidentiality reasons, average pensions are not shown for age groups with 2 or fewer members,

Mercor {Canada) Limited
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Employer Certification

With respect to the Report on the Transfer of the Liabilities of the Remaining Portion of the 2005
Partial Wind-up fo the Ongoing Portion of the Canada Life Canacdian Employees Pension Plan, as
at August 31, 2012, | hereby cerlify that, to the best of my knowledge and belief.

+ a copy of the official plan documents and of all amendments made up to August 31, 2012, were
provided to the actuary and Is reflecled appropriately in the summary of plan provisions
contained in the flled December 31, 2011 valuation report,

+ the asset information summarised in Appendix A Is reflective of the Plan’s assets allocated to
the 2005 partial wind-up group,

+ the membership data provided to the actuary included a complete and accurate description of
every person within the partial wind-up group who is entitled to benefits under the terms of the

Plan, and

+ all events subsequent fo August 31, 2012 that may have an impact on the results shown in this
report have been communicated to the actuary.

-
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Date " Signed
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Name
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Mercer (Canada) Limited

M E RC E R 161 Bay Street, P.O. Box 501

Toronto, Ontario M5J 285
+1 416 868 2000
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