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Court FileNo.: CV-18-590105-00CP
ONTARIO

SUPERIOR COURT OF JUSTICE
BETWEEN :
LESLIE AUSTIN
Plaintiff
- and -

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.
Defendants
Proceeding under the Class Proceedings Act, 1992

NOTICE OF MOTION
(Certification Motion - Returnable April 24-25, 2019)
The Plaintiff will make a motion to the Honourable Justice Glustein, on April 2425, 2019 at 10:00 a.m., or as soon thereafter as the motion can be heard, at Osgoode
Hall, 130 Queen StreetWest, Toronto, Ontario.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:
(a)

an order certifying this action as a class proceeding pursuant to the Class
Proceedings Act, 1992, S.O. 1992, c. 6, as amended (the "CPA");

(b)

(c)

an order appointing Leslie Austin as representative plaintiff for the class;

an order defining the class as:
all persons, wherever resident, who are or were members under the Bell
Canada Pension Plan, or otherwise entitled to benefits under the Plan, and
who were entitled to receive indexed pension payments pursuant to
section 8.7 of the Plan as of January 1, 2017, together with the spouses,
estates, heirs, beneficiaries, and representatives of any of the above who
has died.
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(d)

an order that the within proceeding 1s certified on the basis of the
following common issues:

Breach of Contract
(i)

Did the Defendants owe a contractual obligation to provide
pension indexation under the Plan? If so, what amount of pension
indexation ought to have been applied and provided in respect of
the year 2017?

(ii)

Did the Defendants breach their contractual obligations?

Breach of Trust and Fiduciary Duty
(iii)

Does Bell Canada, as administrator of the Plan, owe a duty as a
trustee to the class?

(iv)

(v)

If so, did Bell Canada breach its duty as a trustee?

Did Bell Canada, as administrator of the Plan, owe a fiduciary
duty to the class?

(vi)

If so, did Bell Canada breach its fiduciary duty?

Damages
(vii)

If one or more of the above common issues are answered
affirmatively,

can

the

amount

of

damages

payable

by

the

Defendants be determined on an aggregate basis? If so, in what
amount?

(e)

an order approving the proposed litigation plan;

(f)

an order staying any other proceeding based on the facts giving rise to
this proposed class proceeding;

3
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(g)

an order declaring that no other proceeding based upon the facts giving
rise to this proceeding may be commenced without leave of the court;

(h)

an order that the defendants shall pay to the plaintiff his costs of this
motion plus any applicable taxes; and

(i)

such other relief that counsel may advise and this Honourable Court may
permit.

THE GROUNDS FOR THE MOTION ARE:

(a)

this action was commenced on January 16, 2018 pursuant to the CPA;

(b)

this

action

alleges

that

the

Defendants

breached

their contractual

obligations, and breached trust and fiduciary duties through the incorrect
approach to indexation under the Bell Canada Pension Plan;
(c)

the pleadings herein disclose causes of action in breach of contract, and
breach of trust and fiduciary duty;

(d)

there is a large class that is objectively defined consisting of all persons,
wherever resident, who are or were members under the Bell Canada
Pension Plan, or otherwise entitled to benefits under the Plan, and who
were entitled to receive indexed pension payments pursuant to section 8.7
of the Plan as of January 1, 2017, together with the spouses, estates, heirs,
beneficiaries, and representatives of any of the above who has died;

(e)

there is a rational relationship between the class and the common issues
and the class is not unnecessarily broad;

(f)

the claims alleged in the Statement of Claim raise common issues, the
determination of which will substantially move the litigation forward;
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(g)

4

in light of the access to justice concerns and with regard to achieving
judicial economy, a class proceeding is the preferable procedure for
resolving these claims;

(h)

a class proceeding in this case would constitute the fairest, most efficient
and manageable means of adjudication of the common issues;

(i)

the

proposed

representative

plaintiff Leslie

Austin

can

fairly

and

adequately represent the interests of the class, with whom he has no
conflict on the common issues;

G)

the proposed representative plaintiff has produced a workable litigation
plan for advancing the claims on behalf of the class up to the common
issues trial and afterwards;

CPA;

(k)

the

(1)

Rules of Civil Procedure,

(m)

Pension Benefits Standards Act,

(n)

Pension Benefits Standards Regulations,

(o)

such other grounds as counsel may advise and this Honourable Court may

RRO 1990, Reg 194;
1985, RSC 1985, c 32 (2nd Supp);
1985, SOR/87-19; and,

permit.
THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:
(a)

the affidavit Philip Cross sworn July 20, 2018;

(b)

the affidavit of Cameron McNeill sworn July 24;

(c)

the affidavit of Leslie Austin sworn July 25, 2018; and

(d)

the affidavit of Jasmine Randhawa sworn July 25, 2018.
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Court FileNo.: CV-18-590105-00CP
ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
LESLIE AUSTIN

Plaintiff
- and-

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.

Defendants
Proceeding under the Class Proceedings Act, 1992

NOTICE OF MOTION
(Summary Judgment Motion)

The Plaintiff will make a motion to the Honourable Justice Glustein, on a date
and time to be determined.
PROPOSED METHOD OF HEARING: The motion is to be heard: orally.

THE MOTION IS FOR:

(a)

Summary Judgment in favour of the Plaintiff and a determination of the
common issues, as follows:
(i)

a declaration that the Defendants owed a contractual obligation to
provide Pension Indexation under the Bell Canada Pension Plai1;

(ii)

a declaration that the Defendants

breached their contractual

obligations under the Bell Canada Pension Plan;
(iii)

a declaration that Bell Canada owed a duty as a trustee to the
Class;

(iv)

a declaration that Bell Canada breached its duty as a trustee;

7
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(v)

(vi)

a declaration that Bell Canada owed a fiduciary duty to the Class:

a declaration that Bell Canada breached its fiduciary duties to
Class;

(vii)

a determination of the damages sustained by the Class on an
aggregate basis.

(b)

Costs of the motion and of this action, fixed and payable forthwith,
including interest; and

(c)

Such further and other relief as counsel may advise and this Honourable
Court may permit.

THE GROUNDS FOR THE MOTION ARE:

Background

(a)

At issue in this action is the incorrect approach used in respect of the
cost-of-living indexation pursuant to the Bell Canada Pension Plan (the
"Plan") for the year 2017;

(b)

Bell Canada is and was, at all times, the administrator of the Plan (the
"Administrator");

(c)

Bell Canada, Bell Media Inc., Expertech Network Installation Inc., and
Bell Mobility Inc. are participating employers of the Plan and make
contributions to the Plan ("Participating Employers");

8

- 3 -

Breach of Contract

(d)

The Plan is a binding contract between the Defendants and the class. The
pension payments to class members constitutes deferred compensation for
the Class members' employment;

(e)

The Plan provides for indexation (often referred to as a cost-of-living
adjustment) as follows:
8.7

On every first day of January, the retirement

benefits payable to a Member, the surviving Spouse or
Beneficiary under the DB Provisions shall be augmented
by a percentage determined as follows:
(i) If, on the date of the increase, the Member has not
reached 65 years of age, or would not have reached 65
years of age in the case of a surviving

Spouse or

Beneficiary, the Pension Index, limited to a maximum of
2% and calculated on a compounded basis.

(ii) If, on the date of the increase, the Member has
reached 65 years of age, or would have reached 65 years
of age in the case of a surviving Spouse or Beneficiary,
the percentage shall be the greater of:
(a) 60% of the Pension Index, limited to a maximum of
4% and calculated on a compounded basis; or

(b) the percentage determined under paragraph (i) above.
(iii) For the purpose of any increase applicable to a
Member, the surviving Spouse or the Beneficiary within
the first year of retirement, the applicable percentage shall
be prorated,
calendar

taking into account the number of full

months

of

retirement

in

the

calendar

year

preceding the date of the increase.
(iv) All percentage increases shall be rounded to the
nearest

2

decimal

points,

except

for

the percentage

increase under paragraph (i) above which shall be rounded
to the nearest whole number.

�

-
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(f)

The term "Pension Index" is defined

m

Section 1.29 of the Plan as

follows:
"Pension Index" means the annual percentage increase of
the Consumer Price Index, as determined by Statistics
Canada, during the period of November 1 to October 31
immediately preceding the date of the pension increase.
(g)

Statistics

Canada

determines

and

increase of the Consumer Price Index
(h)

publishes

("CPI")

the

annual

percentage

on its website;

the Plan requires that indexation be determined by using the CPI
percentage increase as determined and published by Statistics Canada;

(i)

On November 18, 2016, Statistics Canada determined and published the
annual percentage increase for the 12-month period of November 1, 2015
to October 31, 2016, which was 1.5 percent;

(j)

Contrary to the terms of the Plan, the Administrator did not use the
published

Statistics

Canada

CPI

percentage

increase.

Instead,

the

Administrator incorrectly calculated the annual increase of CPI using a
method which differed from the method used by Statistics Canada and
which yielded a figure that differed from the Statistics Canada published
annual increase of the CPI;

(k)

Class members have suffered damages as a result of the Defendants'
actions;

(1)

The Participating Employers failed to ensure that the indexation rate was
correctly calculated by the Administrator and failed to ensure the correct
amount of pension benefits were paid to the Class Members pursuant to
the Plan;

(m)

The Defendants breached the provisions of the Plan as set out above;

-5-
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Breach of Trust and Fiduciary Duties
(n)

At all material times, the pension funds were to be held in trust by the
Administrator in favour of the Class members;

(o)

Pursuant to the Plan, the declaration of trust, relevant jurisprudence, and
the

Pension Benefits Standards Act, 1985, R.S.C. 1985, c. 32 (2nd Supp.),

s. 8, the Administrator administers the pension funds as a fiduciary and a
trustee;
(p)

The Administrator's actions, as set out above, are contrary to the Plan
terms and constitute a breach of trust and breach of fiduciary duty;

Damages
(q)

Damages sustained by the Class can be assessed on an aggregate basis
using the methods set out in the expert report of Cameron McNeill;

(r)

There is no genuine issue requiring a trial on the Common Issues;

(s)

Class Proceedings Act,

(t)

Rules of Civil Procedure, RRO 1990, Reg 194;

(u)

Pension Benefits Standards Act, 1985, RSC 1985, c 32 (2nd Supp);

(v)

Pension Benefits Standards Regulations, 1985, SOR/87-19; and,

(w)

such other grounds as counsel may advise and this Honourable Court may

1992, S,O. 1992, c. 6;

permit.
THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:
(a)

the pleadings filed herein;

(b)

the affidavit of Philip Cross sworn July 20, 2018;

-
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(c)

the affidavit of Cameron McNeill sworn July 24, 2018;

(d)

the affidavit of Leslie Austin sworn July 25, 2018; and

(e)

the affidavit of Jasmine Randhawa sworn July 25, 2018.
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Court File No.: CV-18-590105-00CP
}

ONTARIO
SUPERIOR COURT OF JUSTICE

BE TWEEN:
LESLIE AUSTIN

Plaintiff
- and -

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.

Defendants
Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF LESLIE AUSTIN

'2-Q018)

(Sworn July

I, Leslie Austin, of the City of London, in the Province of Ontario MAKE OATH
AND SAY:

1.

I am the proposed representative plaintiff in the within action and a member of

the Bell Canada Pension Plan (the "Plan") and as such have knowledge of the matters
hereinafter deposed, except where stated to be on information and belief, in which case I
disclose the source of my information. I believe these facts to be true.

A.

Background and Experiences with Bell Canada

2.

In 1976, I commenced my employment with Newfoundland Telephone Co. in St.

John's Newfoundland. In 1980, I transferred to Bell Canada Inc. at the

Elgin Street,

l�

Ottawa location.

3.

In 1981, I transferred to the Bell Canada Inc. 100 Dundas St., London location.

In 1985, I transferred again to the Bell Canada Inc. training centre at Eglinton Avenue,
Toronto.

15
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4.

I retired on September 30, 2012 and began to receive monthly defined pension

payments under the Plan.

5.

My monthly pension payments as of December 31, 2016 were $2,418.72. My

pension payment indexation in 2017 was $24.19 bringing my monthly pension payment
as of January 1, 2017 to $2,442.91. Attached and marked as Exhibit "A" is a copy of a
statement of my pension entitlement, printed on January 17, 2017.

6.

Bell Canada stated in a document circulated to pensioners that it would only be

providing a pension indexation percentage increase for 2017 of 1% and set out its
method of calculation. Attached and marked as Exhibit "B" is a copy of the document
titled "Bell Cost-of-living adjustments January 2017".

7.

I disagreed with the Bell method of calculation of the indexation as I believed it

was not consistent with the Plan text. On January 4, 2017, I wrote to Bell stating that the
indexation percentage increase for 2017 should have been 2%, which in my case equates
to $48.36 a month. I sent additional emails on this issue to Bell on January 18, 2017 and
January 23, 2017.

8.

On January 25, 2017, I received a response to my January 23, 2017 email

m

which the Administrator advised that the 2017 1% cost-of-living adjustment would
remain unchanged. I followed up on this issue over the course of several months until
September 2017. Attached and marked as Exhibit "C" is a copy of my correspondence
with Bell on this issue.

B.

The Nature of this Action

9.

This action is brought on behalf of:

all persons, wherever resident, who are or were members under the Bell
Canada Pension Plan, or otherwise entitled to benefits under the Plan, and
who were entitled to receive indexed pension payments pursuant to
section 8.7 of the Plan as of January 1, 2017, together with the spouses,
estates, heirs, beneficiaries, and representatives of any of the above who
has died.

-3-

10.

...

The Statement of Claim in this action alleges that the defendants breached their

contractual obligations, and breached trust and fiduciary duties through the incorrect
approach to indexation under the Bell Canada Pension Plan.

C.

My Motivation in Joining this Action

11.

I am willing to act as a representative plaintiff in this action to ensure these

important issues are determined by the court, to promote access to justice for the other
class members, and to bring about behaviour modification.
12.

Brittany Tovee of Koskie Minsky LLP has advised me, and I believe that

litigating

a lawsuit of this nature against the defendant will be very expensive. Ms.

Tovee has advised me that there will likely be substantial expert costs in litigating this
action. I understand that the cost of legal fees and disbursements to litigate this matter
through to trial will likely exceed the amount of any one individual claim.

D.

I am Prepared to Act as Representative Plaintiff in this Action

13.

I am prepared to act as representative plaintiff in this class action. I understand

that as representative plaintiff, I would be obliged to direct this litigation, give
instructions to my lawyers and to act in the best interests of the class members. For
example, I understand that any settlement discussions with the defendants cannot relate
only to my legal issues, but must relate to the claims of the class members as a whole.

14.

I understand the major steps of a class proceeding to include:

(a)

preparing and serving a statement of claim, which has already been done;

(b)

a motion for certification, which I understand involves the court's
consideration of whether this action is appropriate to proceed as a class
action. I also understand there will be cross-examinations for this motion
and that my ability to fairly and adequately represent the class will be in
issue;

16
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( c)

if the action is certified, there would be notice to the class of the
certification and the right to opt-out (i.e. a chance for class members not
to participate in the class action);

(d)

the disclosure and exchange of relevant documents;

(e)

examinations for discovery, where the defendant can examine me about
my claim and those of the class and our counsel can examine the
defendants' representatives;

(f)

a pre-trial conference where a judge can help the parties towards a
settlement of the case;

(g)

a trial of the common issues (i.e. a trial that only deals with the certified
common issues as opposed to the issues of the plaintiff and other class
members);

(h)

notice to the class if individual hearings or participation is required;

(i)

the determination of individual issues, if required;

G)

the distribution of proceeds (if any) of a money award by judgment or
settlement;

(k)

appeals, which might include appeals from the certification motion, other
motions, or the trial of the common issues; and

(I)
15.

settlement discussions, which could happen at any time.

I understand that as representative plaintiff I would have, among others, the

following responsibilities:
(a)

review and keep myself informed of the steps in this litigation;

(b)

familiarize myself with the issues to be decided at the common issues
stage and other issues in the action;

17
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(c)

18

help prepare the affidavits and other materials in support of certification,
other motions and the materials that would be used at a common issues
trial;

( d)

attend any cross-examination on my affidavit or otherwise;

(e)

attend the examinations for discovery;

(f)

assist in preparing and executing an affidavit of documents, which will
list the relevant documents that I have in my possession, power or
control;

(g )

attend at the common issues trial, providing any direction or assistance to
class counsel and give evidence regarding the case;

(h)

express my views on any settlement offers that I receive or that I make on
behalf of class members; and

(i)

assist in preparing materials in support of a court approving any
settlement.

16.

I am committed to actively directing this litigation and maximizing the recovery

for the class. I have been advised by Ms. Tovee and accept that I owe a duty to all
members of the proposed class to provide fair and adequate representation. I intend to
work with counsel to obtain the best recovery for the whole class, consistent with good
faith and meritorious advocacy.

17.

I believe that I can fairly and adequately represent the interests of class members

and I am committed to fulfilling my obligations as their representative.

E.

Experiences with the Office of the Superintendent of Financial Institutions

18.

Prior to the within certification motion, the defendants unsuccessfully sought to

schedule a motion staying this class proceeding in favour of the jurisdiction of the Office
of the Superintendent of Financial Institutions

("OSFI").

19
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19.

I was very concerned with the suggestion by the defendants that OSFI should

determine the merits of this action. I have past experiences with a complaint to OSFI. In
2012, I contacted OSFI concerning the Bell mandatory retirement age and interaction

with the Bell Canada Pension Plan. OSFI responded as follows:
Thank you for your email of April 1 6 , 2012, concerning the Bell Canada
Pension Plan.. [sic]
We appreciate you bringing your concerns to our attention, and have
forwarded your correspondence to the appropriate area within OSFI for
its review and action, as appropriate. However, due to confidentiality
requirements contained in the Office of the Superintendent of Financial
Institutions Act, we will not be able to get back to you with any
information in this regard.
Attached and marked as Exhibit "D" is a copy of the email exchange between myself
and OSFI representatives dated February 20, 2012 to April 25, 2012.

20.

I never received any further follow up or response. Based on my experience with

OSFI, I have significant concerns about the OSFI process. In particular, I am concerned
about the lack of communication and the lack of transparency in the OSFI process.

21.

This lack of transparency is confirmed in the OSFI website, in the FAQ section

which provides as follows:

Q. Will OSFI inform me of what is happening with my complaint?

A. Due to a confidentiality requirement in the OSFI Act, we are not able
to report back to you with any information on the progress or outcome of
our work
Attached hereto and marked as Exhibit "E" is a copy of the OSFI website page titled
"Frequently

Asked Questions" retrieved

bsif/faq/Pages/fi-if.aspx> on

22.

from

<http://www.osfi-bsif.gc.ca/Eng/osfi

July 9, 2018.

Furthermore, I understand that the process for an OSFI complaint will differ

considerably than proceeding with an action in the courts, or even a complaint to other
regulatory bodies like the Financial Services Commission of Ontario which has a
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separate tribunal to hear complaints. I understand that at OSFI, there will not be a trial
or oral hearing, and there is no separate tribunal to determine the issue. I understand that
I may not receive the submissions of the other parties, and may not have an opportunity
to respond, or for my lawyers to cross-examine.

In addition, I understand that any

decision of OSFI is discretionary and if it decides not to take action than there is no right
of appeal. This causes me serious concern as I want to ensure that I will have the right
to participate and have the procedural protections available from the court process.

23.

I directed Class Counsel to commence this proceeding by way of class action. I

believe that the Class and I will have better access to justice by way of class action than
through an OSFI proceeding.

F.

Litigation Plan

24.

I have reviewed a copy of the litigation plan. I understand that the litigation plan

provides for notice to the class members if the action is certified. I do not have the
expertise to evaluate the legal aspects of the plan, but my lawyers have formulated this
plan and I understand from them that it is designed to provide a workable method of
determining the issues in this action. Attached hereto and marked as Exhibit "F" is a
copy of the litigation plan prepared by my lawyers.

25.

I do not have a conflict of interest with the proposed class members with respect

to any of the common issues in this case.

21
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26.

I make this Affidavit in support of the within motions for certification and

summary judgment and for no other purpose.

SWORN BEFORE ME at the City of London,
in the Province of Ontario this l. '5� day of
July, 2018.

Leslie Austin
......
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THIS IS EXHIBIT "A" REFERRED TO IN THE
AFFIDAVIT OF LESLIE AUSTIN
SWORN BEFORE ME, THIS2"}1JAY OF JULY, 2018

A COMMISSIONER FOR TAIUNG AFFIDAVITS, ETC.
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Benefits I Avantages

BCE Group of Companies

LESLIE J AUSTIN
26-14 CADEAU TERR.
LONDON (ON) N6K 4X5
You wil l find enclosed a statement that shows the pension and the other benefits you are entitled to as a Bell
Canada retiree, or beneficiary or su rvivor of a former employee Please read thi s sta tement carefully
.

.

Certification of Pension entitlement coming up

In the last few years. we performed several ti mes an audit on all pensioners of the BCE group of companies to
ensure payments were reaching the appropriate individuals. We are pleased to share with you that our
thorough search confirmed that our administrative pension payments processes are very efficient.

In order to maintain our tight administration processes and as part of good governance, we will continue
performing an audit on pensioners of the BCE group of compani es Going forward, we will be sampling a
portion of the population every year. As such, you could be asked to co mplete and return an audit form in April.
.

Are you keeping In Touch?

The In Touch newsletter and

website

for B ell retirees helps you stay connected with former co lleagues an d

provides important news about Bell and your pension plan.
To be notified when a new issue is available, please subscri be to our email list by visiti ng www.intouch.bell.ca
and clicking on In Touch by email near the top r igh t comer. Once subscribed, we will also send you information
about the latest special offers and Bell initiatives.

Yours truly

,

The Benefits Administrator
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Benefits I Avantages

BCE Group of Companies

LESLIE J AUSTIN
26-14 CADEAU TERR.
LONDON (ON) N6K 4X5
In line with its objective of communicating clear, complete and accurate information, the Benefits Administrator
is pleased to provide you with this statement that includes information on the benefits you are currently eligible
for, as a retiree of Bell Canada. Your statement is based on the following data from our records. If you notice
any discrepancy, please contact the Benefits Administrator. You should keep this document as a reference for
your files.

Personal information

Employee number
Date of birth
Date of retirement

2026992
1947-05-10
2012-09-30

In brief as of January 1, 2017

Monthly pension

$2,442.91

Form of pension payment

Lifetime level pension with a surviving spouse
pension at 60%

(for pension plan purposes only)
Name
Date of birth
Your marital status is established as

TRUDY AUSTIN

Basic Grou p Life Plan

1950-02-12

$48,000
subject to further reduction(s)

of your date of retirement.
Employee Discount Plan

35% reduction applies to virtually all account charges
on the full suite of Bell residential products and
services

g,

ill
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Pension Plan

Upon retirement, you chose a lifetime level pension from the Bell Canada Pension Plan. This means
that y ou receive con stant pension payments, every month for life.

Your monthly pension amounts* are:

$2,418.72
$24.19
$2,442.91
*

Excludes any deductions that may be made on your pension payment, such as income taxes.

The Pension Plan provides an annual automatic ind exatio n of your pension based on th e change in the
Consumer Price Index (CPI) over the 12-month period en ding October 31 immediately preceding the
d ate of pension increa�e. For retirees age 65 or over, the applicable pension indexation rate is equal to

t he greater of:
•

100% of th e change in the CPI, rounded to the nearest whole number, to a maximum of 2%, or

•

60% of the change in the CP!, to a maximum of 4%

If the change in the CPI is negative for a given year, your pension will not be reduced.

1.49%
1.0%
It should be noted that the method used to calculate the percentage of indexation varies from plan to
plan. Bell Canada Pension Plan pensions are indexed based on the provisions of the pension plan as
described above. For example, indexing for government pensions (CPP/QPP) is based on a different
methodology, using the average of the CPI for each month of the 12-month period ending on

October 31 of the precedin g year.

LESLIE J AUSTIN
2026992
Printed on January 17, 2017

2

..
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The pension benefits payable upon death are based on the form of pension payment established at
retirement. The current form of pension payment is a lifetime level pension with a surviving spouse
pension at 60%.

The form of pension payment chosen upon retirement is irrevocable, meaning that the form cannot be
modified once pension payments have started. However, since January 1, 2004, upon a judgement or
separation agreement during retirement and your former spouse waiving his/her entitlement to a
survivor pension, all your future payments would be reinstated (increased) to the pension amount as if
the survivor pension option had been waived at retirement.

If you die before your eligible spouse
Upon your death, 60% of your level pension will be paid to TRUDY AUSTIN, your eligible spouse at
retirement. Therefore, in the event of your death before January 1, 2018, your eligible spouse would
receive a monthly pension of $1,465. 75 for the rest of his/her life. This pension would be indexed
annually.

If your eligible spouse dies before you
Upon retirement, your pension was reduced to take into account the value of the benefits provided to

your spouse upon your death. In the event that your spouse predeceases you, all your future payments
would be reinstated (increased) to the pension amount as if the survivor pension option had been
waived at retirement. In the event that your spouse's death occurs before January 1, 2018, your
pension would be increased to $2,657 .93.
Note that it is your responsibility to advise the Benefits Administrator of your spouse's death as soon
as possible.

Province and registration number:
Applicable legislation:
Solvency ratio at December 31, 2015:

LESLIE J AUSTIN
2026992
Printed on January 17, 2017

Federal
Federal

-

55077

93.8%

3

"'
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Pension legislation requires that an annual actuarial valuation of the Plan must be conducted when the
solvency ratio (assets over liabilities, calculated as if the Plan had been terminated) is less than 1.20.
According to the latest actuar ial valuation performed as at December 31, 2015, the solvency ratio of the
Plan was 93.8% and the funding ratio (assets over liabilities, calculated on a g oi n g -concer n bas is ) was
107 .1 % . A solvency ratio of less than 100% means that if the Plan had been terminated on
December 31, 2015, the Pension Fund would have been insufficient to pay for all of the Plan's
commitments at that date. However, in accordance with pension legislation, the participating companies
are contributing the necessary funds to pay all benefit payments. As at December 31, 2015, the Plan
had a surplus of $977,600,000 on a going-concern basis and a deficit of $997,900,000 on a Plan
termination basis.

Bell Canada and other parti cipating co m pani es under the Plan contribute all amounts necessa ry to
provide for the promised benefits under the DB and the DC ar ra ngements and to pay all administrative
fees, including special payments to liquidate the solvency deficit, as required by the Pension Benefits
Standards Act of 1985, an act covering federally regulated pension plans.
For the year ended December 31, 2015, the pa rticipating companies contributed $462,600,000 to the
Plan, including voluntary contributions of $218,600,000 in excess of the minimum amortization
payments and other required payments for December 30, 2015. Contributions were also made by Plan
members who participate under the DC arrangement of the Plan.

Individual DC accounts are invested in the different investment options offered in accord ance with each
member's allocation. Under the DB arrangement, all funds are held in a trust fund by RBC Investor and
Treasury Services and investments are managed by Bimcor Inc. in accordance with applicable
legislation.
The Plan Administrator reserves the right to amend, modify or even terminate the Plan at any time or to
take contribution holidays when conditions permit. If it ever becomes necessary to terminate the Plan,
the funds must be used to pay accrued benefits. When the Plan's liabilities have been legally paid off,
any balance remaining reverts to Bell Canada.

LESLIE J AUSTIN
2026992
Printed on January 17. 2017

4
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The administrator has established a statement of investment policies and procedures. This statement
provides guidelines for the fund manager(s) as to the level of risk that is consistent with the Plan's
investment objectives. A significant component of it is the asset mix.
The target asset mix is provided for information purposes.

Low

Risk Assets

64.0%

Real Return Bonds
Nominal Bonds

66.5%
9.3%
52.2%

Infrastructure Equity

2.6%

Real Estate

0.2%

Money Market

2.2%

Return Generating Assets
Canadian Equities

36.0%

33.5%
3.9%

Non-canadian Equities

16.4%
3.6%

Dividend Equities
Private Equities

4.2%

Hedge Funds

3.5%

Other

1.9%

Total

100%

To provide an overview of the Plan's investments, here are the top 10 holdings in the portfolio.

Government of Canada - 4.00%, June 1, 2041

2 1 6%

Government of Canada - 5.00%, June 1, 2037

2.02%

Government of Canada - 5.75%, J une 1, 2033

.

1.97%

Government of Canada - 3.50%, December 1, 2045

1.88%

Government of Canada - 4.25%, December 1, 2021

1.79%

Government of Canada - 4.00%, December 1, 203 1
Government of Canada

-

5.75%,

June

1, 2029

1.68%
1.53%

Government of Canada - 1.50%, December 1, 2044

1.42%

Province of Ontario - 3.45%, J une 2, 2045

1.39%

Government of Canada - 2.00%, December 1, 2041

1.33%

Life Insurance

You are covered under the Basic Group Life Option A. Upon your death, your life insurance coverage
of $48,000 will be paid as a tax free lump sum to your designated beneficiaries or your estate, if there is
no beneficiary.

LESLIE J AUSTIN
2026992
Printed on January 17, 2017

5
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Other Benefits
You are eligible for the Employee Discount Plan. This means you benefit from 35% off the cost of Bell
residential products and services- Bell Home Phone, Bell Internet, Bell S atellite and Fibe TV. Buying
from Bell is an easy decision. You're getting the best communications services at a great price. And
you're helping support the continued success of a great Canadian company that you played a key role
in building.

Who Do I Call?
To change your designated beneficiaries, notify a change of address or for any question about your
benefits, do not hesitate to:
•

visit the Benefits at retirement Web site at www.benefits-avantages.hroffice.com;

•

contact the Benefits Administrator from 7:30 a m to 5:00 p.m., Eastern Standard Time, at
.

.

1 888 400-0661.
Benefits Administrator
1, Carrefour Alexander-Graham-Bell, Loc a l DB 1-20
Verdun (QC) H3E 383

LESLIE J AUSTIN
2026992
Printed on January 17, 2017
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AFFIDAVIT OF LESLIE AUSTIN
SWORN BEFORE ME, THIS 7:JDAY OF JULY, 2018

�FOR'£N
� �A...-----:

A COMMISSIONER

VITS, ETC.
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Bell

Cost-of-living adjustments
January 2017

Bell Canada Pension

Plan (the "Plan")

Indexation

The Plan provides for pension indexing each January 1 to partially compensate for cost-of-living increases. This formula
takes into account the retiree's age on January 1 and the increase in the Consumer Price Index (CPI} over a 12-month

period running from N ove mber 1 of one year to October 31 of the next.

How it

works

Under age 65 =The incre a se in
Age 65

the CPI (rounded to the nearest whole number), up to a maximum of 2%

and older = The greater of:
100% of the increase in the CPI
60% of the increase in the CPI

In the year of retirement, the

(rounded to the nearest whole number), up to a maximum of 2% or

(rounded to the nearest 2 decima l points), up to a maxim um of 4%

indexation rate applicable is prorated based on the number of months since the retirement

date.

2017 Pension Indexation
As reported by Statistics Canada forthe month

>-

Increase ln the

ofO�ober each year:

CPI over the 12-month period

=
=
=

Based

J.>

on

the above Plan provisions,

CPI for October 2016=129.1

(A)

CPI for October 2015

(B)

=

127.2

[(A) I (B) ] -1
[129.1/127.2]-1

0.014937

=

1.4937%

here is how the pension indexation is calculated for:

Pensioners under age 65
100% of CPI increase, up to a max of 2% (rounded to the nearest whole number)
= 1.4937%

(rounded to the nearest whole number)

=1%
>-

Pensioners aged 65 and older
The greater

100%
60%

between

(1) and (2) as follow:

of CPI increase up

to a maximum of2% (rounded to the nearest w ho le number)

of CPI increase up to max of 4% (rounded to the nearest 2 decimal points)
(1)

(1)
(2)

=

100% of 1.4937% up to max of 2% (rounded to the ne arest whole number)

=

1 . 4937% (rounded to the nearest whole number)

=1%

(2)

=

60% of 1.4937% up to max of 4% (rounded to the nearest 2 decimal

=

0.89622% (rounded to the nearest 2 decimal points)

points)

=0.90%

The greater between (1) and (2) is 1%.

The 2017 pension indexation is 1% for pensioners under age 65 and 1 % for pensioners aged 65 and older.
The 2017 pension indexation will be reflected on your January pension payment.

.31
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THIS IS EXHIBIT "C" REFERRED TO IN THE
AFFIDAVIT OF LESLIE AUSTIN
SWORN BEFORE ME,

THIS'"t{))AY OF JULY, 2018
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Bell 2017 PENSION INCREASE Printout

les.austin les.austin <les.austin@sympatico.ca>

1/4/2017, 3:23 PM

2017 PENSION INCREASE
To pension plan admln <centre_spec@bell.ca>

There is only one input used to calculate the percentage increase in my Bell Canada Pension Plan payment.
Bell must use the the annual p ercentage increase of the Consumer Price Index as, determined by Statistics
Canada, d u rin g the period of November 1 to October 31 immediately preceding the date of the pension increase:
(paragraph 1.28 of pension plan text)

This year Statistics Canada announced that the Consumer Price Index (CPI) had risen 1.5% for year ending
October 31. 2016.

According to plan text this number 1.5 had to be rounded to nearest whole number, by convention 1.5 is closer to 2
than 1.
As a result my pension should Increase by 2%.

HOWEVER, it appears that Bell is not prepared to use the CPI .as determined by Statistics Canada. Statistics
Canada determines the CPI rounded to one decimal pl ace whereas Bell prefers to calculate the CPI to two decimal
places.which results in a CPI of 1.49%.
,

Bell's unique CPI results In a pension in c rease of 1 %

•

Would bell be willing to go back and reevaluate the use of 1.5% as opposed to 1.49%.
Look forward to receiving your reply.
Leslie Austin

5194723597

hllps:J/webmall.bell.neVappsulte/v;;;;7 .6.1·23.20161130.030539/print.html?prinU 511310657053

1/1
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Ball 2017 COLA for Bell retirees Printout

11/21/2017

les.austln les.austin

1/1812017, 1:31 PM

<les.austin@sympatico.ca>

2017 COLA for Bell retirees
To employee.services <employee.services@bell.ca>

Our Bell Canada Pension Plan

has a

cost

of living adjustment (COLA) clause that reads:

Paragraph 8. 7
On every first day of January, the retirement benefits payable to a Member, the surviving Spouse or the Beneficiary
under the DB Provisions shall be a ugm ented by a percentage determined as follows:
(i)
if, on the date of increase, the Member has not rea ch ed 65 years of age, or
would not have rea ch ed 65 years of age in the case of a surviving Spouse or Beneficiary, the Pension Index,
limited to a maximum of 2% and calculated on a compounded basis.
(ii)
if, on the date of increase, the Member has reached 65 years of age, or
have reach e d 65 years of age in the ca se of a surviving Spouse or Beneficiary, the percentage shall be

would
the greater

of:

(a)
60% of the Pension Index, limited to a maximum
ca lculate d on a compounde d basis: or
(b)

the percentage determined under paragraph

ot4%

and

(i) above.

(iii)
For the purpose of any increase applicable to a Member. the surviving Spouse or
the Beneficiary within the first year of retirement, the applicable percentage hall be prorated, taking into
account the n umber of full calendar months of retirement In the calendar year preceding the date of Increase.

(iv)
All percentage increases shall be rounded to the nearest 2 decimal points, except
the percentage incre ase under paragraph (i) above which shall be rounded to nearest whofe number.
The definition of "Pension Index" is found at paragraph 1.28

of Bell

for

Canada Pension Plan and it reads as follows:

"Pension Index" means the annual pe rcentage increase of the Consumer Price Index, as determined by
Statistics Canada, during the period of November 1 to October 31 immediately preceding the date If pension
/ncrease.[emphasis added]
On November 18, Statistics
Canada, the CPI rose 1.5%

Canada released the CPI data for the last twelve months. According to Statistics
between October 2015 and October 2016 for Canada as a whole. ( http:llwww.slatcan.
gc.ca/daily-ouotidien/161118/dq161118a-eng.htm )
Will you confirm that Bell uses the CPI as determined by Statistics Ca nada and that the CPI or Pension Index that
will be used to determine this years COLA is 1.5%
Regards
Leslle Austin

https://webmail.bell.neVappsuitelv=7.6.1-23.20161130.030539/prinl.html7print_1511310756387
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Bell RE_2017 Pension

11/21/2017

adjustment Printout

les.austin les.austin <les.austin@sympatico.ca>

RE:

1/25/2017, 1:50 PM

2017 Pension adjustment

To Guylalne Pomerleau <guylaine.pomerleau@bell.ca>

Guylaine,
Thank you for your reply.
The text of our pension plan states that the COLA is base on "the annual percentage increase of the Consumer
Price Index, AS DETERMINED BY STATISTICS CANADA"

The calculation as determined by Statistics Canada is:
((Oct 2017 CPI/Oct 2016 CPl)-1)*100 (rounded to one decimal place)::: annual percentage increase in CPI

((129.11127.2)-1)*100=1.5%.
The plan text states that Bell must use the annual percentage increase of the CPI as determined by Statistics
Canada . Statistics Canada always determines their CPI to one decimal place.

Can you point me to the pension plan text that would allow Bell to use another annual percentage increase of the
CPI, other than the one "as determined by Statistics Canada"
Regards
Leslie Austin

-------- Original Message
From: Pomerleau, Guylaine
Date: January 25, 2017 at 11:36 AM
-----·-

Good day,

Here is the answer further to your email to Lucie Fournier regarding the pension
indexation calculation for the Bell Canada Pension plan.

The Plan text requires t hat we use the Consumer Price Index from Statistics Canada. The
Index value was 129.1 for O cto ber 2016 and 127.2 for October 2015, which results in an
annual increase of 1.4937%.

The Plan text then determines how this number is rounded to determine the applicable
rate of increase. The text states that: All percentage increases shall be rounded to the
nearest 2 deci m a l points, except for the final percentage increase which shall be rounded
nearest whole number (the actual indexation rate applied).

to the

Therefore, we need to start the rou n ding process with a number that goes out to at least
2 decimal points. Hence, the 1.49% rounds down to 1% as a whole number.

https://webmail.bell.net/appsulte/v=7.6.1-23.20161130.030539/pr1nt.hlml?print_1511311353348

1/3
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Bell RE_ 2017 Pension adjustment Printout

11/21/2017

·

Statistics canada has chosen to display a percentage change in the Consumer Price Index
on its website each month that has already been rounded to 1 decimal point, so for
October they rounded 1.49% to 1.5%.

It is important to n ote that the pension indexation calculation has been done following
the same steps and process as all other years and is consistent with the plan text.

Finally, you will find enclosed a description of the pension indexation calculations for the
Bell Canada Pension Plan as of December 31, 2016.

Regards,

The pension team

De : les.austin les.austin [les.austin@sympatico.ca]
Envoye : 23 janvier 2017 12:36
A : Fournier, Lucie
Objet : 2017 Pension adjustment

Lucie,
This year, 2017, the annual Bell pension adjustment is bas ed on the "Pension Index" rounded to the
nearest whole number to a maximum of 2% ..
The "Pension Index" is defined as "the annual percentage increase of the Consumer Price I ndex , as
determined by Statistics Canada, d uring the period of N ove m ber 1 to October 31 lmmedlately
preceding the date of the pension increase.
On November 18, 2016 Statistics Canada released the year over year percentage increase in the
Co ns u m er Price Index for the period ending October 2016. Statistics Canada determined that based
on an October 2015 CPI of 127.2 and an October 2016 CPI of 129.1 that the annual percentage
increase of the CPI was 1.5%.
If Bell had accepted this determination made by Statistics Canada, the
effective January 1, 2017 would be 2%.

annual pension adjustment

In a document provided by Bell to the Bell Pensioners Grou p (BPG) a nd published on the BPG web
site, Bell calculates the annual percentage increase to be 1.4937% and as result our annual

percentage adjustment effective January 1, 2017 is

1%.

It a p p ea rs that Bell deviated from the pension plan text by not accepting Statistics Ca nada
determination that the annual percentage in crease of the CPI was 1.5% and in turn by substituting
Bell's own determination that the annual percentage increase of the CPI was 1.4937%.

Does your mandate as Director Benefits extent to Bell's Pension, if it d oes can you explain why Bell
substituted Statistic Canada determination that that annual increase in the CPI rose 1.5% with Bell's
own determination that the CPI rose 1.4937%.

Regards
Leslie Austin

htlps:l/webmail .bell.nelfa ppsuile/v=7.6.1-23.20161130.030539/print.html?prin t_1 511311353348
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26-14 Cadeau Terr.
London. On.
N6K4XS
22 MAY2017
Benefits Administrator
1 Carrefour Alexander-Graham-Bell
Local DBl-20
Verdun. Quebec
H3E 3B3

Bell Canada's Pension Plan has an annual Cost of Living Adjustment (COLA) clause that reads as follows:

On every first day of January, the retirement benefits payable to a Member, the surviving
Spouse or the Beneficiary under the DB Provisions shall be augmented by a percentage
determined as fol/ows:
(i)

if, on the date of increase, the Member has not reached 65 years of age, or
would not have reached 65 years of age in the case of a surviving Spouse or
Beneficiary, the Pension Index, limited to a maximum of 2% and calculated on a
compounded basis.

(ii)

if, on the date of increase, the Member has reached 65 years of age, or
would have reached 65 years of age in the case of a surviving Spouse or
Beneficiary, the percentage shalf be the greater of :
(a)

60% of the Pension Index, limited to a maximum of 4% and

calculated on a compounded basis: or
(b)
(iii)

the percentage determined under paragraph (i) above.

For the purpose of any increase applicable to a Member, the surviving Spouse or
the Beneficiary within the first year of retirement, the applicable percentage
shall be prorated, taking into account the number of full calendar months of
retirement in the calendar year preceding the date of increase.

(iv)

All percentage increases shall be rounded to the nearest 2 decimal points, except

for the percentage increase under paragraph (i) above which shall be rounded to
nearest whole number.

The definition of "Pension Index" reads as follows:
"Pension Index" means the annual percentage increase of the Consumer Price Index, as
determined by Statistics Canada, during the period of November 1 to October 31

immediately preceding the date of pension increase. [e m p h asis

added]

For retirees age 65 and over, the applicable pension indexation rate should be equal to:
The "Pension Index", rounded to the nearest whole number, to a maximum of 2%. (Combination of
paragraphs (i) and (iv) found above).

38
When you replace the term "Pension Index" with its definition, found at paragraph 1.28 of the Pension
Plan, you have the following:
For retirees age 65 and over, the applicable pension indexation rate should be equal to:

The annual percentage increase of the Consumer Price Index, as determined by Statistics
Canada, during the period of November 1 to October 31 immediately preceding the date if
pension increase, rounded to the nearest whole number, to a maximum of 2%.
In my annual Pension statement, from the Benefits Administrator, under the heading 2017 indexation it
states:

"The Pension Plan provides an annual automatic indexation of your pension based on the change
in the Consumer Price Index {CPI) over the 12 month period ending October 31 immediately
preceding the date of pension increase. 11
This statement is not accurate. After (CPI}, it is missing the statement

"

as

determined by Statistics

Canada" it should read:

"The Pension Plan provides an annual automatic indexation of your pension based on the change
in the Consumer Price Index {CPI),

as

determined by Statistics Canada, over the 12 month

period ending October 31 immediately preceding the date of pension increase."

On November 18, 2016 Statistics Canada determined that the CPI chang e, over the 12 month
per iod ·ending O cto ber 31, 2016 to be 1.5%. If B e l l had accepted the CPI c h a nge as determined
by Statistics Canada the COLA for retirees would have been 2%.
However Bell does not accept the Statistics Canada determination, rather they calculate the

change in CPI over the same period to be 1.49% resul ting in a COLA of 1%.
Statistics Canada de ter mi nes all CPI data to one decimal place and as the Bell pension Plan

states that our COLA is based 11on the change in Consumer Price Index, 11as determined by
Statistics Canada" Bell must al so round 1.49% to 1.5% to co mp ly with the explicit wording in the

Pension Plan text.

Will Bell in cr ease my 2017 COLA from $24.19 per month to $48.36 per m onth ? Or in the
alternative will Bell explain why it is not com p lying with the definition of P ensio n Index" that
"

states:

"Pension Index" means the annual percentage increase of the Consumer Price Index, �

determined by Statistics Canada, during the period of November 1 to October 31
immediately preceding the date if pension increase.[emphasis added]
Si n c ere ly

Leslie J Austin
2026992
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I Avantages

July 27, 2017

Leslie Austin

26-14 C adea u Terr.
Lond on , ON N6K 4X5

SUBJECT:

Bell Canada Pension Plan

Dear Leslie Austin,
-----------.. -----·---·-·-------·-· ·-·-"-

This is further to your letter dated May 22, 2017, reg arding your Bell Canada Pension
PlanStatistics Canada determines the Consumer Price Index (CPI) on a monthly basis. The
Pension Index, as defined in the Plan Text regulations, is the annual increase of the CPI
during the period of November 1 to October 31 immediately preceding the date of
pension increase.

The Pension Index used to calculate the Cost of Living Adjustment (COLA} in 2017 has
been determined using the ratio of the monthly CPI, as determined by Statistics Canada,
of October 2016 and October 2015:
CPI October 2016"

-

1

CPJ October 2015*
*

=

129.1

-

1

=

1.4937%

127.2

As determined by Statistics Canada.

In yo ur case, this value Is rounded to the nearest whole number, resulting in a Pension
Index of 1% for 2017. As a result, your Cost of Living Adjustment will re m ain unchanged.
'

. .

Please n ote that even though this year in particular, it may seem that this rounding
method is penalizing for the retiree, for any ratio equal or larger to 1.50%, the result
would be the opposite (the rounding Will be to the advantage to the retiree) .
Should you have any questions, pl ease feel free to contact the Benefits
between 8:30 a.m. and 6:00 p.m., Atlantic Time (AT) at 1·888·400-0661.

Yours truly,

Benefits Administrator
1, Carrefour Alexander-Graham-Bell (Local 081 •20)
Verdun, Quebec H3E 383

_______

,. _ ________

Administrator
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Brittany Tovee
les.austin les.austin <les.austin@sympatico.ca>

From:
Sent:
To:
Subject:
Attachments:

May-11-18 5:25 PM
Brittany Tovee

Fwd: FW: P ension enquiry
FW 2017 Pension adjustment

---------- Original Message ---------From: Benefits

- Avantages <Benefits

Avantages.sociaux@bell.ca>

To: 11les.austin@),sympatico.ca11 <les.austin@sympatico.ca>
Cc: CTRSPEC <centre spec@bell.ca>
Date: Augu st 15, 2017 at 12:20 PM
Subject: FW: Pension enquiry
Hello Mr. Austin,

You already received a detailed an d satisfactory writte n answer in January 2017 explaining how the

2017 Bell indexat ion is calculated as defined in the Pension Plan text. For your reference, please find
attached the email dated on January 25, 2017 sent from the Pension team.

This will be our last correspondence on that matter.

Regards,

Ame l i e
Benefits - Avantages

From: les.austin les.austin [mailto:les.austin@sympatico.ca]
Friday, July 28, 2017 11:16 PM
To: CTRSPEC
Subject: RE: Pens ion enquiry
Sent:

1
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I did they told me they had forwarded to pension group May 30, 2017

.

---------- Original Mes sage
From: CTRSPEC <centre spec @bell.ca>
Date: July 28, 2017 at 3:17 PM
---------

Hi Leslie,

For follow

up on your l ette r please reach out to the Benefits Administrator at 1-888-

391-0005.

Regards,
Jess

From: les.austin les.austin [mailto:les.austin@sympatico.ca]
Sent: Friday, July 28, 2017 4:06 PM

To:CTRSPEC
Subject: Pension enquiry

Can you tell me when I might expect a reply to the letter that I sent to Benefit
Administrator dated May 22 2017.
Regards
Leslie Austin

2026992

Le present courriel et toutes Jes pieces jointes contiennent de J'informatlon privee. exclusive, privilegiee et/ou confidenlielle s'adressant
uniqu emen t au destlnataire. Toute utilisation, copie ou distribution non a utorisee du conte nu de ce courriel est strictement interdite. Si vous
n'etes pas le destinataire de ce messag e et que vous l'avez re9u par erreur, veuillez le supprimer et en informer immediatement l'expediteur.

This e-mail communication. including all attachments. may contain private proprietary, privileged andfor confidential information and is
intended only for the person to whom it is addressed. Any unauthorized use. copying or distribution of the contents of this e m ai l is strictly
prohibited. If you are not the intended recipient of thls e-mall. and have received it in error. please delete it and notify the sender
.

-

immediately.

2
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Bell Printout

11/l!l/i!Ulf

les.austln les.austin <les.austin@sympatico.ca>

9/18/2017,

6:05

PM

fo CTRSPEC <centre_spec@ bell.ca> employee.services <employee.services@bell.ca>
•

Benefits

Administrator

Employees' Benefits Committee

In a letter dated June 27, 2017, sent to

me

by Bell's Benefit Administrator, the Benefit Administrator states:

'The Pension Index, as defined in the Plan Text Regulations, is the annual increase of the
November 1 to October 31 immediately preceding the date of pension increase"

CPI during the period of

me a copy of the Plan Text Regulations, If that is not possible can you send me
documentation that would confirm the definition of the term "Pension Index"

Will you please send

a copy of any

The reason I

am asking is, if the above definition is accurate and the ''pension Index" is based simply on the annual
increase of the CPI then the "Pension Index" for 2017 should be be the annual increase of the CPI between
October 2015 and October 2016, that Is the difference between 129.1 and 127.2or1.9 and when 1.9 is rounded to
the nearest whole number our COLA for 2017 would have been 2%.
I look

forward

to

receiving your reply.

Regards
Leslie Austin

(2026992)

htlps:!/webmail.bell.neUappsuile/v=7.6.1-2320161130.030539/print.html?prinU511312457473

1/1

•
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THIS IS EXHIBIT "D" REFERRED TO IN THE
AFFIDAVIT OF LESLIE AUSTIN
SWORN BEFORE ME, THIS'LlYJAYOF JULY, 2018

A COMMISSIONER FOR TAKING AFFIDAVITS, ETC.
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Brittany Tovee
From:

les.austin les.austin

Sent:

April-18-18 5:44 PM
Jonathan Ptak; baer
Fwd: 9987_Austin, Leslie_Bell Canada's Mandatory retirement policy

To:

Subject:

<

les.austin@sympatico.ca>

---------- Original Message ---------From: Information <Information@osfi-bsif.gc.ca>
To: leslie austin <les.austin@sympatico.ca>
Date: April 25, 2012 at 11:02 AM

Subject: 9987_Austin, Leslie_Bell Canada's Mandatory retirement p olicy
Dear Leslie,

Thank you for your email of April 16,

2012, concerning the Bell Canada Pens i on Plan ..

We appreciate you bringing your concerns to our attention, and have forwarded your
correspondence to the appropriate area within OS FI for its review and action, as
appropriate. However, due to confidentiality requirements contained in the Office of the
Superintendent of Financial Institutions Act, we will not be able to get back to you with any
information in this regard.

Again, thank you for taking the time to write and for sharing your comments with us.

Sincerely,

Melanie Carriere
Correspondence O ffi c e r I Agente de la correspondance
Communications and Consultations/ Communications et consultations
Office of the Superintendent of Financial Institutions/ Bureau du surintendant des
institutions financieres
255 Albert St. Ottawa ON

KlA OH2

/ 255, rue Albert, Ottawa (Ontario) KlA OH2

Telephone I Telephone 1-800-385-8647
Facsimile/ Telecopieur

613-990-5591
1
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Government of Canada/ Gouvernement du Canada

From: leslie austin [mailto:les.austin@sympatico.ca]
Sent: April-16-12 2:04 PM

To: Information
Subject: 9987_Austin, Leslie_Bell Canada's Mandatory retirement policy

I

am

a Bell Canada employee, and a member of the Bell Canada Pension Plan. This plan is

registered with the Office of the Superintendent Financial oflnstitutions (OSFI) under plan
No.55077.

Bell Canada is the pension plan sponsor and is also the pension plan administrator.

In Sept 2011, I requested and received a copy of the Bell Canada Pension Plan text from the
pension plan admini strator This text contained provisions detailing Bell's long standing policy
.

of mandatory retirement at age 65.

In January 2012, in resp onse to a complaint that I had filed with the Canadian Human Rights
Commission (CHRC), I was advised by the CHRC that Bell had abolished its mandatory
retirement at age 65 policy as of April 1, 2010.

After re c eiving this information from the CHRC, I contacted Bell, and they confirmed that they
no longer had a mandatory retirement policy.

Bell agreed to forward to me a copy of the Pension Plan Amendment that ended mandatory
retirement. This amendment was not dated. However it was effective March 11, 2010.

Bell Canada has acknowledged that to date, the contents of this amendment have not been
communicated to plan members, other than "active" members who
65.

2

are

within 6 months of age

46
Based on the information that I have provided above and the e-mails attached below, would the
OSFI originate an investigation to ascertain if Bell Canada has breached Section 8 and 23 of the
Pension Benefit Standard Act

[l]

(PBSA)

more specifically:

Did Bell breach the PBSA by not informing plan members within 60 days of amending

the pension plan?
[2]

Did Bell breach the PBSA by providing me, in September 2011, with a copy of the

pension plan that was not current?

I look forward to receiving your reply.

Regards

From: lucie.fournier@bell.ca
To: les.austin@sympatico.ca
Date: Wed, 7 Mar 2012 14:03:54 -0500
Subject: RE: Mandatory retirement policy
H e ll o

,

There was no com m u ni c at i o n to all employees. However, w hen an active employee is 6 months away from age 65,

he receives information on the applicable working conditions should he continue working after age 65.
Lucie

From: leslie austin [mailto:les.austin@sympatico.ca]
March 7; 2012 10:58 AM
To: Fournier, Lucie (BCE1136)
Subject: RE: Mandatory retirement policy

Sent:

Goodmorning Lucie,
Can you tell me when this amendment was released and how it was communicated to Plan members.
Regards

Leslie

3
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From: lucie.fournier@bell.ca
To: les.austin@sympatico.ca
CC: lucie.dutil@bell.ca
Date: Tue, 6 Mar 2012 14:25:47 -0500
Subject: RE: Mandatory retirement policy
Dear Mr Austin,

The cha nge s to the pension plan to reflect the possibility of an emplo ye e retiring after age 65 were effective in
March 2010. P lease find attached the a men d m ent to the pension plan text providing for the latest date of
reti remen t being no later than the end of the calendar year in w hi c h an employee attains 71 years of age.

With respect to the information on the benefits web site, the definition in the glossary sect i o n for the normal
re ti re me n t age will be adjusted to no longer refer to mandatory retirement. This is an oversight on our pa rt and

should already have been modified. It will read as follows:
Normal Retirement Date: Last day of the month in which you reach age 65

Re gards

,

Bell
Lucie Fournier
Director -Benefits/ Diredeur -Avru1ta/jes sociau.x
BCE Inc.

(514) 870-0967

From: leslie austin [mailto:les.austin@sympatico.ca]
February 20, 2012 7:17 PM
To: Dutil, Lucie (BCE1345)

Sent:

Cc: Fournier, Lucie (BCE1136)

Subject:

Mandatory retirement policy

4
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I am writing to you as you have identified yourself as the person in charge of ensuring that Bell's Pension
plan is administered as per the plan provisions and in line with pension regulations.

In Sept 2011, the Director Benefits, Lucie Fournier sent me a copy of Bell canada's Pension Plan text that
included the following provision at paragraph 5.3:

')1n Employee who terminates employment after having obtained age 55 may elect to retire on the last
day of any month thereafter but no later than the date Pensionable Age is obtained. .....
"

In Section 1 of the same Pension Plan text at paragraph 1.26, Pensionable Age is defined as meaning

"the last day of the month during which a member attains the age of 65'�

Also, on Bell's Benefits web site you will find the following,

The Defined Benefit (DB) arrangement section of the Pension Plan module is your one-stop shop for
information about the Defined Benefit arrangement of the company Pension Plan.

In the Glossary section you find the following definition of Normal Retirement Date,

''Last day of the month in which you reach age 65. Note that as per the mandatory retirement policy of
the company, your employment cannot continue beyond that date"

On Friday January 30, 2012 I participated on a conference call with Lucie Fournier and Bell's Dr. Demers.
On that call I was surprised to learn that Bell no longer had a mandatory retirement policy.

For full disclosure a few days after that conference call I received a Report from the Canadian Human
Rights Commission (CHRC) that states Bell has abolished its mandatory retirement policy.

Given what I was told by Lucie Fournier and the statement in CHRC report, I am confident that Bell no
longer has a mandatory retirement policy at age 65.

5
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Can you tell me when the changes to the Pension Plan abolishing mandatory retirement were made and
when will the Pension Plan text and the web site be updated to reflect Bell's new retirement policy.

Regards

Leslie Austin

2026992

6
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THIS IS EXHIBIT "E" REFER.RED TO IN THE
AFFIDAVIT OF LESLIE AUSTIN
SWORN B EFORE ME, THISl /"DAY OF JULY, 2018
..

A COMMISSIONER FOR TAKING AFFJDA VITS, ETC.
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http://www.osti-bsif.gc.ca/Eng/osfi-bsif/faq/Pages/fi-if.aspx

Financial Institutions

"*-I
I ,,..

Government
of Canada

Canada

Gouvemement
du Canada

Office of the Superintendent of Financial Institutions
Home
;.,;.·c

>

OSFI

>

Frequently Asked Questions

. . ,.,'/...,. • ;. •. �;:-.;;
- ·.,·�;1.•.,;_,·-:.·:1•.-:r1r. ·.:_.. .,._,. •

>

Fin a nci a l Institutions

w.;aau:
,..,.ir.-:... .,.,, •. ,.,...�..,......_....._-...r.._,..-• .-.'ICl'.-..-......-.-....--.-.....a.r. ....,�

m-em=r.-=-=w•W

. ..,.,.,

===-

---=,=---� _..,._-,,.,�JC.I

Financial Institutions
Introduction
The Office of the Superintendent of Financial Institutions (OSFI) regulates and supervises all banks and
federally incorporated or reg istered trust and loan companies in Canada, as well as insurance companies,
cooperative credit associations and fraternal benefit societies.
Our mandate is to:
•

Ensure that federally regulated financial institutions and pension plans are financially sound and
meeting minimum plan funding requirements respectively, and are complying with their governing law
and OSFis re q ui re m ents ;

•

Promptly take action o r advise institutions t o take prompt corrective action when material deficiencies
have been identified;

•

Build and maintain a regulatory framework that promotes the adoption of policies and procedures
meant to control and manage risk;

•

Monitor and evaluate system-wide or sectoral issues that may impact institutions negatively.

OSFI's legislation recognizes the need for institutions to compete effectively and take reasonable risks. Our

legislation states that management, boards of directors and plan administrators are ultimately responsible and
financial institutions and pension plans can fail.

Frequently Asked Questions
1. Q. Where can I obtain a listing of federally reg u lated financial institutions in Canada?
2. Q. Where can I obtain the history/incorporation documents for a federally registered financial

institution?
3. Q. Is my financial institution safe? Can I obtain information from OSFI about its profitability and rating?
4. Q. How can I file a complaint against my financial institution?
5. Q. I have a complaint about my bank's brokerage services - can OSFI help me resolve it?
6. Q. How can I find out what happened to funds in an old (dormant) bank account?
7. Q. Is OSFI involved in deterring and detecting money laundering?
8. Q. What role do FINTRAC and OSFI play in these crime-detecting efforts?
9. Q. With so many reports of hacking and cyber-attacks in the news these days, can I count on OSFI to

work with banks to protect deposit holders against such attacks?
10. Q. I have some concerns about my life, health or property and casualty insurance - can OSFI respond

to my concerns?
11. Q. I have a question about the legality of a clause in the contract I have with my insurance company.

Can OSFI help me with that?
12. Q. What about ot her insurance questions? Where do I turn if I need help with them?
13. Q. How does OSFI respond to whistleblowers

-

including

a llegations

that a financial institution is

engaging in misconduct or illegal business practices?
14. Q. Will OSFI inform me of what is happening with my complaint?

A. Due to a confidentiality requirement in the OSFI Act, we are not able to report back to you with any
information on the progress or outcome of our work
Modified Date: 2015-09-14

I of!

09/07/2018, 5:39 p.m.
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THIS IS EXHIBIT "F" REFERRED TO IN THE
AFFIDAVIT OF LESLIE AUSTIN
SWORN BEFORE ME, THISl..�AY OF JULY, 2018
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Court File No.: CV-18-59010500CP

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
LESLIE AUSTIN

Plaintiff
- and -

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.

Defendants
Proceeding under the Class Proceedings Act, 1992

LITIGATION PLAN

1.

At the certification motion, the plaintiff will seek certification of some or all of the
following common issues ("Common Issues"):

Breach of Contract

(a)

Did the Defendants owe a contractual obligation to provide pension indexation
under the Plan? If so, what amount of pension indexation ought to have been
applied and provided in respect of the year 2017?

(b)

Did the Defendants breach their contractual obligations?

Breach of Trust and Fiduciary Duty

(c)

Does Bell Canada, as administrator of the Plan, owe a duty as a trustee to the
class?

(d)

If so, did Bell Canada breach its duty as a trustee?

(e)

Did Bell Canada, as administrator of the Plan, owe a fiduciary duty to the class?

(f)

If so, did Bell Canada breach its fiduciary duty?

..

Damages
(g)

If one or more of the above common issues are answered affirmatively, can the
amount of damages payable by the Defendants be determined on an aggregate
basis? If so, in what amount?

NOTIFICATION OF CERTIFICATION AND OPT OUT PROCEDURE
2.

The plaintiff requests that the Court settle the form and content for notification of the
certification of this action (the

"Notice of Certification"), the timing and manner of

providing Notice of Certification
being three

3.

("Notice Program") and set out an opt-out date as

(3) months following the date of the Certification Order.

The plaintiff requests that the defendants pay the costs of the Notice Program and the
dissemination of the Notice of Certification.

4.

The plaintiff will seek and order that the defendant send to Class Counsel and the
Administrator, within sixty

(60) days of the certification order, or the final determination

of any appeals thereof ("Certification Order"):

(a)

a list of all known members of the Class, including their last known addresses and
contact information, including any e-mails and phone numbers, as available.

5.

The plaintiff proposes that Notice of Certification be disseminated as follows:
(a)
(b)

by mailing and emailing notice to all class members identified by the defendant;
by an automated phone call notice to all class members identified by the
defendant;

(c)

by placing, within sixty (60) days of the certification order, or the final
determination of any appeals thereof, newspaper notice(s) in 1/4 of a page size in
one newspaper with national circulation;

(d)

by posting a notice on class counsels' and the Administrator's (defined below)
website;

(e)

by posting a notice on the pension section of the website for the Defendant;

(f)

by forwarding the notice to any class member who requests it;
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(g)

by the Administrator establishing a toll-free telephone support line to provide
assistance to class members, family, guardians or other persons who make
inquiries on their own behalf or on behalf of class members; and

(h)

6.

by such other notice as counsel may request and the Court directs.

The plaintiff will ask the Court to approve an opt-out Form to be used by class members
wishing to opt out of the class action, which will require the class member to provide
sufficient information to establish their membership in the Class.

7.

The plaintiff will ask that the Court appoint an Administrator to organize and receive opt
out Forms or other written documentation from any class member opting-out of the class
action. Only written elections to opt out will be accepted and must be delivered to the
Administrator within the aforementioned deadline.

8.

Within sixty (60) days after the expiration of the opt-out period, the Administrator will
deliver to the Court and the parties an affidavit listing the names of all persons who have
opted out of the class action.

LITIGATION STEPS PRIOR TO THE DETERMINATION OF THE COMMON ISSUES

Pleadings and Production

9.

The defendant shall serve a statement of defence within thirty (30) days from the date of
Certification Order.

10.

The plaintiff shall have thirty (30) days from service of the defendant's statement of
defence to serve a reply, if any.

11.

All pleadings in the action shall be served and filed within sixty (60) days from the
Certification Order.

12.

Within sixty (60) days from the Certification Order the parties shall agree upon a
timetable for production of documents and examinations, to be approved by court order.

13.

The plaintiff shall apply for such further directions as may be required.

�

Case Management Conference ("CMC")

14.

The plaintiff proposes that the CMC of this action be fixed for hearing within sixty

(60)

days of the Certification Order at a place to be fixed by the case management judge, to:
(a)

address any issues related to a production an<l examination timetable between the
parties; and

(b)

set dates for further CMCs as necessary.

Common Issues Trial

15.

The common issues trial will determine the Common Issues at a time and place fixed by
the Court, in the City of Toronto.

LITIGATION STEPS FOLLOWING THE DETERMINATION OF COMMON ISSUES
FAVOURABLE TO THE CLASS

Notice of Resolution of Common Issues

16.

The plaintiff will request that the Court settle the form and content for notification of the
resolution of the Common Issues and the claims and individual issues processes ("Notice
of Resolution"),

the timing and manner of providing the Notice

of Resolution

("Resolution Notice Plan") and requiring class members to file claims ("Claim Forms")

by a fixed date with a person designated by the Court (the "Administrator").

Valuation of Damages

17.

Assuming that one or more of Common Issues are resolved in favour of the plaintiff, the
plaintiff proposes the following methods for assessing and distributing damages for the
class members as follows:

(a)

18.

aggregate damages to be distributed in a manner to be determined by the Court.

The plaintiff is seeking an aggregate assessment of monetary relief as a common issue. If
aggregate damages are not awarded, or if the Court concludes that assessments are
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required in addition to a determination of aggregate damages, it may still be necessary to
establish a procedure in accordance with section
S.O.

25 of the Class Proceedings Act, 1992,

1992, c. 6 ("CPA"), to determine the individual damages of Class Members, or any

other individual issues as directed by the court.

19.

Within ninety

(90) days of the issuance of the judgment on the common issues, the

parties will convene for argument relating to section

25 of the CPA to determine the

appropriate process to determine the individual issues, if any.

20.

At that hearing, both parties will be at liberty to make submissions regarding the
methodology for resolving the remaining individual issues. Given the defendants have all
of the records pertaining to the pension entitlements of each class member it should be
unnecessary to require any testimony or records from the class members.

E.

MISCELLANEOUS REQUIREMENTS OF THE LITIGATION PLAN

Communication with Class Members

21.

The plaintiff has a toll-free line and communications centre to permit class members to
contact class counsel, obtain answers to questions and to provide information necessary
to assist in the advancement of the action.
Review of the Plan

22.

This Litigation Plan may be reconsidered and revised under the continuing case
management authority of the Court after the determination of the common issues or upon
application by the parties.

23.

Class Counsel's legal fees are subject to court approval under the CPA.
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Claims Administration

24.

Plaintiffs counsel will propose that the Administrator provide the claims administration
for any settlement achieved, for global damages distribution and individual damages
determinations.

25.

If a settlement is achieved and a settlement fund is provided, the Administrator will
administer payments out of the fund to claimants based on the procedures set out above,
with approval and/or modification by the Court.

Class Action Website

Class Counsel has a website page dedicated to this action and posts updates and
important documents for the benefit of class members being kept up to date.

KM-3228579vl

Leslie Austin

v.

Bell Canada et al.

Court File No.: CV-18-590105-00CP

ONTARIO
SUPERIOR COURT OF JUSTICE

Proceeding commenced at Toronto
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(Sworn July
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KOSKIE MINSKY LLP
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Court File No.: CV-18-590105-00CP
ONTARIO
SUPERIOR COURT OF JUSTICE

B E TWE E N :
LESLIE AUSTIN

Plaintiff
- and -

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.

Defendants
Proceeding under the Class Proceedings Act, 1992

AFFIDAVIT OF JASMINE RANDHAWA

(Sworn July zst\ 2018)
I, Jasmine Randhawa, of the City of Brampton, MAKE OATH AND SAY:

1.

I am a legal assistant at Koskie Minsky LLP, one of the law firms in the counsel

team for the proposed representative plaintiff in this action, and as such have knowledge
of the matters hereinafter deposed.
2.

The within action was commenced by way of Statement of Claim that was issued

on January 16, 2018. Attached hereto and marked as Exhibit "A" is a copy of the
Statement of Claim.
3.

On December 20, 2017, Brittany Tovee, one of the lawyers at Koskie Minsky

LLP, wrote to the Plan Administrator on behalf of Mr. Austin requesting certain
information relating to the Plan.

Attached and marked at Exhibit "B" is a copy of the

December 20, 2017 letter.
4.

The representative of the Plan Administrator, Eric Deslaurier, sent Ms. Tovee

information relating to the plan on January 8, 2018 and January 12, 2018:
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(a)

the

Bell

Canada

Pension

Plan

Text,

restated

May

1,

2013

and

amendments. Attached and marked at Exhibit "C" is a copy of the Bell
Canada Pension Plan Text and amendments;
(b )

the Bell Canada Pension Plan Actuarial Valuation, as of December 31,
2016. Attached and marked at Exhibit "D" is a copy of the Bell Canada
Pension Plan Text Actuarial Valuation; and

(c)

the Bell Canada Pension Plan Annual Information Return, reporting date
December 31, 2016. Attached and marked at Exhibit "E" is a copy of the
Bell Canada Pension Plan Annual Information Return.

Attached and marked at Exhibit "F" is a copy of the email chain between Mr. Deslaurier
and Ms. Tovee attaching the above documents.
5.

Attached and marked at Exhibit "G"

IS

a copy of the Statistics Canada

publication entitled "Canadian Consumer Price Index Reference Paper" (Statistics
Canada Catalogue No 62-553-X) retrieved from <http://www.statcan.gc.ca/pub/62-553x/62-553-x2015001-eng.pdf> on July 19, 2018.
6.

Attached and marked at Exhibit "H"

IS

a copy of the Statistics Canada

publication entitled "The Consumer Price Index October 2016" (Statistics Canada
Catalogue No 62-001-X) retrieved from <https://www150.statcan.gc.ca/nl/pub/62-001x/62-001-x2016010-eng.pdf> on July 19, 2018.

SWORN BEFORE ME at the City of Toronto,
h
this 25t day of July, 2018.
Jasmine Randhawa

Brittany Tovee
l-S # 7j08Gt.

-

THIS IS EXHIBIT "A" REFERRED TO IN THE
AFFIDAVIT OF JASMINE RANDHAWA
SWORN BEFORE ME, THISZ.DAY OF JULY, 2018

AK/NG AFFIDAVITS, ETC.

ee
Brittany Tov

-

�

_

62

Court File No.:
ONTARIO
SUPERIOR COURT OF JUSTICE
BET,WEEN:
'

LESLIE AUSTIN
Plaintiff
- and-

BELL CANADA, BELL MEDIA INC.,
EXPERTECH NETWORK INSTALLATION INC., and BELL MOBILITY INC.
Defendants
Proceeding under the Class Proceedings Act, 1992

STATEMENT OF CLAIM
TO THE DEFENDANT
A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
plaintiff. The claim made against you is set out in the following pages.
IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer
acting for you must prepare a statement of defence in Form 18A prescribed by the Rules
of Civil Procedure, serve it on the plaintiffs lawyer or, where the plaintiff does not have
a l awyer, serve it on the plaintiff, and file it, with proof of service, in this court office,
WITHIN TWENTY DAYS after this statement of claim is served on you, if you are
served in Ontario.
If you

are

served in another province

or

territory of Canada

or

in the United

States of America, the period for serving and filing your statement of defence is forty
days. If you are served outside Canada and the United States of America, the period is

sixty days.
Instead of serving and filing a statement of defence, you may serve and file a
notice of intent to defend in Form l 8B prescribed by the Rules of Civil Procedure. This
will entitle you to ten

more

days within which to

serve

and file your statement of

defence.
IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE
GIVEN AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE
TO YOU. IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO
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PAY LEGAL FEES, LEGAL AID MAY BE
CONTACTING A LOCAL LEGAL AID OFFICE.

AVAILABLE

TO

YOU

BY

IF YOU PAY THE PLAINTIFF'S CLAIM, and $10,000 for costs, within the
time for serving and filing your statement of defence, you may move to have this
proceeding dismissed by the court. If you believe the amount claimed for costs is
excessive, you may pay the plaintiffs claim and $400.00 for costs and have the costs
assessed by the court.

TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED
if it has not been set down for trial or terminated by any means within five years after the

action
Date:

was

commenced unless otherwise ordered by the court.

January 16, 2018
Address of
court office

TO:

Bell Canada

1 Carrefour Alexander-Graham-Bell
A-7
Verdun QC H3E 3B3
Canada

Bell Media Inc.
299 Queen Street West
Toronto, ON M5V 2Z5
Canada

Expertech Network Installation Inc.
1 Carrefour Alexander-Graham-Bell
A-7
Verdun QC H3E 3B3
Canada
Bell Mobility Inc.

1 Carr efour Alexander-Graham-Bell
A-7
Verdun QC H3E 3B3
Canada

393 University
1 oth Floor
Toronto, ON M5G IE6
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CLAIM
I.

The plaintiff claims:

(a)

an

order

certifying this action

class proceeding and appointing the

as a

Plaintiff as representative plaintiff for the Class;

(b)

declaration that the Defendants improperly calculated the rate of

a

indexation under the Bell Canada Pension Plan;

( c)

a

declaration that the Defendants breached their fiduciary and trust duties

to the Plaintiff and Class Members;

(d)

a

declaration

that the Defendants breached the terms of the contract set

out in the Bell Canada Pension Plan;

(e)

a

declaration that the Defendants

are

liable to the plaintiff and Class

Members for damages caused by the Defendants' breach of contract and
breach of fiduciary and trust duties to the Plaintiff and Class Members;

(f)

(g)

damages payable by the Defendants for breach of fiduciary and trust
duties, and breach of contract in the amount of

$150,000,000

greater amount

or

an

as

may be determined by the court;

order that the Defendants

adjust the indexation

amounts

the class and pay the Class Members the amounts owing
interest, and
applied to the
put in the

an

order that all future indexation

or

or

such

applicable to
to

date, plus

other increases be

adjusted pension amounts such that the Class Members

same

position

as

if the 2017 indexation amounts

were

are

correctly

calculated at first instance;

(h)

costs of this action

on a

provides full indemnity;

substantial indemnity basis

or

in

an

amount that

..
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prejudgment and postjudgment interest pursuant to the Courts of Justice

(i)

Act, R.S.O. 1995,

c.

C. 43,

as

amended;

pursuant to section 26 of the Class Proceedings Act, 1992 , S.O. 1 992,

G)

6, the

costs

c.

of notice and administering the plan of distribution of the

recovery of this action, plus applicable taxes; and
such further and other relief as this Honourable Court may deem just.

(k)
A.

OVERVIEW

2.

This class proceeding arises out of the incorrect approach used by the Defendants

to calculate the cost of living indexation pursuant to the Bell Canada Pension Plan

"Plan"). As

a

(the

result of the Defendants' incorrect approach, the Class Members have been

short-changed their full pension entitlement under the Plan.
3.

The Plan is

a

binding contract between the Defendants and the Class Members.

The benefits under the Plan, including proper indexation of the Class Members'
pensions, constituted deferred compensation earned by the Class Members in the
of their employment. Assets in the Plan's pension fund
Defendants

as

are

course

held in trust by the

trustees and :fiduciaries to the Plaintiff and Class in accordance with the

Plan terms.
4.

Indexation under the Plan provides necessary cost-of-living

beneficiaries to
an

that their pension payments keep pace with inflation. Retirees

extremely vulnerable group who

inflation
5.

ensure

adjustments for Plan

are

dependent

on

are

their pensions and the necessary

adjustments.

The method of calculation of indexation is set out in the Plan. The Plan provides

that the indexation rate is to be based
Consumer Price Index,

as

on

"the annual percentage increase of the

determined by Statistics Canada, during the period of

November 1 to October 31 immediately preceding the date of the pension increase".
Statistics Canada determines annual percentage increases which
website. The Defendants failed

to use

are

published

on

its

the published Statistics Canada percentage

66
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increase

as

required by the Plan. Instead, the Defendants incorrectly took

approach and calculated

a

different figure which resulted in

a

a

different

lower annual increase to

the detriment of the Class Members.
The Defendant's incorrect approach resulted in

6.

indexation for the 2017 year. This
pensions for the class

as a

error

a

difference of 1 percent of

has caused significant loss to the value of the

whole.

THE DEFENDANTS

B.
7.

Bell

Canada ("Bell

Canada"

corporation incorporated pursuant

to

or

the

"Administrator-Defendant") is

the laws of Canada that carries

on

a

business in

communications and media. Bell Canada maintains its headquarters in Verdun, Quebec.
Bell Canada is the administrator of the Plan.
Expertech Network Installation Inc. is

8.

a

corporation incorporated pursuant to the

laws of Canada. Expertech Network Installation Inc. maintains its headquarters in

Verdun, Quebec at the same corporate address
Bell Mobility Inc. is

9.

a

as

Bell Canada.

corporation incorporated pursuant to the laws of Canada.

Bell Mobility Inc. maintains its headquarters in Verdun, Quebec at the
address
10.

as

same

corporate

Bell Canada.

Bell Media Inc. is

a

corporation incorporated pursuant to the laws of Canada.

Bell Media Inc. maintains its offices in Toronto, Ontario.
11.

Bell TV Inc. is

laws of Canada.
employed

some

12.

on

dissolved corporation which was incorporated pursuant to the

It maintained its headquarters in Montreal, Quebec and previously

of the Class Members. Upon dissolution in 2006 its pension obligations

to the Class Members
Plan

a

were

assumed by Bell Canada which continues to contribute to the

behalf of the former employees of Bell TV Inc.

Bell Canada, Bell Media Inc., Expertech Network Installation Inc., and Bell

Mobility Inc. and Bell TV Inc. (collectively, the "Employ er-Defendants"), are
participating and contributing employer companies under the Plan.
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C.

THE PLAINTIFF

13.

The plaintiff, Leslie Austin

("Austin"

or

the

"Plaintiff') resides in London,

Ontario. In 1976, Mr. Austin commenced employment with Newfoundland Telephone
Co., located in St. John's, Newfoundland. In 1980, Mr. Austin

was

transferred to Bell

Canada at the 100 Elgin Street, Ottawa location.
14.

Mr. Austin

in 1981. He

was

was

transferred to the Bell Canada 100 Dundas St. , London location

then transferred again to the Bell Canada training centre at Eglinton

Avenue, Toronto in 1985.
15.

Mr. Austin retired in September, 2012 and began

to

receive monthly defined

benefit pension payments under the Plan.
D.

THECLASS

16.

The Plaintiff brings this action under the Class Proceedings Act, 1992, S.O.

1992,

c.

6

on

behalf of:

all persons, wherever resident, who

-

("Class Members"

E.

members under the Bell

or the

"Class")

THE PENSION PLAN
i.

17.

are or were

Canada Pension Plan, or otherwise entitled to benefits under the Plan, and
who were entitled to receive indexed pension payments pursuant to
section 8.7 of the Plan as of January 1, 2017, together with the spouses,
estates, heirs, beneficiaries, and representatives of any of the above who
has died.

General

Bell Canada and its related entities make up

one

of the largest Canadian

communications organizations which has thousands of current and former Canadian
employees.
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18.

The Plan constitutes

binding contract between the Class Members and the

a

Defendants. In exchange for labour, the Class Members
the commitment to provide

a

were

compensated in part with

guaranteed stream of income upon retirement

event triggering entitlement under the

Plan) in the form of

a

(or other

monthly pension. The

pension constituted deferred compensation for the Class Members' employment.
pension

was

to be provided in accordance with the terms of the Plan,

The

administered by

Bell Canada.
19.

The Plan consists of

component.

a

defined benefit component and

The defined contribution component

and since that time

new

was

a

introduced

defined contribution
on

January I, 2005

employees have been covered by the defined contribution

component.
20.

The Employer-Defendants participate in and make contributions to the Plan.

21.

The pension fund of the Plan is

a

trust held by the Defendants for the benefit of

Plan members.
22.

The Plan is governed by the Pension

regulations. The Plan is

Benefits Standards Act, 1985 and its

subject to federal oversight and regulated by the Office of the

Superintendent of Financial Institutions.

(1) Plan Membership Makeup
23.

As of December 31, 2016, the Plan has 77 ,273 members that live throughout

Canada and abroad.
24.

Of the 77,273 Plan members:

(i.e. accruing benefits) members;

(a)

30,717

are

active

(b)

32,04 1

are

retired members;

(c)

3,004

are

receiving

a

survivor pensions;
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(d)

6,436

( e)

678

are

are

terminated employees entitled to

members transferred

out

a

deferred pension;

of the Plan for future benefit accrual

with past service and liabilities remaining in the Plan; and

(f)

4,397

were

former employees with defined contribution entitlements not

yet transferred out of the Plan.
25.

As of December 31, 2016, the makeup of Plan members

(a)

was as

follows:

Active Plan members accounted for 40 percent of the total membership,
and retirees and survivor members receiving pension payments make by
45 percent of the total membership;

(b)

The average age of Plan members

was

43.9 years. The average age

was

50. 7 for the defined benefit component Plan members years and 40.2
years for the defined contribution component Plan members;

(c)

The average

length of service of plan members

was

14.7 years. The

average length of service for defined benefit Plan members

was

24.6

years and 9 .3 years for defined contribution Plan members;

( d)

The average age of retiree Plan members

was

70. 7 and the average age of

survivor Plan members is 77.5; and,

(e)

There

were

32,041 retired members receiving

survivors receiving

(f)

a

(ii)

30,705 members
1026

pension and 3004

survivor pension.

Of the 32,041 retired members receiving

(i)

a

were

members

a

pension;

previously employed by Bell

were

previously

employed

Canada;
by

Expertech

Installation Inc.;

(iii)

306 members

were

previously employed by Bell Mobility Inc.;

71
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3 members

(iv)

previously employed by Bell TV Inc; and

1 member was previously employed by Bell Media Inc.

(v)
(g)

were

Of the 3004 survivors receiving

a

survivors pension;

2947 surviving members' spouses

(i)

were

previously employed by

Bell Canada;

(ii)

46 surviving members' spouses

were

previously employed by

Expertech Installation Inc.; and

(iii)

11 surviving members' spouses

were

previously employed by Bell

Mobility Inc.
ii.
26.
one

Indexation under the Plan

Indexation is the amount that
year to the next

referred to

as a

to

provide

cost-of-living

a

a

monthly pension payment may be increased from

degree of inflation protection. Indexation is often

adjustment to reflect the amount that the pension payments

must increase to keep pace with inflation in order to maintain retirees' standard of living.
27.

Under te
h Plan, yearly indexation is calculated during the period of November 1

to October 31 of the year prior to the increase. Indexation is reflected in pension
payments beginning
28.
as

on

January 1 of each year.

The rate of indexation is governed by the Plan. The Plan provides for indexation

follows:
8.7

On every first day of January, the retirement benefits payable to

a

Member, the surviving Spouse or Beneficiary under the DB Provisions
shall be augmented by a percentage determined as follows:

(i) If, on the date of the increase, the Member has not reached 65 years of
age, or would not have reached 65 years of age in the case of a surviving
Spouse or Beneficiary, the Pension Index, limited to a maximum of 2%
and calculated on a compounded basis.
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(ii) If, on the date of the increase, the Member has reached 65 years of
age, or would have reached 65 years of age in the case of a surviving
Spouse or Beneficiary, the percentage shall be the greater of:
(a) 60% of the Pension Index, limited to
4% and calculated on a compounded basis;

a

maximum of

or

(b) the percentage determined under paragraph (i) above.
Member, the
surviving Spouse or the Beneficiary within the first year of retirement, the
applicable percentage shall be prorated, taking into account the number of
full calendar months of retirement in the calendar year preceding the date

(iii) For the purpose of any increase applicable to

a

of the increase.

(iv) All percentage increases shall be rounded to the nearest 2 decimal
points, except for the percentage increase under paragraph (i) above
which shall be rounded to the nearest whole number.
29.

The term "Pension Index" is defined in Section 1.29 of the Plan

as

follows:

"Pension Index"

means

Price Index,

determined by Statistics Canada, during the period of

as

the annual percentage increase of the Consumer

November 1 to October 31 immediately preceding the date of the pension
increase.
iii.
30.

Improper Method of Indexation Calculation

As provided by section 1.29 of the Plan, the yearly indexation amount is "the

annual percentage increase of the Consumer Price Index,

as

determined by Statistics

Canada".
31.

The Consumer Price Index

("CPI") is

an

indicator of changes in

experienced by Canadians. It is obtained by comparing,
basket of goods and services purchased by
annual percentage increase of the CPI
32.

on

its

consumers.

over

consumer

time, the

cost

of

a

prices
fixed

Statistics Canada publishes the

website.

From January 1, 2017 to the end of 2017, the rate of indexation of the Plan is

based upon the published Statistics Canada annual percentage increase of the CPI for the
period ofNovember 1, 2015 to October 31, 2016.
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33.

On November 18, 2016, Statistics Canada determined and published the annual

percentage increase for the 12-month period of November 1, 2015

to

October 31, 2016,

which was 1.5 percent.
34.

Under section 8.7 of the Plan, the percentage increase for 2017

was

to be

rounded to the nearest whole number. Any indexation percentage increase of 1.5 percent
and above is rounded up to 2 percent. Any indexation percentage increase between 1 .4
percent and 1.1 percent
35.
as

was

to be rounded down to 1 percent.

Had the Administrator-Defendant used the annual percentage increase of the CPI,
determined and published by Statistics Canada, which it

was

published increase of 1.5 percent should have been rounded up

required to do, the

to a

2 percent rate of

indexation for 2017, pursuant to the Plan.
36.

Contrary to the terms of the Plan, the Administrator-Defendant did not rely

on

the published Statistics Canada CPI percentage increase. Instead, the Administrator
Defendant incorrectly calculated its

own

annual increase of CPI based

on

year-end

figures for the period ofNovember 1, 2015 to October 31, 2016. This approach favoured
the Administrator-Defendant and Employer-Defendants

at

the expense of the Class

Members and yielded

a

increase of the CPI

determined and published by Statistics Canada.

37.

as

figure of 1.49 percent, which is less than the annual percentage

The Administrator-Defendant used

a

CPI value of 129.1 for October 2016 and

127 .2 for October 2015 and calculated the average increase to two decimal points,
equaling 1.49 percent.
38.

Relying

on

the 1.49 percent figure, the Administrator-Defendant then rounded

the indexation rate down

to a

1 percent figure to be used for indexation for the year

2017, which benefits the Defendants and
39.

was

to the detriment of the Class.

The Administrator-Defendant's approach is contrary to the terms of the Plan.
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40.

Furthermore, the Administrator-Defendant's incorrect approach in respect to

2017 indexation is also inconsistent with
CPI increase figure which

some

rounded to

was

one

of its past practice where it has used

a

decimal point instead of two decimal

points.
Communication to the Class

iv.
41.

The Administrator-Defendant described its indexation calculation in the Pension

Information Committee Report dated December 31, 2016

as

follows:

Cost-of-Living adjustments
The Plan provides for pension indexing t;ach January 1 to partially compensate
for cost-of-living increases. This formula takes into account the retiree's age on
January I and the increase in the Consumer Price Index (CPI) over a 12-month
period running from November l of one year to October 31 of the next. Here's
how it works:
•

Under age 65

-

The increase in the CPI (rounded

to

the

nearest

whole

to

the

nearest

whole

number), up to a maximum of2%
•

Age 65 and

over

-

The greater of:

o

100% of the increase in the CPI (rounded
number), up to a maximum of2% or

o

60% of the increase in the CPI (rounded to the
points), up to a maximum of 4%

In the year of retirement, the applicable indexation
number of months since the retirement date.

rate

nearest

2 decimal

is prorated based

on

the

Over the 12-month period ending in October 2016, the CPI increased by l.49%.
Therefore, the January 2017 adjustment applicable to all Bell retirees was 1 %.

F.

BREACH OF CONTRACT

42.

The Class Members

was a common

were

employed by the Employer-Defendants for years. It

term of the employment contracts of all Class Members that they (and

their survivors) would be entitled to

an

Members' labour and employment

was

would be payable upon their retirement,

indexed pension, pursuant to the Plan. The Class
the consideration for
or

other

event

an

indexed pension that

triggering entitlement.

..
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43.

The Plan

was

partially funded through contributions made by the Employer

Defendants in lieu of salary

or

wages throughout the Class Members' working lives. The

receipt of the correct benefits under the Plan constitutes deferred compensation earned
by the Class Members in the
44.

course

The Employer-Defendants,

of their employment.

as

the prior employers of the Class Members, have

contractual obligation to Class Members to
that the Class
45.

ensure

that the terms of the Plan

are

a

met, and

Members receive the correct pension benefits with applicable indexation.

As the administrator of the Plan, the Administrator-Defendant has

obligation owed

to

under the Plan and

the Class Members
ensure

to

a

contractual

calculate the appropriate rate of indexation

that Class Members receive the correct pension benefits with

applicable indexation in accordance with the terms of the Plan.
46.

By improperly calculating the indexation rate and failing to pay the Class

Members the correct pension benefits, the Defendants have not honoured their
contractual obligations to Class Members under the Plan.
47.

The Defendants breached the terms of the contract. The particulars of the breach

include:

(a)

failing to appropriately calculate the indexation rate and failing to pay the
correct pension benefits owed to the Class Members, pursuant to the Plan;

(b)

(c)

failing to provide Class Members with accurate and timely administration
information regarding their entitlement to

an

by the Employer-Defendants in failing to

ensure

increased indexation rate;
that indexation rate

correctly calculated by the Administrator-Defendant and
correct amount of pension benefits

were

paid

to

ensure

was

the

the Class Members

pursuant to the Plan; and

( d)

failing to act in accordance with the spirit, purpose and terms of the Plan.
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48.

The Defendants failed to correctly interpret and apply the provisions of the Plan

by incorrectly calculating the indexation. By failing to

use

Canada CPI percentage increase, the Defendants favoured their

the published Statistics
own

interests and acted

contrary to the terms of the Plan. The Defendants interpretation and application of the
indexation provisions is inconsistent with
Plan and is incorrect
49.

on

a

practical and purposive interpretation of the

its face.

Alternatively, the doctrine of contra proferentem applies to the interpretation of

the Plan. The doctrine provides that where

a

contractual provision is sufficiently

ambiguous, it will be construed against the party responsible for drafting and tendering
the contract. The Defendants drafted the terms of the Plan. To the extent that there is
any ambiguity in the relevant provisions in the Plan, the ambiguity should be resolved in
favour of the Class.
G.

BREACH OF TRUST

50.

At all material times, the pension funds

were

to be held in trust by the

Administrator-Defendant in favour of the Class Members. The pension funds

are

held

exclusively on behalf of the Plan Members.
51.

Pursuant to the Plan, the declaration of trust and the Pension Benefits Standards

Act, 1985, R.S.C. 1985,
pension funds

as a

c.

32 (2nd Supp.), the Administrator-Defendant administers the

trustee :

Administration of pension plan and fund
8 (3) The administrator shall administer the pension plan and pension fund as a
for the employer, the members of the pension plan, former members, and
any other persons entitled to pension benefits under the plan.

trustee

52.

It is

Failure

to

a

term of the trust that the pension be indexed according

comply with the Plan terms constitutes

Defendant's improper indexation,
constitutes

a

breach of trust.

as

a

to

the Plan terms.

breach of trust. The Administrator

set out above, is contrary

to

the Plan terms and
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H.

BREACH OF FIDUCIARY DUTY

53.

At all material times, the Administrator-Defendant acted, and continues to act,

as

the administrator of the Plan. The correct calculation of the indexation rate is crucial to
the well-being of the Class Members.
54.

The Pension

Benefits Standards Act, 1985, R.S.C. 1985,

out statutory duties that the Administrator-Defendant

owes

c.

32

(2nd Supp.) sets

the Class Members,

including:
Administration of pension plan and fund
8

(3) The administrator shall administer the pension plan and pension fund

as a

for the employer, the members of the pension plan, former members, and
any other persons entitled to pension benefits under the plan.

trustee

Standard of care
8 (4) In the administration of the pension plan and pension fund, the
administrator shall exercise the degree of care that a person of ordinary prudence
would exercise in dealing with the property of another person.
Manner of investing assets
8 (4.1) The administrator shall invest the assets of a pension fund in accordance
with the regulations and in a manner that a reasonable and prudent person would
apply in respect of a portfolio of investments of a pension fund.
Investment choices
8 (4.2) A pension plan may permit a member, former member, survivor or
former spouse or former common Jaw partner of a member or former member to
make investment choices with respect to their account maintained in respect of a
defined contribution provision or with respect to their account maintained for
additional voluntary contributions.
Administrator's

duty

8 (4.3) If a pension plan permits a member, former member, survivor or former
spouse or former common law partner of a member or former member to make
investment choices, the administrator must offer investment options of varying
degrees of risk and expected return that would allow a reasonable and prudent
person to create a portfolio of investments that is well adapted to their retirement
needs.
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Deemed compliance with subsection (4.1)
8 ( 4.4) With respect to the account for which an investment choice is made by a
member, former member, survivor or former spouse or former common law
partner of a member or former member, if an administrator offers investment
options in accordance with subsection (4.3) and the regulations, that
administrator is deemed to comply with subsection (4.1).

Special knowledge or skill
8 (5) Without limiting the generality of subsection (4), an administrator who in
fact possesses, or by reason of profession or business ought to possess, a
particular level of knowledge or skill relevant to the administration of a pensi on
plan or pension fund shall employ that particular level of knowledge or skill in
the administration of the pension plan or pension fund.
55.

The statutory duties inform the

common

law duty of care owed by the Defendant

Administrator as fiduciary and trustee.
56.

The Administrator-Defendant has sole discretion and power

over

the Class

Members' financial interests in administering and paying pension entitlements under the
Plan. The Administrator-Defendant

can

unilaterally exercise such discretion

interests of the Class Members by virtue of their position

as

administrator of the Plan, the Administrator-Defendant

was

over

the

administrator of the Plan. As
bound to act in the utmost

good faith in the administration of the Plan.
57.

Class

Members

are

entirely

reliant

on

the

skill

and

expertise

of the

Administrator-Defendant in the implementation of the Plan and payment of pension
entitlements. The Class Members

are

in

a

wholly vulnerable position relative to the

Administrator-Defendant by virtue of the complete control held by the Administrator
Defendant in the administration of the Plan. The vulnerability of the Class Members is
amplified

as a

result of their position

the workfo rce,

or

as

seniors, many of whom

are

not able to re-enter

face significant barriers to re-entry. The Plan exists solely for the

benefit of Class Members. The Administrator-Defendant breached its fiduciary duties

to

the Plaintiff and the Class in its administration of the Plan. The particulars of the breach
include:

(a)

failing

to

properly calculate the indexation

Members pursuant to the Plan;

rate

owed to the Class
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failing to provide Class Members with accurate and timely administration

(b)

information regarding their entitlement to
failing to take

(c)

an

increased indexation rate;

proper and good faith approach in the administration of

a

the Plan;

(d)

failing to act in accordance with the spirit, purpose and terms of the Plan;

(e)

favouring its

(f)

failing to safeguard the pension benefits of Class Members who rely

own

interests

that of Plan members; and

over

on

the Plan for support as they age;
58.

The Administrator-Defendant failed to

Members

were

ensure

that the best interests of the Class

being protected. In failing to appropriately calculate the rate of

indexation under the Plan, the Administrator-Defendant sought to maximize its

own

interests at the expense of the Class.
59.

The Administrator-Defendant has

an

ongoing financial obligation to fund and

administer the Plan. The Administrator-Defendant favoured its interests, and those
Employer-Defendants,

over

Members

their

less

than

calculation of indexation
entitlements

over

of the

the interests of the Class Members by paying the Class
entitlement.

was

The

Administrator-Defendant's

specifically designed

to

improper

reduce the Class Members'

time and reduce the Employer-Defendants' required contributions to

the Plan.
H.

DAMAGES SUFFERED BY THE CLASS

60.

The Plaintiff and Class Members have suffered damages

Defendant's actions. As

a

result of the failure

to

as a

result of the

properly calculate and pay the

correct

amount of indexation, the value of each of the Class Members' pension entitlement is
reduced and Class Members have been deprived of their correct payments under the
Plan. The Defendants should compensate the Class for their loss.
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61.

The Defendants knew,

or

ought to have known, that

as a

result of their actions

Class Members would suffer significant damages, including the following:

(a)

immediate loss reflected in reduced pension payments for 2017;

(b)

interest from the date Class Members should have received the proper
payments; and,

(c)
62.

future loss ofreduced pension entitlements

going forward basis.

In particular, Mr. Austin's immediate loss being the difference between

percent indexation rate and
month, amounting to

a

1 percent indexation rate is approximately

$290.16 in 2017. The present lump

considering the lost payments and increases
63.

on a

over

the

course

sum

a

2

$24.18 per

value of the loss when

of his life is much greater.

The Plaintiff seeks compensation for his loss and the loss of the Class for the

amount they

ought to have received (and would have received in the future) had the Plan

indexation rate for 2017 been calculated properly, and includes the present lump
value of the loss of pension benefits for the Class

as a

whole

over

the

course

sum

of their

lifetimes.
I.

RELEVANT STATUTES

64.

The Plaintiff pleads and relies upon the following statutes and regulations:

(a)

Class Proceedings Act, 1992, S.0. 1992,

(b)

Pension

c.

6;

Benefits Standards Act, 1985, R.S.C. 1985,

c.

32

and

(c)

Pension Benefits Standards Regulations, 1985, S.O.R./87-19;

(2nd Supp.);
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J.

PLACE OF TRIAL

65.

This action is commenced pursuant

1992,
66.

c.

to

the Class Proceedings Act, 1992, S.O.

6.

The Plaintiff requests that this action be tried in the City of Toronto, in the

Province of Ontario.
January 16, 2018
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I<OSI<IE
MINSI<Y
Brittany Tovee
Direct Dial: 416-595-2260
Direct Fax: 416-977-3316

December 20, 2017

btovee@kmlaw.ca

eric.deslaurier@bell.ca

Via E-mail

Eric Deslauriers
1, Alexander G. Bell, Tour A2
Verdun, QC H3E 383
Dear Mr. Deslauriers:

Bell Canada Pension Plan
Our File No.: 17/1817

Re:

Please find attached the authorization from Leslie Austin, a Bell Canada Pension Plan member.
We

kindly

ask

that

the

Bell

Canada

Pension

Plan

Administrator

make

the following

documentation available for review and inspection, pursuant to the Office of the Superintendent
of Financial Institutions "Pension Members' Guide":
•
•

annual information returns;
actuarial reports;
the plan text; and,

•

any plan amendments.

We would greatly appreciate it if the Administrator could confirm receipt of this request and
provide us with a copy of the above noted documentation.
Should you have any questions, please do not hesitate to contact the undersigned directly.
Yours truly,

KOSKIE M NSKY LLP

Brittany Tov

~

BT
cc

Lesli e Austin (Client)

I CLASS ACTIONS I LABOUR LAW I PENSION & BENEFITS
QUEEN STREET WEST. SUITE 900 I TORONTO, ON M5H 3R3 I WWW.KMLAW.CA

CIVIL LITIGATION
20

KOSKIE MINSKY LLP

@

S91G 707
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INTRODUCTION

UNDERTAKING

Effective January 1, 2005, the Plan was amended as reflected herein to provide for defined contribution
("DC") provisions. The purpose of the DC provisions of the Plan is to help DC Members to accumulate
retirement savings on a tax-assisted basis. Any benefits provided under the DC provisions of the Plan
shall be in addit.ion to the benefits provided under the defined benefit ("DB") provisions of the Plan, as the
case may be, which provide for the payment of definite amounts upon the Employees' termination of
employment, retirement or death.

Employees shall cease to accrue Pensionable Employment under the DB provisions at the date the
Employees start participating in the DC Provisions of the Plan.

An Employee eligible for benefits under the Plan shall not be allowed to renounce any of the benefits
provided by the Plan, except as provided in sections 3, 8.5 and 13.2.

Any benefit payable under the Plan shall be calculated in accordance with the provisions of the Plan on
the date of termination of employment, retirement or death of the Member, whichever date comes first.

All Employees who terminated employment, retired or died prior to January 1, 2005 or who elected to
terminate under Bell Canada's Voluntary Early Retirement Program (2004) shall be entitled to the benefits
calculated in accordance with the provisions of the pension plan in effect on December 31, 2004, except
for the provision in the last paragraph of section 6.4 which applies to all Retired Members.

Effective January 1, 2005, the Plan was amended as reflected herein to provide for defined contribution
("DC") provisions. Any benefits provided under the DC provisions of the Plan shall be in addition to the
benefits provided under the defined benefit ("DB") provisions of the Plan, as the case may be. Employees
shall cease to accrue Pensionable Employment at the date the Employees start participating in the DC
Provisions of the Plan.

Employees of the Company whose employment was transferred to Bell Aliant Regional Communications
between July 7, 2006 and October 31, 2006 pursuant to the Property Exchange and Arrangement
Agreement between BCE Inc. and Bell Canada and Aliant Inc. dated March 6, 2006, cease to participate
in and accrue benefits under the Plan as of their date of transfer. Subject to regulatory approval under
applicable legislation, the benefits accrued by such employees under the Plan are transferred to and
assumed by the Bell Aliant Pension Plan (Ontario and Quebec) and assets determined in accordance with
the Property Exchange and Arrangement Agreement referred to above shall be transferred from the Plan
to the Bell Aliant Pension Plan (Ontario and Quebec).

Bell Canada Pension Plan
Effective January 1, 2005
Restated May 1, 2013
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PROTECTION OF PENSION RIGHTS

All Employees hired on or after January 1, 1987, except as otherwise provided in section 3 of appendix B,
shall be entitled to the benefits calculated in accordance with the provisions of sections 1 to 15 of the Plan
for their Pensionable Employment on or after January 1, 1987 and, for their Pensionable Employment
prior to January 1, 1987, to the benefits calculated in accordance with the provisions of appendix A.
All Employees on December 31, 1986, except as otherwise provided in section 3 of appendix B and
provided that they maintain Continuous Employment, shall be entitled, for their Pensionable Employment
on or after January 1, 1987, to the larger of the benefits calculated in accordance with the provisions of
sections 1 to 15 of the Plan or the benefits calculated in accordance with the provisions of appendix A
and, for their Pensionable Employment prior to January 1, 1987, to the benefits calculated in accordance
with the provisions of appendix A. These benefits shall be at least equivalent to those provided by the
Plan in effect on December 31, 1986.

Bell Canada Pension Plan
Effective January 1, 2005
Restated May 1, 2013
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SECTION 1

-

DEFINITIONS

In this text, unless the context requires a different meaning:

1.1

"Actuarial Equivalent" means a benefit of equal value calculated in the Prescribed Manner using
a unisex actuarial basis as may be authorized from time to time by the Employees' Benefit
Committee in the administration of the Plan, such basis being subject to the requirements of the
Applicable Legislation;

1.2

"Applicable Legislation" means the Pension Benefits Standards Act, 1985 and Regulations
thereunder or any other similar legislation applicable to a Member, and/or the Income Tax Act
(Canada) and Regulations thereunder or any other similar provincial legislation;

1.3

"Average Annual Pensionable Earnings" means the annual average of DB Compensation
determined for the Member for the 60 consecutive months for which DB Compensation is
included that produce the highest average. If there are less than 60 months of DB
Compensation determined for the Member, the average shall be calculated on the total DB
Compensation determined;

1.4

"Beneficiary" means a person designated by the Member, by giving written notice of such
designation to the Employees' Benefit Committee, to receive the benefits payable under the
Plan upon the Member's death. Subject to the restrictions which may be provided under
Applicable Legislation, a Member may subsequently change such designation by giving written
notice of such change to the Employees' Benefit Committee. In the absence of an effective
designation, the Member's estate shall be deemed to be the Beneficiary for purposes of the
Plan;

1.5

"Company" means Bell Canada and/or its successors;

1.6

"Continuous Employment" means employment without regard to periods of temporary
interruption of employment as determined under the applicable rules of the Company or the
relevant Participating Company;

1.7

"DB Compensation" means, for each month, the highest basic pay and such other forms of
remuneration actually received for the month as are considered to be earnings for pension
purposes under the applicable rules of the Company or the relevant Participating Company,
including annualized remuneration for periods not worked when Continuous Employment is
maintained but excluding all payments related to overtime and any lump sum paid at termination
of employment or retirement in lieu of vacation or other considerations; when a lump sum is
paid as remuneration in respect of a period of more than one month, it is assumed that it is paid
uniformly over such period. In addition, for part-time Employees, DB Compensation in a
calendar month shall include annualized remuneration for the period not worked;

Bell Canada Pension Plan
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1.8

"DB Provisions" means the defined benefit-specific provisions of the Plan;

1.9

"DC Compensation" means, for each month, the basic pay and such other forms of
remuneration actually received during the month as are considered to be earnings for pension
purposes under the applicable rules of the Company or the relevant Participating Company,
including annualized remuneration for periods not worked when Continuous Employment is
maintained but excluding all payments related to overtime and any lump sum paid at termination
of employment or retirement in lieu of vacation or other considerations;

1.1 O

"DC Employer Contributions" means the contributions made in accordance with section 4.3 of
the Plan and which are deposited in the DC Member Account in respect of a DC Member;

1.11

"DC Member" means a Member who is entitled to benefits calculated in accordance with the DC
Provisions of the Plan;

1.12

"DC Member Account" means the aggregate of any DC Member Contributions and of DC
Employer Contributions plus Investment Earnings thereon, in respect of a DC Member;

1.13

"DC Member Additional Account" means the aggregate of any DC Member Additional
Contributions plus Investment Earnings thereon;

1.14

"DC Member Additional Contributions" means the contributions which a DC Member makes in
accordance with section 4.2 of the Plan and which are deposited in his DC Member Additional
Account;

1.15

"DC Member Contributions" means the contributions which a DC Member makes in accordance
with section 4.1 of the Plan and which are deposited in his DC Member Account;

1.16

"DC Provisions" means the defined contribution-specific provisions under sections 1 to 15 of the
Plan;

1.17

"Directors" means the Board of Directors of the Company;

1.18

"Employee" means a person who receives a regular and stated Compensation from the
Company or one of the Participating Companies, other than a pension or retainer;

1.19

"Employees' Benefit Committee" means the Employees' Benefit Committee described in
section 2;

1.20

"Fund" means the Fund referred to in section 12;
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1.21

"Funding Agent" means the trust company or the insurance company designated by the
Company and named in the trust agreement or insurance company contract, as applicable;

1.22

"Investment Earnings" means the investment gains and losses made by each DC Member
Account and each DC Member Additional Account. The method used for calculating and
allocating Investment Earnings shall be determined by the Employees' Benefit Committee;

1.23

"Latest Permissible Retirement Date" means the end of the calendar year in which the Member
attains 71 years of age, or such other time as is acceptable under the Applicable Legislation;

1.24

"Maximum Pensionable Earnings" means the maximum pensionable earnings under the
Canada Pension Plan or the Quebec Pension Plan, as applicable, for the year in which the
Member terminates employment, retires or dies, whichever comes first;

1.25

"Member" means an Employee to whom the Plan applies, or a Retired Member, or a former
Employee who is entitled to a deferred pension from the Plan;

1.26

"Participating Company" means any affiliated company federally regulated for pension purposes
and designated as participating company by one of the applicable officers of the Company as
authorized by the Directors for this purpose;

1.27

"Pensionable Age" means the last day of the month during which a Member attains the age of
65;

1.28

"Pensionable Employment" means, for full-time Employees, the aggregate of the periods of
employment recognized under the applicable rules of the Company or the relevant Participating
Company, subject to Applicable Legislation. For part-time Employees, Pensionable
Employment in a year shall be calculated as the equivalent portion of full-time employment. An
Employee shall not accrue or shall cease to accrue Pensionable Employment during the period
the Employee is a DC Member under the Plan;

1.29

"Pension Index" means the annual percentage increase of the Consumer Price Index, as
determined by Statistics Canada, during the period of November 1 to October 31 immediately
preceding the date of the pension increase;

1.30

"Plan" means this revised and restated pension plan, which restatement shall have an effective
date of January 1, 2005, and as may be further amended from time to time; this Plan continues
the pension plan in effect on December 31, 2004;

1.31

"Prescribed Manner'' means as prescribed under the Applicable Legislation;

1.32

"Provincial Property Law" means the law of a province relating to the distribution, pursuant to
court order or agreement between the spouses, of the property of the spouses on divorce,
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annulment or separation;

1.33

"Reciprocal Agreement" means an agreement for the interchange of credit for employment and
the allocation of related obligations between the Company and/or the relevant Participating
Companies and other affiliated or associated entities as referred to in section 13;

1.34

"Retired Member" means a former Employee who receives a pension from the Plan;

1.35

"Spouse" means a person who is cohabiting with the Member in a conjugal relationship at the
relevant time, having so cohabited with the Member for at least one year or if there is no such
person, a person who is married to the Member or who is party to a void marriage with the
Member;

1.36

"Term of Employment" means period of employment with the Company, any Participating
Company or any entities with which Reciprocal Agreements have been entered into with the
Company or Participating Companies, as determined under the applicable rules of the Company
or the relevant Participating Company.

The singular includes the plural and vice-versa and reference to the male gender shall include the female
gender and vice-versa.
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SECTION 2 -ADMINISTRATION

2.1

The Company shall be the administrator of the Plan.

2.2

The Directors shall use ordinary care and diligence in the performance of their duties, but no
director shall be personally liable by virtue of any agreement or other instrument made by or on
behalf of a director, nor for any loss unless resulting from the gross negligence or willful
misconduct of a director, and no director shall be liable for the omissions or wrongdoings of any
other director.

2.3

A committee called Employees' Benefit Committee shall be charged with the administration of
the Plan. This committee shall consist of individuals as the Directors may appoint from time to
time.

2.4

The Employees' Benefit Committee shall have the specific powers granted to it by the Directors
and such other powers as may be necessary in order to enable it to administer the Plan,
including the power to delegate all or a portion of its powers to individuals appointed by, or
similar committees established by the Participating Companies.

2.5

The Employees' Benefit Committee shall determine conclusively for all parties all questions
arising out of the administration of the Plan.

2.6

The Employees' Benefit Committee shall be empowered to authorize disbursements according
to the provisions of the Plan.

2.7

The Employees' Benefit Committee shall adopt such by-laws and rules of procedure as it may
find necessary.

2.8

The Employees' Benefit Committee shall be empowered to appoint a secretary and such other
assistants as may be required in the administration of the Plan.

2.9

The DB Compensation, DC Compensation and the continuity and length of a Member's
Pensionable Employment and Term of Employment shall be as shown on the records of the
Company or of the relevant Participating Companies.

2.10

A committee called Pension Information Committee shall be established in the Prescribed
Manner. The role of this committee shall be to promote awareness and understanding of the
Plan among Members, and review, for information purposes, the financial, actuarial and
administrative aspects of the Plan.

2.11

The expenses incurred in administering the Plan shall be paid by the Company and the
Participating Companies unless paid by the Fund.
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SECTION 3

3.1

-

ELIGIBILITY

All Employees shall become Members of the Plan after they have completed a Term of
Employment of 24 months, except for Employees who, because of their religious beliefs, object
to becoming Members of the Plan.

3.2

Notwithstanding section 3.1, Employees hired on or after October 1, 2004 shall become DC
Members of the Plan after they have completed a Term of Employment of 3 months, unless
otherwise provided under the applicable collective agreement provisions or rules of the
Company or the relevant Participating Company and except for Employees who, because of
their religious beliefs, object to becoming Members of the Plan. An Employee who becomes a
DC Member in accordance with this section 3.2 shall not accrue Pensionable Employment
under the DB Provisions.

3.3

Notwithstanding section 3.1, an Employee who was hired before October 1, 2004 may elect to
become a DC Member as of January 1, 2005, or as of the date on which the Employee
becomes eligible to participate in the DC Provisions of the Plan under the applicable collective
agreement provisions or rules of the Company or the relevant Participating Company. The
election must be provided in writing to the Employees' Benefit Committee within 90 days
preceding the date on which the Employee becomes eligible to participate in the DC Provisions
of the Plan.

An Employee who elects to become a DC Member in accordance with this section 3.3 shall
cease to accrue Pensionable Employment from the date the Employee starts participating in the
DC Provisions of the Plan.
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SECTION 4

-

CONTRIBUTIONS

DC Provisions

4.1

In each calendar year or portion thereof, a DC Member may elect to make DC Member
Contributions, subject to section 4.6. Such DC Member Contributions shall be equal to 0%, 1 %
or 2% of the DC Compensation, as elected by the DC Member. The DC Member may elect to
change the contribution rate as permitted under the applicable rules of the Company or the
relevant Participating Company.

4.2

In each calendar year or portion thereof, a DC Member who makes DC Member Contributions
equal to 2% of the DC Compensation may elect to make DC Member Additional Contributions,
subject to section 4.6. Such DC Member Additional Contributions shall be equal to 0%, 1 % or
2% of the DC Compensation, as elected by the DC Member. The DC Member may elect to
change the contribution rate as permitted under the applicable rules of the Company or the
relevant Participating Company.

4.3

In each calendar year or portion thereof, DC Employer Contributions shall be deposited in the
DC Member Account of the DC Member, subject to sections 4.6 and 4.9. Such DC Employer
Contributions shall be equal to 4% of the DC Compensation, plus an amount equal to any DC
Member Contributions made by the DC Member.

4.4

All DC Member Contributions and DC Employer Contributions become vested immediately upon
allocation to the DC Member Account. All DC Member Additional Contributions become vested
immediately upon allocation to the DC Member Additional Account.

4.5

The contributions under sections 4.1, 4.2 and 4.3 in respect of a DC Member shall cease upon
the earliest of the DC Member's termination of employment, retirement or death.

4.6

The total of the DC Member Contributions, the DC Member Additional Contributions and the DC
Employer Contributions in any calendar year in respect of a DC Member shall not exceed the
amount of contributions permissible under the Income Tax Act (Canada), after appropriate
recognition of any applicable pension credit accrued by the DC Member in respect of such
calendar year under the DB Provisions.

Notwithstanding the above, to avoid the revocation of the registration of the Plan, a portion of
the contributions made under the Plan by a Member, the Company or a Participating Company
may be returned to such Member, the Company or such Participating Company.
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DB Provisions

4.7

Members are neither required nor permitted to make contributions under the DB Provisions of
the Plan.

4.8

Subject to section 4.9, contributions that are eligible contributions under Applicable Legislation
shall be paid by the Corporation and the Participating Companies into the Fund within such
periods of time and in at least such amounts as are prescribed by Applicable Legislation and as
recommended by a Fellow of the Canadian Institute of Actuaries in accordance with accepted
actuarial practice.

However, notwithstanding the above, to avoid the revocation of the registration of the Plan, a
portion of the contributions made under the Plan by the Company or a Participating Company
may be returned to the Company or such Participating Company.

Contributions - General

4.9

If at anytime while the Plan continues in existence a Fellow of the Canadian Institute of
Actuaries certifies that the assets of the Fund exceed the actuarial and other liabilities of the
Plan in respect of benefits set forth in the Plan:

( a)

The Company's or any Participating Company's contribution obligation under section 4.8
shall be reduced by an equal amount or by a lesser amount, all as determined by the
Company on the advice of the Fellow of the Canadian Institute of Actuaries, subject to any
limits prescribed by Applicable Legislation; and

(b)

For greater certainty, the Company may, subject to applicable law, on the advice of the
Fellow of the Canadian Institute of Actuaries, direct the Funding Agent to apply assets of
the Fund held in relation to the DB Provisions to the DC Member Accounts to satisfy the
Company's or a Participating Company's contribution requirements under section 4.3 of
the Plan.
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SECTION 5

-

RETIREMENT BENEFITS

DC Provisions

5.1

After having attained age 55, a DC Member shall retire, or is deemed to have retired, on the
earliest date between his termination of employment date and the Latest Permissible
Retirement Date if he remains employed by a Participating Company beyond that last date, and
shall receive

(i)

the balance of the DC Member Account in the form of a lump sum transfer to another
registered pension plan (if that other plan permits), to a retirement savings plan of the
prescribed kind, or to an insurance company for the purchase of an immediate or
deferred life annuity, payable no later than as permitted under Applicable Legislation;
plus

(ii) a lump sum payment equal to the balance of the DC Member Additional Account.

The transfer under this paragraph shall be subject to any limitation prescribed by the Applicable
Legislation related thereto. The request for transfer must be provided in writing to the
Employees' Benefit Committee within 90 days of the date of termination of employment.

DB Provisions

5.2

An Employee who retires on the date Pensionable Age is reached shall be granted an annual
pension of an amount equal to the sum of:

(i)

1 % of that part of the Member's Average Annual Pensionable Earnings which does not
exceed the Maximum Pensionable Earnings; and

(ii) 1.7% of that part of the Member's Average Annual Pensionable Earnings in excess of
the Maximum Pensionable Earnings;

for each year of Pensionable Employment on or after January 1, 1987.

An Employee who has elected to become a DC Member in accordance with section 3.3 and
who retires on the date Pensionable Age is reached shall be granted an additional annual
pension, equal to 0.2% of that part of the Member's Average Annual Pensionable Earnings
which does not exceed the Maximum Pensionable Earnings, multiplied by the number of years
of Pensionable Employment between January 1, 1987 and December 31, 2004.

Any period of less than 12 months of Pensionable Employment shall be included on a
proportionate basis.
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5.3

An Employee who terminates employment after having attained age 55 may elect to retire on
the last day of any month thereafter but no later than the Latest Permissible Retirement Date,
and shall be granted an annual pension calculated in accordance with section 5.2, using the
Member's Pensionable Employment at the date of termination of employment and, if the date of
retirement is prior to the date Pensionable Age is reached, reduced by�of 1% for each month
by which the date of retirement precedes the date Pensionable Age is reached.

Notwithstanding the above, if an Employee remains employed by a Participating Company
beyond the Latest Permissible Retirement Date, he is deemed to have retired on the Latest
Permissible Retirement Date and shall be granted an annual pension, calculated in accordance
with section 5.2, using the Member's Pensionable Employment at the Latest Permissible
Retirement Date.

5.4

Any pension under the DB Provisions of the Plan is payable during the lifetime of the Retired
Member.

5.5

Notwithstanding anything to the contrary in the Plan with the exception of the actuarial
adjustment provided in section 10, the annual rate of pension that may be granted from all
registered pension plans of the Company or a Participating Company (but ignoring the benefits
provided under the DC provisions of the Plan) upon death, retirement, termination of
employment of the Member or termination of the Plan shall not exceed the lesser of:

(i)

$2,000.00 or such other limit determined under the Income Tax Act (Canada) for the
year of pension calculation times the number of years of Pensionable Employment; or

(ii) 2% of the Member's Average Annual Pensionable Earnings times the number of years
of Pensionable Employment.

The number of years of Pensionable Employment must not exceed 35 with respect to the period
before January 1, 1992.

The maximum pension specified above (i.e., the lesser of (i) or (ii) above) shall be reduced by�
of 1% for each completed month by which the date of retirement precedes the earliest of age
60, 30 years of Term of Employment or the date on which the Member's age plus Term of
Employment is equal to 80, assuming employment continues to such date.

The restrictions of this section 5.5 shall apply to all lifetime pension benefits payable in respect
of the Member, excluding any benefit payable under the DC provisions of the Plan, including
benefits payable to an ex-Spouse of a Member upon marriage breakdown, whether payable
upon death, retirement, termination of employment, or termination of the Plan.
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SECTION 6

-

DEATH BENEFITS

DC Provisions

6.1

Subject to section 6.2, if a DC Member dies before having received benefits in accordance with
the DC Provisions under section 5 or section 7, the Spouse or, if there is no Spouse, the
Beneficiary, shall receive, in a lump sum, the benefit that the DC Member would have been
eligible to receive in accordance with the DC Provisions under section 5 or section 7, as
applicable, had the DC Member retired or terminated employment on the date of death.

6.2

The balance of the DC Member Account payable to the Spouse under section 6.1 shall be paid
in the form of a lump sum transfer to another registered pension plan (if that other plan permits),
to a retirement savings plan of the prescribed kind, or to an insurance company for the
purchase of an immediate or deferred life annuity. The transfer under this paragraph shall be
subject to any limitation prescribed by the Applicable Legislation related thereto.

The request for transfer must be provided in writing to the Employees' Benefit Committee within
90 days of the date of death.

DB Provisions

6.3

On the death of a Member prior to retirement, the surviving Spouse or, if there is no Spouse, the
Beneficiary, shall receive the lump sum Actuarial Equivalent of the deferred pension calculated
in accordance with section 5.2, that relates to the Pensionable Employment subsequent to
December 31, 1986 and to which the Member is entitled or would have been entitled if the
Member had terminated employment on the date of death.

The benefit payable to the Spouse under this section 6.3 shall be paid in the form of a lump sum
transfer in Prescribed Manner, in accordance with section 9.

Notwithstanding the above and subject to section 9.2, on the death prior to retirement of a
Member who has attained age 55, the surviving Spouse entitled to a lump sum in accordance
with the preceding paragraphs, if any, may instead elect to receive a survivor pension that is
the Actuarial Equivalent of this lump sum.
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6.4

If a Member has a Spouse on the date of retirement, the pension payable shall automatically be
reduced on an Actuarial Equivalent basis so that such surviving Spouse shall be paid for life a
pension equal to 60% of such reduced pension payable to the Member. If the Member has
waived the life insurance coverage under the benefits program at retirement, if applicable, then
the Actuarial Equivalent reduction shall be made on the basis that the Fund will subsidize one
third of the pension to the surviving Spouse.
Subject to the Spouse's written agreement in Prescribed Manner being deposited with the
Employees' Benefit Committee prior to the date of retirement, the Member may elect to receive
instead an unreduced pension payable for life.

In the event of divorce, annulment or separation, given that no part of the Retired Member
benefits is required to be distributed pursuant to subsection 8.5, and subject to the Spouse's
written agreement in Prescribed Manner being deposited with the Employees' Benefit
Committee, the amount of pension payable to the Retired Member shall be reinstated to the full
amount from the first day of the month following the date the Spouse's agreement is provided to
the Employees' Benefit Committee.

6.5

If a Member has no Spouse on the date of retirement or the Spouse's written agreement in
Prescribed Manner has been deposited with the Employees' Benefit Committee prior to the date
of retirement, the Member may elect to receive a pension reduced on an Actuarial Equivalent
basis so that it is guaranteed to be payable for a minimum of 120 monthly payments.

The benefit payable to a Member's Beneficiary under a guarantee option may, if so requested
by the Beneficiary, be paid in a lump sum Actuarial Equivalent of the remaining payments under
the guarantee option.

In the event of the death of a designated Beneficiary who is in receipt of guaranteed payments
under the Plan prior to the end of such guaranteed period, the balance of such payments shall
be paid to the estate of the deceased Member in a lump sum Actuarial Equivalent of the
remaining payments under the guarantee option.
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SECTION 7-TERMINATION BENEFITS

DC Provisions

7.1

A DC Member whose employment terminates for any reason other than death or retirement
shall receive

(i)

the balance of the DC Member Account in the form of a lump sum transfer to another
registered pension plan (if that other plan permits), to a retirement savings plan of the
prescribed kind, or to an insurance company for the purchase of an immediate or
deferred life annuity, payable no later than as permitted under Applicable Legislation;
plus

(ii) a lump sum payment equal to the balance of the DC Member Additional Account.

The transfer under this paragraph shall be subject to any limitation prescribed by the Applicable
Legislation related thereto. The request for transfer must be provided in writing to the
Employees' Benefit Committee within 90 days of the date of termination of employment.

DB Provisions

7.2

An Employee whose employment terminates for any reason other than death or retirement shall
be entitled to a deferred pension payable from Pensionable Age that relates to the Pensionable
Employment subsequent to December 31, 1986 and is calculated in accordance with section

5.2.

7.3

A Member entitled to a deferred pension under section 7.2 may elect to retire on the last day of
any month after attainment of age 55 and before Pensionable Age is reached. The Member
shall then be granted an annual pension that is the Actuarial Equivalent of the deferred pension.

The annual pension payable under this section 7.3 shall not exceed the amount of deferred
pension payable under section 7.2 reduced by% of 1 % for each completed month by which the
date of retirement precedes the earliest of age 60, 30 years of Term of Employment or the date
on which the Member's age plus Term of Employment is equal to 80 assuming employment
continues to such date.
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SECTION 8

8.1

-

PAYMENT OF BENEFITS

All pensions shall be paid monthly and the first payment thereof shall become due at the end of
the month following the month during which retirement takes place or death occurs. Further
payments shall be made at the end of each month up to and including the last day of the month
during which the Retired Member or the surviving Spouse dies.

8.2

8.3

Any benefit payable under the Plan shall be paid in Canadian currency.

Except as provided for in section 9, no pension benefit is capable of being surrendered or
commuted during the lifetime of the Member, the Member's Spouse or the Member's
Beneficiary or confers upon any Member or personal representative, dependent or other person,
any right or interest therein that is capable of being surrendered or commuted during the lifetime
of the Member or the Member's Spouse.

8.4

No pension, survivor or other benefit payable under the Plan shall be capable of being assigned,
charged, anticipated or given as security and they shall not confer upon any Member, personal
representative, dependent or other person, any right or interest therein that is capable of being
assigned, charged, anticipated or given as security except as required by law.

8.5

In this section 8.5, "spouse" has, in relation to a court order, the same meaning that it has in the
applicable Provincial Property Law and, in relation to an assignment or agreement referred to in
this section, the same meaning as in section 1.34 of the Plan.

In the event of divorce, annulment or separation, the benefits of the Member under the Plan
shall be subject to the applicable Provincial Property Law.

Notwithstanding Provincial Property Law, the Member may assign all or part of the benefits
under the Plan to the Spouse effective as of divorce, annulment or separation. In the event of
such an assignment, the Spouse shall, in respect of the assigned portion of the benefits, be
deemed to have been a Member of the Plan and to have ceased to be a Member as of the
effective date of the assignment, but a subsequent spouse of that assignee Spouse is not
entitled to any benefit whatsoever in respect of that assigned portion.

In this section 8.5, where all or part of the benefits of the Member are to be distributed to the
Spouse,

(i)

the Actuarial Equivalent of the benefits payable to the Member after the distribution,
plus

(ii)

the Actuarial Equivalent of the benefits payable to the Spouse of the Member on
account of the distribution, shall equal

(iii) the Actuarial Equivalent of the benefits payable to the Member had the divorce,
annulment or separation not occurred.
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8.6

Every person eligible for benefits under the Plan shall, on request, furnish such information,
including but not limited to proof of age, satisfactory to the Employees' Benefit Committee as it
shall require to determine the entitlement to and the amount of such benefit.

8.7

On every first day of January, the retirement benefits payable to a Member, the surviving
Spouse or the Beneficiary under the DB Provisions shall be augmented by a percentage
determined as follows:

(i)

If, on the date of the increase, the Member has not reached 65 years of age, or would
not have reached 65 years of age in the case of a surviving Spouse or Beneficiary, the
Pension Index, limited to a maximum of 2% and calculated on a compounded basis.

(ii)

If, on the date of the increase, the Member has reached 65 years of age, or would have
reached 65 years of age in the case of a surviving Spouse or Beneficiary, the
percentage shall be the greater of:

(a) 60% of the Pension Index, limited to a maximum of 4% and calculated on a
compounded basis; or

(b) the percentage determined under paragraph (i) above.

(iii) For the purpose of any increase applicable to a Member, the surviving Spouse or the
Beneficiary within the first year of retirement, the applicable percentage shall be
prorated, taking into account the number of full calendar months of retirement in the
calendar year preceding the date of the increase.

(iv) All percentage increases shall be rounded to the nearest 2 decimal points, except for
the percentage increase under paragraph (i) above which shall be rounded to the
nearest whole number.

8.8

The termination benefits payable after retirement under the DB Provisions to a
Member, or the surviving Spouse, as applicable, shall be augmented based on the
provisions of section 8.7.

8.9

In the event a person entitled to benefits under the Plan is physically, mentally or otherwise
incompetent to receive such benefits and to give a valid release therefore, the Employees'
Benefit Committee may authorize the payment of such benefits in trust to such other person as
it may consider appropriate. Such payment of benefits shall be a valid and complete discharge
to the Plan in respect of that payment.

Bell Canada Pension Plan
Effective January 1, 2005
Restated May 1, 2013

18

105

SECTION 9

9.1

-

PORTABILITY

Where an Employee, before becoming eligible to retire pursuant to section 5,
terminates employment or dies, the Member or the surviving Spouse, as the case
may be, is entitled to transfer in Prescribed Manner the lump sum Actuarial
Equivalent of the benefits payable under the DB Provisions:

(i)

to another registered pension plan (if that other plan permits), or

(ii) to a retirement savings plan of the prescribed kind , or

(iii) to purchase an immediate or deferred life annuity, payable no later than as permitted
under Applicable Legislation.

The request for transfer must be provided in writing to the Employees' Benefit Committee within
90 days of the date of termination of employment or death, as the case may be. Following the
expiration of the 90-days period, the Member or the surviving Spouse, as the case may be, is
deemed to have elected to receive a deferred pension until a subsequent request for transfer is
provided in writing to the Employees' Benefit Committee.

9.2

Notwithstanding section 9.1, where the sum of the DC Member Account and the lump sum
Actuarial Equivalent of the benefits payable under the DB Provisions is less than 20% of the
Maximum Pensionable Earnings for the year the Member terminates employment, retires or
dies, or such other limit as may be prescribed under the Applicable Legislation, the aggregate
value of the DC Member Account and the lump sum Actuarial Equivalent of the benefits payable
under the DB Provisions will be paid in cash to the Member or the surviving Spouse.
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SECTION 10- INTEGRATED PENSION

10.1

A Member may, prior to the date of retirement, elect in writing to receive an integrated pension
in lieu of the pension payable under the DB Provisions of the Plan.

10.2

The integrated pension shall be computed so that it is the Actuarial Equivalent of the pension
payable under the DB Provisions of the Plan and it shall begin from the date the pension would
otherwise have started to be paid.

10.3

The integrated pension shall consist of a pension payable initially at a rate higher than the rate
of the pension payable and subject from Pensionable Age to a reduction, such reduction not
exceeding the maximum amount permitted under Paragraph 8503(2)(b) of the Income Tax Act
(Canada).

10.4

An election made by a Member pursuant to this section shall not affect in any way the rights
which the surviving Spouse or the Beneficiary would have had if the Member had not made
such election.
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SECTION 11

11.1

-

INVESTMENT

The individual DC Member Account of a DC Member shall be credited with DC Member
Contributions and DC Employer Contributions.

11.2

The individual DC Member Additional Account of a DC Member shall be credited with DC
Member Additional Contributions.

11.3

Each DC Member shall instruct the Funding Agent to invest his or her DC Member Account and
his or her DC Member Additional Account, in such portions as the DC Member directs, in one or
more of the investment funds as may be made available to DC Members from time to time by
the Company. The Funding Agent shall invest each DC Member Account and each DC
Member Additional Account as so instructed or, in the absence of such instruction from the DC
Member, in any default investment fund selected by the Company for that purpose.

DC Members may make or change their instructions to the Funding Agent at such times and
conditions as determined under the applicable rules of the Company or the relevant
Participating Company.

11.4

DC Member Accounts and DC Member Additional Accounts shall be valued at least annually, at
which time interest, dividend and other investment gains and losses, net of management fees
and expenses, shall be allocated to each account, all as defined in the applicable rules of the
Company or the relevant Participating Company.

Bell Canada Pension Plan
Effective January 1, 2005
Restated May 1, 2013

21

108

SECTION 12

12.1

-

FUND

The Company undertakes to maintain a Fund to meet all liabilities under the Plan. The Fund
shall at all times be held by a Funding Agent and shall be invested in accordance with
Applicable Legislation.

12.2

The Company and the Participating Companies shall have no obligation to make any payments
to the Fund except as expressly provided in the Plan and Applicable Legislation. Each Member,
the heirs, executors, administrators or other personal representatives of the Member expressly
release the Company, the Participating Companies, its respective officers and Directors from
any liability for any loss or damage in connection with the Plan, except for willful misconduct.

12.3

Except as provided in section 14, the Fund shall be used exclusively for the payment of benefits
provided under the Plan and for the payment of expenses of the Plan and of the Fund.

12.4

The fiscal year of the Fund and of the Plan shall end on December 31.
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SECTION 13

13.1

-

RECIPROCAL AGREEMENTS

The Company and the Participating Companies may from time to time enter into Reciprocal
Agreements with other corporations or entities whether or not they are affiliated or associated.

13.2

A Member who may be eligible for benefits under a Reciprocal Agreement may elect to use the
provisions of such agreement in lieu of receiving any benefit to which the Member may be
entitled under the Plan.
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SECTION 14 -AMENDMENT OR TERMINATION OF THE PLAN

14.1

The Company reserves the right to amend or terminate the Plan at any time as well as to
reduce or discontinue contributions at any time or, subject to Applicable Legislation, withdraw
from the Fund any part of the funding excess as determined by an actuarial valuation. No
amendment to the Plan shall have the effect of diminishing the benefits accrued to or in respect
of any Member, surviving Spouse or Beneficiary to the date of such amendment.

14.2

Should the Company decide to terminate the Plan, the Fund, after provision for expenses of
termination and liquidation, shall be applied in an equitable manner determined by the Company
to provide for benefits accrued to Members, surviving Spouses or Beneficiaries, all in
accordance with Applicable Legislation. As and when all liabilities of the Plan have been legally
discharged, any balance of the Fund then remaining shall be paid to the Company.
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SECTION 15

15.1

-

INFORMATION RELATIVE TO THE PLAN

The Company and the Participating Companies shall provide, in Prescribed Manner, Employees
and their Spouses with a written explanation of the Plan and of any amendments thereto and an
explanation of their rights and duties, with reference to the benefits available.

15.2

The Company and the Participating Companies shall provide active Members and their
Spouses each year a written statement in Prescribed Manner showing

(i)

the pension to which the Member is entitled at the end of the year;

(ii)

the funded ratio of the Plan, and

(iii) any other information prescribed by Applicable Legislation.

15.3

Once each year a Member, the Member's Spouse or, if authorized in writing, their agent, may
examine documents pertaining to the Plan in Prescribed Manner.

15.4

The Company and the Participating Companies shall provide in Prescribed Manner the
Member, the surviving Spouse or the Beneficiary a written statement of the Member's benefits
after the Member's date of retirement, death or termination of employment, as the case may be.
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APPENDIX A

APPLICABLE PROVISIONS FROM THE

PENSION PLAN IN EFFECT ON DECEMBER 31, 1986
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PREAMBLE TO APPENDIX A

The provisions of appendix A shall be read in conjunction with the provisions of sections 1 to 15 of the
Plan and shall apply only to Employees who have service with the Company prior to January 1, 1987.

Notwithstanding anything to the contrary, the provisions of appendix A shall not apply to Employees who
were members of the BCE Mobile Communications Inc. Pension Plan as of December 31, 2000, except
as otherwise provided in section 83.
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SECTION A1

A1.1

-

DEFINITIONS

In appendix A, all the terms defined in section 1 of the Plan have the meaning contained in
section 1, except that prior to January 1, 1992:

"DB Compensation" had the same meaning as in section 1.7 except that for part-time

Employees, DB Compensation in a calendar month excluded annualized remuneration for the
period not worked;

"Pensionable Employment" meant the aggregate of the periods of employment recognized
under the applicable rules of the Company or the relevant Participating Company for full-time
Employees and for part-time Employees.
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SECTION A2- RETIREMENT BENEFITS

A2.1

A Member who terminates employment and

(a) has attained age 65 and whose Term of Employment is 15 or more years, or

(b) has attained age 60 and whose completed years of age plus completed years of Term of
Employment equal or exceed 80, or

(c) has attained age 55 and whose age plus Term of Employment equal or exceed 85

may elect to retire on the last day of any month thereafter but no later than the Latest
Permissible Retirement Date, and shall be granted an annual pension payable for life.

A2.2

A Member who terminates employment, has attained age 60 and does not qualify under section
A2.1 may elect to retire on the last day of any month thereafter but no later than the Latest
Permissible Retirement Date, and shall be granted an annual pension payable for life.

Notwithstanding the above, if an Employee remains employed by a Participating Company
beyond the Latest Permissible Retirement Date, he is deemed to have retired on the Latest
Permissible Retirement Date and shall be granted an annual pension payable for life, calculated
using the Member's Pensionable Employment at the Latest Permissible Retirement Date.

A2.3

A Member who terminates employment, has attained age 55 but not age 60 and does not
qualify under section A2.1 may elect to retire on the last day of any month thereafter, and shall
be granted an annual pension payable for life that is the Actuarial Equivalent of the deferred
pension becoming due at the end of the month following the month during which the Member's
60th birthday is attained.

A2.4

(a) The annual pension payable prior to reaching Pensionable Age shall be equal to the sum of:

(i)

1.3% plus .01% for each three full months by which the Member's age at the date of
retirement exceeds age 55 (subject to a maximum of 1.5%) of the Member's Average
Annual Pensionable Earnings, and

(ii) 0.5% of the lesser of $10,000 or the Member's Average Annual Pensionable Earnings

for each year of Pensionable Employment, subject to the bridging benefit limit specified
under Applicable Legislation.
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(b) The annual pension payable from the date Pensionable Age is reached shall be equal to the
sum of

(i)

for each year of the Member's Pensionable Employment prior to January 1, 1966, an
amount determined in accordance with paragraphs (a)(i) and (a)(ii) above, and

(ii) for each year of the Member's Pensionable Employment from January 1, 1966,

0.85% of that part of the Member's Average Annual Pensionable Earnings which does
not exceed the Maximum Pensionable Earnings, and

1.3% plus .01% for each three full months by which the Member's age at the date of
retirement exceeds age 55 (subject to a maximum of 1.5%) of the Member's Average
Annual Pensionable Earnings in excess of the Maximum Pensionable Earnings.

(c) An Employee who has elected to become a DC Member in accordance with section 3.3
shall be granted an additional annual pension equal to 0.2% of that part of the Member's
Average Annual Pensionable Earnings which does not exceed the Maximum Pensionable
Earnings, multiplied by the number of years of Pensionable Employment before December
31, 2004 and reduced by % of 1% for each month by which the date of retirement precedes
the date Pensionable Age is reached.

The pension under this section A2.4 shall be converted into a pension level throughout
retirement and computed on an Actuarial Equivalent basis. The resulting level pension of a
Member, and its payment, shall be subject to Applicable Legislation, including any limitations on
the lifetime amount payable as specified in section 5.5.

Any period of less than 12 months of Pensionable Employment shall be included on a
proportionate basis.

A2.5

All pensions shall be paid in accordance with section 8.1. In addition, for Members who retire in
accordance with section A2.1 and have maintained Continuous Employment since
December 31, 1986, a partial pension amount shall be paid for the period from the date of
termination of employment to the date of retirement if the two dates are in the same month.
This section A2.5 shall also apply to the benefits calculated in accordance with the provisions of
sections 1 to 15 of the Plan.
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SECTION A3 - DEATH BENEFITS

A3.1

On the death of a Member prior to retirement, the surviving Spouse or, if there is no Spouse, the
Beneficiary, shall receive the lump sum Actuarial Equivalent of the deferred pension calculated
in accordance with section A2.4 to which the Member is entitled or would have been entitled if
the Member had terminated employment on the date of death.

The benefit payable to the Spouse under this section A3.1 shall be paid in the form of a lump
sum transfer to another registered pension plan (if that other plan permits), to a retirement
savings plan of the prescribed kind, or to an insurance company for the purchase of an
immediate or deferred life annuity, payable no later than as permitted under Applicable
Legislation. The transfer under this paragraph shall be subject to any limitation prescribed by
the Applicable Legislation related thereto.

The request for transfer must be provided in writing to the Employees' Benefit Committee within
90 days of the date of death.

Notwithstanding the above and subject to section 9.2, on the death prior to retirement of a Member
who has attained age 55, the surviving Spouse entitled to a lump sum in accordance with the
preceding paragraphs, if any, may instead elect to receive a survivor pension that is the Actuarial
Equivalent of this lump sum.

A3.2

On the death prior to retirement of a Member who was entitled to retire under section A2.1 and
who has maintained Continuous Employment since December 31, 1986, the Actuarial
Equivalent reduction shall be made on the basis that the Fund will subsidize one-third of the
pension to the surviving Spouse. This subsidy shall also apply to the benefits calculated in
accordance with the provisions of sections 1 to 15 of the Plan.

A3.3

Notwithstanding section A3.1, on the death of an Employee who has not attained age 55 but
who has completed a Term of Employment of 30 or more years, who has maintained
Continuous Employment since December 31, 1986 and who has a Spouse on the date of death,
a survivor pension equal to 60% of the pension reduced in accordance with section A3.2 that
the Member would have received if the Member had retired on the last day of the month during
which death occurs shall be paid to the surviving Spouse for life. For this purpose, the pension
shall be calculated as if the Member was age 55 and in accordance with section A2.4, with the
exclusion of paragraph A2.4(a)(ii). The benefit provided under this section A3.3 shall be at least
equivalent to the benefit provided under section A3.1.
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A3.4

If a Member has a Spouse on the date of retirement, the pension payable shall automatically be
reduced on an Actuarial Equivalent basis so that such surviving Spouse shall be paid for life a
pension equal to 60% of such reduced pension payable to the Member. If the Member retires in
accordance with section A2.2 or A2.3 and has waived the life insurance coverage under the
benefits program at retirement, if applicable, then the Actuarial Equivalent reduction shall be
made on the basis that the Fund will subsidize one-third of the pension to the surviving Spouse.

Subject to the Spouse's written agreement in Prescribed Manner being deposited with the
Employees' Benefit Committee prior to the date of retirement, the Member may elect to receive
instead an unreduced pension payable for life.

In the event of divorce, annulment or separation, subject to the Spouse's written agreement in
Prescribed Manner being deposited with the Employees' Benefit Committee, the amount of
pension payable to the Retired Member shall be reinstated to the full amount from the first day
of the month following the date the Spouse's agreement is provided to the Employees' Benefit
Committee.

A3.5

If the Member retires in accordance with section A2. 1 and has maintained Continuous
Employment since December 3 1, 1986,

(a) and has no Spouse on the date of retirement or the Spouse has waived the right to the
survivor pension, the Member may elect to receive a reduced pension that will continue for
life in an amount equal to 60% of the reduced pension to a surviving father or mother
named as beneficiary; this election shall be made in writing to the Employees' Benefit
Committee prior to the date of retirement;
(b) and the eligible Spouse or parent beneficiary dies prior to the Retired Member, the amount
of pension payable to the Retired Member shall be reinstated to the full amount from the
first day of the month following the date of death of the eligible Spouse or parent
beneficiary;

(c)

the Actuarial Equivalent reduction shall be made on the basis that the Fund will subsidize
one-third of the pension to the surviving Spouse or parent beneficiary. If the Member has
waived the life insurance coverage under the benefits program at retirement, if applicable,
the Actuarial Equivalent reduction shall be made on the basis that the Fund will subsidize
two-thirds of the pension to the surviving Spouse or the parent beneficiary.

This section A3.5 shall also apply to the benefits calculated in accordance with the provisions of
sections 1 to 15 of the Plan.
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A3.6

If a Member has no Spouse on the date of retirement or the Spouse's written agreement in
Prescribed Manner has been deposited with the Employees' Benefit Committee prior to the date
of retirement, the Member may elect to receive a pension reduced on an Actuarial Equivalent
basis so that it is guaranteed to be payable for a minimum of 120 monthly payments.

The benefit payable to a Member's Beneficiary under a guarantee option may, if so requested
by the Beneficiary, be paid in a lump sum Actuarial Equivalent of the remaining payments under
the guarantee option.

In the event of the death of a designated Beneficiary who is in receipt of guaranteed payments
under the Plan prior to the end of such guaranteed period, the balance of such payments shall
be paid to the estate of the deceased Member in a lump sum Actuarial Equivalent of the
remaining payments under the guarantee option.
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SECTION A4 - TERMINATION BENEFITS

A4.1

A Member whose employment terminates for any reason other than death or retirement shall be
eligible for a deferred pension calculated in accordance with section A2.4. This deferred
pension shall be payable for life and shall become due at the end of the month following the
month during which the Member's 60th birthday is attained. If the Member has a spouse on the
date the pension is due, this deferred pension shall be payable in accordance with section A3.4.

A4.2

A Member entitled to a deferred pension under section A4.1 may elect to retire on the last day
of any month after attainment of age 55 but not later than the last day of the month during which
the Member's 60th birthday is attained. The Member shall then be granted an annual pension
that is the Actuarial Equivalent of the deferred pension.

The annual pension payable under this section A4.2 shall not exceed the amount of deferred
pension payable under section A4.1, and reduced by "X of 1 % for each completed month by
which the date of retirement precedes the earliest of age 60, 30 years of Term of Employment
or the date on which the Member's age plus Term of Employment is equal to 80 assuming
employment continues to such date.
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APPENDIX B

SPECIAL PROVISIONS FOR

EMPLOYEES TRANSFERRED FROM OTHER PLANS

PURSUANT TO BUSINESS TRANSACTIONS
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PREAMBLE TO APPENDIX B

The provisions of appendix B shall be read in conjunction with the provisions of sections 1 to 15 of the
Plan and shall apply only to specific Employees whose pension rights were transferred from other plans
pursuant to business transactions and not treated under Reciprocal Agreement.

The provisions of this appendix shall be read in conjunction with the other provisions of the Plan; however,
in case of any inconsistency, the provisions of this appendix shall prevail.
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SECTION 81

-

PROTECTION OF PENSION RIGHTS FOR FORMER EMPLOYEES OF
BELL COMMUNICATIONS SYSTEMS INC. (BCSI)

81 .1

Former employees of BCSI who became Employees of the Company as of January 1, 1987,
provided that they maintain Continuous Employment, shall be entitled to the following:
-

for their Pensionable Employment with BCSI and the Company prior to January 1, 1987: the
benefits calculated in accordance with the provisions of appendix A.

-

for their Pensionable Employment on or after January 1, 1987: the larger of the benefits
calculated in accordance with the provisions of sections 1 to 15 of the Plan or the benefits
calculated in accordance with the provisions of appendix A.
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SECTION 82

-

PROTECTION OF PENSION RIGHTS FOR FORMER EMPLOYEES OF
BELL TECHNICAL SERVICES INC.(BTS)

B2.1

Former employees of BTS who became Employees of the Company on April 1, 1987, provided
they were on the payroll of BTS on December 31, 1986, have previous service with Bell Canada
and maintain Continuous Employment, shall be entitled to the following:

for their Pensionable Employment with BTS and the Company prior to January 1,
1987: the benefits calculated in accordance with the provisions of appendix A.

for their Pensionable Employment on or after January 1, 1987: the larger of the
benefits calculated in accordance with the provisions of sections 1 to 15 of the Plan or
the benefits calculated in accordance with the provisions of appendix A.

B2.2

In case of termination of employment, the Employee shall be entitled to benefits in respect of
the employment with BTS in an amount at least equal to the Actuarial Equivalent of the deferred
pension as defined under the rules of the Bell Data Systems pension plan in effect on March 31,
1987, based on the Employee's highest average compensation as of March 31, 1987.
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SECTION B3 - SPECIAL PROVISIONS FOR EMPLOYEES WHO WERE MEMBERS OF THE
BCE MOBILE COMMUNICATIONS INC. PENSION PLAN AS OF DECEMBER 31, 2000

The provisions of this section shall apply only to Employees who were members of the BCE Mobile
Communications Inc. Pension Plan as of December 31, 2000.

B3.1

Employees who were members of the BCE Mobile Communications Inc. Pension Plan as of
December 31, 2000 shall be entitled to the benefits calculated in accordance with the provisions
of sections 1 to 15 of the Plan for their entire period of Pensionable Employment.

Notwithstanding the above, Employees who were Qualified Members as defined under the rules
of the BCE Mobile Communications Inc. Pension Plan in effect on December 31, 2000, shall be
entitled, for their Pensionable Employment on or after January 1, 1987, to the larger of the
benefits calculated in accordance with the provisions of sections 1 to 15 of the Plan or the
benefits calculated in accordance with the provision of appendix A and, for their Pensionable
Employment prior to January 1, 1987, to the benefits calculated in accordance with the
provisions of appendix A.

In no event will the benefits payable to an Employee who was a member of the BCE Mobile
Communications Inc. Pension Plan prior to January 1, 2001 be less than the benefits accrued
under such plan prior to such date.

B3.2

For Employees who were members of the BCE Mobile Communications Inc. Pension Plan as of
December 31, 2000, who were Members of the Plan at any time prior to January 1, 1987 and
who were transferred to National Mobile Radio Communications Inc. at Bell Canada's request
before August 1, 1987, the reduction in pension under section 5.3 of the Plan cannot exceed
10%. In any event, such reduction shall not be less than the minimum reduction prescribed
under the Applicable Legislation.
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SECTION 84

-

SPECIAL PROVISIONS FOR UNIONIZED EMPLOYEES OF
NORTEL NETWORKS CORPORATION TRANSFERRED TO
EXPERTECH NETWORK INSTALLATIONS INC. AS OF MAY 26, 2000

The provisions of this section shall apply only to Employees who were unionized employees of Nortel
Networks Corporation ("Nortel") and who were transferred to Expertech Networks Installations Inc.
("Expertech") effective May 26, 2000 (the "Nortel Transferees"), pursuant to the Asset Purchase
Agreement dated April 28, 2000 (the "Asset Purchase Agreement"). As a result of the foregoing transfers,
and subject to regulatory approval of the pension asset transfer provided under the Asset Purchase
Agreement, the rights and benefits of the Nortel Transferees under the Plan shall be determined as
follows:

84.1

The benefits payable under the Plan to Nortel Transferees shall be determined and calculated in
accordance with the provisions of the Plan. The years of employment of such Employees with
Nortel prior to May 26, 2000 shall
(i)

constitute years of Continuous Employment under the Plan and will be considered for
purposes of eligibility to the benefits,

(ii)

be recognized in their Term of Employment, and

(iii)

be considered as years of Pensionable Employment under the Plan.

Notwithstanding the preceding paragraph, the benefits payable under the Plan to Nortel
Transferees, with respect to their years of employment with Nortel prior to May 26, 2000, shall not
be less than the benefits they would have been entitled to if their benefits for such years of
employment had been determined and calculated in accordance with the provisions of the Nortel
Networks Negotiated Pension Plan in effect on May 26, 2000.
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SECTION 85

-

SPECIAL PROVISIONS FOR EMPLOYEES TRANSFERRED FROM CERTEN INC.
PURSUANT TO THE TRANSITION AGREEMENT DATED MAY 28, 2003

The provisions of this section shall apply only to Employees who were employees of Certen Inc. and who
were transferred to Bell Canada (the "Gerten Transferees") pursuant to the Transition Agreement dated
May 28, 2003 (the "Transition Agreement"). As a result of the foregoing transfers, and subject to
regulatory approval of the pension asset transfer provided under the Transition Agreement, the rights and
benefits under the Plan of the Gerten Transferees who started employment with Bell Canada as of July 1,
2003 or thereafter (the "Transfer Date") shall be determined as follows:
B5.1

Employees who were members of the Certen Inc. Pension Plan prior to their Transfer Date are
eligible to participate in the Plan as of their Transfer Date. Employees who were hired by Certen
Inc. on or after April 1, 2001 and who were not members of the Certen Inc. Pension Plan prior to
their Transfer Date are eligible to participate in the Plan on the date they satisfy the eligibility
requirements provided under the Plan, their years of employment with Certen Inc. being
recognized in their Term of Employment.

B5.2

The years of employment with Certen Inc. and the years of prior employment with Bell Canada, as
applicable, shall

B5.3

(i)

constitute years of Continuous Employment under the Plan and will be considered
for purposes of eligibility to the benefits,

(ii)

be recognized in the Term of Employment, and

(iii)

be considered as years of Pensionable Employment under the Plan.

For greater certainty, all benefits accrued under the Certen Inc. Pension Plan by an
Employee who was employed in Quebec prior to his or her Transfer Date, in respect of his or her
years of employment with Certen Inc., are fully vested under the Plan as of the Transfer Date.
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APPENDIXC

SPECIAL PROVISIONS
FOR ELIGIBLE EMPLOYEES UNDER
THE PAY EQUITY SETTLEMENT AGREEMENTS
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PREAMBLE TO APPENDIX C

The provisions of appendix C shall apply only to Eligible Employees under the terms of the Settlement
Agreement entered into between the Canadian Telecommunications Employees' Association and Bell
Canada on August 30, 2002 and to employees of Bell Canada who held excluded non-management
positions and who were awarded the same treatment, and to Eligible Employees under the terms of the
Settlement Agreement entered into between Communications, Energy and Paperworkers Union of
Canada and Femmes Action and Bell Canada on December 5, 2005 and ratified on June 19, 2006.

The provisions of this appendix shall be read in conjunction with the other provisions of the Plan; however,
in case of any inconsistency, the provisions of this appendix shall prevail.
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SECTION C1 - DEFINITIONS

Unless the context or the definitions under the following paragraphs of this section clearly indicate
otherwise, the terms shall have the meanings as specified in section 1 of the Plan.

"2002 Settlement Agreement" means the Settlement Agreement entered into between the Canadian

Telecommunications Employees' Association and Bell Canada on August 30, 2002.

"2006 Settlement Agreement" means the Settlement Agreement entered into between Communications,

Energy and Paperworkers Union of Canada and Femmes Action and Bell Canada on December 5, 2005
and ratified on June 19, 2006.

"Average Annual Pensionable Earnings" means the Average Annual Pensionable Earnings defined in
section 1.3, and:
i)

in the case of a former Employee of the Company at the time of the Pay Equity Settlement
Payment, adjusted to include the Pay Equity Pensionable Settlement Payment for the month
immediately preceding termination of employment from the Company;

ii)

in the case of an active Eligible Employee other than a Pay Equity DC Member, adjusted to
include the Pay Equity Settlement Payment for the month in which the Pay Equity Settlement
Payment is received; or

iii)

in the case of a Pay Equity DC Member, not including the Pay Equity Settlement Payment.

"Eligible Employee" means a current or former employee of the Company who is entitled to a Pay Equity
Settlement Payment.

"Pay Equity DC Account" means the aggregate of the Pay Equity DC Contributions plus Investment
Earnings thereon, in respect of a Pay Equity DC Member.

"Pay Equity DC Contributions" means the contributions deposited in the Pay Equity DC Account in respect
of a Pay Equity DC Member.

"Pay Equity DC Member" means an active Eligible Employee currently participating in the DB Provisions who
has elected to participate in the Pay Equity DC Portion of the Plan in relation with the Pay Equity Pensionable
Settlement Payment or an active Eligible Employee currently participating in the DC Provisions.

"Pay Equity DC Portion" means the DC portion of the Plan set forth in this appendix.

"Investment Earnings" means the Pension Fund's rate of return, as published monthly. The method used
for calculating and allocating Investment Earnings shall be determined by the Employees' Benefit Committee.

"Pay Equity Settlement Payment" means the amount or amounts received under the Settlement
Agreements.
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"Pay Equity Pensionable Settlement Payment" means:
i)

100% of the Pay Equity Settlement Payment under the 2002 Settlement Agreement, or

ii)

82% of the Pay Equity Settlement Payment under the 2006 Settlement Agreement excluding:
pain and suffering damages, and
lump sum of $1,000 for Employees with less than one year of service covered by the
settlement.
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SECTION C2 - ADDITIONAL PENSIONS

The pension payable to a former Employee of the Company who is a .Retired Member or a deferred
pensioner and who is entitled to a Pay Equity Pensionable Settlement Payment, or the pension payable to
the surviving Spouse of such former Employee, shall be recalculated as of the Member's retirement date
using the Average Annual Pensionable Earnings as defined in this appendix. The resulting increase in
pension, if any, including any adjustments made pursuant to the provisions of section 8 of the Plan, shall
become payable from the last day of the month following the month during which the Pay Equity
Settlement Payment is made or from the Member's retirement date for deferred pensioner.

In addition, the cumulative amount of retroactive monthly pension adjustments shall be paid as a lump
sum to a Retired Member, a surviving Spouse or the legal heirs of a deceased Retired Member or
surviving Spouse.

For greater certainty, no pension adjustment is made with respect to an Eligible Employee who has not
retired and who has no rights under the Plan at the time of the Pay Equity Pensionable Settlement
Payment.
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SECTION C3 - PAY EQUITY DEFINED CONTRIBUTION PORTION

The benefits provided under the Pay Equity DC Portion shall be in addition to any benefits provided under
the defined benefit provisions of the Plan. Furthermore, the transfers under this section C3 shall be
subject to any limitations prescribed by the Applicable Legislation in respect of the transfer of monies from
the Fund.

a)

Contributions

On the first day of the month following the Pay Equity Settlement Payment to an active Eligible Employee
who has elected to participate under the Pay Equity DC Portion of the Plan, a Pay Equity DC Contribution
shall be deposited in the Pay Equity DC Account of the Pay Equity DC Member.
Under the 2002 Settlement Agreement, the Pay Equity DC Contribution shall be determined in accordance
with schedule C.
Under the 2006 Settlement Agreement, the Pay Equity DC Contribution shall be determined as the
Actuarial Equivalent value of the additional pension benefits that would have been payable upon
termination as of December 31, 2005 with the Average Annual Pensionable Earnings under the DB
Provisions adjusted to include the Pay Equity Pensionable Settlement Payment.

The Pay Equity DC Contribution in any calendar year in respect of a Pay Equity DC Member shall not
exceed the amount of contributions permissible under the Income Tax Act (Canada), after appropriate
recognition of any pension credit accrued by the Pay Equity DC Member in respect of such calendar year
under the provisions of the Plan. The balance of any Pay Equity DC Contribution that cannot be credited
in a given year shall be credited on January 1st of the following year, subject to the applicable limitations.

b)

Valuation of Pay Equity DC Account

The Pay Equity DC Account of a Pay Equity DC Member shall be valued at the end of each month, at
which time Investment Earnings shall be allocated to the account.

c)

Retirement Benefits

A Pay Equity DC Member who retires after having attained age 55 shall receive the balance of the Pay
Equity DC Account in the form of a lump sum transfer to another registered pension plan, to a retirement
savings plan of the prescribed kind, or to an insurance company for the purchase of an immediate or
deferred life annuity, payable no later than as permitted under Applicable Legislation.
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d)

Death Benefits

If a Pay Equity DC Member dies prior to the payment or transfer of the Pay Equity DC Account in
accordance with this appendix, the Member's Spouse, if any, shall receive the balance of the Pay Equity
DC Account in the form of a lump sum transfer to another registered pension plan, to a retirement savings
plan of the prescribed kind, or to an insurance company for the purchase of an immediate or deferred life
annuity, payable no later than as permitted under Applicable Legislation.

e)

Termination Benefits

Subject to the following paragraph, a Pay Equity DC Member whose employment terminates for any
reason other than death or retirement shall receive the balance of the Pay Equity DC Account in the form
of a lump sum transfer to another registered pension plan, to a retirement savings plan of the prescribed
kind, or to an insurance company for the purchase of an immediate or deferred life annuity, payable no
later than as permitted under Applicable Legislation.

A Pay Equity DC Member who is entitled to a transfer in accordance with the preceding paragraph, and
who does not elect the portability of defined benefits as per section 9 of the Plan shall leave the Pay Equity
DC Account in the Plan in lieu of the immediate transfer. In this case, the Pay Equity DC Member shall
receive, at retirement date, the balance of the Pay Equity DC Account in the form of the lump sum transfer
specified above.

f)

Transfer of Employment

If a Pay Equity DC Member is transferred under a Reciprocal Agreement to another legal entity, the Pay
Equity DC Member shall leave the Pay Equity DC Account in the Plan; in such case, the entitlement of the
Pay Equity DC Member to the subsequent transfer of the Pay Equity DC Account shall be determined in
accordance with section 3(e) of this appendix on the date the Pay Equity DC Member is no longer
employed with the Company, any Participating Company or any legal entity which is associated with the
Company or a Participating Company.
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SCHEDULE C

PAY EQUITY DC CONTRIBUTION

(UNDER APPENDIX C)
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SCHEDULEC

DEFINED CONTRIBUTION PERCENTAGE (Applicable to Pay Equity Settlement Amount)
Completed Years of Pensionable Employment
Age

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

0
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
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1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
2%
2%
2%
2%
2%
2%
2%
2%
3%
3%
3%
3%
3%
3%
4%
4%
4%
4%
4%
4%
4%
4%
4%

2
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
1%
2%
2%
2%
2%
2%
2%
2%
2%
2%
3%
3%
3%
3%
3%
4%
4%
4%
4%
4%
5%
5%
5%
6%
6%
6%
7%
7%
8%
8%
9%
9%
9%
9%
9%
9%

3

4

5

6

7

8

9

10

11

12

13

14

15

1%
1%
1%
1%
1%
2%
2%
2%
2%
2%
2%
2%
2%
2%
3%
3%
3%
3%
3%
4%
4%
4%
4%
4%
5%
5%
5%
6%
6%
6%
7%
7%
8%
8%
8%
9%
10%
10%
11%
11%
12%
13%
13%
13%
13%
13%
13%

2%
2%
2%
2%
2%
2%
2%
2%
3%
3%
3%
3%
3%
4%
4%
4%
4%
4%
5%
5%
5%
6%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
11%
11%
12%
13%
14%
14%
15%
16%
17%
17%
17%
17%
17%
17%

2%
2%
2%
3%
3%
3%
3%
3%
3%
4%
4%
4%
4%
5%
5%
5%
6%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
11%
11%
12%
13%
13%
14%
15%
16%
17%
18%
19%
20%
21%
21%
21%
21%
21%
21%

3%
3%
3%
3%
4%
4%
4%
4%
4%
5%
5%
5%
6%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
11%
11%
12%
13%
13%
14%
15%
16%
17%
18%
19%
20%
22%
23%
24%
26%
26%
26%
26%
26%
26%

3%
4%
4%
4%
4%
5%
5%
5%
5%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
10%
11%
12%
12%
13%
14%
15%
16%
17%
18%
19%
20%
21%
22%
24%
25%
27%
28%
30%
30%
30%
30%
30%
30%

4%
4%
5%
5%
5°/o
6%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
11%
11%
12%
13%
13%
14%
15%
16%
17%
18%
19%
20%
21%
23%
24%
26%
27%
29%
31%
32%
34%
34%
34%
34%
34%
34%

5%
5%
6%
6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
11%
11%
12%
13%
13%
14%
15%
16%
17%
18%
19%
20%
21%
23%
24%
25%
27%
29%
30%
32%
34%
36%
39%
39%
39%
39%
39%
39%

6%
6%
7%
7%
7%
8%
8%
9%
9%
10%
10%
11%
12%
12%
13%
14%
15%
16%
17%
18%
19%
20%
21%
22%
24%
25%
27%
28%
30%
32%
34%
36%
38%
40%
43%
43%
43%
43%
43%
43%

7%
7%
8%
8%
9%
9%
10%
10%
11%
12%
12%
13%
14%
15%
15%
16%
17%
18%
19%
21%
22%
23%
25%
26%
28%
29%
31%
33%
35%
37%
40%
42%
45%
47%
47%
47%
47%
47%
47%

8%
8%
9%
9%
10%
11%
11%
12%
13%
13%
14%
15%
16%
17%
18%
19%
20%
21%
22%
24%
25%
27%
28%
30%
32%
34%
36%
38%
41%
43%
46%
49%
52%
52%
52%
52%
52%
52%

9%
10%
10%
11%
11%
12%
13%
14%
14%
15%
16%
17%
18%
19%
20%
22%
23%
24%
26%
27%
29%
31%
33%
35%
37%
39%
41%
44%
47%
50%
53%
56%
56%
56%
56%
56%
56%

10%
11%
12%
12%
13%
14%
15%
16%
16%
17%
19%
20%
21%
22%
23%
25%
26%
28%
30%
31%
33%
35%
37%
40%
42%
45%
47%
50%
53%
57%
60%
60%
60%
60%
60%
60%

12%
12%
13%
14%
15%
16%
17%
18%
19%
20%
21%
22%
24%
25%
27%
28%
30%
32%
34%
36%
38%
40%
42%
45%
48%
51%
54%
57%
61%
64%
64%
64%
64%
64%
64%
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SCHEDULEC
DEFINED CONTRIBUTION PERCENTAGE (Applicable to Pay Equity Settlement Amount)
Completed Years of Pensionable Employment

16
Age

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

17

18

19

20

21

22

23

24

25

26

27

28

29

30

13%
14%

15%

15%

16%

17%

16%

17%

18%

19%

17%

18%

19%

20%

21%

18%

19%

20%

21%

22%

19%

20%

21%

22%

24%

25%

26%

20%

21%

22%

24%

25%

26%

27%

21%

22%

24%

25%

26%

28%

29%

30%

32%

22%

24%

25%

27%

28%

29%

31%

32%

34%

35%

24%

25%

27%

28%

30%

31%

33%

34%

36%

37%

25%

27%

28%

30%

31%

33%

35%

36%

38%

39%

41%

42%

27%

28%

30%

32%

33%

35%

37%

38%

40%

42%

43%

45%

47%

28%

30%

32%

34%

35%

37%

39%

41%

42%

44%

46%

48%

50%

51%

30%

32%

34%

36%

37%

39%

43%

45%

47%

49%

51%

52%

54%

56%

32%

34%

36%

38%

40%

42%

41%
.
44%

46%

48%

50%

52%

54%

56%

58%

60%

34%

36%

38%

40%

42%

44%

46%

48%

51%

53%

55%

57%

59%

61%

63%

36%

38%

40%

42%

45%

47%

49%

51%

54%

56%

58%

60%

63%

65%

67%

38%

40%

43%

45%

47%

50%

52%

55%

57%

59%

62%

64%

66%

69%

71%

40%

43%

45%

48%

50%

53%

55%

58%

60%

63%

65%

68%

70%

73%

75%

43%

45%

48%

51%

53%

56%

59%

61%

64%

67%

69%

72%

75%

77%

80%

45%

48%

51%

54%

57%

59%

62%

65%

68%

71%

74%

76%

79%

82%

85%

23%
29%

39%

48%

51%

54%

57%

60%

63%

66%

69%

72%

75%

78%

81%

84%

87%

90%

51%

54%

57%

61%

64%

67%

70%

73%

77%

80%

83%

86%

89%

92%

96%

54%

58%

61%

64%

68%

71%

74%

78%

81%

85%

88%

91%

95%

98%

102%

57%

61%

65%

68%

72%

75%

79%

83%

86%

90%

93%

97%

101%

104%

108%

61%

65%

69%

72%

76%

80%

84%

88%

92%

95%

99%

103%

107%

111%

114%

65%

69%

73%

77%

81%

85%

89%

93%

97%

101%

105%

109%

113%

117%

121%

69%

73%

77%

82%

86%

90%

95%

99%

103%

107%

112%

116%

120%

125%

129%

69%

73%

77%

82%

86%

90%

95%

99%

103%

107%

112%

116%

120%

125%

129%

69%

73%

77%

82%

86%

90%

95%

99%

103%

107%

112%

116%

120%

125%

129%
129%

69%

73%

77%

82%

86%

90%·

95%

99%

103%

107%

112%

116%

120%

125%

69%

73%

77%

82%

86%

90%

95%

99%

103%

107%

112%

116%

120%

125%

129%

69%

73%

77%

82%

86%

90%

95%

99%

103%

107%

112%

116%

120%

125%

129%
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SCHEDULEC
DEFINED CONTRIBUTION PERCENTAGE (Applicable to Pay Equity Settlement Amount)
Completed Years of Pensionable Employment
Age

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65

31

32

33

34

35

36

37

38

39

40

41

42

43

44

62%
65%
69%
73%
78%
83%
88%
93%
99%
105%
111%
118%
126%
133%
133%
133%
133%
133%
133%

67%
72%
76°/o
80%
85%
91%
96%
102%
108%
115%
122%
130%
138%
138%
138%
138%
138%
138%

74%
78%
83%
88%
93%
99%
105%
112%
119%
126%
134%
142%
142%
142%
142%
142%
142%

81%
86%
91%
96%
102%
108%
115%
122%
130%
138%
146%
146%
146%
146%
146%
146%

88%
93%
99%
105%
112%
118%
126%
133%
142%
150%
150%
150%
150%
150%
150%

96%
102%
108%
115%
122%
129%
137%
146%
155%
155%
155%
155%
155%
155%

105%
111%
118%
125%
133%
141%
150%
159%
159%
159%
159%
159%
159%

114%
121%
129%
137%
145%
154%
163%
163%
163%
163%
163%
163%

124%
132%
140%
149%
158%
168%
168%
168%
168%
168%
168%

135%
144%
153%
162%
172%
172%
172%
172%
172%
172%

147%
156%
166%
176%
176%
176%
176%
176%
176%

160%
170%
181%
181%
181%
181%
181%
181%

174%
185%
185%
185%
185%
185%
185%

189%
189%
189%
189%
189%
189%

Bell Canada Pension Plan
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Restated May 1, 2013
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Revised Amendment No. 20 to the Bell Canada Pension Plan

Effective July 1, 2012, the Bell Canada Pension Plan is amended as follows:
1.

By adding the following paragraphs to both section 6. 6 and sectionA3. 7:

The benefit payable to a Member's Beneficiary under a guarantee option may, if so
requested by the Beneficiary, be paid in a lump sum Actuarial Equivalent of the
remaining payments under the guarantee option.

In the event of the death of a designated Beneficiary who is in receipt of guaranteed
payments under the Plan prior to the end of such guaranteed period, the balance of such
payments shall be paid to the estate of the deceased Member in a lump sum Actuarial
Equivalent of the remaining payments under the guarantee option.

2.

By replacing sections 9.2 and 9.3 by thefollowing:

9.2

Notwithstanding section 9.1, where the sum of the DC Member Account and the lump
sum Actuarial Equivalent of the benefits payable under the DB Provisions is less than
20% of the Maximum Pensionable Earnings for the year the Member terminates
employment, retires or dies, or such other limit as may be prescribed under the
Applicable Legislation, the aggregate value of the DC Member Account and the lump
sum Actuarial Equivalent of the benefits payable under the DB Provisions will be paid in
cash to the Member or the surviving Spouse.

3.

By removing sections 6.4 andA3.2.

4.

By adding the following paragraph to both section 6.3 and sectionA3.1:

Notwithstanding the above and subject to section 9 .2, on the death prior to retirement of
a Member who has attained age 55, the surviving Spouse entitled to a lump sum in
accordance with the preceding paragraphs, if any, may instead elect to receive a survivor
pension that is the Actuarial Equivalent of this lump sum.

1
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Amendment No. 21 to the Bell Canada Pension Plan

Effective July 5, 2013, the Bell Canada Pension Plan is amended as follows:
1.

By replacing section 3.1 by the following:

All Employees shall become Members of the Plan after they have completed a Term of
Employment of 24 months, except for Employees who, because of their religious beliefs,
object to becoming Members of the Plan or for Employees of a Participating Company, if
they are accruing benefits under another pension plan sponsored by that Participating
Company.

2.

By replacing section 3.2 by the following:

Notwithstanding section3.1, Employees hired on or after October 1, 2004 shall become
DC Members of the Plan after they have completed a Term of Employment of3 months,
unless otherwise provided under the applicable collective agreement provisions or rules
of the Company or the relevant Participating Company and except for Employees who,
because of their religious beliefs, object to becoming Members of the Plan or for
Employees of a Participating Company, if they are accruing benefits under another
pension plan sponsored by that Participating Company. An Employee who becomes a DC
Member in accordance with this section 3.2 shall not accrue Pensionable Employment
under the DB Provisions.

1
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Amendment No. 22 to the Bell Canada Pension Plan

Effective January 1, 2014, the Bell Canada Pension Plan is amended as follows:
1.

By replacing section 1.18 by the following:

"Employee" means, prior to January 1, 2014, a person who receives a regular and stated DB or DC
Compensation, as applicable, from the Company or one of the Participating Companies, other than
a pension or retainer. Effective January 1, 2014, "Employee" means a person who receives DB or
DC Compensation, as applicable, from the Company or one of the Participating Companies, other
than a pension or retainer;

2.

By replacing section 3.2 by the following:

Notwithstanding section 3.1, Employees hired on or after October 1, 2004 shall become DC
Members of the Plan, unless otherwise provided under the applicable collective agreement
provisions or rules of the Company or the relevant Participating Company and except for Employees
who, because of their religious beliefs, object to becoming Members of the Plan or for Employees of
a Participating Company, if they are accruing benefits under another pension plan sponsored by that
Participating Company, on:

(i)

the day of completion of a Term of Employment of 3 months in the case of Employees
receiving a regular and stated DC Compensation from the Company or one of the
Participating Companies (for greater certainty not including Employee acting in a
freelance capacity); or

(ii) the first day of January coincident with or next following the date on which Employees
have earned, in respect of employment with the Company or one of the Participating
Companies, at least 35% of the Maximum Pensionable Earnings in two consecutive
calendar years in all other cases (for greater certainty including Employee acting in a
freelance capacity).

An Employee who becomes a DC Member in accordance with this section 3.2 shall not accrue
Pensionable Employment under the DB Provisions.

142
Amendment No. 23 to the Bell Canada Pension Plan

Effective December 31, 2014, the Bell Canada Pension Plan is amended as follows:
1.

By adding the following section 86 at the end of the appendix 8:
SECTION BG -

SPECIAL PROVISIONS FOR MEMBERS AND EMPLOYEES ELIGIBLE TO THE
BELL ALIANT PENSION PLAN (ONTARIO AND QUEBEC) TRANSFERRED TO
THE PLAN AS OF DECEMBER 31, 2014

The provisions of this section shall apply only to employees who were members or who were eligible
to become members of the Bell Aliant Pension Plan (Ontario and Quebec) and who were transferred
to the Bell Canada Pension Plan (the "Bell Aliant Transferees") as of December 31, 2014. As a result
of the foregoing transfers, and subject to regulatory approval of the pension asset transfer, the rights
and benefits under the Plan of the Bell Aliant Transferees shall be determined as follows:

B6.1

Bell Aliant Transferees who were members of the Bell Aliant Pension Plan (Ontario and
Quebec) prior to the effective transfer date are eligible to participate in the Plan as of
December 31, 2014. Bell Aliant Transferees who were not members of the Bell Aliant
Pension Plan (Ontario and Quebec) prior to December 31, 2014 are eligible to participate
in the Plan on the date they satisfy the eligibility requirements provided under the Plan.

B6.2

"Continuous Employment", "Term of Employment", "Pensionable Employment" and "DB
Compensation" as determined and recognized for Bell Aliant Transferees under the Bell
Aliant Pension Plan (Ontario and Quebec) shall respectively be recognized as Continuous
Employment, Term of Employment, Pensionable Employment and DB Compensation
under the Plan.

1

1 43
Amendment No. 24 to the Bell Canada Pension Plan

Effective December 31, 2015, the Bell Canada Pension Plan is amended as follows:
1.

By replacing the section 4. 1 by the following:

In each calendar year or portion thereof, a DC Member may elect to make DC Member Contributions,
subject to section 4.6. Such DC Member Contributions shall be equal to 0%, 1 % or 2% of the DC
Compensation, as elected by the DC Member. The DC Member may elect to change the contribution
rate as permitted under the applicable rules of the Company or the relevant Participating Company. In
the absence of such instruction from the DC Member after two years of membership, a default
contribution of 2% may be set by the Company.

2.

By replacing the section 4. 2 by the following:

In each calendar year or portion thereof, a DC Member who makes DC Member Contributions equal
to 2% of the DC Compensation may elect to make DC Member Additional Contributions, subject to
section 4.6. Such DC Member Additional Contributions shall be equal to full integers from 0% to 10%
of the DC Compensation, as elected by the DC Member. The DC Member may elect to change the
contribution rate as permitted under the applicable rules of the Company or the relevant Participating
Company.

3.

By replacing the subsection 5. 1 (ii) and 7. 1 (ii) by the following:

(ii)

the balance of the DC Member Additional Account in the form of a lump sum transfer in
Prescribed Manner under the Applicable Legislation.

4.

By replacing "1.34" by "1.35" in section 8.5.

5.

By replacing "cash" by "Prescribed Manner under the Applicable Legislation" in section 9.2.

6.

By deleting the word "active" in section 15.2.

1
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I - INTRODUCTION

This report has been prepared for Bell Canada and presents the results of the actuarial valuation of the
Bell Canada Pension Plan (referred to as the "Plan") as at December 31, 2016. The Plan is governed by
the Pension Benefits Standards Act, 1985 and the related Regulations (referred to as the "PBSA"). The
Plan consists of a defined benefit component ("DB Component") and a defined contribution component
("DC Component"). The last actuarial valuation of the Plan filed with the government authorities was
conducted as at December 31, 2015 in accordance with the PBSA.
Since the previous valuation, no changes have been made to the plan provisions or to the actuarial
methods.
The actuarial assumptions used for the purposes of this valuation are different from those used for the
previous valuation to adjust to prevailing market conditions and long-term economic and demographic
expectations as at the current valuation date and revised Statement of Investment Policies and Procedures
("SIPP") investment strategy, with specific asset mix for the retirees and active members. It also reflects
Bell Canada's terms of engagement regarding margins for adverse deviation in the going-concern
discount rate and regarding valuation of solvency liabilities, with benefits expected to be settled by a
purchase of annuities valued based on a replicating portfolio approach, as described in the Canadian

Alternative Settlement Methods for Hypothetical
Wind-Up and Solvency Valuations. This methodology along with the assumptions used are outlined in

Institute of Actuaries' ("CIA") Educational Note on
Appendix D.

Since the previous valuation, the following events have had an impact on membership:
�

On October 1, 2016, managers of the Bell Aliant Defined Contribution Plan were transferred to
the DC Component of the Plan. Their DC accounts were transferred to the Plan on November 25,
2016.

�

On December 31, 2016, O.N. Tel Inc. ("ONTERA") was amalgamated into NorthernTel, a
participating company in the Regime de retraite de Telebec ltee ("Telebec Plan"), and employees
were transferred from the DC Component of the Plan to DC Component of the Telebec Plan. The
balance of their DC accounts is yet to be transferred as at December 31, 2016. As a result of this
amalgamation, ONTERA is no longer a participating company in the Plan.

As indicated in the last actuarial valuation report, the Plan had unused advance contributions of $218.6
million as at December 31, 2015, which were totally used to cover a portion of the 2016 minimum
required amortization payments. In December 2016, Bell Canada contributed to the Plan the balance of
the 2016 minimum required amortization payments ($1.9 million) and also contributed $348.1 million
over and above that minimum funding requirements. As such, unused advance contributions as at
December 31, 2016 are $348.1 million.
As at the valuation date, the following companies participate in the Plan:
�

Bell Canada (referred to as "BELL");

�

Expertech Network Installation Inc. (referred to as "EXPERTECH");

�

Bell Mobility Inc. (referred to as "MOBILITY");

�

Bell TV (referred to as "BELL TV"); and

�

Bell Media (referred to as "MEDIA").

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016
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I -Introduction (cont'd)
The purposes ofthe report are:
>-

to present information on the financial position ofthe Plan;

>-

to review the solvency of the Plan;

>-

to determine the minimum and maximum funding requirements for 2017; and

>-

to provide the information and actuarial opinion required by the Office of the Superintendent of
Financial Institutions ("OSFI") and the Canada Revenue Agency.

Here are the highlights ofthis valuation:
>-

as at December 31, 2016, for the DB Component, the actuarial value of assets of the Plan,
excluding unused advance contributions, is $15,000.6 million and the going-concern actuarial
liability is $14,541.0 million. The going-concern actuarial surplus is estimated at $459.6 million;

>-

as at December 31, 2016, for the DC Component, the actuarial value of assets of the Plan is equal
to the liabilities ofthe Plan of$998.4 million;

>-

the aggregate Employer normal actuarial cost for 2017 is estimated at $200.5 million ($113.8
million for the DB Component and $86.7 million for the DC Component) or 8.5% of the
estimated aggregate Pensionable Earnings of$2,364.8 million;

>-

as at December 31, 2016, the Plan has a solvency ratio of 95.7%, an average solvency ratio of
93.9%, a solvency shortfall of$692.l million and a solvency deficiency of$987.7 million; and

>-

amortization

payments are required to liquidate the solvency deficiency.

The minimum

amortization payments for 2017 are $197.5 million.
The directives of the Superintendent require that pension plans with solvency ratios of less than 1.20 file
annual valuation reports. As such, the actuarial opinion contained in this report is only valid for 2017 and
the next valuation report must have a valuation date no later than December 31, 2017.
To our knowledge, there has been no specific event subsequent to the valuation date which would have a
material impact on the results shown in this report.

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016
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11-VALUATIONRESULTS

ASSETS
The assets of the DB Component of the Bell Plan are mainly invested in units of the BCE Master Trust
Fund, while the assets of the DC Component of the Plan are invested in pooled funds. For the purposes of
the valuation, we have used the information contained in the annual financial statements of the Plan as at
December 31, 2016, audited by Deloitte LLP, as well as the monthly financial statements issued by RBC
Investor and Treasury Services, adjusted for pending individual transfers under reciprocal agreements.
The actuarial value of assets has been calculated using a method that recognizes market values but
amortizes market value fluctuations of public equities of the DB Component over four years.

December 31, 2016

December 31, 2015

$15,515.5
$15,167.4

$15,225.3
$15,006.7

Including unused advance contributions
Excluding unused advance contributions

$15,344.8
$15,000.6

$14,768.5
$14,556.5

Ratio of Actuarial Value to Market Value

98.9%

97.0%

$998.4

$740.0

(in millions)
DB Component
Market Value of Assets

Including unused advance contributions
Excluding unused advance contributions
Actuarial Value of Assets

DC Component
Market/Actuarial Value of Assets

The development of asset values for the Plan is presented in Appendix A.

GOING-CONCERN VALUATION
The actuarial liability is the portion of the total funding requirement of the Plan allocated to prior years by
the actuarial cost method and assumptions. Likewise, the normal actuarial cost represents the portion of
the total funding requirement allocated to a particular year of membership. The total funding requirement
was determined on the basis of:

>

the Plan provisions in effect on the valuation date;

>

the actuarial cost method and assumptions which were selected in the context of the long-term
funding of the Plan and which are based on Bell Canada's terms of engagement. Although the
assumptions are intended to have long-range validity, emerging experience in any given year may
differ from the assumptions and can result in experience gains and losses which will be revealed
in future valuations; and

>

the membership data which, after appropriate validation, was found to be sufficient and reliable
for the purposes of the valuation.

The actuarial cost method and assumptions, prov1s10ns for expenses and adverse deviation, the
membership data and the Plan provisions are summarized in the appendices.
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Valuation Results (cont'd)

Financial position of the Plan
The financial position of the Plan is measured by comparing the actuarial value of Plan assets with the
going-concern actuarial liability. The financial position of the Plan can be summarized as follows:

December

(in millions)

31, 2016

December

31, 2015

DB Component
Actuarial Value of Assets

Including unused advance contributions
Excluding unused advance contributions

$15,344.8
$15,000.6

$14,768.5
$14,556.5

$2,973.6
16.3
10,479.8
540.5
378.7
141.4
10.7
$14,541.0

$3,597.9
17.5
9,156.2
476.2
356.2
177.0
9.9
$13,790.9

$803.8
$459.6

$977.6
$765.6

$998.4

$740.0

Actuarial Liability

Active Members
Pay Equity Accounts
Pensioners
Beneficiaries
Deferred Pensions
Transferred Members (I)
Outstanding Payments
Total
Actuarial Surplus/(Deficit)

Including unused advance contributions
Excluding unused advance contributions

DC Component
Actuarial Value of Assets/Liability
\I)

Members with past entitlements remammg m tile Plan
.

.

The reconciliation of the actuarial surplus since the last valuation is presented in Appendix C.

Normal Actuarial Cost

I

(in millions)
Estimated Employer Cost

(%of Pensionable Earnings)

2017
DB

DC

Total

$113.8
13.2%

$86.7
5.8%

$200.5
8.5%

n/a

27.3
1.8%

n/a

DC

Total

$133.5
13.6%

$82.4
5.7%

$215.9
8.9%

27.3
1.2%

n/a

25.7
1.8%

25.7
1.1%

16.3
1.1%

16.3
0.7%

n/a

13.9
1.0%

13.9
0.6%

$113.8

$130.3

$244.1

$133.5

$122.0

$255.5

13.2%

8.7%

10.3%

13.6%

8.5%

10.6%

$859.0

$1,505.8

$2,364.8

$979.3

$1,433.1

$2,412.4

Estimated Member Voluntary Contributions

(%of Pensionable Earnings)

Estimated Member Additional Contributions

(%of Pensionable Earnings)

Total Normal Actuarial Cost

I

2016
DB

(% of Pensionable Earnings)
Estimated Pensionable Earnings

The breakdown of the actuarial liability, the actuarial surplus/(deficit) and the normal actuarial cost by
participating company is presented in Appendix B.

Sensitivity Analysis
If a 1.0% lower discount rate would be used, the impact on the actuarial liability and the normal actuarial
cost of the DB Component would be an increase of$2,008.4 million and $24.0 million respectively.
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II - Valuation Results (cont'd)

SOLVENCY VALUATION
The PBSA requires that the solvency of a pension plan be ascertained when a valuation is performed. The
purpose of the regulatory provisions in relation with the solvency test is to accelerate the funding of a
pension plan when its financial position falls below the prescribed level. As per the regulations, an
Adj usted Solvency Asset Amount is calculated by multiplying the Average Solvency Ratio by the amount
of the solvency liabilities.
The following table presents the solvency valuation results of the DB Component and provides details of
the calculation of the solvency deficiency as at the valuation date:

�
(in millions)

�1

2016

December 31, 2015

December 31, 2014

Solvency Assets
Market Value of Assets
Wind-up Expenses

TOTAL

$15,515.5

$15,225.3

�

Qlill

(13.0)

$15,499.5

$15,212.3

$14,963.0

$3,793.0

$4,403.3

$4,254.5

16.3

17.5

18.4

11,155.4

10,547.9

10,625.4

$14,976.0

Solvency Liability

Active Members (I)

Pay Equity Account
Pensioners
Beneficiaries

557.5

531.2

Deferred Pensions <2l

521.6

480.8

486.4

474.1

177.9

214.0

221.4

10.7

9.9

7.6

$16,191.6

$16,210.2

$16,123.0

($692.1)

($997.9)

($1,160.0)

95.7%

93.8%

92.8%

n/a

$220.5

$588.4

nla

1.4%

3.6%

($348.1)

($218.6)

($342.7)

(2.1%)

(1.3%)

(2.1%)

93.6%

93.9%

94.3%

Transferred Members (!) <3l

Outstanding Payments

TOTAL
Solvency Shortfall
Solvency Ratio
Adjustments
plus PV of Prior Amortization Payments <4l

Impact on Solvency Ratio
less Unused Advance Contributions
Impact on Solvency Ratio
Adjusted Solvency Ratio
Average Solvency Ratio

93.9%

Adjusted Solvency Asset Amount <5l
Solvency Deficiency

$15,203.9
($987.7)

=

(93.6% + 93.9% + 94.3%)

I3

= 93.9% x $16,191.6
= $15,203.9

- $16,191.6

. .

(1) Corresponds to the sum ofthe lrnb1!tty for active and transferred members who are not w1thm 10 years ofpens10nable age

($2,187.9 million as at December 31, 2016) and the liability for active and transferred members who are within 10 years of
pensionable age and whose entitlement is valued using the Replicating Portfolio rate ($1,783.0 million as at December 31,
2016)

(Z) $332.7 million is valued using the Replicating Portfolio rate while $148.1 million is valued using Commuted Value rates
<3l Members with past entitlements remaining in the Plan

<4l Based on the present value of amortization payments of $374.1 million for 2015 and $220.5 million for 2016 using interest

rates of2.50% as at December 31, 2014 and 2.10% as at December 31, 2015
<5J The Adjusted Solvency Asset Amount at the prior valuation date was $15,107.9

(

=

93.2%

x

$16,210.2)

The breakdown of the actuarial liability by paiiicipating company is presented in Appendix B and the
actuarial assumptions used in the calculation of the solvency liability are described in Appendix D.
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Valuation Results (cont'd)

Transfer Deficiency

As at December 31, 2016, the DB Component of the Plan has a solvency ratio equal to 95.7%. In line
with directives issued by the Superintendent, the Employer has elected to contribute to the fund an
amount equal to the transfer deficiency (4.3% of the pension benefit credit) in order for the Plan to
transfer the full value of any pension benefit credit out of the Plan.
Sensitivity Analysis

If a 1.0% lower discount rate would be used, the impact on the solvency liability of the DB Component
would be an increase of $2,534.5 million.
Incremental Cost

The incremental cost represents the present value, at the valuation date, of the expected aggregate change
in the solvency liability between the valuation date and the next valuation date.
The incremental cost for the DB Component between December 31, 2016 and December 31, 2017 is
estimated at $264.2 million.
The actuarial assumptions used in the determination of the incremental cost are the same as those used for
the determination of the solvency liability. The calculation methodology is described in Appendix F.
DC Component

As at December 31, 2016, in addition to the above DB Component, the DC Component of the Plan has a
market value of assets equal to liabilities of$998.4 million ($740.0 million as at December 31, 2015).
HYPOTHETICAL WIND-UP VALUATION

The Canadian Institute of Actuaries ("CIA")'s Standards require actuaries to report the financial 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. The
scenario which has been hypothesized is that the employer's business would be discontinued and all BCE
pension plans would be terminated on the valuation date. Although no benefits are directly dependent on
the postulated scenario, the approach to settle benefits may be impacted by such scenario.
The financial position under this basis is equal to the solvency shortfall. More specifically, if the Plan was
to be wound up on the valuation date, solvency liabilites and wind-up expenses would exceed the market
value of plan assets by $692.1 million (shortfall of $997.9 million as at December 31, 2015).
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III - EMPLOYER CONTRIBUTIONS

EMPLOYER CONTRIBUTIONS

The financial position of the Plan as at December 31, 2016 shows the presence of a going-concern surplus
of $459.6 million (surplus of $803.8 million when unused advance contributions are included) and a
solvency deficiency of $987.7 million. The Plan has a solvency shortfall of $692.1 million at the same
date.
The Employer funding requirement for 2017 consists of:
•

the Normal Actuarial Cost, which is the portion of the total funding requirement of the Plan
allocated to the current year by the actuarial funding method and assumptions, and

•

the Amortization Payments, which are required to liquidate the solvency deficiency, less

>-

letters of credit that can be deposited into the pension fund in lieu of making cash payments
to amortize the solvency deficiency, and

>-

the Advance Contributions, which can be used to reduce amortization payments.

AMORTIZATION PAYMENTS
Solvency

The required annual solvency amortization payments for 2017, determined as the solvency deficiency
divided by five, are equal to $197.5 million.
MINIMUM CONTRIBUTION REQUIREMENTS I MAXIMUM ELIGIBLE CONTRIBUTIONS

The minimum and maximum Employer funding requirements for 2017 are as follows:
Minimum

(in millions)

Maximum

Employer Normal Actuarial Cost
DB Component
DC Component

(!)

Total

(IJ

$113.8

$113.8

86.7
$200.5

86.7
$200.5

Amortization Payments

$197.5

Employer Contribution

$398.0

(Z)

$692.1

(3)

$892.6

The estimated amounts are based on Members contnbut10n rates as at the valuat10n date,
I

including bonuses at target levels

<2l In accordance with Paragraph 9(6) of the PBSA Regulations, the amortization payments
may be reduced by unused advanced contributions made in prior years ($348.1 million as at
December 31, 2016)

<3l The Employer may make larger amortization payments, up to the greater of the solvency
shortfall and any unfunded actuarial liability

Bell Canada Pension Plan
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III - Employer Contributions (cont'd)

Given the solvency ratio of the Plan and in line with the directives issued by the Superintendent, the
Employer has elected to contribute to the fund an amount equal to the transfer deficiency (4.3% of the
pension benefit credit) in order for the Plan to transfer the full value of any pension benefit credit out of
the DB component of the Plan.
Appendix G sets out the minimum contribution requirements. Appendix H describes the maximum
eligible contributions.
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ACTUARIAL OPINION

In our opinion, for the purposes of this actuarial valuation, the data used is su fficien t and reliable, the
assumptions made are appropriate and the methods employed are appropriate. This actuarial opin i on
forms an integral part of the report.
Based on the results of this valuation, we hereb y ce rtify that, as at De ce mber 31, 2016:
•

The Plan has totaJ liabilities of $15,539.4 mi l li on and has a going-concern actuarial surpl u s of
$459.6 mi ll i on (surplus of $803.8 million when unused advanc e contributions are included).

•

The Plan has a s olvenc y deficiency of $987.7 million and a solvency shortfall of $692.1 million.
The s ol v e ncy ratio of t he Plan is 95.7% and the average solvency ratio of the Plan is 93.9%.

•

In our opi n ion the value of the Plan assets would be less than the actu arial li ability if the Plan
were to be wou n d up on the valuation date Specifically, solvency liabi l iti es and win d u p
expenses would exceed th e market val ue of pl an assets by $692.1 million.
,

.

•

-

The solvency a morti zat ion payments for 2017, determi ne d as th e amount of the solvency
deficiency divided by 5, are equal to $197.5 million. These amortization payments may be
re d uced by unused advan ce contributions made in p ri or years, which equal $348.1 million.

•

The rules for co mputing the Employer normal actu arial cost under the DB Co mponent of the Plan
for 2017 are as follows:

in millions

•

BELL
EXPERTECH
MOBILITY
BELL TV
MEDIA

11.4%

11.5%
15.4%

$98.0
4.9
10.4
0.3
0.2

TOTAL

13.2%

$113.8

13.5%
12.3%

The rules for computing the Employer contribution under the DC Component of the Plan is 4% of
Pe n sionable Earnings, plus a matching of Member contributions up to a maximum of 2% of

Pension able Earnings. The estimated Employer c ontributi o n for 2017 is $86.7 million, based on

Members' contri bu ti on rates as at valuation date, includ in g bonuses at target levels.

This actuarial opi ni on has been given and this report has been prepared in accordance with accepted
actuari a l p ractice in Canada and in conformity with the funding and solvenc y standards p rescri bed by the
Pension B enefits Standards Act, 1985 and related Regulations. The report conforms with the
plans.
reco mmend tions adopted by the Canadian Institute of Actuaries for the valuation of pensi

Robert Marchessault, F.C.I.A.

June 2017

Actuarial Valuation as at December 3 I,

2016

15 6

APPENDICES

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016

157
Appendix A

Assets
Market Value of Assets

The information on assets of the Plan has been taken from the annual financial statements of the funds as
at December 31, 2016 audited by Deloitte LLP as well as the monthly financial statements issued by RBC
Investor & Treasury Services, adj usted for pending individual transfers under reciprocal agreements. The
change in the market value of assets since the last valuation, including unused advanced contributions,
can be summarized as follows:
2016
DC

DB

(in millions)

�

Market value of assets as at January I

(as per last year's financial statements)
Adjustments

(pending individual transfers under reciprocal agreements)

Market value of assets as at January 1
(after adjustments)
-------------------------------------------------------------

onent

l Ot:!�

Component

$15,248.7

$740.0

$15,988.7

(23.4)

-

(23 .4)

$15,225.3

$740.0

------------------ - -------------------

$15,965.3
------------------

Plus
Employer contributions

486.8

Member contributions

80.2
39.0
133.6
47.4
31.4

-

Transfers from other pension plans
Investment income
Increase/(Decrease) in value of investments

8.1
0.2
711.4

567.0
39.0
141.7
47.6
742.8

Less
Pension payments
Lump sum withdrawals
Transfers to other pension plans
Non-investment expenses
Longevity swap investment management fees
Other investment expenses
-------------------------------------------------------------

Market value of assets as at December

31(IH2l (3)

(as per financial statements)
Adjustments

(pending individual transfers under reciprocal agreements)

Market value of assets as at December 31
(after adjustments)
llJ

(784.0)
(53.1)
(28.9)
(10.7)
(15.1)

(73.0)
(0.1)
(0.1)

Q.Ll}

-

-

-

--------------------------------------

(784.0)
(126.1)
(29.0)
(10.8)
(15.1)

Q.Ll}
------------------

$15,552.1

$998.4

$16,550.5

(36.6)

-

(36.6)

$15,515.5

$998.4

$16,513.9

Includes market value fo1 longevity swap mvestment, valued at ($25.6) million at valuat10n date

(2) Includes $11.1 million of contributions receivable for the DB Component
<3l Includes $68.2 million of voluntary member contributions for the DC Component
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Appendix A

Assets (cont'd)
Asset Mix

DB Component
The SIPP was modified in 2016 to provide for different target asset mix for periods during which
members are active members or inactive members in the Plan.

The revised SIPP provides for the

following:
Allocation to Low-

Allocation to Return

Risk Assets

Generating Assets

For periods before retirement

45%

55%

For periods after retirement

20%

80%

The allocation of assets between Low Risk Assets and Return Generating Assets will be adjusted on an
annual basis to reflect the evolution of the demographics in the membership of the Plan.
Based on the membership of the Plan as at valuation date, the resulting asset mix of the Plan as at
December 31, 2016 is as as follows:
Allocation at

Low Risk Assets

Real Return Bonds
Nominal Bonds

Valuation Date

Maximum

60.0%

70.0%

80.0%

5.0%

9.0%

15.0%

45.0%

55.2%

75.0%

Infrastructure Equity

0.0%

2.6%

10.0%

Real Estate

0.0%

0.3%

10.0%

Cash & Money Market

0.0%

2.9%

10.0%

20.0%

30.0%

40.0%

Canadian Equities

0.0%

4.1%

12.0%

Non-Canadian Equities

0.0%

14.1%

30.0%

Dividend Equities

0.0%

3.8%

7.0%

Private Equity

0.0%

3.4%

8.0%

Hedge Funds

0.0%

3.0%

10.0%

n/a

1.6%

n/a

Return Generating Assets

!)
Other(
llJ

Minimum

Includes High Yield Bonds, Loans, Risk Panty and umts of diversified pooled funds

Bell Canada Pension Plan
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Assets (cont'd)
DC Component

The DC Component's asset mix is determined by the investment options selected by Plan Members. The
investment breakdown of the DC Component assets of the Plan as at December 31, 2016 is as follows:

Aggressive Growth Fund (<40)
Growth Fund (40-44)
Moderate Growth Fund (45-49)

.... .1l
0 (.)
(.) >,
.

BalancedFund (50-54)

Jl

§

Moderate ConservativeFund (55-59)

:.::1

co

ConservativeFund (60-62)
IncomeFund (>63)

.g=
...
""
"'

Q

.,
�

�"'
.§ �
5
(.)

co -

·<

�Q
E-<

{

{

Money Mark
. et Fund
BondFuud
Canadian EquityFund
U.S. Equity Fund
Global Equity Fund
Global Dividend EquityFund
Global Small Cap Equity Fund
Canadian Bond Index Fund
Canadian Equity IndexFund
U.S. Equity IndexFund
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Appendix A

Assets (cont'd)
Actuarial Value of Assets
DB Component

The actuarial value of assets is an adjusted value intended to stabilize the impact on the Plan's funding
requirement ofshort-term fluctuations in the market value ofpublic equities, while valuing the remaining
assets at market value.
The adjustment ratio for public equities is obtained by comparing, over a four-year period, the market
value of $1 of the public equity portion of the fund at the beginning of the period with a target value
which is based on the annual increase in the Consumer Price Index ("CPI"), rounded to the nearest basis
point, plus the expected real rate ofreturn on the public equity portion ofthe fund ("Real Equity Return").
The adjustment ratio for public equities is equal to the average of the year-end ratios of market value to
target value divided by the ratio prevailing as at the valuation date.
The overall adjustment ratio is set equal to the adjustment ratio for public equities multiplied by the
relative weight ofthe public equity portion ofthe fund according to the asset allocation as at the valuation
date, plus the relative weight of the remaining assets portion of the fund according to the asset allocation
as at the valuation date, but without falling outside a corridor of± 10%.
The same asset valuation method was used in the previous valuation.

Target Value
(b.o.y.)

CPI+

Real

Equity Return <1>

Target Value

Market Value

Ratio of Market to

(e.o.y.)

(e.o.y.)

Target Values

2013

1.0000

6.74%

1.0674

1.2960

121.4%

2014

1.0674

6.97%

1.1418

1.4826

129.8%

2015

1.1418

7.11%

1.2230

1.7183

140.5%

2016

1.2230

6.50%

1.3025

1.8266

140.2%

Average Ratio:

133.0%

Adjustment Ratio for Public Equities:

94.9%

Public Equity Portion of the Fund:

22.0%

Overall Ad'ustment Ratio:

98.9%

Real Equity Return equal to 5.5% for 2013, 2014 and 2015 and 5.0% for 2016

DC Component
The market value ofassets is used as the actuarial value ofassets.
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Assets (cont'd)

The total market value of assets and the actuarial value of assets as at December 31, 2016 is as follows:

(in millions)
Market value of assets
(after adjustments)

I

DB Component

DC Component

I

TOTAL

Including unused advance contributions

$15,515.5

$998.4

$16,513.9

Excluding unused advance contributions

$15,167.4

$998.4

$16,165.8

98.9%

Overall Adjustment Ratio

100.0%

I

98.9% I 100.0%

Actuarial value of assets
(after adjustments)

Including unused advance contributions

$15,344.8

$998.4

$16,343.2

Excluding unused advance contributions

$15,000.6

$998.4

$15,999.0

Advance Contributions
Advance contributions of $348.1 million were made to the Plan in 2016 and previous unused advance
contributions have been used to reduce 2016 required amortization payments. The balance of unused
advance contributions at the valuation date can be used to reduce future minimum required deficit
funding. The reconciliation of unused advance contributions since the previous valuation is as follows:

(in millions)
Unused advance contributions
(as at December 31, 2015)

Used to satisfy a portion of the 2016 deficit
amortization requirements
New advance contributions in 2016
Unused advance contributions
(as at December 31, 2016)

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016
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(218.6)
348.l

$348.1
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Appendix B

Going-Concern Valuation

I

(in milliom)

EXPERTECH

II

31, 2016

December
BELL

MOBILITY

BELL TV

MEDIA

TOTAL

December

31, 2015

I

TOTAL

DB Component
Actuarial Value of Assets

<1>

$15,000.6

$14,556.5

$2,973.6

$3,597.9

Actuarial Liability

Active Members

$2,623.4

Pay Equity Accounts
Pensioners

9,975.4

422.7

527.4

12.7

0.4

324.1

8.4

44.5

Transferred Members

141.3

Actuarial Surplus

.. . .

. .

..

..... .

....................

•.......

...........................................................................

(%of DC Pensionable Earnings)
.

540.5

476.2

1.6

0.1

378.7

356.2

141.4

177.0

0.1
0.2

-

=

10.7

9.9

$9.0

$3.3

$14,541.0

$13,790.9

$459.6

$765.6(2)

.

. .

................................. .. ............... .... ....

$520.5(3)

$14.8

$127.2

$28.1

$307.8

$998.4

$740.0

$98.0

$4.9

$10.4

$0.3

$0.2

$113.8

$133.5

13.5%

12.3%

11.4%

13.2%

13.6%

········-·····

.. .

.

··········-·····

.

.

.. .

... ............................. .. ..... ......

$2.4

$12.2

$1.9

$28.6

$86.7

$82.4

5.8%

5.7%

5.8%

5.7%

5.7%

5.8%

5.7%

.

.... . .. ....... ..

15.4%
· ··························-

$41.6
.

.

.. .

. .

..

.

.

.

. . .. .

........ ............ ................. ... .... ..... ......

... ............. . ......... .... .................. ......... .........

........................... ..... ...... ............... ...

. ....... .....

11.5%
················································-····· ·

DC Member Contributions (estimated)(4)
................................... .

9,156.2

$336.4

(% vfDC Pensionable Earning.1)
...............

10,479.8

0.9

DC Employer Cost (estimated)C4>
..........

0.2

$574.8

DB Employer Normal Actuarial Cost
.

17.5

1.3

I (Deficit)

(% vfDB Pensionable Earning.1)

16.3

9.6

Actuarial Value of Assets/Liability

... .......... . . ......... ....

$3.0

$13,617.5

DC Component

...........

$6.1

80.2

Survivors

Total

............

$211.0

Deferred Pensions

Outstanding Payments

.......

$130.1

16.3

$21.8

$1.1

$5.8

$0.8

$14.1

$43.6

$39.6

3.0%

2.6%

2.8%

2.4%

2.8%

2.9%

2.8%

. . . ..

.......

............ ..... . .......... .... .... .... ........

..................

.............

$161.4

$8.4

$28.4

$3.0

$42.9

$244.1

$255.5

11.2%

10.3%

9.4%

8.3%

8.6%

10.3%

10.6%

DB Pensionable Earnings

$723.6

$39.9

$91.6

$2.6

$1.3

$859.0

$979.3

DC Pensionable Earnings

$721.6

$41.9

$210.0

$33.4

$498.9

$1,505.8

$1,433.l

$1,445.2

$81.8

$301.6

$36.0

$500.2

$2,364.8

$2,412.4

Total Normal Actuarial Cost

(%

of Total Pensionable Earnings)

Total Pensionable Earnings

Excluding unused advance contribut10ns
(Z)

The previous valuation report indicated an actuarial smplus of$977.6 million, including unused advance contributions with an actuarial value of$212.0 million

C3> Including $1.1 million of ONTERA's DC accounts not yet transferred as at December 31, 2016
C4l Based on Members' contribution rates as at the valuation date, including bonuses at target level
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Appendix B

Solvency Valuation
(in millionsJ

I

December
MOBILITY

EXPERTECH

BELL

II

31, 2016
BELL TV

MEDIA

TOTAL

December

31, 2015

I

TOTAL

DB Component
Solvency Assets

$15,515.5

Market Value of Assets

lliJl)

Wind-Up expenses
Total

$15,225.3

illQl

$15,499.5

$15,212.3

$3,793.0

$4,403.3

Solvency Liability

Active Members
Pay Equity Accounts
Pensioners

$276.2

$165.3

$3,339.6
16.3

-

10,610.2

457.1

$8.0

-

-

86.5

-

1.4

0.2
0.2

Survivors

543.5

13.6

0.4

-

Deferred Pensions

407.7

10.7

2.1

Transferred Members

177.7

-

60.1

9.6

0.9

:

0.2

$3.9

-

:

16.3

17.5

11,155.4

10,547.9

557.5

531.2

480.8

486.4

177.9

214.0

10.7

9.9

$16,191.6

$16,210.2

Solvency Surplus/(Shortfall)

($692.1)

($997.9)

Solvency Deficiency

($987.7)

($1,102.3)

Minimum Required

$197.5

$220.5

$998.4

$740.0

Outstanding Payments

$11.5

$423.6

$647.6

$15,104.6

Total

0.2

$4.3

Amortization Payments<1J

DC Component
Actuarial Value of Assets/Liability

01The total minimum required amortization payment of

$197.5

million

($220.5

$28.1

$127.2

$14.8

$520.5(2)

million in

2016)

$307.8

must be paid by the participating companies in accordance with

agreements/arrangements that can be entered into with the plan sponsor (i.e. Bell Canada)

(21Including

$1.1 million ofONTERA's DC accounts not yet transferred as at December 31, 2016

�
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Appendix C

Financial Position of the Plan

December

(in millions)
Actuarial Value of Assets (I)

31, 2016

$15,999.0

I

December

I

31, 2015

$15,296.5

Actuarial Liability
DB Component
DC Components

$14,541.0
$998.4
$15,539.4

$13,790.9
$740.0
$14,530.9

$459.6

$765.6

Actuarial Surplus/(Deficit)
\I)

Includmg DC Components and excludmg unused advance contnbut10ns

Sources of Change in Financial Position
Since the last valuation, the actuarial surplus has decreased from $765.6 million to $459.6 million. This is
the result of several factors which are estimated as follows:
in millions
Actuarial surplus as at December

31, 2015 <1l

$765.6

Deficit amortization and expected interest:
- Minimum required amortization payments
- Transfer deficiency payments
- Expected interest

$220.5
3.3
41.7
$265.5

265.5

$287.5
27.2
(17.7)
51.2
0.3
(26.9)
(1.0)
(13.3)
(6.9)
0.1
$300.5

300.5

(881.1)
9.1
($872.0)

(872.0)

Main components of experience:
- Gain/(Loss) from investment income <2l
- Gain/(Loss) from salary increases
- Gain/(Loss) from YMPE increase
- Gain/(Loss) from indexation of pensions
- Gain/(Loss) from non-investment expenses
- Gain/(Loss) from retirement
- Gain/(Loss) from mortality
- Gain/(Loss) from withdrawal
- Gain/(Loss) from other membership movements
- Gain/(Loss) from miscellaneous factors

Impact of other changes:
- Gain/(Loss) from change in discount rate
- Gain/(Loss) from change in other economic assumptions

Actuarial surplus as at December

31, 2016

$459.6

(l) The previous valuation report indicated an actuarial surplus of$977.6 million, including unused advance contributions
(Z) Includes for longevity swap: decrease of ($23.5) million in market value and $15.1 million of management fees

Page Cl

Bell Canada Pension Plan
Actuarial Valuation as at December

31, 2016
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Appendix D

Summary of Assumptions

I

Going-Concern Basis

Economic Factors

Discount Rate

II

I

Solvency Basis
Re12licating Portfolio (I)

Commuted Value

Before retirement: 5.05% for 10

3.35%

years; 6.14% thereafter
(previously: 4.75%)

(previously: 3.42%)

2.20% for 10 years;
3.50% thereafter
(previously: 2.JO%for JO years;
3. 70% thereafter)

After retirement: 3.22% for 10
years; 5.16% thereafter
(previously: 4.75%)

2.00%

Inflation

2.00%

1.09% for 10 years;
2.17% thereafter
(previously: 0. 79%for J0 years;
J.87% thereafter)

Pension Indexation

1.47% until age 65;
1.60% thereafter

1.4 7% until age 65;
1.60% thereafter

(previously: 0.79%/or JO years;
J.47% thereafter)

(previously: J.50% until age 65;
J.60% thereafter)

2.25%

n/a

n/a

Table 1 for managers only

n/a

n/a

2.50%

n/a

n/a

$2,914.44 in 2017 indexed at
2.50% per annum from 2018

$2,890.00 <2)

$2,890.00 <2)

(previously: $2,818.89)

(previously: $2,818.89)

Basic Salary Increases
Merit and Promotional Scale

1.09% for 10 years;
1.57% thereafter

Escalation ofYMPE under
Canada/Quebec Pension Plan
Maximum pension per year of
service under the Income Tax Act

(previously: $2,890.00)

'"'

Replicating Portfolio approach (detailed starting on page D8)

<2l As per plan provisions, the maximum pension amount applicable is the one at the time of termination or retirement from the Plan
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AppendixD

Summary of Assumptions (cont'd)
Going-Concern Basis
Decrement Rates

Mortality

Disability

Solvency Basis
Replicating Portfolio (JJ

Commuted Value

Table 2:

Table 2:

CPM Unisex50% C2J projected

CPM Private

CPMPrivate

with scale B

adjusted for plan-specific

adjusted for plan-specific

experience

experience

Nil

Nil

Table 3

100%

- Active Members

Table 4

100%

- Disabled Members

Age65

100%

Males 3 years older

Males 3 years older

Proportion opting for survivor pension

66.7%

66.7%

Proportion opting for commuted values

n/a

Table5

at target

n/a

$11 million for annual

$16 million for wind-up expenses

on-going non-investment

deducted from plan assets
(previously: $13 million)

Withdrawal
Retirement

Other Assumptions

Age difference between spouses

Incentive compensation payout
Explicit provision for expenses

expenses included
in normal actuarial cost
m Replicating Portfolio approach (detailed starting on page D8)
(l) Represents the actual proportion male/female at the valuation date

'
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Actuarial Assumptions (cont'd)

Summary of Assumptions (cont'd)
Table 1

-

Merit and Promotional Scale (sample)
Age

Scale <1l

15

100

25

163

35

214

45

225

55

225

65

225

(1) Used for managers only as unionized employees are all considered to have reached
their highest employment level

Table 2

-

Mortality Rates
Mortality Assumptions (l)
Males

Females

80% of the male rates of the CPM
2014 Private Sector Mortality Table
115% of the female rates of the CPM
2014 Private Sector Mortality Table

Future Improvements
100% of CPM Improvement Scale B

100% of CPM Improvement Scale B

(lJ Based on the assumption used, the life expectancy of a member age 65 at the valuation date is 23.3 years for
males and 23.0 years for females (compared to 21.6 and 24.0 respectively for the CPM 2014 Private Sector

·

Mortality Table)

Table 3

-

Withdrawal Rates (sample)
Age

Non-Managers

Managers

25 and -

20.0%

7.0%

30

11.2%

7.0%

35

6.3%

7.0%

40

3.4%

7.0%

45

1.8%

4.7%

50

1.2%

2.3%

55 and+

nil

nil
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Actuarial Assumptions (cont'd)

Summary of Assumptions (cont'd)
Table 4

-

Retirement Rates
Rates for Members eligible to the

Rates for Members not eligible to

Protection of Pension Rights

the Protection of Pension Rights

55

45%

10%

56 to 60

25%

10%

61

25%

15%

62

25%

20%

63

25%

25%

Age

Table 5

-

64

25%

30%

65

100%

100%

Proportion opting for commuted values

Members

Proportion

Active Members:
- under age 55

- above age 55(1)

100%
0%

Deferred Pensioners:
- under age 55

- above age 55(1)
Pensioners and Beneficiaries

50%
0%
0%

(J) As per plan provisions, members eligible for early retirement are not allowed to
receive the commuted value of their benefits. The plan administrator can still choose
to offer this option upon plan termination, but is not expecting to do so if it is more
expensive than settling benefits through the Replicating Portfolio. As such, based on
market conditions at the valuation date, commuted values are not expected to be
offered to members eligible for early retirement.
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Actuarial Assumptions (cont'd)

Comments on Assumptions
Going-Concern Valuation
Starting with this valuation, the discount rate for the going-concern actuarial valuation is now set
separately for periods while a member is an active member and for periods while a member is an inactive
member. The discount rate applicable for the different periods reflects the different target asset mixes in
line with the Plan's SIPP investment strategy as described in Appendix A.
For each of the two target asset mixes, the rates are based on assumed gross rates of investment return
derived from a model developed by Mercer, actuarial and investment consultants ("Mercer"). The gross
rate for each major asset class is set consistent with market conditions on the valuation date modified to
include a provision for increases over a period of 10 years in market interest rates to a level higher than
the current historically low levels.

The gross rate of investment return, for each of the two target asset

mixes is expressed using a select 10 year following the valuation date and ultimate approach.
The rates are applied consistently with the status of a member. The select and ultimate rates for periods
while an active member are applied up to the date the member is expected to retire and the applicable
rates for inactive members are applied thereafter, thus reflecting the change in target asset mix on such
date. At the valuation date, the discount rate is developed as follows :

Gross rate of investment return

I

Discount rate

Varies from

I

Impact on

Impact on normal

actuarial liabilities

actuarial cost

offset each other

offset each other

+ $266.5 million

+ $3.1 million

+ $35.8 million

+ $0.5 million

3.39%to 6.31%
Added value up to active management expenses
Active management expenses

0.25%
(0.25%)

Provision for adverse deviation (I)

(0.15%)

Passive investment expenses

(0.02%)

Net Discount Rate

}

Varies from
3.22%to 6.14%(Z)

<Il

As per Bell Canada's terms of engagement

<2J

Can be approximated with a level discount rate of-4.25% for liabilities and -5.00% for normal actuarial cost

Basic salary increases have remained unchanged at 2.25%. YMPE escalation assumptions and increases
in the maximum pension permitted under the Income Tax Act have also remained unchanged at 2.50%.
These assumptions reflect long-term expectations, given prevailing industry and economic conditions and
are in line with the inflation assumption, which has remained unchanged at 2.00%.
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The pension indexation assumption remained unchanged, except that it is now rounded to the nearest
basis point, and was derived from a stochastic model for inflation developed by Mercer ("Mercer's
Inflation Model"). The model produces 500 scenarios over a 20-year period and has the following
characteristics at the valuation date (model and characteristics reviewed annually by Mercer):
Annualized inflation over 20 years:

Median: 2.0%
Minimum: 0.30%
Maximum: 4.80%
80% of scenarios between 1.3% and 2.9%

Volatility of inflation:

Annual standard deviation of 1.5% over a single year in the
long-term (lower in the short-term due to serial correlation)
Average standard deviation over 20 years (over the 500
scenarios): 1.3%

The model recognizes that future inflation will continue to be actively managed by the Bank of Canada
but that it can also be impacted by external economic factors (such as US Monetary policies) beyond local
control. Consequently, future annual inflation may be outside the 1%-3% range currently targeted by the
Bank of Canada. The model also displays relatively high serial correlation i.e. years of high inflation tend
to be followed by years with similarly high inflation, and the same with low inflation.
The indexation assumption is then derived from the above stochastic model, based on the plan-specific
indexation formula. Our best estimate indexation assumptions of 1.47% before age 65 and 1.60%
thereafter are equal to the median indexation rate (based on median inflation of 2.0%).
Mortality rates have remained unchanged, reflecting plan experience supported by a mortality study
conducted in 2014 considering Bell Canada and its affiliated companies' experience ("Bell Mortality
Study"). The study revealed mortality rates for retirees are lower for males and higher for females than
the rates of the CPM 2014 Private table. The size of the group included in the study being credible,
adjustments supported by the study were used as best estimate of current mortality rates. If the CPM 2014
Private table had been used, the impact on the actuarial liability and normal actuarial cost would have
been a decrease of $98.3 million and $1. l million respectively.
Retirement rates and withdrawal rates also remained unchanged since the previous valutation. No
assumptions are made for disability as they would have a negligible impact on the valuation results.
The explicit provision for non-investment expenses has remained unchanged since the previous valuation.
The maximum pension permitted under the Income Tax Act has been increased to $2,914.44 in 2017 and
is projected at 2.50% until the member terminates employment, retires or dies.
Solvency Valuation
The CIA's Standards require actuaries to report the financial 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 ("Hypothetical wind-up basis"). The
Act also requires the financial position of the Plan to be determined on a solvency basis. The same basis
was used for both valuations. The basis used for the solvency valuation reflects the situation that could
have prevailed had the Plan been terminated as at the valuation date. The scenario which has been
hypothesized is that the employer's business would be discontinued and all BCE pension plans would be
Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016
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(cont'd)

terminated on the valuation date. Although no benefits are directly dependent on the postulated scenario,
the approach to settle benefits may be impacted by such scenario. As per plan provisions and Bell
Canada's rules, the applicable maximum pension amount and members' pensionable earnings are those at
the time of termination or retirement from the plan, which is as at the valuation date in this scenario. No
benefits payable on plan termination were excluded from our calculations. Solvency assumptions and
methods are determined under applicable legislation and actuarial standards and are updated at each
valuation date as required.
Liabilities in respect of benefits expected to be settled by a commuted value transfer have been
determined as described in the CIA's
indexation

assumption

derived

Practice-Specific Standards for Pension Plans,

from

a

methodology

developed

by

Morneau

with the pension

Shepell,

the

plan

administrator, which is also used in the actual calculation of commuted values by the plan administrator
for employees terminating their employment and eligible to portability. The Morneau Shepell model
produces adjustment factors that are used to calculate indexation rates on a monthly basis. It takes into
account the likelihood of the maximum annual indexation increase, as per the plan-specific indexation
formula, which impacts the pension payable in any year based on the long-term historical experience with
respect to the inflation in Canada and on the current economic environment since the model is reviewed
on an annual basis by Morneau Shepell.
Liabilities in respect of benefits expected to be settled by a purchase of annuities ("Immediate pensions")
would typically be determined based on annuity pricing assumptions in the CIA's

Practice-Specific
Standards for Pension Plans and based on the CIA's Educational Note, Assumptions for Hypothetical
Wind-Up and Solvency Valuations with Effective Dates Between December 31, 2016 and December 30,

2017 ("Proxy Basis").
However, due to the capacity constraints within the Canadian group annuity market for large plans and
plans with complex indexation formulas, it is likely that, when considering the liabilities of the Plan and
other pension plans sponsored by Bell Canada (estimated at over $20 billion at the valuation date), the
company would not be able to purchase a single group annuity to settle these pension liabilities in the
event of a wind-up.
Pension Benefits Standards Act would allow for a postulated scenario for solvency purposes where on a
plan termination, assets would not all be liquidated. The replicating portfolio approach is also permitted
under OSFI's Instruction

Plans for

Guide for the Preparation of Actuarial Reports for Defined Benefit Pension

valuing large plans for which there is a limited annuity market.

As an alternative approach to settling benefits, and as per Bell Canada's terms of engagement, we have
used a replicating portfolio approach as described under the September 18, 2013 CIA Educational Note
on Alternative Settlement Methods for Hypothetical Wind-Up and Solvency Valuations ("CIA's EN").
The replicating portfolio approach along with the derived actuarial assumptions are described in more
details hereafter. The same methodology was used in the Bell Plan's previous valuations. Bell Canada
reserves the right to look at other acceptable methodologies to value Immediate pensions in future
valuations and to use such other methodologies.
The explicit provision for wind-up expenses reflects the actuary's best estimate assumption and has been
revised to reflect a two year period required to settle all benefits. As such, the explicit provision for wind
up expenses has been increased from $13.0 million to $16.0 million.
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Replicating Portfolio Approach

The methodology to value Immediate pensions is based on a replicating portfolio approach i.e. a portfolio
of assets that produces cash flows that match the expected benefit payments to plan members.
In developing the expected benefit cash flows, best estimate assumptions have been used; in particular,
plan-specific mortality experience has been reflected including an appropriate allowance for future
mortality improvements and the actual indexation formula provided for under plan provisions has been
used.
Sufficient margins for adverse deviations have been included to ensure a high probability that the benefit
promises will ultimately be met. The margins have been fully reflected in the discount rate.
Projected Benefit Cash Flows - Mortality Assumptions
The projected cash flows are derived based on mortality rates from the Bell Mortality Study, which used
the CPM 2014 Private table base rates with adjustment combined with the CPM-B improvement scale
without adjustment (as indicated in table 2 of page D3). The adjusted mortality table results in an increase
in the overall life expectancy and more conservatism in the projected benefit cash flows when compared
to the results obtained with the unadjusted mortality table.
Replicating Portfolio Development
Bell Canada with the assistance of Mercer developed a theoretical replicating portfolio. Mercer confirmed
that the theoretical replicating portfolio would match to a high degree the expected benefit payments to
plan members and assessed that the financial markets are deep enough to allow for the investment of the
fund assets in accordance with the replicating portfolio asset allocation.
The replicating portfolio is comprised of fixed income investments with an initial duration similar to the
duration of the liabilities. The dollar duration of the portfolio also match as closely as possible the dollar
duration of the liabilities for each of the following periods: 0 to 5 years, 5 to 10 years and over 10 years.
Within each of these time periods, the construction of the portfolio is further refined to achieve the best
possible cash flow and dollar duration matching over shorter sub-periods.
The CIA's EN provides that primary asset class used should be investment-grade fixed-income
investments, including a substantial allocation to high quality fixed-income investments.

OSFI has

indicated in its Instruction Guide that, for a fixed-income investment to be deemed of high-quality, the
rating given by at least one of the recognized rating agencies should be AA or better.
•

All fixed income investments in the assumed replicating portfolio are either investment-grade or
considered to be investment-grade equivalent for asset classes not formally rated such as private
debts.

•

The assumed replicating portfolio includes a substantial allocation to high quality fixed income
investments as defined by OSFI. The portfolio includes an allocation to high quality fixed-income
investments of 50%. Over the life of the portfolio, such percentage may vary within a reasonably
narrow range.
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Replicating Portfolio Composition
The proposed replicating portfolio would be invested in assets in accordance with the following asset
allocation:
Initial

Ultimate

Default and
Asset class

Yield

Downgrade
Risks <1l

Weight

Yield

Private long-term debt (Z)

5.27%

0.32%

20.0%

6.68%

BBB long-term

4.52%

0.32%

20.1%

5.93%

AA short-term

1.64%

0.07%

10.2%

3.71%

Mid-term C4l

2.91%

0.17%

11.7%

4.78%

3.22%

0%

38.0%

4.64%

Purchase Canada RRB and

2.29%

0%

+35%

3.42%

sell Canada nominal long-term bonds (6)

2.27%

0%

-35%

3.90%

0.16%

100%

Corporate bonds C3l

Provincial long-term bonds C5l
Derivative instruments

Average I Total
(1)
<2l
<3l
<4l

Decrease in yield due to assets default and downgrade risks
FTSE/TMX Corporate

BBB index plus 0.75%

From FTSE/TMX Corporate index

FTSE/TMX Corporate index Mid-term (On December 31, 2016, allocation is 20.7% AAA/AA, 24.5% A and 54.8%

BBB)

(5l FTSE/TMX Provincial index
(6) Net impact of the purchase and the sale. For the RRB, the yield is expected to be the real yield (i.e. 0.29%) plus the
implied inflation of2.00% for an expected yield of2.29% (the implied inflation of2.00% was also used to derive future

cash flows). For the Canada nominal long-term bonds, the yield is 2.27%.

An on-going expense assumption of

25

bps has been assumed over the entire projection period of the

replicating portfolio covering administration and custodial expenses (4 bps - increasing actuarial liability
by

$72.7

million), investment expenses

(10

longevity swap investment management fees

bps - increasing actuarial liability by

addition to these on-going expenses, the explicit provision for wind-up
from Plan assets, includes an amount of

$9.0

$181.7 million) and
$199.9 million). In
expenses of $16 million, deducted

bps - increasing actuarial liability by

(11

million that may reasonably be expected to be paid for the

implementation of the replicating portfolio under the postulated scenario.

These would include the fees

related to the liquidation of assets not invested in fixed-income and the investment into the replicating
portfolio assets.

It is expected that these fees would be incurred in lieu of fees that would typically be

incurred had an mmuity purchase scenario been used which would include the liquidation of the non-fixed
income assets, the implementation of a minimum risk investment strategy and the fees related to selling
assets and converting into cash to purchase annuities.
Details on assumptions and model
Mercer assisted us in producing the stochastic projections and determining the underlying projection
assumptions thereof. The stochastic model includes

500

different economic scenarios, and projections are

performed over the entire period of pension benefit cash flows. The model uses a Levy stable distribution
that matches very closely the historical returns distribution. The economic scenarios reflect a wide range
(favourable and unfavourable) of potential outcomes reflecting variations in yield curves, reinvestment
Bell Canada Pension Plan
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rates, default rates, liquidity and credit spreads. The model assumes that transactions are made at fair
market value.
•

The assumed initial yields on the different asset classes are based on the yields of the relevant
FTSE/TMX Canada bond indices at the valuation date as described above. The ultimate yields are
based on assumed increases in market interest rates over the next 10 years to a level higher than
current historically low levels.

In the equilibrium yield curve, the yield for a 10-year bond is

derived from the assumed long-term nominal GDP growth.
•

For private debts, the initial yield is based on FTSE TMX Canada Long Term Corporate BBB
plus 0.75%. These assumed initial yields have been derived based on an analysis of the yields for
typical private debt portfolios. These investments are expected to provide higher returns than
corporate bonds with similar maturities and credit risk due to their reduced liquidity and to
recognize that they do provide a source of financing with particular terms.

•

The model incorporates the use of derivative instruments such as repurchase agreements
("repos") and reverse repurchase agreements ("reverse repos") in order to obtain a certain level of
exposure to real return bonds which reduces the inflation risk of the liabilities due to the
indexation provision of the pension payments. This is done without leverage in the sense that it
does not increase the exposure to financial markets beyond 100% and therefore is not speculative.
The portfolio does not take any bets on the movement of interest rates. The total duration of the
portfolio remains in line with the duration of the liabilities.

•

To obtain the expected net yield for each asset class, other than government bonds, a provision
for the expected default risk has been determined, after taking into account the following:
It is assumed that fixed income spreads are explained by the following three components:
liquidity premium, provision for defaults and additional return due to the higher volatility of
returns in comparison with government bonds.
The liquidity premium is assumed to be equivalent to the spread between federal and
provincial bonds. This assumption would imply that the higher yield for provincial bonds is
the result of lower liquidity and not from higher default risk than a Canada bond. This is
normally seen as a reasonable assumption by bond managers.
The impact of historical defaults on the corporate bond performance has been analyzed.
Based on historical defaults, it was established that the impact of corporate defaults on
corporate bond returns has been, on average, approximately 25% of the difference between
corporate bond yields and provincial bond yields. This is the basis we have used for all asset
classes with some credit risk.
For derivatives, no default is assumed, since the underlying securities are government bonds,
which are marked to market on a daily basis and trades are performed with the largest
Canadian banks. The counterparty risk is easily manageable by using several counterparties
(usually large Canadian banks) and collateral. These counterparties are the same main
intermediaries as those of the Canadian bond market. These intermediaries purchase/sell
bonds from/to their clients via the over-the-counter market (i.e. transactions are done directly
between the two parties). Therefore, it is expected that in the case of a counterparty default,
the loss would be minimal, due to the use of collateral and the fact that the securities are
marked-to-market on a daily basis.
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Actuarial Assumptions (cont'd)

50 years at the median is
3.78%. This expected rate of return is net of the expected impact of defaults and
downgrades (averaging 16 bps - increasing actuarial liability by $290.8 million) and on-going expenses
(estimated at 25 bps).

Based on this methodology and these assumptions, the rate of return over
expected to be

Margins for Adverse Deviations
As outlined in CIA's EN, we have included sufficient margins for adverse deviations to ensure a high
probability that the benefit promises will ultimately be met.
Margins were established to cover the following contingencies, as applicable under the model used, and
still provide for a very high
•

(90%) probability that all future cash flows be ultimately met:

The risk of asset defaults and/or downgrades (over and above the expected impact of

16 bps

assumed);
•

The interest rate risk which includes refinancing risk, reinvestment risk and liquidity risk;

•

The indexation risk linked to plan specific formula i.e. inflation risk.

28 bps (increasing actuarial liability
$508.9 million). Note that in those cases where benefits are not fully paid, the average payout is 97%

These margins translate into a reduction in the discount rate equal to
by

of benefits.
Over and above such margin, an additional prov1s10n was added to cover the risk of longevity
improvements better than the mortality assumptions used on the stochastic model.
into account the longevity insurance contract entered by the Plan in February
females, an "additional future improvement", corresponding to

This provision takes

2015. For both males and

50% of CPM Improvement Scale B, has
150% of CPM

been added to the improvements, resulting in a new set of projected cash flows using the
Improvement Scale B.
This margin translates into a further reduction in the discount rate equal to
liability by

15 bps (increasing actuarial

$272.6 million) to cover the longevity contingency.

Discount Rate under Replicating Portfolio Approach
Based on the above, the derived discount rate assumption is:

Median rate of the proposed Replicating Portfolio (50% probability that

4.19%

generated assets would exceed expected benefit cash flows)
Administration, investment management and custodial fees

(0.25%)

Expected impact of defaults and downgrades

(0.16%)

Margin for 90% probability to meet cash flows considering:
•

Asset defaults and/or downgrades (over expected);

•

Reinvestment risk due to cash flow mismatches;

•

Indexation risk linked to plan-specific formula.

Additional margin for better than expected longevity
Net discount rate

Bell Canada Pension Plan
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(cont'd)

This derived net discount rate is to be used in conjunction with projected benefit cash flows based on
mortality assumptions as described above, indexed using the plan-specific indexation formula applied to
inflation generated by the stochastic model.

The resulting median indexation over projection period is

equal to 1.47% before age 65 and 1.60% thereafter (based on median inflation of 2.00%).
Comparison with Proxy Basis
The CIA's EN recommends to disclose the liabilities using the Proxy Basis calculated on the basis that
there were no capacity constraints. We have, for this purpose, reflected the recommendations for
partially-indexed plans included in the CIA's Educational Note, Assumptions for Hypothetical Wind-Up

and Solvency Valuations with Effective Dates Between December 31, 2016 and December 30, 2017. More
specifically, we have used the discount rate for non-indexed annuity pricing assumptions and mortality
based on 100% of the rates of the CPM 2014 mortality table projected with improvement Scale B. The
indexation assumption was derived from the Mercer's Inflation Model, based on the plan-specific
indexation formula, as follows:
�

The pension indexation assumption was derived based on the tail end of the distribution of
indexation (95th percentile). Such indexation rates are equal to 1.75% before age 65 and 2.02%
after age 65 at the valuation date. These rates compare to best estimate median indexation, of
1.30% before age 65 and 1.42% after age 65 (based on inflation of 1.70% used under Proxy
Basis).
On a solvency basis, the difference between the discount rates for non-indexed pensions (3.10%)

and for fully indexed pensions (-0.09%) can be broken down into inflation (1.70%) and an
inflation risk premium (1.49%). This premium represents the additional cost over the price that an
insurer would charge if costs were based only on the best estimate inflation.
Based on the partial indexation formula applicable under the plan, only a portion of this inflation
risk premium is to be included. The portion of the inflation risk premium to be included should
reflect the fact that it is mainly the adverse scenarios which lead insurers to apply an inflation risk
premium. The cap and percentages applicable under the indexation formulas would provide
protection to an insurer against the most extreme scenarios. To adjust for the effect of the
percentages and caps on the annuity pricing, we have reflected a portion but not all of the
inflation risk premium through the higher indexation rates.
Also for comparison purposes, we have determined what would be the equivalent discount rate if an
approach consistent with the Proxy Basis had been used as at December 31, 2016. For this purpose,
mortality is based on the CIA's Educational Note, Assumptions for Hypothetical Wind-Up and Solvency

Valuations with Effective Dates Between December 31, 2016 and December 30, 2017 and pension
indexation assumption is equal to the one used under the Proxy Basis. The resulting discount rate equals
3.83%.
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Actuarial Assumptions (cont'd)

The comparison is as follows:

Replicating Portfolio
("RP") assumptions

Discount rate
Indexation rate

RP Corresponding
Proxy Basis

assumptions under Proxy
Basis

3.35%

3.10% (!)

3.83%

1.47% before age 65,

1.75% before age 65,

1.75% before age 65,

1.60% thereafter

2.02% thereafter

2.02% thereafter

100% of the rates of the CPM

Mortality table:
Females

115% of the rates of the

100% of the rates of the CPM

CPM 2014 Private Sector

2014 projected with

2014 projected with

Mortality Table projected with

Improvement Scale B

Improvement Scale B

100% of the rates of the CPM

Improvement Scale B

Males

80% of the rates of the

100% of the rates of the CPM

CPM 2014 Private Sector

2014 projected with

2014 projected with

Mortality Table projected with

Improvement Scale B

Improvement Scale B

$15,124 million

$13,829 million

Improvement Scale B

Liability for members
eligible to immediate
pension
(1)

$13,829 million

Determmed as the unadjusted CANSIM V39062 (2.21 0Yo) mcreased anthmet1cally by a spread of 89 bps, based on the
duration of the liabilities expected to be settled through the purchase of annuities of 10.9
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Membership Data

Source of Data
Data was extracted from the Benefits Administrator's database as at December 31, 2016. Data was
provided for active members, members on special leaves, transferred members, pensioners, beneficiaries,
terminated members entitled to a deferred pensions and outstanding payments.
Data Validation Tests
Tests were made to ensure that the data was consistent both internally and with prior valuation data. More
specifically, we have:
>-

confirmed membership movements between valuation dates;

>-

validated dates, codes and amounts; and

>-

verified the consistency of service and earnings data with previous years.

In our opinion, these tests indicated that the data was sufficient and reliable for the purposes of the
valuation. No assumptions were necessary with respect to incomplete data. The Plan sponsor has stated
that the membership data is complete and accurate (Appendix

Bell Canada Pension Plan
Actuarial Valuation as at December 31,
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Membership Reconciliation - Active Members accruing DB service

BELL
Number as at 2015/12/31

Rehired

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

10,662

663

1,278

32

12

12,647

2

-

-

-

-

2

27
(18)

4
(6)

10
(18)

3
(4)

2
(1)

46
( 47)

7

7
(1)

Transfers
- From another plan/participating company
- To another plan/participating company
Transfers
(with past entitlements remaining in the Plan)
- Members transferred back into the Plan
- Members transferred out of the Plan

-

-

-

-

-

-

(1)

-

-

(52)
(84)

(I)
(3)

(41)
(37)

-

(2)
-

(96)
(124)

(1,397)

(92)

(25)

-

(1)

(1,515)

(5)
(24)

-

-

-

-

(1)

(2)

-

-

(5)
(27)

-

(1)

-

-

-

(1)

9,118

563

1,164

31

10

10,886 (l)

Terminations
- Paid out
- Deferred Pension
Retirements

-

Deaths
- With a survivor pension
- Paid out
Data Correction

Number as at 2016/12/31
"

Includes 793 disabled members
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Data (cont'd)

Membership Reconciliation - Active Members accruing I>C benefits (with past DB service)
BELL
Number as at 2015/12/31
Rehired

EXP ERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

1,124

54

300

2

4

1,484

-

1

-

-

-

1

7
(7)

1
(2)

2
(5)

-

-

-

-

10
(14)

-

-

-

Transfers
- From another plan/participating company
- To another plan/participating company
Transfers
(with past entitlements remaining in the Plan)
- Members transferred back into the Plan
- Members transferred out of the Plan

-

-

-

-

-

-

-

-

(15)
(2)

(1)

(12)

-

-

-

( 1)

(29)
(2)

(6)
(12)

-

(3)
(7)

-

-

-

-

-

(9)
(19)

(3)
(5)

(1 )

(1 )

-

-

(1)

-

-

Terminations
- DB Service : Paid out
- DC Benefits : Paid out
- DC Benefits : Not paid out

-

-

- DB Service : Deferred Pension
- DC Benefits : Paid out
- DC Benefits : Not paid out
Retirements
- DC Benefits : Paid out
- DC Benefits : Not paid out

-

-

-

-

-

-

-

-

-

-

-

(1)

-

-

-

-

-

-

-

-

-

-

-

1

-

-

-

1

1,080

53

274

2

3

1,412 (l)

-

-

(5)
(5)

Deaths
- DB Service : Paid out
- DC Benefits : Paid out
- DC Benefits : Not paid out
- DB Service : Survivor Pension
- DC Benefits : Paid out
- DC Benefits : Not paid out
Data Correction
Number as at 2016/12/31
Includes 50 disabled members
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Membership Data (cont'd)
Membership Reconciliation -Active Members accruing DC benefits (without past DB service)
BELL

EXPERTECH

MOBILITY

BELL TV

MEDIA

ONTERA

TOTAL

Number as at 2015/12/31

6,696

564

2,892

765

6,900

89

17,906

New Members and Rehired

1,081

99

484

15

826

4

2,509

980 (I)
(42)

1
(5)

27
(63)

2
(16)

107
(13)

-

1,117
(220)

(453)
(428)

(16)
(18)

(365)
(206)

(119)
(55)

(763)
(445)

(11)

-

-

-

(2)

-

(1)

-

(1)
(5)

(1)

(4)
7,830

625

2,768

590

6,606

Transfers
- From another plan/participating company
- To another plan/participating company

(81)

Terminations
- Paid out
- Not paid out

-

(1,727)
(1,152)

Deaths
- Paid out
- Not paid out
Number as at 2016/12/31

-

-

(4)
(10)
18,419

Includes 900 managers of the Bell Aliant Defined Contribution Plan transferred to the DC Component of the Plan on October 1, 2016
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Appendix E

Membership Reconciliation - Members transferred out of the Plan for future benefit accrual, with past

DB service and liabilities

remaining in the Plan
BELL

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

761

-

1

-

-

762

New Members transferred out of the Plan

-

-

1

-

-

1

Members transferred back into the Plan (I)

(7)

-

-

-

-

(7)

Past DB service transferred out of the Plan

(75)

-

-

-

-

(75)

(1)

Number as at 2015/12/31

Terminations
- Paid out

-

-

-

-

-

-

-

-

-

(1)

-

-

-

-

(1)

(1)

-

-

-

-

-

-

-

-

-

(1)

676

-

2

-

-

(1)

- Deferred Pension
Retirements

-

Death
- With a survivor pension
- Paid out
Number as at 2016/12/31

-

678 (Z)

(I) Headcount recognized in the active membership
<2> Includes 9 disabled members
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Membership Reconciliation - Pensioners and Beneficiaries (DB Component)

BELL
Number as at 2015/12/31

New Retirements from
- Active members
- Deferred Pensions
- Deceased active members
- Transferred members
End of guarantee period
Deaths (no further benefits)
Small pension refunded
Data corrections
Number as at 2016/12/31

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

-

34,054

32,786

977

288

3

1,411
81

93

26
4

-

3

1
-

1,531
88

1

-

(7)

(1)

-

(625)

(2)

(1)

-

-

-

-

-

-

5

2

-

-

-

7

33,652

1,072

317

3

1

35,045

-

-

-

1

-

-

(8)

-

-

(628)

-

-

-

-
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Membership Reconciliation - Members entitled to Deferred Pensions (DB Component)

BELL
Number as at 2015/12/31

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

30

4

6,571

5,300

153

1,084

102
-

3
-

47

-

-

-

-

-

152
-

-

-

-

-

-

-

(1)

(1)

-

-

-

(2)

(139)

(7)

(44)

(3)

( 1)

(194)

(81)

(3)

(4)

-

-

(88)

Deaths (paid out)

(7)

-

(1)

-

-

(8)

Data corrections

4

-

1

-

-

5

5,178

145

1,083

27

3

6,436

New Deferred Pensions
- Active members
- Transferred members
Past service transferred to another plan
Rehired as Active members
Paid out
Retirements

Number as at 2016/12/31

1

Bell Canada Pension Plan
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Membership Reconciliation - Former Members with DC Benefits not paid out or not yet transferred to another plan
BELL<1>
Number as at 2015/12/31

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

1,844

29

1,004

403

564

3,844

442
5
5
90

18

213
1

55

445
5

-

-

-

-

-

3

-

6

1,173
11
5
99

4

2

-

-

4

10

(2)

-

(3)

(2)

(I)

(8)

(224)

(3)

(156)

(94)

(203)

(680)

(23)

(64)

New
- from termination
- from death
- from retirement
- from transfer out
Transfers
- From another plan/participating company
- To another plan/participating company
Paid out
Rehired
Data Corrections
Number as at 2016/12/31

-

-

(32)

(4)

(5)

-

5

-

-

-

2

7

2,137

42

1,057

362

799

4,397

(I) Reconciliation includes Members of ONTERA for which their DC accounts have not yet been transferred as at December 31, 2016

.1
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Membership Data (cont'd)

Data Summary - Active Members

I

II December 31, 2015 1

December 31, 2016
BELL

EXPERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

TOTAL

12,647

Active Members

Members accruing DB service

9,118

563

1,164

31

10

10,886

Average age

51.1

50.7

47.4

48.5

46.3

50.7

50.6

Average DB pensionable service

24.7

23.1

17.7

18.7

18.3

23.8

24.1

$79,357

$70,869

$78,687

$82,852

$129,699

$78,903

$77,438

Number

Average pensionable earnings
Members accruing DC benefits
(with 12ast DB service}

1,080

53

274

2

3

1,412

1,484

44.6

46.0

43.3

42.7

49.9

44.4

43.5

6.2

6.9

3.3

0.2

1.5

5.6

5.7

$85,118

$70,211

$77,950

$79,456

$105,890

$83,204

$81,385

7,830

625

2,768

590

6,606

18,419

17,906

39.9

35.8

37.5

40.3

41.3

39.9

39.6

$80,426

$61,127

$68,138

$56,310

$75,470

$75,375

$73,290

18,028

1,241

4,206

623

6,619

30,717

32,037

45.8

43.0

40.6

40.7

41.3

43.9

44.l

$80,166

$65,935

$71,697

$57,705

$75,566

$76,985

$75,303

Number
Average age
Average DB pensionable service
Average pensionable earnings
Members accruing DC benefits
(without 12ast DB service}
Number
Average age
Average pensionable earnings
Total
Number
Average age
Average pensionable earnings

Bell Canada Pension Plan
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Data Summary- Members transferred out of the Plan for future benefit accrual, with past service and liabilities remaining in the Plan

I

II

December 31, 2016
BELL

EXP ERTECH

MOBILITY

BELL TV

MEDIA

TOTAL

December 31, 2015

I

TOTAL

Active Members

Members with 12ast DB service only
Number

571

-

1

-

-

572

654

Average age

51.l

-

-

-

-

51.l

50.7

16.2

-

-

-

-

16.2

17.4

$100,899

-

-

-

-

$100,815

$99,103

Average DB pensionable service
Average pensionable earnings
Members with 12ast DB service and
DC benefits
Number

105

-

1

-

-

106

108

Average age

45.2

-

-

-

-

45.2

44.1

5.6

-

-

-

-

5.7

5.6

$135,030

-

-

-

-

$134,428

$131,972

Number

676

-

2

-

-

678

762

Average age

50.2

-

40.4

-

-

50.2

49.8

Average DB pensionable service

14.6

-

11.6

-

-

14.6

15.7

$106,200

-

$62,060

-

-

$106,070

$103,762

Average DB pensionable service
Average pensionable earnings
Total

Average pensionable earnings

Bell Canada Pension Plan
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Appendix E

Data Summary- Inactive Members

I

II

December 31, 2016
BELL

EXPERTECH

MOBILITY

December 31, 2015

BELL TV

MEDIA

TOTAL

TOTAL

31,176

I

Pensioners

Number

30,705

1,026

306

3

1

32,041

71.0

63.9

66.8

60.6

-

70.7

70.6

$23,407

$28,523

$16,978

$26,440

-

$23,509

$23,092

2,947

46

11

-

-

3,004

2,878

77.7

63.9

80.5

-

-

77.5

77.1

$16,787

$16,099

$4,598

-

-

$16,732

$16,411

6,571

Average age
Average annual pension
Beneficiaries

Number
Average age
Average annual pension
Members Entitled to Deferred Pensions

Number

5,178

145

1,083

27

3

6,436

Average age

51.6

46.0

45.5

46.0

44.7

50.4

49.6

$5,648

$5,366

$4,688

$6,035

$4,452

$5,481

$5,571

Average annual pension
Former DC Members<'>

2,137

42

1,057

362

799

4,397

3,844

$18,003

$11,035

$13,420

$13,407

$16,074

$16,106

$14,510

Number
Average DC account

(I) With DC Benefits not paid out or not yet transferred to another plan

�
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Age/Service Chart of Active Members accruing DB service as at December 31, 2016

I

Age\ DB Service

I

0-5

30-35:#

5-10
1

Total earnings
Average earnings
35-40:#

1

Total earnings
Average earnings
40-45:#

Total earnings
Average earnings
45-50:#

Total earnings
Average earnings
50-55:#

2

59

15-20

20-25

25 -30

30-35

35-40

40 and+

3

4,085,378

269,200

I

TOTAL
63

69,244

89,733

13

343

559

976,884

25,909,000

45,417,654

121,590

72,442,906

75,145

75,536

81,248

60,795

78,914

70,611
2

918

28

253

1,023

167

2,206,396

19,206,708

82,945,057

14,167,592

555,967

30,594

78,800

75,916

81,080

84,836

69,496

29

192

738

496

587

21

2,066

178,722

2,532,872

15,032,249

58,461,099

41,275,773

47,872,853

1,641,553

166,995,121

59,574

87,340

78,293

79,216

83,217

81,555

78,169

80,830

3

1

55-60:#

Total earnings
Average earnings
60-65:#

Total earnings
Average earnings
65 and+:#

8

1,481
119,142,908
80,448

24

132

617

355

1,320

398

342

2

3,191

1,886,271

10,420,777

49,176,243

27,620,228

106,557,935

31,563,797

26,159,707

168,046

253,646,401

78,595

78,945

79,702

77,803

80,726

79,306

76,490

84,023

79,488

16

80

365

171

543

251

867

76

2,369

1,411,237

6,591,622

28,779,996

12,350,385

40,661,307

20,635,295

66,818,849

5,714,976

182,963,667

88,202

82,395

78,849

72,224

74,883

82,212

77,069

75,197

77,232

41

125

75

143

48

198

97

730

214,344

2,914,710

9,805,964

4,850,260

9,998,553

3,513,554

15,528,670

7,267,004

54,093,060

71,448

71,090

78,448

64,670

69,920

73,199

78,428

74,918

74,100

3

1

Total earnings
Average earnings

6

26

13

441,481

2,001,243

943,671

478,197

687,189

531,722

5,200,289

73,580

76,971

72,590

79,699

85,899

75,960

76,475

6

1

8

7

68

115

1,106

3,456

1,279

2,607

719

1,415

182

10,886

351,085

9,393,758

84,601,925

276,856,454

101,329,499

206,124,812

57,399,166

109,194,415

13,681,748

858,932,864

50,155

81,685

76,494

80,109

79,226

79,066

79,832

77,169

75,174

78,903

7
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4,448,513

61,188

Total earnings
Average earnings

TOTAL
Total earnings
Average earnings

10-15
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Appendix E

Age/Service Chart of Active Members with past DB service accruing DC benefits as at December 31, 2016

I

Age\ DB Service

II

0-5

5-10

10-15

15-20

20-25

30-35: #
Total earnings
Average earnings

70
5,281,414
75,449

35-40: #
Total earnings
Average earnings

284
24,202,990
85,222

88
7,447,872
84,635

2
152,376
76,188

40-45: #
Total earnings
Average earnings

213
18,118,069
85,061

145
12,681,076
87,456

14
1,322,490
94,464

3
219,213
73,071

45-50: #
Total earnings
Average earnings

124
9,989,173
80,558

80
6,464,037
80,800

36
2,901,055
80,585

24
2,898,469
120,770

3
243,139
81,046

50-55: #
Total earnings
Average earnings

81
7,116,107
87,853

51
3,899,419
76,459

36
2,882,580
80,072

34
2,585,517
76,045

17
1,253,751
73,750

55-60: #
Total earnings
Average earnings

27
1,963,467
72,721

15
1,133,302
75,553

9
611,872
67,986

60-65: #
Total earnings
Average earnings

15
1,010,094
67,340

10
688,072
68,807

4
221,708
55,427

65 and+:#
Total earnings
Average earnings

2
170,206
85,103

1

TOTAL
Total earnings
Average earnings

816
67,851,519
83,151

391
32,437,998
82,962

25-30

1

Bell Canada Pension Plan
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30- 35

35-40

40 and+

II

TOTAL

I

71
5,366,878
75,590
374
31,803,238
85,035
375
32,340,848
86,242
267
22,495,873
84,254
2
136,385
68,193

221
17,873,759
80,877

12
849,378
70,782

7
769,591
109,942

70
5,327,610
76,109

1

1

31
2,066,493
66,661
3
208,962
69,654

101
8,092,080
80,120

74
6,619,415
89,452

20
1,496,891
74,845

10
985,758
98,576

1,412
117,483,661
83,204
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Appendix E

Membership Data (cont'd)

Chart of Active Members accruing benefits in the DC Component as at December 31, 2016
BELL

Contribution level

I

#

Em11loyer

Member

avg. pens.
earnings

#

avg. pens.
earnings

BELL TV

MOBILITY

EXPERTECH

#

avg. pens.
earnings

#

MEDIA

avg. pens.
earnings

#

avg. pens.
earnings

TOTAL

#

avg. pens.
earnings

710

$62,131

102

$44,288

337

$57,328

86

$48,872

641

$47,518

1,876

$54,697

7

$43,105

1

-

3

$37,717

-

-

58

$54,383

69

$52,716

53

$73,944

1

-

27

$55,480

7

$52,820

49

$66,082

137

$65,946

75

$51,781

4

$64,975

29

$43,725

17

$38,158

34

$75,185

159

$54,192

6.0%

4,708

$82,540

344

$64,195

1,742

$70,572

371

$58,396

3,372

$74,937

10,537

$76,679

3.0%

6.0%

452

$81,546

20

$62,186

164

$67,540

20

$55,857

576

$75,989

1,232

$76,352

4.0%

6.0%

1,614

$82,790

157

$66,256

432

$73,028

62

$58,829

1,195

$88,674

3,460

$82,424

5.0%

6.0%

254

$84,092

6

$68,598

54

$64,626

5

$62,576

165

$76,637

484

$78,964

6.0%

6.0%

548

$83,287

19

$69,009

129

$72,466

16

$58,978

319

$85,760

1,031

$82,058

7.0% - 12.0% (Z)

6.0%

489

$88,686

24

$67,444

125

$74,925

8

$59,279

200

$85,215

846

$84,951

8,910

$80,995

678

$61,838

3,042

$69,021

592

$56,388

6,609

$75,484

19,831

$75,932

0.0%

4.0%

0.0%

5.0%

1.0%

5.0%

0.0%

6.0%

2.0%

(I)

(I)

Total
(Il
<2l

I

These contribution levels are due to Members on leave
The average contribution level is 9.8% for Members contributing between 7.0% and 12.0% of their pensionable earnings

.,
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Appendix E

Chart of Pensioners and Beneficiaries as at December 31, 2016

Average temporary annual pension to 65

Average annual lifetime pension

I

AgoGmup

I

% of members
Number

($)

with

a

survivor

Number

($)

protection

<60

3,555

21,307

62%

2,697

20,074

60-64

6,584

20,105

63%

4,477

18,104

65-69

7,553

18,855

57%

-

-

70-74

6,016

18,059

52%

-

-

75-79

4,352

18,104

40%

-

-

80-84

3,526

19,615

33%

-

-

>85

3,459

17,690

13%

-

-

Total

35,045

19,070

49%

7,174

18,845
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Actuarial Cost Method

Appendix F

The purpose of an actuarial cost method is to assign a value to the benefits accrued to the valuation date
under the plan and to measure the value of the benefits accruing in ensuing years. This actuarial valuation
of the DB Component uses two cost methods: the Projected Unit Credit method for the measure of the
plan's going-concern liabilities and normal actuarial cost and the Unit Credit method for the solvency
measure. A comparison of plan assets with the liabilities measured under these two methods gives an
indication of the security of benefits accrued to the valuation date based on the actuarial assumptions
described in this report.

Going-Concern Basis: Projected Unit Credit Actuarial Cost Method
Prospective benefits were calculated for each active and transferred member according to the actuarial
assumptions shown in Appendix D. The actuarial liability for each active and transferred member was
calculated as the actuarial present value of the prospective benefits multiplied by the ratio of the
pensionable service prior to the valuation date to the total potential pensionable service.
The normal actuarial cost for each active member was calculated as the actuarial present value of the
prospective benefits divided by the total potential pensionable service. In order to reflect the fact that, on
average, contributions are made in the middle of the year, six months of interest at the valuation interest
rate assumption was added to the normal actuarial cost.
The actuarial liability for each inactive member was calculated as the actuarial present value of their
respective benefits.

Solvency Basis: Unit Credit Actuarial Cost Method
The actuarial liability for each member was calculated as the actuarial present value of their accrued
benefits at the valuation date (determined on the basis of current earnings for active and transferred
members).
The actuarial liability for members not in receipt of a pension payment at the valuation date was
calculated as the present value of the pension deferred to the age that maximizes the value.
Incremental Cost
For active members, transferred members and deferred pensioners, the cost has been determined by
calculating the present value of the projected solvency liability at the next valuation date, taking into
account accrual of service, projection of pensionable earnings and maximum pension limit, benefits based
on eligibility at that time and the reset of the select period in the discount rate assumption, if and when
applicable, minus the solvency liability at the valuation date. Decrements prior to normal retirement date
have been ignored, considering materiality, and no new entrants have been assumed since participation in
the Plan is closed to new employees.
For members in receipt of a pension payment at the valuation date, the incremental cost is equal to 0 since
all benefits are already reflected in the liability at the valuation date.

Bell Canada Pension Plan
Actuarial Valuation as at December 31, 2016
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Appendix G

The Pension Benefits Standards Act, 1985 and the related Regulations require that certain minimum
contributions be made for a plan to remain acceptable for registration. These minimum contributions are
the sum of:
•

the employer normal actuarial cost

•

the going-concern amortization payments
The going-concern amortization payments must be sufficient to liquidate the unfunded actuarial
liability over a period of fifteen years, where an unfunded actuarial liability is:
>
>

the going-concern deficit upon plan establishment;
the amount by which a plan amendment increases going-concern liabilities above any
existing going-concern excess of the plan; or

>

the amount by which the going-concern deficit exceeds the present value of previously
established going-concern amortization payments in respect of periods after the valuation
date.

Actuarial gains may be used to reduce any outstanding unfunded actuarial liability.
•

the solvency amo1tization payments
The plan year's solvency amortization payment is equal to the amount by which the solvency
deficiency (amount by which the solvency liabilities exceed the adjusted solvency asset amount)
divided by 5 exceeds the going-concern amortization payments payable during the plan year.
Letters of credit can be deposited into the pension fund in lieu of making cash payments to
amortize the solvency deficiency, up to a maximum of 15% of plan assets.

The minimum contributions are payable not less frequently than monthly and not later than 30 days after
the end of the period for which they are payable.
Employer contributions in respect of the normal actuarial cost may be reduced by the lesser of the surplus
on a going-concern basis and the excess of the solvency assets over 105% of the solvency liability.

Bell Canada Pension Plan
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Maximum Eligible Contributions

Appendix H

In its fiscal year an employer may deduct contributions and certain administrative costs of a registered
pension plan in accordance with the Income Tax Act.
Section 14 7 .2 permits the deduction of contributions in respect of the employer normal actuarial cost. It
also permits the deduction of the amortization payments up to the greater of (a) any unfunded actuarial
liability, (b) the face value of any letter of credit plus/minus the solvency shortfall/surplus, or (c) any
required solvency amortization payments. Contributions are subject to certification by the actuary
(prepared not more than four years before the day on which the contribution is made) and approval by the
Canada Revenue Agency.
These contributions are deductible in the fiscal year during which they are remitted or within 120 days
after the end of such fiscal year provided they were made to fund benefits for periods before the end of
the fiscal year.
Interpretation Bulletin IT-105 permits the deduction of the administrative costs of the Plan.
If the actuarial surplus exceeds 25% of the actuarial liability, then the employer's normal actuarial cost
must be reduced to the extent of such excess. It should be noted that this provision of the tax mles limits
the amount of employer contribution which may be made, not just the deductibility of contributions.

Bell Canada Pension Plan
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Statutory Filings

Appendix I

Office of the Superintendent of Financial Institutions
An actuarial valuation report must generally be filed annually with OSFI unless the solvency ratio
disclosed in the most recently filed valuation report is 1.20 or greater. In this later case, an actuarial
valuation report must be filed at least every three years, or whenever the plan funding requirements are
changed. In the intervening period, the employer must contribute, as a minimmn, according to the last
filed actuarial opinion. An Actuarial Information Summary and a Replicating Portfolio Information
Summary must be filed concurrently with the actuarial valuation.
Given the solvency ratio of the Plan, the actuarial opinion contained in this report is only valid for 2017
and the next valuation report must have a valuation date no later than December 31, 2017.

Canada Revenue Agency
To make an eligible contribution, an employer must seek the Minister of Finance's approval.
Accordingly, the employer must file with the Minister a report prepared by the actuary that contains a
certification and any other required information. The recommendation must be based on an actuarial
valuation with an effective date not more than four years before the day on which the contribution is made
and must be approved in writing by the Minister on the advice of the Superintendent of Financial
Institutions. An Actuarial Information Summary must be filed concurrently with the actuarial valuation.
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Appendix J

The following is a summary of the Plan's main provisions in effect as at December 31, 2016. It is not a
complete description of the Plan provisions.
Eligibility for Membership

All Employees become Members of the Plan after they have completed three months of service.
Pensionable Earnings

Basic pay plus short-term incentive bonus and other forms of remuneration that are considered to
be earnings for pension purposes under the applicable rules of the relevant Participating Company.
Vesting

Immediate upon Plan membership.
DC COMPONENT

The Plan provides for defined contribution provisions for all new employees hired and for active
Members who elected to join the DC Component.
Any benefits provided under the DC Component are in addition to the benefits provided under the

DB Component. Members shall not accrue Pensionable Employment while participating in the DC
Component of the Plan.
Members are allowed to contribute up to 12% of Pensionable Earnings, on an optional basis.
Employer contributions under the DC Component of the Plan are 4% of Pensionable Earnings,
plus a matching of member contributions up to a maximum of 2% of Pensionable Earnings.
Employer and Member contributions are invested in accordance with Members' selection of
investment options. At termination of employment, death or retirement, the Member's DC account
is payable in the form of a lump sum transfer, subject to applicable legislation.
DB COMPONENT
Member Contributions

None.
Pensionable Age

Age 65.
Early Retirement Date

In respect of Pensionable Employment prior to January 1, 1987

�
�

Age 55 and sum of age and years of service equal to 85 or more, or
Age 60 and sum of age and years of service equal to 80 or more.

If not eligible under the above criteria, an actuarially reduced benefit is payable from age 55.
In respect of Pensionable Employment from January 1, 1987
Age 55.
Members terminating employment after having attained age 55 shall be granted an annual pension
(portability option not offered).
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Actuarial Valuation as at December 31, 2016

Page JI

198
Summary of Plan Provisions (cont'd)

Appendix J

Average Annual Pensionable Earnings (AAPE)
Average annual Pensionable Earnings during the best 60 consecutive months.

Defined Benefit Pension
1)

In respect of Pensionable Employment prior to January l, 1987
(except for members of the BCE Mobile Communications Inc. Pension Plan as at December 31,
2000)
The pension under this section is converted into a level pension on an actuarial equivalent basis. For
each year of Pensionable Employment prior to January 1, 1987, the amount of Annual Pension
payable upon retirement is equal to the following:
a)

Prior to age 65:
i.

1.30% plus 0.01% for each 3 full months by which retirement age exceeds age 55 (up to a
maximum of 1.50%) times AAPE, and

ii.
b)

a supplemental amount of 0.50% of the lesser of AAPE and $10,000.

On and after age 65:
i.

0.85% of AAPE, up to the Year's Maximum Pensionable Earnings (YMPE) under the
C/QPP for the year in which the pension commences, and

ii.

1.30% plus 0.01% for each 3 full months by which retirement age exceeds age 55 (up to a
maximum of 1.50%) times the amount by which the AAPE exceeds the YMPE

2)

In respect of Pensionable Employment from January 1, 1987
(or in respect of all Pensionable Employment for members of the BCE Mobile Communications
Inc. Pension Plan as at December 31, 2000)
For each year of Pensionable Employment from January 1, 1987, the amount of annual pension
payable from Pensionable Age shall be equal to the sum of:
i.

1.0% of that part of the Member's AAPE which does not exceed the YMPE, and

ii.

1.7% of that part of the Member's AAPE in excess of the YMPE

Pension is reduced by Vi% for each month that Early Retirement Date precedes Pensionable Age.
3)

Additional Pension for Members who elected to participate in the DC Component of the Plan
The amount of additional annual pension payable from Pensionable Age shall be equal to 0.2% of
that part of the Member's AAPE which does not exceed the YMPE for each year of Pensionable
Employment before January 1, 2005. Such additional pension is reduced by Vi% for each month
that Early Retirement Date precedes Pensionable Age.

Maximum Pension
No annual pension payable according to the defined benefit provisions upon retirement, death or
termination of employment can exceed the limit determined under the Income Tax Act and 2% of
the Member's AAPE times the number of years of Pensionable Employment.

Normal Form of Pension
Pension payable for life with no guarantee.
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Appendix J

Optional Form of Pension

Pension payable for life with a 10-year guarantee, on an actuarially reduced basis.
Survivor Protection After Retirement

Unless waived in writing prior to retirement, the defined benefit pension is payable in reduced
amounts (on an actuarial equivalent basis) such that, in the event of the former employee's death, a
survivor pension equal to 60% of the reduced pension will be paid for life to the eligible spouse.
In the case of Members Entitled to Protection of Pension Rights:
a)

if the spouse dies prior to the former employee, the normal pension is reinstated to the initial
amount;

b)

the actuarial equivalent reduction is made on the basis that the Fund will subsidize one-third of
the pension to the surviving spouse.

Death Benefits Before Retirement

a)

On the death of a Member, the surviving spouse is entitled to a benefit equal in value to the

b)

If the Member has no spouse on the date of death, the beneficiary or the estate is entitled to a

defined benefit pension.
benefit equal in value to the defined benefit pension.
Termination Benefits

In respect of defined benefit pension credits for service prior to January l, 1987
Deferred annuities payable from age 60 are provided.
In respect of pension credits for service from January 1, 1987 (or all service for Mobility
�loyees):
Deferred annuities payable from age 65 are provided.
Indexing of Pensions

All defined benefit pensions under the Plan will be augmented by annual cost-of-living
adjustments, not to exceed 2% per year, based on the increase in the Consumer Price Index ("CPI")
as published by Statistics Canada.
From age 65, if it is more generous than the formula described above, all pensions under the Plan
will be augmented by annual cost-of-living adjustments, not to exceed 4% per year, corresponding
to 60% of the annual increase in the CPI.
Protection of Pension Rights

Employees on December 31, 1986 who have maintained continuous employment are entitled, for
their service on or after January 1, 1987, to the larger of the benefits calculated in accordance with
the provisions applicable to pre-1987 service and the benefits calculated in accordance with the
provisions applicable to post-1986 service. Members of the BCE Mobile Communications Inc.
Pension Plan as at December 31, 2000 other than qualified members are not entitled to this
protection.
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Appendix J

Pay Equity Accounts
Bell Canada entered into agreements on pay equity with the Canadian Telecommunications
Employees' Association (CTEA) in 2002 and with the Communications, Energy and Paperworkers
Union of Canada (CEP) in 2005. Certain affected employees were granted retroactive pay as well
as a pension improvement consisting of a lump sum benefit which accumulates at the rate of return
of the DB Component of the Plan.

Disability Benefits
A Member on Long Term Disability continues to accrue pensionable service while disabled to the
earliest of age 65, retirement, termination or death.
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Certificate of the Employer

AppendixK

I he reby certify that, with respect to the actuarial valuation of the Bell Canada Pension Plan as at
December 31, 2016, to the best of my kno wled ge and belief,
•

the valuation reflects Bell Canada's terms of engagement, including the requirement to include a

margin in the di s c ount rate used to perform the going-concern valuation and regardi n g the
methodology to value solvency liabilities;
•

the information supplie d to the actuary related to the Plan provisions, the membership data, and

the asset data is complete and accurate; and
•

all events subsequent to December 3 I, 2016 that may have an impact on the Plan have been
communicated to the actuary.

2017
Signature

Eleanor Marshall

Name

Vice President

-

Pension & Benefits

Title

Actuarial Valuation as at December 31, 2016

202

THIS IS EXHIBIT "E" REFERRED TO IN THE
AFFIDAVIT OF JASMINE RANDHAWA
SWORN BEFORE ME, THIS 02) DAY OF JULY, 2018

AKING AFFIDAVITS, ETC.

Brittany Tovee

RRS Portal

Portal

Bell Canada BELL

\Combo 55077) (l'-13002)

2016-12-31

iWhen completing !his form, please refer lo the Gulde lo
. JRequi!'Ein1ent�
..
,.

Complellng the OSFI 49 Annual Information Return and the OSF! 49A

Schedule A.

Canada Revenue Agency Information

..

.

i

l

001

1::1Li!11bl!!r oLm.11/Tlbllr�!!Lthe plan:s previous �i:ar end
... :ENTRANTS: (lryc!ude 11mploy11es joining l�j!Pill!1 ll.°.� ti:a�sre:,�J��!11 other
i,:�t�I of line:!. 002 plus (+)003 .

32799

..•..••

6101
···-1

. 9,79?1
17,785'.

21�;

iamish Columbia

329
407

Yuk.9.n..T11rritorc.
!NC)!lhw,_�� Temtori_e_s

.

.

..1.75

mL

1.os{
3

NL1"...1!.':'!L
iOLrtsic!e C:anada

, Tol(ll �al�lf�!!Jale/lnclu�edEmploy!Tlenl.

]Total Membership (sum ofi;C)ls. 001 and 0�2.f?r!.lil}e o��)J':!U�!9uaJJ!!1.ll.1.1J
: 01her Beneficiaries

.. ;i:;r.;�c1 io!!ll

. .·

I
l

$ Am.cunt 0.01

https://secure-site.bank-banque-canada.ca/vizorportal/RenderHtmlEdit.aspx?render mode=Readonly&pack...
_

2018-01-1 I

204

RRS Portal

- - Page 2 of:

040
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042

Add iti nal

o

25,531,000

voluntary contributions

13,495,000

Total member contributions (line 040 plus(+) line 042)

044

nt

045

Employer cu

047

Amount credited from surpluslforfeitures

049

Net employer

rre

39,026,000

service contributions (determined from plan documents or actuarial valuation report)

215,900,000
0

current service contributions (line 045 minus (-)

line

047)

215,900,000
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050

(a) Total payroll Of plan

members {by contribution class)

051
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(b) Describe base If other than payroll 001

055

(c) Were employer
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056

001
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I
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ror the adiustmentlsl
1
umer Price Index

j

kl27

No

Excess interest formula ladiustmenls based on excess earninos In the

P2S

No

Percentage increase (not based on

IJJO

No

Flat dollar amount

033

Yes

002

CPI)

%
$annually

exolain below)
·age 65: CPI max 2%, after age 65: 160%

()35

oension fund1

CPI

max 4%\

not Jess than ICPI

max 2%l

20.016

Amendments
ine
003

Were any amendments made to the plan during the year?

If "Yes", have the amendments been

Yes

Yes

I

I

I

I

submilted to OSFI?

I

I
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Return

OSF149A Schedule A Canada Reven ue Agency Information Requirements

Name

-

A2001S-A2001S

Section Name

Bell Canada BELL

(Combo:55077) {P·B002)

2016-12-31
l"mnn1,,,1irm !his form, please refe r to the

Information Requirements.

Guide to Completing the OSFl 49 Annual Information Return and the OSFI 49A Schedule A Canada
-

SCHEDULE A
CANADA REVENUE AGENCY INFORMATION REQUIREMENTS
20.018

i

001

001 Canada Reven ue Agency Registration Number
Financial data for the

0222075

plan year {report amounts to the nearest dollar)
OOt

002 Payments of benefits

783,999,0DD

005 Transfers of benefits to other plans

155, 195,000

007 Amounts transferred in from other plans during the year

141,715,000

010 Did !he pension plan terminate or become inactive before or In !his plan year?
No
013 If yes, enter effective data
•

For Inactive or terminated plans, no further questions

020 How many members were persons connected with the employer?

001

0

025 How many employers participated In the plan at the end of the plan year?

001

5

•
•

•

For specified multi-employer plans, no rurther questions
For multi-employer plans, go to line

050

For all other plan types, continue with line

030

; 030 Did any member or this plan participate in any oth er registered pension plan or deferred profit sharing plan provided by this
plan sponsor?

No

035 Did any member of this plan participate in any other registered pension plan or deferred profit sharing plan of any other sponsor who does not deal at
arm's length with this plan sponsor?
Yes

040 Have any connected persons joined or left the plan in this plan year?
No

045 During this plan year, has a person or group acquired control of the corporation that is sponsoring the pension plan?
NA/Yes/No

No

•For defined contribution plans, no further questions
•

For all other plan types, continue with line 050

050 Were any plan members provided with post-1989 past service benefits in this plan year?
No
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055 Have any plan members who are connecled persons been provided with pre-1992 past service benefits in this plan year?
No
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Return Name

OSFl60

Section Name

A30005 - A30035

-

Certified Financial Statements

Organization Name

Bell Canada BELL (Combo'.55077) (P-8002)

Reporl!ng Date

2016-12-31

UNCLASSIFIED
CERTIFIED FINANCIAL STATEMENTS

Page 30.005

For Plan Year Ending

2016-12-31

Number of Months Covered

12

Page 30.010

STA TEMENT OF CHANGES IN NET ASSETS
INCREASE IN ASSETS
Increase Due to Investments

(or Losses) on

Previous Year

($)

($)

(001)

(002)

47,633,000

Investment Income

Net Gains

Current Year

36517000.00

(010)

Investments

Realized

Unrealized
Total Increase Due to Investments

0.00

(015)

742,784,000

737887000.00

(016)

790,417,000

774404000.00

(019)

39,026,000

29860000.00

(020)

0.00000

(021)

0

(Lines 10+15+16)
Contributions

Member Contributions
Additional Voluntary Contributions
Employer Contributions {current service, special payments, etc.)

Total Contributions

566,959,000
462571000.00

(025)

605,985,000

492431000.00

(029)

141,715,000

467192000.00

(039)

(Lines 20+21+25)
Transfers to the Pension Fund

Other Sources of Increase
TOTAL INCREASE IN ASSETS

(Line

0
1,538,117,000

o.oo

(049)

1734027000.00

(059)

19+29+39+49)

DECREASE IN ASSETS
Plan Expenses
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Expenses Related to Managing Investments

11,448,000

14055000.00

(060)

Administration Cost
65,000

Professional Fees
Other
Total Plan Expenses

65000.00

(070)

25,677,000

27993000.00

(075)

37,190,000

42113000.00

(079)

863071000.00

(080)

(Lines 60+70+75)
Benefits and Transfers

783,999,000

Benefits Paid Directly by the Plan

(Defined Benefit/Combination)
Transfers from the Pension Fund to:
29,079,000

Other Registered Pe n s i on Plans

Others Transfers

Total Benefits and Transfers

32573000.00

(085)

126, i 16,000

0.00

(087)

939, i 94,000

895644000.00

(089)

0.00

(109)

976,384,000

937757000.00

(119)

561,733,000

796270000.00

(129)

15,988, 731,000

15192461000.00

(159)

16,550,464,000

15988731000.00

(199)

(Lines 80+85+87)
0

Other Sources of Decrease

TOTAL DECREASE IN ASSETS

(Lines 79+89+109)
CHANGE IN NET ASSETS

(Lines 59-119)
NET ASSETS AT BEGINNING OF Pl.AN YEAR
NET ASSETS AT Pl.AN YEAR END

(Lines 129+159)
Page 30.020

STATEMENT OF NET ASSETS
Current Year

Previous Year

($)

($)

(00 1 )

(002)

ASSETS
Cash on Hand

48,277,000

22703000.00

100,590,000

183513000.00

(009)

Investments at Fair Value

Debt Securities (Canadian and Foreign)
Short Term Notes, Securities, and Other Term Deposits

Bonds and Other Debi Securities Guaranteed by a
Government

7,307,936,000

Corporate Bonds and Other Corporate Debt Securities

3,183,743,000

(010)

6226671000.00

(011)

3052217000.00

(012)

Mutual Funds - Bonds, Cash Equivalent, and Mortgage

0 . 00

(017)

Mortgage Loans

0.00

(019)

0.00

(024)

9462401000.00

(029)

Amounts Deposited in the General Fund of an Insurer

Total Debt Securities

10,592,269,000

(Lines 10+11+12+17+19+24)
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Equity (Canadian and

...

Foreign)

Shares in Investment, Real Estate or Resource Corporations

3, 746,291,000

0.00

(030)

3551984000.00

(033)

Stock Mutual Funds

40,277,000

43612000.00

(034)

Real Estate Mutual Funds

61,806,000

1910000.00

(036)

476000.00

(037)

3597982000.00

(039)

Common and Preferred Shares

476,000

Real Estate

3,848,850,000

Total Equity

(Lines 30+33+34+36+37)
Diversified and Other Investments (Canadian and Foreign)

366 ,3 04 , 000

Balanced Mutual/Pooled Funds

0

Segregated Funds
Hedge Funds

667442000.00

(040)

0.00

(042)

867632000.00

(043)

Private Equity

576,063,000

652556000.00

(044)

Infrastructure

402,971,000

403527000.00

(046)

79,407,000

Other Investments not listed above

2, 134,350,000

Total Diversified and Other Investments

300407000.00

(048)

2891564000.00000

(059)

(Lines 40+42+43+44+46+48)
16,575,469,000

Total Investments at Fair Value

15951947000.00

(069)

(Lines 29+39+59)

Accounts Receivable

73,000

Member and Additional Voluntary Contributions

0.00

(070)

Employer Contributions

11,339,000

11280000.00

(071)

Investment Income Receivable

1 4 , 24 1 , 00 0

6298000.00

(073)

Other Amounts Receivable

37,061,000

296000.00

(078)

62,714,000

17874000.00

(089)

15992524000.00

(119)

Total Accounts Receivable

(Lines 70+71+73+78)
16,686,460,000

TOTAL ASSETS

(Lines 09+69+89)
LIABILITIES

o.oo

(125)

Pension Benefits, Refu nds and Transfers Payable

1,341,000

0.00

(135)

Expenses Payable

3,147,000

2921000.00

( 14 0)

131,508,000

872000.00

(148)

135,996,000

3793000.00

(159)

15988731000.00

(199}

Mortgage Borrowings

Other Amounts Payable
TOTAL LIABILITIES

(Lines 125+135+140+148)
16,550,464,000

NET ASSETS AT PLAN YEAR END (Lines 119-159)

Page 30.030

NOTES TO THE

FINANCIAL STATEMENTS

001
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Page 30.035

GENERAL INTERROGATORIES

A. Statement of Investment Policies and Procedures
Has the Statement of Investment Policies and Procedures been reviewed or amended during the year?

Reviewed: Yes

Amended : Yes

If all assets are held in the segregated fu n ds or unallocated general funds of a Life Insurance Company authorized to
carry on business in Canada, a nswe r NIA to B, C, D and E below.

B.10% Rule
Does the plan comply with the 10% rule described in subsection 9(1) of Schedule Ill of the Regulations?

Yes/No/NA

Yes

C. Securities Lending
Has th e plan abided by the February 1992 OSFI Guideli ne on Securities Lending for Pension Plans?
Yes/No/NA

D. Derivatives

•

Yes

Best Practices

Has the plan abided by the May 1997 OSFI Guideline on Derivatives Best Practices?
Yes/No/NA

Yes

E. Foreign Investments
Allocate fair market value of foreign plan assets

accordingly: ($)
Foreign Investments

Type of
Investment

us

Europe

Asia

Other Foreign

Total Foreign

(001)

(002)

(003)

(004)

{005)

Debt
Securities

(040)
1,872,892,000

748,738,000

320,292,000

155,210,000

3,097, 132,000 {042)

(044)
1,872,892,000

748,738,000

320,292,000

155,210,000

3,097, 132,000 (049)
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THIS IS EXHIBIT "F" REFERRED TO IN THE
AFFIDAVIT OF JASMINE RANDHAWA
SWORN BEFORE ME, THIS�) DAY OF JULY, 2018

Brittany Tovee

213
Jasmine Randhawa
From:
Sent:
To:
Subject:
Attachments:

Deslauriers, Eric <eric.deslaurier@bell.ca>
January-12-18 7:22 AM
Brittany Tovee
RE: Bell Canada Pension Plan
AIR 2016 Bell Canada Pension Plan.pdf

Hi,
This is what I was able to download for the annual information returns.
Eric

I
Eric Deslauriers
Senior Consultant - Pension & Actuarial services
1 Alexander G. Bell, Tour A5
Verdun, Quebec H3E 3 B 3
T: 514 786-7003 F: 514 766-6899
From: Brittany Tovee [mailto:btovee@kmlaw.ca]

Sent:

2018-01-08 5:28 PM

To: Deslauriers, Eric <eric.deslaurier@bell.ca>

Subject:

RE: Bell Canada Pension Plan

Thank you!

Tovee
Associate
T: +1 416-595-2260 IF: +1 416-204-49371 E: btovee@kmlaw.ca
·

Koskie Minsky LLP, 20 Queen Street West, Suite 900, Toronto, ON. M5H 3R3
km law.ca

From: Deslauriers, Eric [mailto:eric.deslaurier@bell.ca]

Sent: January-08-18 4:15 PM
To: Brittany Tovee

Subject:

RE: Bell Canada Pension Plan

Hi,
As discussed, please find in attachment:
The Bell Canada Actuarial Reports 2016-12-31, The Bell Canada Plan text and
Amendments 20 to 24.
Regards,
1

214
Eric

I
Eric Deslauriers
Senior Consultant - Pension & Actuarial services
1 Alexander G. Bell, Tour AS
Verdun, Quebec H3E 3B3
T: 514 786-7003 F: 514 766-6899
From: Brittany Tovee [mailto:btovee@kmlaw.ca]

Sent: 2018-01-05 2:17 PM
To: Deslauriers, Eric <eric.deslaurier@bell.ca>

Subject: RE: Bell Canada Pension Plan
Mr. Deslauriers,
May I please have a response to our inquiry?
Many thanks,
BT

Tovee

..

.. . ..•.

...•........••......�....... . . .

..

·

T: +1 416-595-2260 IF: +1 416-204-4937 J E: btovee@kmlaw.ca
Koskie Minsky LLP, 20 Queen Street West, Suite 900, Toronto, ON. M5H 3R3
kmlaw.ca

From: Brittany Tovee

Sent: January-02-18 8:24 AM
To: 'Deslauriers, Eric'

Cc: Jasmine Randhawa
Subject: RE: Bell Canada Pension Plan
Thank you for your email, Mr. Deslauriers. I look forward to your response.
BT

2
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({QS({IEJ
MINS({)'] ��:��;��595-2260 J +1 416-204-4937 J btovee@kmlaw.ca
Tovee

F:

·

E:

Koskie Minsky LLP, 20 Queen Street West, Suite 900, Toronto, ON. M5H 3R3
kmlaw.ca

From: Deslauriers, Eric [mailto:eric.deslaurier@bell.ca]

Sent: December-21-17 1:40 PM
To: Brittany Tovee

Cc: 'les.austin les.austin'; Jasmine Randhawa
Subject: RE: Bell Canada Pension Plan
I confirm that we have received your request, and we will get back to you with more information in January 2018.
Regards,
Eric Deslauriers

I
Eric Deslauriers
Senior Consultant - Pension & Actuarial services
1 Alexander G. Bell, Tour A5
Verdun, Quebec H3E 383
T: 514 786-7003 F: 514 766-6899
Vacances : Du 22 decembre 2017 au 4 janvier 2018 inclusivement I Vacation : December 22, 2017 to January 4, 2018
inclusively

From: Jasmine Randhawa [mailto:jrandhawa@kmlaw.ca]

Sent: 2017-12-20 11:37 AM
To: Deslauriers, Eric <eric.deslaurier@bell.ca>

Cc: Brittany Tovee <btovee@kmlaw.ca>; 'les.austin les.austin' <les.austin@sympatico.ca>
Subject: Bell Canada Pension Plan
Dear Mr. Deslauriers,
Please find attached Ms. Tovee's letter of today's date.
Thank you

Jasmine Randhawa
Legal Assistant to David Rosenfeld and Brittany Tovee

·

T: +1 416-595-21381 E: jrandhawa@kmlaw.ca
Koskie Minsky LLP, 20 Queen Street West, Suite 900, Toronto, ON. M5H 3R3
kmlaw.ca
3
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THIS IS EXHIBIT "G" REFERRED TO IN THE
AFFIDAVIT OF JASMINE RANDHAWA
SWORN BEFORE ME, THIS 0/5' DAY OF JULY, 2018

A COMMISSIONER FOR

AK/NG AFFIDAVITS, ETC.

Brittany Tovee
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Preface
This Canadian Consumer Price Index (CPI) Reference Paper provides an overview of the Canadian CPI. It is
intended for a varied audience, ranging from users interested in general information to those requiring more
technical or theoretical details. As such, it explains all the important aspects of the Canadian CPI: uses and
interpretations, scope, classifications, sample strategy, price collection, index calculation, quality change, weights,
basket updates, reliability and uncertainty, special cases and treatments and history.
The paper was written by Radu Chiru, Ning Huang, Mathieu Lequain, Phillip Smith and Amanda Wright of the
Consumer Prices Division of Statistics Canada. Richard Evans provided key assistance in the preparation of this
document. Appreciation also goes to Martin Beaulieu, Andree Girard, Olfa Khazri, Michele Lanoue, Gerry
O'Donnell, Marc Prud'homme, Yannick Rancourt, Faouzi Tarkhani and Clement Yelou for their contributions and
to the members of Statistics Canada's Price Measurement Advisory Committee for their comments.

This publication was prepared under the direction of:
Richard Evans

Director, Consumer Prices Division

Mathieu Lequain

Chief, Concepts and Methods, Consumer Prices Division

Ning Huang

Senior Economist-Analyst, Consumer Prices Division

Radu Chiru

Economist-Analyst, Consumer Prices Division

Amanda Wright

Economist-Analyst, Consumer Prices Division

Statistics Canada

62-553-X
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Reader's Guide
This volume explains the conceptual, structural and methodological basis of the Canadian Consumer Price Index
(CPI). It should be regarded as the successor to the book The Consumer Price Index Reference Paper, published
in 1995.1 Much has happened since that earlier paper was released and fresh documentation is now required.
Most recently, the stati.stical quality of the CPI has been greatly enhanced as the result of a multi-year project
launched in 2010, aimed at improving the index.
The material in this reference paper is fairly technical and may not be of interest to all users of the CPI. For some
purposes, the alternative document Your Guide to the Consumer Price lndex2 may be a more useful source of
information. That paper provides a brief and straightforward explanation of: (i) the CPI itself and how it relates to
Canadian consumers; (ii) how the relative importance of different goods and services is determined for purposes
of the index; (iii) the means by which prices are collected, compiled and adjusted, when necessary, for changes
in the quality of goods and services; (iv) the index reference period, which is currently 2002=100.0; (v) the
mathematical formulas for calculating percentage changes; (vi) the ways in which the CPI is sometimes used to
adjust or "index" payments of various kinds; and (vii) how the CPI can be used to compare dollar values over time.
The remainder of this Reference Paper provides a thorough explanation of the concepts and methodology
underlying Canada's CPI. The first chapter provides an overview and summary of the entire document.

1. Statistics Canada
2. Statistics Canada
6

(1995).
(1996).
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Chapter 1
1.1

Introduction to the Canadian Consumer Price Index

The Canadian Consumer Price Index (CPI) is an indicator of the change in consumer prices. It measures
price change by comparing through time the cost of a fixed-basket of consumer goods and services. Since
the basket contains products of unchanging or equivalent quantity and quality, the index reflects only "pure"
price change.

Availability and Uses
1.2

1.3

The CPI is released every month, about three weeks after the price observation period. A variety of CPI time
series statistics for different product classes and geographical areas are available without charge on the
Statistics Canada Internet site by means of CANSIM, Statistics Canada's on-line database, and via analytical
publications. 3
The index is used for an assortment of different purposes by various users. One of its most important uses
is by governments, businesses and individuals to adjust selected contractual or legislated payments in line
with inflation.4 By linking a stream of future payments to the CPI, it is possible to ensure the purchasing power
represented by those payments is unaffected by the average change in consumer prices that may occur.

1.4

For more than two decades the Bank of Canada has based its monetary policy approach on inflation targeting,
aiming to hold the rate of inflation, as measured by the CPI, between one and three per cent. In addition, the
federal and provincial finance ministries frame their fiscal policies in terms of the income and expenditure
accounts which, in turn, are reliant for their calculation on the CPI, among other statistical data sources. The
CPI is regularly and widely reported by the news media and is the standard measure of inflation used by most
Canadians.

1.5

The CPI itself compares prices in the current month, t, to prices in the index reference period, where the
index is set arbitrarily to 100. For many purposes it is also useful to calculate month-over-month changes or
12-month changes, comparing prices in the current month to those in the immediately previous month or the
same month one year earlier. Contributions to percentage change are also useful because they provide the
influence of changes in sub-aggregate indices to changes in aggregate indices. In Statistics Canada's CPI
publications, all indices and percentage changes are rounded to one decimal place.

1.6

For more on the availability and uses of the Canadian CPI, and on the interpretation of percentage changes
and contributions to change in the CPI and the effect of statistical rounding on the index, refer to Chapter 2.

Scope of the Index
1.7

The CPI does not purport to measure the average movement of prices for all products bought and sold in
Canada. Rather, its scope is limited to the prices of goods and services purchased by households in Canada.
Moreover, the purchases of most, but not all households are in scope. The few exceptions include soldiers
on military bases, people living on First Nations reserves and institutionalized persons, such as prison
inmates and persons in long-term care facilities. In addition, households living in the rural areas of the three
northern territories, outside Yellowknife, Whitehorse and Iqaluit, are deemed out of scope due to the difficulty
and cost of monitoring prices in those remote regions.

1.8

Many products are out of scope for the CPI. For example, the prices of raw materials and other intermediate
products purchased by manufacturers as inputs to their production processes are not included. Nor are the
prices paid by governments for office equipment, consulting services and other products. Likewise the prices
paid by businesses in other countries for exported Canadian goods and services are excluded. The CPI is all
about the prices paid by households for consumer goods and services.

3. The Statistics Canada Internet site is www.statcan.gc.ca. The main Consumer Price Index publication is The Consumer Price Index,

Catalogue No. 62-001-X, Monthly.
4. Among the many such indexed payments are those from the Canada and Quebec Pension Plans, Old Age Security and the Guaranteed

Income Supplement; real return federal and provincial bonds and a variety of private financial arrangements such as some spousal and
child support allowances, negotiated wage agreements and longer-term rental contracts.
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1.9

Financial products such as equities and bonds are not included either, even though they might be purchased
by consumers, since they are considered financial investments rather than consumer goods or services.
Nevertheless the prices of the services that facilitate the purchase of such financial assets, such as banking
and brokerage charges, are in scope. Illegal products, such as non-prescription narcotic drugs, and a few
legal products such as gambling services are also excluded, because of the practical or conceptual difficulties
they present.

1.10 The CPI aims to measure average transaction prices throughout the entire reference month. Prices reflected
in the index are those actually paid by Canadians to purchase consumer goods and services, including the
impact of any discounts or sales and excise taxes that may apply, such as the Goods and Services Tax.
Accordingly when tax rules or rates change, the index is affected. The index does not include personal income
taxes because these are not associated with the purchase of any particular product.

1.11 Chapter 3 provides a more thorough explanation of the CPI scope.
Classifications
1.12 The CPI covers a wide range of goods and services and a large geographical area. It does this by using
classifications of products and geography. The product classification contains 695 product classes that
together account for all products in scope for the CPI calculation. The geographical classification has 19 area
strata representing the ten provinces, with four in Ontario, three in Quebec, two in British Columbia and one
in each of the others, plus the Primary Census Agglomeration (PCAs) of Yellowknife, Whitehorse and Iqaluit.
The CPI is built up from price indices for elementary aggregates, which are pairings of product and geography
classes from these two classifications. For more information about the product and geography classifications
and the associated elementary aggregates, see Chapter 4 and Appendix B.

Sample Strategy
1.13 Households engage in millions of transactions every month. Most of the prices involved in these transactions
are in scope for the CPI. However, since it is not practical to observe the prices in all transactions, a statistical
sampling approach is required. That approach involves a general sampling strategy for most prices combined
with more specialized strategies for some specific product classes.

1.14 General sampling for the CPI occurs in three stages. In the first stage, a set of representative geographical
collection areas is selected, first in terms of census sub-divisions (which are essentially municipalities) and
then in terms of specific census tracts within the chosen sub-divisions (which are like neighbourhoods within
municipalities). The sampling of census sub-divisions (CSDs) and tracts is done with population counts
serving as weights.

1.15 The second stage is the selection of representative outlets from the CPI outlet frame. The degree of
"representativeness" of outlets is assessed using a variable such as annual sales revenue. In the third stage
a set of representative products (RPs) from each of the product classes is chosen to characterize all the
products in that class and to be collected in the outlets selected at the second stage. The product sample is
not probabilistic because there is no comprehensive sampling frame for all consumer transactions.

1.16 At the outlet sampling stage, the goal is to identify sales by product class by type of outlet (large retail stores,
small retail stores, Internet sales, and so on), in order to identify which types of outlets account for the largest
proportion of consumer purchases. That done, specific outlets can be selected in which to observe the prices
of specific RPs. For a few product classes, where national or provincial pricing predominates, prices are
collected via the Internet or through other means not involving direct collection in stores. However, in most
instances prices are obtained locally in retail stores.

8
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1.17 From each product class a small sample of RPs is chosen to characterize all the products in that class. Ideally
the selection of RPs would be chosen probabilistically, with associated weights reflecting the relative
importance of each product within the class. This would require a products "frame" - a comprehensive and
up-to-date list of products with associated expenditure values - from which to select and weight the sample
of collected prices. Frame information of this kind is available for a few selected product classes, but is
presently unavailable for most product classes. For this reason, the selection of RPs for most product classes
is done judgmentally, with emphasis on products that are known to be among the most popular with
consumers.

1.18 For a few product classes, no sampling is required because it is possible to observe all transaction prices for
the entire product class. This is substantially the case for passports, passenger vehicle permits and driver's
licenses. Cut-off sampling is used in some instances. The profiles method is used where the market normally
prices product bundles instead of individual products and the bestsellers method is used for products where
prices are based on the intangible characteristics, such as novelty of the content.

1.19 The sample size is limited by budgetary considerations. Given a particular sample size, the optimal allocation
of sample across producUoutlet pairs is a challenge. Key factors entering into decisions about this allocation
. are the volatility of the product price, the basket weight for the product class in question and the associated
collection cost. The more volatile a product's price, the greater its basket weight and the lower the marginal
cost of price quote collection, the larger will be the price sample for that product category.

1.20 Chapter 5 provides more details on the sampling strategy for the CPI.
Price Collection
1.21 Most of the price quotes used to calculate the CPI are collected in the sampled outlets in various locations
across the country. The collection is done by employees, known as interviewers, supervised by the Statistics
Canada Regional Offices. Each month Statistics Canada headquarters sends a sample request to the
interviewers, who collect the requested price quotes, record them in Computer-Assisted Personal Interview
(CAPI) devices and transmit the data to headquarters in Ottawa for further processing.

1.22 Back at headquarters the observed prices are reviewed for conformity with the sample request, checked for
unusual or 'outlier' values and corrected if necessary, adjusted for quality changes where appropriate (as
explained in Chapter 7) and generally made ready for the CPI calculation.

1.23 For more about the price sample collection and processing procedures, see Chapters 5 and 7.
Calculation of the Consumer Price Index
1.24 The calculation of the CPI is done in two steps. The first, termed the lower level calculation, involves
calculating price relatives, using a matched-model approach, and then averaging them together to obtain
elementary price indices. The second step, referred to as the upper level calculation, involves the estimation
of aggregate price indices as weighted averages of the elementary price indices.

1.25 The lower level calculations are mostly done using an implicitly weighted geometric mean equation, referred
to as the Jevons formula. There are some exceptional cases, however, where alternative formulas are used.
Some of the more significant among these special cases are the elementary product classes for mortgage
interest charges (explained in Chapter 10), dwelling rents, property and automobile insurance, banking
services and post-secondary education services (see Chapter 6 and Appendix B).

1.26 The upper level calculations are done using a fixed-basket Lowe formula, which applies fixed quantity weights
to the elementary price indices in order to aggregate them. The basket weights determine the relative
importance of different product classes and geographical regions in the All-items CPI.
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1.27 The structure and methodology of the CPI are technically complex and the summary just given omits many
details. A fuller description is provided in Chapter 6. In addition, the mathematical formulas for the
aggregation of the CPI are listed in Appendix A.

Quality Change and Adjustment
1.28 The CPI aims to measure 'pure' price change and it does this via the 'matched-model' approach to sampling.
However, what happens when a given sampled product is no longer carried by a particular outlet, or when
the outlet in which the product's price is collected has closed its doors? In this kind of situation a substitute
product or a replacement outlet must be chosen and price change in the affected month must be adjusted for
any quality difference that may exist between the new and the old products.
1.29 Adjustments for quality change are often fraught with difficulty and pose a demanding challenge for index
compilers. A variety of different methods are employed depending on the circumstances.
1.30 For some products there is no significant possibility of quality change and for these, no adjustments are
needed. Examples include products like electricity, natural gas, motor gasoline and refined sugar and flour.
For some packaged products, the quality is unlikely to change significantly but the quantity in the container
may increase or decrease. When this happens, the observed price change is adjusted to standardize for
quantity. Examples of this standardization treatment include cereals, laundry detergents and candy bars. The
more difficult cases of quality adjustment involve such products as automobiles, high-tech goods, items of
clothing and many types of services. These products involve more substantial changes in the inherent quality
of the product over time as a result of technological innovation, changes in fashion or other factors.

1.31 A thorough discussion of how quality change is dealt with in the CPI is provided in Chapter 7. As explained
there, a variety of methods are used for the various product classes. Among these are implicit techniques,
such as direct price comparison, overlap pricing, overall mean imputation, and link-to-show-no-change.
Where implicit adjustment is not feasible, various explicit quality adjustment methods, including hedonic
modeling, the option cost method or expert judgment are used. The table in Appendix B includes a column
showing the quality adjustment method used for each published product class.

Weights and Basket Updates
1.32 The product and geographical classifications, discussed in Chapter 4, are important to many aspects of the
CPI. They offer users of the index considerable detail that is helpful in analyzing inflationary trends. They
provide a foundation for the price sampling strategy, as discussed in Chapter 5. In addition, they are central
to the "fixed basket" concept that underlies the CPI upper level calculation.

1.33 To grasp the fixed basket concept consider the following story. A person enters a store, fills a shopping basket
with various products and pays for these items at the cash register. The following month the person goes
back to that store and buys the exact same quantities of the same goods and services. In other words, the
person buys a "fixed basket" of goods and services. The cost of the products bought in the second month
divided by the cost of the identical items purchased in the first month is an aggregate price relative. Defining
a price index starting value of 100 in the first month, the price index will change in the second month to 100
multiplied by the aggregate price relative just computed. This is what is meant by a fixed basket concept. The
CPI is essentially a fixed basket index of this type, except that the CPI "basket" contains not just a few specific
products, but rather all the in-scope goods and services purchased by households in Canada.
1.34 Each of the elementary classes has a fixed quantity weight that is used as part of the CPI aggregation process
- that is, to combine the elementary price indices into the All-items CPI. However, data on consumer
expenditures is much easier to obtain than data on quantities purchased. Since the Lowe formula can be
expressed in terms of quantities, expenditures or expenditure shares, the aggregate expenditures for each
elementary class are used. These expenditures are a product of the unobserved quantities and the observed
prices. In order to maintain the fixed quantity nature of the index, the expenditures used in the calculation
have to be price-updated according to observed price changes.

10
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1.35 The CPI expenditure weights are estimated primarily from data taken from Statistics Canada's Survey of
Household Spending (SHS), which is conducted annually and yields statistical estimates of household
expenditure by product class and region, about eleven months after the reference year. Of course, household
expenditure patterns are in constant flux in response to demographic change, the economic cycle, shifting
relative prices and other factors. The current practice is to measure the household expenditure weights
comprehensively for a 12-month period, and to refresh these estimates every two years. When the weights
are recalculated in this way, the process is referred to as a "basket update".

1.36 The CPI is a sequence of fixed basket indices, each with its own unique classification structures and basket
weights, which have been chain linked together. At present the basket updates occur every two years or so,
but in the past they were carried out less frequently. Appendix C provides a detailed chronology of the various
baskets implemented since the CPI began in 1913. The 100-year time series for the CPI, which is available
on CANSIM, is really a chain-linked series of many CPls.

1.37 It is important to distinguish between the weight reference period, the index reference period and the price
reference period. The first of these is the period from which the CPI expenditure weights are taken. The index
reference period is the period in which the index is arbitrarily scaled to equal 100. Currently, for the Canadian
CPI this is 2002. The choice of index reference period has no effect on percentage changes in the index.
Users can easily change the index reference period by simply rescaling the index accordingly. Statistics
Canada also maintains a few alternative CPI series on CANSIM with different index reference periods, for
the convenience of users. Finally, the price reference period is the period that prices are being compared
with. It appears in the denominator of price ratios and is typically designated as period 0.

1.38 Chapter 4 provides a more thorough discussion of the CPI classification systems, while Chapter 8 focuses
on the weights and basket updates as well as the index base period.

Reliability and Uncertainty
1.39 Statistical error is, of course, the difference between the unknown "true" value and the measured value. The
CPI is a sample-based statistic and like all such statistics, is subject to several types of error. The error can
occur either during the lower level calculations or as part of the upper level calculations.

1.40 Statistical bias arises when the expected average result over many samples differs from the "true" value. In
the case of the CPI, bias can occur for several reasons. When statisticians need to
another and they make an associated quality adjustment, statistical bias might be
for doing so had a persistent tendency either to underestimate or to overestimate
change. Bias might also be inherent in some editing procedures, although of course

replace one product with
introduced if the method
the true extent of quality
Statistics Canada strives

to avoid any such bias.

1.41 Sources of potential bias are associated with new product introductions and outlet substitutions. New product
introduction bias occurs when innovative products appear on the market and are not reflected in the CPI
product sample in a timely manner. A number of steps are taken to guard against this bias, but it is difficult
to avoid entirely, especially given the CPl's matched-model pricing methodology. Outlet substitution bias
occurs when new stores enter the market offering lower prices and thereby inducing consumers to switch
outlets. Again this is a difficult source of potential bias to avoid completely, but efforts are made to refresh
the outlet sample periodically to minimize this kind of bias.

1.42 Sampling variance is an error characteristic that is very different from statistical bias. It refers to the extent of
dispersion of estimates, over many samples, around the "true" value. In a statistical context, larger samples
will yield lower variance. Efficient statistical estimation means minimal variance given the sample size. It is
quite possible to have a zero bias and a positive variance. However, the only way to achieve a zero sampling
variance is to measure the entire target population which, in the case of the CPI, is not possible.

Statistics Canada
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1.43 Most Statistics Canada surveys report numerical estimates of the size of the sampling variance. These
provide users of the statistics with an indication of statistical reliability. Thus, when a particular statistical
estimate is released, the variance might be used to calculate what the "true" value is expected to be within
certain specific numerical boundaries

19 times out of 20. As explained in Chapter 5, however, this is not

possible for the CPI because, since product sampling is almost always done judgmentally rather than
randomly, sampling variances cannot be calculated.
1.44 The CPI may also be subject to non-sampling errors of various kinds. Clerical and transcription errors fall into
this category, although there are a number of checks and balances in the CPI monthly production process
that aim to detect and correct any such errors. Another source of non-sampling error is errors and omissions
in the business frame (list) that is used in selecting the sample of outlets for price collection. Again, efforts
are made to minimize such errors, but it is nearly impossible to keep the list of retail businesses constantly
up to date and without error.
1.45 Another notable source of potential error in the CPI applies to the elementary aggregates that are estimated
by imputation rather than by direct price measurement. There are several residual classes in the CPI product
classification, typically containing a wide variety of distinct goods and services, yet having comparatively
small basket weights. Price change for these elementary aggregates is estimated indirectly, by imputation,
as a cost saving measure. The expense of direct price measurement in these cases would be unjustified
given their small basket weights and heterogeneous character.
1.46 Prices change with the passage of time and as they do, consumers tend to substitute goods and services
that have become relatively cheaper for ones that have become relatively more expensive. For example, if
pork prices have risen less rapidly than beef prices, there is an incentive for consumers to buy more pork and
less beef. This phenomenon tends to make the basket weights out of date as time goes by. It causes a
problem called substitution bias that influences the CPI upper level calculation.
1.47 Ideally the basket weights would reflect purchasing patterns of consumers in both periods for which prices
are being compared. In other words, if the index is comparing two particular months, the weights would reflect
the purchasing patterns of consumers in those two months. This is not presently feasible. In fact, the weights
come not from the two months where prices are compared, but from some period (typically a year) prior to
the price reference period (0) and price observation period (t). This is the main source of substitution bias in
the CPI. Normally the closer is the time period from which the weights are calculated to the two months being
compared, the smaller will be this source of bias. When, in

2013, Statistics Canada increased the frequency

with which the basket weights are updated from once every four years to once every two years, this reduced
substitution bias.
1.48 In addition, the upper level calculations are affected by statistical error in the SHS, which is used to estimate
the basket weights.
1.49 Chapter

12

9 gives a much fuller discussion of the CPl's reliability, error properties and statistical bias.
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Treatment of Owned Accommodation
1.50 Owned accommodation is an important component of the CPI, with a large basket weight, which poses
especially difficult conceptual and methodological issues. There is no international consensus on how best
to define and measure the price of owned accommodation and countries have adopted a variety of
approaches. This makes international comparisons of inflation challenging.

1.51 The difficulty in this case stems from the fact that owned accommodation can, for some purposes, be thought
of as a capital good rather than consumption good. Like all capital goods, it provides a stream of services
over a lengthy period of time. Statistics Canada's approach is to measure the impact of price changes on the
costs incurred by homeowners while they own a home. These costs include mortgage interest, replacement
cost (depreciation), property taxes, home and mortgage insurance, maintenance and repairs, and other
expenses. The first three of these cost categories account for three quarters of the total owned
accommodation basket weight.

1.52 The owned accommodation price index is explained in Chapter 10.
Seasonal Products
1.53 Some of the products whose prices are measured by the CPI are highly seasonal, both in terms of the
quantities purchased each month by consumers and in terms of the prices retailers charge at different times
during the year. This is true for fresh fruit and vegetables, some kinds of clothing and certain recreational
services, for example.

1.54 The basket weights applicable to seasonal products are, just as for non-seasonal products, estimated using
annual household expenditure statistics. They are, therefore, not seasonal even though the monthly
purchases by consumers can vary considerably through the year. Indeed, for some products in some months
consumer purchases are zero - Christmas trees in July, for example. Statistics Canada deals with such cases
by imputing the price movement based on that of similar in-season products. The fact that actual purchases
of seasonal products in a given month can be very different fr9m the purchases that are reflected in the yearly
basket weights is another source of statistical bias in the CPI. This bias is likely to average near zero for the
year as a whole, but can be significant in month-over-month comparisons. Bias is discussed in Chapter 9.

1.55 A related matter is the fact that monthly changes can be substantially influenced by seasonal factors. For any
given month-over-month percentage change, users of the index often find it advantageous to distinguish
between the part that is attributable to normal seasonal causes and the remaining non-seasonal part. The
seasonal part is predictable and, therefore, less interesting. The non-seasonal part reflects the underlying
trend in prices as well as any special temporary factors, and is more noteworthy.

1.56 Seasonally adjusted indices reflect price change after seasonal fluctuations are removed. Statistics Canada
provides seasonally adjusted versions for the All-items CPI, the eight major aggregates and four of the special
aggregates. These indices are adjusted independently, which implies they are not consistent in aggregation,
and these indices are also subject to revision over time, unlike the unadjusted indices which are not revised.

1.57 The influence of seasonality on the CPI is discussed in Chapter 10.
History of the Canadian Consumer Price Index
1.58 Canada's CPI has a century-long history. Not surprisingly, the index has been improved greatly over that
lengthy period. The interval between basket changes was reduced in several steps, from 13 years the first
time the basket was updated in 1926 to just 2 years currently. The estimates of the basket weights were
much enhanced by the introduction of the Family Expenditure Survey for the year 1938. The scope of the
index has been broadened several times, in a number of ways. The sample size has risen, fallen and risen
again, reflecting changing budgetary priorities. In addition, while the index was often revised during its first
few decades, starting with the postwar period, the policy has been to eschew statistical revisions of the
unadjusted statistics, as a convenience to users.

1.59 For more on the history of Canada's CPI, see Chapter 11 and Appendix C.
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hapter 2 Availability and Uses
Availability of Information
2.1

The All-items Consumer Price Index (CPI), various aggregate indices as well as special aggregate indices
are produced and published each month for Canada, the provinces, Whitehorse and Yellowknife. Additionally,
the All-items CPI and the Shelter price index are produced and published for sixteen cities. 5 The All-items
CPI is the only index published for Iqaluit.

2.2 The monthly CPI series for the eight major aggregates at the Canada level are also available seasonally
adjusted. Each year with the release of the December CPI in January, annual average indices are produced
for all of the published monthly indices. Annual average indices are calculated as the unweighted arithmetic
average of the 12 monthly indices within the year. The monthly and annual average indices for the All-items
CPI for Canada are available in chain-linked series back to 1914. Indices for other geographies and/or
aggregates are available starting from various periods as they entered the CPI statistical program.

2.3

In addition to the monthly and annual CPI series, average retail prices (not price indices) for food and other
selected items for Canada and average retail gasoline and fuel oil prices for eighteen cities6 are estimated
and published monthly.

2.4 Inter-city indices of price differentials of consumer goods and services are produced and published once a
year for eleven cities.7

2.5

All monthly CPI statistics are available at 8:30 am EST on the day of the release. The release is typically on
the third Friday of the month following the price observation period. For example, the CPI for price observation
period January 2014 was released on February 21512014.

2.6 At present, there are three main vehicles for the release of the CPI data:
2.6.1 The Canadian Socio-Economic Information Management System (CANSIM)8
2.6.2 The Daily9
2.6.3 The Consumer Price Index publication10
2.7

CANSIM is Statistics Canada's key socioeconomic database in which users can easily access a large range
of statistics free of charge. CANSIM contains many more CPI series than either The Daily or the CPI
publication.

2.8

The Daily is Statistics Canada's main release bulletin and the Agency's first line of communication with the
media and the public. The Daily provides an overview of the monthly CPI statistics while focusing on the
indices which had the most notable upward or downward contributions to the year-over-year (12-month) and
monthly percentage changes in the CPI.

2.9

The CPI publication includes the same text and graphs contained in The Daily as well as a lengthy list of
statistical tables and information on the quality, concepts and methodology of the CPI.

2.10 Once published, the official CPI statistics are not revised. Seasonally adjusted price indices are the only CPI
series which are revised. Those data are revised one month after release and then each year with the January
CPI, the past 36 months of seasonally adjusted data are revised.

5. The sixteen cities are: St. John's, Charlottetown-Summerside, Halifax, Saint John, Quebec, Montreal, Ottawa, Toronto, Thunder Bay,
Winnipeg, Regina, Saskatoon, Edmonton, Calgary, Vancouver and Victoria.
6. The eighteen cities include the previous sixteen cities plus Whitehorse and Yellowknife.
7. The eleven cities are: St. John's, Charlottetown-Summerside, Halifax, Saint John, Montreal, Ottawa, Toronto, Winnipeg, Regina, Edmonton

and Vancouver.
8. Statistics Canada, CANSIM Tables 326-0009, 326-0012, 326-0015, 326-0020 and 326-0021.

9. Statistics Canada, The Daily. Catalogue No. 11-001E.
10. Statistics Canada, The Consumer Price Index, Catalogue No. 62-001-XWE, Monthly.
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Interpreting Percentage Changes
2.11 The CPI is a composite price index, which compares prices for consumer products in various price
observation periods (which can be months or years), to prices in the index base period (also referred to as
the index reference period). The CPI is arbitrarily set to equal 100 in the index base period. Therefore, all
index values express price change in percentage terms in comparison to the index base period. For example,
if the index is 123.4, that means prices have increased 23.4% since the base period. The current index base
period of the CPI is 2002.

2.12 The CPI base period can easily be changed by multiplying all CPI series by a constant conversion factor
equal to 100, divided by the average index for another specific time period. This is known as rebasing an
index. Period to period price change will not be impacted by rebasing an index.11

2.13 Other common time comparisons that are made with the CPI include:
2.13.1

month-over-month percentage changes which compare price indices in a given month to price
indices in the preceding month (e.g. November compared to October).

2.13.2

year-over-year (12-month) percentage changes, which compare price indices in a given month to
price indices in the same month of the preceding year (e.g. November 2012 compared to
November 2011).

2.13.3

annual average percentage changes, which compare two consecutive annual average price
indices.

2.14 Special aggregate indices are calculated and published monthly and on an annual basis for Canada, the
provinces, Whitehorse and Yellowknife.

2.15 Special aggregates are different combinations of the elementary aggregate indices. They often exclude
certain product classes, in order to provide users with supplementary information on how consumer prices
are changing. These indices provide alternative measures of consumer price inflation.

2.16 When a special aggregate index excludes certain product classes, their corresponding weights are removed
from the total. As a result, the shares of the remaining goods and services increase in relative importance.

Contributions to Price Change
2.17 A fixed-basket composite price index for a given aggregate

I�'

is made up of price indices Ji

01

and weights

0
wi for the sub-aggregates that are contained in the given aggregate.12 Therefore it is possible to explain a
given aggregate's price change (month-over-month or 12-month) in terms of the influence exerted by its
particular sub-aggregates. Analyses of this kind are referred to as contributions to percentage change.
Contributions explain how many percentage points of the aggregate percentage change come from a given
sub-aggregate. For example, the gasoline index (a sub-aggregate) contributed 0.5 percentage points to the
1.0 percent change in the All-items CPI.

2.18 The influence exerted by a given sub-aggregate on a composite price change depends on both its price
change and on its importance in the basket, as measured by its weight. Calculating contributions to composite
price change across chained baskets requires additional steps.13

11. However published percent changes may differ due to rounding.
12. The computation of fixed-basket composite price indices is discussed in paragraphs 6.25-6.36.
13. This is because chained indices are computed using several fixed-baskets; hence there can be no single expression of the importance
(weight) of each sub-aggregate. The method for calculating contributions to index percentage change across baskets is discussed in
paragraphs 8.22 to 8.24.
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2.19 Any composite price index that relates to one fixed basket can be written as a weighted arithmetic average
of the corresponding indices for all its constituent sub-aggregates. In other words, the aggregate index
that expresses the change in prices between period 0 and t is a weighted mean of all the indices

I�'
I;'''

expressing the change in prices during the same period for all its constituting sub-aggregates.
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(2.1)
Where:

w0h

0qb

P;

=

I

n

i

'L,p�q:

is the hybrid expenditure share, 14

i=l

0

pi is the price for sub-aggregate i in period O;

q;
n

is the quantity for sub-aggregate i in period b, and;
is the number of sub-aggregates in the aggregate A.

2.20 Using (2.1), it is possible to decompose the monthly price change of the aggregate index between t-1 and

t( 110:�1-11 -1)

in terms of the monthly change of its sub-aggregates.15 By construction, the weighted sum of all

A

the sub-aggregates' monthly price changes will be equal to the monthly price change of the aggregate.
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represents the contribution of each sub-aggregate i to the aggregate A.

2.21 The share of the basket weight

w;0h

of the sub-aggregate index i, together with the size and direction of its

price change will determine the size and direction of its contribution to the percentage change in the
aggregate index A. An increase/decrease in a sub-aggregate index will most often translate into an
upward/downward contribution to the aggregate index percentage change.16 The sum of the contributions of
all sub-aggregates of the All-items CPI is equal to its overall rate of change (monthly or 12-month).

14. Hybrid expenditure shares are discussed in paragraphs 6.27 to 6.31.
15. The same exercise can be carried out when analysing the 12-month percent change.
16. The direction of a sub-aggregate's contribution to aggregate index percentage change may be different than the percent change of the
sub-aggregate when the period of comparison spans two baskets. The method for calculating contributions to index percentage change
across baskets is discussed in paragraphs 8.22 to 8.24.
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2.22 The difference in contributions gives the impact of a sub-aggregate on the difference in the percentage
change of its aggregate index. This is commonly referred to as acceleration or deceleration and is obtained
by subtracting the contribution in period t-1 from the contribution in period t. For example, assuming that the
gasoline index contributed 0.5 percentage points in period t-1 to the 1.0 percent change in the All-items CPI
and in period t contributed 0.7 percentage points to the 1.4 percent change in the All-items CPI, it can be
interpreted that the gasoline index contributed 0.2 percentage points (0.7 - 0.5) to the 0.4 percentage point
acceleration (1.4 - 1.0) of the All-items CPI between periods t-1 and t.

2.23 The analysis provided by Statistics Canada in the various release items for the CPI is based on an
understanding of the contributions of sub-aggregate indices to the monthly or 12-month percentage change
in the All-items CPI or another aggregate index.

Rounding in the Consumer Price Index
2.24 During the different steps of their construction all CPI indices are calculated to several decimal places.
However, consistent with international practice, indices are rounded to one decimal place when they are
published. Percentage changes (monthly, 12-month and annual average) in Statistics Canada publications
are always calculated with the published rounded indices. They are also rounded to one decimal place. That
way, users can always replicate the published percentage changes.

2.25 As a result of these two stages of rounding, a small amount of accuracy in percentage changes may be lost.
Therefore, small fluctuations
discretion.

(+/- 0.1) in the percentage changes of indices should be interpreted with

2.26 Another side effect of rounding indices is that at times there could appear to be inconsistencies between the
percentage changes in aggregate indices and their sub-aggregate indices. For example, the rounded
percentage change of an aggregate index may not be centered among the rounded percentage changes of
its sub-aggregate indices.

2.27 The loss of precision due to rounding is amplified when indices are of small value. Therefore, rebasing an
index, which generally results in smaller index values for the past, can reduce the precision of calculated
percentage changes. For example, with an index base period of 1914=100, a 0.1 percent increase in the All
items CPI from 1914 to 1915 would translate to an index value of 100.100, rounded to 100.1. However, with
an index base period of 2002=100, the rebased 1914 index value would be 6.0. The same 0.1 percent
increase in the All-items CPI from 1914 to 1915 translates to an index value of 6.006, rounded to 6.0.
Therefore, rounding indices reduces the precision for percentage changes for periods in the past. Loss of
precision in historical figures should be consideredwhen deciding to rebase an index.

Uses of the Consumer Price Index
2.28 The CPI, as a composite price index, is an official measure of consumer price change through time. It is of
interest to governments, unions, business organizations, research institutions and very large segments of the
general public. Undoubtedly, the CPI is one of the most widely-known, quoted and used statistical series in
Canada. Its prominent profile, while indicative of wide acceptance, also poses problems because the CPI
cannot serve all uses perfectly and equally well. Users are advised, therefore, to approach the CPI with
discretion, especially when using it for purposes that lie outside of its main focus.
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2.29 The CPI is often used to adjust incomes, wages or other payments to maintain previous purchasing power in

the face of changing consumer prices. In some cases, periodic changes to specific payments are made using
a built-in adjustment factor, in which the CPI rate of change is applied either wholly or in part. This is currently
the case, for example, for government payments resulting from such social programs as the Canada and
Quebec Pension Plans, Old Age Security and the Guaranteed Income Supplement. Some labour
management contracts also contain cost-of-living adjustment clauses, by which wages and salaries are tied
to the CPI in a variety of ways. Even more frequently, the CPI serves as a point of reference in wage and
salary negotiations without being applied as a built-in adjustment factor. Many other financial arrangements
make reference to the CPI in adjusting the terms of payment.17 Finally, it is likely that many Canadians monitor
the CPI to judge how their incomes (or expenditures) are keeping pace with consumer price change.
2.30 As an adjustment factor, whether it is used automatically or as a point of reference, the CPI has come to
affect most Canadians, and it plays an extremely important role in the economic and social affairs of the
country. The CPI, for example, is a good indicator of changes in the purchasing power of the consumer dollar.

However, the index does not dictate what the specific adjustments should be to wages and other forms of
income. It is up to the contracting parties to determine the proportion of changes in purchasing power that
should be compensated for. The following should be considered by those who use the CPI as an income
adjustment factor.
2.30.1

The CPI is an indicator that relates, by definition, to a specified target population, may not reflect
the experience of a particular group within this population. However, it is unlikely that the
differences between the average change in consumer price indices for the target population and
those for any other broad segment of the Canadian population would be large over the long run.18

2.30.2

The CPI, by construction, is not a Cost-of-living-Index (COLI) and while it may serve as a close
approximation for one, it does not take into account some aspects or concepts which would
typically be included in a COLl.19 For example, it does not include the effect of changes in the
external environment, such as incidence of disease and natural disaster or crime levels, which
may affect the demand for certain goods and services with little or no effect on prices. Additionally,
as an asymmetrically weighted, fixed-basket index the CPI does not, in a timely manner, account
for consumer substitutions among purchased products.20

2.31 The CPI is often used as a general indicator of inflation in Canada. An analysis of the CPI, in conjunction with

analyses of other statistical series, can reveal fundamental trends in the economy. The CPI therefore plays
an important role in the formulation of policies and in economic forecasting. The comparison of current
changes in the CPI to changes in the past, and to the behavior of similar indices in other countries, helps
analysts to evaluate the effectiveness of many economic policy decisions. Although the CPI is often used as
a general indicator of inflation, it is worth underlining some important limitations in this respect.
2.31.1

The CPI is not a comprehensive measure of price change at the final stage of economic
transactions. This is because the index does not take into account some elements ofthe final
use of goods and services in the country, such as the consumption of government services,
capital formation or exports.

2.31.2

The mortgage interest cost index in the owned accommodation component of the CPI reflects
not only current price changes, but also past changes by means of a moving weighted average
of price changes over multi-year periods.21

17. A partial list includes: rental agreements, insurance coverage, private loans, spousal maintenance, child support allowances and Consumer
Price Index-indexed bonds.
18. Taktek (1998) Chiru (2005).
19. For more information on the concepts of a Cost-of-living-index (COLI), see National Research Council (2002).
20. Substitution bias in the Consumer Price Index is discussed in paragraph 9.22.
21. Further explanation of the mortgage interest cost index can be found in paragraphs 10.13- 10.23.
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2.32 The Implicit Price Index for domestic final expenditures in the Canadian System of National Accounts (CSNA),
being free of the above limitations in addition to being calculated with a symmetrically weighted index formula,
is a more comprehensive indicator of overall inflation. It is, however, released quarterly, two months after a
given quarter, relates to non-market as well as market segments of the economy and relies on imputed prices
for some important components, notably owner-occupied housing. It is also subject to revisions over several
years as more statistical information becomes available.22
2.33 The importance of the CPI as a general indicator of inflation has become more apparent since February 1991,
when the Bank of Canada switched to an inflation targeting regime with the All-items CPI as its target
indicator. While the CPI has always been a key statistical measure used by the Bank of Canada in
determining its monetary policy, the adoption of an inflation targeting regime increased the attention given to
the CPI as a general indicator of inflation.

22. For further information on the Chain Price Index used in the Canadian System of National Accounts, see Statistics Canada (2008).

Statistics Canada

62-553-X

19

237
The Canadian Consumer Price Index Reference

Chapter 3 Scope of the Index
3.1

The scope of the Consumer Price Index (CPI) is defined to indicate what the CPI is intended to measure.
Since there are many uses of the CPI, its scope has been defined to suit as many purposes as possible.
However, the diverse uses of the CPI mean that it may not suit any one purpose perfectly and therefore
awareness about the scope is necessary when using the CPI for a particular function.

3.2

The CPI indicates the average price change of a fixed basket of consumer products purchased by Canadian
private households. Therefore, the scope consists of transactions, for the purpose of consumption, between
households in Canada and establishments operating in Canada. Only those transactions for purposes of
consumption are included in the CPI. Therefore, investment expenditures, that is, transactions made with the
intention of acquiring some sort of future purchasing power for example, the purchase of stocks or bonds,
are excluded from the CPI. The inclusion or exclusion of particular transactions will be discussed in more
detail later in this chapter.

3.3 The scope of the CPI can be mapped to several dimensions, namely: Population coverage, geographical
coverage, product coverage, prices and time. The scope is reflected in the product and geographical
classifications for which basket weights, derived primarily from the Survey of Household Spending (SHS)23,
are assigned. The intention and ideal scenario is that each good or service in scope for the CPI be
represented by observed transaction prices. However, operational constraints as well as the complexity of
measuring the vast and continuously changing universe of consumer transactions make this impossible to
achieve in practice. As for most statistical surveys, the CPI is based on a sample of collected prices.

3.4

Defining the scope of the CPI is both a conceptual and a practical exercise. The fundamental question
regarding scope is: Does measuring the prices for a particular good or service fit the uses of the CPI? While
there are many products for which prices could be collected, they may not necessarily suit the purposes of
the index and therefore could be excluded from the scope. There are also some products which may be
determined to be in scope for the CPI but for which it is too difficult to estimate consumer expenditures and/or
price change. For these goods or services it is generally better to define them as out of scope than to include
them without adequate measurement options. 24 The following sections of this chapter will discuss the
conceptual and practical questions surrounding the scope of the CPI.

Population Coverage
3.5

The CPI target population is the group of people whose consumption expenditures are in the scope of the
index. For the CPI, the target population consists of families and individuals living in urban and rural private
households in Canada.25

3.6

The definition of private households in the CPI is consistent with that used in the Canadian Census of
Population.26 Consumption expenditures made by people living in institutions or collective households
(e.g. prisons or long term health care facilities), as well as members of the Canadian Forces living in military
camps, are excluded from the CPI scope. Expenditures made by people living on First Nations reserves are
also excluded from the CPI. The decision to exclude these expenditures is primarily based on the operational
difficulty of collecting data applicable to these households.

3.7

The aim of the CPI is to measure domestic consumer price change, meaning that only transactions between
the target population (private households in Canada) and establishments (businesses or governments)
operating in Canada are in scope. Therefore, transactions made outside of the country (e.g., restaurant meals
bought while on vacation in Brazil) or transactions made with online establishments that do not physically
operate within the borders of Canada are not in scope for the CPI. However, online establishments that do
have physical operations in the country (e.g. a shipping warehouse) are included in the CPI.

23. For information see the Statistics Canada Survey 3508.
24. Examples include gambling and life insurance.
25. All physical boundaries of Canada are not in scope for the Consumer Price Index. See sections 3.10-3.11 for more information on
geographical coverage.
26. Statistics Canada, Families Reference Guide, 2011 Census, Catalogue No. 98-321-XWE201105.
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3.8

In practice, the CPI does not strictly follow a 'domestic' approach because the weights used to compile the
CPI basket, which are derived primarily from the SHS, follow the 'national' concept. This means they may
include household expenditures made outside of the country. Additionally, the SHS does not include spending
by foreigners while visiting Canada. While these expenditures are included in final domestic demand, it is not
desirable to include them in the CPI given that the index's primary uses include determining domestic
monetary policy and adjusting payments of wages of Canadian residents and businesses.

3.9

Having basket weights that follow a 'national' approach has a minimal impact on the CPI given that the
proportion of consumer expenditures made outside of Canada relative to the expenditures made in the
country is small. If data were available on the proportion of the consumer expenditures, by product, that were
made out of the country, Statistics Canada could make efforts to remove this spending from the CPI basket.
Alternatively, if the expenditure data were available efforts could be made to estimate the price change for
the out-of-country transactions. However, the lack of data and the operational challenges in trying to estimate
out-of-country price change make these options impractical. Moreover, including price change of out-of
country transactions is not suitable for the use of the index in guiding Canadian monetary policy.

Geographical Coverage
3.10 The CPI covers price change experienced by private households in the ten provinces as well as Yellowknife,
Whitehorse and Iqaluit. Price change in all other areas of Yukon, the Northwest Territories and Nunavut are
excluded from the scope of the CPI. While it would be desirable to include transactions made by private
households in all areas within each Territory, from an operational perspective it is not practical to collect
prices outside of Yellowknife, Whitehorse and Iqaluit. The decision to exclude areas outside of the main urban
centres in Yukon, the Northwest Territories and Nunavut is based on the assumption that price change in the
cities does not acceptably reflect price change in the remaining regions of the Territories. Therefore, the
decision was made to limit the scope of the CPI to the three northern capital cities.

3.11 All areas within the ten provinces and the three northern capital cities are in scope for the CPI, meaning that
movements in the indices represent price changes for the entire province or city specified. However, because
of operational constraints having to do with price collection, generally prices are only collected in more heavily
populated areas within each province. The rationale for only collecting prices in more populated areas is
based on the fact that total consumer expenditures are greater in areas with more residents, so the basket
weights for the less populated areas would be quite small. Additionally, there is an assumption that price
changes in less populated areas generally follow similar trends to price changes in populated areas. lri this
context it is important to keep in mind that the CPI aims to measure price change not price levels.

Product Coverage
3.12 The CPI measures price change for consumer products, which are goods and services that are purchased
for the purpose of consumption. For the most part, products included in the CPI must be associated with a
transaction price, that is, with an amount of money that a consumer must pay to purchase a specific quantity
and quality of a good or service.27

27. Some areas of consumption, notably those within owned accommodation, do not have specific transaction prices associated with them
and therefore must be imputed. These are included in the Consumer Price Index (CPI) despite the absence of specific transactions because
they represent a significant proportion of consumer spending. The treatment of owned accommodation in the CPI is discussed in more
detail in Chapter 10.
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3.13 Strictly speaking, long-lived assets are excluded from the CPI. This is because they are not purchased

primarily for consumption in the near future. However, distinguishing between expenditures on products for
consumption and expenditures on assets for investment purposes can be quite complex for many consumer
product categories, the most challenging of which is housing. Housing is seen as an asset, a durable good
which provides positive economic value over an extended period of time, so house prices are not directly
included in the CPI. However, a house is also consumed gradually over time by the person living in it. This is
why house prices enter indirectly into the measurement of the CPI component for owned accommodation.
Separating the asset portion of the house from the consumption part of the house is not simple either in
concept or in practice and this is why the treatment of owned accommodation is one of the most debatable
issues surrounding the construction of CPls around the world.28
3.14 In addition to housing, there are various other product categories in which it is difficult to distinguish between

consumption and investment. For this reason, a selective approach is employed in the CPI. For instance, in
the category of insurance, premiums for homeowners' and tenants' property insurance as well as vehicle
insurance are included in the CPI scope because their premiums are related to specific goods and services
(the contract normally guarantees the replacement or restoration of specified goods). In contrast, life and
disability insurance are excluded because the payments stipulated in the insurance contract may be
interpreted as representing future purchasing power, which cannot be identified with the consumption of any
specific good or service.
3.15 While investments are excluded from the scope of the CPI, additional costs associated with making an

investment transaction such as commissions or fees paid to stock brokers are included in the CPI. These
fees are associated with a service provided by a financial institution and are consumed by the purchaser.
3.16 Transfers are transactions where no specific goods or services are received in exchange for payments made.

Income taxes are an example. Because transfers are not associated with the acquisition or consumption of
specific products they are out of scope for the CPl.29 Most goods and services financed through the public
taxation system (e.g. public education, public health care) are considered transfers even though they are
paid for through taxation, because a private household does not receive any specific good or service in
exchange for the amount of taxes paid. Most public services are therefore excluded from the CPI.
3.17 However, not all goods or services that are publically provided are transfers. For instance some public goods

and services have a direct user fee or cost of consumption associated with them, such as a passport, public
transit, or health care charges for private hospital rooms or ambulance fees, and these are included in the
CPI. Additionally, transactions made between private households and government-owned utilities or
corporations, such as municipal water rates or postal services, are included in the CPI. While property taxes
are classified as a transfer for many purposes, they are considered an integral part of the cost of owning and
using a dwelling and thus are included in the calculation of the owned accommodation component of the
CPl.30 Other forms of transfers, including gifts, donations to charities, tips and gratuities are excluded from
the CPl.31
3.18 From a conceptual standpoint, second hand or used goods are in scope for the CPI as long as there is a

transaction between a private household and an establishment operating in Canada. However, in practice
the prices for these products are usually not collected as part of the CPI sample because the associated
consumption expenditures generally account for a very small proportion of overall consumer spending.
3.19 Interest that may be levied due to purchases made on credit, such as credit card or bank loan interest

charges, is not included in the CPI. The issue of interest charges is very complex, raising both conceptual
and practical challenges for which there is no consensus and no clear recommendation.32 The CPI does
include interest paid on a mortgage, as it is deemed an integral part of consuming an owner-occupied
dwelling.33

28.
29.
30.
31.
32.
33.
22

The treatment of owned accommodation in the Consumer Price Index is discussed in more detail in Chapter 10.
International Labour Office (ILO) et al. (2004), paragraph 3.41.
The treatment of owned accommodation in the Consumer Price Index is discussed in more detail in Chapter 10.
ILO et al. (2004), paragraphs 3.45-3.46.
ILO et al. (2004), paragraphs 3.67-3.71.
The treatment of owned accommodation in the Consumer Price Index is discussed in more detail in Chapter 10.
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3.20 Some but not all transactions involving the purchase of illegal or socially undesirable goods and services are
in scope for a CPl.34 The CPI takes a selective approach when deciding whether to include them or not. For
example, tobacco products are included while illegal narcotics are deemed to be out of scope. Practical
considerations in effectively measuring the prices involved in some of these transactions are a key factor.

Prices used in the Consumer Price Index
3.21 The prices included in the CPI are final prices, inclusive of all excise and other taxes paid by consumers. In
particular, they include the Goods and Services Tax (GST), provincial retail sales taxes or Harmonized Sales
Taxes (HST), as well as any environmental, liquor and tobacco taxes wherever applicable. It follows that the
CPI could change as a result of changes in any of these types of taxes. In contrast, the CPI does not include
changes in personal income taxes because as discussed above, these are transfers and are thus out of
scope for the CPI.

3.22 Since the CPI includes only those transactions between private households in Canada and establishments
operating in Canada, no foreign prices are included in the CPI. The prices of imported goods nevertheless
have an important impact on the CPI because many of the products sold by resident establishments are
either imported or have significant import content. As a result, changes in the exchange rate of the Canadian
dollar against other currencies do have an impact on the CPI since they affect prices for imported goods
which are then sold to domestic consumers.

3.23 Discounted prices are included in the CPI as long as they relate specifically to the product in question. That
means the sale price cannot be tied to the purchase of another product (e.g. a consumer obtains a discount
on a printer with the purchase of a computer). When discounts are offered in kind (e.g. free winter tires with
the purchase of a new car) the purchase price is reduced by the monetary value of the product offered in
kind.

3.24 The aim of the CPI is to measure the changes in prices paid by consumers and those prices sometimes differ
from the associated sticker or list prices. However, data on transaction prices are not always observable for
consumer products. Therefore, Statistics Canada collects Product Offers (POs) as proxies for transaction
prices. For the CPI a PO is the presentation of a particular good or service, with an associated price, by a
retailer to a purchaser. The POs used in the calculation of the CPI are determined by the sample.

Represented in the Consumer Price Index
3.25 The smallest unit of time represented in the CPI is one month. That is, the CPI represents price change from
one month to another. While in practice, prices are observed at specific moments in time within a particular
month, the published indices do not represent price change occurring at any time interval less than one
month. Rather, the index measures the change in average prices in one month compared to average prices
in another month.

3.26 There are three approaches which can guide decisions about when to collect and incorporate a given set of
observed prices in the CPI. These approaches relate to the period in time when goods and services are paid
for, acquired (that is, legally owned) or consumed (that is, used). The three need not coincide and would
produce different CPls. The 'payments approach' is taken when the prices relate to the period in which the
expenditures for the product are made. The "acquisitions approach" involves observing prices at the time at
which the good or service is obtained by the consumer (that is, when the legal ownership of the product
passes to the consumer). The 'use approach' entails observing prices at the time when a product is
consumed. These times of payment, acquisition and use might extend over more than one month. For many
goods and services the difference between these three approaches is not significant, because the times
when consumers pay, acquire and use goods and services are typically synchronized. However, for some
products, particularly durable goods or large expenditure items, the timing of price observation can yield
different results.

34.

ILO et al.

(2004), paragraphs 3.123-3.124.
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3.27 For the majority of products, the CPI aims to follow the acquisitions approach, meaning that the observed

prices relate to the transaction cost in the time period in which the legal ownership of the good passes to the
consumer. The main reason for following the acquisitions approach is that it is consistent with an accrual
accounting system35 which is used in the Income and Expenditure Accounts in the Canadian System of
National Accounts (CSNA).
3.28 There are also practical reasons for choosing the acquisitions approach. One, the data and information that

would be required to measure the flow of service arising from the gradual consumption of various products
generally makes the use approach an impractical one. Similarly, because many goods and services are
purchased on credit, with multiple purchases frequently being amassed on one form of loan (e.g. a credit
card whose balance is carried for many months), the consistent application of the payments approach across
the CPI is not practical. Therefore, given the benefit of consistency with the accounting principles of the CSNA
and Statistics Canada's practice of capturing price information from retailers' posted prices (POs), the
acquisitions approach is the most suitable choice for the CPI.·
3.29 There are special cases, either for conceptual or practical reasons, that the CPI may not strictly follow the

acquisitions approach. A few examples include air fares, travel tours and traveller accommodation. While the
observed prices relate to the period in which the consumer obtained ownership of the ticket, travel package
or hotel reservation, the prices are applied to the index in the period in which the service is used. For example,
if a consumer purchases a travel package in January for a holiday in March, the price is recorded in January
(the time when the consumer obtained ownership of the service); however it will not enter the CPI calculation
until March (the time when the service is used). In these cases, it is practical to apply a use approach because
the exact period when the service is consumed is known with certainty.

35. An accrual accounting system reflects revenue and expenses in the period in which they are deemed to have been earned and incurred,

whether or not they relate to cash receipts and disbursements in the same period. See Statistics Canada (2008).
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Chapter 4 Classifications
4.1

The product and geographical classifications for the Consumer Price Index (CPI) are designed to meet three
important criteria: 1) the classification reflects economic reality faced by consumers; 2) the classification
meets the needs of index users, and 3) the classification is unambiguously mutually exclusive and
exhaustive. 36

4.2

The product classification is a hierarchy of 695 elementary product classes up to the All-items CPl.37 There
are several intermediate aggregation stages that are relevant for different levels of analysis, including the
eight major aggregates ("Food", "Shelter", "Household operations and furnishings", "Clothing and footwear",
''Transportation", "Health and personal care", "Recreation, education and reading", and "Alcoholic beverages
and tobacco products").
·

4.3

The geographical classification is a hierarchy of 19 geographical strata which aggregate to Canada. Most
provinces and the three northern capital cities are represented by one stratum each. However, Quebec,
Ontario and British Columbia are divided into three, four and two strata respectively. The allocation of strata
within these provinces is based on Economic Regions defined by the Canadian Census of Population.38 While
indices are computed for each geographical stratum, indices are only published for Canada, the provinces,
Yellowknife, Whitehorse and Iqaluit.

4.4

The intersections of the product and geographical classifications constitute the elementary aggregates of the
CPI. Elementary aggregates are the lowest-level classes to which a set of fixed-quantity basket weights is
assigned. For this reason, indices for elementary aggregates are the primary building blocks to construct all
indices at higher aggregation levels. Additionally, they constitute the smallest elements by which it is possible
to analyze and explain price movements at aggregate levels. Finally, elementary aggregates also serve as
strata for price sampling with the purpose of enhancing the reliability and relevance of the indices that are
derived from samples of collected prices.

4.5

Beyond these basic rules, the designation of elementary aggregates is a matter of compromises and
balances between different, often contradictory, requirements. For example, creating many very detailed
elementary aggregates could be advantageous as a guide for sampling. Narrowly defined groupings of goods
and services and geographies are more likely to be homogeneous from the viewpoint of price changes, which
would in turn enhance sampling efficiency. On the other hand, when elementary aggregates are looked at as
building blocks of the CPI it becomes essential that the indices exhibit reasonable statistical reliability. This
would be difficult to achieve for numerous detailed product and geography groupings without very large price
samples.

4.6

With all of this in mind, in addition to the requirement of supporting the analysis of consumer price change by
various users, effort is made to designate elementary aggregates as groupings of products and geographies
that:
4.6.1

Have clear and economically meaningful content.

4.6.2 Make possible the production of consumer price indices of acceptable statistical quality, given the
available resources.
4.6.3 Have a reasonable degree of homogeneity in the product and geographical dimensions.
4.7

The imperative characteristic of a classification, that it must be exhaustive (covering all goods and services
and geographies within the scope of the CPI) as well as mutually exclusive (no product or geographical
stratum can belong to more than one elementary aggregate), gives rise to the possibility of 695x19=13,205
elementary aggregates from the CPI classification. However, the number is smaller in practice due to lesser
product detail in some geographical strata.

36. ILO et al. (2004), paragraph 3.14.
37. This is the number of elementary product classes based on the 2013 basket. See Statistics Canada Survey 2301.
38. The Consumer Price Index strata for Quebec, Ontario and British Columbia are based on Economic Regions (ERs)
from the 2006 Canadian Census of Population.
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4.8

Elementary aggregates are the basis of the fixed-basket concept of the CPI. Indices for elementary
aggregates (lower level) are the starting points of the CPI aggregation using the Lowe fixed-basket formula
(upper level).39

4.9

The Canadian CPI also makes use of basic classes, a chosen point in the classification in which the quantity
weights are unchanged for the duration of the basket. This means that the quantities for elementary
aggregates below the basic class level may be adjusted during the lifespan of a basket as long as the
quantities at the basic class level are unchanged.4°

4.10 In many cases, basic classes are equal to elementary aggregates. For the CPI, basic classes are also the
lowest level at which indices are published.
4.11 In an effort to further support the analysis of consumer price changes, many special aggregates are also
produced. Special aggregates such as, "Goods", "Services", "All-items excluding Food and Energy", and "The
Bank of Canada's Core lndex",41 are constructed by aggregating different groups of elementary aggregate
indices. These special aggregates are analytically helpful and are useful in understanding the contributions
of certain elementary aggregates to overall price change.

39. The calculation of indices at the lower and upper levels is discussed in Chapter 6.
40. The Consumer Price Index basket weights and the process for updating them are discussed in Chapter 8.
41. The Bank of Canada's core index excludes eight of the Consumer Price Index's (CPI) most volatile components (fruit, fruit preparations

and nuts; vegetables and vegetable preparations; mortgage interest cost; natural gas; fuel oil and other fuels; gasoline; inter-city
transportation; and tobacco products and smokers' supplies) as well as the effects of changes in indirect taxes on the remaining
components. For more information on the Core CPI please see the Bank of Canada's website www.bankofcanada.ca.
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Chapter 5 Sample Strategy and Price Collection
5.1

The number and variety of transactions that consumers engage in is immense. It would be neither practical
nor affordable to collect prices for all transactions of products sold in all outlets42 to compile the Consumer
Price Index (CPI). Therefore a sample strategy is necessary.

5.2

The CPI has always had a policy of adopting the most appropriate measurement methodologies for each of
its elementary indices. This has led to sometimes very divergent sampling practices in different parts of the
CPI. This chapter will cover the range of sampling practices currently used in the CPI, first focusing on the
general sampling approach which covers more than 50% of the CPI by basket weight. 43 The chapter will then
discuss some of the more specific sampling approaches in other parts of the basket, including full universe
price coverage, cut-off sampling and price modelling.

5.3

Not all elementary price indices are estimated with observed prices. For some elementary aggregates,
particularly the "catch-all" classes with heterogeneous product mixes that typically represent more marginal
consumer expenditures, price collection is not practical or necessary. In these cases, imputations are made
whereby the price movement of the elementary aggregate is estimated via proxy, using the price movement
of a donor class.

General Sampling Approach
5.4

The general sampling approach for the CPI can be seen as a three-stage survey design. The first stage
covers geography, the second is for outlets and the third stage is for the products. Even though the product
component appears at the last stage, types of products have a major influence during the second stage when
outlets are selected. Figure 5.1 depicts this general approach for selecting sampling units, starting from
geography, then using the product type information for outlet selection and then assigning Representative
Products (RPs) to be observed within each outlet. More details on each of these stages are provided in the
following paragraphs.

42. The term "outlet" refers not just to stores in the normal sense of that word, but also Internet sellers, vending machines, door-to-door vendors,
catalogue mail order merchants, telephone salespeople and vendors using other means to connect with customers. Nevertheless, the vast
majority of Consumer Price Index price quotes are collected in traditional retail stores.
43. This proportion of the products in the Consumer Price Index which are covered by the general sampling strategy is estimated using the
2013 basket weights. Statistics Canada, Survey 2301.
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Figure 5.1
Stages of Sampling Strategy in the Consumer Price Index
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5.5 The geographical sampling unit is primarily the Census Sub-Division (CSD) as defined by Statistics Canada's
Standard Geographical Classification (SGC). CSDs are similar to municipalities and are chosen for the CPI
sample based on information such as population counts and economic activity.44 The CSDs are selected as
the sampling unit mainly because they are stable over time and because every location in the Business
Register (BR),45 the frame for outlet selection, is mapped to CSDs.

5.6 To facilitate outlet sampling and price collection management, CPI collection areas have been defined. For
small to medium size CSDs, collection areas correspond to the CSD. In cases where the CSD is too large to
represent one collection area it is broken down into smaller areas which are amalgamations of Census Tracts
(CTs), which can be seen as equivalent to neighbourhoods. The number of collection areas within a CSD
depends on the number and variety of retail and services locations as well as the size, in terms of square
kilometres, of the CSD.46

5.7 The CPI survey frame is used to select the outlets where price collection is to take place. The frame was built
using existing Statistics Canada sources, mainly the BR, the quarterly Retail Commodity Survey (RCS)47 and
services industry surveys such as the monthly Food Services and Drinking Places Survey. The RCS and
services industry surveys are used to link the CPI product classification to the industry classification in the
BR, which is the North American Industrial Classification System (NAICS).48

5.8

A major feature of the CPI survey frame is that it gives the revenue, according to the BR, of each outlet by
RCS commodity class or service industry using the data reported in various Statistics Canada surveys. This
characteristic of the frame helps in dealing with big retailers such as the department stores, which typically
sell a range of products. It facilitates the selection of outlets which are among the most popular in each
product class or service industry.

44. Beaulieu (2012).
45. The Business Register is a listing of all business units that operate in Canada. It is compiled and used by Statistics Canada for use in
conducting business surveys.
46. More details are available in Beaulieu (2012).
47. Statistics Canada Survey 2008.
48. Beaulieu (2012).
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5.9

The outlet sampling process for the CPI is done in two phases. The first phase, pre-contact sampling, is
designed to validate the information from the BR, such as activity status, industrial classification and contact
information. Depending on the industrial classification, additional questions may be asked to determine
whether specific products are sold. This phase is done quarterly, by telephone. The second phase, field
sampling,
consists of selecting a subset of outlets from the pre-contact output (after all
out-of-scope and refusal units are removed) to be sent for field collection by specialized Statistics Canada
employees, known as price interviewers. Remaining in-scope outlets that were not selected for the field
sample are kept as a replacement list.

5.10 After outlets are selected, a set of RPs is assigned to be observed in each outlet. Subject matter experts use
external databases and market research to help define RPs in a way that strikes a balance between specificity
and flexibility. Price interviewers then select specific products that meet the RP definitions. This approach
ensures the interviewers have a clear understanding about what kind of product to select (keeping intact the
matched-model approach of the CPI) while at the same time providing leeway to choose products that are
locally popular (upholding the representativeness of the estimated elementary indices).
5.11 The RP list may be different from one outlet to another according to the information obtained from the CPI
survey frame and the pre-contact phase. For example, one pharmacy may be designated to have health care
goods as well as some food items (such as milk and bread) collected, if those products correspond to its
main streams of revenue. However, this may not be the case for all pharmacies in the CPI sample.
5.12 The number of RPs assigned to each elementary aggregate depends on the weight and the complexity of
measuring price change for the given product class. In a complex elementary aggregate, one which may
have a lot of heterogeneous products included, several RPs will likely be assigned. In a more simple
elementary aggregate, just one or two RPs might be enough to measure price change adequately.
5.13 An RP assigned to an outlet is called a Target Product Offer (TPO). The TPO acts as the sample intention.
The sampling allocation scheme allots a number of TPOs to each elementary aggregate, taking into account
the basket weight, price variability and cost of collection for each elementary aggregate. The objective is to
allocate the available sample optimally in order to estimate elementary indices of the best possible quality.49
5.14 Every month the price interviewers observe Product Offers (POs) for TPOs. The monthly process begins with
a detailed sample request from headquarters to the interviewers. Most of this request is the same as in the
previous month, since the CPI follows the matched-model approach. The sample request is loaded into
Computer-Assisted Personal Interview (CAP!) devices. Carrying these devices, the interviewers visit each of
the outlets in their particular workload. In each outlet, the interviewer finds the required POs and enters their
prices and characteristics into the devices.
5.15 When a PO is advertised as being "on special" interviewers record this in the CAPI device. If the item cannot
be found because the shelf is empty, the interviewer consults with a store manager and determines whether
it is temporarily out of stock or is no longer carried by the outlet. Either way, this information is recorded in
the device and transmitted back to Statistics Canada headquarters.
5.16 If the PO being sought is determined to be no longer carried, a substitute PO is selected and this information
is recorded in the CAPI device. For especially complex POs such as high-tech goods and items of clothing,
the interviewers also fill out forms providing additional details about the characteristics of the substitute PO.
This additional information assists the analysts at headquarters who assess the extent of quality change and
estimate an appropriate adjustment.5o
5.17 When an interviewer must select a substitute PO, as just described, he or she is guided by the RP description,
a set of detailed product specifications loaded in the CAPI devices. The interviewer is asked to select a
substitute PO that fits the description.

Beaulieu (2012).
50. Quality adjustment techniques used in the Consumer Price Index are discussed in Chapter

49.
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5.18 For many RPs it is not necessary to observe POs every month, either because their prices tend to change
less frequently or because they are only available in specific times of the year. For one example, tuition fees
typically change only once a year, in a predictable month, so they are collected only in that month. For
another, Internet access service fees are collected every second month because their prices change
infrequently. In fact, every RP description specifies the month(s) of collection.

5.19 If a price change is known to take place outside an RP's default pricing schedule Statistics Canada will
conduct a special pricing.51 This ensures that elementary indices represent, as much as possible, price
change in a timely manner.52

5.20 As for the timing of collection within the month, most POs are observed in the first two weeks, with the first
week being defined as the one containing at least three business days from the calendar month. Gasoline
prices are an exception due to their typical intra-month volatility and thus are collected in four weeks.

5.21 When the POs have been collected they are sent to Statistics Canada headquarters by encrypted digital
transmission, where they are compared against the original sample request to determine the sample's
completeness and conformity to requirements. Thereafter, the POs undergo further review and processing.
Any unusual price movements are carefully checked to ascertain their validity. Corrections are made if
necessary. Where POs have been substituted, the degree of quality difference is assessed and an
appropriate quality adjustment is made if necessary. Steps are also taken to ensure the POs include
applicable taxes. Finally, with all checks and adjustments completed, the elementary price indices are
calculated.

Specific Sampling Approaches
5.22 Exceptions are made to the general sampling approach. These exceptions are intended to capture price
change for elementary aggregates where information on the universe of consumer transactions is available
or where the attributes of the products within the elementary aggregate are complex and require different
techniques.

5.23 Elementary aggregates where full information on the universe of consumer transactions is available include
those goods or services that have only one market and/or seller. Examples include passport fees and drivers'
licenses. For these there is no sample drawn because all prices are collected and used in the CPI.

5.24 For some elementary aggregates in which there is one seller in a particular geographical stratum,53 a sample
of outlets and products is not required. However, in these cases the first stage of the general sampling
approach, in which collection areas are selected, is still necessary. Usually, the collection of theses POs is
done by employees at Statistics Canada headquarters rather than by interviewers in the field.

5.25 The prices used to calculate the rent price index come from the Labour Force Survey, which uses a
probabilistic sample.54

5.26 Some elementary aggregates in the CPI follow cut-off sampling.55 When there is information available on the
outlet and/or product universe the goal is to maximize the coverage of both. Most times information on market
composition comes from third party administrative databases, often available via the Internet. These
databases are used to rank outlets and/or products so the sample covers a majority of the market. Once
TPOs are assigned via cut-off sampling, POs are collected at Statistics Canada headquarters.

51. Examples where special pricing occurs include tax changes or other advertised/scheduled price changes, such as increases to

government regulated service fees.
52. The default pricing frequency for each basic class in the Consumer Price Index is listed in Appendix B.
53. Examples of product classes where there is one seller in a particular geographical stratum include some public utilities such as water or

electricity companies.
54. Statistics Canada, Survey 3701.
55. Examples of elementary aggregates that use cut-off sampling are the purchase of passenger vehicles, and various telecommunication
indices such as telephone services, Internet access services and cablevision and satellite services.
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5.27 There are some elementary aggregates where the target population purchases bundles of services rather
than individual products56 or where prices are based on a set of specific conditions.57 The CPI uses the

profiles method to capture price change for these products.
5.28 Representative bundles or consumer profiles are selected using available market information. The intention

is to cover a majority of the services and outlets that are available in a particular market. In these cases POs
for the defined consumer profiles are observed at Statistics Canada headquarters from large industry
databases.
5.29 The profiles method is another application of the matched-model framework. By observing POs of identical

consumer profiles every month, this method ensures that the quantity and quality of bundled services are
constant over time and that the CPI reflects pure price change. As with the entire CPI sample, it is important
that consumer profiles are reviewed and updated regularly to ensure that representative consumption
bundles are being priced. When profiles must be changed because the component products are determined
to be new or of different quality, then quality adjustment techniques should be applied.
5.30 Some elementary aggregates are characterized by products whose prices are determined not by their

physical characteristics, but by their intellectual content and novelty. For these elementary aggregates the
CPI uses the bestsellers method to estimate price change.58 In these cases POs are observed in the field by
price interviewers as well as on the Internet.
5.31 There are two elementary aggregates which use modelling to estimate price change: the Mortgage interest

cost and the Homeowners' replacement cost indices, two components of the owner-occupied accommodation
price index. Unlike the treatment of other durable goods in the CPI, owner-occupied housing follows a user
cost approach, which aims to measure the implicit price of the flow of services coming from a fixed stock of
owned dwellings. This price index requires special measurement methods. Using collected data from the
Survey of Household Spending,59 along with other data inputs on house prices and interest rates, price
change is estimated.so

56. Examples of elementary aggregates that follow the profiles method are products that are typically purchased in package form, such as
banking fees, Internet service fees, cable and satellite television fees and telephone services.
57. The best example of such a product is insurance, as home or car insurance premiums are based on the characteristics of the home or

driver being insured as well as the desired coverage characteristics.
58. An example of an elementary aggregate that uses the bestsellers method is Books and other printed matter (excluding textbooks). The
price index is based on the estimated total cost of the top 10 bestsellers in sampled bookstores in each period.
59. Statistics Canada, Survey 3508.
60. The treatment of owner-occupied accommodation in the Consumer Price Index along with the specific model calculations for the

Mortgage interest cost and Homeowner's replacement cost indices are discussed in Chapter 10.
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hapter 6 Calculation of the Consumer Price Index
6.1

The Consumer Price Index (CPI) is calculated in two stages, termed the lower level and the upper level.

6.2

At the lower level of calculation, price change is estimated for elementary aggregates. These are found at the
lowest level in the product and geographical classifications of the CPI and are most often calculated using a
Jevons (geometric mean) index number formula. Elementary aggregates consist of similar groups of products
in a geographical stratum.61

6.3

At the upper level, an asymmetrically-weighted fixed-basket Lowe price index formula (Laspeyres-type) is
used to combine elementary aggregates in order to obtain upper level aggregate indexes.

6.4

This chapter will discuss the two-stage calculation of the CPI, first explaining the computation of elementary
indices at the lower level. While the chapter will focus on the standard method for computing indices, some
non-standard methods used in the CPI will also be discussed. Then the chapter will explain the method used
to aggregate elementary price indices to the upper level.

Calculation of Elementary Indices (lower level)
6.5

At the lower level, elementary price indices are calculated for 695 elementary product classes in each of the
19 geographical strata of the CPl.62 Elementary indices can be understood as the building blocks of the CPI
and represent the lowest level of the fixed-basket index hierarchy. Estimation of price change at this level is
usually done via the standard approach for elementary price index calculation. Exceptions are made for
special cases addressed later in this chapter.63

6.6

Not all elementary indices are derived directly from observed prices. At the Canada level, 76% of elementary
indices, by basket weight, are derived directly from observed prices within their product class and geography.
Table 6.1 shows that the proportion of elementary indices estimated with direct price observation varies
across geography. The remaining portion of elementary indices is imputed, either from another closely related
product class, or from the same product class in another geographic stratum. 64

61. Classifications of the Consumer Price Index are discussed in Chapter 4.
62. There are slightly fewer elementary aggregates (that is, "Building blocks") to the Consumer Price Index than the maximum of 695 X 19

because not all of the 19 geographic strata have the full 695 product classes. The absence of product classes occurs mainly in the small
geographic strata. Each elementary aggregate has a corresponding expenditure weight used in the upper-level calculation. This number
of elementary aggregates is based on the 2013 basket. Statistics Canada, Survey 2301.
63. Some common index formulae used to calculate elementary price indices can be found in Appendix A.
64. Of these elementary aggregates estimated by proxy, roughly half, by basket weight, are product imputations (e.g. price movements for

college tuition fees are imputed from the price movement of university tuition fees within each geographic stratum) and the other half are
geographic imputations (e.g. price movements for baseball game admission fees·in Prince Edward Island are imputed from those in
Toronto).
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Table 6.1
Proportion of elementary aggregates, estimated with direct price observation

Canada

75.8

Newfoundland and Labrador

87.8

Prince Edward Island

87.8

Nova Scotia

87.8

New Brunswick

86.7

Quebec

79.0

Ontario

75.2

Manitoba

86.9

Saskatchewan

87.4

Alberta

86.0

British Columbia

76.2

Yellowknife

80.5

Whitehorse

81.7

I aluit

67.8

Note: The proportion of elementary indices is based on 2013 basket weights.
Source: Statistics Canada, Consumer Prices Division. Survey No. 2301.

6.7

Most of the elementary aggregates that are not calculated using observed prices are catch-all product
classes; as such, they represent more marginal and diverse varieties of products which do not fit neatly into
any of the other elementary product classes. Typically these catch-all product classes would also be
significantly more expensive to estimate via direct price observation. Their price change is usually estimated
by imputing the price movement from another elementary price index for which prices are observed.

6.8

While it would appear ideal that all elementary price indices be calculated using observed prices within their
product class, this is not always necessary. Since the goal of the CPI is to measure price change, and not
absolute price levels, sampling strategies are developed to reflect which product offers (POs) are the most
important to capture directly, and which others may be suitably estimated via imputation.65

6.9

The CPI follows the matched-model approach for calculating elementary price indices whereby identical
(unchanging quantity and quality) POs are followed through time. However, it is not always possible to follow
the same products across time, as new goods and services are constantly emerging and old ones
disappearing. When an identical PO cannot be collected in a subsequent period, a replacement PO must be
observed. This chapter will not discuss situations where POs are replaced.66

6.10 Examples where the calculation of elementary price indices is a relatively simple matter are the few
elementary aggregates for which there is one product having a single price. These product classes typically
have goods or services for which prices are determined by a level of government, such as drivers' licenses
or passport fees. In such cases, the ratio of one month's price over the previous month is the best estimate
of price change. However, for the majority of elementary product classes reality is more complex, mainly
because of the availability of many competing and continuously changing product types.

6.11 In the majority of cases, elementary price indices are based on a sample of prices for one or more goods or
services belonging to the elementary product class. The sampled POs receive equal weighting in this
elementary calculation, because consumer expenditure weighting information is usually not available at this
level.

65. The sampling strategy for the Consumer Price Index is discussed in Chapter 5.
66. The ways in which adjustments are made for the quality changes that may occur when product offers (PO) are replaced
are discussed in Chapter 7.
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6.12 The following section describes the standard approach for calculating elementary price indices. The chapter
will then go on to discuss several of the elementary price indices for which estimation methods differ from the
standard approach either because of the complex nature of estimating price change for the goods and
services within the elementary product class or because additional information is available that can be used
to produce an improved elementary price index.67

The Standard Approach for Calculating Elementary Price Indices
6.13 The standard approach refers to the most commonly used method of combining prices, in order to estimate
price change for elementary aggregates in the CPI. Typically consumer expenditure patterns below the
elementary aggregate level are not known and therefore the implicitly weighted geometric mean, known as
the Jevons formula (6.1), is used to calculate an average price relative from the sample of the collected POs.
This means the price relative of each collected PO is assigned equal importance in the calculation. The
Jevons formula has been used by Statistics Canada since 1995 as its primary formula for the calculation of
elementary price indices in the CPI.
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Where:

I.���t is the implicitly weighted Jevons price index for elementary aggregate a between period t-1
and period t;
n

is the number of POs i in elementary aggregate a; and
t

��1 is the price relative for PO i between period t-1 and period t.
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6.14 The Jevons formula (6.1) can also be calculated by taking the ratio of the implicitly weighted geometric mean
prices of the observed POs in the two periods being compared (6.2).
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Where:
n

IT (p;)y,; is the geometric mean price for all POs i for elementary aggregate
n
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a in period t; and

is the geometric mean price for all POs i for elementary aggregate a in period t-1.

67. A listing of all of the basic classes in the Consumer Price Index including their methods of estimation is in Appendix B.
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6.15 The Jevons formula was adopted because it has advantages over the previously used Dutot formula.68 Firstly,
the geometric mean of price relatives (Jevons) is less influenced by extreme prices than is the ratio of
arithmetic mean prices (Dutot). The resulting elementary price indices are less volatile.69 Secondly,
elementary price indices that are calculated as geometric means of price relatives (Jevons) can be interpreted
in two ways; first, as an average of price changes (6.1) and second as a change in average prices (6.2). The
first interpretation, which is only applicable to the Jevons formula, is convenient for explaining the composition
of aggregate price changes.

Other Methods for Calculating Elementary Price Indices
6.16 Among the 695 elementary product indices there are several departures from the standard approach.70
Exceptions to the standard approach are usually made because more complete information is available on
the universe of transactions within the elementary aggregate.

6.17 Post-1995, arithmetic formulas were retained for the calculation of a few elementary price indices
(Rent, Passenger vehicle insurance premiums and Tuition fees). What sets these elementary aggregates
apart is that the sampled POs are drawn from a population frame and there is confidence that the sample
sufficiently represents the universe of consumer expenditures for these product classes. Furthermore, the
contractual nature of the expenditures in these product classes means that it is likely that product substitution
will not take place over the period of price comparison. The unweighted arithmetic formula used in the
Canadian CPI is the Dutot (6.3).71
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r -l:t
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i=l
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n

(6.3)
Where:

I��;' is the Dutot price index for elementary aggregate a between period t-1 and period t;
n

is the number of POs i in elementary aggregate a;

f _!_ p:
i=l

is the arithmetic mean price for all POs i for elementary aggregate a in period t; and

n

i: _!_ p;-1
i=l

is the arithmetic mean price for all POs i for elementary aggregate a in period t-1.

n

68.

The Dutot formula was used as the standard method for calculating elementary price indices in the Consumer Price Index prior to 1995.
69. The geometric mean of price relatives (Jevons) can be more volatile than the ratio of arithmetic mean prices (Dutot). This occurs in the
case of very steep price drops as with liquidation sales. Liquidation sale prices, although they are part of the universe of consumer
expenditures which the Consumer Price Index (CPI) aims to measure, are excluded from the CPI sample. This is because liquidation sales
are deemed less representative of the average consumer transaction.

70. A listing of all of the basic classes in the Consumer Price Index including their method of estimation is in Appendix B.
7 1. The use of the Dutot formula is appropriate when product offers are expressed in a homogenous unit of measure. ILO et al.
paragraphs

20.64-20.68.

(2004),

When quantity or expenditure information is available, an explicitly weighted Laspeyres-type formula (6. 5) can

be used, with the same weights appearing in the numerator and the denominator.
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6.18 An explicitly weighted Jevons formula (6.4) is used in few special cases where more detailed expenditure
information is available below the elementary aggregate level. Examples where an explicitly weighted Jevons
formula is used are the indices for Postal fees, Newspapers and magazines, Urban transit and Parking rates.

W;
IT
t
(P:rl
r-11 =
ITn (P;t-1 )W;In�W;
_i=l_

_____

WJ,a

•-I

i=l

(6.4)
Where:

1;;/: is the explicitly weighted Jevons price index for elementary aggregate a between period t-1
and period t; n is the number of collected POs i in elementary aggregate a;

IT ( p;)wjtw;

is the explicitly weighted geometric mean price for all POs i in elementary

i=l

aggregate a in period t;

IT (P:- r/tw;
l

is the explicitly weighted geometric mean price for all POs i for elementary

i=l

aggregate a in period t-1; and

is the weight of PO i as a proportion of the aggregate weight for all POs.
6.19 The weights used in the calculation do not have to re.late to the period of price comparison, however in each
comparison period they are fixed. The weights are obtained from administrative records or other data
sources. These cases can be seen as improvements on the standard approach because rather than giving
implicit equal importance to each price relative (6.1) they make use of additional information about the relative
importance, or size, of each group of transactions.
6.20 In cases where there are different product types available within one elementary aggregate, but each product
type is homogeneous, a unit value index is a preferred method for calculating elementary price indices. A
unit value index is simply the quantity-weighted average transaction price for all products within an
elementary aggregate in one period, divided by the quantity-weighted average transaction price in the
previous period. The rationale for using a unit value calculation must be based on a reasonable assumption
that the changes in these average prices do not reflect a change in quality over time. Otherwise the index
could be prone to bias.72
6.21 The CPI uses a unit value calculation for the Spectator entertainment index, which includes prices for stadium
sports seating and live staged performances. The assumption behind this index is that if the stadium or
theatre is full in each of the two periods being compared, there is likely to be no change in the overall quality,
even though seats may be valued differently. In effect, the price of all seats in the stadium or theatre is used
rather than a few individual seats. A similar approach is used to calculate the Air fares index.

72. Balk (2002) showed that unit value ratios require special consideration, as they are not only driven by price change but can also be driven
by changing quantities.
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6.22 A unit value calculation is also used in the Property taxes elementary price index. A sample of properties is
drawn so that the average annual property tax paid in a given municipality can be calculated. These
calculated average annual taxes are then multiplied by the total stock of dwellings in each municipality in
order to obtain the average annual property tax paid in each CPI geographical stratum. No attempt is made
to control for differences in the quality of services that homeowners receive in exchange for their tax payments
from one municipality to another. Additionally, there is no treatment to control for changes in the quality of
municipal services from one period to another. Accounting for these differences is impractical as there are
no data available which associate specific municipal services to proportions of property taxes paid. 73

Calculation of the Consumer Price Index Above Elementary Indices (upper level)
6.23 The calculation of the CPI at the upper level is relatively straightforward compared to the lower level. It
involves aggregating calculated elementary price indices by applying an asymmetrically weighted arithmetic
fixed-basket formula in order to obtain aggregate indices which culminate in the All-items CPl.74

6.24 The Laspeyres formula (6.5) is a basic method for calculating price indices and is consistent with the CPl's
fixed basket concept. It expresses the change in the cost between period 0 and period t of buying a fixed
basket of products, by aggregating the prices of the products in the basket using quantities consumed from
the price reference period 0 as weights.

i=l

(6.5)
Where:

I�'.� is the Laspeyres price index of aggregate class A between period 0 and t;
n

is the number of elementary aggregates i in the aggregate class A;

p; is the price of elementary aggregate i, in time t;
p;0 is the price of elementary aggregate i, ·in time O; and
q� is the quantity weight of elementary aggregate i, in the price reference period 0.

73. The treatment of owned accommodation in the Consumer Price Index is discussed in Chapter 10.
74. Some common formulae for calculating aggregate price indices (above the elementary level) can be found in Appendix A.
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6.25 In practice, the Laspeyres index is not commonly used to calculate the CPI because it requires information
on the quantities consumed75 in the price reference period 0 and these data are not available in a timely
manner. This has to do with the fact that household expenditure surveys are typically produced with a lag.
Therefore, since Statistics Canada aims to produce a CPI that is timely, in that it measures changes in prices
for recent periods, the Laspeyres formula must be altered to use quantities from a period preceding the price
reference period 0. This transformation is the Lowe formula (6.6), a more general form of a Laspeyres index
because the quantities come from a chosen weight reference period b which precedes the price reference
period 0.

(6.6)

Where:

I�;�,A
n

is the Lowe price index of aggregate class A between period 0 and t;
is the number of elementary aggregates i in the aggregate class A;
is the price of elementary aggregate i, in time t;

p:
pi0

is the price of elementary aggregate i, in time O; and

q;

is the quantity weight of elementary aggregate i, in the weight reference period b,
with b:s;;O<t.

6.26 The Lowe index can also be expressed as the weighted sum of elementary price indices (6.7) with the weights
expressed as expenditure shares.
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Where:

p; / p;0 is the price index of elementary aggregate (1) between period 0 and t, and;
Oh
SI

=

P;0qih
l:P;oq;"
n

i=I

(6.8)
6.27 The expenditure shares

Oh

si

in the Lowe formula

(6.7)

are hybrid expenditures because the prices and

quantities (that equal the expenditures when multiplied) are from different periods, 0 and b.

75. In practice, what are observed are the expenditures, which contain the implicit p and q terms.
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6.28 Hybrid expenditures (6.8) are obtained by updating the original expenditure weights

p: q:

(observed in the

weight reference period b) to reflect the prices of the price reference period 0 using the price relatives

p� Ip�

This process is often referred to as price-updating and thus hybrid expenditure weights are frequently termed
price-updated weights.76 The use of price-updated or hybrid expenditure weights is essential to the fixed
.

quantity basket concept of the CPI.

6.29 Because the weights used in the calculation of the CPI are obtained from consumer expenditure data with a
weight reference period that precedes the price reference period 0, the Lowe index formula is the practical
option for computing a timely CPI.
6.30 Notwithstanding this practical advantage, the Lowe formula also has many desirable properties. One is its
consistency in aggregation. This means that no matter order in which the elementary price indices are
aggregated (for example first by geographical stratum and then by product class, or the reverse) the
aggregate index results are the same.

6.31 Another desirable property of the Lowe formula is its transitivity77, whereby the ratio of two Lowe indices using
h
the same set of basket reference quantities q is also a Lowe index (6.9).78 This property is useful because
it enables index compilers to calculate short-term price movements. For example, price change between
period t-1 and period t can be estimated by taking the ratio of two long-term Lowe price indices, one
comparing periods 0 and t-1 and the other comparing periods 0 and t.
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(6.9)
Where:

Il:'.�

is the short term Lowe index for aggregate (A) between period t-1 and period;

I�,'. A
.
I�;'.�

is the long term Lowe index for aggregate (A) between period 0 and period t, and;
is the long term Lowe index for aggregate (A) between period 0 and period t-1.

76. ILO et al. (2004), paragraph 1.29.
77. Transitivity is an axiomatic property of index number formulae. Satisfying this property enables price indices to be calculated via chained
or direct price comparison. For more information on this property, ILO et al. (2004), paragraphs 9.25 and 15.88.
78. ILO et al. (2004), paragraph 1.26.
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6.32 The transitive property of the Lowe formula also enables index compilers to calculate long-term price change
by chaining together short-term price indices. For example, a Lowe index comparing prices in period t to
prices in the price reference period 0 is obtained by multiplying the Lowe index comparing period t to period
t-1 by the Lowe index comparing period t-1 with the price reference period 0 (6.10). The product of monthly
chained indices provides identical results to an index that directly compares prices in period t to prices in the
price reference period
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Where:

I��.A is the long-term Lowe index for aggregate class A between period 0 and t;
!��'.� is the monthly short-term Lowe index for aggregate A; and
s;-ib is the hybrid expenditure share of elementary aggregate i,
reference period b expressed at period

I-lb

St

t-1 prices,

with quantities from the basket

derived as

(6.11).
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(6.11)
6.33 In any given period t the hybrid expenditure shares price-updated to period t-1 are used to aggregate
elementary price indices. Since hybrid expenditure weights are an estimate of the value of purchasing the
quantities from the weight reference period b expressed in period t-1 prices, they do not reflect changes in
consumer purchasing patterns. These are necessary in order to maintain the fixed quantity concept of the
Lowe formula.
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6.34 In the ongoing practice of compiling the CPI, hybrid expenditure shares (6.11) are not explicitly calculated.

Instead, the equivalent Lowe formula is used (6.12), where monthly price relatives

( ;;: )
,

multiplied by

hybrid expenditure weights expressed at period t-1 prices are compared to the hybrid expenditures expressed
at period 0 prices in order to obtain price change between period 0 and t.

(6.12)
6.35 Despite all the practical advantages of using the Lowe formula for calculating the upper level of the CPI, it is
an asymmetrically weighted price index, meaning that the weights used to aggregate elementary price indices

refer to a period preceding the price reference month. For this reason the Lowe formula does not represent
the current spending patterns of consumers and therefore is subject to substitution bias.79

79. The topic of substitution bias in a Consumer Price Index, as well as the efforts by Statistics Canada to reduce it, are discussed in Chapter 9.
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hapter 7 Quality Change and Adj
7.1

The Canadian Consumer Price Index (CPI) aims to measure pure price change, thus excluding price changes
that are due to differences in the quality of products bought by consumers. It achieves this mostly through
the matched-model approach which tracks unchanging products in the same outlets, thus holding all variables
constant except for the month when prices are observed.

7.2

The universe of products bought and sold in the marketplace changes over time. Updating the sample for
any given elementary aggregate is inevitable in order to maintain its representativeness. As products in the
market change, observed product offers (POs) may change. This means that the matched-model framework
at times does not hold, and therefore price changes could reflect a mixture of price and quality differences.
In order to measure pure price change, quality adjustments are performed.

7.3 There are multiple techniques, implicit (indirect) and explicit (direct), available to account for quality differences
between exiting and entering POs. This chapter will present the different methods used in the CPl.80
7.4 It is not always necessary or possible to adjust for quality change when a PO must be replaced in the CPI
sample. There are various reasons why adjusting for quality change may not be required and a direct price
comparison between entering and exiting POs is the best option. Direct price comparison, an implicit method
of quality adjustment, is the simplest approach used in the CPI.
7.5 The CPI employs the direct price comparison method when there is no perceived difference in quality between
entering and exiting POs. This method assumes equivalent quality between POs and is used for just over
30%, by basket weight, of the elementary indices.81
7.6

The use of the direct price comparison method for these elementary indices is not likely to lead to any
systematic bias in the CPI because the majority of these indices fall under one of the following categories.
7.6.1

No appreciable quality change: Many items like gasoline, electricity or natural gas are essentially
of the same quality over long periods of time.

7.6.2

Non-market services: Most government-regulated services, such as university education, local
transportation or passports, do not receive any treatment for quality change. While it could be
argued that the quality of these services may change through time, this is likely to happen very
slowly and is difficult to measure. These services are also not available in a competitive market
so little can be said about the market valuation of the quality features that are implied.

7.6.3

Bestsellers method: In the case of popular media, such as books, movies or DVDs, it is common
international practice to simply aggregate the prices of the top bestsellers and compare the result
to that for the previous period's bestsellers, even if these best sellers are different in the two
periods. This is because the novelty of the product's content is what is being sought out by
consumers, rather than any tangible physical characteristic such as number of pages or quality
of the binding, to take books as an example.

7.6.4

The use of the unit value index method also eliminates the need for any further quality adjustment.
This index calculation method is rarely used in the CPI and can only be applied in cases where it
is assumed that the average quality represented remains constant through time.82

80. The different quality adjustment methods used for the basic classes in the Consumer Price Index are indicated in Appendix B.
81. The proportion of elementary indices is based on 2011 basket weights. Statistics Canada, Survey number 2301.
82. The unit value method is discussed in paragraph 6.22.
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7.7

The use of overlap pricing can also eliminate or significantly reduce the need to make explicit quality
adjustments. This implicit method allows for the reduction of unexpected disappearances of sampled POs
and ensures that new representative products can be introduced into the sample before the replaced ones
disappear from the market or become unrepresentative. The overlap pricing method is most commonly used
in conjunction with the profiles method, enabling the collection of a replacement profile before the
obsolescence of an existing one.83

7.8

Overall mean imputation is another implicit method used in the CPI to make quality adjustments between the
prices of POs entering and exiting the sample. With this method, the price movement applied to entering POs
is based on the observed average price movement of all other POs for the same representative product.
Overall mean imputation relies on the assumption that the donor POs are comparable to the PO being
imputed.

7.9

The link-to-show-no-change method for quality adjustment, another indirect method, involves forcing a price
relative of unity (equals no price change) when replacement POs enter the sample. Currently, this practice is
being reduced across the CPI because it introduces a degree of undue price stability in the index.84

7.10 Quantity adjustment entails accounting for changes in the quantity (e.g. package size, number of tissue ply
etc.) of observed POs. This is another implicit method of quality adjustment because it is assumed that the
quality per standardized unit is the same over time.

7.11 Quantity adjustment is the default treatment for nearly all of the POs in the Food major aggregate as well as
some of the products in the Household operations, and Personal care supplies and equipment aggregates. 85

7.12 For the majority of elementary indices, not covered by the implicit methods described above, it is necessary
to make explicit quality adjustments when POs enter or exit the sample.
7.13 To make the appropriate quality comparison, Statistics Canada is usually guided by market valuations of the
two POs. Where possible, the two POs are compared in terms of the quality features they offer to consumers.
A PO is thought to provide a range of features to the consumer which, grouped together, determine the
market price.86 This general framework is the basis for many of the explicit quality adjustment methods
described below.
7.14 The CPI relies on the hedonic quality adjustment technique for certain elementary aggregates, notably in the
case of high technology goods or services. Currently, the CPI uses hedonic quality adjustment for the
Computer equipment, software and supplies and Internet access services indices. The hedonic method of
quality adjustment is most appropriate for products whose markets are competitive and experience rapid
turnover, and where the characteristics of these products change quickly but are readily and consistently
observable.

7.15 The hedonic method is applied in the case of forced replacements. This approach assumes that a relationship
exists between the price of a PO and its characteristics. Hedonic specifications have to be defined using
standard regression techniques. 87 In period t (when a previously observed PO is no longer available) a
regression is used to estimate the unobserved price for the entering PO in period t-1. The estimation of the

t-1 price is based on quality differences between the entering and exiting POs, as well as the t-1 price of the
exiting PO.

83. While the Internet services elementary index is calculated using the profiles method, adjusting for quality differences between exiting and
entering profiles is done via hedonic quality adjustment in this case.
84. ILO et al. (2004), paragraph 7. 70.
85. The weight of these expenditure categories can be seen in Appendix B.
86. The characteristics approach was introduced by Lancaster (1966). Consistent with a characteristics approach, ILO et al. (2004) defines a
product, for measurement purposes, as equating to a complete description of its price-determining characteristics. For a Consumer Price
Index program, the demand side of the equation is relevant (consumers' valuation of these characteristics), rather than the supply side
(producers' costs or inventory).
87. The functional form is selected from a large family of Box-Cox transformations using appropriate statistical tests.
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7.16 A semi-log hedonic regression is used for the Computer equipment, software and supplies index. It takes the
general form:
k

In
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(7.1)
Where:

/3; is

a range of effects for a set of

k characteristics

x;,n ,
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1, 2,

. . .

, k, that are used to explain

variations in the natural log of the price.

7.17 Coefficients of the semi-log hedonic regression are estimated once a year using product characteristics data
and retail prices obtained from the Internet and third party databases. All other things being equal, a
coefficient represents the impact of a given product characteristic on price movement.

7.18 For the Internet access services elementary aggregate, a double log functional form is used. Statistical
analysis found that this model better explained the variation in prices of various consumer bundles offered
by several Internet service providers. This means the natural logarithm of price is explained by the logarithm
of the explanatory variables. The formula is:

(7.2)
Where:

/3; is a range of effects for a set of k characteristics X; , i = 1, 2,

. . .

, k, that explain variations in

the naturallog of the price.

7.19 The option cost method is another explicit approach for making quality adjustments to entering POs in the
CPI sample. This technique relies on having data about the specific costs for adding options or quality
characteristics to a product. In this explicit method, an adjustment to the last observed price of the exiting PO
is made so that it can be compared with the observed price of the entering PO. The option cost method is
most commonly used for products where the manufacturer or retailer provides pricing details for the available
product characteristics. The CPI uses the option cost method in the elementary aggregates corresponding to
the Purchase of passenger vehicles index.

7 .20 Expert judgment has, in the past, been a predominant practice for explicit quality adjustment in the CPI. This
relies upon an employee with expertise in a particular product market to assess and give a valuation to
differences in quality between exiting and entering POs. However, the practice of quality adjustment by expert
judgment is not arbitrary88 and follows procedural guidelines for choosing the most plausible quality ratio
between exiting and entering POs. The expert judgment method is primarily used for elementary indices
under the Clothing and footwear major aggregate.

7.21 The option cost and expert judgment explicit approaches to quality adjustment are used in the CPI for cases
where a complex decision has to be made, and where it is not appropriate to apply an implicit method such
as overall mean imputation.

88. The expert judgment method has been evaluated internally by Statistics Canada using variance analysis (ANOVA). The goal of this analysis
was to test whether average price differed according to the characteristics relied on by the subject matter experts. In 85% of cases the
characteristics used by the expert were those which explained differences in average prices.

44

62-553-X

Statistics Canada

262
The Canadian Consumer Price Index Reference

Chapter 8 Weights and Basket Updates
Meaning and Construction of the Consumer Price Index Weights
8.1

The Consumer Price Index (CPI) basket weights are expenditures derived primarily from the Survey of
Household Spending (SHS) for a given reference year.89 The basket weights are actually hybrid expenditures,
meaning that the prices and quantities of the expenditures come from different periods. Hybrid expenditure
weights are essential to the fixed- basket concept of the CPl.90

8.2

Generally speaking, the SHS is designed to provide information on spending by private households that is
detailed enough for, and consistent with the CPI scope and definitions. The CPI weights are constructed from
aggregate household expenditures. This type of weighting, known as plutocratic, implies that each household
contributes to the total weight of an elementary aggregate proportionally to their respective spending.91

8.3

For the most part the SHS is used to derive the weights for the elementary aggregates by concording the
SHS estimates to the product and geographical classifications of the CPI. However, the SHS sometimes
does not provide sufficient detail and thus basket weights are in some instances constructed from alternative
sources.

8.4

The basket weights for the Replacement cost and Mortgage interest cost elementary indices are two
examples in which supplementary data are required to construct the weight. 92 Additionally, alternative data
sources which include other Statistics Canada surveys, administrative data and scanner data from retailers
are used to break down aggregate expenditures further for product classes in which the SHS does not provide
sufficient detail.

8.5

Supplementary data are also used to confront specific SHS expenditure estimates which may be suspected
of bias. For example, expenditures for alcohol and tobacco are often thought to be under-reported in
household expenditure surveys, as the survey estimates are typically lower than reported in retail sales and
government excise tax revenue data.93

8.6

8. 7

At the time of a basket update, Statistics Canada also uses the Bortkiewicz-Szulc decomposition to evaluate
expenditures used as basket weights.94 This method compares relative changes in quantities with the
corresponding relative changes in prices in order to assess the reliability of the expenditure weights.
Assessing the quality of expenditure data also helps Statistics Canada determine the number of basic classes
in the CPI (that is, the levels in the product and geographical classifications at which the quantity weights are
fixed for the duration of a basket).95

8.8

Basic classes are determined based on the availability and quality of the consumer expenditure data as well
as the stability of the distribution of spending within elementary aggregates. For example, if the distribution
of consumer spending within a given elementary aggregate changes frequently, then it is may be
advantageous to allow the quantities in the expenditure weight to be updated when new information on
consumer spending is available. In such a case Statistics Canada will designate the basic class to be the one
above the elementary aggregates where quantities may be updated during the life of the basket.

8.9

The practice of changing the quantities below the basic class level between basket updates provides benefits
in that it allows for new information on consumer spending to be incorporated into the CPI in a timely manner.

89.
90.
91.
92.
93.
94.
95.

Statistics Canada, Survey number 3508.
The calculation of a fixed-quantity-weighted price index is discussed in Chapter 6. However, the quantities themselves are not directly
observed, but are rather implicitly contained in the expenditures.
ILO et al. (2004), paragraph 18.2.
The treatment of owned accommodation in the Consumer Price Index is discussed in Chapter 10.
The quality of expenditure data are evaluated using outlier detection across basket reference years, micro data analysis, as well as
coefficient of variation (CV) analysis.
Chaffe et al. (2007).
The meaning and use of basic classes in the Consumer Price Index is discussed in Chapter 4.
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Updating the Consumer Price Index Basket
8.10 The process of updating the CPI basket is to make the weights assigned to elementary aggregates
representative of current consumer spending patterns. In the past, the basket for the CPI was updated every
four to five years96 using new expenditure data from the most recent SHS. Starting with the 2011 basket
update, the CPI weights are updated biennially. While there is no rule as to how often a CPI basket should
be updated, there is general agreement among CPI compilers that more frequent basket updates are
preferred.97

8.11 In addition to updating and assuring the quality of the weights, the exercise of a basket update also provides
an opportunity to review and update other aspects of the indices which may include:

8.11.1 Changing the product and/or geographical classifications to be more representative.
8.11.2 Reviewing and updating the sample of representative products and outlets.
8.11.3 Updating weights below the elementary aggregate level.
8.11.4 Reviewing methods and concepts for the elementary indices.
8.11.5 Updating documentation and products for dissemination.
8.12 The final stage of a basket update is to chain-link the new fixed-quantity basket to the old fixed-quantity
basket in order to produce indices that are a continuous time series. For this reason, the CPI is referred to
as a chain of fixed-basket indices.

Chain-linking Indices Across Baskets
8.13 Published consumer price indices are calculated as a chain of fixed-basket indices. This means that a
sequence of fixed-basket indices have been chained together to create a continuous time series. This type
of chaining is not to be confused with the calculation of monthly chained indices98 but rather refers to the
process of chaining indices across baskets. This is necessary to avoid having breaks in an index when a
basket update is performed.

8.14 Chain-linking indices across baskets takes place at the time of a basket update. In order to chain indices
across baskets, hybrid expenditure weights for the old and new baskets must be expressed at the prices of
a common period. This common period is called the link month.

8.15 Link month weights are obtained by price-updating the original expenditure weights to obtain the hybrid
expenditures expressed at prices of the link month.

8.16 Since the basket reference period b of the CPI is a full year, a process called weight adjustment is necessary
to obtain monthly hybrid expenditures for the link month. Monthly hybrid expenditures for the link month are
calculated in two steps.

8.17 First, the annual expenditures for the basket reference year b are divided by the average price change for
the basket reference year. This calculation provides a monthly expenditure, called the initial value, for the
month preceding the basket reference year b. This first step implicitly assumes that the quantities of the
basket are constant for each month of the basket reference year.

8.18 In the second step, the initial values are price updated to the link month in order to express the value of the
fixed quantities of the basket at the prices of the link month.99 Once the link month hybrid expenditures for
the new basket are obtained, aggregate indices can be calculated using the new basket.

96. A chronology of basket updates of the Consumer Price Index is provided in Chapter 11 and Appendix C.
97. One of the findings of Boskin et al. (1996) was that having more current expenditure weights could reduce the substitution bias in a
Consumer Price Index.
98. The monthly chained form of the Lowe index is discussed in Chapter 6.
99. Statistics Canada publishes two sets of Consumer Price Index basket weights. One expresses the values of the fixed-quantity basket at
basket reference prices and the other at basket link month prices. Statistics Canada, Survey number 2301.
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8.19 In the month following the basket link month, price indices calculated using the new basket are multiplied by
the index levels previously published for the old basket.
8.20 Chain-linking of indices is done separately for each basic class.10° Currently the CPI is published with an
index reference period of 2002=100. In 2002 the CPI was based on the 1996 basket. Since the 1996 basket
there have been six basket updates with the following link months:
>

2001 basket linked in December 2002;

>

2001 revised basket linked in June 2004;

>

2005 basket linked in April 2007;

>

2009 basket linked in April 2011;

>

2011 basket linked in January 2013 and

>

2013 basket linked in December 2014.

8.21 Following the introduction of the 2011 basket, any chain-linked index with an index reference period of
2002=100 is a chain of six fixed-baskets (8.1).
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2004 as the price reference period, calculated

2001 revised basket;

is an index for June
calculated using the

1i

2007 as the price reference period, calculated

2005 basket;

is an index for April 2007 with June
using the

1

2013 with April 2011 as the price reference period,

is an index for April 2011 with April
using the

1;�;{

2014 with January 2013 as the price reference period,

2011 basket;

calculated using the

1;f:(;,;2007=Apr2011

2013 basket;

is an index for December
calculated using the

I��;;

2014 as the price reference

2004 with December 2002 as the price reference period,

2001 basket;

is an index for December 2002 with 2002 as the price reference period, calculated
using the

1996 basket.

100. It should be noted that the method of chain-linking indices across baskets is such that aggregate indices are not the direct average of
their respective sub-indices. In exceptional cases, this may cause the level of an aggregate index to fall slightly outside the range of its
sub-indices. ILO et al. (2004), paragraph 9.113.
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Contributions to Index Percentage Change Across Baskets
8.22 The calculation of contributions to percentage change must be modified when the 12-month percentage
change of an index spans two baskets, that is, when a basket update was performed between the two periods
of comparison (period t and period t-12). This is because indices chained across baskets are computed using
more than one fixed basket. Hence there can be no single expression of the importance (weight) of each
sub-aggregate.101

(

8.23 The 12-month contribution to change for a composite price index that is chained across two baskets
/0:1
�,1_12 1 is calculated in two parts. The first relates to the old basket and the second to the new basket.
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Where:

12 1d
w;- -0 is the weight of component i according to the old basket valued at the t-12 period price;
w:i k _ ew is the weight of component i according to the new basket valued at the link month period
n

n

price; and

1�-1 2:/i k is the aggregate index in the link month with price reference period t-12.
n

8.24 When calculating contributions to 12-month percentage change on an index that spans across two baskets,

it is possible that the summed old basket contributions and summed new basket contributions have opposite

signs (+/-). The resulting contribution to the 12-month percentage change in the aggregate index could
therefore have the opposite sign of the corresponding 12-month percentage change in the index. In other
words, a given sub-aggregate can have a positive 12-month contribution to its aggregate while posting a
negative 12-month price change and vice-versa.

101. Contributions to price index change are discussed in Chapter 2.
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Rebasing an Index
8.25 As discussed in Chapter 2, the index reference period or index base period is the period in which the index is
set to equal 100. For the CPI, the index base period is usually a calendar year expressed as "index year=100".
Currently the index base period for the CPI is 2002=100. However, the index reference period of the CPI is
changed periodically to coincide with the index base period of other major economic indicators produced by
Statistics Canada. The process of changing the index base period is known as rebasing.

8.26 There are many reasons why users may need CPI series with index base periods other than those used in
the published CPI. For example, they might need a series whose index reference period corresponds to the
starting period of a particular wage or payment contract, so they can easily calculate the adjustments to be
made. Those interested in comparing consumer price changes between countries might need a CPI series
on an index reference period that corresponds with the index base period of another country. The need to
change the index base period of CPI series may also result from the technical requirements of an index
computation procedure, such as chain-linking across baskets.

8.27 The rebasing of an index (that is, its conversion from one index reference period to another) is an arithmetic
operation that does not affect the rate of price change measured by the series between any two periods. To

t

rebase an index p to express it for a new index reference period g, all values in the index time series are
divided by a constant. This constant p:h is an index for price observation period h (which will be the new
index reference period) with the initial index reference period g. The calculated results are then multiplied by
100 in order to obtain the new rebased index, with index reference period h equal to 100.

(8.3)
Where:

!ht is the index for a price observation period t with the new index reference period h;
t
p is the index for a price observation period t with the initial index reference period g; and

Ig:h is the index for price observation period h with the initial index reference period g.
8.28 As an example take the All-items CPI for Canada published with an index reference period 2002=100. An
2002:t
. These indices have been converted
extract of this series is shown in Table 8.1 in the column headed J
into the following two new index reference periods: January 2012=100 and 2012=100. They are presented
in Table 8.1 in the columns headed
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Table 8.1
Example of Index Rebasing

Jan-12

120.7 100.0=

99.2=

2002:.Tan20!2
120 7
· xlOO
2002:.lan2012 xlOO=-J
120.7
J

---

2002:.hm2012
120 7
1
���x100=
·xlOO
20!2:.Tan20!2
J
121.7
-

Feb-12

121.2

100.4

99.6

Mar-12

121.7

100.8

100.0

Apr-12

122.2

101.2

100.4

Ma -12

122.1

101.2

100.3

Jun-12

121.6

100.7

99.9

Jul-12

121.5

100.7

99.9

121.8

100.9

100.1

122.0

101.1

100.3

Oct-12

122.2

101.2

100.4

Nov-12

121.9

101.0

100.2

Dec-12

121.2

100.4

99.6

2012 avera e

121.7

100.9

100.0

Jan-13

121.3

100.5

99.7

Feb-13

122.7

101.7

100.8

Mar-13

Jun-13

122.9

101.8

101.0

122.7

101.7

100.8

123.0

101.9

123.0 101.9 =
2002:.Tun2013
J
123
---x
2002:.Tan2012 100=--x100
120.7
J

101.1
101.1 =
2002:.Tun20!3
123
J
x100
2012:.Tan2012x100=
12l.7

----=��

--

1

Source: Statistics Canada, CANSIM Table 326-0020.

8.30 Since all indices in any given column of Table 8.1 are derived from original indices with an index reference
period 2002=100 divided by a constant, the rate of price change in all the rebased series is the same as in
the original series. Small differences in percentage changes may result due to rounding when average index
values are calculated. It should be noted, however, that differences between index levels, sometimes referred
to as differences in index points, vary with the change of the index reference period. Therefore, users who
would like to use the

CPI for purposes of indexation are advised to use the rate of price change (the

percentage change between index values) rather than using the difference in index points.
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Chapter 9 Reliability and Uncertainty
9.1 The Consumer Price Index (CPI) is widely used and trusted by Canadians. The index is never revised, which
means it can be used to settle contracts without concern that those contracts may have to be reopened at a
later time. The index release dates are typically announced a year in advance and firmly adhered to. The data
usually become available three weeks after the price observation period. The index is available in considerable
detail and without charge from Statistics Canada.102

9.2

As a sample-based statistic, the CPI, like all such statistics, cannot with 100% accuracy estimate the
underlying (but unobserved) 'true' value it aims to measure. Nevertheless, the size of any statistical error or
bias associated with the CPI is likely to be small enough to be within the range of tolerance of most users.

9.3

This chapter is about the error and bias properties of the CPI. Error refers to non-systematic inaccuracies
introduced potentially at all stages of estimation. Errors which are systematic, meaning they lead to consistent
over- or under-estimation of the phenomenon being measured, are called biases.103

9.4

The goal of this chapter is to inform users about the various ways in which statistical and non-statistical error
gets into the CPI and the steps taken by Statistics Canada to minimize the error. The chapter is organized
under two main themes. One is the error associated with the estimation of indices at the lower level, while
the other discusses the error entering into the calculation of the CPI at the upper level.

Error at the Lower Level of Consumer Price Index Calculation
9.5

Since elementary price indices are derived from statistical samples, they are subject to sampling errors.
These errors will surely have sampling variance104 and they may also have statistical bias, although efforts
are made to minimize any such bias.105 Other things being equal, a larger sample size should yield a smaller
sampling variance for a given elementary index.

9.6

Most of Statistics Canada's surveys have samples drawn randomly from a frame of all in-scope units.
Information about the number and size of units in the statistical population makes it possible to analyze the
sample properties and calculate estimates of the variance and bias associated with any calculated estimates.
If this were the case for the CPI it would be possible to report, for each elementary price index, a
corresponding estimate of its sampling variance and bias. However, no comprehensive frame of all consumer
products is available and for this reason it is generally not possible to estimate the variance and bias of
elementary price indices.

9.7

For a small number of elementary aggregates in the CPI - notably drivers' licenses, passenger and vehicle
registration fees - a single price rules the market within each geographical stratum. As a result, these
elementary price indices do not have sampling error.

9.8

There are also cases where, although prices vary, information is available on virtually all consumer
transactions and therefore estimates of price change have minimal sampling error. An example of such a
case is the Tuition fees index in the CPI where data are available on prices and enrolment by program for
every university.

102. Availability of the Consumer Price Index data from Statistics Canada is discussed in Chapter 2.
103. Statistics Canada (2003), paragraph 3.4.2.
104. Sampling variance is the extent to which the estimate of a characteristic from different possible samples of the same size and the same
design differ from one another. Statistics Canada (2003), paragraph 3.4.1.
·

105. The current Canada-level sample size for.each basic class in the Consumer Price Index is shown in Appendix 8.
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9.9

In the CPI there are also some elementary price indices that are not calculated via sampling and price
observation, but rather by imputation.106 For the most part these elementary aggregates are individually small
residual groupings of products that serve to make the classification exhaustive.107 The statistical error of
these imputed elementary price indices would be similar to those of the donor indices. Since many of these
imputed elementary price indices are "catch-all" categories, which are individually and small and dispersed
across the CPI basket, it is unlikely this estimation method results in a significant increase in the error of the
CPI.

9.10 In an ideal, simple situation an elementary aggregate would refer to a group of homogenous products and
accurate information on the prices and quantities of all consumer transactions would be available in a timely

manner. In such a case, the average transaction price (unit value) for one month divided by the average price
in the previous month would provide an accurate estimate of price change for the elementary aggregate.
9.11 In reality, product classes are rarely fully homogeneous and full transactions information is rarely available.

For this reason elementary price indices must be estimated using sampling methods.108 Additionally,
elementary aggregates in the CPI usually include many varieties of competing products and outlets entering
and exiting the market. Because of these complexities, which are common to most elementary aggregates,
there is potential for error at the lower level of CPI estimation.
9.12 The general sampling approach for the CPI involves three stages.109 Two of the stages (geography and
outlets) use full or partial frames for the selection of sampling units. However, there is no comprehensive

frame for all products that consumers buy. Therefore, in the vast majority of cases, the third stage, in which
representative products are designated, is done judgmentally. Sampling error can be introduced at any of the
stages of the sample selection process. The potential for sampling error is greater in the selection of outlets
and greatest for products because there is no comprehensive frame from which to select units for sampling.
Since the CPI sample is selected using some partial frames and judgmental methods it is not possible to
estimate accurately the sampling error of elementary price indices.
9.13 Error at the lower-level of the CPI may arise because of delays in introducing new products into the sample
in a timely manner. The matched-model approach used in the CPI requires comparison of identical product
offers (POs) over time and as a result there is a delay between the time when new products appear in the

market and when their corresponding price movements are captured in the CPI. This type of error can never
be completely eliminated while continuing to use the matched model approach. However, such errors can be
mitigated with improved and timely sample management.110

106. The assumption behind the treatment of these elementary aggregates is that the price movements of their unobserved products move in

parallel with the price movement of observed products in the donor class. The sampling strategy for the Consumer Price Index is discussed
107.

108.
109.
110.

52

in Chapter 5.
Individually these elementary aggregates hold a small weight in the Consumer Price Index (CPI) basket. Together, they represent
approximately 12% of the CPI by expenditure weight according to the 2013 basket. Statistics Canada, Survey number 2301. Indices
calculated via imputation can be seen in Appendix B as the basic classes with a sample size of zero.
The sampling strategy for the Consumer Price Index is discussed in Chapter 5.
The sampling strategy for the Consumer Price Index is discussed in Chapter 5.
The sampling strategy for the Consumer Price Index is discussed in Chapter 5.
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9.14 As with new products, a delay in the introduction of new outlets into the CPI sample can be a source of error.

In a competitive retail market, new outlets appear from time to time offering different levels of services or
prices. As a result consumers may change where they shop. The CPI does not immediately capture price
movements resulting from changes in the retail landscape because the outlet sample is not redrawn every
month. As a result, error from outlet substitution can occur.111 To counteract this type of error, the CPI outlet
sample needs to be refreshed frequently to capture price movements in new outlets.
9.15 Bias arising from the emergence of new outlets occurs when new stores enter the market offering lower

prices, thereby inducing consumers to switch outlets. Again this is a difficult source of potential bias to avoid
completely, but efforts are made to refresh the outlet sample periodically to minimize this kind of bias.
9.16 Other types of error associated with the estimation of elementary price indices include various processing

and clerical errors. Error can arise due to the various corrections and adjustments that are made to collected
prices. The different methods used to adjust for quality change in the CPI can be imperfect and as such
represent a source of error. However, effort is taken to continuously review the methods used and ensure
the most appropriate quality adjustment methods are applied. Previous studies have found little indication
that quality adjustments across the elementary aggregates of the CPI are consistently biased in an upward
or downward direction.112
9.17 Clerical errors might occur when POs are being recorded by the price interviewers. However, efforts are

made to minimize errors of this kind. The Computer Assisted Personal Interviewer (CAPI) devices used by
the price interviewers include automatic tolerance checks and alert the price interviewers of any suspicious
values as they are transcribed. In addition, once the data have been transmitted to Statistics Canada
headquarters they are subjected to further verification and analysis. When unusual prices or price movements
are detected, subject matter experts sometimes send a "Request for Additional Information" memo back to
the price interviewers to obtain additional explanatory information on the PO.
9.18 Consumer Price Index calculations are carried out with computer software, which largely eliminates the
possibility of arithmetic errors. However, the potential for programming errors is present. In 2001 a new
methodology was introduced for the Traveller accommodation elementary price index and errors were made

in programming the algorithm for the new method. When the error was discovered and corrected a few years
later, it was found to have caused a downward bias in the elementary index. Since that time, more rigorous
testing procedures have been put in place to ensure such errors do not go undetected.
9.19 The CPI sampling strategy makes use of sample frames when selecting geographical collection areas, outlets
and some products.113 These frames can be subject to different types of error. For instance, there are likely
to be delays in updating the outlet frame to include new in-scope units and to remove units no longer in scope.
In addition, information about the size of individual units - typically sales data - are also subject to possible
error. Some of this information comes from administrative data sources such as tax records and some is
derived from other Statistics Canada surveys. In either case, the unit size information is typically subject to

both sampling and non-sampling error.

111. Hayman (2006).
112. Rossiter (2005) and Sabourin (2012). Kryvtsov (2013) demonstrates that quality adjustment bias by itself is very small in the Canadian
Consumer Price Index.
113. The sampling strategy for the Consumer Price Index is discussed in Chapter 5.
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Error at the Upper Level of Consumer Price Index Calculation
9.20 The calculation of price indices at the upper level of the CPI is accomplished using the Lowe price index
formula. To estimate any particular aggregate index, a weighted average of its component elementary price
indices is calculated. There are two possible sources of error in this calculation, both of which relate to the
basket weights used in the aggregation. The first refers to errors that could be present in the expenditure
estimates used as weights. The second is substitution bias which stems from the use of the Lowe formula at
the upper level.

9.21 The Survey of Household Spending (SHS) and additional data sources used to derive the CPI basket weights
are all subject to both sampling and non-sampling error.114 Statistical errors in the CPI basket weights can
have an important effect on measured price change for aggregate price indices in the short run. However,
empirical studies suggest variations in the basket weights are unlikely to have a big impact on the calculation
of the All-items CPI over longer periods of time.115

9.22 The other potential source of error with respect to the basket weights is referred to as upper-level substitution
bias. This bias arises because of the use of the Lowe formula, which is an asymmetrically weighted fixed
basket price index. Because the weights are obtained from a year that precedes the price reference period,
the expenditures are not likely to be fully representative of consumer spending patterns in the price
observation periods. This is because consumers tend to adjust their spending habits in response to changes
in relative prices, buying more of the products whose prices have fallen or risen less rapidly, while reducing
their purchases of products whose prices have increased the most. In other words, they substitute towards
relatively cheaper products from relatively more expensive ones. The asymmetrically weighted fixed-basket
formula of the CPI does not account for these types of changes in consumer spending until a basket update
is performed.

9.23 Unlike the Lowe formula, there are five known symmetrically weighted price index formulae116 which are
theoretically free from upper level substitution bias. These index formulae use expenditures from both the
price reference period 0 and the price observation period t and therefore account for product substitutions
that consumers may make. In this regard they are representative of consumer spending for the periods in
which price change is being calculated.

9.24 While it would be preferable to calculate the CPI using a symmetrically weighted price index formula, current
period expenditure weights are not available to support a timely production of the CPI. The non-revision
policy117 of the CPI also does not facilitate the use of forecasted current period expenditures in the calculation
of the official CPI.

9.25 While maintaining the use of the Lowe formula, steps are taken to reduce the upper level substitution bias by
updating the expenditure weights frequently and implementing them with minimal time lag. Statistics Canada
took a major step forward in this regard when it switched from a four-year basket update cycle to a two-year
cycle and implemented the 2011 basket with the release of the February 2013 CPI. In addition, the lag with
which the new basket was implemented was reduced from 18 months to 15 months.118

9.26 Upper-level substitution bias in the CPI can be estimated "after the fact" for past periods by comparing the
results of the official CPI calculated with the Lowe formula to those calculated using one of the five
symmetrically weighted indices, once the expenditures data become available.119

114. The Consumer Price Index basket weights are discussed in Chapter 8.
115. Chiru (2005).
116. The symmetrically weighted price index formulae are: Fisher, Tornqvist-Theil, Walsh, Drobisch and Marshall-Edgeworth. The results of
these indices tend to be extremely close to one another as shown in Huang et al. (2013). Some of these formulae are shown in Appendix
A.
117. The availability and non-revision policy of the Consumer Price Index are discussed in Chapter 2.
118. A chronology of basket updates of the Consumer Price Index is discussed in Chapter 11 and displayed in Appendix C.
119. Huang et al. (2013).
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Chapter 10 Treatment of Owned Accommodation and Seasonal
roducts
Concep�s Surrounding the Treatment of Owned Accommodation
10.1 The treatment of owned accommodation is one of the most difficult problems encountered when constructing
consumer price indices. There is probably no other component that is treated in so many different ways by

statistical agencies of various countries. The different treatments are in response to both the complex nature
of homeownership, which creates problems in identifying and measuring price changes associated with
homeownership, and the diversity of users' requirements with respect to the Consumer Price Index (CPl).120
10.2 Conceptually, an owner-occupied dwelling may be regarded as either a capital good or a consumer good, or
both. Statistical agencies that adopt the former view exclude owned accommodation from their consumer

price indices. In other words, no effect of price changes associated with the cost of purchasing and using
owned accommodation is reflected in the CPI.
10.3 Agencies that regard owner-occupied dwellings as consumer goods have several options. One approach is
to treat owner-occupied dwellings the same way other durable goods are treated in the CPI, that is, by using
the value of net purchases of dwellings in a specified year to derive the basket weight of the index and

purchase prices of dwellings to measure price changes for the owned accommodation component.
10.4 A second approach is to take into account the shelter services that are provided by owned accommodation.

Since these services, in themselves, are not objects of market transactions, their price movement can only
be imputed from other series, such as the rent price index. When this rental equivalence approach is strictly
applied, the basket weight assigned to the owned accommodation component is based on the estimated
rental value of owner-occupied dwellings. The rental equivalence approach has the merit of being consistent
with the conventional treatment of owned accommodation in the "Personal expenditure on consumer goods
and services" component of the Canadian System of National Accounts (CSNA).121
10.5 Thirdly, the statistical agencies of several countries represent the price movement of the services provided
by owner-occupied dwellings with indicators that estimate the effect of price changes on the cost of using

dwellings. However, not all countries use the same cost elements. When this user cost approach is applied,
the basket weight assigned to owned accommodation is derived from actual or imputed cost elements
(imputations may be made for unobserved costs such as the forgone interest on the homeowner's capital
invested in the dwelling). Some countries decline to include any imputed cost components in the owned
accommodation index. Only expenses involving actual cash disbursements are thus included, so this
approach is referred to as a money outlays variant of the user cost approach.
10.6 The owned accommodation component seems to be a good illustration of the truism that no single series of

consumer price indices can serve well all purposes for which the CPI is commonly used. For example, the
rental equivalence approach is fully satisfactory when indices are to be used for deflating the current dollar
series within the "Personal expenditure on consumer goods and services" component of the CSNA. This is
because the estimated rental value of owner-occupied dwellings is conventionally included in that statistical
program. Similarly, if a consumer price index is intended to measure retail price changes, then the movement
of current prices of dwellings (and possibly, the movement of current mortgage interest rates) ought to be
reflected in the index of owned accommodation.

120. Baldwin et al. (2009).
121. Statistics Canada (2008).
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10.7 Neither of these approaches, however, seems to be particularly suitable for measuring the effect of price
changes on the purchasing power of the consumer dollar. The use of the rental equivalence approach for
this purpose is questionable, because the purchasing power of homeowners is neither directly dependent on
rent changes nor is it necessarily correlated with these changes, especially in the short-to-medium term. The
use of current changes in dwelling prices is not appropriate for the above purpose either, because most
homeowners continue to pay for their dwellings during many years after the purchase. Accordingly, the
purchasing power of homeowners at any time is affected by price levels in the dwelling's purchase year,
rather than just by those in the current year.

Treatment of Owned Accommodation in the Consumer Price Index
10.8 The treatment of owned accommodation in the CPI does not truly conform to the basic definition of the CPI
as a price index associated with a fixed-basket of products purchased by the target population. Moreover,
owned accommodation is not treated in the CPI in the same manner as other durable goods. This special
treatment is justified by the fact that owner-occupied dwellings have, in general, much longer useful lives,
higher values and more complicated terms of payment than other durable goods. Although these differences
are of a quantitative rather than of a qualitative nature, they are important enough to be taken into account in
the computation of the CPI. For instance, mortgage credit is generally considered to be an integral part of
purchasing a home, so it would not be ideal to disregard the effect of changing mortgage interest costs on
the overall shelter price index. In addition, since mortgage payments for purchased dwellings are spread over
many years, it is desirable to take into account not only their current, but also their previous prices in order to
produce an appropriate indicator of price-induced changes in the purchasing power of the consumer dollar.
These problems seem to affect other durable goods, including high-value goods such as automobiles, to a
lesser extent.

10.9 The treatment of owned accommodation in the CPI follows neither the money outlays approach nor the
opportunity cost approach. The owned accommodation index is not a money outlays index because of its
replacement cost component, depreciation being an imputed cost rather than an actual expense. The owned
accommodation index is not consistent, either, with an opportunity cost approach because it excludes other
imputed elements that are generally regarded as part of the opportunity cost, such as forgone interest on
invested capital and capital appreciation.

10.10 It follows that the solution to the treatment of owned accommodation is a matter of determining the principal
purpose(s) that the CPI is designed to serve. There are several, sometimes competing, uses of the CP1.122
As with the rest of the index, the approach taken with respect to owned accommodation must attempt to
find balance between the purposes for which it serves. The treatment of owned accommodation in the CPI
serves well the purpose of providing an adequate indicator of price-induced changes in the purchasing
power of the consumer dollar. In particular, it is meant to measure the impact of price changes on a selection
of costs specific to homeowners.

122. The uses of the Consumer Price Index are discussed in Chapter 2.
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10.11 The price index for the owned accommodation aggregate class, like those for other CPI classes, is
calculated as a weighted average of elementary indices. Each elementary index represents the price
movement for a given element of homeowners' costs. These costs relate to the stock of dwellings that is
identical or equivalent to the stock actually owned by the target population at the end of the basket reference
period. Thus, the indices for owned accommodation measure price-induced changes in the cost of using a
fixed stock of dwellings, while, for other CPI classes, they measure price-induced changes in the cost of
buying a fixed basket of goods and services. Six homeowners' costs are included as elementary indices
under the owned accommodation aggregate class:
•

mortgage interest cost

•

replacement cost

•

property taxes

•

homeowners' home and mortgage insurance

•

homeowners' maintenance and repairs

•

other owned accommodation expenses

10.12 Basket weights for these cost elements, except for replacement cost, have been derived from household
expenditures reported in the Survey of Household Spending (SHS) for the basket reference period. The
basket weight for replacement cost, considered equal to the annual depreciation of the stock of owner
occupied dwellings, is estimated to be 1.5% of the estimated market value of this stock at the end of 2013.123

10.13 The mortgage interest cost index is intended to measure price-induced changes in the amount of
mortgage interest owed by the target population. There are two price factors that contribute to these
changes through time. First, changes in dwelling prices affect the initial amount of debt; hence they also
affect the amount of principal outstanding in subsequent periods. Second, given the amount of principal
outstanding, the amount of mortgage interest payments is determined by changes in the price of credit (that
is, mortgage interest rates). Consequently, the mortgage interest cost index (with the price observation
period t and the price reference period 0) is defined as a product of two indices (10.1).

(10.1)
Where:

Ho:t is an index that estimates the effect of changes in dwelling prices on the amount of principal
outstanding, assuming a fixed stock of mortgaged dwellings and constant conditions of their
financing; and

lo:t is an index that estimates the effect of changes in interest rates on the amount of mortgage interest
owed, assuming a fixed amount of principal outstanding.

123. The value of land is not included in the Consumer Price Index basket weight for replacement cost. The rationale for using the 1.5% rate
can be found in Kostenbauer (2001).
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10.14 The index Ho:t is derived by comparing the average level of dwelling prices in the 25-year interval prior to
the price observation period

(t)

of the index with the average level of dwelling prices in the 25-year interval

prior to the price reference period (0).124 The procedure is based on the assumption that the dwelling price
at the time the debt was initially contracted affects the amount of principal outstanding at any given time.
Hence, the total amount of principal currently outstanding for the population of homeowners depends on
dwelling prices from all the past periods in which their mortgages were initiated. The index of the effect of
dwelling prices reflects this assumption, although with some further qualifications.

10.15 Prices from various past periods do not equally affect the current total amountof principal outstanding.
Dwelling prices from remote periods normally have less influence than do prices from more recent periods
because, in general, the older the mortgage the larger the proportion of debt that has already been paid off.
This pattern is evident in the distribution of principal outstanding by mortgage age, derived from household

expenditure data estimated in the SHS. The pattern is reflected in the index by using weights inferred from
this distribution. They decrease with the age of the mortgage, giving less importance to dwelling prices from
earlier periods.

10.16 The actual distribution of principal outstanding by mortgage age, however, depends not only on this general
rule of decreasing importance, but also on various conditions prevailing in specific past periods such as the
price level of dwellings, the volume and quality of the stock of dwellings mortgaged and the conditions of
mortgage financing.125

10.17 The effect of varying price levels is removed by converting the amounts of principal outstanding reported in
the basket reference period to the basket reference period price level, whatever the period of mortgage
initiation. The resulting figures represent the unpaid portions of the dwelling stock that were initially
mortgaged in those past periods, expressed in volume (quantitative) terms. This price-corrected distribution,
after further smoothing to remove the effect of other irregular factors, is used as a model to derive weights
assigned to mortgages of various ages.126

124. The New Housing Price Index is the source of data on dwelling price movements that has been used in the Consumer Price Index since
1970. The index is published in Statistics Canada. Capital Expenditure Price Statistics, Catalogue No. 62-007, Quarterly. The prices

used for these series are contractors' selling prices for new dwellings (including land), collected from builders in more than twenty cities.
125. To eliminate the effect of irregular and cyclical variations, the weights used in the index are based on a model distribution of principal

outstanding by mortgage age, rather than on the basket reference year distribution.
126. Separate models were established for five regions of Canada. They were derived from the actual 2013 distributions of principal outstanding
by year of dwelling purchase, assumed to be the same as the year of mortgage initiation. Mortgages older than 25 years were eliminated
because their number proved to be very small. Next, the amounts of principal outstanding reported in the 2013 Survey of Household

Spending (SHS) as initiated in a given year, were converted from the price level in the mortgage initiation year to that in 2013. This was
done by means of the New Housing Price Index series (including land). Then, these constant dollar values were adjusted to a semi
logarithmic function of mortgage age, expressed in years. The function provides a good approximation of the actual 2013 distributions,
while eliminating the effects of cyclical and irregular variations. Finally, monthly values were interpolated from the adjusted annual values.
They are assigned as weights to the level of dwelling prices from the month that precedes the observed period or the base period of the
index by the mortgage age figure in the model.
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10.18 Due to this design, the variation of the index H0:1 which estimates the effect of changes in dwelling prices
is not affected by non-price factors such as changes in the volume and quality of the stock of mortgaged
dwellings or in the proportion of debt that is paid off on mortgages of equal age. The index represents a
special case of a fixed-basket price index, which may be presented as follows

(10.2).127

300

LP1-g
xqg
I
g�

(10.2)
Where:

g is the age of the mortgage debt, between 1 and

300 months (25 years),

counted from the time

of the initial mortgage contract to the price reference period O;

_p1-g and

po-g

t-g and 0-g, respectively,
mortgages of age g in the model

are the average dwelling price levels in periods

for a stock of dwellings that is equivalent to that with
distribution; and

qg

is the implicit stock of mortgaged portions of dwellings with loans of age

g,

estimated

according to the model distribution and expressed in volume terms.

10.19 The index 1°:1 is derived from a standardized function of mortgage interest cost, by comparing its values in
the price observation period (t) and in the price reference period (0). The function is standardized by
assessing the mortgage interest cost with respect to a constant amount of principal outstanding. Due to this
property, the function varies only with the effect of interest rates.

10.20 It is assumed that the amount of mortgage interest cost at any given time depends on interest rates at the
time when the current mortgage agreement was contracted. Hence, it is only through new and renegotiated
mortgage contracts that the current interest rates affect the amount of mortgage interest currently owed by
the population of homeowners. The standardized mortgage interest cost function reflects this assumption
by simulating the initiation and renegotiation of mortgages.

10.21 The first value of the standardized mortgage cost function was calculated for the basket reference period. It
was inferred from data reported by homeowners on principal outstanding at the end of the basket reference
year and on interest rates applicable to their mortgages during consecutive months of that year. In addition,
the above amounts of principal outstanding at the end of the basket reference year and the standardized
amounts of mortgage interest cost inferred for that month were grouped by the expiration month of the
mortgage contracts, again as reported in the SHS of the basket reference year.

127. This formula, though, is not strictly followed in the actual index computation. It is replaced in practice by an equivalent procedure comparing
(dividing) two weighted averages of dwelling price indices, all of which are on the 2013 index time base, that cover a
25-year interval prior to the observed and base periods of the index.
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10.22 For any observed month subsequent to the basket reference year, the standardized mortgage cost function
is derived in a recursive way, from figures already established for the preceding month. The initiation and
renegotiation of mortgages in the month preceding the observed one are first simulated. The amount of
principal outstanding that is assumed to have been entirely paid off128 is reintroduced to represent the newly
created mortgages. Also, the amount of principal corresponding to contracts that are assumed to have
expired is reintroduced to represent the renegotiated mortgages. New mortgage terms129 and current
interest rates130 are then applied to those two amounts of principal outstanding. In this way, the
standardized mortgage interest cost for the observed price reference month is estimated on mortgages that
are assumed to have been created and renegotiated in the preceding month.
10.23 For the remaining mortgages whose contracts are considered to be unchanged, the standardized mortgage
interest cost is simply carried over from the preceding month. This completes the estimation of the
standardized mortgage interest cost function for the observed month. The standardized mortgage cost
function can be presented by the following, recursive formula (10.3).

'°' [ ( Bt-1
A' - A1-1 + L,,.
.
-

old

1,3,5

new

+

B'-1

renew

)

x +
J (1,3,5)

J

x

1-1
,.,
1,3,5

.

(10 3 )
Where:

A1

is the amount of the standardized mortgage interest cost in the price observation period t,
estimated with respect to all mortgages;

A��d

is the amount of the standardized mortgage interest cost in the period t-1, estimated with
respect to the mortgages that did not change (not newly initiated or up for renewal);

( B��'.. B;;; ) is the total amount of principal outstanding in period t-1, estimated with respect to
+

ew

the mortgages newly initiated and renewed;

.1<1,3,5)

is the fraction of principal outstanding that represents contracts with 1,3,5 year terms
among newly created and renewed mortgages; and

Yi'.�.�

is the current mortgage interest rate in period t-1 for contracts of 1, 3 and 5 year terms.

10.24 The replacement cost index relates to that portion of owner-occupied dwellings that is assumed to be
consumed. This is represented by the worn-out structural portion of housing (depreciation of housing) or
the amount a homeowner must spend to maintain the home's market value. The price index for replacement
cost is derived by taking the total value of homes owned in Canada at the end of the basket reference year
and adjusting the total each month by changes in house prices as reflected by the New Housing Price
Index, 131 exclusive of land.

128. It corresponds to the fraction of mortgages one month old in the model distribution of principal outstanding by mortgage age, described
above.

129. Three popular mortgage terms of one, three and five years are assigned, following the distribution of the principal outstanding by terms
in the 2013 Survey of Household Spending (SHS). The terms are also used to assign the expiration dates to newly created and
renegotiated mortgages. Due to this, the standardized cost function and the index of the effect of interest rates can continue beyond the

expiration dates reported in the 2013 SHS.
130. Canada Mortgage and Housing Corporation (CMHC) provides data on monthly average interest rates, for mortgages with the terms of
one, three and five years.

131. Statistics Canada Survey number 2310.
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10.25 The property tax index measures changes through time in the amount of taxes levied on a constant sample
of dwellings in selected municipalities. This sample of property taxes paid, obtained from administrative
sources, is used to obtain an estimate of the average property tax by city. This enters as the price in the
current and previous periods' unit value index calculation.132 Changes in property taxes are reflected once
a year, in the October CPI.

10.26 The homeowners' home and mortgage insurance index measures changes through time in the cost of
insuring a fixed stock of dwellings against a specified combination of perils. This cost varies not only with
changes in insurance rates for given property values, but also with changes in the values of the properties
covered which result from movements in dwelling prices. Consequently, the insurance index is estimated
by multiplying the following two indices:

10.26.1 One that measures the change in the value of the replacement cost of properties using a
third-party insurance data base (estimated quarterly); and

10.26.2 One that measures the change in insurance rates by comparing the cost of identical policy
profiles using data from insurance companies in the sample.

10.27 The elementary indices for Homeowners' maintenance and repairs as well as Other owned accommodation
expenses are estimated using the standard approach for calculating elementary price indices.133

Treatment of Seasonal Products
10.28 The use of the fixed-basket concept to construct consumer price indices creates difficulties when the actual
consumption pattern in the price observation period differs markedly from that of the basket reference
period. In the case of monthly indices, problems may arise due to the seasonality of the quantities consumed
of many goods and services. Some products are subject to seasonal variations in their supply. These include
various services, such as golf memberships or downhill ski lift tickets that are only available for a few months
every year. Other products are subject to seasonal variations in demand. These include many articles of
clothing, such as bathing suits and winter coats. Whatever the cause, any good or service that experiences
seasonal fluctuations in its quantity purchased should be considered a seasonal product.

10.29 The CPI is based on a fixed-basket, constructed from consumer expenditure data for one year. The
representativeness of an annual fixed-basket index in any one particular month is adversely affected if
seasonal products are part of the basket. In a fixed-basket index, a seasonal good or service will have the
same quantity weight in the basket for all months of the year. That quantity will be inappropriately small in
the product's in-season months and inappropriately large in its off-season months. For example, golf
membership will be under-weighted in June's CPI, and over-weighted in December's.

10.30 The treatment of seasonal goods and services is a contentious issue. One effective way of dealing with
seasonal products in a fixed-basket index with weights from a calendar year is to avoid the inclusion of
highly seasonal products in the sample, that is goods or services for which quantity consumed would fall to
zero in any particular month(s) of the year. For example, rather than including golf memberships which are
unavailable in the winter months, instead the CPI could measure price change of indoor rock climbing
passes which are available all year round.

132. The unit value calculation is discussed in Chapter 6.
133. The standard approach for calculating elementary prices indices in the Consumer Price Index is discussed in Chapter 6.
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10.31 The main problem with this approach is that it may diminish the representativeness of certain indices in
certain months. For example, while the CPI aims to measure price change for all in-scope consumer
products, it must inevitably be based on a sample of product offers (POs) for a relatively small number of
representative products134 that are considered to be representative of all goods and services within a
particular elementary aggregate. The problem appears if the price movements of the all-year product, such
as indoor rock climbing passes, are not representative of the price movements of all products included in
the elementary aggregate. This can become particularly problematic in a country with very distinct seasons,
such as Canada, where seasonal products may make up a large proportion of consumer spending. Not
including the price movements of seasonal items could lead to some elementary price indices being
unrepresentative of price change experienced by the target population for that expenditure category.

10.32 Another option for dealing with the challenges associated with seasonal products is to have separate fixed
quantity baskets for all months of the calendar year (seasonal baskets). That is, to calculate the January
index using only the quantities consumed in January, the February index using only the quantities consumed
in February, and so forth. Then a seasonal product would have an appropriate quantity weight in every
month's index of the year. Annual indices for seasonal products would be calculated as weighted averages
of monthly indices so in-season months would be more heavily weighted than off-season months in
calculating the annual price movement. If a good or service was a seasonally disappearing product, it would
not be part of the basket in a month when it is not available in the market.

10.33 The major disadvantage of an index with seasonal baskets is that it does not provide a measure of pure
price change for intra-annual price movements, such as quarterly or monthly changes. First, consider the
fixed-basket index with calendar year weights. If the price of every collected PO showed no change in a
given month, the index would also show no change. Additionally, if the prices of some collected POs in this
fixed-basket index change in a given month, the percentage change of the All-items CPI (or another
aggregate index) will lie between the minimum and maximum percentage changes of the corresponding
sub-indices. By contrast, if the price of every PO in an index with seasonal baskets showed no price change
from month to month, that index may still register an increase or a decrease due to changes in the quantities
of the monthly seasonal baskets. Additionally, the monthly percentage change of an All-items CPI (or
another aggregate index) with seasonal baskets could sometimes stray outside the minimum and maximum
percentage changes of its respective sub-indices.

10.34 Finally, the determination of seasonal basket weights, like all basket weights, is based on consumption
patterns from periods in the past and consequently would not take into account abnormal seasonal
fluctuations in current periods. For instance if bad weather conditions in the current period were to impact
certain fruit or vegetable crops thereby delaying their availability in the market, seasonal baskets based on
past expenditure periods would not account for this.

10.35 The CPI has used two methodologies to deal with seasonal products. From 1961 to April 1973 the CPI
series for seasonal food products were based on seasonal-basket formulae.135 From April 1973 forward all
aggregate price indices are calculated using a fixed-basket Lowe price index formula with calendar year
weights. Price movements for highly seasonal products are imputed in their out-of-season periods.

134.

135.
62

The Consumer Price Index price sample is described as small relative to the enormous number of consumer products available. Available
resources and other operational and conceptual challenges make it impossible to collect prices for all products bought by Canadian
consumers. Furthermore, it is not necessary to sample all products bought by consumers if a representative sample of prices is drawn.
The sample strategy for the CPI is discussed in Chapter 5.
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10.36 In the current CPI practice, highly seasonal products are identified as such and in the months when their
quantity purchased is believed to approximate zero, their price movements are imputed. Examples of
products identified as highly seasonal include gas barbeques, lawn mowers, winter jackets and boats. Out
of-season imputations are done at the level of elementary aggregates. The imputed price movement is taken
from the aggregate class that is located above the out-of season product in the CPI classification.

10.37 In the months when indices for out-of-seasonal products are imputed, the price movement for the aggregate
index would be exactly the same as if the seasonal product were not part of the basket. Essentially, the
basket weights of out-of-season goods and services are redistributed among the remaining in-season
products so in this respect, out-of-season- imputation, although carried out within the parameters of a fixed9asket index with calendar year weights, gives results similar to the seasonal-basket approach.

10.38 Imputing prices for out-of-season products also helps dampen sharp movements in the index that can occur
when moving from one season to the next. This is because the price movement of the product is
extrapolated over the out-of-season period rather than being treated as posting no price change. The extent
to which out-of-season imputations reduce inter-seasonal shifts in the index depends on the correlation
between the price movement of the highly seasonal products and the price movement of the aggregate
class that is the source of the imputation.

10.39 It should be clearly understood that the objective of out-of-season- imputation is not to obtain a proxy index
that mirrors the price behavior of the seasonal product in its out-of-season months. In many cases, the true
price movements of products in their out-of-season months are quite volatile as they are not subject to
predictable changes in supply or demand.

Adjustment of Price Indices
10.40 Month to month movements in the CPI can sometimes be the result of seasonal price changes. For example,
between January and March travel packages typically see price increases as more people tend to travel out
of the country in the winter and over the March break. While these price changes are valid, in that consumers
often experience higher prices for travel tours in the winter months, they are part of a usual pattern of price
increases brought on by raised demand. They are likely to be reversed when demand weakens again.
Accordingly, for some purposes these price changes might not be interpreted as consumer price inflation.
The practice of seasonal adjustment is used to isolate and then remove seasonal price movements from
indices to get a better picture of "true" or "underlying" consumer price inflation in the economy.136

10.41 Statistics Canada uses the statistical program X12 ARIMA to seasonally adjust the All-items CPI and 12
other aggregate indices at the Canada level.137 Each month the current index is seasonally adjusted and at
the same time the previous month's seasonally adjusted index is open to revision. Additionally, each
January the last 36 months of seasonally adjusted data are reviewed and revised if necessary.

136. While there is no exact definition of "true" or "underlying" price inflation, many economists assert that typical seasonal fluctuations in

consumer prices should not be regarded as inflation because when contained within an annual period, they are neutral.
137. The 12 other aggregate price indices seasonally adjusted each month include: the eight major aggregates (Food; Shelter; Household
operations, furnishings and equipment; Clothing and footwear; Transportation; Health and personal care; Recreation, education and
reading; and Alcoholic beverages and tobacco products); the Core Consumer Price Index (CPI) (Bank of Canada's definition); the All
items CPI excluding eight of the most volatile components (Bank of Canada's definition); the All-items CPI excluding food; and the All
items CPI excluding food and energy.
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10.42 Statistics Canada does not seasonally adjust every CPI series. The headline CPI figure is an unadjusted
estimate. This is due, in part, to the fact that many users consider the year-over-year percentage change in
the All-items CPI to be a good general indicator of consumer price inflation. Year-over-year changes, by
their very construction, neutralize seasonal movements and do not require seasonal adjustment.
10.43 The other reason for the limited production of seasonally adjusted CPI data is the properties of the index
aggregation formula (Lowe) used to compile the upper level of the CPI. To counteract the potential for
residual seasonality in aggregate indices, Statistics Canada employs a direct or independent seasonal
adjustment method, meaning that seasonally adjusted CPI series are not derived from their respective
seasonally adjusted sub-indices. While this practice reduces the likelihood of having residual seasonality in
the series, it also poses a few challenges when using the seasonally adjusted CPI data. First, direct seasonal
adjustment prevents consistency in aggregation. Since the All-items CPI is adjusted independently of the
eight major aggregates, its movements can be inconsistent with those of its component indices. Second, by
directly seasonally adjusting the All-items CPI and major components, the capacity to analyze or interpret
contributions to percentage change is lost.
10.44 Despite the challenges with seasonally adjusted price indices, seasonal adjustment provides many useful
benefits to users of price indices.138

138. Wyman (2010).
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Chapter 11 History
11.1

The Consumer Price Index (CPI) began with a study conducted by the Department of Labour in the early
1900s. The study was based on a hypothetical family budget that represented weekly expenditures of an
urban working man's family of five. Retail prices for 29 food products and 5 fuel and lighting products were
collected in approximately 60 cities. In addition, information was obtained on the rent for a representative
workingman's six-roomed dwelling. Using these data, indices on a 1900 index base period were calculated
for Canada and the provinces. The calculation of these indices continued until August 1940.

11.2

The Department of Labour also started producing a "Cost-of-Living lndex"139 on a 19 13 index base period,
with component indices for food, fuel and lighting, rent, clothing and sundries. This index was published for
June and December from 19 14 to 19 17, for April, June, September and December from 19 18 to 1926 and
monthly from 1927 onward. An attempt was made to weight product classes according to their actual
importance in wage-earners' spending, even though no extensive household expenditure survey had been
undertaken.

11.3

The first index of retail prices produced by the Dominion Bureau of Statistics also had a 19 13 index base
period. This index was calculated using prices from the Department of Labour series as well as some prices
obtained directly from retailers. Basket weights used in the index were based on estimates of the total
Canadian consumption of each product in 19 13. The index was subsequently updated and produced on a
1926 index base period. Although the weighting system of the updated index was more refined, it was still
based on the estimated total consumption in Canada. The number of product prices collected increased
substantially at this time.

11.4

The index was again updated in 1940 and published on a 1935-39 index base period. The basket weights
used in this index were derived from a 1938 Family Expenditure Survey (FAMEX) for urban wage-earner
families with annual incomes between $450 and $2,500. The 1940 update showed that the Bureau had
come to accept the Department of Labour's view that the index should measure price changes experienced
by a well-defined demographic group.

11.5

Until 1940 the CPI was a direct Laspeyres140 index for its entire or more recent estimation period. Any index
can be calculated as a Laspeyres index when it is initiated and until the 1947-48 basket update in 1949, it
was considered acceptable to revise the CPI backward for several years at the time of a basket update.141

11.6

A subsequent FAMEX covering the period 1947-48 provided the basis for the next thorough basket update
of the index in 1952. At that time, 1949 became the index base period and the title was changed from "Cost
of-Living Index" to "Consumer Price Index (CPl)".142 The CPI was defined as "a measure of the percentage
change through time in the cost of purchasing a fixed basket of goods and services representing the
consumption of a particular population group during a given period of time". This definition remains in
essence unaltered to this day.

139. Despite the original name, "Cost-of-living-index", the concepts and methodologies used to construct the index never truly conformed to
the cost-of-living framework as understood today. Even under its original name, the index was closely tied to the concept of measuring a
fixed basket of goods and services bought by a target population.

140. The index compared prices in a current period tthe price reference period 0, directly rather than via chained-monthly indices as the index
is computed today. The methods for computing the Consumer Price Index are discussed in Chapter 6.
141. This past practice of revisi ng backward at the time of a basket update is contrary to the current no revision policy. The adoption of a no
revision policy highlighted the importance of the Consumer Price Index as a tool in adjusting wages and/or other contractual payments.

142. The original title was inadequate because it led users to believe that the Consumer Price Index was a measure of all changes in living
costs which the index was never designed to do.

Statistics Canada

62-553-X

65

283
The Canadian Consumer Price Index Reference
11.7

Soon after that update, a series of small-scale biennial surveys of family expenditures were undertaken and
their results were used to choose the dates of subsequent CPI basket updates. The changes in family
expenditure patterns shown by the 1957, 1967 and 1974 surveys were deemed sufficiently important to
justify the implementation of new baskets in January 1961, May 1973 and October 1978, respectively.

11.8

Several important changes were introduced with the 1974 basket. In particular, family size and income
constraints were removed, thus broadening the target population. Also, with the updating of the 1974 basket
the national indices began to be calculated as weighted averages of the corresponding indices for 59 urban
centres. In addition, the New Housing Price Index replaced the Residential Building Construction Input Price
Index in the CPI series measuring homeowners' replacement cost, mortgage interest cost and homeowners'
home and mortgage insurance.

11.9

Following the adoption of the 1974 basket in the CPI, a policy of regular updating was established, with the
updates tied to a four-year cycle of major FAMEX surveys. The 1978 basket was thus incorporated in April
1982, the 1982 basket in January 1985, and the 1986 basket in January 1989. The time lag between the
basket reference period and the implementation of the basket was gradually reduced.

11.1 O There was a six-year interval between the 1986 and the 1992 baskets, longer than the regular four-year
interval. The introduction of the 1992 basket was postponed by two years to ensure it would reflect
adjustments to consumption patterns resulting from the introduction of the Goods and Services Tax (GST)
and from the removal of the Federal Sales Tax in January 1991. However, the time lag between the basket
reference year and basket implementation remained 24 months for the 1992 basket, which was
implemented with the January 1995 update.
11.11 The 1996 basket was introduced with the January 1998 update and was the last basket update that was
based on FAMEX data as the survey was subsequently discontinued. The three-year lag between the
introduction of the 1996 basket and the introduction of the previous basket was at the time a record for the
CPI.
11.12 There was a five-year lag between the 1996 and 2001 baskets, although the basket was introduced with
the January 2003 update, matching the record of the 1996 basket update's record for the shortest lag
between the end of the basket reference year and the month of implementation. The FAMEX survey was
replaced in 1997 with an annual Survey of Household Spending (SHS). Starting with 1999, the SHS
estimates were calculated for the provinces and territories in odd-numbered years and for the provinces
only in even-numbered years. Since the CPI includes the territorial capitals Yellowknife, Whitehorse and
Iqaluit as geographical strata, the year 2000 was precluded as a basket reference year. Budget problems
and concerns about year 2000 bugs in computer software also contributed to the choice of 2001 for the
basket update.
11.13 The 2005 and 2009 basket updates marked a return to a four year interval between baskets but also a
lengthening in the implementation lag: the baskets were implemented in May 2007 and May 2011
respectively.
11.14 The 2011 basket marked the first-ever two-year interval between basket updates for the CPI. It also marked
a reduction in the implementation lag to 14 months after the basket reference period, since the new basket
was introduced in March 2013.
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11.15 Whenever a basket update takes place, the concepts and the procedures used to calculate the CPI are

reviewed and revised when necessary. The CPI index base period has also been periodically changed.
While not required to be implemented at the time of a basket update, for operational reasons many of the
changes to the CPI index base period have taken place alongside the updating of the basket of goods and
services. Changes to the index base period have usually related to changes in the base year of the Canadian
System of National Accounts.
11.16 A detailed chronological history of all the basket updates for the CPI can be found in Appendix C. It includes
the basket reference period; the basket link month; the basket end month; the first month published with the

new basket; any major revisions made at the time of the basket update; changes to the target population
and/or geographical coverage; the introduction of new products into the basket or sample; as well as notable
changes that were made to the classifications, scope or methodologies.
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lossary
The glossary contains terms that are pertinent to price index theory and the construction of the Canadian
Consumer Price Index (CPI). The section referred to in the third column is where the given term is used and
explained in a broader context.

Acceleration

A larger (faster) rate of change of an index from one period to

2.22

another. The opposite of deceleration.
Acquisitions approach

An approach to the timing of price collection corresponding to the

3.26-3.29

period in which the good or service is obtained by the consumer, that
is, when the legal ownership of the good passes to the consumer.
All-items CPI

The total (highest-level aggregate) in the CPI product classification.

2.1

The index which is commonly used to calculate "inflation".
Annual average price indexes

The unweighted arithmetic average of 12 consecutive monthly price

2.2

indexes from January to December.
Annual average

The percentage difference between two consecutive annual average

percentage change

prices indexes.

Asset

An economic resource. Anything capable of being owned or

2.14.3

3.13

controlled to produce value and that is held to have positive
economic value.
Asymmetrically weighted

Refers to a price index formula where the weights used to aggregate

9.22

elementary price indexes do not give equal weight to both periods of
price comparison. For this reason an asymmetrically weighted price
index formula does not represent the spending patterns of
consumers over both periods of price comparison and is therefore
subject to substitution bias. The Laspeyres, Lowe and Paasche
formulae are asymmetrically weighted price indexes.
Basic class (aggregate)

The lowest level in the intersection of the product and geography

4.9

classifications at which the quantity weights are kept fixed for the
duration of the basket. This is also the lowest level in which indexes
are typically published for the CPI.
Basket update

The process of replacing a basket (fixed-quantity weights) by another
one that is more recent.

Basket weight

8.6
8.10-8.12

Expenditures from a given reference period used to estimate

8.1-8.6

quantities consumed for upper level aggregation of elementary price
indexes.
Bestsellers method

A common method for estimating price change for goods that are

1.18

highly 'fashionable' and have high intangible content that consumers

5.30

value. The price estimation method currently used for the Books and
other printed matter (excluding textbooks) elementary index in the
CPI.
Bias

Errors which are systematic, meaning they lead to persistent over-or

9.2

under-estimation of the phenomenon being measured.
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Capital good

A durable good that is also an asset.

Chain-linked index

An index spanning more than one basket that has been calculated

1.51,10.2

8.21

using the chain-linking procedure.
Chain-linking

The process of chaining a fixed-basket index to another fixed-basket

8.14-8.21

index in order to create a continuous time series. This process
ensures that period-over-period percentage changes in a chain
linked index will only reflect price change and not changes in the
fixed quantities.
Classification

An exhaustive and mutually exclusive structure for categorizing a
domain. In the CPI, classifications are used primarily for the product

1.12
4.1-4.9

and geography domains. They are used for weighting and
aggregating elementary prices indexes and also serve as a basis for
stratifying the sample of prices collected.
Collection area

A geographical sampling unit. For the CPI it corresponds to a

5.6

Census Sub-Division and is similar to a "municipality".
Composite price index

An index designed to express, in one number, average price change

2.11,8.23

for multiple products and/or geographies.
Computer-Assisted

A survey approach where interviewers ask questions guid13d by a

Personal Interview (CAP!)

computer screen and enter the responses into the computer, where

1.21,5.14

those answers are checked for consistency and from which the
encrypted responses are ultimately transmitted to headquarters.
Consumer goods

Products purchased for consumption by a household.

10.4

and services
Contributions to

The percentage points that a change in a component index account

percentage change

for in the percentage change of an aggregate index. It is a tool used

2.17-2.23

by Statistics Canada to understand and summarize movements in
the CPI.
Cost-of-Living Index (COLI)

An index designed to measure changes in the cost of maintaining a

2.30.2

given level of well-being for a group of consumers.
CPI survey frame

A set of units from which a CPI sample is drawn.

5.7-5.11

Cut-off sampling

A survey sampling method in which parts of the universe are

5.2-5.26

excluded from sample selection. The method is used by Statistics
Canada in the sampling of prices for various elementary aggregates
where only partial frames are available.
Deceleration

A smaller (slower) rate of change of an index from one period to

2.22

another. The opposite of acceleration.
Direct price comparison

A method used to compare the prices of exiting and entering Product

7.4-7.6

Offers (POs) in the CPI sample when there is no perceptible quality
difference. The price of the entering PO is compared directly with the
price of the exiting PO and no quality adjustment is made.
Durable good

A good that is not fully consumed in a short period of time (roughly

3.13

one year). It provides services over a long period of time.
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Economic Region

A standard geographical unit, defined by Statistics Canada, for

4.3

analysis of regional economic activity which corresponds to a
grouping of Census Divisions.
Eight major aggregates

The highest level of aggregation in the product classification of the

(components)

CPI below the All-items level.

Elementary aggregates

The lowest level in the intersection of the product and geographical

4.2

4.4-4.11

classifications of the CPI for which expenditure weights are normally
available. They consist of similar groupings of products in a
geographical stratum. They are the starting point of the upper level
aggregation using the fixed-basket Lowe formula.
Elementary price indexes

Price indexes corresponding to elementary aggregates. In the CPI

6.13

they are typically calculated using a Jevons formula.
Explicit quality adjustment

Various methods of directly adjusting an observed price to account
for the estimated quality difference between exiting and entering

7.7
7.12- 7.13

Product Offers in the CPI sample.
Fixed-basket index

The ratio of the cost of a specified basket of goods and services in
an price observation period to its cost in a previous period. The

2.30.2
6.5

Dutot, Lowe, Laspeyres, Paasche, Marshall-Edgeworth and Walsh

10.30

formulae yield fixed-basket price indexes.
Geographical stratum

The lowest geographical level in which expenditure weights are used
in the construction of the CPI. The geographical strata also serve as
sampling areas within which Product Offers are collected for the CPI.

Hedonic quality adjustment

A statistical method for estimating how the price of a Product Offer

4.3
5.24
6.2
7.14

(PO) is affected by its characteristics. It is a common method used to
estimate the effect of quality change on price movement at the time of
PO substitution.
Hybrid expenditures

The value corresponding to the hypothetical cost of an elementary
aggregate, in which quantities and prices are derived from different

6.27
8.1

periods. The quantities normally come from the basket reference
period and the prices from another period.
Imputation

The process of replacing missing data with estimated values. In

5.3

terms of the CPI it involves estimating the price movement of an

7.8

elementary aggregate by proxy, using the price movement of a donor
class.
Index reference period

The period in which an index is arbitrarily set equal to 100.

2.11

(index base period)
Link month

8.20-8.28
The month in which a new fixed-basket index is chained to an old

8.14-8.20

fixed-basket index.
Link-to-show-no-change

A method which forces a price relative of 1 (no price change) when a

7.9

new (entering) Product Offer (PO) replaces an old (exiting) PO in the
CPI sample.
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Lower level of calculation

The first stage of CPI calculation, which involves computing price

6.2

indexes for elementary aggregates. In the case of the CPI this is
typically done using a ratio of geometric average prices (Jevons).
Matched-model

A method for measuring "pure price change" by keeping constant all

6.9

quality characteristics across time, except for price. This is the

7.1

standard method for measuring price change in elementary
aggregates in the CPI.
Money outlays

A variant of the user-cost approach for measuring owned

10.5

accommodation in a CPI where only expenses involving actual cash

10.9

disbursements are included.
Month-over-month percentage

A price change between one month t and the preceding month t-1.

2.13.1

changes
Outlet

The interface between a supplier of products and the consumer. It

5.1-5.15

may be a store, a catalogue, a website etc.
Overlap pricing

A method of quality adjustment based on the difference in price

7.7

between exiting and entering Product Offers (POs) when both can be
observed simultaneously.
Plutocratic weights

Expenditure weights in which each household in the target

8.2

population contributes its own spending to the total spending weight
for the target population. The basket weights for the CPI, which are
derived primarily from the Survey of Household Spending, follow this
approach. Opposite of democratic weights.
Price observation period

One of the periods for which an index has been compiled. Also

2.5

widely used to mean the later of the two periods being compared.
Appears in the numerator of price ratios. It is typically designated as
period t.
Price reference period

The period that provides the prices to which all other periods are

6.24-6.32

compared. Appears in the denominator of price ratios. It is typically
designated as period 0.
Price-updating

A procedure whereby the quantities of an earlier period are revalued

6.28

at the prices of a later period. The result is hybrid expenditure

8.15

weights. This procedure is necessary in order to hold quantities
constant when expenditures (not quantities) are the only source of
data available for deriving basket weights.
Product Offer (PO)

The presentation of a particular good or service, with an associated

3.24

price, by a retailer to a purchaser. Used in the CPI as a proxy for the

5.14

final transaction price paid by consumers.
Profiles method

A method for estimating price change for an elementary aggregate

5.27

where prices for bundles of services (rather than individual products)

5.29

are compared over time.
Pure price change

The change in the price of a product of which the characteristics are

7.1-7.2

unchanged; or the change in the price after adjusting for any change
in quality.
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Quality adjustment

Rebasing

An adjustment to remove from the observed price change the

1.30

contribution attributable to changes in a product's characteristics.

5.21

The process of changing the index reference (base) period. As an

2.12

arithmetic operation it does not affect the rate of price change

8.25

between any two index points.
Rental equivalence

The estimation of the hypothetical rents that would be payable by

10.4

owner-occupiers on the basis of market rents payable for renteroccupied accommodation of the same type and location.
Representative

The definition of a narrow class of products for which the average

Product (RP)

price change is expected to be representative of the average price

1.15
5.4

change of an elementary aggregate.
Sample

A set of data collected to represent a population.

5.1

Sampling unit

An element considered for selection in some stage of survey

5.4

Scope

Seasonal adjustment

The set of products and geographies and the target population for

1 .7

which the CPI is intended to measure price changes.

3.1

A procedure for removing regular recurring intra-annual fluctuations

10.40-10.44

from a time series in order to reveal its underlying trend, cyclical and
irregular movements.
Seasonal product

Products that are either not available for purchase during certain

10.28

periods of the year or are available but subject to regular and
significant fluctuations in the quantities available and/or purchased.
Special aggregate index

An index for different combinations of elementary price indexes,

2.14

excluding certain product classes. These indexes provide
supplementary information on aggregate price change.
Substitution bias

Generally understood to be the bias that arises from the use of

9.20-9.26

asymmetrically weighted fixed-basket index formulae. Occurs
because quantities are held constant while consumers change their
purchasing patterns in response to relative price changes.
Symmetrically weighted

Refers to a price index formula where the weights used to aggregate

9.23-9.26

elementary price indexes refer to both periods of price comparison.
For this reason a symmetrically weighted price index formula
represents the spending patterns of consumers over both periods of
price comparison and is therefore not subject to substitution bias.
The Fisher, Tornqvist-Theil, Walsh and Marshall-Edgeworth formulae
are examples of symmetrically weighted price indexes.
Target population

The people or group of people whose consumption expenditures are

3.5

in the scope of the CPI.
Target Product

The specification of a Representative Product (RP) to an outlet. The

Offer (TPO)

TPO acts as the sample intention for the CPI.
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Unit value index

A method for estimating price change for an elementary aggregate

6.20

where the quantity-weighted average transaction price for
homogenous products is compared over time.
Upper level calculation

The second stage of CPI calculation, which involves aggregating

1.24

elementary price indexes using a fixed-quantity weighted arithmetic
average formula (Lowe).
User cost

The estimation of the cost of using a fixed asset or durable good.

10.5

The current approach used in the CPI for owned accommodation.
Weight (basket)

The period from which the expenditures, used to derive the quantity

reference period

weights of the CPI basket, are taken.

Weight adjustment

A procedure to obtain monthly hybrid expenditure weights when

6.25

8.16

annual expenditures are used in the calculation of monthly price
Indexes.
Source: Statistics Canada, Consumer Prices Division.
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Appendix

Du tot

Jevons

Common Price Index Formulae

11-1:1
D,
a

=

'{i 1 t
L; - P;
i =l n

A price index defined as the ratio of the unweighted

n

the unweighted arithmetic average of the prices in period

t-1
"'""
L; - P;
i=l n

TI cp;)Yn
TI cp:-1 )Yn

1t-l:t = _i=�l
.!,

a

1

i=l

___

arithmetic average of the prices in the current period t to
t-1, See chapter 6, formula 6, 3.

A price index defined as the ratio of the unweighted
geometric average of the prices in the current period t to
the unweighted geometric average of the prices in
period t-1. See chapter 6, formula 6.2.

A price index defined as the ratio of the explicitly weighted
Weighted Jevons

geometric average of the prices in the current period t to
the explicitly weighted geometric average of the prices in
period t-1. See chapter 6, formula 6.4.
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Common Price Index Formulae

IO:t

Fisher

F,A

(10:1

=

L,A

x IO:t

)2
1

P,A

A price index defined as a geometric average of the

Laspeyres price index and the Paasche price index. It is a

symmetrically weighted index using quantities of goods
and services from both periods O and t .

n

O:t
IL.A

Laspeyres

� t {)
L,.P;q;

A price index defined a s a n asymmetrically weighted fixed

=_,_i=l= __

basket that uses the quantities of goods and services from

n

" o o
L,.P; q1

the base period 0. See chapter 6, formula 6.5.

=
i l

A price index defined as an asymmetrically weighted fixed
basket that uses the quantities of goods and services from

Lowe

the chosen weight reference period b . See chapter 6,
formula 6.6.

A price index defined as the ratio of average weighted
prices between period O and t with weights as the

Marshall-Edgeworth

arithmetic average of quantities from both periods O and t .
I t i s a symmetrically weighted fixed-basket index.

O:t
JP,A

Paasche

- :t ()
( 2( () t)
IT -iJJ
p:q:

_

_,_i==l __
n

t
�
L,.P; q;

A price index defined as an asymmetrically weighted fixed
basket index that uses the quantities of goods and

services from the current period t .

i= l

=

n

t
p

i=l

P;

1

s; +s;

Where

A price index defined a s a geometric average o f price

Tornqvist-Theil

relatives weighted by the average expenditure shares in
both periods 0 and t. It is a symmetrically weighted index.

i=l

i=l

Walsh

JO:t

W,A

=

:tp:�q:q:)
q;q;
1kl

A price index defined as the ratio of average weighted
prices between period O and t with weights as the

�i�=l�--n

""""' 0
L,.P;

geometric average of quantities from both periods O and t .

t ()

I t i s a symmetrically weighted fixed-basket index.

=
i l

Source: Statistics Canada, Consumer Prices Division.
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Append

B Detailed Calculation Features
Of

Fresh or frozen beef
Fresh or frozen pork
Other fresh or frozen meat (excluding poultry)
Fresh or frozen chicken
Other fresh or frozen poultry
f-lam and bacon
Other processed meat
Fresh or frozen fish (including portions and fish sticks)
Canned and other preserved fish
Seafood and other marine products
Fresh milk
Butter
Cheese
k::e cream and related products
Other dairy products
Eggs
Bread, rolls and buns
Cookies and crackers
Other bakery products
Rice and rice-based mixes
Breakfast cereal and other cereal products (excluding baby food)
Pasta products
Flour and flour-based mixes
Apples
Oranges
Bananas
Other fresh fruit
Fruit juices
Other preserved fruit and fruit preparations
Nuts
Potatoes
Tomatoes
Lettuce
Other fresh vegetables
Frozen and dried vegetables
Canned vegetables and other vegetable preparations

76

0.59%
0.26%

0.07%

0.47%

0.06%
0.11%

0.72%
0.26%

0.05%
0.14%

7

3
3

2

5

5

3

3

Basic Class Indices

(Canada
Levell "**

6

1,596

2

3

2

6

8

5

4

.

.

. ·

535

673

823

266
539

1,585

7

1,869

0.15%
0.53%

0.23%

0.34%

2

0.07%

0.40%
0.11%

0.04%

3

0.12%
0.55%

0.20%
0.12%

0.15%

2

5

4

2

10
3

4

0.73%
0.08%

0.23%

531

798
535

1,320

1,045
521

264

1,796

2

519

4

5

4

7

1,031

14
3

8

4

13
5

10

•·

·

.

·

12
12

12

12
12

12
12

12

12
12
12
12

12
12
12

12
12

12

2.6%
1.2%

6.7%

3.6%
5.9%

1.8%

0.7%

1,815

12

12
12
12

264

12

266

12

1,100
4,111

1,227

2,564

62-553-X

0.8%

1.5%

0.3%

0.3%
0.3%

0.5%
2.0%

0.3%

0.2%

12

1,029

0.2%

12

12

266

1,465

0.0%

0.5%

12

287

1.1%

12

538

268

0.09%

0.16%
0.08%

528

7

2

0.12%

0.11%

3

·

2.8%

6
5

·

12

0.54%

0.41%

.
.•

782

1,273

1,509

2

J.

..

2.3%

6

0.11%

·

12

6

2

·•.

1,807

0.42%

0.07%

·..

c. tjo·..·. ·".•.
'.e
·. '.j
rnp.·..' .·.e·.·. ·.;. .··•· ·.·Co
s·. ·. ··aSize
fret
..!Jency

reprl!seR
tative
rodticts I

12

12
12

12

12

0.7%
0.0%

0.1%

0.0%
M%

M%
M%
M%

M%
M%
�%

0.1%
0.7%
0.4%

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean impUtation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equl-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean i!Tl'utation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w elghted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equl-w eighted Jevons index

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index
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res

Basic Class Indices

Sugar and syrup

0.08%

1

1

262

12

0.0%

Quantity adjustment +Overall mean imputation

Equi-w eighted Jevons index

Confectionery

0.39%

1

2

660

12

0.2%

Quantity adjustment+ Overall mean imputation

Equi-w eighted Jevons index

rv'largarine

0.05%

1

2

525

12

0.5%

Quantity adjustment+Overall mean irrputation

Equi-w eighted Jevons index

Other edible fats and oils

0.08%

1

2

524

12

0.5%

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Coffee

0.19%

2

2

527

12

1.5%

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index
Equi-w eighted Jevons index

Tea

0.06%

1

1

262

12

0.4%

Quantity adjustment+ Overall mean imputation

Condiments, spices and vinegars

0.38%

5

6

1,565

12

0.4%

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Soup

0.11%

1

1

256

12

0.2%

Quantity adjustment+Overall mean irrputation

Equi-w eighted Jevons index

Baby foods

0.07%

3

2

696

12

0.8%

Quantity adjustment +Overall mean irrputation

Equi-w eighted Jevons index

Pre-cooked frozen food preparations

0.32%

2

6

1,581

12

1.4%

Quantity adjustment+Overall mean irrputation

Equi-w eighted Jevons index

All other food preparations

0.53%

7

7

1,941

12

0.0%

Quantity adjustment +Overall mean irrputation

Equi-w eighted Jevons index

Non-alcoholic beverages

0.48%

3

3

1,197

12

0.4%

Quantity adjustment+Overall mean imputation

Equi-w eighted Jevons index

Food purchased from table-service restaurants

2.84%

1

8

437

6

5.3%

Expert judgerrent

Equi-w eighted Jevons index

Food purchased from fast food and take-out restaurants

1.21%

1

7

241

6

1.8%

Expert judgerrent

Equi-w eighted Jevons index

Food purchased from cafeterias and other restaurants

0.74%

1

0

NIA

NIA

NIA

NIA - Estimated by proxy

NIA - Estimated by proxy

Sub-total

16.4%

143

192
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Appendix B Detai

Basic Class I

Calculation Features

ices

Renters in
Rent

I

5.70%

I

1

I

1

I

Labour Force
Survey:

I

12

I

0.0%

I

Expert judgement

Dutot index

None

Equi-weighted Jevons index

11,200
Tenants' insurance premiums
Tenants' maintenance, repairs and other expenses

fv'brtgage interest cost

1-bmeowners' replacement cost

I

0.08%

1

1

31

12

0.0%

0.06%

1

0

NIA

NIA

0.0%

12

NIA

None

3 to 12

NIA

None

NIA

- Estimated by proxy

NIA

18 interest

I

4.10%

I

4.55%

rates, 800

1

1

Special calculation,
see Chapter 9

houses

I

1

I

0

I

800 houses

- Estimated by proxy

Special calculation,
see Chapter 9
Lhit value index of average

Property taxes and other special charges

I

3.46%

I

1

I

5

I

160

I

1

I

0.0%

I

None

I

property taxes in cities, obtained
through sampling of houses
within cities (see Chapter 6)

ndustry
1-bmeowners' home and mortgage insurance

I

1.42%

I

2

I

1

I

database:

1

0.0%

None

Laspeyres-type/Profiles method

Equi-weighted Jevons index

66,000

Homeowners' maintenance and repairs

1.26%

27

7

351

3 to 12

0.9%

Expert judgerrent

Other owned accorrrnodation expenses

1.60%

4

1

22

NIA

0.0%

None

Equi-weighted Jevons index

Electricity

2.50%

1

1

13

1 to 12

0.0%

None

Explicitly weighted Jevons index

Water

0.69%

1

2

37

2106

0.0%

None

Explicitly weighted Jevons index

Natural gas

1.08%

1

1

11

2 to 4

0.0%

None

Explicitly weighted Jevons index

Fuel oil and other fuels

0.30%

1

1

106

6 to 12

0.3%

None

Equi-weighted Jevons index

Sub-total

26.8%

43

22

78

62-553-X

Statistics Canada
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Appendix

Detailed Calculation Featu

Telephone services

2.55%

6

Postal and other com111.micatlons services

0.10%

2

Internet access services

0.96%

3

Telephone equipment

0.06%

Oiild care services

0.86%

2

f-busekeeping services

0.33%

2

Detergents and soaps (other than personal care)

0.17%

Other household cleaning products

Basic Class I

5

ices

84

2

0.0%

l'kme-profiles method

Explicitly welghted Jevons index

18

12

0.0%

l\bne-profiles method

Explicitly welghted Jevons index

18

12

0.0%

None-profiles method

Explicoly weighted Jevons index

79

12

6.1%

Overall mean imputation

Equi-weighted Jevons index

63

2

0.8%

Expert judgement

Equi-weighted Jevons index

2

58

2

1.4%

Expert judgement

Equi-weighted Jevons index

2

6

1,588

12

1.8%

Quantity adjustment +Overall mean imputation

Equi-weighted Jevons index

0.19%

3

10

1,527

1?

1.1%

Quantity adjustment +Overall mean irrputation

Equi-weighted Jevons index

Paper supplies

0.45%

2

9

2,239

12

1.0%

Quantity adjustment +Overall mean imputation

Equl-weighted Jevons index

Plastic and aluminum foil supplies

0.10%

2

6

1,639

12

0.3%

Quantity adjustment +Overall mean irrputation

Equi-weighted Jevons index

Pet food and supplies

0.58%

3

1,235

12

0.6%

Quantity adjustment+Overall mean imputation

Equi-weighted Jevons index

Seeds, plants and cut flowers

0.41%

9

148

3to4

3.1%

Quantity adjustment +Overall mean imputation

Equl-weighted Jevons index

Other horticultural goods

0.10%

66

2

13.6%

Quantity adjustment+Overall mean irrputation

Equi-weighted Jevons index

Other household supplies

0.21%

3

242

4

5.9%

Quantity adjustment+Overall mean imputation

Equi-weighted Jevons index

Other household services

1.62%

9

3

257

4.5%

Expert judgement

Equi-weighted Jevons index

Financial services

0.99%

4

10

70

0.0%

Profiles method

Explicitly welghted Jevons index

2

2

12

Upholstered furniture

0.44%

3

111

6

8.8%

Overall mean imputation

Equi-weighted Jevons index

Wooden furniture

0.27%

3

4

106

6

13.3%

Overall mean imputation

Equi-weighted Jevons index

Other furniture

0.30%

3

5

144

6

12.8%

Overall mean imputation

Equi-weighted Jevons index

Window coverings

0.09%

2

3

132

6

2.0%

Overall mean imputation

Equi-weighted Jevons index

Bedding and other household textiles

0.15%

3

6

390

12

3.8%

Overall mean imputation

Equi-weighted Jevons index

Area rugs and mats

0.05%

NIA

NIA

NIA

NIA - Estimated by proxy

NIA - Estimated by proxy

Cooking appliances

0.16%

3

3

167

6

7.6%

Hedonic adjustment

Equi-weighted Jevons index

Refrigerators and freezers

0.13%

2

3

178

6

8.4%

Hedonic adjustment

Equi-weighted Jevons index

Laundry and dishwashing appliances

0.20%

3

186

6

5.9%

Hedonic adjustment

Equi-weighted Jevons index

Other household appliances

0.31%

2

4

194

6

8.4%

Hedonic adjustment

Equi-weighted Jevons index

r\k:m-electric kitchen utensils, tablew are and cookw are

0.20%

6

10

349

6

3.7%

Overall mean imputation

Equi-weighted Jevons index

Household tools (including lawn, garden and snow removal equipment)

0.42%

5

7

310

6

4.1%

Overall mean imputation

Equi-weighted Jevons index

Other household equipment

0.32%

0

NIA

NIA

NIA

NIA - Estimated by proxy

NIA - Estimated by proxy

Services related to household furnishings and equipment

0.26%

17

3

4.8%

Expert judgement

Equi-weighted Jevons index

Other household furnishings and equipment

0.13%

NIA

NIA

NIA

N'A - Estimated by proxy

NIA - Estimated by proxy

Sub-total

13.1%

2
0
79

125

.f

Statistics Canada
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Appendix B Detailed Calculation Features of Basic

lass Indices

Women's clothing

2.11%

44

48

1,904

3 t o 12

5.7%

Expert judgement

Men's clothing

1.25%

28

42

1,869

3 t o 12

6.9%

Expert judgement

Equi-weighted Jevons index

Children's clothing

0.48%

29

55

1,593

3 to 12

12.3%

Expert judgement

Equi-weighted Jevons index

Women's foot.,v ear (excluding athletic)

0.45%

7

15

430

3 to 12

9.6%

Expert judgement

Equi-weighted Jevons index

Men's footwear (excluding athletic)

0.22%

7

15

453

3 to 12

5.3%

Expert judgement

Equi-weighted Jevons index

Equi-weighted Jevons index

Chlldren's footwear (excluding athletic)

0.09%

5

10

247

3 to 12

12.4%

Expert judgement

Equi-weighted Jevons index

Athletic footwear

0.47%

10

5

381

12

7.9%

Expert judgement

Equi-weighted Jevons index

Leather clothing accessories

0.12%

4

5

373

12

2.2%

Expert judgement

Equi-weighted Jevons index

Other clothing accessories

0.18%

4

3

57

12

7.4%

Expert judgement

Equi-weighted Jevons index
Equi-weighted Jevons index

Watches

0.09%

3

3

79

4

8.3%

Expert judgement

Jewellery

0.35%

2

4

74

4

9.6%

Expert judgement

Equi-weighted Jevons index

Clothing material and notions

0.06%

3

5

117

4

0.6%

Expert judgement

Equi-weighted Jevons index

Laundry services

0.08%

1

2

51

4

0.0%

Expert judgement

Equi-weighted Jevons index

Dry cleaning services

0.09%

1

2

44

4

0.6%

Expert judgement

Equi-weighted Jevons index

Other clothing services

0.03%

2

2

40

4

0.0%

Expert judgement

Equi-weighted Jevons index

6.1%

150

216

Purchase of passenger vehicles

6.70%

66

65

114

3

22.2%

Option cost method

Equi-weighted Jevons index

Leasing of passenger vehicles

0.60%

1

0

NIA

NIA

NIA

NIA - Estimated by Proxy

NIA - Estimated by Proxy

Rental of passenger vehicles

0.09%

1

1

35

4

2.9%

Expert judgement

Equi-weighted Jevons index

Gasoline

3.84%

2

5

1,612

12

0.0%

None

Equi-weighted Jevons index

Passenger vehicle parts, accessories and supplies

0.70%

5

9

456

2

3.8%

Overall mean imputation or Expert judgement

Equi-weighted Jevons index

Passenger vehicle maintenance and repair services

1.18%

3

8

542

2

6.4%

Overall mean imputation or Expert judgement

Equi-weighted Jevons index

12

0.0%

None

13

1

0.0%

None

sub-total

n
I dustry
Passenger vehicle insurance premiums

2.89%

1

1

database:
219,400

Laspeyres - type, profiles
method
One price per province/territory

0.28%

1

1

0.11%

1

1

13

1

0.0%

None

One price per province/territory

Parking fees

0.35%

1

3

140

2

0.0%

None

Explicitly weighted Jevons i rldex

All other passenger vehicle operating expenses

0.20%

1

1

68

2

8.6%

Expert judgement

Equi-weighted Jevons index

City bus and subway transportation

0.49%

1

1

96

2

0.0%

None

Equi-weighted Jevons index

Taxi and other local and commuter transportation services

0.20%

1

2

99

2

0.0%

None

Explicitly weighted Jevons index

Air transportation

1.24%

18

18

36

12

0.0%

None

Passenger vehicle registration fees
Drivers' licences

Unit value index of
avg seat price by plane

Rail, highway bus and other inter-city transportation

0.09%

3

2

40

2

0.0%

None

Explicitly weighted Jevons index

Other public transportation

0.13%

1

4

15

2

0.0%

None

Explicitly weighted Jevons index

sub-total

19.1%

107

122

80

62-553-X

Statistics Canada

f'.)
....0
-..J

The Canadian Consumer Price Index Reference Paper

Appendix B Detailed Calculation Features

Basic Class Indices

Prescribed medicines

0.77%

17

25

1,410

12

0.3%

Overall mean itll>utation

Equi-w eighted Jevons index

Non-prescribed medicines

0.46%

1

4

1,054

12

1.0%

Overall mean imputation

Equi-w eighted Jevons index

Eye care goods

0.32%

4

3

99

3

1.6%

Overall mean imputation

Equi-w eighted Jevons index

Other health care goods

0.03%

1

1

279

12

0.9%

Overall mean imputation

Equi-w eighted Jevons index

Eye care services

0.08%

1

3

310

5

0.3%

Expert judgement

Equi-w eighted Jevons index

Dental care services

0.64%

3

3

47

2

0.0%

Expert judgement

Equi-w eighted Jevons index

Other health care services

0.40%

1

1

15

2

0.0%

Expert judgement

Equi-w eighted Jevons index

Personal soap

0.08%

1

1

291

12

0.6%

Overall mean imputation

Equi-w eighted Jevons index

Toiletry items and cosmetics

0.63%

3

6

1,509

12

0.8%

Overall mean imputation

Equi-w eighted Jevons index

Oral-hygiene products

0.09%

1

2

572

12

0.7%

Overall mean imputation

Equi-w eighted Jevons index

Other personal care supplies and equipment

0.36%

4

5

1,234

12

0.9%

Overall mean imputation

Equi-w eighted Jevons index

Personal care services

0.86%

3

2

56

4

1.1%

Expert judgement

Equi-w eighted Jevons index

4.7%

40

56

Sub-total

Statistics Canada

62-553-X
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Appendix B Detailed Calculation Features of Basic

Indices

Sporting and exercise equipment

0.22%

9

14

231

3

10.5%

Overall mean irrputation

Equi-weighted Jevons index

Toys, games (excluding video games) and hobby supplies

0.31%

5

5

373

12

3.0%

Overall mean irrputation

Equi-weighted Jevons index

Coni:>uter equipment, software and supplies

0.42%

1

1

13

12

0.0%

Hedonic irrputatlon

Equi-weighted Jevons index

M..lltipurpose digital devices

0.19%

2

2

100

12

6.0%

J-ledonic irrputation

Equi-weighted Jevons index

Photographic equipment and supplies

0.07%

3

2

23

6

6.9%

Overall mean lrrputation

Equi-weighted Jevons index

Other recreational equipment

0.16%

3

1

175

5

7.6%

Overall mean irrputation

Equi-weighted Jevons index

Recreational services

0.18%

2

2

70

6

0.1%

Overall mean irrputation

Equi-weighted Jevons index

Purchase of recreational vehicles and outboard ITX>tors

0.93%

6

14

243

3

9.4%

Overall mean irrputation

Equi-weighted Jevons index

Fuel, parts and accessories for recreational vehicles

0.07%

1

NIA

NIA

NIA

NIA

NIA - Estimated by proxy

NA - Estimated by proxy

Insurance, licences and other services for recreational vehicles

0.24%

1

NIA

NIA

NIA

NIA

NIA - Estimated by proxy

Audio equipment

0.09%

6

Video equipment

0.28%

Rental of digital media

0.01%

Purchase of digital media

0.14%

4

3

222

6

8.3%

5

8

625

6

1

2

46

5

7

329

5

NA

- Estimated by proxy

l-ledonic irrputation

Equi-weighted Jevons index

24.8%

1-iedonic irrputation

Equi-weighted Jevons index

0.0%

Overall mean lrrputation

Equi-weighted Jevons index

2.2%

Overall mean irrputation

Equi-weighted Jevons index

NIA

Other home entertainment equipment, parts and services

0.02%

1

NIA

NIA

Overall mean irrputation

Equi-weighted Jevons index

Traveller accorrmodation

1.02%

19

2

901

12

0.0%

Expert judgement

Equi-weighted Jevons index

Travel tours

0.90%

5

21

333

3

1.8%

Expert judgement

Spectator entertainment (excluding video and audio subscription services)

j

NIA

Equi-weighted Jevons index
Unit value index of average seat

13

6

0.39%

399

0.0%

Sta 12

None - unit value index

price in stadium'venue for

f\bne - profiles method

Explicitly weighted Jevons index

Expert judgement

Equi-weighted Jevons index

NIA - Estimated by A-oxy

NIA - Estimated by Proxy

sports and theatre tickets
Video and audio subscription services
Use of recreational facilities and services
All other cultural and recreational services

Tuition fees

I
I

1.20%
0.75%
0.14%

2.16%

I

1

I

3

7
1

I
I

1
5
NIA

1

I
I

198
108
NIA
Census of all
programs in
32

I
I

4
2
NIA

1

I
I

0.0%
0.0%
NIA

0.0%

I
I

None

I

Laspeyres index

universities
Equi-weighted Jevons index

School textbooks and supplies

0.23%

2

2

45

1

0.0%

None

other lessons, courses and education services

0.43%

1

1

50

2

0.2%

Expert judgement

Equi-weighted Jevons index

Newspapers

0.04%

2

4

134

12

0.0%

None

Explicitly weighted Jevons index

fvlagazines and periodicals

0.04%

4

4

189

12

0.0%

None

Explicitly weighted Jevons index

Books and reading material (excluding textbooks)

0.23%

4

10

202

4

0.1%

None - bestsellers method

Equi-weighted Jevons index

other reading material (excluding textbooks)

0.01%

1

NIA

NIA

NIA - Estimated by Proxy

NIA - Estimated by Proxy

Sub-total

10.9%

106

82

NIA

NIA

125

62-553-X
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Appendix

of Basic Class I

Detailed Calculation Featu

Beer served in licensed establishments

0.23%

Wine served in licensed establishments

0.09%

Liquor served in licensed establishments

0.12%

Beer purchased from stores

��%

Wine purchased from stores

��%

Liquor purchased from stores

OE%

Other alcoholic beverages purchased in stores

�%

Cigarettes

1.15%

Other tobacco products and smokers' supplies

Ofil%

Sub-total
Total

2

ices

111

4

0.0%

Expert judgement

Equi-w eighted Jevons index

210

4

6.5%

Expert judgement

Equi-w eighted Jevons index

109

4

0.7%

Expert judgement

Equi-w eighted Jevons index

17

217

12

0.2%

Quantity adjustment + Overall mean imputation

Equi-w eighted Jevons index

7

34

746

12

1.0%

Quantity adjustment+ Overall mean imputation

Equi-w eighted Jevons index

13

30

667

12

0.3%

Quantity adjustment+ Overall mean imputation

Equi-w eighted Jevons index

NIA

NIA

NIA

556

12

NIA

NIA

6
NIA

2.9%

27

91

100.0%

695

949

NIA
0.4%
NIA

NIA

-

Quantity adjustment+ Overall mean imputation
NIA

-

NIA

Estimated by Proxy

-

Estimated by Proxy

Equi-w eighted Jevons index

Estimated by Proxy

NiA

-

Estimated by Proxy

Notes:

*The relative basket weight (in %) refers to the introduction of the 2013 basket, at the month of linking in. Figures may not add up to 100% as a result of rounding.
** Elementary aggregate to Basic class correspondence may be 1 to 1 or many to 1. Some elementary aggregates may not be directly calculated (see Chapter 6).
***The average monthly sample size takes into account collection frequency. Not all Consumer Price Index categories are priced on a monthly basis.
****The frequency of quality adjustment is calculated as the incidence of quality adjustments in the calendar year 2012, divided by the number of price quotes collected
(excluding non-pricing months).

Source: Statistics Canada, Consumer Prices Division.

Statistics Canada
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Appendix C Detailed Chronology of Basket

pdates

Changes to the

Price Index

1913

Jan-1914

NIA

1913INIA

NIA

Annual indices were available
from 1913. January 1914
marked the introduction of
continuous monthly indices.

19261

Dec-19271

1937 - 19381 Aug-1940 1

Jan-19281 Aug-1940
Sept-19401

NIA

19261 NIA

Dec-19481 1937-1938INIA

Urban wage-earner

NIA

NIA

I NIA

NIA

families with annual
incomes during the basket
reference period
between $450 and
$2,500.
1947-1948

Dec-1948

Jan-19491

Dec-19601 1947-19481lndex values were
revised back to the

(Sept 1947 Aug 1948)

,

The name of the index was

All Canadian families living Owned accomrrodation was

•

in 27 Canadian cities with

changed from "Cost-of-living

introduced into the CPI.

basket link month,

a population over 30,000,

index" to "Consumer A-ice

January 1949, when the

ranging in size from two

Index (CPI)".

basket was introduced in

adults to two adults with

August 1952.

Seasonal baskets were

four children, and with

•

annual incomes during the

used for food

basket reference period
ranging from $1,650 to
$4,050.
19571

Dec-19601

Jan-1961I

Apr-1973

19571This was the first basket
in which the official CPI
values previously

I

Same as previous basket. Forty-three new products

I

NIA

were added to the basket.
Exarrples include: frozen

released were not

foods, air travel and the

revised and a "no

purchase and repair of

revision" policy was

television sets. Twelve

adopted for the CPI. Index

products were removed from

values under the new

the basket. Exarrples include:

1957 basket were

canned strawberries, ice,

calculated back to

brooms, hospital rates, radio

January 1957 for

licenses.

corrparison purposes
only.

84

62-553-X
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Appendix C Detailed Chronology of Basket

pdates and Changes to the

Consumer Price Index

19671

Apr-1978 1

May -1973 1 Sept-1978

1969l"No revision" policy.

All Canadian fanilies living Forty-four new products

•A supplementary product

in urban centres with

were added to the basket.

classification was created in
order to calculate separate

metropolitan populations

Exani>les include: parking,

exceeding 30,000,

stereos, cameras,

indices for goods and

ranging in size from two

hotels/motels, tuition fees and

services.

to six persons, consisting alcohol consumed in licensed
of any combination of

prenises. Twenty-four

•This marked the return to

adults or adults and

products were removed from

annual weights for food,

children, and with annual

the basket. Exani>les include:

replacing the seasonal food

incomes during the basket lard, coal, wool blanket,

weights used in the CPI since

reference period ranging

knitting yarn, doctors'

1949.

from $4,000 to $12,000.

services, prepaid medical
care.

1974

Sep-78

Oct-78

Mar-82

19741 Previously published city

Canadian fanilies and

I NIA

•A policy of regular basket

indices were revised to

unattached individuals

updates was established,

reflect an expanded

living in private

with the updates tied to a four

shelter coni>onent.

households in urban

year cycle of the Family

centres with populations

Expenditure Survey (FAMEX).

of 30,000 and over. This
was the first time that

• National indices were

fanily size and household

calculated as weighted

income were not

averages of the

determinants of the target

corresponding indices for 59

population.

urban centres.
•The New Housing Price
Index ( NHPI) replaced the
Residential Building
Construction Input Price Index
in the CPI series measuring
homeowners' replacement
cost, mortgage interest cost
and insurance for owned
4

accommodation.

Statistics Canada

62-553-X
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Appendix C Detailed Chronology of Basket Updates and Changes to the
Consumer Price Index

19781

Mar-19821

Apr-1982 1

Dec-1984 1

1978 I NIA

I

•

The general target

IN/A

IN/A

population_remained the
same as in the previous
basket. Indices for two
northern cities,
V\/hitehorse and
Yellowknife, were
calculated for the first
time.
• Sixty-four urban
centres were grouped
into 31 strata, using
geographical proximity
and urban centre size as
major criteria of this
stratification.

1982 1

Dec-1984 1

Jan-1985 1

Dec-1988 1

1982 I NIA

I VVhitehorse and

19861

Dec-19881

Jan-19891

Dec-19941

1986IN/A

I Eighty-two urban centres NIA
were grouped into 34
strata.

NIA

Yellow knife were
incorporated into the
calculation of the
All items CPI.

A standard classification of
goods and services (the
Consumer aassification
System) was introduced.
NIA

4
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Appendix C - Detailed Chronology
Consumer Price Index

19921

Dec-19941

Jan-19951

Dec-19971

1992IN/A

Basket Updates and C

ITarget population was

nges to the

NIA

•

The introduction of the 1992

expanded to include

basket was postponed by

expenditures made by

two years to ensure it would

residents of smaller cities,

reflect adjustments to

towns and rural

consumption patterns

communities.

resulting from the introduction

Target population was

Tax (GST) and the removal of

expanded to include all

the Federal Sales tax in

private households in

January 1991.

of the Goods and Services

Canada. The condition of

•

population equal to or

from the 1986 basket was

The "housing" component

greater than 30,000 was

split into two major

dropped.

components: "shelter" and

Also added were

furnishings and equipment".

expenditures made by

This brought the number of

households that existed

major components to a total of

"household operations,

for only part of the basket

eight. Also, the definition of

reference year 1992

"shelter" was changed. The

(such as college students

traveller accommodation

living separately during

category, which was part of
the 1986 definition of

the school year).

"shelter", was moved to
"recreation" with the
introduction of the 1992
basket. To provide some
continuity certain aggregates
were reconstructed using
their 1986 basket definitions.
19961

Dec-19971

Jan-19981

Dec-20021

1996INIA

ITarget population was
expanded to include all
private households in

I

N/A

I

No adjustment was made to
the basket weight for alcohol.

Canada. The condition of
population equal to or
greater than 30,000 was
dropped.

Statistics Canada
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Appendix C Detailed Chronology of Basket Updates and Changes
Consumer
Index

Dec-20021

Jan-20031

Apr-2007 1

2001 I NIA

! An index

for Iqaluit, the

Internet access services and

The first CPI basket to be

capital city of the newly

financial services were both

based on the Survey of

created Territory of

added to the CPI basket as

Household Spending (SHS)

Nunavut, was calculated

new product classes.

rather than on the Farrily

from December 2002

Expenditure Survey (FAMEX).

onwards w ith December

The CPI classification for

2002 as the time base.

clothing was collapsed into
women's clothing, men's
clothing and children's
clothing, since the SHS did not
the more detailed breakdown

2005

1

Apr-2007

1

May-2007

1

Apr-2011

j

j

2001 NIA

j NIA

previously available in FAMEX.

j Medical services not covered j NIA
by provincial health care
systems were introduced into

20091

Apr-2011 I

May-2011

I

Jan-2013

1

1

2009 N/A

I N/A

the basket.

I Several new product classes I NIA
were added to the CPI basket
including smartphones, tablet
PCs , funeral services, retail
club memberships,
government services
(e.g. Passport fees).
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Detailed Chronology

Basket Updates and Changes to the

Price Index

2011 I

Jan-2013 I

Feb-2013

2011 INIA

NIA

The first basket update using
the redesigned Survey of
Household Spending
(SHS-R).
The first biennial basket
update.

2013

Dec-14

Jan-15

2013INIA

NIA

Additional fruits and

Certain obsolete products

vegetables added to list of

such as 35mn film removed

elementary aggregates. On

from list of elementary

line video subscriptions

aggregates. aothing

included w ith satellite and

elementary aggregates below

cable video subscriptions.

the Basic aass level
reorganised to better
represent the current clothing
market.

Notes:
1. Expenditure weight reference period.
2. Month in which the new basket weights are chained to the old basket weights.
3. First month the Consumer Price Index (CPI) calculation uses the new basket weights.
4. Last month the CPI calculation uses the new basket weights.
5. Food expenditure reference period.
Source: Statistics Canada, Consumer Prices Division.
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