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Purpose of the Report

Lawyers Name is providing advice with respect to the marriage breakdown of Ms. Pension Member and Mr. Members Spouse.  We have been requested by Lawyers Name to provide advice concerning the value of pension credits that are to be considered as part of family property.  This report contains the results of our calculations, and is intended to promote an out-of-court settlement of the pension issues related to the marriage dissolution.

Brian R. Irvine, bMath

 Pension Plan Provisions 

The following summarizes the Ontario Teachers’ Pension Plan, as it affects Ms. Pension Member according to the information provided.

Retirement Age
The normal retirement age is 65.  Early-unreduced retirement is available when Age plus Qualifying Service total 85.  

Vesting
Ms. Pension Member is fully vested.

Indexation
Indexing is guaranteed within the Ontario Teachers’ Pension Plan at a level of 100% of the Consumer Price Index.

Retirement Benefit
The formula used to determine benefits under this plan is 2% of the average of the members’ highest 60 consecutive months’ base earnings, multiplied by the number of years of pensionable service, less an integration adjustment.  The benefit is integrated with the Canada Pension Plan.  At age 65, the benefit is reduced by a factor of the Canada Pension Plan Benefit.

Death Benefits
Death Benefits are provided within the pension plan provisions and have been valued as indicated on the "Actuarial Assumptions" and "Summary of Calculations" pages.

Summary of Data

The following is a summary of the data for Ms. Pension Member that has been provided for calculation purposes:

Name
Ms. Pension Member


Sex
Female


Date of Birth
January 16, 1960


Date of Marriage
June 11, 1983
Date of Separation
August 5, 2003
Date of Entry
January 1, 1984


Date of Retirement
January 31, 2025
Normal Retirement (Age = 65)


August 31, 2019
"Mid-Point" Example


April 30, 2014
"85 Factor" (Age plus Service)

Estimated Credit Service
17.5 years at separation 
Estimated Qualifying Service
2.5 years at separation

Estimated Accrued benefits 
$1,590 plus $250 bridge at separation 
(per month) 


Estimated Contributions
$89,000 at separation
(with interest)

Actuarial Assumptions

The assumptions used to determine the values of the pension benefit accrued to Ms. Pension Member for the period of marriage are summarized below based upon the assumptions provided.

All assumptions have been selected to conform to the “Standard of Practice for the Computation of the Capitalized Value of Pension Entitlements on Marriage Breakdown for Purposes of Lump-Sum Equalization Payments," as published by the Canadian Institute of Actuaries in September 1993.

Valuation Date
The effective date of calculations is August 5, 2003 (Separation).

Mortality
1983 Group Annuity Mortality Table.

Age
Exact age has been used resulting in Ms. Pension Member being 43 years plus 6 months old at separation.

Retirement Age
Calculations have been performed for the retirement ages of 54 years plus 3 months, 59 years plus 7 months, and 65 years old.

Net Discount Rate
A net discount rate of 3.25% for the first 15 years and 3.25% thereafter has been used. 

Death Benefits
Calculations have been performed for both with and without the death benefits, as the inclusion of death benefits is a matter for the courts.  See "Summary of Calculations" page for effect of death benefits on results.

Taxation
Benefit payments from a pension plan are subject to taxation by Revenue Canada.  The post-retirement tax rate has not been calculated for the purposes of this report.  Upon reviewing the amount of pension earned, the rate of 25% has been selected.

Valuation Method
The Pro-Rata Termination Method has been used to determine the value of Ms. Pension Member's accrued benefits as of the valuation date. Within this method, the benefits have been valued at the date of separation as if she were to terminate employment on that date. 
Summary of Calculations

The results of the calculations, which were based upon the data and assumptions documented in this report, are shown in the following table.  The values shown do not include the death benefits and a percentage is shown to allow the values to be increased for the inclusion of death benefits.  We commented earlier in this report on the taxability of pension benefits, the after tax value is shown presuming a 25% tax rate.

Ms. Pension Member
Retirement Age (years + months)

54+3
59+7
65

Present Value at Separation

$271,500
$196,400
$152,300

less Income Tax (25%)

$67,875
$49,100
$38,075
Net Present Value

$203,625
$147,300
$114,225
Percentage for Death Benefits

2.0%
4.0%
4.5%

Readers Notes:

1. Without information about the lifestyle and plans for Ms. Pension Member, I am unable to recommend one retirement assumption over another.

2. The retirement assumption for age 54 years plus 3 months is when Ms. Pension Member will attain the "85 Factor" should she be employed continually as a teacher until this retirement date.

3. The retirement assumption for age 59 years plus 7 months is shown as a "mid-point" example and does not represent a retirement option with this pension plan.

4. The retirement assumption at age 65 does not require Ms. Pension Member to continue working within this pension plan beyond the date of separation.

&





A





I








