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Benefits and Pensions Monitor Online -- June 8, 2016

Approach To DC ‘All Wrong’

The approach to help defined contribution pension plan members sawve for retirement is “all wrong,” says
Marlena Lee, vice-president, research, at Dimensional Fund Advsors. In the session ‘Managing
Retirement Income Uncertainty: Our Approach to the Retirement Problem’ at its Toronto investment
event, she said the industry needs to start thinking about monthly income in retirement, not net worth.
She said it is more natural for people to think in terms of income — how much they need to cover monthly
expenses. However, ifincome is the goal, current tools don't go far enough to have a fully integrated
investment solution. Income calculators, for example, determine wealth accumulated and the majority of
investment options are still focused on maximizing wealth, rather than income. The bottom line, she said,
is the uncertainty of income is not managed and without managing projected income uncertainty,

participants cannot effectively plan and take actions to improve their retirement situation.
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THE POINT:

a watch-out regarding employee
retirement and savings plans:

employers are legally liable for what their service providers
tell their employees

If you're an employer who provides a capital accumulation
plan of any kind:

Don’t let your service providers tell your employees what
they guess the employees will be getting from their account
In future

OR ... Think very seriously and get legal advice if you're
going to let them do it
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What does this apply to?

« Group RRSP (group registered retirement savings plan)
 defined contribution registered pension plan

 TFSA (tax free savings account)

 DPSP (deferred profit sharing plan)

* Non-registered plan

All of these are capital accumulation plans — similar to a bank account
where contributions and investment growth accumulate.

This presentation has nothing to do with defined benefit pension plans.
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Communicating the value of a retirement savings
plan to employees

Who's the “provider’?
e Sun Life
* Manulife
* Great-West Life
* Industrial Alliance
* banks
 credit unions

OLD WORLD:

The provider makes “tools” available so that employees can take action to press buttons, input information
and actively control the “modelling” to come up with estimates of what their accounts will look like in future.
If they don’t make a decision to use those “tools”, they aren’t given any estimates.

New world:

The provider unilaterally tells the employees how much they estimate the employees will get in future. The
provider is giving an estimate with no inputs whatsoever and no action by employees.

The new world is that not a tool that has been provided. It's a unilateral communication from the provider.
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New world example: Manulife

M Manulife Financial

For your future=

= "
lohn Brown

123 Any Slreet
Anyltown ON
ATAZE2

ABC Company Limited

Annual report:
Looking ahead

to your retirement
January 1, 2013 to December 31, 2013

John Brown

The curent value of vour sccount s $10,796.30. If you

conlinue your average monthly contrbutions until you retire at

age 65, vour estimated income during your retirement will be
* aact v

Your customer number
123456789

Flan you are a member of
Grolp Savings Flan

Important information

$39,500
T 58 your retrement
incoeme goal, login to
your account at
wwewm anulife.calGRO
and chcose StEps
Retirament Program” You
can try efferent ratimment

o Or
o (< Vour annud
syl retrement testementincame
income a2

Wour estmated annual rednement income is Sased on
the following information:

* Your Manulife group savings 310,796
* Awerpge menthly controution to your Manulfe

group plans for the last 12 months 3250
 Reticerment age 5
= Estirraned rate of refurr, 5%
= Estirmated fond accumulated sevings at etvement 4500000

* Your maney i baing invested in the
default investments for your plan, See
the section Your savestrents by asset clss
on page 3 for details,

* ‘vou have not et designated a benelickary.
‘vou can do so by downlosding the Change
Form al www.manulife.ca/GRO or by
contecting Manulile Finanial

We can help

Contact your plan’s advisor

ot EStated NSorne LI Erent S expressed ) 1602Y'S dallarE 1118 % es3maTe of
how much your utie avidl e vwauld be vl ooy

i
i 2y o 1% AN, BTENYEI, O PpoesTlatves: e proned g lBga, L, of FwAment
adace. Al conTbutons e subject 1o plan and legisiate imits,

Ienathon Smith
15, Comsuliing Inc
1-BDD-123-4567

John Brown

The Current value of your account is
$10,796.30. If you continue your average
monthly contributions until you retire at
age 65, your estimated income during
your retirement will be $39,500* each
year.

jsmith&isconsult
ray H
3 ‘Contact us

1-888-727-7766

gromail@manulife com

Thie Manufac urers e bsarance Company

www manulife ca/GRO

Page 1ol 9

*Your estimated income at retirement is
expressed in today's dollars. It is an
estimate of how much your future annual
income would be worth today.

Your estimated annual retirement income
is an illustration only, not a guarantee of
what you will have when you reach
retirement age. Your actual retirement
income may be higher or lower,
depending on the performance of your
investments. Neither Manulife, nor any of
its agents, employees, or representatives
are providing legal, tax, or investment
advice. All contributions are subject to
plan and legislative limits.
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New world example: Sun Life

March 21, 2016

Providing estimated annual income improves the
member experience

The Retirement Planner is an important tool, helping members understand whether they
are on track to meet their retirement income goals. Providing a plan member’'s current
annual income information improves the member experience by making it possible for
Sun Life to show a member's estimated income replacement rate and their progress
towards a retirement income goal on the my financial centre section of the member
sile, even if the member has nolt compleled the Relirement Planner.

If we have the member's salary If we don't have the member's
salary

will I have enough to

retire? i
As of 03 Mar 2016 . ::’;Iil"l!?have enough to

As of 03 Mar 2016

)

-7 a0 Estimated monthly income
. =10

- at retirement

D 2 Estimated monthly incoma
Py 1 O at retirement

o/ Estimate of current incomae

0 replaced at retirement Click to view my retirement plan

Your income in retirement
Retirement Planner
” = Your goal - $4,670
"

You are here - $3,790

o
9]

Click to view my retirement plan

Retirement Planner

Annual income estimates also feed to the payroll module of MAX Review when a
campaign is run. Members will be able to clearly see the effect of contribution amounts
on their pay and the percentage of company matching funds they're receiving. This
easily understood, personally relevant online experience will greatly enhance the MAX
Review experience year after year.
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New world: Sun Life (cont’d

2.

What options do plan sponsors have for providing estimated annual income
information?

Plan sponsors are now able o provide this information within a standard demographic
file. The 'Upload a salary file’ feature on the plan sponsor website can also be used for
plans that make the Retirement Planner available to their members.

Plan Sponsars have the flexibility with either option to provide the estimated annual
income information that makes sense for their members when used in member tools or
for targeted communications. Both options also allow plan sponsors to provide defined
benefit plan information, if applicable, providing members with a more accurate income
replacement rate.

The 'Upload a salary file' feature on the sponsor site can be used anytime to update
member information, and the file uploaded can include all members or just a subset, as
needed.

Questions about providing estimated annual income information?
Contact your Sun Life Financial Group Retirement Services representative.
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Old world: what did it look like?

* Provider sends email alerts to encourage employees to use the
provider’s tools — asset allocation tools and retirement planner tools

* The email can be configured to go to members of the plan who have not
used those tools in the last year, for example

* Providers have the ability to target emails to plan members who start
using the tool but did not complete it within 14 days (etc.)
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ARE YOU RETIREMENT READY?

Whether retirement is around the corner or decades away, creating a In a few easy steps you can determine:

plan for your financial future has never been casier. +  how much income you may have every month when you retire,
«  if you're on track to meet your retirement goals, and

The Retirement Planner is a smart, simple online calculator that helps  «  create an action plan to achieve your goals.

you gel a clear picture of your progress toward your retirement goals.

GETTING STARTED
1T°5 SIMPLE 1O DOx
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r— Life Financial

Life’s brighter under the sun

10
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HERE’S THE INFORMATICN YOU NEED HANDY TO COMPLETE THE RETIREMENT PLANNER:

tered and non-re erec ings accounts

LOOKING FOR MORE DETAIL?

| bty o
Just above the Retirement Planner button is a link to 51,740 tmmemenon o
the my retirernent pian page. When you access this 539 e ey o] PR
page from this link or from the my money tools P P
section = you'll see a bar graph with a more detailed 7 7 gt el :

= Weu e harw - 41,740 B

breakdown of:

= the sources for your estimated monthly
retirement income, and

+  the key assumptions used to calculate this
information.

Want to change something? There are links to the
Retirement Planner and the make a change page
where you can see the various actions you can take
to move you closer to your retirement goals.

ALREADY COMPLETED
THE RETIREMENT PLANMER?

Remember to check back periadically to update
your information and assess whether the
information you have provided is still correct for
your current situation.

LIVE YOUR RETIREMENT THE WAY YOU’VE PLANNED

You can-access the Retirement Planner on mysunlife.ca directly from my financial centre or from my money toofs
{under My suggested tools and information of fram the top navigation menl: Resource Centre - my money thols)

DON'T HAVE YOUR KNOW YOUR RESPONSIBILITIES

ACCESS ID OR PASSWORD?
As a member of a group plan, you're resporsible for making

Signin to mysunlife.ca using your account number (see your investment dedsioqs and for using the tools and ir'r!o.rnl'narion
welcome letter or your statement for this number) and select that have been provided to help you make these decisions.
Register now. You should also decide if seeking investment advice from a

« Forgot your access 10? Select | fargot my access 1D, qualified individiial makes sense for you

+ Forgot your password? Select | forgot my password,
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JOHN SAMALE:
1T STREET
CITY O MOk Ok D

1

For the period lanuary 1 to Decemberdl, 2000

How the walug of my plans changad this period

Yalue of my planz onJanuary 1, 200 - [ F: k)|
Wy comtributicns s )
Wty emplovers corerbuti oz . S

ithdrawals frommy plars . Lo=25000
Beeg b il Lo =SAO0
My imvestment gains and Losses ... SRT0332
¥alue of my plans on Decenberd), 200, 0000000 G123, 04348
Personal rates of raturn for my plans
SHCE
THMOHIH YEAE-1D-DME (R3S TAEAK & YERK SEFL 0, P00
239% Pt UM REE M 128W

Yow pessonal roles of relum ose ned of monogement fees Formare
infosmation an how we calkutale yous pecsonal soles of selus, please
see the plazzay an page |l as sign in o pous oocount al opesuntie.oa.

by plans and theirvalues

Defined Comtribution Persion Flan L. Sm0s252

Regizered Rerirement Savings Flan .. . A398673
Tas-Free Savings Acocunt Lo G303
¥alue of my plans on Decenber3!, 2010 400 S1R, 0434 8

statement

Aoceou - mb e RATAS| B34S LST: By

o T

For more information
% Sgnintomysunlfea
%) Call 5un Life Firendal at 1 2667538612

Whatsinside

Details of my plans
Ferformence of funds and fees.
Wy finandal future
Informetion | should know
Glossary of terme

‘Welcome to Sun Life Finandal

Reries this easy-to-read format of

your aterment foran orervies of your
acccuntand arher imp orantiformetion
abeut vour plan

Bun
Life Financial
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ke sttt for J_'anuarp:-'l_.gl_{‘j'l_ﬂ_té: [}lecu-rh-uST‘?O'l.ﬁ
Accourt-rurb s SETEE B 05 6180

ABC Company Retirement Program

My D efined Contribution Pension Plan (DCPP)

Fage 2012

What isvesting?

ifyouwem, for axample to leavey our company. For more details, seathe domary
W

The termvexing rders ta the amount of your employer’s contriburions thety cu ownand have ights ta

Retiring soon?

Sun Lifs Financial's Retirement Spedali gz at]-266-733-868 2 to Learn maome

John vou' ll soon be digble to start receivingy cur pension framthe ABC Compary Retiremant Progem Call

by Defined Contribution Pension Plan profile

Crvervimw of your Detailed Flan Information

YEUF imvestments are performing and i mportant infommati on abouty cur plan

onthe nest faw pagesvouwillfind an averview for each plan covering how much money you have how

Man regstration mumber QaRQ

Whereregserad . ... ... LCntanio
Prem iNee o ST EITIATE . o e v i b e o o e ontanio
by Bensfidary. ... JAME SAMPLE SPOUSE spotse |00%)
FOr R N e G C G B R - JANE SAMPLE SPOUSE
Ity wezing status

Fundzlocked in
Fundsnotlocked in
Wiy important dares

Birth date Septermber T, 1960

lanuary 15, 1999

Septerber], 200

Vesingdare.. ... ... September 1, 2003
Meormal mtirement date. .. . September 30 2025
Eariest retirement date Sapterrber 3] 205

How miy Dafined Contribution Pension Plansvalue changad this paricod

‘Yalue of my Dahned Contrbution Pengon Manenlaners 1 280, ....... .. HAI0R 25
by contributions . . o, o000

Member required 84000
Memberyoluntan: 56000

My emplioyer’scomtribibions. .o e L 000
Employer required 2000

Walue of my Defned Contribution Pension Flan
o Decernber 31,2010 0w i e e 901,062,523
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Use anline toolsto reach your invastrmant goals

Aot reirckeer SETEET TS 1SS Fag=fefiz

Use online tools to reach your
investment goals

As an add ed-vabie Lo raertbers, 3un Life Firarcals Pln b ermber Services websibe oflers free onlne ools Lo hejpogou
with your mvesimenl goals Take advanlage of the retrsrmentand financul plinnng cokoulators booplan your nevestienl
fulure, You cana lsouse Lhe asse La llecation and retrement plnner Lok Lo find cul your mve simenl persona ity

and delermne your: lulure re leermenl savngs. Sgnen Lo mysunlifeca wath your acosss 10 and password and chidk an

ﬂ rnong tooltsunder Lhe Resource Centredrop down menu,

by retiramant goal

Fanned retirememty e oo e 205 Ao cusend S Rings cole pouy
Retirernert [festele. ... S50, 000 peryear gaalis out af sead.
Retirement [festyle complation date Septemnber 20 200

Lifagryle god momparison
B Required assetstosupport retirement ifesty b ;
Ectirrated assets at-retirement

B Estirrated shortfall of amets®. ..o
T estimated =hactdal of assed s represents e pap Beleeen whal you stoud Ihnon.rls.reln[ul.\.l\edollasj
hare lo pavide for poue reliremand tifeslyle and | e estimale o whal pou mil!
fiave of selivernien! bosed on pour assed s and fudue s wings.

tale. Mg infamaliondz based andelais wau provided when ompleling

e eetiement planner. 5ign in 4o mpaunfifem fa cevien powe cemalts, see ihe
asumplians made in these calowlalions. and redo the doal & your siduadion has
changed since the fost fime yau saved paur sesulls an Seplember X3 2300

Aboutmy plans

Review our privag policy
‘our privacy is important to us YWe may levermge our srenghs in our worldwide cperations and in cur negotiated
relati onshi ps with third party providers to hep us service some of cur cusromers. |0 some ingtances cur emplay ess,
service providers agents and<or reinsurers may be lo@ted in jursdicions cutsde Ginada and your perscnal
information mey be subjedt to the lews of those foreign jursdictiors Tovies our ament privacy policy, plegse visit
wowear nlife ca

Information | should know

Haw e you reviewed your staberment: recently!

Flea 52 review this gatement carefully All information is based on date received from you o your plan sp onsorand

iz sihjecrto legslation and the ndes of vour plan which will goverm in @ze of differences Flease advize Sun Life
Fimancial or your plan sponsor of ermrs so thaty cur records may bie cometed. Sun Life Finandal and v cur plan
sponsar reserye the Aght to comectamy amors For add itional information about the d ails oxvered in this statement
or about your plan please contadt nmysunlifeca

Regstered funds 271

Thevalue of ¥ cur acoount held in registersd pengon plans reg s ered ratimment =+ings plans andsor defermed profit
sharing plars mut be dishursed by December Azt of the vear dud ngwhich vou reach the age of 71 o may use
registered fundsto cbtainan anmity or ancther presaibed plan wehas @ Regstered Retirement Inceme Fund, Life
Income Fund, Frescribed Retirement Income Fund or Lodsed-In Retirement Income Fund [depanding on the pension
jurisdiction. Please comta & Sun Life Finandal or your fire ndal a dvisor if 3 cu need more information or darification
about dishursingy cur savirgs

EROCOD SE0O000  GrROO00 G LD

As an added value to members, Sun Life
Financial's Plan Member Services website
offers free online tools to help you with
your investment goals. Take advantage of
the retirement and financial planning
calculators to plan your investment future.
You can also use asset allocation and
retirement planner tools to find out your
investment personality and determine your
future retirement savings. Signin to
mysunlife.ca with your access ID and
password and click on my money tools
under the Resource Centre drop down
menu.

Note: The information is based on details
you provided when completing

the retirement planner. Signin to
mysunlife.ca to review your results, see
the assumptions made in these
calculations, and redo the tool if your
situation has changed since the last time
you saved your results on September 20,
2010.
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What Exactly are the Risks Here?

e Legal:

* Negligent Misrepresentation
» Breach of Contract
» Breach of Fiduciary Obligation

* Reputational

 Story of the prosthetic dolphin fin
» Disgruntled individuals may have a good point even though they may not have a valid legal claim
» Are disclaimers adequate? Do you really want to litigate?

(G <. DENTONS



Negligent Misrepresentation: Case Law

 The Cognos test - elements of negligent misrepresentation

Duty of care

An untrue, inaccurate or misleading statement, including an omission
Misrepresentation was made negligently

Reasonable reliance on the misrepresentation

Damages are suffered as a result

e Claims can arise
* in the course of day-to-day plan administration
» when there is a substantive change to the pension plan

(ICIN < . DENTONS



Negligent Misrepresentation: Case Law (cont’d)

Gauthier v. Canada (2000) 185 DLR (4th) 660 (NBCA)

e Facts:
» Gauthier was an employee with the RCMP for 21 years
 The RCMP Compensation Branch overestimated Gauthier’s pension
» Gauthier retired from the RCMP and took a lower paying job

* When the RCMP discovered the overpayment, the RCMP decreased the pension payments and
asked for a repayment of all overpayments

e Court decision:
* The RCMP negligently misrepresented Gauthier’s pension
» Gauthier retired in reliance upon erroneous calculations
e The RCMP was liable to compensate Gauthier $78,000 for his loss

IV <. DENTONS



Negligent Misrepresentation: Case Law (cont’d)

Deraps v. Labourer’s Pension Fund of Central and Eastern Canada (1999)
179 DLR (4t) 168 (ONCA)

e Facts:

* The plan administrator gave Mr. and Mrs. Deraps forms containing the option to waive joint and
survivor benefits

» Mrs. Deraps signed the forms waiving her joint and survivor benefits
» Mr. Deraps died less than a year later and Mrs. Deraps was denied benefits under the plan

e Court decision:
* The plan administrator owed a duty of care to Mrs. Deraps
* The plan administrator must provide clear and accurate information
» The plan administrator must clearly explain that signing the waiver may result in no pension benefits

I <A DENTONS



Negligent Misrepresentation: Case Law (cont’d)

Smith v. Casco 2011 ONCA 306

e Facts:

* Mr. Smith selected a pension that provided 5 years of guaranteed benefits and paid more upon
retirement, but eliminated the joint and survivor benefit

* Mrs. Smith signed a form waiving her spousal survivor pension without reading it clearly

* Mrs. Smith brought a claim in negligent misrepresentation when the pension ended 2 years after Mr.
Smith’s death, the end of the guarantee period

e Court decision:
» The trial judge held that the employer failed to advise Mrs. Smith of the consequences of signing the
waiver

» The Court of Appeal cited the statute which requires the waiver form to be approved by the
Superintendent

» The Court of Appeal found the waiver form to be substantially different from the form approved by
the Superintendent

(I < DENTONS



WHY WHY WHY ?7?77??

CAPSA Guideline No. 8 — March 28, 2014 — Canadian
Association of Pension Supervisory Authorities

“3.3 Information and Tools Regarding Projected Account Balance at Retirement

Plan administrators should consider providing members with information and tools to help
them understand and estimate their plan benefits on retirement.

Plan administrators should consider providing members, periodically, with an estimate or a
general illustration of the accumulated value of the member’s account at retirement, as well
as an estimate or example of the benefit that may result from the accumulated value.

Members should be informed that statements regarding projected account balances and
future benefits are estimates only, and the assumptions used in the estimates should be
clearly stated.

In addition, plan administrators should describe to members the purpose of the pension plan.
Members should be informed that other sources of benefits or savings may be necessary to
achieve their retirement income goals.”
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What’s happening in the U.S.?

* In May 2013 the Department of Labor issued an advanced notice of proposed
rulemaking (they called it ANPR). It proposed that DC plans illustrate how a
participant’s account would translate into a lifetime income stream. It also
suggested that sponsors could be exempt from claims regarding illustrations if
they used a numerated methods and assumptions.

» According to U.S. commentators, the 2013 ANPR generated quite a bit of
controversy.

* In May 2015 two U.S. senators introduced legislation that would require defined
contribution plan sponsors to provide lifetime income stream information. The
proposed legislation provided for plan sponsors to be exempt from liability if
Department of Labor assumptions and model disclosure rules were followed
(summoned to the 2013 ANPR proposed rule).

* In April 2016 it was reported that Phyllis Borzi, Assistant Secretary of Labor of the
Employee Benefits Security Administration stated that the Labor Department is
considering submissions and seeking data about the proposed new rule.
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