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4. The effect of using implicit annual inflation assumptions
of 6 per cent and 9 per cent instead of zero per cent, along

with reduced salary averaging periods, would have been as
follow:

Table 2

6 per cent Inflation Scenario

Decrease in liabîlîties in respect of
service prior t0 December 3 1, 1974

Decrease in curreni service cosi for
service after December 3 1, 1974, as
a per cent of contribuiory payroll

9 per cent Inflation Scenarto

Decrease in liabilities in respect of

service prior 10 December 31, 1974

Decrease in current service cosi for
service afier December 3 1, 1974, as
a per cent of contributory payroll

6 years 5 years
Salary Averaging Period

4 years

(OOO,OOO's)

(per cent)

13.33

6 years

12ý78

5 years

12.21

Salary Averaging Period
4 years

(OOO.t300's)

(per cent)

16.22 15,13

5. The 1974 RCN4PSA Report assumes that RCMPSA
contributors will, through salary revisions and promotions,
expcricnce an average long-tcrm increase in their real salaries
of more than 2 per cent per annum, i.e., more than two
percentage points above the implicitly assumed rate of annual
inflation. It is impossible to calculate a single meaningful
average figure since the average compound rate depends on
the range of ages being considered as indicated in the follow-
ing examples.

Average Comnpound Annual Real Salary Increase Assumed in the 1974
RCMPSA Actuarî,îl Report

Age Range MaIe ,înd Fem,îîe

6. Approximatc increase in rcal salaries received by
RCMPSA contributors as a resuît of salary revisions in the
last ten calendar years.

Note. S,îîary increase informatiîon is maintained on aî calendar rater thîn a fis-
cal vear basis.

Information regarding salary increases due to promotions
each year is not available. Promotional salary increase
assumptions used in the actuarial reports arc determined by
making comparisons of salary movements for various age
groups bctwcen valuations.

7. Sec reply to question 4,483, Parts 1, 2 and 4 answercd
this day.

8. See reply to question 4,483, Part 7 answered this day.

CANADIAN ARMED FORCE-S SLPERANNtjATION ACCOLNT

Question No. 4,485-Mr. Baker (Nepean-Carleton):
1. Did the actuarial reports on the Canaian F-orces Supcr.innuatio Aiccoutin

(CFSA) prlor to December 31. 1975 examine the Ct SA usiney econotîttc
assunîptions tat rcflecîed a zero inflation scenarto't

2. Did the ictuarial report on thc C FSA as at l3ecember 31, 1975 examine tce
C FSA using economie assumpîlons that rcflecied a 3 per ccent annuil inflation
scenarlo aînd, iC so, what windf,îll gaiins sserc rcalized by the C FSA sith respect
to (at) the arnount required to finance C FSA benclits e.îrned tu Decemnber t 1,

975 (b) the employer contribution raîte required iii finaînce aIl Cl SA beiet'its in
respect of carrent service after December 31, 1975 solely becausec the 1975
CFSA valuation was carried ont in a 3 per cent ,înnual inflatiîon sccnirio'l

3. To what extent would the wîndfall gains rc,îlîzed bv ttc CU1SA ttrough the
move to a 3 per cent annual inflation seenarlo in ttc 1975 actuarial report have
been reduced if tte calculation of C I SA benelîts al'ter l3ecenîber 3 1, 1975 wcre
made on ttc basis of a CFSA conîrîbutor's ta) test consecutîve (t) fîve (it) four
(iii) ttree (iv) îwo (b) test single year annual sal.îry'l

4. Whaî windfall gains would have been rcalîzed by the (ESA wit respect to
tte ainount requîred to finance CFSA tenefus carnier! t Deceniber 3 1, [975 aîîd
thc employer contribution rate requircd to finance CFSA tenefus on acu.ount of
current service after t3eccmber 3 1, 1975 if tte 1975 (1-SA actuartal report t,îd
moved to economie assomnptions reflcîîng annual inflatîion scenarios tif 6 per
cent and 9 per cent rcspecîîvely and if the calculations of CUISA tencfils aCier
Decenuter 31 ' 1975 were muade on the basis of ,î C ESA contibutor's (aî) test
consecutîve (i) six (ii) fîve (iii) four (iv) trc (v) iwo (b) test single year animaîl
sala ry'

3 years 2 years

11.61

3 years

1()ý98

2 vears

1 4 54 13.2
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