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_________________________________________________________________ 
 

AFFIDAVIT OF PETER GORHAM 
(Sworn December 10, 2020) 

_________________________________________________________________ 
 

I, Peter Gorham, of the Town of Whitby, in the Province of Ontario, MAKE OATH AND 

SAY AS FOLLOWS: 

1. I am a fellow of both the Canadian Institute of Actuaries and the Society of Actuaries, 

which is the professional association for actuaries in the United States of America.  I attained 

my designation as Associate, Society of Actuaries, in 1977 and attained both fellowships as an 

actuary in 1980. 

2. I am an experienced actuary having spent my professional career providing pension 

benefits and actuarial consulting services to numerous clients across Canada.  I retired from 

Morneau Shepell in June 2011 and commenced working for JDM Actuarial Expert Services 

Inc. as president and actuary. I continue to provide consulting services as a contractor to 

Morneau Shepell and it is in that capacity that I provide expert witness services in this matter.  

3. Attached hereto and marked as Exhibit “A”, is my curriculum vitae. 

4. Morneau Shepell was retained by Canada to prepare an actuarial valuation of the 1986-

1990 Settlement Fund for use in the sufficiency review of that fund as of December 31, 2019.  

I had previously been engaged by Canada, through Morneau Shepell, to prepare similar 

reports assessing the financial sufficiency of the Settlement Fund as at December 31, 2004, 

December 31, 2007, December 31, 2010, December 31, 2013 and December 31, 2016. 

5. In addition to myself, the Morneau Shepell personnel involved in reviewing the data and 

developing the actuarial model which provides a basis for the opinions expressed in the report 
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on fund sufficiency as at December 31, 2019 were Howard Cimring and Maria Jin. Mr. Cimring 

and I are the authors of the report; the opinions expressed therein are ours. Mr. Cimring’s CV 

is attached hereto and marked as Exhibit “B”. 

6. Attached hereto and marked as Exhibit “C” is a true copy of the Report of Morneau 

Shepell dated November 9, 2020 assessing the financial sufficiency of the 1986-1990 Hepatitis 

C Trust Fund as of December 31, 2019 (“MS Report”). 

7. Subsequent to the MS Report, the Medical Model Working Group added an addendum 

dated November 18, 2020 to its “Seventh Revision of Hepatitis C Prognostic Model Based on 

the Post-Transfusion Hepatitis C Compensation Cohort”.  The information in the addendum 

has no effect on the findings in the MS Report. Attached hereto and marked as Exhibit “D” is 

true copy of a letter from Morneau Shepell to the Department of Justice dated November 20, 

2020, which so confirms.  

8. I hereby certify that the MS Report conforms to my and Mr. Cimring and Ms. Jin’s duties 

to:  

a. Provide opinion evidence that is fair, objective and without advocacy for either 

party and related only to matters that are within our areas of expertise; and 

b. Assist the court and provide such additional assistance as the court may 

reasonably require to determine the matters in issue.  

9. I hereby certify that if called upon to give oral evidence or written testimony, I will 

give that testimony in a fair, objective manner and without advocacy for either party. 
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10. I make this affidavit in response to the plaintiffs’ material prepared in support of the 

fund sufficiency motion.     

 
SWORN remotely by Peter Gorham 
stated as being located in the Town of 
Whitby in the Province of Ontario, 
before me at the City of Toronto, in the 
Province of Ontario, this 10th day of 
December 2020, in accordance with O. 
Reg. 431/20, Administering Oath or 
Declaration Remotely. 

) 
) 
) 
) 
) 
) 

 

A Commissioner for taking affidavits 
within the Province of Ontario 
 
Nathalie Hamam 
LSUC# 58589M 

 PETER GORHAM 
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Curriculum Vitae of Peter Gorham, F.S.A., F.C.I.A.  
  
Position & 
Responsibilities 

Peter is President and Actuary of JDM Actuarial Expert Services Inc. (JDM 
Actuarial).  He provides pension and actuarial consulting advice, expert 
testimony, retirement planning and governance services. 

Areas of  
Specialization 

Peter has provided expert advice and testimony to the legal profession since 
1987.  His experience includes determining: 
x certification of criminal rates of interest, 
x lost benefits for wrongful dismissal,  
x the present value of future income and future care costs,  
x valuation of life estates,  
x present value of future trust plan benefits and present value of past funds 

under various possible investment scenarios, 
x present value of future contingent events.  

In the past, Peter has also provided expert evidence for: 
x family law pension valuations.    

He has provided expert testimony to the Supreme Court of British Columbia, 
Court of Queen’s Bench of Alberta, Court of Queen’s Bench of Manitoba, the 
Ontario Superior Court of Justice, La Cour Supérieure du Québec, the Ontario 
Unified Family Court, the High Court of Justice of Trinidad and Tobago, the 
Supreme Court of Bermuda, Canada Human Rights Tribunal, Ontario Employment 
Standards Tribunal, Ontario Workplace Safety and Insurance Tribunal and the 
Canadian Institute of Actuaries Disciplinary Tribunal. 

Within the actuarial consulting practice, Peter’s main areas of expertise include 
the design, financing, administration and governance of pension and benefit 
plans.  His strengths lie in providing innovative and workable solutions that 
address a client’s needs.  He is effective in communicating actuarial concepts in 
simple and understandable terms. 

Peter is an experienced public speaker and an author of numerous articles related 
to pensions and benefits. 

Background Peter is an actuary, receiving his fellowship in 1980.  He attended the University 
of Toronto, graduating with a B.Sc. in Actuarial and Computer Sciences.  Prior to 
founding JDM Actuarial in 2011, Peter spent 13 years as a partner at Morneau 
Shepell, and prior to that, 20 years with Aon Consulting, (formerly MLH + A inc), 
serving clients in the area of pension and employee benefits.  

Professional & 
Other 
Affiliations 

Fellow of the Canadian Institute of Actuaries 
Fellow of the Society of Actuaries 
Faculty, Humber College PPAC program 
Past-President, Rotary Club of Whitby Sunrise 
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700 – 895 Don Mills Road 
Toronto, ON, M3C 1W3  Canada 
T: 416.383.6487 
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 Education and Professional Designation 
z Fellow of the Canadian Institute of Actuaries (2004) 
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 Career and Work Experience 
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 Qualifications 
Howard is an actuary with over 25 years’ experience.  Since joining Morneau Shepell in 2002, 
Howard has been involved in all actuarial and design aspects of pension, post-employment, health 
insurance and administration programs. Howard is the lead consultant to numerous public and 
private sector clients and he oversees defined benefit actuarial valuations (pension and healthcare), 
performs plan design reviews, and co-ordinates other related projects for clients. Howard’s 
actuarial work includes assumption setting and discussion and analysis of actuarial related matters.   
  
In addition to providing advisory services to his own clients, Howard is often sought out to peer 
review and provide support on special and complex matters within our consulting practice. Howard 
also takes pride and great care in communicating with multiple stakeholders and strives to convey 
actuarial and other technical content with clarity. Howard has led and participated in various 
internal Morneau Shepell committees on actuarial, accounting and consulting standards, peer 
review, technical processes and training. 
 
Some of Howard’s clients include the Department of Justice, the Financial Services Regulatory 
Authority of Ontario, Metrolinx, Navistar Canada and Toronto Community Housing. 
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Sufficiency Review of the 1986-1990 Hepatitis C Compensation Fund 2 

1. PURPOSE 
1. This report has been prepared at the request of Health Canada and the Department of Justice of the 

Government of Canada.  Morneau Shepell was retained to perform an actuarial valuation of the 1986-
1990 Hepatitis C Compensation Fund (the “Fund”), the Special Distribution Benefits Plan and the Late 
Claims Benefits Plan as of 31 December 2019 in order to: 

a. provide an evaluation of the financial position of the three plans as of 31 December 2019 for support 
of the 2019 Sufficiency Hearings; 

b. provide an analysis of actual to expected experience for the three years from 31 December 2016 to 31 
December 2019; 

c. provide an independent review of the 2019 actuarial report prepared by Eckler for the Joint 
Committee (the “Joint Committee”) established under section 9.01 of the January 1, 1986 to July 1, 
1990 Hepatitis C Settlement Agreement (the “Settlement Agreement” or the “Plan”); 

d. provide an evaluation of the sensitivity of the valuation results to changes in key actuarial 
assumptions; and 

e. provide information to the federal government to assist them in reviewing their position with respect 
to the Fund. 

2. The intended users of this report are Health Canada, the Department of Justice of the Government of 
Canada, the Joint Committee and the courts having jurisdiction over the Plan and the Fund.  The law may 
require this report to be provided to other parties who are not intended users.  The report may not be 
provided to anyone who is not an intended user except as may be required by law.  The findings herein 
may not be used or relied upon by any party other than an intended user without the prior written 
consent of Morneau Shepell.
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2. EXECUTIVE SUMMARY 
BACKGROUND 

3. During the period 1986 to 1990, a number of people were infected with the Hepatitis C virus (“HCV”) 
from blood products.  A trust fund was established to provide compensation to people that were infected 
or secondarily infected. 

4. A summary of the benefits and the amounts payable is contained in Appendix A.  Appendix E provides a 
glossary of terms used in this report. 

5. The Settlement Agreement distinguishes between haemophiliacs and non-haemophiliacs.  In this report, 
the non-haemophiliac claimants are referred to as “transfused” claimants. 

6. Following the 2013 Sufficiency Review, the Joint Committee filed a motion to increase benefits and to 
permit late claims to be accepted (the “2016 Allocation Hearings”).  The courts ordered no changes to 
the benefits under the Settlement Agreement (hereafter referred to as the Regular Benefits), the 
creation of a Special Distribution Benefits Plan, the creation of a Late Claims Benefits Plan and the 
creation of three accounts within the Fund from which compensation will be paid – the Regular Benefits 
Account, the Special Distribution Benefits Account and the LCBP Account. 

7. This report provides an independent review of the financial position of the three plans and accounts.  

8. For this review, we were instructed to work cooperatively with Eckler to jointly select the actuarial 
methods and assumptions.  The intent is to use the same assumptions in our respective valuations 
provided that it does not result in compromising our professional integrity or result in using assumptions 
that we believe are inappropriate.  If we were unable to agree with respect to an assumption, the reasons 
therefor and financial effect was to be disclosed. 

9. We cooperated with the analysis of the data and shared our respective findings.  Both actuaries accept all 
of the assumptions used in this review – there are no differences. 

10. We have shared our respective results, and in our opinion, the differences are immaterial and the results 
should be considered as essentially the same. 

BEST ESTIMATES AND PROVISION FOR ADVERSE DEVIATIONS 

11. In this report, we show results on a best estimate basis as well as results including a provision for adverse 
deviations.   

12. The best estimate results are based on actuarial assumptions that in our opinion represent the most likely 
expectation for the future.  This means that there is approximately a 50% chance that future experience 
will be better than the assumption and a 50% chance that it will be worse.  In this way, the resulting best 
estimate actuarial liabilities represent the amount of assets required so there is approximately a 50% 
chance of having too much money and a 50% chance of having too little money.   
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13. It is neither appropriate nor prudent to assess the sufficiency of the Fund using best estimate 
assumptions.  Since there is an agreement that no additional monies will be provided to the Fund by the 
governments, it is prudent to assess the financial sufficiency of the Fund utilizing a basis that has a greater 
than even (i.e. 50%) chance of having sufficient assets to pay all future benefits.  This is done through the 
use of conservatism in the actuarial assumptions.  Conservatism is introduced through the use of 
assumptions that represent the best estimate for the future together with a provision for adverse 
deviations.  While it is possible that actual experience may deviate from our best estimate assumptions in 
a positive way (thereby reducing the Plan liabilities), this should not be recognized until such time as a 
positive deviation has occurred. 

14. The use of best estimate results together with results including a provision for adverse deviations permits 
the user of this report to assess the degree of conservatism inherent in the results.  Ultimately, it is an 
issue of individual judgement as to the amount and degree of provision for adverse deviations that is 
prudent to recognize, having regard to the interest of all parties in the three plans. 

15. We have also added an additional buffer for catastrophic events.  This provides an allowance to further 
protect the plans in the event of significant adverse events that have a very low probability of occurring.  

16. A number of assumptions are revised in the 2019 review and those which significantly impact the future 
liability pertain to the percentage of claimants who have been treated and cured in the past as well as the 
percentage that will be treated and cured in the future, the incidence of HCV drug claims submitted 
against the Fund, the cost of care claims and the continuation of Loss of Services or Loss of Support 
benefits payable to beneficiaries after the death of the claimant.  

17. The financial results presented herein are based on assumptions about the future.  Actual future 
experience is unlikely to develop exactly as projected using the assumptions.  Differences will be revealed 
in subsequent reviews. 

HEPATITIS C CLAIMANT COHORT 

18. Subject to some exceptions, the last date for filing claims for benefits from the Fund was 1 July 2010.  As 
of 31 December 2019, there were 9 transfused and haemophiliac claims in process of adjudication.  There 
will also likely be a number of additional late claims that are permitted under the terms of two Court 
Approved protocols (CAP1 and CAP2).  Regardless, we believe that most of the claimant cohort for the 
Regular Benefits Plan is now known.  Compared with prior reviews, there is now much less uncertainty 
about the characteristics of those yet to claim.   

19. Table 19 shows the number of claimants (both known and unknown) under the Regular Benefits Plan that 
we have assumed for this report.  These claimants are also entitled to compensation under the Special 
Distribution Benefits Plan. 
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Table 19 - Cohort Size – Known and Unknown Claimants – Regular Benefits Plan 

Description 
Known  

Claimants 
Unknown 
Claimants Total 

Transfused Cohort 
x alive claimants 
x claimants who died after 1998 
x claimants who died before 1999 

 
2,476 
1,338 
185 

 
28 
16 
0 

 
2,504 
1,354 
185 

Total Transfused Cohort 3,999 44 4,043 

Haemophiliac Cohort  
x alive claimants 
x claimants who died after 1998 
x claimants who died before 1999  

 
806 
262 
302 

 
5 
1 
0 

 
811 
263 
302 

Total Haemophiliac Cohort 1,370 6 1,376 

Total of all Claimants 5,369 50 5,419 

 

20. As of 31 December 2019 there are 16 approved claims for the Late Claims Benefits Plan. The majority of 
claims remain under review and have not yet been approved or denied. We have assumed there will be a 
total of 114 approved infected claimants and 228 family claimants. For the provision for adverse 
deviations, we have assumed 134 and 238 claimants respectively. 

DISEASE PROGRESSION 

21. The amount of data about the known claimants was sufficient for the Medical Model Working Group 
(“MMWG”) to base their rates of disease progression in the 2013, 2016 and 2019 MMWG Report on the 
Plan’s claimants.  Prior to the 2013 MMWG Report, they combined the claimants’ data with results from 
international studies.   

22. A major change in the treatment of HCV are the DAA drugs which greatly increase the efficacy of 
treatment and are considered to be easier to take.  These drugs are considerably more expensive than 
prior regimens with most treatments estimated to cost between $60,000 and $80,000 for a 12-week 
program.  In 2013 we assumed that the bulk of these costs would be covered by the Fund as provincial 
drug programs were assumed to not add these drugs to their formularies for some time.  For the 2016 
review we assumed that the bulk of these costs will be covered by provincial drug programs – at least for 
claimants over age 65.  For this review, we have assumed a larger portion of these costs will be covered 
by provincial drug programs for most claimants.  The amount of the claims filed for the new drug 
treatments in the prior three years has been much less than we assumed in the 2016 review. 

23. Use of these new drugs has accelerated the drug related cash flows of the Fund for compensation but 
resulted in a significant reduction in other future compensation payments as many claimants are 
assumed to have cleared the virus. 

Excess HCV Mortality 

24. There are a large number of deaths occurring at levels 2 to 5 that are being approved as having occurred 
as a result of HCV.  There is no provision in the MMWG model or in the MMWG disease progression rates 
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for any death as a result of HCV to occur below level 6.  These HCV related deaths at levels 2 to 5 are 
consistent with the expected deaths under the MMWG model, but they are considered by the MMWG 
model to be from non-HCV related causes.  We refer to these deaths as due to “excess HCV mortality”. 

25. This excess HCV mortality arises from the difference in the medical and legal definitions of “as a result of 
HCV”.  The medical definition used by the MMWG makes little allowance for HCV interacting with another 
disease and accelerating the time of death.  For purposes of the MMWG research, we agree that the use 
of the medical definition is likely the most appropriate.  For purposes of the actuarial valuation for 
sufficiency purposes, the excess HCV mortality should be recognised.  This approach is consistent with the 
2016 review. 

REGULAR BENEFITS PLAN 

26. Table 26 presents a summary of the overall financial results of the Regular Benefits Plan. 

Table 26 - Summary of Financial Results – Regular Benefits Plan 
 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 980,363 1,025,156 980,363 1,025,156 

Liabilities     

� Transfused 285,449 311,277 368,339 402,628 

� Haemophiliacs 186,311 215,306 216,221 258,017 

� HIV Program 409 820 414 830 

� Future Expenses 64,548 58,603 67,070 60,907 

Total Plan Liabilities 536,717 586,006 652,044 722,382 

Fund Surplus 443,646  439,150 328,319  302,774 

Additional buffer against 
catastrophic events   130,409 108,357 

Excess Assets   197,910  194,417 

 

27. Detailed financial results by cohort and benefit are presented in Section 8.  The assets are summarized in 
Section 7. 

28. However, we caution that due to a mismatch between the asset and liability cash flows, the excess assets 
could be very volatile and change significantly with future changes in the financial markets. 

29. The provision for adverse deviations produces a total liability that is 21% greater than the best estimate 
liability.  The additional buffer against catastrophic events adds 25% of the best estimate liability for a 
total buffer of 46% of the best estimate liability. 

30. Additional information about the provision for adverse deviations, the change in the surplus amount from 
2016 to 2019 and the sensitivity of the results to assumption changes are in Sections 8 and 11. 
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31. In our opinion, the Fund is sufficient and there are excess assets of $197.9 million at 31 December 2019. 

SPECIAL DISTRIBUTION BENEFITS 

32. Following the 2013 Sufficiency Review, the courts approved increasing certain benefits under the Plan.  
The increase in amount for these benefits is referred to as the Special Distribution Benefits.  

a. Special Distribution Benefits are to be paid entirely out of the Special Distribution Benefits Account 
that was established for this purpose.  No part of the Special Distribution Benefits is to be funded by 
the Provincial or Territorial Governments.  If the Special Distribution Benefits Account does not have 
sufficient assets to pay all Special Distribution Benefits, then benefit payments will cease. 

b. The Special Distribution Benefits include increases in benefits paid prior to 2014 as well as 
supplements that relate to future claims. 

33. Table 33 presents a summary of the overall financial results of the Special Distribution Benefits Plan. 

Table 33 - Summary of Financial Results – Special Distribution Benefits Plan 
 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 99,514 185,750 99,514 185,750 

Liabilities     

� Transfused 29,776 94,051 36,105 101,537 

� Haemophiliacs 18,586 45,098 21,200 49,081 

� Future Expenses 1,690 2,269 1,749 2,323 

Total Plan Liabilities 50,052 141,418 59,054 152,941 

Fund Surplus 49,462  44,332 40,460  32,809 

Additional buffer against 
catastrophic events   11,811 22,941 

Excess Assets   28,649  9,868 

 

34. Detailed financial results are presented in Section 9.  The assets are summarized in Section 7. 

35. The provision for adverse deviations produces a total liability that is 18% greater than the best estimate 
liability.  The additional buffer against catastrophic events adds 24% of the best estimate liability for a 
total buffer of 42% of the best estimate liability. 

36. Additional information about the provision for adverse deviations, the change in the surplus amount from 
2016 to 2019 and the sensitivity of the results to assumption changes are in Sections 9 and 11. 

37. In our opinion, the Special Distribution Benefits Account is sufficient and there are excess assets of $28.6 
million at 31 December 2019. 
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LATE CLAIMS BENEFITS PLAN 

38. Following the 2013 Sufficiency Review, the courts approved providing benefits to certain infected persons 
and their family members who failed to file a claim by the deadline specified in the Plan for a valid reason 
and who do not qualify for one of the existing situations where a late claim may be filed.  A new plan was 
established called the Late Claims Benefits Plan.  Currently a 25% holdback is applied to all benefits 
payable from this plan.  Should the courts determine that the Late Claims Benefits Plan is sufficient, they 
may order the holdback to be lifted in whole or in part and the additional compensation be paid. 

a. Late Claims Benefits are to be paid entirely out of the Late Claims Benefits Account that was 
established for this purpose.  No part of the Late Claims Benefits is to be funded by the Provincial or 
Territorial Governments.  If the Late Claims Benefits Account does not have sufficient assets to pay all 
Late Claims Benefits, then benefit payments will cease. 

b. The Late Claims Benefits are the same as the benefits under the Regular Benefits Plan as well as those 
under the Special Distribution Benefits Plan. 

39. Table 39 presents a summary of the overall financial results of the Plan including the 25% holdback. 

Table 39 - Summary of Financial Results – Late Claims Benefits Plan 
 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 48,436 48,573 48,436 48,573 

Liabilities     

� Transfused (75%) 25,746 25,681 32,219 28,602 

� Haemophiliacs (75%) 3,039 3,746 3,574 4,047 

� 25% hold back  10,203 9,809 12,539 10,883 

� Future Expenses 9,397 8,496 9,731 8,751 

Total Plan Liabilities 48,385 47,732 58,063 52,283 

Fund Surplus (Deficit) 51 841  (9,627) (3,710) 

Additional buffer against 
catastrophic events   13,354 13,071 

Excess Assets   (22,981) (16,781) 

 

40. Detailed financial results are presented in Section 10.  The assets are summarized in Section 7. 

41. The provision for adverse deviations produces a total liability that is 20% greater than the best estimate 
liability.  The additional buffer against catastrophic events adds 28% of the best estimate liability for a 
total buffer of 48% of the best estimate liability. 

42. Additional information about the provision for adverse deviations, the change in the surplus amount from 
2016 to 2019 and the sensitivity of the results to assumption changes are in Sections 10 and 11. 
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43. The present value of the holdback is estimated at $12.5 million including provision for adverse deviations.  
If the 25% holdback remains in place, the Late Claims Benefits Plan is sufficient on a provision for adverse 
deviations basis, but not sufficient if the additional buffer against catastrophic events is included. 

44. In our opinion, the Late Claims Benefits Account is not sufficient and there is a shortfall in assets of $23.0 
million at 31 December 2019. 

PROVINCIAL/TERRITORIAL CONTRIBUTION OBLIGATION 

45. The provinces and territories are given a choice under the Settlement Agreement to either contribute on 
a pay-as-you-go basis or to prefund some or their entire contribution obligation.  As of 31 December 
2019, there was a total remaining contribution of $92.5 million (net of $2.2 million contribution payable), 
of which $12,000 had been prefunded.  The remaining provincial/territorial contributions are increased 
annually for interest based on the return of 90-day Treasury Bills.  

46. We have projected the future provincial/territorial contribution requirements for each year based on the 
Regular Benefits cash flows under both the best estimate and the provision for adverse deviations 
assumptions.  (The provincial and territorial governments do not contribute to the Late Claims Benefits 
Plan or the Special Distribution Benefits Plan.) 

47. Using the best estimate assumptions for determining the amount and timing of future benefits, the 
provincial/territorial contribution obligation is expected to expire in 2033.  After that time, there will be 
no additional funds payable by the provinces and territories. 

48. Using the provision for adverse deviations assumptions, the provincial/territorial contribution obligation 
is expected to expire in 2030. 

COVID-19 

49. On March 11, 2020, the World Health Organization declared that COVID-19 was a pandemic. This public 
health crisis caused significant economic and social disruptions worldwide. 

x The COVID-19 pandemic has resulted in a higher number of deaths for the population in general as 
measured by public health officials. The effect of the outbreak on the mortality incidence for the 
Fund is unknown at this time and no adjustments to the mortality assumption have been made in 
this report. The effect on the Fund, if any, will be recognized in the gains or losses of future reports 
as the experience emerges.  

x Economic conditions also changed with a significant reduction in asset values and strained liquidity 
occurring in the month of March. Sustained lowered economic activity could also impact the Fund’s 
economic assumptions. No adjustments to the Fund assets nor to any of the economic assumptions 
have been made or anticipated in this report. 
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CERTIFICATION 

50. We hereby certify that in our opinion:

a. the Regular Benefits Plan and Account is sufficient;

b. the Special Distribution Benefits Plan and Account is sufficient;

c. the Late Claims Benefits Plan and Account is not sufficient;

d. the data used is sufficient and reliable for the purpose of the report;

e. the actuarial methods are appropriate for the purpose of this report;

f. the assumptions used are, in aggregate, appropriate for the purpose of the work;

g. the calculations were prepared in accordance with the Canadian Institute of Actuaries’ Standards of
Practice;

h. this report has been prepared and our opinions given in accordance with accepted actuarial practice in
Canada; and

i. there are no subsequent events other than those discussed in this report that we are aware of that
would have an impact on the results presented herein.

51. This report conforms to our duty to:

a. provide opinion evidence that is fair, objective and without advocacy for either party and related only
to matters that are within our area of expertise;

b. assist the court and provide such additional assistance as the court may reasonably require to
determine the matter at issue; and

c. if called upon to give oral or written testimony, we will give that testimony in a fair, objective manner
and without advocacy for either party.

52. We are available to answer any questions or to provide additional information regarding any aspect of
this report.

Respectfully submitted,
MORNEAU SHEPELL LTD.

Howard Cimring Peter J. M. Gorham 
Fellow, Canadian Institute of Actuaries Fellow, Canadian Institute of Actuaries 
Fellow, Faculty of Actuaries Fellow, Society of Actuaries 

Morneau Shepell Ltd. 
895 Don Mills Rd., Tower One, Suite 700 
Toronto ON  M3C 1W3 
Phone: (416) 445-2700 

9 November 2020 
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3. BACKGROUND
53. During the period 1996 to 1998, a number of class action lawsuits were brought forward against the

federal, provincial and territorial governments on behalf of people who were infected with Hepatitis C
from blood transfusions received between 1 January 1986 and 1 July 1990.  A Settlement Agreement was
reached as of 15 June 1999 that provided for the establishment of a trust fund to pay benefits to the
affected class.  This Settlement Agreement specifies the persons eligible to receive benefits, the amount
of benefits payable, the funding of the benefits by the federal, provincial and territorial governments and
the investment of Plan assets.

54. Benefits under the Plan are dependent on the progression of a claimant through the various levels of the
disease.  Benefits are also dependent on:

x whether the person is haemophiliac (non-haemophiliacs are referred to as “transfused”); and

x whether the person died prior to 1999 or was alive on 1 January 1999.

55. To be eligible for compensation from the Fund, claimants must show clinical evidence of infection from
Hepatitis C; must have received blood products during the period 1 January 1986 to 1 July 1990 where
such blood product can be shown to have contained the Hepatitis C virus (through a trace-back program);
and, with the exception of haemophiliacs, must be able to demonstrate that prior infection is not likely to
have occurred.  Subject to a few exceptions, claims must be filed with the administrator of the Plan prior
to 1 July 2010.

56. A summary of the Plan benefits and the amounts payable for the various levels of the disease is contained
in Appendix A.  Appendix E is a glossary of terms used in this report.

57. Following the 2013 Sufficiency Review, the courts approved two new sets of benefits (the “2016
Allocation Orders”).

a. The Special Distribution Benefits are payable under the Settlement Agreement as modified by the
2016 Allocation Orders of the courts and provide an increase, both retroactively and prospectively, to
selected benefits under the Plan.  A sub-fund (the “Special Distribution Benefits Account”) was
established within the Fund for purposes of paying these Special Distribution Benefits and it was
funded out of unallocated actuarial assets that had been identified as part of the 2013 Sufficiency
Review.  A summary of the benefits payable from the Special Distribution Benefits Plan are set out in
Appendix A.

b. The Late Claims Benefits Plan is a separate plan that provides benefits to class members who did not
file a claim within the time permitted under the Plan and who do not qualify to file a claim under the
two Court Approved Protocols dealing with late claims.  A second sub-fund (the “LCBP Account”) was
established within the Fund for purposes of paying these Late Claims Benefits and it was funded out of
unallocated actuarial assets that had been identified as part of the 2013 Sufficiency Review.  The Late
Claims Benefits Plan provides benefits equal to those payable from both the Plan and the Special
Distribution Benefits for persons who are approved as members of the Late Claims Benefits Plan.
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c. The assets transferred to the Special Distribution Benefits Account and to the LCBP Account, together 
with investment earnings, are the only assets available to pay the Special Distribution Benefits and the 
Late Claims Benefits respectively together with the administrative costs incurred in respect of those 
benefits. 

58. In addition to the sufficiency review of the Plan, this report also reviews the sufficiency of the Special 
Distribution Benefits and the Late Claims Benefits Plan.  

59. In this report, the benefits, assets and financial sufficiency are reviewed in three separate parts: 

a. the provisions of the Settlement Agreement prior to the modification by the 2016 Allocation Orders 
(the “Regular Benefits”);  

b. the Special Distribution Benefits payable under the terms of the Settlement Agreement as modified by 
the 2016 Allocation Orders, and are treated separately from the Regular Benefits; and 

c. the benefits payable from the Late Claims Benefits Plan. 

60. In this report, the term “level” is used to refer to the disease levels for which compensation is paid under 
the Plan.  The term “stage” is used to refer to the disease stages as modelled in the MMWG Report (see 
Appendix E).  There is a comparison of the various levels and stages contained in Table 72. 

61. The Settlement Agreement distinguishes between haemophiliacs and non-haemophiliacs.  In this report, 
the non-haemophiliac claimants are referred to as “transfused” claimants. 

62. Under the terms of the Plan, an actuarial valuation of the benefits is to be produced at least every three 
years to assist the courts with their review of the sufficiency of the Fund.  The most recent actuarial 
valuations for that purpose was prepared by Eckler as of 31 December 2016 (dated 27 February 2018) 
and by Morneau Shepell as of 31 December 2016 (dated 7 March 2018).   

63. At the request of Health Canada, Morneau Shepell undertook an independent review of the Plan on a 
triennial basis starting as of 31 December 2004, and through to 31 December 2016.  Health Canada has 
requested Morneau Shepell to again perform an independent review of the Plan as of 31 December 2019 
and prepare this report detailing the results. 
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4. DOCUMENTS PROVIDED  
64. In addition to data and documents used in our previous sufficiency reports, we were provided with the 

following data and documents that we have used in the preparation of this report: 

a. “Estimating the Prognosis of Canadians Infected With the Hepatitis C Virus Through the Blood Supply, 
1986-1990 – the Seventh Revision of Hepatitis C Prognostic Model Based on the Post-Transfusion 
Hepatitis C Compensation Claimant Cohort”, dated 25 March 2020 by Karen Bremner BSc, Yeva 
Sahakyan MD MPH MSc, Qilong Yi MD MSc PhD, William Wong, PhD and Murray Krahn MD MSc FRCPC 
(the “MMWG Report”); 

b. A data file containing class member data as of 31 December 2019 that was provided to the Medical 
Model Working Group (the “MMWG”);  

c. A data file containing class member data as of 31 December 2019 that was prepared by the 
administrator, Epiq Global at the request of the Joint Committee for purposes of the sufficiency 
review; 

d. The investment summary reports prepared by Eckler as at 31 December 2017, 2018 and 2019; 

e. The audited financial statements prepared by Deloitte LLP as at 31 December 2017, 2018 and 2019; 

f. Numerous email correspondence between some or all of the Joint Committee, Department of Justice, 
Epiq Global, the MMWG, Eckler and Morneau Shepell in which queries were raised, answers provided 
and supplemental information provided, all of which was carried out within the spirit of cooperation 
between Eckler and Morneau Shepell;  

g. The sufficiency review report prepared by Eckler as of 31 December 2016 and 31 December 2019. 
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5. DISEASE PROGRESSION 
65. The following is a high-level summary of Hepatitis C 

disease progression as it has a bearing on this valuation, 
based on our understanding of the MMWG Report.  We 
have utilized these findings in this valuation. 

66. A person infected with Hepatitis C will usually show signs 
of the infection through blood tests.  A number of people 
infected recover, possibly without knowing that they have 
been infected (spontaneous viral clearance (“SVC”) or 
sustained viral response (“SVR”)) but will still have signs of 
the disease in their blood.  This is referred to in this report 
as stage RNA negative, or as F0(RNA-).   

67. We understand that there may be a remote chance of the 
disease redeveloping in the future.  In past sufficiency 
reviews, this possibility was ignored.  With the 2016 
MMWG Model, progression rates for those who have had 
an SVC or SVR were developed and this possibility is now 
included in the model.  Despite the small probability of 
advancing in the disease, a person at stage F0(RNA-) is 
referred to as recovered. 

68. The rate at which Hepatitis C develops varies from person to person.  It can take many years before some 
people will notice that they are sick and discover they have the disease, whereas others will progress 
through the various stages much more quickly.  The progression of the disease is assumed to be similar in 
haemophiliacs and non-haemophiliacs.  However, due to the younger age and higher co-infection with 
HIV of haemophiliacs, there is a greater chance of developing cirrhosis and of death from Hepatitis C 
among haemophiliacs than transfused claimants. 

69. The stages that are modelled in the MMWG report differ from the levels that are used for compensation 
under the Plan.  Based upon advice provided by the authors of the MMWG report, Eckler determined an 
approximate relationship between the levels under the Plan and stages as modelled in the MMWG 
report.  We have utilized the same assumed equivalency for purposes of this report.  We understand that 
non-bridging fibrosis is actually identified in patients somewhere between stages F1 and F2.  For purposes 
of their work, the MMWG assumed non-bridging fibrosis occurs at clinical stage F1, earlier than it would 
occur for most patients.  We have made the same assumption.   

70. It may be that this linking of Level 3 (non-bridging fibrosis) with stage F1 introduces a level of 
conservatism to the results.  Such conservatism is present in all of our results, including those identified 
as “best estimate”.  We have not attempted to adjust for this since the linkage between level 3 and stage 
F1 appears to be consistent with the way the claimant data is presented and the results presented in the 
MMWG Report. 

71. In the 2013 review, claimants who were identified as having renal failure, glomerulonephtitis, or 
cryoplobulinemia were assumed to all be treated and to recover.  Claimants with B-cell lymphoma were 

In This Section…. 

We provide a brief summary of:  

� the MMWG medical model and 
the various stages of Hepatitis C 

� Changes in the model from the 
2016 version 

� transition rates between stages 

� treatment effect on transition 
rates 

� HIV co-infection effect on 
progression of Hepatitis C 

� excess HCV mortality 
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considered to have the same future probabilities as those with Decompensation.  With the 2016 MMWG 
Model, these diseases have all been combined together as “HCV-related extrahepatic disease”, or 
“Extrahepatic” (B-cell lymphoma, renal failure, glomerulonephtitis and cryoplobulinemia).  Rates of 
transition to Extrahepatic from F0(RNA+) through F4 were added and transition rates for Extrahepatic 
claimants to death were included for those who have not cleared the virus as well as those who have had 
a SVC. 

72. The stages modelled in the MMWG report and the levels recognized under the Plan are: 

Table 72 – Hepatitis C Disease Stages and Levels 
MMWG 

Stage MMWG Stage Description 
Compensation 

Plan Levels Compensation Plan Description 

F0(RNA-) Fibrosis Stage 0 – RNA 
negative 

1 Claimants who have cleared the 
virus 

SVC Spontaneous Viral 
Clearance 

1  

SVR Sustained Viral Response *  

F0(RNA+) Fibrosis Stage 0 – RNA 
positive 

2 PCR test positive 

F1 Fibrosis Stage 1 
3 

Non-Bridging Fibrosis 

F2 Fibrosis Stage 2 

F3 Fibrosis Stage 3 4 Bridging Fibrosis 

F4 Cirrhosis 5 Cirrhosis 

HCC Hepatocellular Cancer 

6 

Cancer 

Decomp Decompensated cirrhosis Liver decompensation 

Xhepatic Extrahepatic Renal failure; Glomerulonephtitis; 
Lymphoma; Cryoplobulinemia. 

Transplant Liver Transplant Liver Transplant 

Death Liver related death  Death 

*  SVR is the state of having cleared the virus after receiving treatment.  In the 2016 MMWG report, the claimant’s 
probability of progressing to a higher level is about 8.6% of the rates at levels 2 to 4.  At level 5, cirrhosis, progression 
for those with a prior SVR occurs at approximately half the regular rate.  In the 2019 MMWG report, the same 
progressing rate remains except for the ones stated in Table 83. Any damage done by the virus is not reversed. 

 

73. In the MMWG model, the disease was modelled recognizing a maximum progression of one stage in a 
year.  Progression to subsequent stages would occur in sequence except:  

a. one can transition from any of stages F0(RNA+) through F3 to SVC or SVR and from F4 to SVR; 

b. one can transition from any of the stages F1 through F4 to HCC; and 

c. one can transition from any of the stages F0(RNA+) through F4 to Extrahepatic.   
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74. Chart 74 shows the possible sequences of disease progression as recognized and modelled in the report.  
It should be noted that there may be other patterns to the disease progression, including regression to an 
earlier stage.  However, they were considered to have such a low probability as to be immaterial to the 
results.  The percentages shown on the chart are the MMWG baseline probabilities for a transfused 
person of transitioning from one disease stage to another over the course of a year.  As discussed below, 
transition probabilities for HIV co-infected people are higher, and for those who have been successfully 
treated (SVR) or are status SVC (Spontaneous Viral Clearance) the transition probabilities are lower. 
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Chart 74 – Disease Progression as Modeled in the MMWG Report 
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MORTALITY FROM NON-LIVER RELATED CAUSES 

75. During the time that a person has Hepatitis C, they continue to be subject to death from causes other 
than Hepatitis C.  This is no different from others who do not have Hepatitis C.  Both the MMWG report 
and this report recognize that possibility in the projections done.  A claimant who dies from non-liver 
related causes remains entitled to any payments made or due based on the stage reached prior to death, 
but is not entitled to any additional payments as a result of death. 

76. For the 2019 medical model, the MMWG applied mortality rates derived from the claimant cohort.  In our 
discussions with Eckler, we agreed to utilise the Canada Life Tables 2016-2018 for all non-liver related 
mortality.  The impact of this change from the MMWG model assumption on the projections and the 
financial results is immaterial. 

EXCESS MORTALITY RELATED TO THE CONDITION REQUIRING BLOOD TRANSFUSION 

77. Many persons entitled to compensation under the Plan received a blood transfusion during the period 
1986 to 1990.  Because MMWG utilised cohort data to determine mortality from non-HCV causes in their 
report, there is no need for them to have considered this issue.  The 2010 MMWG report discussed the 
possible existence of excess mortality in relation to average population mortality as a result of the 
condition that gave rise to the need for the transfusion.  It was concluded that any such excess mortality 
would reduce to nothing or an immaterial level during the ten years following the transfusion.  Since the 
most recent blood transfusion that could be related to the transmission of Hepatitis C for infected 
claimants under this Plan occurred more than 10 years ago, the possibility of excess mortality factors 
unrelated to Hepatitis C is ignored. 

78. It is possible that a claimant under the Plan might have received a subsequent blood transfusion and may 
be subject to excess mortality as a result of the condition that gave rise to that transfusion.  This 
possibility has been ignored since the mortality table used for this report reflects such issues by virtue of 
being a Canadian population mortality table. 

TRANSITION PROBABILITIES 

79. The progress of a claimant through the various disease stages is modelled using probabilities.  The 
transition probabilities used in our calculations are taken from the MMWG Report and are the same as 
the baseline rates used in the MMWG Report.  These represent the probability of transition to another 
disease stage during the course of one year.   

80. In 2010 and prior MMWG Reports, the MMWG established the baseline transition rates as a blend of the 
experience of the claimant cohort and results of published studies from around the world. 

81. With the 2013 MMWG Report, the baseline transition rates were determined based only on the 
experience of the claimant cohort.  That was continued in the 2016 and 2019 reports.  We consider these 
2019 rates as the best estimate transition probabilities. 
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82. For purposes of the valuation model, a claimant who experiences SVC or SVR is transitioned to status SVC 
but retains their prior disease level.  The process of SVR and SVC does not undo any physical damage that 
had previously occurred and it is therefore appropriate to recognise that a claimant at SVC (F4) may still 
have a disability and file a claim for Loss of Income or for Loss of Services in the Home.  A claimant at 
SVC(F1) is much less likely to have a future disability and so will likely never have a claim for Loss of 
Income or for Loss of Services in the Home.  

83. The modelling of SVC and SVR has changed from prior valuations.  For a claimant who has been treated 
and is cured (SVC or SVR), transitioning to higher disease stages is still assumed possible but at a reduced 
probability, as outlined in table 83. 

Table 83 – Reduced transition rates following cure  

From To 
Transition as a % 

of base rate  

SVR (F0(RNA+), F1, F2, F3) F1, F2, F3 or F4 8.6%1 

SVR (F4) Decomp 28.0% 

SVR (F0(RNA+), F1, F2, F3, F4 or Decomp) HCC 31.0% 

SVR (F0(RNA+), F1, F2, F3 or F4) Extrahepatic 42.0% 

SVR (Xhepatic) Death 5.0% 

SVR (Decomp) Transplant or Death 32.0% 

 

84. The baseline transition probabilities are from Table 11 of the MMWG report.  The baseline probabilities 
represent the mean probabilities and are the values used for both the best estimate and provision for 
adverse deviations liabilities in this report.  The transition probabilities are adjusted for the effects of 
successful treatment and for the effects of HIV on fibrosis progression in the same manner as was done in 
the MMWG Report.  The basic transition probabilities are shown in Table 84. 

  

                                                                 
1  The formula used is:  1 - EXP(8.6% * LN(1 - baseline probability)). For the other rows in the table, the 8.6% is replaced 

accordingly. 
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Table 84 - Transition Rates for Singly Infected – 2019 with comparatives from 2016 and 2013 

From Stage To Stage 
Transition Rates 

2013 
Transition Rates     

2016 
Transition Rates 

2019 

F0(RNA-) F0(RNA+) 0.00% 0.00% 0.00% 

F0(RNA+) F1 5.40% 4.10% 3.70% 

F1 F2 12.00% 12.20% 12.00% 

F2 F3 13.50% 13.80% 13.20% 

F3 F4 13.80% 14.00% 13.80% 

F4 Decompensation 7.80% 8.50% 7.50% 

Decompensation Transplant 0.40% 1.50% 1.20% 

F1 HCC 0.01% 0.01% 0.01% 

F2 HCC 0.01% 0.01% 0.01% 

F3 HCC 0.10% 0.10% 0.10% 

F4 HCC 2.50% 2.60% 2.50% 

Decompensation HCC 2.50% 2.60% 2.50% 

HCC Transplant 0.40% 0.76% 0.70% 

F0(RNA+) Extrahepatic n/a 0.21% 0.20% 

F1 Extrahepatic n/a 0.21% 0.20% 

F2 Extrahepatic n/a 0.21% 0.20% 

F3 Extrahepatic n/a 0.21% 0.20% 

F4 Extrahepatic n/a 0.21% 0.20% 

F0(RNA+) SVC(F0) 1.70% 1.70% 1.70% 

F1 SVC(F1) 1.70% 1.70% 1.70% 

F2 SVC(F2) 1.00% 1.70% 1.70% 

F3 SVC(F3) 0.50% 1.70% 1.70% 

SVC(F0) SVC(F1) 0.00% 0.36% 0.32% 

SVC(F1) SVC(F2) 0.00% 1.11% 1.03% 

SVC(F2) SVC(F3) 0.00% 1.27% 1.14% 

SVC(F3) SVC(F4) 0.00% 1.29% 1.19% 

SVC(F4) Decompensation 3.98% 4.34% 2.10% 

SVC(F4) HCC n/a 1.31% 0.78% 

 

85. With the exception of non-HCV related mortality (Canada Life Tables, 2016-2018, that are based on age 
and gender), the transition rates do not vary by age, gender or duration of infection. 

86. The transition rates for 2019 have generally decreased or remained unchanged from those used in 2016.  
None of the changes are, in our opinion, significant but rather are more in the nature of fine tuning.  
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Effect of treatment on fibrosis progression 

87. There are a number of treatments available for Hepatitis C that, if successful, will slow down or arrest 
progression of the disease.  In the past six to nine years, a number of new drugs have been approved that 
have significantly improved treatment prognosis compared with the drugs previously available.  

88. These new drugs are taken in a pill form rather than by injection, have less severe side-effects during 
treatment, have a shorter recommended duration for treatment and have a significantly higher efficacy 
rate than the previous treatments.  The medical model recognised these new drugs in the 2013 report 
with a major change to the assumptions for future treatments.  Those assumptions are continued for the 
2016 and 2019 reviews but updated to recognise further advances in treatments available. 

89. Only one future treatment per claimant is assumed.  A claimant who received treatment prior to 2020 
that was not successful, is eligible for a future treatment.  However, a claimant who receives treatment 
after 1 January 2020 and who is not cured is assumed to never receive another treatment. 

90. The rate of treatment, type of drug assumed to be used and efficacy differ between those who have not 
received treatment in the past (treatment naïve) and those with past treatments (previously treated) as 
well as between those co-infected and not co-infected with HIV. 

91. The rate of treatment, type of treatment received and efficacy of the different treatments varies based 
on certain characteristics of the claimants.  Table 91 summarises the probability of receiving treatment at 
some time during the five-year period 2020 to 2024.  Treatment at the Decompensation stage was added 
to the MMWG model for the 2019 review. 

Table 91 – Probability of Receiving Treatment Within Next Five Years* 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 81.00% 88.00% 91.30% 94.00% 

F1/F2 89.80% 92.20% 94.90% 96.20% 

F3 92.10% 96.00% 94.90% 97.60% 

F4 91.20% 96.20% 93.00% 98.20% 

Decompensation 73.40% 77.70% 78.00% 84.20% 

*  Extrahepatic receive treatment based on the disease stage they transitioned from (F0 to F4) 

92. The treatment rates set out in the MMWG Report gave the percentage of claimants that are assumed to 
receive treatment at some time during the period 2020 to 2024, the percentage who discontinue 
treatment, the types of drugs used and the efficacy rate for treatments.  The rates vary based on disease 
stage, whether one was previously treated, whether one is co-infected with HIV and the type of drug 
utilised.  Based on those assumptions we developed annual cure rates. 

93. The following rates give the percent of non-cured infected claimants who are assumed to clear the virus 
in each future year.  These rates are a combination of the percentage of claimants assumed to be treated, 
the rates of discontinuance, the type of drug used and the efficacy of the drug.  Over five years, these 
rates produce the same results as the rates in the MMWG Report. 
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Table 93 – Annual Rates of SVR* – 2019 Best Estimate 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 27.30% 32.70% 37.30% 40.90% 

F1/F2 35.40% 37.80% 43.30% 45.60% 

F3 38.50% 44.90% 43.30% 50.00% 

F4 37.20% 45.40% 39.80% 52.50% 

Decompensation 22.48% 25.23% 24.51% 29.33% 

* The annual rate of SVR (cure rate) is the percent of all claimants in a future year who are assumed to 
be cured through taking drug treatment. The medical model assumes that only one treatment regimen 
will be given per claimant on and after 1 January 2020, regardless of any treatments received prior to 
that. Extrahepatic cure rates are based on the disease stage they transitioned from (F0 to F4). 

94. For the provision for adverse deviations, we extended the period over which treatments are assumed to 
be received by the claimants from five years to ten years and reduced the drug efficacy to 90% of the 
rates in the MMWG Report.  That produces lower annual rates of SVR, and the total percentage of the 
claimants assumed to be cured after ten years is lower than the best estimate assumptions after five 
years.  The difference in the liabilities comes from fewer claimants being cured, the additional delay 
before treatment and the possibility of claimants advancing in the disease prior to treatment. 

Table 94 – Annual Rates of SVR – 2019 Provision for Adverse Deviations 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 15.30% 21.67% 19.11% 24.52% 

F1/F2 20.41% 25.74% 22.52% 27.89% 

F3 22.42% 25.74% 27.52% 31.13% 

F4 21.58% 23.35% 27.89% 33.08% 

Decompensation 12.40% 14.05% 13.93% 16.85% 

 

95. A claimant who has been cured is assumed to advance to a higher level as described in table 83. 

96. For the 2016 MMWG model, treatment was assumed to be considered for patients at stages – F0 through 
F4 and Extrahepatic. The cure rates assumed for the 2016 review were: 
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Table 96 – Annual Rates of SVR – 2016 Review 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 27.30% 32.70% 37.30% 40.90% 

F1/F2 35.40% 37.80% 43.30% 45.60% 

F3 38.50% 44.90% 43.30% 50.00% 

F4 37.20% 45.40% 39.80% 52.50% 

 

97. Compared to 2016 MMWG report, the 2019 cure rates at the same stages are unchanged.  

Effect of HIV co-infection on fibrosis progression 

98. HIV co-infection has an impact on the fibrosis progression rate of Hepatitis C.  Haemophiliacs who are co-
infected with HIV are subject to a differing set of transition probabilities from stages F0(RNA+) to 
decompensation.  The baseline transition probabilities are increased by a factor of 1.92.2  This remains 
the same as 2016 assumption. 

Effect of HIV co-infection on population mortality 

99. A number of claimants are infected with both Hepatitis C and HIV.  Most of these are among the 
haemophiliac cohort, of which about 17% of the known alive haemophiliac claimants are co-infected with 
HIV.  It is presumed under the Plan that the HIV infection was due to a blood transfusion.  The presence of 
HIV is assumed to increase the non-liver death mortality rates by a factor of 6.24 (same as 2016).  This is 
recognized in this report only for haemophiliacs. 

100. Of the known transfused cohort, about 1/3 of one percent are co-infected with HIV.  The population 
mortality table used in both the MMWG Report and this report is based on population statistics that 
include people with HIV/AIDS.  As a result, we can assume that any excess mortality due to the presence 
of HIV among the transfused cohort is adequately recognised in the population mortality table used. 

EXPECTED DURATION AT EACH LEVEL 

101. Based on the disease progression rates, we can determine an average time spent within each disease 
level for people with HCV.  This is based on time since infection and ignores normal mortality rates.  If 
normal mortality rates were included, the actual time would be shorter. 

102. Chart 102 shows the average number of years a person could be expected to spend at each of the disease 
Levels 2 to 6.  Level 1 is not shown since it is considered to be recovered and the assumption is that no 
person at Level 1 will progress further in the disease.  Similarly, those who have SVC/SVR are not shown 
as they are cured and are expected to advance very slowly in the disease (except at stage F4).  This chart 
shows the expectancy based on the disease progression rates assumed in each of the 2004 to 2019 
sufficiency reviews. 

                                                                 
2  The formula used is:   1 - EXP(1.92 * LN(1 - baseline probability)).  
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Chart 102 – Expected duration at each level under the MMWG Model 2004 – 2019  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DATA ADJUSTMENTS APPLIED IN MMWG MODEL 

103. The MMWG team apply adjustments to the observed data provided by the administrator.  These 
adjustments appear to us to be due to the lag in the diagnosis of and reporting disease levels to the 
administrator.  

104. Class members’ actual disease levels are not the current level in all cases.  A person may have advanced 
to a new level but is not yet aware of it due to not having visited their doctor or not having been 
diagnosed at the new level.  A person may be aware of the change in level but may not yet have reported 
it to the Administrator.  This would be particularly prevalent for changes from level 3 to level 4, since 
there is no additional compensation available at level 4 unless and until the person suffers a Loss of 
Income or Loss of Services in the home.   

105. It appears to us quite reasonable that the MMWG would make such adjustments to the extent that they 
have information available to make these reclassifications.  They discuss their adjustments on pages 20 to 
23 of the MMWG Report.  Failing to make these adjustments might result in a lower probability of 
transition between stages than may actually exist.  
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106. While we are not in a position to assess these adjustments, we believe that they probably make sense for 
purposes of determining transition probabilities and therefore result in more realistic transition 
probabilities than would be obtained in the absence of such adjustments. 

107. However, these adjustments are not appropriate for use in the disease distribution of the class members 
for the actuarial valuation.  The purpose of the valuation is to determine the present value of future 
benefit payments.  If we did make similar adjustments as the MMWG, the timing and possibly the 
quantum of the future benefit payments would be affected. Consequently, we ignored the adjustments 
made by the MMWG to current disease levels. 

EXCESS DEATHS DUE TO HCV  

108. The Plan provides benefits to be paid to claimants whose death was “caused by his or her infection with 
HCV”.   In reviewing the past experience of the Plan, we noticed that the incidence of HCV-related deaths 
differed markedly from what the MMWG model predicted.   

109. In particular, the MMWG model provides for death caused by HCV only at level 6.  The claims experience 
indicates that there are many infected persons who die at other levels, including level 2, where the death 
is classified as caused by HCV.  We refer to these as excess HCV deaths or excess HCV mortality. 

110. We understand that there is a significant difference in the interpretation of the phrase “caused by” 
between a doctor and the legal profession.  We believe that the MMWG model provides for death as a 
result of HCV where HCV had a material contribution to death.  The administration of the Plan appears to 
allow for deaths to be classified as a result of HCV where HCV had a less than material contribution to the 
death.  As a result, there are many claimants who are approved for family and dependant benefits where 
the MMWG model would not recognize the death being as a result of HCV. 

111. This should not be construed as a criticism or failing of the MMWG model.  There is nothing to suggest 
that the MMWG model fails to provide properly for HCV related death, based on the medical profession’s 
definition of the term.  The real issue is that we need to reconcile the MMWG model with the 
administration process and make allowance in the valuation for this difference in classification of deaths. 

112. Based on Plan experience to date, about 43% of all post 1999 transfused deaths and 62% of all post 1999 
haemophiliac deaths have been classified as being caused by HCV. 

113. Effective with the 2007 valuation, we analysed the past experience of the Plan and created a mortality 
assumption for excess HCV related deaths.  That assumption was retained for subsequent sufficiency 
reviews. 

114. The analysis and development of the assumption can be found in the 2010 Morneau Shepell Sufficiency 
Report and is not repeated here.   

115. It should be noted that the analysis looked at differences between:  

a. transfused and haemophiliac claimants;  

b. those co-infected with HIV and those not co-infected; and 

c. different age groups.   
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There was little statistically credible differences and so we determined it was appropriate to develop an 
assumption that does not vary between those classifications3.  The only credible differences we found 
were between claimants at the various disease levels. 

116. Since the MMWG model does not recognize any increase in mortality due to HCV infection except at level 
6, we determined that we should make no changes to the MMWG assumptions.  Further, we noted that 
the number of deaths from all causes at levels 1 to 5 is within a reasonable range of what would be 
expected based on the Canada Life Tables.  We have therefore assumed that all deaths at levels 1 to 5 will 
be in accordance with the Canada Life Tables 2016-2018 but that we should allocate those deaths 
between HCV-related and not HCV-related. 

117. Table 117a shows the number of HCV related and non-HCV related deaths at each level by age grouping.  
Table 117b shows the ratio of HCV related and non-HCV related deaths at each level by age grouping.  For 
these tables, we analyzed only deaths occurring after 1999, so there is no overstatement from the pre-
1999 deaths. 

Table 117a – Number of HCV Related and Non-HCV Related Deaths, 1999 to 2019 

  Disease Level 

Age   1 2 3 4 5 6 Total 

0-30 HCV Death 0 1 0 1 4 9 15 

 Non-HCV Death 3 7 3 1 0 1 15 

30-45 HCV Death 0 2 11 0 10 47 70 

 Non-HCV Death 15 12 19 2 6 3 57 

45-60 HCV Death 0 0 9 3 21 137 170 

 Non-HCV Death 30 42 36 9 10 12 139 

60-75 HCV Death 0 6 9 7 41 190 253 

 Non-HCV Death 55 81 33 11 22 5 207 

75-110 HCV Death 0 11 7 5 31 182 236 

 Non-HCV Death 143 201 43 10 21 7 425 

Totals HCV Death 0 20 36 16 107 565 744 

 Non-HCV Death 246 343 134 33 59 28 843 

 Total 246 363 170 49 166 593 1,587 

 

                                                                 
3  In looking at possible variances by haemophiliac status, age and co-infection status, the level 6 deaths were largely ignored since 

most of them are expected under the medical model and are not excess HCV deaths.  We also ignored Level 1 deaths since they 
are cured and presumably have no liver damage due to HCV. 
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Table 117b – Ratio of HCV Related and Non-HCV Related Deaths, 1999 to 2019 

  Disease Level 

Age   1 2 3 4 5 6 Total 

0-30 HCV Death 0% 12% 0% 50% 100% 90% 50% 

 Non-HCV Death 100% 88% 100% 50% 0% 10% 50% 

30-45 HCV Death 0% 14% 37% 0% 62% 94% 55% 

 Non-HCV Death 100% 86% 63% 100% 38% 6% 45% 

45-60 HCV Death 0% 0% 20% 25% 68% 92% 55% 

 Non-HCV Death 100% 100% 80% 75% 32% 8% 45% 

60-75 HCV Death 0% 7% 21% 39% 65% 97% 55% 

 Non-HCV Death 100% 93% 79% 61% 35% 3% 45% 

75-110 HCV Death 0% 5% 14% 33% 60% 96% 36% 

 Non-HCV Death 100% 95% 86% 67% 40% 4% 64% 

Totals HCV Death 0% 6% 21% 33% 64% 95% 47% 

 Non-HCV Death 100% 94% 79% 67% 36% 5% 53% 

 

118. During the 2016 sufficiency review, we noted that the number of excess HCV deaths during the prior 
three years had been less than we expected based on analysis of deaths prior to 2013.  We asked the 
administrator whether there has been a change in adjudication practices that could account for this 
difference from past experience and were advised that there were no changes.  We noticed that the 
pattern of fewer than expected excess HCV deaths had continued over the past three years.  
Consequently, we reviewed the overall and the more recent experience of excess HCV deaths.  We have 
made a number of adjustments to the ratio of HCV related and non-HCV related deaths for the 2019 
sufficiency review. 

119. The MMWG model provides for HCV related death at level 6 only.  Therefore, it is important to remember 
that we expect a large number of HCV related deaths at level 6.  We also expect some non-HCV related 
deaths at level 6, since there are other causes of death that may affect even the most serious case of 
HCV.  Prior to 2013, the MMWG model made provision for that, but with effect from the 2013 model, the 
MMWG have assumed that all deaths at level 6 will be as a result of HCV.  What the MMWG model does 
not do is provide for HCV related deaths at levels 1 to 5. 

120. With the expectation that the number of cured claimants would increase significantly, as part of the 2016 
review, we discussed, along with Eckler, what effect SVC and SVR might have on the excess HCV mortality.  
Medical experts advised us that while excess HCV deaths will likely be less for a person cured, they will 
not disappear.  The following factors will influence the rate: 

a. any damage done by the disease is not undone by virtue of being cured and it will persist for the 
balance of life; 

b. any other diseases the claimant has will remain and any effect on that disease(s) from HCV will likely 
continue to affect the person for some time; and 
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c. recovery time from the effects of HCV for most claimants is likely to be a few months at level 3 to a 
few years at level 5 with some claimants at level 5 and almost all at level 6 possibly never having a 
complete recovery from the effects of HCV.   

121. We decided to make separate assumptions for excess HCV mortality based upon whether the claimant 
has and has not cleared the virus. 

122. Table 124 provides the percentage of the deaths based on the Canada Life Table that we will consider as 
being as a result of HCV.  The rest of the deaths based on the Canada Life Tables will be considered as 
non-HCV related.  At levels 4 and 5, the percent of deaths related to HCV have been reduced from the 
assumption used in 2016. 

123. Using this assumption for excess HCV mortality does not change any of the MMWG population 
projections other than to take a percentage of the non-HCV related deaths and reclassify them as being 
as a result of HCV.  The total number of deaths projected by the MMWG model in their Table 14, and in 
particular, the total number of HCV related deaths resulting from the MMWG mortality assumption at 
level 6 remains unchanged.   

124. For example, assume for a particular group that the MMWG model projects 25 HCV related deaths and 75 
non-HCV related deaths by 2040.  This excess HCV related mortality assumption would apply to the 75 
non-HCV related deaths and reclassify some of them.  This might result in an additional 30 HCV related 
deaths with 45 remaining as non-HCV related.  We will still have 100 total deaths and we will still have 25 
HCV related deaths resulting from the HCV related mortality assumption within the MMWG model at 
level 6. 

Table 124 – Assumption for Percentage of Deaths Classified as HCV-Related 

 Disease Level 

  1 2 3 4 5 6 

Claimants who have not cleared the virus    

HCV Death 0% 5% 25% 35% 50% 100% 

Non-HCV Death 100% 95% 75% 65% 50% 0% 

Claimants who have cleared the virus    

HCV Death 0% 0% 5% 20% 35% 100% 

Non-HCV Death 100% 100% 95% 80% 65% 0% 
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6. HEPATITIS C CLAIMANT COHORT 
125. Both the benefits under the Plan and the assumptions for 

disease progression differ between transfused and 
haemophiliac claimants.  Therefore, we have separated the 
claimants into two cohorts, transfused and haemophiliacs. 

126. As of the valuation date, the first claims deadline (30 June 
2010) has passed and there is now only limited opportunity 
for a person to file a claim under the Settlement 
Agreement4.  Two Court Approved Protocols for the 
adjudication and approval of claims submitted after 30 June 
2010 (CAP1 and CAP2) have been adopted since 2010. 

127. The claimant cohort eligible for Special Distribution 
Benefits is the same as those eligible for the Regular 
Benefits.  A person who is ineligible to file a claim under the 
Settlement Agreement may be eligible to file under the 
Late Claims Benefits Plan.  A separate set of cohorts for the 
Late Claims Benefits Plan is summarised in paragraphs 146 to 154.   

128. The ultimate number of claimants is unknown and assumptions are required about the number and 
disease stage of the future claimants (the “unknown” claimants).  There are some claims that have been 
previously submitted that are still under review and for which a decision about approval has not yet been 
made.  There will likely be some additional claims made under the provisions for late claims under the 
Regular Benefit Plan. 

129. Morneau Shepell and Eckler held a number of conference calls during which the expected number of 
future approvals were discussed, input from the Joint Committee was provided, and agreement was 
reached on the size of the expected unknown claimant cohort.  This section discusses the rationale used 
by both actuaries in setting the assumed number and characteristics of the unknown claimant cohort. 

130. The known claimants are a fact.  The key assumptions required about the claimant cohort are: 

a. Number of unknown (future) claimants; 

b. Timing of the filing of their claims; 

c. Approval rate for acceptance into the Class; 

d. Status at the time of approval (whether they are alive, deceased prior to 1999, deceased since 1 
January 1999 and whether death was as a result of HCV); 

                                                                 
4  To be accepted after 30 June 2010, the claim must be made within one year of the person attaining his or her age of majority; or 

the claim must be made within three years of the date the person first learned of his or her infection and the court grants leave 
to apply for compensation.  For a secondarily infected person, the claim must be filed within 3 years of the date the primarily 
infected person’s claim was filed. 

In This Section, we…. 

� develop our assumptions 
about the number of future 
unknown claimants, 

� discuss the assumed 
distribution of claimants by 
disease level, HIV co-infection 
and for deceased claimants, 
cause of death, and 

� develop our assumptions 
about the expected number of 
approved claimants under the 
Late Claims Benefits Plan. 
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e. Disease stage of their illness at the time their claim is filed. 

131. That information is known for the existing claimants.  The following discusses the assumptions made with 
respect to the unknown claimants. 

UNKNOWN CLAIMANTS – REGULAR BENEFITS PLAN 

132. There are 12 claims for transfused claimants and no claims for haemophiliac claimants that have been 
filed and for which neither approval nor denial has been issued as of 31 December 2019.  It is likely that 
some of these claims will be approved in the future. 

133. In addition to these pending claims, there will continue to be some new claims filed in the future that will 
be adjudicated as late claims.  We have assumed that there will be a total of 71 claims filed in the future 
from transfused claimants and 6 from haemophiliacs. 

134. Together, these claims form what is referred to as the unknown claimants.  While we have data from the 
Administrator for all of the pending claims, the information that would be of use in the valuation is 
sparse.  Consequently, there is little or no value to using the pending claim data as a basis for the 
unknown claimants.  

135. The proportion of claims submitted that are eventually approved has varied over the years the Plan has 
been operating.  Since 2010, the approval rate has averaged about 52% of submitted claims for 
transfused claimants and about 82% for haemophiliacs.  We have assumed that future approval rates of 
50% for transfused and 100% for haemophiliac claimants will apply. 

136. In total, we have assumed that there will be 44 unknown transfused claimants approved and 6 unknown 
haemophiliac claimants approved.   

Classification of the Unknown Claimants 

137. We have allocated the total unknown claimants based on the distribution of the claims approved over the 
past six years (ignoring pre 1999 deaths).  

a. For the transfused claimants, this resulted in an unknown cohort of 28 alive claimants, and 8 who died 
after 1998 from non-HCV causes and 8 who died after 1998 as a result of HCV.  

b. For the haemophiliac claimants, 5 are assumed to be alive and 1 post 1998 death as a result of HCV. 

138. We assumed that the unknown transfused and haemophililac claimants will be distributed by disease 
level based on the distribution of transfused claimants approved over the past six years with the alive, 
deceased after 1998 from HCV and from non-HCV distributions separate. 

139. These classifications are reflected in Table 142a and Table 142b – Cohort Size below.   
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ASSUMED CLAIMANT COHORT – REGULAR BENEFITS PLAN 

140. Tables 142a and 142b show the distribution of claimants by level based on the administrator’s data for 
the known cohort and the assumptions outlined above for the unknown cohort.  We have adjusted the 
claimants at level 3 to split them between stages F1 and F2.  The MMWG allocated 50% of the level 3 
claimants to each of those disease stages and we have done the same. 

141. The MMWG made some additional adjustments for disease stages based on their analysis of the data.  
While those adjustments likely improved the accuracy of the data for the purposes of modelling the 
disease, they are not appropriate for estimating the future financial liability of the fund (see discussion at 
paragraphs 103 to 107).  We have therefore ignored the additional data changes made by the MMWG. 

142. The following summarizes the assumptions regarding cohort size.  

Table 142a – Cohort Size – Transfused Claimants - 2019 

Disease Level   Disease Stage 
Known 

Claimants 
Unknown 
Claimants Total 

Alive Claimants     

1  F0 – RNA-  447 1 448 
2  F0 – RNA+  716 6 722 
3  F1  449 7 456 
3  F2  449 7 456 
4  F3 162 1 163 
5  Cirrhosis  169 3 172 
6  Decompensated  30 3 33 
6  Extrahepatic 26 0 26 
6  Transplant  13 0 13 
6  HCC  15 0 15 

Total Alive    2,476 28 2,504 

Deceased     

Died before 1999  185 0 185 
Died after 1998 - non HCV  757 8 765 
Died after 1998 - HCV   581 8 589 

Total Deceased   1,523 16 1,539 

Total Transfused Cohort   3,999 44  4,043 
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Table 142b – Cohort Size – Haemophiliac Claimants - 2019 

Disease Level   Disease Stage 
Known 

Claimants 
Unknown 
Claimants Total 

Alive Claimants     

1  F0 – RNA-  139 1 140 
2  F0 – RNA+  130 1 131 
3  F1  157 1 158 
3  F2  157 1 158 
4  F3 74 0 74 
5  Cirrhosis  89 0 89 
6  Decompensated  27 1 28 
6  Extrahepatic 9 0 9 
6  Transplant  7 0 7 
6  HCC  17 0 17 

Total Alive    806 5 811 

Deceased     

Died before 1999  302 0 302 
Died after 1998 - non HCV  99 0 99 
Died after 1998 - HCV   163 1 164 

Total Deceased   564 1 565 

Total Cohort   1,370 6 1,376 

 

143. The following summarizes the known alive claimants by age band.  

Table 143a – Age Distribution of Known Alive Claimants – Transfused Claimants - 2019 

Age 
2019 Disease Level 

Total 
1 2 3 4 5 6 

Under 20 0 0 0 0 0 0 0 

20 – 34 28 37 101 10 7 5 188 

35 – 49 40 44 106 10 13 5 218 

50 – 64 163 184 398 66 68 31 910 

65 – 79 118 155 213 56 55 32 629 

80 – 94 71 182 65 18 25 10 371 

95 – 109 27 109 15 2 1 1 155 

110 + 0 5 0 0 0 0 5 

Total 447 716 898 162 169 84 2,476 
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Table 143b– Age Distribution of Known Alive Claimants – Haemophiliac Claimants - 2019 

Age 
2019 Disease Level 

Total 
1 2 3 4 5 6 

Under 20 0 1 0 0 0 0 1 

20 – 34 3 3 4 1 0 0 11 

35 – 49 68 45 125 22 29 8 297 

50 – 64 44 53 127 33 46 28 331 

65 – 79 17 14 51 16 13 19 130 

80 – 94 7 12 6 1 1 5 32 

95 – 109 0 2 1 1 0 0 4 

110 + 0 0 0 0 0 0 0 

Total 139 130 314 74 89 60 806 

 

144. Under the transfused cohort disease level 2, 16% of the known alive claimants are age 95 and over (if we 
include age 80 and up, the figure is 41%).  It is probable that not all of these claimants are still alive 
however, the administrator is not notified of their death on a timely basis as there are no additional 
benefits payable from the Fund on their death.  In the 2019 review, we were notified of a significant 
number of level 1 and level 2 deaths that preceded the date of our 2016 review.  In our opinion, there are 
likely many claimants (not just those over age 80) that are assumed to still be alive but who are actually 
deceased.  That will result in the liabilities being overstated.   

145. The following summarizes, by age and disease Level 3 to 6, the percentage of known alive claimants that 
are in receipt of Loss of Income / Loss of Support benefits as at 31 December 2019.  

Table 145a – Loss of Income / Loss of Support of Known Alive Claimants – Transfused Claimants - 2019 

Age 
2019 Disease Level 

Total 
3 4 5 6 

Under 20 0.0% 0.0% 0.0% 0.0% 0.0% 

20 – 34 2.0% 20.0% 57.1% 40.0% 8.1% 

35 – 49 3.8% 0.0% 23.1% 40.0% 6.7% 

50 – 64 3.5% 36.4% 47.1% 64.5% 16.0% 

65 – 79 7.0% 25.0% 52.7% 53.1% 21.1% 

80 – 94 3.1% 22.2% 36.0% 50.0% 16.9% 

95 – 109 0.0% 0.0% 100.0% 0.0% 5.3% 

110 + 0.0% 0.0% 0.0% 0.0% 0.0% 

Total 4.1% 27.2% 46.2% 54.8% 15.6% 
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Table 145b – Loss of Income / Loss of Support of Known Alive Claimants – Haemophiliac Claimants - 2019 

Age 
2019 Disease Level 

Total 
3 4 5 6 

Under 20 0.0% 0.0% 0.0% 0.0% 0.0% 

20 – 34 0.0% 100.0% 0.0% 0.0% 20.0% 

35 – 49 0.8% 40.9% 44.8% 75.0% 15.8% 

50 – 64 1.6% 54.5% 58.7% 78.6% 29.5% 

65 – 79 7.8% 62.5% 53.8% 78.9% 36.4% 

80 – 94 16.7% 100.0% 100.0% 100.0% 61.5% 

95 – 109 0.0% 100.0% 0.0% 0.0% 50.0% 

110 + 0.0% 0.0% 0.0% 0.0% 0.0% 

Total 2.5% 54.1% 53.9% 80.0% 26.8% 

CLAIMANT COHORT – LATE CLAIMS BENEFITS PLAN  

146. Payments under the Late Claims Benefits Fund began in late 2019, but the vast majority of claimant 
applications and approved claim amounts remain under review or are yet to be processed for payment. 

147. Adjudication for the Late Claims Benefits Plan is a two-step process.  First, the applicant must provide 
evidence to support being permitted to proceed with a late claim.  If approved, a claim is submitted and 
adjudicated using the same processes as for the Regular Benefits Plan. 

148. As of June 2020, 1,594 infected persons and 335 family members of deceased claimants under the 
Regular Plan have registered a claim with the administrator.  Most of those have received an application 
form with about 41% of the infected persons and about 56% of the family members having returned the 
application.  The Referees have approved 466 (about 85%) of infected persons and 165 (98%) of family 
member applications which permits them to proceed to the second step – a formal claim submission to 
the Plan. 

149. Less than half of the infected persons who were approved at step one had submitted a claim package for 
step two by June 2020.  33% of those have been approved and 67% denied.  Correspondingly, most of the 
family members approved at stage one have submitted a claims package for step two and about 80% of 
them were approved. 

150. We have assumed that about 7% of infected persons who register a claim and about 62% of family 
members who register a claim will eventually be approved as a class member of the Late Claims Benefits 
Plan. 

151. For the Late Claims Benefits Plan, we have made a best estimate assumption of 114 approved infected 
claimants and 228 approved family members.  We have made a provision for adverse deviation 
assumption of 134 approved infected claimants and 238 approved family members.   

152. Applying the above assumptions results in an expectation of:  
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Table 152 – Summary of Claimant Cohort - Late Claims Benefits Plan 
  Infected Claimants Family Members 

  Transfused Haemophiliac Transfused Haemophiliac 

(a) Approved Claimants as of                       
30 June 2020 21 1 110 13 

(b) Current Stage 2 Claimants 109 6 10 1 

(c) Stage 1 Claimants assumed to 
proceed to Stage 2 120 7 51 6 

(d) Future applications assumed to 
reach Stage 2 20 1 33 4 

(e) Stage 2 approval rate 35.00% 35.00% 99.00% 99.00% 

 Assumed approved cohort                    
(a) + [(b) + (c) + (d)] x (e) 108 6 204 24 

 

Classification of Unknown Claimants under the Late Claims Benefits Plan 

153. We have assumed that the approved late claimants will be distributed in a similar manner to the 
unknown claimants under the Regular Benefits Plan.   

154. We have assumed that out of the 228 approved family member claims there will be 8 with a loss of 
service or loss of support claim. 
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7. ASSETS 
PLAN FUNDING 

155. Funding of the Plan is shared between the federal and 
provincial/territorial governments.  The federal government 
has paid its full share of $846,327,527 (8/11ths of the total). 

156. The provincial/territorial governments pay their share 
(initial amount of $323,995,909 as of 22 October 1999) as 
benefits and expenses are paid, with an optional 
prepayment provision.  Any unpaid balance grows with 
interest based on three-month Treasury-bill rates. 

157. The invested assets are invested primarily in real return 
bonds, with a lesser portion invested in equities, bonds, and 
short-term securities. 

158. The assets are split between a long-term fund, a short-term fund and a notional fund.  The main 
investments of the fund are made through the long-term fund.  The short-term fund is used as the source 
of assets to pay benefits.  As benefits are paid, the short-term fund is replenished by a transfer from the 
long-term fund as necessary.  The notional fund represents the contributions owing from the 
provincial/territorial governments. 

ACCOUNTS 

159. With effect from 1 January 2014, the assets of the Plan were split into three sub-funds.  The sub-funds are 
comingled for purposes of investing, but all cash flows and investment income are accounted for 
separately. 

a. The Regular Benefit Account holds all of the assets for benefits under the Regular Benefits Plan, which 
includes most of the invested assets and all of the notional assets. 

b. The Special Distribution Benefits Account holds the assets for payment of the Special Distribution 
Benefits. 

c. The Late Claims Benefits Account holds the assets for payment of the Late Claims Benefits. 

SUMMARY OF PLAN ASSETS 

160. In Table 160, we have shown the total asset information taken directly from the Eckler Investment 
Summary Report as of 31 December 2019, adjusting the market value of assets to reflect the provision for 
accruals as indicated in the audited financial statements prepared by Deloitte LLP.  These amounts are the 
totals of all three Accounts. 

In This Section, we…. 

� summarize the Plan’s funding 
principles, 

� show the Plan’s assets by 
type of investment, 

� summarize past investment 
performance, and 

� show the allocation of the 
Fund between the Regular 
Benefits Account, the Special 
Distribution Benefits Account 
and the LCBP Account. 
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Table 160 – Summary of Total Assets as of 31 December 2019 and 2016 

Description 
Assets at                    

31 Dec 2019 
Percent of 

Invested Assets 
Percent of           

Total Assets 
Assets at             

31 Dec 2016 

 ($’000s) (%) (%) ($’000s) 

Invested Assets     

Real Return Bonds 806,095 77.8 71.3 861,509 

Bonds 61,988 6.0 5.5 58,161 

Canadian Equity 0 0.0 0.0 75,156 

U.S. Equity 0 0.0 0.0 51,192 

International Equity 149,744 14.4 13.2 37,100 

Cash and short term 573 0.1 0.1 613 

Long Term Fund Total 1,018,400 98.3 90.1 1,083,731 

Short Term Fund* 17,360 1.7 1.5 52,125 

Total Invested Assets 1,035,760 100.0 91.6 1,135,856 

Notional Assets     

Provincial/Territorial 
Obligation5 92,553  8.4 123,623 

Total Plan Assets 1,128,313  100.0 1,259,479 

* Net of provision for accruals. 

CHANGES IN ASSETS 2017 TO 2019 

161. The information in Table 161 is taken from the audited financial statements prepared by Deloitte LLP 
where the changes in total assets during the three-year period 2017 to 2019 are summarized. These 
amounts are the totals of all three Accounts. The notional assets have been taken from the Eckler 
Investment Summary Report. 

  

                                                                 
5  As of 31 December 2019, Yukon has prepaid $12,000 of their obligation.  These prepayments are shown as an invested asset. 
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Table 161 – Changes in Assets – 2017 to 2019 

 
Invested            

Assets 
Notional              

Assets 
Total Regular            

Benefit Account 
Special Distribution 

Benefits Account 
LCBP 

Account 

 ($’000s) ($’000s) ($’000s) ($’000s) ($’000s) 

Assets at 31 Dec 2016 901,533 123,623 1,025,156 185,750 48,573 

Provision for accruals (8,580) 0 (8,580) 0 0 

Provincial contribution 34,868 (34,782) 86 0 0 

Investment income 78,295 3,712 82,007 9,075 4,593 

Benefit payments (111,968) 0 (111,968) (94,295) (2,189) 

Expenses (6,338) 0 (6,338) (1,016) (2,541) 

Assets at 31 Dec 2019 887,810 92,553 980,363 99,514 48,436 

PAST INVESTMENT RETURNS 

162. Past investment returns are summarized in Table 162 based on information contained in the Eckler 
Investment Report for 2019 and for prior years. 

Table 162 - Investment Returns – 2010 to 2019 

Year Invested Assets Notional Assets Combined 

 (%) (%) (%) 

2010 8.9 0.5 7.5 

2011 11.4 0.9 9.8 

2012 3.8 0.9 3.4 

2013 (2.8) 1.0 (2.3) 

2014 13.6 0.9 11.9 

2015 2.6 0.6 2.4 

2016 4.5 0.5 4.1 

2017 2.4 0.7 2.3 

2018 (0.6) 1.2 (0.4) 

2019 7.3 1.7 6.8 

163. The 2016 valuation assumed that the total assets would earn a best estimate return of 3.40% per annum 
after investment management fees (which includes 2.25% to cover expected inflation).  The assumption 
including a provision for adverse deviations was a return of 3.15%.  During the three-year period, inflation 
averaged 1.89% per annum.   

164. The actual average return of the total fund over the past three years was 2.9% per annum and 1.0% per 
annum net of inflation. 

165. The investment return over the past three years was less than assumed in the 2016 review and 
consequently the fund suffered a loss.   
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EFFECT OF INVESTMENT RETURN ON PLAN SURPLUS 

166. With the Plan assets invested in the equity and bond markets, rates of return will fluctuate over time.  An 
obvious source of fluctuating returns will be the equity investments, which are subject to the volatility of 
the capital markets.  This will give rise to capital gains and losses.  The overall effect on the fund will be 
minor since the equity investments are a small portion of the fund.   

167. The major component of fluctuating returns will likely be from changes in the rate of return expectations 
of bond investors, primarily as this affects the real return expectations.  When interest rates decrease, 
the market value of bonds will increase.  Over the 2001 to 2012 period, we saw a gradual and steady 
decline in real interest rates, with the result that the real return bond assets increased in value from the 
resulting capital gains. 

168. During 2013, real interest rates rose slightly and that resulted in a capital loss on the real return bonds in 
the portfolio.   

169. That was reversed in 2014 with a decrease in real interest rates and a large investment gain on the real 
return bonds.  In 2015 and 2016, the real rate of return fluctuated between a low of 0.1% and 0.8%, 
finishing 2016 at about 0.6%. 

170. Since the beginning of 2017 to the end of 2019, real interest rates declined from 0.6% to 0.3%. 

171. Because of the nature of the Plan assets and the Plan liabilities, any increase in assets due to declining 
real interest rates should be offset by an increase in liabilities.  The converse is also true.  If interest rates 
increase, the Plan assets should suffer capital losses, such that they will be offset by a decrease in the 
Plan liabilities. 

172. However, that is only true if:  

a. the investments are designed so the future investment cash flows approximately match the expected 
future cash flows of the benefits to be paid; and 

b. the discount rate utilised for a sufficiency review is adjusted each review to approximately follow the 
movement of the yield on the real return bonds.   

173. If the discount rate is not adjusted in line with changes in the yield on real return bonds, then large gains 
and losses are likely to develop and there could be significant fluctuations in the excess assets from 
review to review. 

174. Virtually all of the Plan benefits are subject to inflation increases.  As long as the amount of Plan assets 
invested in real return bonds equals or exceeds the Plan liabilities (including future expenses), and the 
portfolio is periodically adjusted so that cash flows of the assets match those of the liabilities, future 
changes in inflation will have no or very little effect on the Plan’s financial position. 

175. In early 2013, the assets were restructured to approximately match the liabilities.  However, with the 
advances in treatment therapies, the expected future benefits changed significantly by the end of 2013.  
By the end of 2016 and again as at the end of 2019, the expected future benefits have again changed 
significantly.  During the past three years, the real return bonds were rebalanced to shorten the duration 
in order to more closely match the future cash flows expected from the 2016 sufficiency review.  
However, the unallocated surplus was also considered and the result is that the real return bonds by 
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themselves, do not match the liabilities.  Consequently, there could be future mis-matching of the assets 
and liabilities producing gains or losses.  

176. With assets matching liabilities, we expect losses on assets to be roughly offset by gains on liabilities, and 
vice versa.  However, recent asset changes did not offset the changes in the liabilities, but rather both 
assets and liabilities experienced a loss due to changes in the interest rate.  Unless there is an adjustment 
to the real return bonds to bring them into a match with liabilities, the risk to the fund from interest rate 
changes will remain. 
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8. FINANCIAL RESULTS – REGULAR BENEFITS 
177. The valuation model used in calculating these liabilities is 

discussed in Appendix C.  Essentially, the model projects the 
disease progression of Hepatitis C for each person based upon 
the annual probabilities for transition through the various 
stages of the disease.  These probabilities were taken from the 
MMWG report and are summarized, along with all of the 
actuarial assumptions used, in Appendix D – Summary of 
Actuarial Assumptions. 

178. In this report, we show results on a best estimate basis as well 
as results including a provision for adverse deviations.   

179. The best estimate results are based on actuarial assumptions 
that in our opinion represent the most likely expectation for 
the future.  This means that there is approximately a 50% 
chance that future experience will be better than the 
assumption and a 50% chance that it will be worse.  In this 
way, the resulting best estimate actuarial liabilities represent 
the amount of assets required so there is approximately a 50% 
chance of having too much funds and a 50% chance of having 
too little funds. 

180. It is neither appropriate nor prudent to assess the sufficiency 
of the Fund using best estimate assumptions.  Since there is an 
agreement that no additional monies will be provided to the Fund by the governments, it is prudent to 
assess the financial sufficiency of the Fund utilizing a basis that has a greater chance than 50% of having 
sufficient assets to pay all future benefits.  This is done through the use of conservatism in the actuarial 
assumptions.  Conservatism is introduced through the use of assumptions that represent the best 
estimate for the future plus a provision for adverse deviations.  While it is possible that actual experience 
differing from our best estimate may be positive (reducing the Plan liabilities), this should not be 
recognized until such time as a positive deviation has occurred. 

181. The use of best estimate results together with results including a provision for adverse deviations permits 
the user of this report to assess the level of conservatism inherent in the results and therefore gain an 
insight into the resulting level of conservatism.  Ultimately, it is an issue of individual judgement as to the 
amount and degree of provision for adverse deviations that is prudent to recognize, having regard to the 
interest of all parties to the Settlement Agreement. 

182. The financial results presented herein are based on assumptions about the future.  Actual future 
experience is unlikely to develop exactly as projected using the assumptions.  Differences will be revealed 
in subsequent reviews. 

183. The following tables summarize our results by benefit.  The results obtained by Eckler are, from a 
materiality perspective, essentially the same. 

In This Section, we…. 

� discuss the appropriate use of 
best estimate assumptions, 
and the importance of making 
a provision for adverse 
deviations in the liabilities, 

� set out the present value of 
future compensation 
payments and administration 
expenses; 

� present a summary of the 
overall financial position of 
the Regular Benefits Plan; 

� discuss the amount of 
provision for adverse 
deviations that is reasonable; 
and 

� review the experience gains 
and losses over the past 
three years. 
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Table 183a – Transfused - Results as at 31 December 2019 – Regular Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants     

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 654 0.2 654 0.2 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 1,190 0.4 1,190 0.3 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 6,329 2.2 7,601 2.1 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 13,352 4.7 21,319 5.8 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 22,140 7.8 31,585 8.6 

4.01(3)(a) Loss of income- non-bridging fibrosis 3,369 1.2 3,413 0.9 

4.01(3)(b) Loss of services- non-bridging fibrosis 10,702 3.7 10,787 2.9 

4.02 Loss of income 18,414 6.5 22,993 6.2 

4.03 Loss of services 54,901 19.2 71,719 19.5 

4.04 Cost of care 50,832 17.8 63,821 17.3 

4.05 HCV drug therapy 340 0.1 391 0.1 

4.06 
Uninsured treatment - HCV treatment 
drugs 

20,376 7.1 35,712 9.7 

4.06 Uninsured treatment – non-HCV 
treatment drugs 

3,100 1.1 3,137 0.9 

4.07 Out-of-pocket expenses 2,859 1.0 4,478 1.2 

4.08 HIV secondarily infected 0 0.0 0 0.0 

 Alive claimants subtotal 208,558 73.0 278,800 75.7 

 Pre-1999 deaths     

5.01 – Lump sums 0 0.0 0 0.0 

5.01(1) – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 62 0.1 62 0.1 

6.01(2) – Loss of Services 4,149 1.4 4,222 1.1 

 Pre-1999 deaths sub total 4,211 1.5 4,284 1.2 

 
Post-1999 deaths  
(pre-deceased and future deaths)     

5.02 – Funeral 1,628 0.6 2,017 0.5 

6.01(1) – Loss of Support 6,413 2.2 7,796 2.1 

6.01(2) – Loss of Services 40,869 14.3 46,993 12.8 

6.02 Loss of Care and Guidance 19,581 6.9 24,260 6.6 

 Post-1999 deaths sub total 68,491 24.0 81,066 22.0 

 Outstanding Payments 4,189 1.5 4,189 1.1 

 Total 285,449 100.0 368,339 100.0 
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Table 183b – Haemophiliacs – Results as at 31 December 2019 – Regular Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants     

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 74 0.0 74 0.0 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 149 0.1 149 0.1 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 1,164 0.6 1,471 0.7 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 5,112 2.7 7,712 3.6 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 10,764 5.8 14,239 6.6 

4.01(3)(a) Loss of income- non-bridging fibrosis 707 0.4 769 0.4 

4.01(3)(b) Loss of services- non-bridging fibrosis 1,888 1.0 1,975 0.9 

4.02 Loss of income 19,827 10.7 21,694 10.0 

4.03 Loss of services 36,273 19.6 39,720 18.3 

4.04 Cost of care 26,531 14.3 31,723 14.7 

4.05 HCV drug therapy 92 0.0 112 0.1 

4.06 
Uninsured treatment - HCV treatment 
drugs 

5,900 3.2 10,637 4.9 

4.06 Uninsured treatment – non-HCV 
treatment drugs 

2,885 1.5 2,909 1.3 

4.07 Out-of-pocket expenses 2,512 1.3 3,735 1.7 

4.08 HIV secondarily infected 74 0.0 74 0.0 

 Alive claimants subtotal  113,952   61.2   136,993   63.3  

 Pre-1999 deaths     

5.01 – Lump sums 0 0.0 0 0.0 

5.01(1) – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 4,882 2.6 4,936 2.3 

6.01(2) – Loss of Services 12,265 6.6 12,536 5.8 

 Pre-1999 deaths sub total 17,147 9.2 17,472 8.1 

 
Post-1999 deaths  
(pre-deceased and future deaths)      

5.02 – Funeral 785 0.4 899 0.4 

6.01(1) – Loss of Support 8,284 4.4 9,343 4.3 

6.01(2) – Loss of Services 30,604 16.5 34,208 15.9 

6.02 Loss of Care and Guidance 12,175 6.5 13,942 6.4 

 Post-1999 deaths sub total 51,848 27.8 58,392 27.0 

 Outstanding Payments 3,364 1.8 3,364 1.6 

 Total 186,311 100.0 216,221 100.0 
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Chart 183c – Best Estimate Results Including Provision for Adverse Deviations as at                                                        
31 December 2019 – Regular Benefits ($’000s) 

 

 

 

 

 

 

 

 
184. In addition to compensation payable to HCV claimants, the Regular Benefits Account must also cover the 

expenses of the Joint Committee, the administrator and various consultants and other parties.  The 
annual amount of these expenses is detailed in Section 13 – Actuarial Assumptions.  We have used the 
same expected annual fee amounts for both best estimate and provision for adverse deviation 
calculations.  The differences in liabilities are due solely to the discount rates.  Expenses related to 
investment management are not included in this section as they are implicitly recognized in the 
investment rate of return.  

185. The present value of the future expected expenses is as follows: 

Table 185 – Present Value of Future Expenses – Regular Benefits 

Future Expenses Best Estimate 
Provision for          

Adverse Deviations 

 ($’000s) ($’000s) 

Accounting and expert testimony and assistance 554 576 

Actuarial 10,488 10,891 

Administration 15,901 16,523 

Arbitrators/Referees 547 569 

Audit 2,580 2,683 

Fund Counsel 2,190 2,277 

Joint Committee 29,106 30,243 

Medical Modelling 1,796 1,867 

Monitor 1,109 1,153 

Software Development 277 288 

Total 64,548 67,070 
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HIV PROGRAM 

186. In addition to the HCV benefits, the Fund is also responsible for making benefit payments under the HIV 
Program of $240,000 to each eligible claimant.  This results in a best estimate liability of $409,000 and a 
provision for adverse deviations liability of $414,000 for the HIV Program.   

FINANCIAL POSITION OF THE PLAN 

187. Table 187 presents a summary of the overall financial results of the Plan together with comparative 
liabilities from 2016.  Our 2019 results are similar to those of Eckler. 

Table 187 – Summary of Financial Results – Regular Benefits Plan  
 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 980,363 1,025,156 980,363 1,025,156 

Liabilities     

� Transfused 285,449 311,277 368,339 402,628 

� Haemophiliacs 186,311 215,306 216,221 258,017 

� HIV Program 409 820 414 830 

� Future Expenses 64,548 58,603 67,070 60,907 

Total Plan Liabilities 536,717 586,006 652,044 722,382 

Fund Surplus 443,646  439,150 328,319  302,774 

Additional buffer against 
catastrophic events   130,409 108,357 

Excess Assets   197,910  194,417 

 
188. The difference in the total liabilities with provision for adverse deviations compared to the total best 

estimate liabilities is a measure of the degree of conservatism included in the results.  The provision for 
adverse deviations for 2019 is about 21% greater than the best estimate liabilities.  As at 31 December 
2016, it was about 23% greater than the best estimate liability.   

189. With the passage of time, the degree of uncertainty about many of the assumptions, (such as the 
ultimate cohort size, claiming patterns, and disease progression) is reduced.  With lower uncertainty, the 
provision for adverse deviations should also decrease. 

190. With the 2013 review, the introduction of new drugs with their high efficacy had increased the 
uncertainly for items that are related to treatment.  We had very limited data about the cost of the new 
drug treatments, the degree to which provincial health plans and private insurance would contribute 
toward the cost, the actual efficacy of the various drugs and the effect clearing the virus would have on 
disability benefits and excess HCV mortality.  Nevertheless, we had to make assumptions about those 
items. 
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191. With the 2016 and 2019 review, a number of the uncertainties have been reduced while others remain 
unchanged.  The cost of drug treatments, the degree to which provincial health plans and private 
insurance are contributing toward the cost and the efficacy of the drugs is clearer (however, there could 
still be a potential adverse deviation if provincial health plans change their reimbursement rules).  Little 
experience has been observed to date on the effect of clearing the virus on disability benefits and excess 
HCV mortality.  The cost of care benefit is subject to potentially large changes due to the severity of many 
claimants' illness at level 6 and variability from person to person in the financial quantum of their 
required assistance. 

192. There are some other assumptions where we believe the degree of uncertainty has decreased to the 
point that very little provision for adverse deviations is warranted.  Changes in the future unknown cohort 
size are unlikely to result in any material changes to the total liabilities for the Regular Benefits Plan. 

193. While there are many other assumptions made in the course of this valuation, the rest of the assumptions 
have a relatively minor effect on the financial results.   

194. About two-thirds of the liabilities are subject to a low degree of uncertainty and about one-third to a high 
degree of uncertainty.  In our opinion, a 30% to 35% provision for adverse deviations for the liabilities for 
which there is a higher uncertainty and a 10% to 15% provision for adverse deviations for the liabilities for 
which there is a low degree of uncertainty is appropriate.  Combined, that gives an overall provision for 
adverse deviations of about 18% to 22%. 

195. In our opinion, the overall average 21% provision for adverse deviations is appropriate for the 2019 
sufficiency review.   

196. Table 196 shows the development of the provision for adverse deviation liability starting from the best 
estimate and adding the various components of the provision.  Chart 196 shows the relative size of these 
provisions.   

Table 196 – Development of Provision for Adverse Deviations Liability – Regular Benefits 
Item  2019 2016 

 ($’000s) ($’000s) 

Best Estimate Liability  536,717 586,006 

Discount Rate  14,895 18,036 

Drug Efficacy for future treatments 24,184 29,133 

Drug Costs for future treatments 12,914 16,209 

Percent of claimants previously treated and associated 
efficacy  

 
23,155 25,231 

Future time horizon for claimants to be treated – ten years 20,347 27,063 

Recovery rates from Loss of Income and Loss of Services 5,664 5,980 

Costs of Care  13,040 11,480 

Incidence rate for Out-of-Pocket expenses  1,128 3,244 

Provision for Adverse Deviations Liability  652,044 722,382 

Additional buffer for catastrophic events 130,409 108,357 

Total Liability including Additional Buffer  782,453 830,739 
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Chart 196 – Amount of Provision for Adverse Deviations and Catastrophic Events 

ADDITIONAL BUFFER AGAINST CATASTROPHIC EVENTS 

197. The provision for adverse deviations recognizes that best estimate assumptions about the future may 
prove to be wrong and increases the confidence that the total liability including the provision for adverse 
deviations will be sufficient to meet emerging benefits as they become payable.  It is not intended to 
cover catastrophic events that may occur.  An additional buffer is required if it is considered appropriate 
to make a provision in case such events occur. 

198. An additional buffer is not always necessary.  There may be situations where insurance or guarantees are 
available to reduce the risk of insufficiency.  With no available source of additional monies, in our opinion, 
the Fund is in a position where an additional buffer is appropriate. 

199. Catastrophic events can be grouped into two categories - those that are reasonable to imagine occurring 
and those that are extremely remote.  For example, if you were to flip a coin 100 times and had to pay 
out $1,000 for every head but you received $1,000 for every tail, your best estimate liability would be 
zero.  (You would expect to flip 50 heads and thereby pay $50,000 and also flip 50 tails and receive 
$50,000).  Adverse deviations would be any result that produced more heads than tails since that would 
give a result where you would have to pay.  There is about an 86% probability that you will flip no more 
than 55 heads, or turning that around, about 14% of the time you will lose more than $10,000.  That 
might be a reasonable assumption to make for determining a provision for adverse deviations. 

200. Flipping more than 55 heads would quickly get you into the catastrophic territory – for example flipping 
60 heads would result in a loss of $20,000.  The probability of flipping 61 or more heads in 100 tosses is 
less than 1%.  That could be taken as a reasonable basis to be used for an additional buffer for 
catastrophic events.  
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201. We reviewed the financial effect on the fund for three catastrophic events as well as an adjustment to the 
long-term future investment returns.  These are: 

a. treatments no longer are viable and there are no future treatments; 

b. provincial and territorial health care plans no longer will reimburse claimants of the HCV Fund for any 
part of treatment drugs with the result that the Fund reimburses $75,000 for all future HCV 
treatments; 

c. 100% of claimants at level 6 incur a cost of care claim for the maximum amount ($74,370 in 2020 
dollars); and 

d. future real investment returns are equal to the average yield on Government of Canada Real Return 
Bonds as of 31 December 2020 of 0.3% per annum. 

Table 201 – Effect of Four Catastrophic Future Events 

 
a. No Future 
treatments 

b. Future HCV 
Drug claims 

$75,000 

c. 100% Claim 
Cost of Care for 

Max Amount 

d. Future Real 
investment 

Returns of 0.3% 

Increment over PFAD 
Liability $160 million $68 million $ 142 million $40 million 

Percent Impact 27.5% 11.6% 24.2% 7.1% 

 

202. We assumed that any of these events might occur over the next forty years and the financial effect on the 
fund would decline linearly to zero during that period.  In each of those future years, we assumed that 
there is a 0.5% chance that future treatments will cease, 2.5% chance provincial and territorial 
governments will cease covering the HCV treatment drugs and 1.5% chance the cost of care benefit will 
become fully utilised.  The current value of those future amounts was calculated (without any discounting 
for interest) and the $40 million for investments added.  That resulted in a buffer for catastrophic events 
of $130 million, or 20% of the provision for adverse deviations liability. 

203. It is unlikely that all those events will occur together and normally one would reduce the total result to 
reflect that.  We have not made any such offset but rather assumed that the offset is roughly equal to the 
financial effect of other catastrophic events that we have not included in the analysis. 

204. Eckler has determined a buffer by developing an HCV-specific framework for assessing the appropriate 
amount of additional assets estimated to be sufficient to meet reasonable catastrophic events.  They 
refer to this buffer as “required capital”.  Their approach is similar to that utilized in the insurance 
industry in Canada.  The determination of the required capital attempts to look at catastrophic events 
and quantify the resulting cost.  In our 2010 report, we provided commentary on that approach as it was 
used in 2010.  We have had some discussions with Eckler about the basis they have used for 2019 and the 
results it produced. 

205. Based on our discussions with Eckler and the amount of the additional buffer that Eckler has determined, 
we agree that the basis they used and the additional buffer they determined are reasonable.   
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ANALYSIS OF EXPERIENCE GAINS AND LOSSES  

206. In the valuation as of 31 December 2016, we made assumptions about the future.  During the past three 
years, actual experience has developed differently from those assumptions.  This is normal and to be 
expected.  It is good practice to review the sources of these experience gains and losses to identify where 
these differences occurred.  Table 208 summarizes the various factors that resulted in a change in the 
fund surplus (based on the provision for adverse deviations) from 2016 to 2019. 

207. The starting position for the analysis is the excess capital amount as ordered by the courts following the 
2016 Allocation Hearings.  A number of adjustments were made to that value to obtain the fund surplus 
as reported in our 2016 Sufficiency Report, including provision for adverse deviations. 

a. Because the analysis of change in surplus is conducted prior to any buffer (or the required capital), we 
added the Eckler required capital amount from 31 December 2016 to the surplus. 

b. We also adjusted the surplus for the difference between the Eckler reported fund surplus and the 
Morneau Shepell reported fund surplus from 31 December 2016.  The resulting surplus of $302,774 is 
the surplus on a provision for adverse deviations basis from the 2016 Morneau Shepell Sufficiency 
Report. 

208. The balance of the items in Table 208 (identified by letter) is discussed below at paragraph 211. 
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Table 208 – Change in Surplus from December 2016 to December 2019 – Regular Benefits 

Description ($’000s) ($’000s) 

Excess Capital as at 31 December 2016  176,497 

Add required capital from 2016 133,166  

Adjust for difference between Eckler and Morneau Shepell PfAD liability (6,889) 126,277 

Fund Surplus at 31 December 2016 prior to additional buffer  302,774 

a. Expected interest on Fund Surplus  29,523 

Expected surplus at 31 December 2019 prior to additional buffer  332,297 

Effect of Experience differing from assumptions   

b. Provision for accruals (9,318)   

c. Loss on Investments other than for inflation (241)   

d. Loss on Investments due to CPI increasing less than expected (10,937)   

e. Pension index causing benefits to increase less than assumed 6,769   

f. Expenses less than assumed during 2016 to 2019 1,468   

g. Claims different than assumed from 2017 to 2019 32,675    

h. Cohort changes from 2017 to 2019 40,116   60,532 

Effect of Changes in Assumptions   

i. Increase in future unknown cohort (14,125)  

j. Reduction in the discount rate (12,136)  

k. Changes to MMWG disease progression rates and model (3,779)  

l. Change to assumptions about past and future treatment and efficacy 
rates (69,350)   

m. Change in assumed average drug cost claims 15,884   

n. Change in assumed average cost of care claims (16,197)  

o. Change in expected incidence for Loss of Support and Loss of Services 
claims following an HCV death 36,337   

p. Increased expectation for future expenses (8,349)  

q. Gain (loss) from all other assumption changes 6,767   

r. Miscellaneous gains (losses)  438 (64,510)  

Surplus at 31 December 2019  328,319  

 

209. In total, the amount of surplus increased over the three years by approximately $25.5 million on a 
provision for adverse deviations basis.  

210. Normally, we expect a mix of gains and losses.  Over time, we would expect that the gains and losses 
based on the provision for adverse deviations will gradually produce a net gain equal to the difference 

953



 

Sufficiency Review of the 1986-1990 Hepatitis C Compensation Fund 51 

between the provision for adverse deviations liability and the best estimate liability – provided future 
experience on average is similar to the best estimate assumptions.   

211. The following provides a brief explanation of the various components of the gains and losses shown in 
Table 208. 

a. Interest on the Surplus:  The surplus as at 31 December 2016 was part of the assets and as such was 
invested and earned investment income.  This interest is the amount of interest that we would have 
expected to make on the surplus based on the provision for adverse deviations interest rate of 3.15% 
used in the 2016 sufficiency review. 

b. Provision for accruals: This is an adjustment to reconcile from a cash basis to an accrual basis, per the 
audited financial statements. 

c. Loss on investments other than inflation:  Over the last 3 years, the real rate of return of the assets 
was slightly less than expected, resulting in a loss of about $0.2 million. 

d. Loss on investments due to CPI increasing less than expected: This looks at the impact of expected 
and actual inflation on the investment earnings of all the Fund’s assets.  Actual inflation was less than 
expected over the past three years and the inflationary increase in the value of assets was less than 
expected, giving a loss of about $11 million.  This loss is partially offset by the gain due to changes in 
the pension index discussed in paragraph (211.e) below. 

e. Gain from pension index: The increases in the pension index during the past three years were less 
than expected causing benefits to increase less than assumed.  This had a small impact on the benefits 
paid during the past three years.  The bulk of this gain is due to lower amounts of future benefit 
payments as a result of the lower level of increases from 2017 to 2019.  The net total impact of these 
changes was a gain of about $7 million. 

f. Gain on expenses: The actual expenses paid during the period 2017 to 2019 were about $1.5 million 
less than assumed in the 2016 review. 

g. Claims paid different than assumed:  Benefits paid in the last 3 years, in particular for uninsured 
treatment and medication, were significantly lower than assumed. This resulted in a total gain of $32.7 
million. 

h. Cohort transitions different than assumed: The overall status of the 2019 cohort is more favorable 
than predicted by the 2016 cohort and assumptions used in the 2016 review. In total, this resulted in a 
net gain of about $40 million. 

i. Increase in future unknown cohort:  The claimants approved in the past three years were about equal 
in number to all the future claimants that we assumed as unknown in the 2016 review.  As a result, we 
have increased the number of unknown claimants for Regular Benefits, resulting in a loss of about $14 
million from higher liabilities. 

j. Change to the discount rate: Future expected returns on investments have decreased since 2016 and 
the lower discount rate reflects the change in the future return expectations.  When the discount rate 
decreases, the liabilities increase and vice versa.  The effect of this change is a loss of about $12 
million.  In a fund with assets matching the liabilities, the effect of the gain or loss from assets would 
be offset by the effect of the change to the discount rate.  That did not happened in this situation. 
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k. Change to disease progression rates: The future disease progression rates reported in the 2019 
MMWG report were, on average, slightly lower than the progression rates utilised in the 2016 
sufficiency review, especially net of treatment effect. This results in a loss of about $3.8 million.  

l. Change to assumptions about past and future treatment and efficacy rates: In the 2019 MMWG 
report, the assumptions for claimants who were previously treated and previously cured are lower 
than what we used in the 2016 review.  In addition, the assumption for future treatment horizon has 
been lengthened, resulting in more claimants qualifying for a future treatment.  The total net impact 
of these changes is a loss of about $69 million. 

m. Change to average assumed cost of treatment drugs for future claims: Over the past three years, the 
uninsured treatment claims have been significantly less than we estimated in 2016.  We updated our 
assumption which resulted in a gain of approximately $16 million. 

n. Change to average assumed cost of care for future claims: In reviewing the recent claims history, we 
observed that the cost of care claims were increasing faster than we had previously assumed.  There 
was little change to the percentage of claimants that incurred a cost of care.  Consequently, we 
adjusted the expected average amount of the claims for cost of care resulting in a loss of $16 million. 

o. Change to incidence of loss of support and loss of service on an HCV death: In the 2019 review, we 
performed an analysis of HCV excess deaths to review the incidence of on-going loss of support and 
loss of service claims.  The analysis revealed a correlation with the existence of the benefit prior to 
death and we were able to adjust our assumptions to more accurately reflect the claims experience.  
See paragraph 351 and 352 for a detailed description of this assumption change.  The change in the 
assumption resulted in a gain of approximately $36 million. 

p. Expected future expenses: The future expected expenses are estimated to be greater than was 
assumed in 2016, resulting in a loss of about $8 million. 

q. Loss from all other assumptions: There were a number of other assumption changes that individually 
were minor in effect.  The net total impact of these changes is a gain of about $7 million. 

r. Miscellaneous gains and losses: The analysis of experience gains and losses involves assumptions and 
estimations.  A detailed and more accurate determination is not economically feasible.  Normally, the 
analysis of experience gains and losses will require the use of a balancing item that is the total effect 
of the assumptions and estimations used in the analysis.  The miscellaneous loss is less than $1 million. 
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PROVINCIAL/TERRITORIAL CONTRIBUTION SHORTFALL 

212. The Fund includes invested assets, which arise from the federal government’s contribution of $846 
million, plus a provincial/territorial obligation to contribute 3/11ths of all benefit and expenses paid out of 
the Fund.  There is a cap to the provincial/territorial contribution obligation, originally $324 million, of 
which $93 million remains as of 31 December 20196.  The provincial/territorial contribution obligation is 
increased by interest at the three-month Treasury Bill rate and reduced by any contributions made. 

213. There are no provincial/territorial obligations associated with the Special Distribution Benefits Plan or the 
Late Claims Benefits Plan. 

214. Based on future expected benefit payments and expenses from the Regular Benefits Plan (see Section 12 
- Projected Cash Flow of Compensation Benefits), we estimate that the provincial/territorial contribution 
obligation will be fulfilled by the end of 2033 under the best estimate assumptions and by 2030 including 
a provision for adverse deviations.  After those dates, any remaining benefits could only be paid out of 
the fund with no provincial/territorial contribution. 

215. In our 2016 Report, we had projected the provincial/territorial contribution obligation would be fulfilled 
in 2034 for the best estimate and 2030 for the provision for adverse deviations. 

                                                                 
6  The $93 million provincial/territorial contribution obligation includes $12,000 that has been prefunded by Yukon. 
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9. SPECIAL DISTRIBUTION BENEFITS PLAN 
216. In 2016 and 2017, the courts approved the 2016 Allocation Orders 

which included increases to the benefit amounts payable under 
the Plan.  The increase in the amounts is funded solely by assets 
transferred to the Special Distribution Benefits Account.  There is 
no contribution from the provincial/territorial governments 
towards the Special Distribution Benefits. 

217. The transfer amount to the Special Distribution Benefits Account 
was set as $152,630,000 as of 31 December 2013.  As of 31 
December 2016, the total had grown to $185,749,863 with 
interest.  None of the Special Distribution Benefits had been paid 
by the end of 2016.  Benefits and expenses have been paid from 
the Special Distribution Benefits Account since 2017 with almost 
all of the retroactive benefit payments having been completed by 
the end of 2019. 

218. The Special Distribution Benefits are payable in respect of amounts paid from the Regular Benefits Plan 
prior to 2014 (with the exception of the $200 allowance for a family member accompanying an infected 
person to a medical appointment) as well as amounts to be paid subsequent to 2013. 

219. The following are the Special Distribution Benefits.  Where the supplement is payable with respect to an 
amount previously paid under the Regular Benefits Plan, the supplement is indexed where necessary to 
the year of payment. 

a. 8.5% of the fixed payment amounts payable to infected claimants and estates; 

b. Family Member benefits payable to a parent or child over age 21 increased by $4,600 (in 1999 dollars);  

c. 10% of the amount paid as a Loss of Income to compensate for diminished pension savings; 

d. an additional two hours per week for loss of services in the home (for claimants at the maximum, that 
is a 10% increase); 

e. an increase in the maximum payable for Cost of Care of $10,000 (in 1999 dollars) to bring the overall 
maximum to $60,000 per year; 

f. provide an allowance of $200 per visit (in 2014 dollars) for a family member who accompanies an 
infected person for a medical appointment related to their infection with HCV, but only for such visits 
that occur after the court approval (17 August 2016); 

g. permit co-infected haemophiliacs to reverse their prior election of the $50,000 lump sum benefit and 
receive regular Plan benefits once the total regular Plan benefits exceed the $50,000 (1999 dollars) 
already paid; and 

h. provide ongoing loss of services benefits to permanently disabled dependents for the remaining 
lifetime of the dependent. 

In This Section, we…. 

� present a summary of the 
overall financial position of 
the Special Distribution 
Benefits Plan; 

� discuss the amount of 
provision for adverse 
deviations that is 
reasonable; and 

� review the experience 
gains and losses over the 
past three years. 
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FINANCIAL POSITION OF THE SPECIAL DISTRIBUTION BENEFITS PLAN 

220. The following tables summarize our results by benefit.  The results obtained by Eckler are, from a 
materiality perspective, essentially the same. 

Table 220a – Transfused - Results as at 31 December 2019 – Special Distribution Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants     

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 56 0.2 56 0.2 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 101 0.3 101 0.3 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 538 1.8 646 1.8 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 1,135 3.8 1,812 5.0 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 1,882 6.3 2,685 7.4 

4.01(3)(a) Loss of income- non-bridging fibrosis 337 1.1 341 0.9 

4.01(3)(b) Loss of services- non-bridging fibrosis 1,070 3.6 1,079 3.0 

4.02 Loss of income 1,651 5.5 2,117 5.9 

4.03 Loss of services 5,489 18.6 7,171 19.8 

4.04 Cost of care 661 2.2 830 2.3 

4.07 Out-of-pocket expenses 1,811 6.1 1,891 5.2 

4.08 HIV secondarily infected 0 0.0 0 0.0 

 Alive claimants subtotal  14,731  49.5  18,729  51.8 

 Pre-1999 deaths     

5.01 – Lump sums 0 0.0 0 0.0 

5.01(1) – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 0 0.0 0 0.0 

6.01(2) – Loss of Services 415 1.4 422 1.2 

 Pre-1999 deaths sub total 415 1.4 422 1.2 

 
Post-1999 deaths 
(pre-deceased and future deaths)     

5.02 – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 0 0.0 0 0.0 

6.01(2) – Loss of Services 4,087 13.7 4,699 13.0 

6.02 Loss of Care and Guidance 5,874 19.7 7,278 20.2 

 Post-1999 deaths sub total 9,961 33.4 11,977 33.2 

 Outstanding Payments 391 1.3 391 1.1 

 Disabled dependents 4,278 14.4 4,586 12.7 

 Total 29,776 100.0 36,105 100.0 
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Table 220b – Haemophiliacs – Results as at 31 December 2019 – Special Distribution Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants     

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 6 0.0 6 0.0 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 13 0.1 13 0.1 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 99 0.5 125 0.6 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 435 2.3 656 3.1 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 915 4.9 1,210 5.7 

4.01(3)(a) Loss of income- non-bridging fibrosis 71 0.4 77 0.4 

4.01(3)(b) Loss of services- non-bridging fibrosis 189 1.0 197 0.9 

4.02 Loss of income 1,618 8.7 1,855 8.8 

4.03 Loss of services 3,628 19.5 3,973 18.8 

4.04 Cost of care 345 1.9 412 1.9 

4.07 Out-of-pocket expenses 2,314 12.5 2,294 10.8 

4.08 HIV secondarily infected 6 0.0 6 0.0 

 Alive claimants subtotal  9,639   51.8   10,824   51.1 

 Pre-1999 deaths     

5.01 – Lump sums 0 0.0 0 0.0 

5.01(1) – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 0 0.0 0 0.0 

6.01(2) – Loss of Services 1,226 6.6 1,254 5.9 

 Pre-1999 deaths sub total 1,226 6.6 1,254 5.9 

 
Post-1999 deaths 
(pre-deceased and future deaths)     

5.02 – Funeral 0 0.0 0 0.0 

6.01(1) – Loss of Support 0 0.0 0 0.0 

6.01(2) – Loss of Services 3,060 16.5 3,421 16.1 

6.02 Loss of Care and Guidance 2,435 13.1 2,788 13.2 

 Post-1999 deaths sub total 5,495 29.6 6,209 29.3 

 Outstanding Payments 320 1.7 320 1.5 

 Haemophiliac co-infected re-election 1,906 10.3 2,593 12.2 

 Total 18,586 100.0 21,200 100.0 
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Chart 220c – Best Estimate Results Including Provision for Adverse Deviations as at                                                        
31 December 2019 – Special Distribution Benefits ($’000s) 

221. Table 220 presents a summary of the overall financial results of the Special Distribution Benefits Plan 
together with comparative liabilities from the 2016 review.  The large reduction in liabilities between 
2016 and 2019 is due to payment of the benefits in respect of the past, leaving a liability that is almost 
entirely with respect to future expected benefits.  Our results are similar to those of Eckler. 

Table 220 - Summary of Financial Results – Special Distribution Benefits Plan 
 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 99,514 185,750 99,514 185,750 

Liabilities     

� Transfused 29,776 94,051 36,105 101,537 

� Haemophiliacs 18,586 45,098 21,200 49,081 

� Future Expenses 1,690 2,269 1,749 2,323 

Total Plan Liabilities 50,052 141,418 59,054 152,941 

Fund Surplus 49,462  44,332 40,460  32,809 

Additional buffer against 
catastrophic events   11,811 22,941 

Excess Assets   28,649  9,868 
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222. The difference in the total liabilities with provision for adverse deviations compared to the total best 
estimate liabilities is a measure of the degree of conservatism included in the results.  The provision for 
adverse deviations for 2019 is about 18% greater than the best estimate liabilities.  

223. We have added an additional buffer against catastrophic events equal to 20% of the total plan liabilities 
on a provision for adverse deviations basis.  This produces a buffer of about $12 million.  Our analysis was 
similar to that done for the Regular Benefits Fund but with no inclusion of the change in cost of HCV drug 
treatments.  

224. Table 224 shows the development of the provision for adverse deviations liability starting from the best 
estimate and adding the various components of the provision.  The 2016 figures are included for 
comparison purposes. 

Table 224 – Development of Provision for Adverse Deviations Liability – Special Distribution Benefits Plan 
Item   2019 2016 

 ($’000s) ($’000s) 

Best Estimate Liability  50,052 141,418 

Discount Rate  1,783  1,856  

Drug Efficacy for future treatments 1,657  2,777  

Drug Costs for future treatments7 19  27  

Percent of claimants previously treated and associated efficacy  2,033  1,610  

Future time horizon for claimants to be treated – ten years 2,399  3,282  

Recovery rates from Loss of Income and Loss of Services 564  610  

Costs of Care  547  212  

Incidence rate for Out-of-Pocket expenses in the main fund 0 1,149 

Provision for Adverse Deviations Liability  59,054  152,941 

Additional buffer for catastrophic events 11,811 22,941 

Total Liability including Additional Buffer  70,865  175,882 

 

CHANGE IN SURPLUS – SPECIAL DISTRIBUTION BENEFITS PLAN 

225. In the 2016 review, we made assumptions about the future.  During the past three years, actual 
experience has developed differently from those assumptions.  This is normal and to be expected.  Table 
227 summarizes the various factors that resulted in a change in the financial position from 2016 to 2019. 

226. The starting position for the analysis is the excess capital amount as ordered by the courts following the 
2016 Allocation Hearings.  A number of adjustments were made to that value to obtain the fund surplus 
as reported in our 2016 Sufficiency Report, including provision for adverse deviations. 

                                                                 
7  Drug costs and uninsured treatment are not part of the Special Distribution Benefits except for the haemophiliacs who elected 

the $50,000 lump sum option and are now assumed to change their election. 
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a. Because the analysis of change in surplus is conducted prior to any buffer (or the required capital), we 
added the Eckler required capital amount from 31 December 2016 to the surplus. 

b. We also adjusted the surplus for the difference between the Eckler reported fund surplus and the 
Morneau Shepell reported fund surplus from 31 December 2016.  The resulting surplus of $32,809 is 
the surplus on a provision for adverse deviations basis from the 2016 Morneau Shepell Sufficiency 
Report. 

227. Some of the items in the analysis of change in surplus are not directly related to benefits payable under 
the Special Distribution Benefits Plan, however, they do affect the progression of claimants and the 
development of future compensation benefits.  For example, reducing treatment efficacy will reduce the 
number of claimants assumed to be cured and increase the number who will continue to advance in the 
disease and submit larger claims in the future. 
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Table 227 – Change in Surplus from 31 December 2016 to 31 December 2019 – Special Distribution 
Benefits Plan 

Description ($’000s) ($’000s) 

Excess Capital at 31 December 2016   13,947 

Add required capital from 2016 19,758  

Adjust for difference between Eckler and Morneau Shepell PfAD liability (896) 18,862 

Surplus assets at 31 December 2016 prior to additional buffer (required capital)  32,809 

Expected interest on surplus assets  3,199 

Expected surplus at 31 December 2019 prior to additional buffer  36,008 

Effect of Experience differing from assumptions   

Loss on Investments other than for inflation (366)  

Loss on Investments due to CPI increasing less than expected (1,468)  

Gain from pension index causing benefits to increase less than assumed  1,048   

Gain on expenses less than assumed during 2016 to 2019 209   

Claimants transitions and claims different than assumed from 2017 to 2019 8,882  

Cohort changes from 2017 to 2019 (416) 7,889  

Effect of Changes in Assumptions   

Loss from increase in future unknown cohort (1,295)  

Loss from reduction in the discount rate  (1,391)  

Loss from changes to the MMWG disease progression rates and model (692)  

Loss from changes to the pre-treated pre-cured rates (4,278)  

Gain from decrease in assumed average drug cost for future claims 63   

Loss from increase in assumed average cost of care for future claims (312)  

Gain from changing expected incidence for Loss of Support and Loss of Services 
claims following an HCV death 3,197   

Loss from increased expectation for future expenses (413)  

Gains from all other assumption changes 1,791   

Miscellaneous gains (losses)  (107) (3,437) 

Surplus at 31 December 2019  40,460 

 

228. The discussion of the components of the change in surplus is similar to that for the Regular Benefits Plan 
other than the amounts involved.   
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10. LATE CLAIMS BENEFITS PLAN 
229. In 2016, the courts approved the 2016 Allocation Orders which 

included a new plan to provide benefits to claimants who 
missed filing a claim by the deadline and who do not meet the 
existing provisions for filing a claim after the deadline.  The 
cost for these late claimants is funded solely by assets 
transferred to the LCBP Account.  There is no contribution 
from the provincial/ territorial governments towards the Late 
Claims Benefits Plan. 

230. The transfer amount to the LCBP Account was set as 
$39,912,000 as of 31 December 2013.  As of 31 December 
2016, the total had grown to $48,572,683 with interest.  
Payment of the Late Claims Benefits began in late 2019, but 
the vast majority of claims remained in process with no 
decision regarding approval as of the end of 2019.  

231. The Late Claims Benefits are equal to the total of the benefits that would have been paid under the 
Regular Benefits Plan plus the amounts that would have been payable under the Special Distribution 
Benefits Plan. 

232. A late claimant first applies to the administrator for approval to submit a late claim.  If they meet the 
criteria, they then submit a claim for benefits which is reviewed and either approved or denied in the 
same way as for the Regular Benefits. 

233. Currently there is a 25% holdback on all benefits payable from the Late Claims Benefits Plan.  Claimants 
will therefore receive 75% of the total compensation amount plus an entitlement to receive the 25% 
holdback if and when the courts approve a reduction in or removal of the holdback.  Any holdback 
amounts are indexed to the date of eventual payment. 

FINANCIAL POSITION OF THE LATE CLAIMS BENEFITS PLAN 

234. The following tables summarize our results by benefit.  The results obtained by Eckler are, from a 
materiality perspective, essentially the same. 

  

In This Section, we…. 

� present a summary of the 
overall financial position of 
the Late Claims Benefits 
Plan; 

� discuss the amount of 
provision for adverse 
deviations that is 
reasonable; and 

� review the experience 
gains and losses over the 
past three years. 
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Table 234a – Transfused - Results as at 31 December 2019 – Late Claims Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants      

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 1,743 5.0 2,050 4.7 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 3,163 9.1 3,712 8.5 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 3,843 11.0 4,510 10.4 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 3,700 10.6 4,688 10.8 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 4,187 12.0 5,252 12.1 

4.01(3)(a) Loss of income- non-bridging fibrosis 158 0.5 176 0.4 

4.01(3)(b) Loss of services- non-bridging fibrosis 500 1.4 557 1.3 

4.02 Loss of income 1,846 5.3 2,324 5.3 

4.03 Loss of services 2,994 8.6 4,196 9.8 

4.04 Cost of care 2,189 6.3 3,034 7.0 

4.05 HCV drug therapy 14 0.0 18 0.0 

4.06 Uninsured treatment – HCV cure drugs 866 2.5 1,676 3.9 

4.06 Uninsured treatment – non-HCV cure drugs 132 0.4 147 0.3 

4.07 Out-of-pocket expenses 215 0.6 317 0.7 

 Alive claimants subtotal 25,550 73.3 32,657 75.2 

 
Post-1999 deaths 
(pre-deceased and future deaths)     

5.02 – Funeral 113 0.3 148 0.3 

6.01(1) – Loss of Support 316 0.9 419 1.0 

6.01(2) – Loss of Services 2,009 5.8 2,545 5.8 

6.02 Loss of Care and Guidance 1,601 4.6 2,115 4.9 

 Post-1999 deaths sub total 4,039 11.6 5,227 12.0 

 Late Family Claims 6,706 19.3 7,042 16.2 

 
Benefits previously paid                                           
(net of holdback) 

(1,475) (4.2) (1,475) (3.4) 

 Total 34,820 100.0 43,451 100.0 

      

 Breakdown of Total     

 75% of prospective liability  25,746  74.0  32,219  74.2 

 Hold back of prospective liability  8,582  24.6  10,740  24.7 

 Hold back of previously paid amounts 492 1.4 492 1.1 

 Total  34,820  100.0  43,451  100.0 
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Table 234b – Haemophiliacs – Results as at 31 December 2019 – Late Claims Benefits 
Plan 

Section Benefit Best Estimate 
Including Provision for 

Adverse Deviations 

  ($’000s) (%) ($’000s) (%) 

 Alive claimants     

4.01(1)(a) Level 1:  $10,000 – positive anti-HCV 81 1.9 97 2.0 

4.01(1)(b) Level 2:  $20,000 – PCR Test positive 161 3.9 194 4.0 

4.01(1)(c) Level 3:  $30,000 – Non-bridging fibrosis 200 4.8 250 5.1 

4.01(1)(d) Level 5:  $65,000 – Cirrhosis 138 3.3 261 5.3 

4.01(1)(e) Level 6:  $100,000 – Decomp/cancer 232 5.6 418 8.7 

4.01(3)(a) Loss of income- non-bridging fibrosis 5 0.1 5 0.1 

4.01(3)(b) Loss of services- non-bridging fibrosis 13 0.3 14 0.3 

4.02 Loss of income 212 5.1 241 4.9 

4.03 Loss of services 271 6.6 302 6.2 

4.04 Cost of care 168 4.0 202 4.1 

4.05 HCV drug therapy 1 0.1 1 0.0 

4.06 Uninsured treatment – HCV cure drugs 37 0.9 67 1.4 

4.06 Uninsured treatment – non-HCV cure drugs 18 0.4 18 0.4 

4.07 Out-of-pocket expenses 28 0.7 35 0.7 

4.08 HIV secondarily infected 81 1.9 81 1.7 

 Alive claimants subtotal 1,646 39.6 2,186 44.9 

 
Post-1999 deaths 
(pre-deceased and future)     

5.02 – Funeral 6 0.1 7 0.1 

6.01(1) – Loss of Support 53 1.3 60 1.2 

6.01(2) – Loss of Services 212 5.1 239 4.9 

6.02 Loss of Care and Guidance 106 2.5 120 2.5 

 Post-1999 deaths sub total 377 9.0 426 8.7 

 Late Family Claims 2,494 59.8 2,618 53.6 

 
Benefits previously paid                             
(net of holdback) (349) (8.4) (349) (7.2) 

 Total 4,168 100.0 4,881 100.0 

      

 Breakdown of Total     

 75% of prospective liability  3,039  72.9  3,574  73.2 

 Hold back of prospective liability  1,013  24.3  1,191  24.4 

 Hold back of previously paid amounts 116 2.8 116 2.4 

 Total  4,168  100.0  4,881  100.0 
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Chart 234c – Best Estimate Results Including Provision for Adverse Deviations as at                                                        
31 December 2019 – Late Claims Benefits ($’000s) 

  

 

 

 

 

 

 
 

 

 

235. Table 235 presents a summary of the overall financial results of the Plan assuming that the full benefit 
will be paid (i.e. ignoring the holdback) together with comparative liabilities from 2016.  Our results are 
similar to those of Eckler. 

Table 235 - Summary of Financial Results - Late Claims Benefits Plan 

 Best Estimate Provision for Adverse Deviations  

 2019 2016 2019 2016 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Assets 48,436 48,573 48,436 48,573 

Liabilities     

� Transfused (75%) 25,746 25,681 32,219 28,602 

� Haemophiliacs (75%) 3,039 3,746 3,574 4,047 

� 25% hold back 10,203 9,809 12,539 10,883 

� Future Expenses 9,397 8,496 9,731 8,751 

Total Plan Liabilities 48,385 47,732 58,063 52,283 

Fund Surplus (Deficit) 51 841  (9,627) (3,710) 

Additional buffer against 
catastrophic events   13,354 13,071 

Excess Assets   (22,981) (16,781) 
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236. The difference in the total liabilities with provision for adverse deviations compared to the total best 
estimate liabilities is a measure of the degree of conservatism included in the results.  The provision for 
adverse deviations for 2019 is about 20.0% greater than the best estimate liabilities.   

237. Most of the uncertainty about future claims under the Late Claims Benefits Plan relates to the number of 
claimants who will eventually be approved – the cohort size – and their distribution by level.  We have 
assumed a buffer of 25% additional infected claimants (giving 34 additional infected claimants).  We also 
assumed that the future portion of the liability (which is approximately half of the total liability) is subject 
to the effects of catastrophic events similar to the Regular Benefit Fund. That results in a buffer for future 
catastrophic claims of about 37%, which we applied to the liabilities net of the 25% holdback.   

238. That results in a buffer for future catastrophic events of $13.4 million.  When compared to the total 
liability including the 25% holdback, it results in a buffer of about 23% of the total liabilities. Eckler has 
accounted for cohort uncertainty in their Required Capital provision for the Late Claims Benefits Plan. 

CHANGE IN SURPLUS – LATE CLAIMS BENEFITS PLAN 

239. During the past three years, actual experience has developed differently from the 2016 assumptions.  This 
is normal and to be expected.  Table 240 summarizes the various factors that resulted in a change in the 
financial position from 2017 to 2019. 

240. The starting position for the analysis is the excess capital amount as ordered by the courts following the 
2016 Allocation Hearings.  A number of adjustments were made to that value to obtain the fund deficit as 
reported in our 2016 Sufficiency Report, including provision for adverse deviations. 

a. Because the analysis of change in deficit is conducted prior to any buffer (or the required capital), we 
added the Eckler required capital amount from 31 December 2016 to the deficit. 

b. We also adjusted the deficit for the difference between the Eckler reported fund deficit and the 
Morneau Shepell reported fund deficit from 31 December 2016.  The resulting deficit of $3,710 is the 
deficit on a provision for adverse deviations basis from the 2016 Morneau Shepell Sufficiency Report. 
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Table 240 – Change in Surplus from December 2016 to December 2019 – Late Claims Benefits Plan 

Description   ($’000s)   ($’000s) 

Excess Capital (deficit) at 31 December 2016     (16,826) 

Add required capital from 2016 10,768    

Adjust for difference between Eckler and Morneau Shepell PfAD liability 2,348  13,116  

Surplus (Deficit) at 31 December 2016 prior to additional buffer                       (3,710) 

Expected interest on surplus (deficit)   (362) 

Expected Surplus (Deficit) at 31 December 2019 prior to additional buffer   (4,072) 

Effect of Experience differing from assumptions     

Gain on Investments other than for inflation 561   

Loss on Investments due to CPI increasing less than expected (501)  

Gain from pension index causing benefits to increase less than assumed  472   

Gain on expenses less than assumed during 2017 to 2019 332   

Claimants transitions and claims different than assumed from 2017 to 2019 24,629   

Cohort changes from 2017 to 2019 (31,001) (5,508)  

Effect of Changes in Assumptions     

Gain from changes in future unknown cohort 3,107  

Loss from reduction in the discount rate  (171)  

Gain from changes to the MMWG disease progression rates and model 24   

Gain from changes to the previously treated and previously cured rates 18  

Loss from decrease in assumed average drug cost for future claims (45)   

Gain from increases in assumed average cost of care for future claims 28  

Loss from changing expected incidence for Loss of Support and Loss of Services 
claims following an HCV death (9)   

Loss from increased expectation for future expenses (2,992)  

Gain from all other assumption changes 37   

Miscellaneous gains (losses)  (44) (47) 

Surplus (Deficit) at 31 December 2019  (9,627) 

 

241. The discussion of the components of the change in surplus is similar to that for the Regular Benefits Plan 
other than the amounts involved.  In addition,  

a. In the 2016 review, we assumed the Late Claims Benefits Plan would start to make payments in 2017. 
Actual payments only started in 2019, which resulted in actual payments being less than assumed.  
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b. Future unknown infected claimant cohort for the Late Claims Benefits Plan was reduced from what 
was assumed in the 2016 review, future family claims were increased from 2016. This generates a net 
gain about $3.1 million. 
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11. ANALYSIS OF SENSITIVITY 
242. The results presented in this report are based on 

assumptions about what will happen in the future.  Many of 
these assumptions have a relatively minor effect on the 
resulting liabilities, however some do have a greater impact.   

243. The purpose of a sensitivity analysis is to help the user to 
gain an understanding of the possible financial effect of 
changes in the more material assumptions. 

REGULAR BENEFITS 

244. In this sensitivity analysis, each line shows the effect of making only the indicated change to the single 
assumption.  All other assumptions are held constant.  The assumption changes shown in the table are 
not cumulative.  For example, the first line shows the effect of changing only the size of the alive 
transfused cohort.  In the second line, the size of the transfused cohort is returned to the starting size and 
then the size of the haemophiliac cohort is changed. 

Table 244 – Sensitivity Analysis – Regular Benefits 

Assumption Change8 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

 ($’000s) (%) 

Total Liability (transfused and haemophiliac claimants) 652,044  N/A 

Change in the liability due to:   

x Increase transfused cohort by 10 alive claimants 3,172 0.5 

x Increase haemophiliac cohort by 10 alive claimants 3,060 0.5 

x Increase transition probabilities between disease stages to 110% of the 
baseline rates.  (For example, if the baseline transition probability is 7.0%, 
this would increase it to 7.7%) 

9,792 1.5 

x Decrease future treatment efficacy by 10% (for PfAD, that is from 90% to 
80% of the efficacy assumed by the MMWG) 

21,332 3.3 

x Increase the amount the Fund pays for treatment drugs by $10,000 13,924 2.1 

x Change the number of years over which all claimants are assumed to 
receive treatment by 5 years (for the PfAD, that is from 10 to 15 years) 

16,078 2.5 

x Increase percent of future deaths at levels 2 to 5 due to HCV by 10% 15,610 2.4 

x Increase the average Loss of Income benefit amount by 10% 2,127 0.3 

x Increase the number of claimants with Loss of Services by 10% 8,541 1.3 

                                                                 
8  A decrease to the indicated assumption will have approximately the same effect but in the opposite direction.   

In This Section, we…. 

� review the effect of changes 
in the key assumptions on 
the resulting liabilities for 
each of the three Accounts. 
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Assumption Change8 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

x Increase the average amount for Cost of Care by 10% 10,899 1.7 

x Increase the discount rate by 0.25%  (19,573) (3.0) 

x Decrease the discount rate by 0.25% 20,787 3.2 

 

245. It should be noted that multiple changes may be interdependent.  That is, when multiple changes are 
combined, the total effect may be different from what one gets by adding the individual amounts 
together.  This effect is similar to the difference between simple and compound interest.  Some of the 
multiple assumption changes have a compounding effect.   

SPECIAL DISTRIBUTION BENEFITS PLAN 

246. The Special Distribution Benefits Plan is subject to many of the same sensitivities as the Regular Benefits 
Plan, plus potential variability in the number of medical visits made each year with an accompanying 
family member.  Most of the Supplemental Benefits are a percentage of the Regular Benefits and will 
fluctuate approximately in line with the Regular Plan.  However, Cost of Care is a top-up.  When the total 
cost of care benefit exceeds $50,000 (1999 dollars), then the next $10,000 (1999 dollars) is reimbursed 
from the Supplemental Benefits Plan.  This amount is highly leveraged – any increase in average amounts 
could have a disproportionate effect on the Supplemental Benefits Plan. 

Table 246 – Sensitivity Analysis – Special Distribution Benefits 

Assumption Change9 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

 ($’000s) (%) 

Total Liability (transfused and haemophiliac claimants) 59,054  N/A 

Change in the liability due to:   

x Increase transfused cohort by 10 alive claimants 279  0.5 

x Increase haemophiliac cohort by 10 alive claimants 271  0.5 

x Increase transition probabilities between disease stages to 110% of the 
baseline rates.  (For example, if the baseline transition probability is 7.0%, 
this would increase it to 7.7%) 

1,104  1.9 

x Decrease future treatment efficacy by 10% (for PfAD, that is from 90% to 
80% of the efficacy assumed by the MMWG) 

2,313  3.9 

x Change the number of years over which all claimants are assumed to 
receive treatment by 5 years (for the PfAD, that is from 10 to 15 years) 

2,213  3.7 

x Increase percent of future deaths at levels 2 to 5 due to HCV by 10% 3,614  6.1 

                                                                 
9  A decrease to the indicated assumption will have approximately the same effect but in the opposite direction.   
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Assumption Change9 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

x Increase the average Loss of Income benefit amount by 10% 259  0.4 

x Increase the number of claimants with Loss of Services by 10% 886  1.5 

x Portion of the cost of care paid by the fund doubles 1,242  2.1 

x Increase the percent of claimants assumed to have an Out-of-Pocket 
expense in a year by 1% 

174  0.3 

x Increase the discount rate by 0.25%  (1,982) -3.4 

x Decrease the discount rate by 0.25% 2,117  3.6 

x Increase the number of medical visits with accompanying family members 
by 40% 

271  0.5 

LATE CLAIMS BENEFITS PLAN 

247. The Late Claims Benefits Plan is subject to the same sensitivities as the Regular Benefits Plan plus the 
Special Distribution Benefits Plan.  The percentage sensitivities are similar to those under the Regular 
Benefits Plan and Special Distribution Benefits Plan.    

Table 247 – Sensitivity Analysis – Late Claims Benefits Plan 

Assumption Change10 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

 ($’000s) (%) 

Total Liability (transfused and haemophiliac claimants) 58,063 N/A 

Change in the liability due to:   

x Increase transfused cohort by 20 infected claimants 6,414  11.0 

x Increase haemophiliac cohort by 20 family claimants 661  1.1 

x Increase transition probabilities between disease stages to 110% of the 
baseline rates.  (For example, if the baseline transition probability is 7.0%, 
this would increase it to 7.7%) 

9  0.1 

x Decrease future treatment efficacy by 10% (for PfAD, that is from 90% to 
80% of the efficacy assumed by the MMWG) 

22  0.1 

x Change the number of years over which all claimants are assumed to 
receive treatment by 5 years (for the PfAD, that is from 10 to 15 years) 

33  0.1 

x Increase percent of future deaths at levels 2 to 5 due to HCV by 10% 89  0.2 

x Cost of Care payable from Special Distribution Plan doubles 39  0.1 

x Increase the discount rate by 0.25%  (405) (0.7) 

                                                                 
10  A decrease to the indicated assumption will have approximately the same effect but in the opposite direction.   
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Assumption Change10 

Liability including 
Provision for 

Adverse Deviations 

Percentage 
Change 

x Decrease the discount rate by 0.25% 430  0.7 

x Infected late claimants are one disease level higher than assumed 1,388  2.4 
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12. PROJECTED CASH FLOW OF COMPENSATION 
BENEFITS 

248. The following chart shows the future expected cash flows for 
2020 to 2102 based on the best estimate assumptions.  These 
are the benefit payments and expenses that underlie the 
liabilities for the Plan.  

249. The retroactive payments from the Late Claims Benefits Plan 
are assumed to be mostly paid over the next couple of years.  

Chart 249 – Future Cash Flows – Best Estimate Assumptions (in $’000s) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

250. The dollar amounts of the past and future cash flows are shown in Table 250a for the best estimate 
assumptions and in Table 250b for the provision for adverse deviations assumptions. Cash flows include 
future expected inflation and are not discounted for future interest earnings.   

In This Section…. 

� We show the projected 
future payments from the 
Plan (based on the 
assumptions) in each of the 
next 83 years. 

�  
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Table 250a – Fund Cash Flows (Historical & Projected to 2102) – Best Estimate Assumptions 

Year 
Regular                    

Benefits Plan 
Special Distribution 

Benefits Plan 
Late Claims              

Benefits Plan* Total 
 ($’000s) ($’000s) ($’000s) ($’000s) 

2010 40,084 0 0 40,084 
2011 35,903 0 0 35,903 
2012 30,323 0 0 30,323 
2013 33,681 0 0 33,681 
2014 50,198 0 0 50,198 
2015 55,205 0 0 55,205 
2016 46,852 0 0 46,852 
2017 41,656 84,893 569 127,118 
2018 41,785 5,604 1,570 48,959 
2019 34,865 4,814 2,591 42,270 

2019 o/s 13,267 711 0 13,978 
2020 48,234 4,550 17,501 70,285 
2021 37,952 3,571 5,687 47,210 
2022 33,718 3,011 2,845 39,573 
2023 30,921 2,719 1,670 35,310 
2024 28,813 2,544 1,677 33,034 
2025 24,715 2,154 558 27,427 
2026 24,651 2,146 617 27,414 
2027 24,274 2,128 580 26,982 
2028 24,203 2,110 592 26,904 
2029 23,954 2,140 603 26,698 
2030 23,647 2,142 615 26,404 
2031 23,492 2,117 628 26,237 
2032 22,995 2,089 596 25,681 
2033 22,578 2,071 610 25,260 
2034 21,987 2,021 623 24,630 
2035 21,490 1,986 538 24,014 
2036 20,922 1,958 549 23,429 
2037 20,635 1,924 561 23,119 
2038 20,034 1,883 528 22,445 
2039 19,503 1,771 537 21,811 
2040 19,097 1,726 546 21,369 
2041 18,376 1,758 513 20,648 
2042 17,620 1,710 520 19,851 

2043 - 2102 279,345 32,872 6,806 319,024 
Total 2,348,226  181,124  51,232  2,580,582  

*    Net of the 25% holdback.  
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Table 250b - Fund Cash Flows (Historical & Projected to 2102) – Provision for Adverse Deviations 

Year 
Regular                    

Benefits Plan 
Special Distribution 

Benefits Plan 
Late Claims              

Benefits Plan* Total 
 ($’000s) ($’000s) ($’000s) ($’000s) 

2010 40,084 0 0 40,084 
2011 35,903 0 0 35,903 
2012 30,323 0 0 30,323 
2013 33,681 0 0 33,681 
2014 50,198 0 0 50,198 
2015 55,205 0 0 55,205 
2016 46,852 0 0 46,852 
2017 41,656 84,893 569 127,118 
2018 41,785 5,604 1,570 48,959 
2019 34,865 4,814 2,591 42,270 

2019 o/s 13,267 711 0 13,978 
2020 52,948 4,407 17,781 75,137 
2021 44,714 3,790 5,691 54,196 
2022 41,179 3,417 2,857 47,453 
2023 38,378 3,212 1,686 43,277 
2024 36,029 3,087 1,687 40,803 
2025 32,511 2,782 577 35,870 
2026 31,364 2,699 635 34,698 
2027 30,136 2,620 598 33,354 
2028 29,408 2,554 608 32,570 
2029 28,651 2,547 619 31,818 
2030 27,159 2,489 632 30,280 
2031 27,001 2,461 644 30,105 
2032 26,495 2,429 613 29,537 
2033 26,067 2,408 626 29,101 
2034 25,480 2,358 640 28,478 
2035 24,952 2,318 553 27,823 
2036 24,342 2,284 564 27,189 
2037 24,002 2,242 575 26,819 
2038 23,331 2,191 542 26,064 
2039 22,733 2,070 551 25,353 
2040 22,237 2,014 560 24,810 
2041 21,434 2,038 527 23,999 
2042 20,579 1,978 534 23,091 

2043 - 2102 321,678 36,189 6,928 364,794 
Total 2,497,881  192,605  51,957  2,742,444  

*    Net of the 25% holdback. 
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13. ACTUARIAL ASSUMPTIONS  
251. Since the 2013 review and onward, we were instructed to 

work cooperatively with Eckler to select the actuarial 
methods and assumptions jointly with the intent that we 
would both use the same assumptions in our respective 
valuations.  If we were unable to agree with respect to an 
assumption, the reasons therefor and financial effect thereof 
were to be disclosed. 

252. We cooperated with the analysis of the data and shared our 
respective findings.  Both actuaries accept all of the 
assumptions used in this review – there are no differences. 

253. The assumptions about disease progression are discussed in 
Section 5.  The assumptions about the claimant cohort are discussed in Section 6.   This section discusses 
all the other actuarial assumptions used for this report along with reasons for their adoption.   

254. These assumptions are summarized in Appendix D. 

255. The liability including a provision for adverse deviations was determined using the best estimate 
assumptions together with a margin to provide for possible adverse deviations.  We included a margin 
only for those assumptions that in our opinion might have a material financial effect if actual experience 
differed from the best estimate assumption.  If the assumption has a low financial impact, the provision 
for adverse deviation assumption is the same as the best estimate assumption. 

256. The same assumptions were used for the Special Distribution Benefits Plan and for the Late Claims 
Benefits Plan unless indicated otherwise. 

THE VALUATION MODELS 

257. We worked together to review our respective valuation models and identify any differences.  A number of 
differences were found and the models adjusted appropriately.   

258. However, our models approach the calculation of liabilities from very different perspectives.   

259. The Morneau Shepell valuation model is deterministic.  The probabilities are applied to each claimant and 
the many possible journeys through the disease stages for each claimant is determined.  A deterministic 
model is one in which the assumptions are applied exactly as stated in each year without any random 
variation.  If a deterministic model is used to calculate the number of heads that will occur if a coin is 
tossed 1,000 times, the result will be exactly 500. 

260. The Eckler valuation model is stochastic.  In a stochastic model, each probability has a distribution – this 
could be equated to a bell curve that was sometimes applied to test marks at school.  Stochastic models 
recognise that when things happen according to a probability, there is a degree of randomness in the 
results.  If a stochastic model is used to calculate the number of heads that will occur if a coin is tossed 

In This Section…. 

We discuss the actuarial 
assumptions used in this review  

� Mortality 

� Interest and Inflation 

� Benefit specific assumptions 

Cohort and disease progression 
assumptions are discussed in 
Sections 5 and 6. 
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1,000 times, the result will likely be something close to 500, say between 400 and 600 in most cases.  But 
the result could be as low as 0 and as high as 1,000, although the likelihood of that happening is minute. 

261. Because our models are based on different methodologies, complete equivalency of the results is not 
possible, but we are satisfied that there are no material differences in the approach to calculating 
liabilities. 

MORTALITY ASSUMPTIONS 

262. The MMWG utilised mortality rates developed from the claimant data.  In our opinion, there is not 
sufficient credibility within the claimant data for those rates to be applied in an actuarial model.  We have 
therefore assumed that future mortality of the claimants will be in accordance with the Canada Life 
Tables 2016-2018.  This represents average mortality based on all Canadians.  Those mortality rates 
include the excess HCV mortality.  In addition, for claimants at level 6, mortality from HCV was assumed in 
accordance with the rates set out in the 2019 MMWG Report. 

Table 262 - Mortality Assumptions 

Assumption 

2016 
With Provision for 
Adverse Deviation 

2019 
 

Best Estimate 

2019 
With Provision for 
Adverse Deviation 

Mortality from all causes other 
than HCV11  

Canada Life Tables - 
2012 to 2014 

Canada Life Tables - 
2016 to 2018 

Same 

Mortality from all causes other 
than HCV for those with HIV 

624% of the Canada Life 
Tables 2012 to 2014 

624% of the Canada Life 
Tables 2016 to 2018 

Same 

Mortality due to HCV from 
Level 6 – Decompensation 

Greater of Canada Life 
mortality* and 23.8% 

Greater of Canada Life 
mortality* and 24.7% 

Same 

Mortality due to HCV from 
Level 6 – Extrahepatic 

Greater of Canada Life 
mortality* and 12.6% 

Greater of Canada Life 
mortality* and 11.5% 

 

Mortality due to HCV from 
Level 6 – HCC (cancer) 

Greater of Canada Life 
mortality* and 25.9% 

Greater of Canada Life 
mortality* and 26.5% 

Same 

Mortality due to HCV from 
Level 6 -  liver transplant 
- first year 
- thereafter 

Greater of Canada Life 
mortality* and: 

8.7% 
4.3% 

Greater of Canada Life 
mortality* and: 

8.3% 
4.4% 

 
 

Same 

*   The Canada Life mortality utilized includes the 624% adjustment for co-infected persons where applicable. 

263. All level 6 deaths are considered to be as a result of HCV and the mortality rate is the greater of the stage 
specific rate and the Canada Life rate. 

264. The determination of expected HCV related deaths is performed in three steps.  First, expected deaths 
from all causes other than HCV is determined based on the Canada Life Mortality Tables.  That gives the 
number of expected non-HCV deaths predicted by the MMWG model.  Second, the percentages from 
Table 264 – Excess HCV Mortality are applied to allocate a portion of those expected deaths to be treated 

                                                                 
11  The deaths resulting from this assumption are split between HCV-related and non-HCV related death based on the Excess HCV 

Related Mortality assumption. 
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as HCV related deaths.  Third, the HCV related deaths as expected by the MMWG model are determined, 
using the mortality from HCV as set out in Table 262.  

Table 264 – Excess HCV-Related Mortality - 2019 
 Disease Level 

  1 2 3 4 5 6 

Claimants who have not cleared the virus    

HCV Death 0% 5% 25% 35% 50% 100% 

Non-HCV Death 100% 95% 75% 65% 50% 0% 

Claimants who have cleared the virus    

HCV Death 0% 0% 5% 20% 35% 100% 

Non-HCV Death 100% 100% 95% 80% 65% 0% 

 

The assumptions for best estimate and provision for adverse deviations are the same.   

The assumptions have changed from 2016.  For claimants who had not cleared the virus, the assumption 
for HCV deaths at level 4 was 40% and at level 5 it was 80%.  For claimants who have cleared the virus, 
the assumption for HCV deaths at level 4 was 25% and at level 5 it was 60%.  The balance of the excess 
HCV death assumptions are unchanged from 2016. 

ECONOMIC ASSUMPTIONS 

265. The return on invested assets shown is developed from an expected return for a pool of assets invested in 
a combination of equities and bonds, less a provision for investment expenses.  We have assumed the 
long-term fund assets will be invested based on the investment benchmark mix as adopted by the Joint 
Committee.  The long-term assets make up about 89.5% of the total fund assets.  The short-term fund 
assets (which are to be managed to be about $24 million, or 2.1% of the current fund size) are invested 
entirely in cash.  Investment related expenses are assumed to be 0.04% of the invested assets, based on 
actual recent experience.   

266. The provincial notional assets, which are about 8.3% of the current fund, are assumed to earn interest at 
the return over the long-term future for 3-month Treasury Bills. 

267. The discount rate utilised is a net rate of return – the return expected after subtracting inflation.  By using 
a net or real rate of return, future inflation is automatically taken into consideration in the determination 
of the liabilities. 

268. The methodology utilised by Morneau Shepell and by Eckler to determine the discount rates differ, but 
the resulting best estimate and provision for adverse deviations rates are the same. 
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Table 268 - Economic Assumptions 
  2016  2019 

Asset Class Allocation 
Expected 

Return 

Contribution 
to Fund 
Return  Allocation 

Expected 
Return 

Contribution 
to Fund 
Return 

Universe Bonds 5.25%  3.10%  0.16%    5.47% 3.15% 0.17% 

Short Term Bonds 2.50%  2.60%  0.07%    2.10% 2.25% 0.05% 

Real return bonds 70.00%  2.75%  1.93%    70.96% 2.66% 1.89% 

Equities                                

 - Canada  -  -  -     -  -  -  

 -  US -  -  -    -  -  -  

 -  International -  -  -    -  -  -  

 - Global 12.25%  6.90%  0.85%    13.17% 6.65% 0.88% 

Notional assets 10.00%  1.90%  0.19%    8.30% 2.25% 0.19% 

Expected return 100.00%    3.20%    100.00%    3.17% 

Rebalancing effect     0.24%        0.17% 

Less Inflation     (2.25%)       (2.25%) 

Less Expenses     (0.04%)       (0.04%) 

Discount rate - Best Estimate   1.15%        1.05%  

Margin for Adverse Deviations   (0.25%)       (0.25%) 

Discount Rate – Provision for 
Adverse Deviations     0.90%        0.80%  

 

269. The future assumed inflation rate has remained unchanged since the 2016 review. 

270. The net discount rate has decreased 0.10% since the 2016 review.  That will result in an increase in the 
liabilities.   

271. The discount rate for the Special Distribution Benefits and for the Late Claims Benefits would normally be 
slightly greater than the discount rate for the Regular Benefits.  The assets for the Special Distribution 
Benefits Account and for the LCBP Account are entirely made up of invested assets and do not include 
any part of the notional assets.  All of the notional assets are with respect to the Regular Benefits 
Account.  Since the notional assets have a lower expected rate of return than the invested assets, the 
average return expected for the Regular Benefits Account is lower than for the Special Distribution 
Benefits Account and for the LCBP Account.  The difference is about 0.08%.  

272. In our opinion, the difference is not material to the resulting liabilities and for the purposes of this review 
we have chosen to ignore it.  Consequently, the discount rate utilised for the review of all three plans is 
1.05% for the best estimate and 0.80% for the provision for adverse deviations assumption. 
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ASSUMPTIONS FOR SPECIFIC BENEFIT PAYMENTS 

273. We need to make assumptions about each specific benefit available under the Plan.  Except where 
indicated otherwise, each of the following assumptions is used for:  

a. the Regular Benefits Plan, the Special Distribution Benefits Plan and the Late Claims Benefits Plan; and 

b. both the best estimate and the provision for adverse deviations. 

274. Most of the payment amounts are increased from the 1999 levels as set out in the Settlement Agreement 
to reflect inflation.  This indexing is based on the indexing level under the Canada Pension Plan each year.  
In the discussion of benefit amounts, we refer to the amount based on the 1999 levels.  In the valuation, 
we recognised the actual indexing that has been applied up to January 2020. 

275. The following are the indexing rates that have been used to increase the payments under the Plan.  For 
2021 and thereafter, payments are assumed to be indexed at the rate of inflation.  These historical 
indexing rates are based on fact and are the same for all sets of assumptions. 

Table 275 – Historical Indexing Rates 

Year Indexing Rate (% per annum) 

1999 1.57 

2000 2.54 

2001 3.01 

2002 1.63 

2003 3.21 

2004 1.72 

2005 2.26 

2006 2.13 

2007 1.91 

2008 2.52 

2009 0.35 

2010 1.66 

2011 2.84 

2012 1.76 

2013 0.91 

2014 1.79 

2015 1.20 

2016 1.43 

2017 1.48 

2018 2.31 

2019 1.88 

2020 2.03 
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276. The cumulative indexing rate since 1999 is 48.7377%.  So, the $10,000 lump sum payable for level 1 
would be paid at $14,873.77 during 2020.  

$10,000 for HCV infection (Level 1) 

277. Payments are assumed to be made immediately upon a claimant being approved.  All known claimants 
are therefore assumed to have received this amount.  To the extent that any amounts remain 
outstanding, they are included in the total of outstanding payments. 

278. For the unknown claimants, payments are assumed to be made at future dates upon approval of their 
claim. 

$20,000 – positive PCR test (Level 2) 

279. Payments are assumed to be made immediately upon a claimant reaching level 2.  Since there is an 
assumption that almost no one will progress from level 1 to any other level, this essentially results in a 
payment immediately upon a claim being approved for those at level 2 or beyond.  All known claimants 
other than those at level 1 are therefore assumed to have been paid this amount.  To the extent that any 
amounts remain outstanding, they are included in the total of outstanding payments. 

280. For the unknown claimants, payments are assumed to be made upon approval of their claim if they are 
level 2 (disease stage F0(RNA+)) or beyond. 

$30,000 – Non-bridging fibrosis (Level 3) 

281. This payment is available to all claimants who have developed non-bridging fibrosis or have proceeded 
beyond that level.  The MMWG model does not include a stage directly corresponding to non-bridging 
fibrosis.  However, we understand that non-bridging fibrosis normally occurs somewhere between stages 
F1 and F2, (Fibrosis stages 1 and 2) and we have assumed that a claimant at stage F1 is entitled to level 3 
benefits.  This is consistent with the Eckler assumptions and with how the MMWG assumed the levels and 
stages would be treated.  

282. A claimant may elect to waive this payment and receive instead a Loss of Income or Loss of Services 
benefit.  The decision as to which benefit to receive may be deferred as long as the claimant wishes.   

283. For all known claimants who have made an election to receive the $30,000 lump sum, we have assumed 
payment has been made and to the extent that it has not, the amount is included in the outstanding 
payments totals. 

284. For all unknown claimants and all known claimants who have not reached this stage, we assumed 95% of 
those under age 65 (94% in 2016) and 91% of those over age 65 (94% in 2016) would elect to receive the 
$30,000 lump sum and the balance would elect the Loss of Income or Loss of Services benefit as 
described below (paragraphs 294 to 305).  For all known claimants at Level 3 who have not yet made this 
election, we assumed they would receive $30,000 and ignore the possibility of a Loss of Income or Loss of 
Services claim. 

Level 2 Claimants receiving Compensable Drug Therapy 

285. If a claimant at level 2 is certified by a doctor to be eligible to receive Compensable Drug Therapy (in 
general, a treatment that includes interferon, ribavirin or another drug approved by the courts) they 
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qualify for the $30,000 lump sum payment at level 3.  The current treatment protocols utilised in the 
MMWG model do not include any Compensable Drug Therapy.  We understand that there are a few 
situations where therapy is likely to be combined with ribavirin. 

286. Currently, a claimant at level 2 who qualifies for Compensable Drug Therapy is not required to take the 
therapy to qualify for this benefit.  We were informed that with previous treatment regimens, some 
infected persons with co-morbidities may be advised against treatment due to severe adverse issues due 
to another disease.  We are advised that those situations are not likely to occur in the future and that the 
expectation is any future person at level 2 will likely be required to undergo treatment in order to qualify 
for the lump sum compensation. 

287. We have assumed that 5.0% of all treatments in the future will include ribavirin and that 2.5% of all 
claimants at level 2 who receive treatment will therefore qualify for the level 3 lump sum. 

$65,000 – Cirrhosis (Level 5) 

288. Payments are assumed to be made immediately upon a claimant reaching Level 5 (stage F4 - Cirrhosis).  
All known claimants at stage F4 and beyond are assumed to have been paid this amount.  To the extent 
that any amounts remain outstanding, they are included in the total of outstanding payments. 

289. For other claimants, payments are assumed to be made upon transition to stage F4. 

$100,000 – Decompensation/Cancer/Liver Transplant (Level 6) 

290. Payments are assumed to be made immediately upon a claimant reaching level 6 – liver decompensation, 
extrahepatic and HCC. (While liver transplant is recognised under the Plan, the medical model assumes 
that all patients who receive a liver transplant first go through the liver decompensation or HCC stage, so 
for purposes of this valuation, no additional benefits are assumed payable at liver transplant).  All known 
claimants at stages decompensation, extrahepatic or HCC and beyond are assumed to have been paid this 
amount.  To the extent that any amounts remain outstanding, they are included in the total of 
outstanding payments. 

291. For other claimants, payments are assumed to be made upon transition to stages decompensation, 
extrahepatic or HCC.  If a claimant transitions into extrahepatic or HCC directly from Levels 2-4, they will 
also receive the Level 3 and/or Level 5 lump sum that they had “skipped”. 

Special Distribution Benefits for Fixed Income Amounts 

292. A Special Distribution equal to 8.5% of each of the above fixed payments that was paid prior to 2017, plus 
indexing has been paid as of the valuation.  Some of those payments remain outstanding, primarily due to 
wrong addresses. 

293. A Special Distribution equal to 8.5% of each of the above fixed payments paid after 2016 is assumed to be 
paid simultaneously with fixed payments that come due following the valuation date.  

Loss of Income and Loss of Services 

294. Loss of Income is available to claimants under age 65.  Loss of Services is available to any claimant 
regardless of age, provided they are not in receipt of a Loss of Income benefit. 

295. Loss of Income and Loss of Services is available to claimants at level 3 who elect to receive this benefit in 
lieu of the $30,000 lump sum. 
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296. For the best estimate as well as the provision for adverse deviation liabilities, known claimants who are 
already in receipt of these benefits are assumed to continue to receive payments at the same level but 
indexed each year.   

297. The rate of claiming a loss of income and loss of services benefit for the known and unknown claimants is 
shown in Table 297.  The percentage for future claims from known claimants when added to the 
respective percentage of known claimants who are already receiving a benefit gives a total the same as 
(or in some cases greater than) the unknown claimants. 

Table 297 – Rate of Future Claims for Loss of Income/Services Benefit  
Benefit Payment 2016 - BE 2019 - BE 2019 - PfAD 

Loss of Income – Level 3 
� Proportion claiming 

 
3.0% under age 65 

0.0% over age 64 

 
2.0% under age 65 

0.0% over age 64 

 
Same 

Loss of Income – Level 4 
� Proportion claiming – 

unknown 
 
� Proportion claiming - known12 

 
12.0% under age 65 

0.0% over age 64 
 

4.2% transfused 
1.6% haemophiliac 

 
10.0% under age 65 

0.0% over age 64 
 

3.7% transfused 
0.0% haemophiliac 

 
Same 

Loss of Income – Level 5 
� Proportion claiming – 

unknown 
 
Proportion claiming - known 

 
25.0% under age 65 

0.0% over age 64 
 

1.0% transfused 
6.5% haemophiliac 

 
25.0% under age 65 

0.0% over age 64 
 

5.1% transfused 
7.1% haemophiliac 

 
Same 

Loss of Income – Level 6 
� Proportion claiming - unknown 
 
 
� Proportion claiming - known 
 

 
25.0% under age 65 

0.0% over age 64 
 

0.6% transfused 
0.0% haemophiliac 

 
25.0% under age 65 

0.0% over age 64 
 

6.8% transfused 
5.6% haemophiliac 

 
Same 

Loss of Services – Level 3 
� Proportion claiming 

 
3.0% under age 65 

6.0% over age 64 

 
3.0% under age 65 

9.0% over age 64 

 
Same 

Loss of Services – Level 4  
� Proportion claiming - unknown 
 
� Proportion claiming - known  

- Transfused 
 
 
- Haemophiliac 

 
30.0% under age 65 

38.0% over age 64 
 

16.3% under age 65 
14.8%  over age 64 

 
0.0% under age 65 

0.0% over age 64 

 
30.0% under age 65 

40.0% over age 64 
 

8.0% under age 65 
22.2% over age 64 

 
0.0% under age 65 
0.0% over age 64 

 
Same 

Loss of Services – Level 5  
� Proportion claiming - unknown 
 
� Proportion claiming - known  

 
30.0% under age 65 

44.0% over age 64 
 

 
35.0% under age 65 

50.0% over age 64 
 

 
Same 

                                                                 
12  The known proportion claiming applies to known claimants already at the indicated level who have not yet commenced a claim.  

All known claimants already on claim are assumed to continue.  All known claimants who later transition into the level are 
assumed to claim based on the proportions for unknown claimants. 
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Benefit Payment 2016 - BE 2019 - BE 2019 - PfAD 

- Transfused 
 
 
- Haemophiliac 

2.6% under age 65 
9.2% over age 64 

 
0.0% under age 65 
10.4% over age 64 

13.3% under age 65 
6.8% over age 64 

 
0.6% under age 65 

0.0% over age 64 

Loss of Services – Level 6 
� Proportion claiming - unknown 
 
� Proportion claiming - known  

- Transfused 
 
 
- Haemophiliac 

 

 
50.0% under age 65 

65.0% over age 64 
 

14.5% under age 65 
42.3% over age 64 

 
0.0% under age 65 

0.0% over age 64 

 
55.0% under age 65 

65.0% over age 64 
 

26.1% under age 65 
30.0% over age 64 

 
0.0% under age 65 
0.0% over age 64 

 
Same 

 

298. Payments are assumed to continue for the lifetime of the claimant, subject to assumptions about 
recovery following successful treatment. 

299. The valuation model assumes that those who claim a Loss of Income or Loss of Services benefit do so 
coincident with transitioning into a level.  In reality, many of these claims will commence at a later time.  
This assumption will overstate the liabilities.  This issue only affects the claimants who commence the 
benefit at a level without having claimed at an earlier level.  We will refer to this group as Knowns with 
Deferred Benefits. 

300. Under the Plan, a claimant at level 4 who has a Loss of Income or Services that commenced prior to 
reaching level 4 may claim retroactive benefits – even if they had received the $30,000 lump sum 
payment at level 3.  This may affect a small percentage of the claimants who transition to level 4.  We will 
refer to this group as Knowns with Retroactive Benefits. 

301. In our opinion, the overstatement of liabilities for the Knowns with Deferred Benefits is significantly 
greater than the liability for the Knowns with Retroactive Benefits.  We have therefore assumed that the 
liability for Knowns with Deferred Benefits will exceed the total liability for Knowns with Retroactive 
Benefits.  Rather than trying to quantify the amounts involved, for the best estimate and provision for 
adverse deviations assumptions, we have assumed there is no adjustment required to recognize any 
projected retroactive benefits payable and that there may be an immaterial overstatement of liabilities as 
a result. 

302. Further, in our opinion, it is likely that any claims commenced at level 6 will have no or very little 
retroactive payments due. 

303. We understand that there may be situations where claimants are receiving Loss of Income or Loss of 
Service benefits due to a temporary disability.  The data does not identify these claimants, so we have 
assumed that there are no temporary periods of disability.  To the extent that some of these claimants 
will recover and, either permanently or temporarily, cease receiving Loss of Income or Services benefits, 
the liability will be overstated slightly. 

304. For claimants currently receiving benefits, the amount paid is assumed to continue with indexing for the 
future.  For claimants not currently receiving this benefit, the Loss of Income payments are assumed to be 
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$40,500 ($40,000 in 2016) per year for the transfused cohort and $57,500 ($55,000 in 2016) per year for 
the haemophiliac cohort.  Loss of Services benefits are assumed to be $17,600 ($17,000 in 2016) per year 
for both the transfused and haemophiliac cohorts.  These dollar amounts are all in current dollars. 

305. For Special Distribution Benefits, we assumed that the amount paid will be 10% of the Loss of Income and 
Loss of Services amounts payable after 2013. 

Recovery from Loss of Income and Loss of Services 

306. Prior to 2013, we assumed that any claimant who commenced a Loss of Income or Loss of Services 
benefit would remain in receipt of it (after switching to a loss of services benefit at age 65) for the 
balance of their life.  While there were claimants for whom the disability was temporary, they were few in 
number and ignoring the possibility of recovery from disability was not material. 

307. With the DAA treatments now available, we believe that recovery from disability will be material and we 
have therefore made an assumption.  We had little information on which to base the assumption for the 
2013 review and there has been very little experience emerging in the claimant data in the past six years.  
We were advised that:  

a. damage done by HCV is not reversed by recovery;   

b. comorbidity issues will likely continue and any prior effect of HCV on the comorbidity could continue 
affecting the person for some time; and 

c. recovery time for most claimants at level 3 is likely to be a few months but increase to a few years, if 
at all, at level 5. 

308. Based on the above, it is not surprising that there has been little evidence of recovery from disability as of 
the end of 2019. 

309. We assume that the following percent of claimants who have cleared the virus and those who will clear 
the virus will recover and have their loss of income and loss of services benefit cease.  These are the same 
recovery rates as assumed for the 2016 review. 

Table 309 – Recovery Rates from Loss of Income and Loss of Services After Clearing the Virus   
Duration Since 

Disability (Years) Levels 3 & 4 Level 5 Level 6 

1 50.0% 25.0% 0% 

2 30.0% 15.0% 0% 

3 25.0% 12.5% 0% 

4 25.0% 12.5% 0% 

5 15.0% 7.5% 0% 

6 10.0% 5.0% 0% 

7 5.0% 2.5% 0% 

8 5.0% 2.5% 0% 

9+ 0.0% 0.0% 0% 
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310. We included a PfAD for recovery from disability by using recovery rates that are half of those shown 
above. 

Costs of Care (Level 6)  

311. Table 311 shows the past six years of claims (indexed to 2020) for cost of care among all claimants at level 6.  
The 2019 average claim amount is likely preliminary since we expect there will be more claims filed in 
respect of 2019. 

Table 311 – Cost of Care Claims 

Year 
Number Claiming 

Cost of Care 
Percentage of All 
Level 6 Claimants 

Average Claim 
Amount 

2014 101 53%       $   41,730 

2015 101 54% 40,849 

2016 91 51% 44,019 

2017 87 50% 47,327 

2018 86 60% 48,645 

2019 71 45% 43,040 

Average 90 50%      $    44,268 

 

312. We noticed that the average claim amount (especially prior to 2014) has varied significantly from year to 
year.  We also considered that many claimants at level 6 are likely to have health issues requiring care 
and that about a quarter of them are expected to die each year.  Those who die are expected to be 
replaced by a claimant advancing from level 5 or lower.  As such, we expect to see ongoing year to year 
variation in the percent of level 6 claimants who have a cost of care claim as well as variation in the 
average amount claimed each year. 

313. We have assumed that each year on average, 50% (50% in 2016) of claimants at level 6 (decompensation, 
extrahepatic, HCC and liver transplant) will require care with an average claim of $52,500 ($39,000 in 
2016) where the amount is stated in current dollars.  For the provision for adverse deviations, the 
assumptions are 50% (50% in 2016) of claimants will have an average claim of $59,500 ($47,000 in 2016). 

314. The Special Distribution Benefits Plan provides up to an additional $10,000 reimbursement for cost of 
care that exceeds the maximum $50,000 (1999 dollars) under the Regular Benefits Plan.  We have 
assumed that the Special Distribution Benefits Plan will reimburse, on average, $682 (current dollars) 
each year for 50% of the claimants at level 6 with a provision for adverse deviations average claim 
amount of $773 (current dollars). 

Drug Therapy  

315. The drug treatment regimens introduced over the past nine years have resulted in significant changes in 
the drug therapy claims from the past.  These DAA treatments are expected to take less time and be 
much less debilitating during treatment.  

316. Based on information provided by the MMWG, we developed an average treatment length for use in our 
models.  The information indicated that the vast majority of claimants will require 12 weeks of treatment, 
but there are some who will only require 8 weeks and others up to 24 weeks.  On average, treatment 
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length is expected to be slightly less than 18 weeks.  For the best estimate assumption, we assume a 
treatment length of 18 weeks or 4.5 months (3.0 months in 2016).  For 2019, we did not include a 
provision for adverse deviations.  The benefit amount is $1,000 (1999 dollars) payable for each month.  

317. Most of the treatment regimens used since at least 2013 do not require interferon or ribavirin – two 
drugs that when taken automatically entitle a claimant to a drug therapy payment of $1,000 per month 
(1999 dollars).  There are other factors that can result in payment of a drug therapy amount.  We have 
assumed that 5% of claimants receiving drug therapy will qualify for this benefit of $4,500 (1999 dollars) 
coincident with receiving a treatment (see Table 91 for the treatment assumptions).  We have made no 
provision for adverse deviations in 2019.   

Uninsured Treatment & Medication 

318. Over the past three years, the cost of drugs for treating HCV has become clearer.  In addition, since 2013, 
most provincial governments have announced public funding for Canadians receiving treatment for 
Hepatitis C that differs significantly from the assumptions we used in 2013 and 2016. 

319. We have assumed on average, HCV drugs costs paid by the Fund equal $50,000 (per a claimant’s 
treatment) and the average incidence of claim submission to the Fund to be 45% under age 65 and 35% 
for age 65 and over. The balance of the claim submissions (55% and 65% respectively) are assumed to be 
directed to (and fully reimbursed by) provincial healthcare and/or employer benefit plans.  Accordingly 
the Fund is assumed to reimburse for HCV drugs an average of $22,500 under age 65 and $17,500 for age 
65 and over.  

320. For 2016, we assumed that HCV drug costs would average $45,000 for claimants under 65 and $5,000 for 
claimants over 65.  In 2016, the provision for adverse deviations assumption was $55,000 for claimants 
under 65 and $15,000 for claimants over 65. 

321. For greater certainty, the drug costs for purposes of clearing the virus are incurred only once per claimant 
in conjunction with the treatment rates set out in Table 91. 

322. The Plan also reimburses other uninsured treatment costs that are for purposes other than clearing the 
virus.  We have assumed those costs will continue for the future among those who have not cleared the 
virus in similar proportions to the past. 

323. For our best estimate assumptions, we have assumed that each year 4.0% of transfused claimants who 
have not cleared the virus will incur an expense on average of $2,200 in current dollars (4.5% and $2,000 
in 2016) and that 7.0% of haemophiliacs will incur an expense of $3,300 in current dollars (8.5% and $3,00 
in 2016).  The provision for adverse deviations assumption is the same. 

Out-of-pocket Expenses 

324. With the large number of claimants expected to clear the virus in the future from the new treatment 
regimens available, we separated the out-of-pocket expenses between those who have not cleared the 
virus and those who have cleared the virus.  Our assumption is that there will be few, if any, expenses 
from claimants who have cleared the virus after a year or two following their treatment. 

325. For those who have not cleared the virus, we made an assumption about the incidence and amount of 
claim in each future year.  We also made an assumption about the total of all out of pocket expenses 
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associated with receiving treatment and for follow up medical appointments, which are assumed to be 
incurred one time only coincident with receipt of treatment. 

326. Having reviewed the administrator’s payment protocol for this expense, it seems that very few claimants 
at level 1 would be likely to incur more than one out-of-pocket expense, as they have cleared the virus.  
As well, claimants who live in large metropolitan areas and are in close proximity to health facilities 
should have no or very little expenses.  However, for simplicity in implementing this benefit in the 
valuation models, we decided to make an assumption about the average incidence and average amount 
of claims each year across all claimants. 

327. The Special Distribution Benefits Plan includes a payment to a family member who accompanies the 
infected person to a medical appointment.  In our opinion, the availability of that payment will likely 
increase the number of claimants who file an out of pocket claim each year.  Previously, some claimants 
with only a small amount of expenses may have not bothered filing for reimbursement.  But with a $200 
amount payable to a family member, a claim is more likely to get made. 

328. For our best estimate, we assumed that 6% of all transfused claimants and 12% of all haemophiliacs at 
levels 1 to 6 (same for 2016) who have not cleared the virus will incur an out-of-pocket expense.  The 
average expense is assumed to be $2,000 ($1,700 for 2016) for transfused and $2,200 ($2,000 for 2016) 
for haemophiliac claimants, both in current dollars.  The provision for adverse deviations assumption is 
that 9% of all transfused claimants and 18% of all haemophiliacs will incur an out of pocket expense of the 
same amount as for the best estimate assumption. 

329. We assume that 100% of claimants who clear the virus will incur an out-of-pocket expense coincident 
with their treatment for $1,500 for transfused and $5,500 for haemophiliacs ($1,200 and $5,000 
respectively for 2016).  While these claims are likely incurred over a 2 year or longer period following 
treatment, for simplicity we have assumed the amount is incurred coincident with successful treatment.  
The provision for adverse deviations assumption is the same. 

330. The Special Distribution Benefits Plan provides a lump sum of $200 (2014 dollars) to a family member 
who accompanies the infected claimant to a medical appointment.  We have assumed that the incidence 
of a claim is the same as for the Regular Benefits Plan with an average claim amount of $70 for transfused 
and $224 for haemophiliacs (2014 dollars). In 2016, we assumed that the incidence of a claim was the 
same as for the Regular Benefits Plan with an average claim amount of $360 (2014 dollars). For the 
provision for adverse deviations, we assumed the incidence would be the same as the provision for 
adverse deviations incidence of the Regular Benefits Plan. 

Unknown Claimants 

331. Unknown claimants are assumed to have a disease distribution based on the distribution of recently 
approved Transfused claimants (see Tables 142a and 142b). Upon the approval of the claim, an unknown 
claimant is assumed to be owed all fixed payments for which they are already eligible (for example, a 
level 3 unknown claimant is owed the $10,000, $20,000 and $30,000 lump sums).  

332. When an unknown claimant is approved, they may have previously incurred expenses that are eligible for 
reimbursement.  These are: 

a. Loss of Services; 

b. Loss of Income; 
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c. Out-of-pocket expenses; 

d. Uninsured treatment; and 

e. Costs of care 

333. Based on analysis of historical retroactive amounts claimed by known claimants, we have assumed that 
each unknown claimant will make a claim for retroactive benefits equal to $20,000 (2020 dollars) 
representing all benefits discussed above payable on their assumed approval date. 

334. Additional compensation for an unknown claimant after having been approved is assumed to be paid 
based on the same assumptions that apply to known claimants.  This liability is calculated as a pro-rata of 
the corresponding known claimant liabilities based on headcount. 

Secondarily Infected Persons  

335. We have assumed that all secondarily infected claimants are either known claimants or are included in 
the unknown cohort. 

$50,000 Full Settlement for Haemophiliacs with HCV and HIV 

336. There is a provision for a haemophiliac who is both HCV and HIV primarily infected to claim a lump sum of 
$50,000 in full satisfaction of all claims.   

337. Under the plan, a person at level 1 is entitled to a $10,000 payment.  The MMWG Report indicates that it 
is unlikely that a level 1 person would advance in the disease.  For consistency, it makes sense to us that 
any co-infected haemophiliac at level 1 would most likely elect this $50,000 option rather than the 
$10,000 otherwise available. 

338. For the best estimate and provision for adverse deviations, we have assumed that the known co-infected 
haemophiliacs who have made an election were paid based on the election made.  For all unknown co-
infected haemophiliacs, we assumed 100% at level 1 would elect this option. 

Supplemental Distribution Benefits – Re-election of $50,000 Full Settlement for co-infected Haemophiliacs 

339. The Special Distribution Benefits Plan provides haemophiliacs who elected the $50,000 Full Settlement 
Option and who are alive, to rescind their election and receive benefits as provided under the Regular 
Benefits Plan and the Special Distribution Benefits Plan, subject to a deduction for any amounts already 
paid.  All of these future benefits are payable from the Special Distribution Benefits Plan – no additional 
amount is payable from the Regular Benefits Plan. 

340. We have assumed that a co-infected claimant at level 1 will not become eligible for benefits in excess of 
the $50,000 option as they are considered to be cured and are unlikely to advance beyond level 1.  

341. We have assumed that level 2 co-infected haemophiliacs who had died prior to 31 December  2019 will 
not become eligible for benefits in excess of the $50,000.   

342. As a result, we have assumed that 23 level 2 co-infected haemophiliacs who are alive as at 31 December 
2019 will be eligible for this benefit. 
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HCV related death before 1 January 1999 

343. There are two options available to deceased transfused claimants – a single lump sum of $120,000 (1999 
dollars) plus uninsured funeral expenses or a $50,000 lump sum (1999 dollars) plus uninsured funeral 
expenses plus family member benefits plus dependant’s annual ongoing benefits.   

344. In addition to the options available to transfused claimants who die prior to 1999, haemophiliacs who are 
co-infected with HIV may elect a $72,000 lump sum (1999 dollars) without submitting evidence of 
infection through the blood supply in the 1986 to 1990 period.   

345. We have assumed that there will be no additional claims from those who died prior to 1999. 

346. For the best estimate and with provision for adverse deviations, we assumed that all payments presently 
being made to dependents will continue at the same level as present but indexed each year.  The end 
date for these payments is specified in the data.  

HCV related death after 1-Jan-1999  

347. Where death occurs for reasons other than HCV, no benefits are payable as a result of the death.  Where 
death is due to HCV, any uninsured funeral expenses are payable along with lump sum amounts payable 
to family members plus Loss of Support or Loss of Services payable to dependants. 

348. For all known claimants who are deceased, we assumed that any funeral expenses and family member 
claims have been paid (or are included in the outstanding payments).  Any Loss of Support or Loss of 
Services benefits currently being paid will continue at the same amount, indexed for the future, and the 
Loss of Services payments will cease when the deceased claimant would have reached age 85. 

349. For all unknown claimants and all known alive claimants who later die as a result of HCV, we assumed: 

a. 100% will receive uninsured funeral expenses of $4,700 ($4,500 for 2016) in current dollars. 

b. 100% will receive family benefits of $56,520 (100% receive $51,000 for 2016) for transfused and 100% 
receive $72,810 (100% receive $63,000 for 2016) for haemophiliac claimants. 

350. In the 2016 review, for a death of a known claimant that occurs prior to age 65 where the claimant is in 
receipt as of the valuation date of:  

a. a Loss of Income benefit: then a Loss of Support benefit becomes payable 70% of the time to the 
claimant’s dependants equal to 70% of the Loss of Income benefit amount paid to the claimant’s age 
65 and converted to a Loss of Services benefit thereafter, plus future indexing; 

b. a Loss of Services benefit: then a Loss of Services benefit becomes payable 70% of the time to the 
claimant’s dependants equal to $17,600, plus future indexing; 

351. In the 2016 review, for a death of a known claimant where the claimant is not in receipt of a Loss of 
Income or a Loss of Services benefit as of the valuation date:  

a. Where the claimant was under age 65 on the date of death, 55% of dependants will receive a Loss of 
Support benefit of $30,000 for transfused and $37,000 for haemophiliacs payable to the claimant’s 
age 65 and converted to a Loss of Services benefit at age 65 payable to the claimant’s age 85, all in 
current dollars; 
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b. Where the claimant was under age 65 on the date of death, 17% of dependants will receive a Loss of 
Services benefit of $17,000 payable to the claimant’s age 85, in current dollars; 

c. Where the claimant was over age 65 on the date of death, 65% of dependants (40% in 2013) will 
receive a Loss of Services benefit of $17,000 payable to the claimant’s age 85, in current dollars; 

352. For the 2019 review, we performed an analysis on the incidence of loss of support and loss of service 
after an HCV related death and our findings indicate a correlation based on the existence of the benefit 
prior to death.  Our 2019 assumptions are as follows:  

a. Where the claimant is under age 65 on the date of death and at the time of death: 

(i) is in receipt of a Loss of Income benefit, 70% of dependants are assumed to receive a Loss of 
Support benefit, or 

(ii) is in receipt of a Loss of Services benefit, 10% of dependants are assumed to receive a Loss of 
Support benefit and 55% a Loss of Services Benefit, or 

(iii) is in receipt of neither a Loss of Income or Loss of Services benefit, 10% of dependants will 
receive a Loss of Support benefit and 10% a Loss of Services Benefit. 

The Loss of Support amount (in current dollars) is assumed to be $31,000 for transfused and $39,500 
for haemophiliacs payable to the claimant’s age 65 and converted to a Loss of Services benefit at age 
65. The Loss of Services benefit (in current dollars) is assumed to be $17,600 and is assumed payable 
to the claimant’s age 85. 

b. Where the claimant is over age 65 on the date of death and at the time of death: 

(i) is in receipt of a Loss of Services benefit, 65% of dependants will receive a Loss of Services 
benefit (amount and payment term as per above). 

(ii) is not in receipt of Loss of Services benefit, 25% of dependants will receive a Loss of Services 
benefit (amount and payment term as per above). 

353. For a death of an unknown claimant, the incidence and amounts are the same as set out in paragraph 
352. 

Permanently Disabled Dependants – Special Distribution Benefits Plan 

354. Under the Special Distribution Benefits Plan, a permanently disabled dependant of an infected claimant 
may apply to have the loss of services benefit remain payable for the dependant’s life following its 
cessation under the Regular Benefits Plan.  We understand that the expected administration of this 
benefit will limit the application only to those in significant need. 

355. The Joint Committee has identified four existing dependants (all dependent adult children) who will be 
entitled to this benefit.  We calculated a $1,426,000 liability for these four dependants.  A provision for an 
additional eight dependent adult children was added on a pro rata basis for a total liability of $4,278,000.   
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Outstanding Payments at 31 December 2019 

356. As of the valuation date there are a number of benefit payments outstanding.  Based on information 
provided by the administrator and the Joint Committee we have determined the outstanding benefit 
payments as presented in the table below. 

Outstanding Payments 
Regular                  

Benefits Plan 
Special Distribution 

Benefits Plan 
Late Claims             

Benefits Plan Total 

 ($’000s) ($’000s) ($’000s) ($’000s) 

Transfused     

Alive cohort 8,203 820 202 9,225 

Known deaths 2,722 0 0 2,722 

Haemophiliac     

Alive cohort 6,587 672 163 7,422 

Known deaths 2,992 0 0 2,992 

Total 20,504 1,492 365 22,361 

Based on the audited financial statement issued by Deloitte LLP, $8,383,000 is already reflected as an 
accrual for outstanding benefit payments in the 31 December 2019 asset balance. The remainder was 
included in our liabilities. 

HIV Secondarily Infected Claimants 

357. An HCV infected person who is also a secondarily infected HIV person may only receive compensation 
from this Plan once their claims would otherwise have exceeded $240,000.  We understand this group is 
non-existent or very small.  We therefore have assumed that there will be no such claims. 

HIV Program 

358. This Program pays a lump sum of $240,000 to Canadians who are secondarily infected with HIV by virtue 
of being a partner or child of a primarily infected HIV person who is an approved Extraordinary Assistance 
Program recipient.  A maximum of 240 such benefits are payable. 

359. The Joint Committee advised that there have been 91 approved claims to date under this program.  They 
expect to receive a total of two additional claims for $240,000 each, assumed to be one in 2023 and one 
in 2027.  The present value of these future benefits is $409,000 for the best estimate assumption and 
$414,000 including provision for adverse deviations. 

Future Expenses 

360. The Joint Committee provided their assumptions about future expenses, split between the three plans.  
We reviewed their work and have accepted it as the assumption for both best estimate and provision for 
adverse deviations. 

361. The dollar amounts are in current dollars and are subject to annual increases for inflation from 2020 to 
the year of payment.  Various taxes (GST, HST, provincial sales tax) were averaged based on the provinces 
where the expenses are expected to be incurred and using current tax rates. 

994



 

Sufficiency Review of the 1986-1990 Hepatitis C Compensation Fund 92 

362. Investment expenses, including fees for investment counsel, custody of assets, and other related items 
are not included in this section as they have been implicitly recognized in the determination of the net 
interest rate. 

Future Expenses - Regular Benefits Plan 

363. The table below summarizes the assumed future expenses for the next 10 years with respect to the 
Regular Benefits Plan. From 2032 the amounts decline in approximate relation to the expected number of 
alive claimants. 

Table 363 – Future Expenses – Regular Benefits Plan ($‘000s)  
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2020  20   50   650   640   20   85   60   775   535   110   20   10   2,975  

2021  20   50   200   640   20   85   120   775   535   -     80   10   2,535  

2022  20   75   600   640   20   110   60   775   80   110   20   10   2,520  

2023  20   50   300   565   20   85   60   675   535   110   20   10   2,450  

2024  20   50   100   565   20   85   120   675   535   -     80   10   2,260  

2025  20   75   600   565   20   110   60   675   80   110   20   10   2,345  

2026  20   50   300   565   20   85   60   675   535   110   20   10   2,450  

2027  20   50   100   565   20   85   120   675   535   -     80   10   2,260  

2028  20   75   600   565   20   110   60   675   80   110   20   10   2,345  

2029  20   50   300   565   20   85   60   675   535   110   20   10   2,450  

2030  20   50   100   565   20   85   120   675   535   -     80   10   2,260  

2031  20   75   600   565   20   110   60   675   80   110   20   10   2,345  

Future Expenses – Special Distribution Benefits Plan 

364. The table below summarizes the assumed future expenses for the next 10 years with respect to the 
Special Distribution Benefits Plan. From 2032 the amounts decline in approximate relation to the 
expected number of alive claimants. 
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Table 364 – Future Expenses – Special Distribution Benefits Plan ($‘000s)   
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2020  25   65   10   55   155  

2021  25   65   10   55   155  

2022  25   10   10   10   55  

2023  25   10   10   10   55  

2024  25   10   10   10   55  

2025  25   10   10   10   55  

2026  25   10   10   10   55  

2027  25   10   10   10   55  

2028  25   10   10   10   55  

2029  25   10   10   10   55  

2030  25   10   10   10   55  

2031  25   10   10   10   55  

Future Expenses – Late Claims Benefits Plan 

365. The table below summarizes the assumed future expenses for the next 10 years with respect to the Late 
Claims Benefits Plan. From 2032 the amounts decline in approximate relation to the expected number of 
alive claimants. 

Table 365 – Future Expenses – Late Claims Benefits Plan ($‘000s) 
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2020  25   250   75   10   85   200   37  682 

2021  25   250   75   10   85   175   -    620 

2022  25   175   75   10   85   150   -    520 

2023  25   100   35   10   35   100   -    305 

2024  25   100   35   10   35   100   37  342 

2025  25   100   35   10   35   100   -    305 

2026  25   100   35   10   35   100   37  342 

2027  25   100   35   10   35   100   -    305 

2028  25   100   35   10   35   100   -    305 

2029  25   100   35   10   35   100   -    305 

2030  25   100   35   10   35   100   -    305 

2031  25   100   35   10   35   100   -    305 
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APPENDIX A – SUMMARY OF BENEFITS 
This summary is taken from the Plan terms and includes items that have a bearing on the results of the 
valuation.  The Plan terms include other details about benefits that are not material to the results presented 
herein.  Amounts are expressed in 1999 dollars, except where otherwise indicated.  Most of these payment 
amounts are indexed from their 1999 levels to the date of payment to reflect inflation.  

In 2016, the courts approved changes to the Plan benefits.  The Special Distribution Benefits Plan and Late 
Claims Benefits Plan are summarised following the Regular Benefits Plan summary. 

REGULAR BENEFITS PLAN 

In the following summary, the specific section reference of the Regular Benefits Plan is shown in brackets. 

Level 1 - $10,000 for HCV infection [4.01(1)(a)] 

A compensation payment of $10,000 is made upon a claimant being approved for the Plan. 

Level 2 - $20,000 – positive PCR test [4.01(1)(b)] 

A payment of $20,000 is made upon a claimant delivering a positive PCR test report.  Prior to July 2002, this 
benefit was split into two parts, with $15,000 paid immediately and $5,000 subject to a “holdback” until such 
time as it could be demonstrated that the fund was sufficient to support payment of the full $20,000.  The 
holdback amounts were authorised by the court to be paid effective July 2002. 

Level 3 - $30,000 – Non-bridging fibrosis [4.01(1)(c)] 

This payment is available to all claimants who have developed non-bridging fibrosis or have proceeded beyond 
that stage.  As well, claimants who have received or meet a protocol for Compensable Drug Therapy 
(interferon, ribavirin or such other treatment approved by the courts) whether or not treatment is 
undertaken, are eligible for this benefit. 

A claimant may elect to waive this payment and to receive instead a Loss of Income or Loss of Services benefit.  
The decision as to which benefit to receive may be deferred as long as the claimant wishes. 

Loss of Income [4.02] 

Each claimant under the age of 65 who was in receipt of earned income and who suffers a Loss of Income 
caused by their infection with Hepatitis C is entitled to periodic annual payments provided: 

1. the claimant is at the bridging fibrosis level or beyond, or 
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2. the claimant is at the non-bridging fibrosis level and is unable to work more than 20% of the usual work-
week and has waived the $30,000 lump sum payment described above. 

The amount of benefit is equal to 100% of the amount of lost income determined after normal payroll 
deductions (net income).  The lost income is based on the average annual net income during the three years 
prior to the loss.  Benefit amounts are indexed from the middle of the three-year period used to determine 
the amount of loss to the year of payment based on the indexing rate under the Canada Pension Plan.  There is 
a holdback whereby any lost income over $300,000 (1999 dollars) will not be paid until the courts are satisfied 
that the fund assets are sufficient to make such payments.  Prior to October 2004, the holdback was based on 
a lost income amount of $75,000.  Also, prior to October 2004, there was a holdback equal to 30% of the lost 
income payable to claimants at the non-bridging fibrosis stage. 

In 2008, the courts approved payment of lost income for three claimants of up to $2.3 million.  Any future 
claim for lost income that exceeds the $300,000 per annum level will be subject to the approval of the courts 
prior to payment.  

Loss of Services [4.03] 

Each claimant who normally performed household duties in their home and is unable to do so as a result of 
their infection with Hepatitis C is entitled to periodic annual payments for Loss of Services provided: 

1. the claimant is at the bridging fibrosis level or beyond, or 

2. the claimant is at the non-bridging fibrosis level and has waived the $30,000 lump sum payment described 
above. 

The amount of benefit is equal to $12 per hour of homemaker assistance required to a maximum of $240 per 
week. 

A claimant is not entitled to Loss of Services benefits if they are receiving Loss of Income benefits. 

Level 5 - $65,000 – Cirrhosis [4.01(1)(d)] 

A payment of $65,000 is made upon a claimant being diagnosed with cirrhosis.   

Level 6 - $100,000 – Decompensation/Cancer/Liver Transplant [4.01(1)(e)] 

A payment of $100,000 is made upon a claimant being diagnosed with liver decompensation or hepatocellular 
cancer or has received a liver transplant.  There are some other conditions that will give rise to this benefit 
which are modelled together as extrahepatic diseases.  
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Cost of Care [4.04] 

A claimant who meets the conditions for the $100,000 payment above and who has incurred costs for care 
that are not covered by any public or private health plan is entitled to reimbursement for all reasonable costs 
to a maximum of $50,000 per year. 

Drug Therapy [4.05] 

A claimant who receives Compensable Drug Therapy (interferon, ribavirin or such other treatment approved 
by the courts) is entitled to be paid $1,000 for each completed month of such therapy. 

Uninsured Treatment & Medication [4.06] 

A claimant who receives a generally accepted treatment and medication for HCV that is not otherwise 
recoverable from a private or public health plan is entitled to be reimbursed for all such reasonable costs. 

Out-of-pocket Expenses [4.07] 

A claimant who incurs out-of-pocket expenses due to infection by HCV that are not otherwise recoverable 
from a private or public health plan is entitled to be reimbursed for all such reasonable costs.  This includes 
amounts for travel, hotels, meals, telephone and other similar expenses attributable to seeking medical advice 
or treatment and medication as well as costs incurred in establishing a claim under the Plan. 

Secondarily Infected Persons 

A spouse or child of an HCV infected claimant (or of an HCV infected person who has opted out of the Plan) 
where that person was infected with HCV as a result of the relationship, may make his or her own claim for 
compensation under the Plan.  To be eligible, the spouse must file a claim within three years of the date the 
primarily infected person submits their claim.  There is no such limitation on claims submissions by children.  
Benefits to secondarily infected persons are the same as for primarily infected persons. 

HCV related death before 1 January 1999 [5.01] 

If an approved HCV infected person died prior to 1 January 1999 as a result of HCV, their personal 
representative and/or family members are entitled to receive either: 

1. $50,000 plus any uninsured funeral expenses incurred to a maximum of $5,000 plus the compensation to 
dependants and approved family members as outlined below; or, 

2. $120,000 plus uninsured funeral expenses. 
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HCV related death after 1-Jan-1999 [5.02] 

If a claimant dies after 1 January 1999 as a result of HCV, any uninsured funeral expenses incurred to a 
maximum of $5,000 and compensation to dependants and approved family members as outlined below are 
payable.  This is in addition to any other benefit entitlement the claimant has under the Plan. 

Compensation to Dependants [6.01] 

Following the death of a person as a result of HCV, the dependants of that person are entitled to receive:  

1. Loss of Support – from the date of death to the date the infected person would have attained age 65, 
dependants will be paid an annual amount equal to the net income of the deceased person, reduced by 
30% to account for the personal living expenses of the deceased. 

2. Loss of Services – from the date of death of the infected person, dependants will be paid an annual 
amount equal to $12 per hour to a maximum of $240 per week as compensation for Loss of Services in the 
home of the deceased.  The Plan contains no reference as to how long these payments are to be made, 
however we understand that the administrator is paying this Loss of Services for the life expectancy of the 
deceased, calculated as of the date of death and based on the Canadian Life Tables as published by 
Statistics Canada. 

Where the dependants are entitled to both Loss of Support and Loss of Services, only one is payable.  Loss of 
Support payments cease upon the date the deceased would have attained age 65 and Loss of Services 
payments are payable thereafter. 

The amount of benefit payable is to be split among all dependants in such manner as the dependants or 
administrator determine. 

Compensation to Approved Family Members [6.02] 

Following the death of a person as a result of HCV, the family members of that person are entitled to receive: 

a. $25,000 for the spouse 

b. $15,000 for each child under the age of 21 at the date of death 

c. $5,000 for each child aged 21 or over at the date of death 

d. $5,000 for each parent 

e. $5,000 for each sibling 

f. $500 for each grandparent 

g. $500 for each grandchild 
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HIV Secondarily Infected Claimants [4.08] 

An HCV infected person who is also a secondarily infected HIV person may only receive compensation from 
this Plan once their claims would otherwise have exceeded $240,000. 

Additional Benefits for Haemophiliacs with Hepatitis C 

The following benefits are payable upon a claimant’s election instead of the above listed benefits and are only 
available to an approved haemophiliac claimant.  Section references are to the Haemophiliac Plan. 

Haemophiliac infected with both HCV and HIV [4.08(2)] 

If the claimant is a primarily infected haemophiliac and is also infected with HIV, a lump sum amount of 
$50,000 may be elected instead of all other compensation under the Plan and is in full satisfaction of all 
claims. 

Death prior to 1 January 1999 [5.01(4)] 

If an approved HCV infected person died prior to 1 January 1999 as a result of HCV, their personal 
representative and/or family members are entitled to receive either: 

1. $50,000 plus any uninsured funeral expenses incurred to a maximum of $5,000 plus the compensation to 
dependants and approved family members as outlined above; or, 

2. $120,000 plus uninsured funeral expenses; or, 

3. $72,000 if the claimant was a primarily infected haemophiliac and was also infected with HIV and if all 
dependants and other family members agree to accept this amount in full satisfaction of all claims.  For 
this benefit, evidence of receipt of blood containing HCV during the period 1986 to 1990 is not required. 

HIV Program 

Persons who are infected with HIV resulting from a relationship (partner or child) with a primarily infected 
person who is an approved Extraordinary Assistance Plan recipient are eligible to receive $240,000 
compensation from this Plan.  There is no requirement that the person be infected with HCV.  A maximum of 
240 such claims will be accepted. 

 

  

1001



 

Sufficiency Review of the 1986-1990 Hepatitis C Compensation Fund 99 

SPECIAL DISTRIBUTION BENEFITS PLAN 

The Special Distribution Benefits Plan provides benefits that are in addition to those under the Regular 
Benefits Plan. 

Fixed Payment Amounts 

A supplement equal to 8.5% is payable for the following lump sums (past and future): payable at disease levels 
1, 2, 3, 5 and 6, the haemophiliac co-infected with HIV lump sum, and lump sums payable for HCV-related 
death before Jan 1, 1999. For historical payments already paid, the supplement receives indexing to the year 
paid. 

Family Member Payments 

A supplement of $4,600 (1999 dollars) is payable to the parents and children over age 21 of infected claimants 
who died as a result of HCV.   

Diminished Pension Savings 

An infected claimant who is in receipt of Loss of Income payments will receive a supplement equal to 10% of 
the amount paid for loss of income which is to compensate them for a reduction in their savings for retirement 
income. 

Loss of Services in the Home 

An infected claimant or a dependant in receipt of a Loss of Services benefit will receive up to an additional 2 
hours of benefit per week, bringing the total compensation to 22 hours of lost services per week. 

Cost of Care 

The Special Distribution Benefits Plan will pay for any cost of care expenses that exceed the $50,000 (1999 
dollars) maximum under the Regular Benefits Plan up to an additional $10,000 (1999 dollars). 

Out of Pocket Expenses 

Family members who accompany an infected person to a medical appointment related to their HCV infection 
may claim a $200 (2014 dollars) lump sum amount.  Only one such claim may be made per medical visit 
regardless of the duration of the appointment or the number of family members accompanying the infected 
person. 
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Co-Infected Haemophiliac Re-election 

Co-infected haemophiliacs who have previously elected to receive a single lump sum payment of $50,000 
(1999 dollars) in full satisfaction of their claim may rescind that election and receive regular Plan benefits once 
the total regular Plan benefits exceed the amount already paid from the Regular Benefits Plan. 

Permanently Disabled Dependents 

Permanently disabled dependents whose loss of services benefit runs out at the life expectancy of the 
deceased infected person may apply to have the loss of services benefit continue for the remaining lifetime of 
the dependent.  The full amount of any such loss of services benefit is paid from the Special Distribution 
Benefits Plan. 

LATE CLAIMS BENEFITS PLAN 

Claimants who are approved under the Late Claims Benefits Plan are entitled to benefits equal to the sum of 
those provided under the Regular Benefits Plan plus the Special Distribution Benefits Plan. 
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APPENDIX B – SUMMARY OF CLAIMANT DATA 
SOURCE OF DATA 

The claimant data used to produce the results in this report can be split into two groups, the current known 
cohort and the assumed unknown cohort.   

The data for the current known cohort was provided by the Plan administrator at the request of the Joint 
Committee.  The data was split between a master list and several supporting lists.  For each known claimant, 
as at 31 December 2019, the master list specified the claimant group (transfused or haemophiliac), gender, 
date of birth, HIV status, current disease level, etc.  The supporting lists contained information on benefits 
paid and benefits currently in pay to the claimant and/or their beneficiaries, as dictated by the claimant’s 
current disease level.  The master list and supporting lists were consolidated into one file containing all of the 
information required to value the current known cohort.  

The data for the assumed unknown cohort was created based on the assumptions set out in Section 6 - 
Hepatitis C Claimant Cohort.  The unknown claimants are assumed to mirror the known claimants with respect 
to age, status (alive or deceased) and disease level.  

DATA CHECKS ON THE CURRENT KNOWN COHORT 

After consolidating the master list and supporting lists into one file, we performed a number of checks for 
reasonableness. 

x Compare the number of claimants at each status with the number from the 2016 data. 
x Compare the 2016 data for each known claimant with the 2019 data for any changes that would not be 

reasonable (such as a large number of changed dates of birth, inappropriate change in disease level or 
status).  

x Reviewed the 2016 and 2019 data for missing claimants.  There were no missing claimants. 
x Compare the counts of the claimants who were alive, deceased after 1999 and deceased before 1999 for 

the known claimants to the similar numbers reported by Eckler. 

We made the following adjustments to the data provided for the current known cohort: 

x For claimants at disease level 3, we have assumed that 50% are at clinical stage F1 and 50% are at stage 
F2.  This is based on the ratios presented in the MMWG report.   

x For claimants at disease level 6 for whom a transplant is indicated, we allocated them to the first-year 
post-transplant and to the more than 1-year post transplant groups based on the date of transplant 
reported in the data.  
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x For claimants at level 6 who are indicated to have BN-cell lymphoma, renal failure, Cryoglobulinemia or 
Glomerulonephritis (“level 6 - Extrahepatic”), we grouped them into a single group for modeling. 

COHORT DISTRIBUTIONS AS AT 31 DECEMBER 2019 

Table 142 shows the claimant cohorts used in the valuation.  Tables B.1 and B.2 below show the disease level 
as at 31 December 2019 for the known claimants together with their disease level as of 31 December 2016. 

The following may assist in understanding the table.   

The first row in Table B.1 shows the transfused claimants who were at level 1 in 2016.  We can see that 445 of 
them remain at level 1 as of 2019 and that 3 are currently level 3. 24 have died in the past three years from 
non-HCV causes.  The right-hand column shows that there was a total of 472 transfused claimants at level 1 in 
2016.  

From another perspective, look at the column headed “DA9 HCV”.  This column shows the transfused 
claimants as of 31 December 2019 who have died as a result of HCV.  There is a total of 581 (bottom row). 

Looking at the second last row in the DA9 HCV column, we see that one of these deaths is a new entrant – that 
is the claim was approved at some time in the period 1 January 2017 to 31 December 2019.  542 of the 
transfused who died as a result of HCV were also deceased from HCV as of 31 December 2016.   In the third 
last row are 10 claimants that were classified as a non-HCV death in 2016 but who have since been reclassified 
as a death from HCV.  The balance of the rows above shows the number of claimants who were alive in 
December 2016 who have since died as a result of HCV. 
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Table B.1 – Disease Levels in 2016 and 2019 – Transfused Claimants   

 2019 Disease Level 

2016            
Disease Level 1 2 3 4 5 6 DB914 

DA9-
non 

HCV15 
DA9 -
HCV15 

Total by Level 
in 2016 

1 445  3     24  472 

2  710 13 3 5 2  63 5 80113 

3   873 1 8 3  45 5 935 

4    158 3 1  11 3 176 

5     148 8  17 3 176 

6      67  7 12 86 

DB914       185   185 

DA9-non-HCV15        588 10 598 

DA9 - HCV15         542 542 

New Entrant 2 6 9  5 3  2 1 28 

Total by Level   
in 2019 447 716 898 162 169 84 185 757 581 3,999 

 

Table B.2 – Disease Levels in 2016 and 2019 – Haemophiliac Claimants  
 2019 Disease Level 

2016            
Disease Level 1 2 3 4 5 6 DB914 

DA9-
non 

HCV15 
DA9 -
HCV15 

Total by 
Level in 2016 

1 139       6  145 

2  130 7 1 1   16 1 156 

3   305 2 4 1  8 1 321 

4    71 2 3  1 1 78 

5     82 5  6 6 99 

6      51  1 6 58 

DB914       302   302 

DA9-non-HCV15        61 2 63 

DA9-HCV 15         146 146 

New entrant   2       2 

Total by Level   
in 2019 139 130 314 74 89 60 302 99 163 1,370 

                                                                 
13  There were 802 claimants at Level 2 as of December 31, 2016; one claimant has subsequently been denied. 
14  DB9 – Deceased prior to 1999. 
15  DA9 – Deceased after 1999 – either HCV related or not-HCV related. 
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APPENDIX C – DESCRIPTION OF ACTUARIAL 
MODEL 
The model for the valuation of the HCV liabilities is comprised of several modules, outlined as follows: 

Data Entry Module 

In this module, all relevant data fields are populated using data provided by the administrator, which reflects 
the actual known claimants at their actual age and disease stage.  Similar to the 2016 model, we calculate the 
liability for the unknown claimants on a pro-rata basis to the known claimant liabilities. 

Assumptions Module  

This module is used to build sets of assumptions called scenarios, which are in turn used to calculate results.  
There are separate sets of assumptions for the transfused and haemophiliac groups. 

Transition Matrix Module 

The transition matrix contains the MMWG methodology and transition probabilities used in order to project 
each claimant’s disease progression.  This module also incorporates the excess mortality from HCV 
assumption. 

Calculation Module 

Once the data has been entered and a scenario chosen, individual claimants are automatically run through the 
calculation engine one at a time.  This is commonly referred to as a seriatim valuation.  

The data for each claimant is combined with the scenario’s assumptions and the Plan specifics in order to 
produce liabilities and future expected year-by-year cash flows.  

Each claimant is projected forward one year at a time.  Each year, the model assesses the probability of them 
remaining at the same disease stage, changing to another disease stage, dying from HCV, dying from non-HCV 
causes, undergoing a successful treatment, incurring an eligible expense (e.g. drug therapy, out-of-pocket), 
incurring a Loss of Income or Loss of Services claim and recovering from disability and thereby ceasing to 
receive Loss of Income or Loss of Services.  

Economic and demographic assumptions along with eligible benefit amounts are then taken into account to 
calculate the future cash flows for up to 100 years, as well as the present values of the liabilities.  Both cash 
flows and present values are summarized by claimant and by benefit to facilitate analysis. 
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Cohort Progression Module 

A by-product of the model is the ability to produce future cohort disease distributions similar to those 
presented in the MMWG Report at Tables 13.1 to 14.8. 

Results Module 

The results are then summarized in various reports to facilitate review and checking of the model, to provide 
the information necessary for inclusion in this report and to quantify effects of assumption changes and 
sensitivities.
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APPENDIX D – SUMMARY OF ACTUARIAL 
ASSUMPTIONS 
This is a summary of the main actuarial assumptions used in this report.  The 2019 assumptions were selected 
jointly with Eckler and are the same as Eckler used for their 2019 report.  The 2016 assumptions are also 
shown for comparison.   

The assumptions for the claimant cohort are described in Section 6 and are not repeated here.   

The assumptions are explained in more detail in the body of this report – disease progression is in Section 5 
and the other assumptions in Section 13.   
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DISEASE PROGRESSION 

Table D.1 - Transition Probabilities 

From Stage To Stage 
Transition Rates 

2016 
Transition Rates 

2019 - BE 
Transition Rates 

2019 - PfAD 

F0(RNA-) F0(RNA+) 0.00% 0.00% 0.00% 

F0(RNA+) F1 4.10% 3.70% 3.70% 

F1 F2 12.20% 12.00% 12.00% 

F2 F3 13.80% 13.20% 13.20% 

F3 F4 14.00% 13.80% 13.80% 

F4 Decompensation 8.50% 7.50% 7.50% 

Decompensation Transplant 1.50% 1.20% 1.20% 

F1 HCC 0.01% 0.01% 0.01% 

F2 HCC 0.01% 0.01% 0.01% 

F3 HCC 0.10% 0.10% 0.10% 

F4 HCC 2.60% 2.50% 2.50% 

Decompensation HCC 2.60% 2.50% 2.50% 

HCC Transplant 0.76% 0.70% 0.70% 

F0(RNA+) Extrahepatic 0.21% 0.20% 0.20% 

F1 Extrahepatic 0.21% 0.20% 0.20% 

F2 Extrahepatic 0.21% 0.20% 0.20% 

F3 Extrahepatic 0.21% 0.20% 0.20% 

F4 Extrahepatic 0.21% 0.20% 0.20% 

F0(RNA+) SVC(F0) 1.70% 1.70% 1.70% 

F1 SVC(F1) 1.70% 1.70% 1.70% 

F2 SVC(F2) 1.70% 1.70% 1.70% 

F3 SVC(F3) 1.70% 1.70% 1.70% 

SVC(F0) SVC(F1) 0.36% 0.32% 0.32% 

SVC(F1) SVC(F2) 1.11% 1.03% 1.03% 

SVC(F2) SVC(F3) 1.27% 1.14% 1.14% 

SVC(F3) SVC(F4) 1.29% 1.19% 1.19% 

SVC(F4) Decompensation 4.34% 2.10% 2.10% 

SVC(F4) HCC 1.31% 0.78% 0.78% 

 
Effect of Treatment on Fibrosis Progression 

Treatment is assumed to be considered for all patients at stages F0(RNA+) to F4, Extrahepatic and 
Decompensation.  At each of these stages a percentage of the patients are given treatment, and a percentage 
of those treated react successfully to the treatment.   
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For 2019, we assumed that 75% (58% for provision for adverse deviations) of claimants who have previously 
been treated have cleared the virus (60% and 45% respectively in 2016). 

For 2019, all known claimants who have not previously been treated or have not cleared the virus following a 
prior treatment are eligible for one round of treatment during the five-year period following the valuation 
(same for 2016) with no additional treatments assumed thereafter.  For the unknown claimants, we assumed 
each person would be eligible for one round of treatment in accordance with the treatment rates below 
during the five-year period following their approval.   

Table D.2a - Probability of Receiving Treatment in the Future – 2019* 

Disease Stage 

Treatment 
Naïve 

Without HIV 

Treatment 
Naïve 

With HIV 

Previously 
Treated 

Without HIV 

Previously 
Treated 

With HIV 

F0(RNA+) 81.00% 88.00% 91.30% 94.00% 

F1/F2 89.80% 92.20% 94.90% 96.20% 

F3 92.10% 96.00% 94.90% 97.60% 

F4 91.20% 96.20% 93.00% 98.20% 

Decompensation 73.40% 77.70% 78.00% 84.20% 

* Extrahepatic receive treatment based on the disease stage they transitioned from (F0 to F4). 

The MMWG Report set out a series of assumptions about which drugs would be used and their respective 
efficacies.  After combining those assumptions and spreading the treatments over the next five years (10-years 
at 90% of the MMWG Report efficacies for provision for adverse deviations), we developed the following 
annual cure rates, or rates of SVR. 

Table D.2b – Annual Rates of SVR* – 2019 Best Estimate 

Disease Stage 

Treatment 
Naïve 

Without HIV 

Treatment 
Naïve 

With HIV 

Previously 
Treated 

Without HIV 

Previously 
Treated 

With HIV 

F0(RNA+) 27.30% 32.70% 37.30% 40.90% 

F1/F2 35.40% 37.80% 43.30% 45.60% 

F3 38.50% 44.90% 43.30% 50.00% 

F4 37.20% 45.40% 39.80% 52.50% 

Decompensation 22.48% 25.23% 24.51% 29.33% 

* The annual rate of SVR (cure rate) is the percent of all claimants in a future year who are assumed to be cured through 
taking drug treatment. The medical model assumes that only one treatment regimen will be given per claimant on and 
after 1 January 2020, regardless of any treatments received prior to that. Extrahepatic cure rates are based on the 
disease stage they transitioned from (F0 to F4). 
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Table D.2c – Annual Rates of SVR – 2019 Provision for Adverse Deviations 

Disease Stage 

Treatment 
Naïve 

Without HIV 

Treatment 
Naïve 

With HIV 

Previously 
Treated 

Without HIV 

Previously 
Treated 

With HIV 

F0(RNA+) 15.30% 21.67% 19.11% 24.52% 

F1/F2 20.41% 25.74% 22.52% 27.89% 

F3 22.42% 25.74% 27.52% 31.13% 

F4 21.58% 23.35% 27.89% 33.08% 

Decompensation 12.40% 14.05% 13.93% 16.85% 

The modelling of SVC and SVR has changed from prior valuations. For a claimant who has been treated and is 
cured (SVC or SVR), transitioning to higher disease stages is still assumed possible but at a reduced probability, 
as outlined in table D.2d. 

Table D.2d – Reduced transition rates following cure  

From To 
Transition as a 
% of base rate  

SVR (F0(RNA+), F1, F2, F3) F1, F2, F3 or F4 8.6%16 

SVR (F4) Decomp 28.0% 

SVR (F0(RNA+), F1, F2, F3, F4 or Decomp) HCC 31.0% 

SVR (F0(RNA+), F1, F2, F3 or F4) Extrahepatic 42.0% 

SVR (Xhepatic) Death 5.0% 

SVR (Decomp) Transplant or Death 32.0% 

The assumptions used in 2016 are summarised in table D.2e and table D.2f. 

Table D.2e – Annual Rates of SVR – 2016 Best Estimate 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 27.30% 32.70% 37.30% 40.90% 

F1/F2 35.40% 37.80% 43.30% 45.60% 

F3 38.50% 44.90% 43.30% 50.00% 

F4 37.20% 45.40% 39.80% 52.50% 

                                                                 
16  The formula used is:  1 - EXP(8.6% * LN(1 - baseline probability)). For the other rows in the table, the 8.6% is replaced 

accordingly. 
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Table D.2f – Annual Rates of SVR – 2016 Provision for Adverse Deviations 

Disease Stage 

Treatment 
Naïve  

Without HIV 

Treatment 
Naïve  

With HIV 

Previously 
Treated  

Without HIV 

Previously 
Treated  

With HIV 

F0(RNA+) 13.30% 16.30% 18.80% 21.00% 

F1/F2 17.80% 19.20% 22.40% 23.90% 

F3 19.50% 23.40% 22.40% 26.60% 

F4 18.80% 23.70% 20.30% 28.30% 

OTHER ASSUMPTIONS 

Mortality Assumptions 

Table D.3 - Mortality Assumptions 
Assumption 2016 2019 - BE 2019 - PfAD 

Mortality from all causes 
other than HCV 

Canada Life Tables 
2012 to 2014 for 

transfused and 
haemophiliacs. 

Canada Life Tables 
2016 to 2018 for 

transfused and 
haemophiliacs. 

Same 

Mortality from all causes 
other than HCV for those 
co-infected with HIV 

624% of the Canada 
Life Tables 2012 to 

2014 

624% of the Canada 
Life Tables 2016 to 

2018 

Same 

Mortality due to HCV from 
Level 6 – Decompensation 

Greater of Canada Life 
mortality* and 23.8% 

Greater of Canada Life 
mortality* and 24.7% 

Same 

Mortality due to HCV from 
Level 6 – Extrahepatic 

Greater of Canada Life 
mortality* and 12.6% 

Greater of Canada Life 
mortality* and 11.5% 

Same 

Mortality due to HCV from 
Level 6 – HCC – cancer 

Greater of Canada Life 
mortality* and 25.9% 

Greater of Canada Life 
mortality* and 26.5% 

Same 

Mortality due to HCV from 
liver transplant 
- first year 
- thereafter 

Greater of Canada Life 
mortality* and: 

8.7% 
4.3% 

Greater of Canada Life 
mortality* and: 

8.3% 
4.4% 

Same 

* The Canada Life mortality utilized includes the 624% adjustment for co-infected persons. 
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Table D.4a – Excess HCV-Related Mortality - 2019 
 Disease Level 

  1 2 3 4 5 6 

Claimants who have not cleared the virus    

HCV Death 0% 5% 25% 35% 50% 100% 

Non-HCV Death 100% 95% 75% 65% 50% 0% 

Claimants who have cleared the virus    

HCV Death 0% 0% 5% 20% 35% 100% 

Non-HCV Death 100% 100% 95% 80% 65% 0% 

 

The percentages for excess HCV-related mortality are applied to allocate deaths based on the Canada Life 
Tables between those that are considered HCV related deaths and those that are not considered HCV related 
deaths.  These HCV related deaths are in addition to those assumed under the MMWG model as set out in 
Section 5.   

The provision for adverse deviations assumptions are the same. 

Table D.4b – Excess HCV-Related Mortality - 2016 
 Disease Level 

  1 2 3 4 5 6 

Claimants who have not cleared the virus    

HCV Death 0% 5% 25% 40% 80% 100% 

Non-HCV Death 100% 95% 75% 60% 20% 0% 

Claimants who have cleared the virus     

HCV Death 0% 0% 5% 25% 60% 100% 

Non-HCV Death 100% 100% 95% 75% 40% 0% 
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Economic Assumptions 

Table D.5 - Economic Assumptions 

 2016  2019 

Asset Class Allocation 
Expected 

Return 

Contribution 
to Fund 
Return  Allocation 

Expected 
Return 

Contribution 
to Fund 
Return 

Universe Bonds 5.25%  3.10%  0.16%   5.47% 3.15% 0.17% 

Short Term Bonds 2.50%  2.60%  0.07%   2.10% 2.25% 0.05% 

Real return bonds 70.00%  2.75%  1.93%   70.96% 2.66% 1.89% 

Equities                               
 - Canada  -  -  -    -  -  -  

 -  US -  -  -   -  -  -  

 -  International -  -  -   -  -  -  

 - Global 12.25%  6.90%  0.85%   13.17% 6.65% 0.88% 

Notional assets 10.00%  1.90%  0.19%   8.30% 2.25% 0.19% 

Expected return 100.00%    3.20%    100.00%    3.17% 

Rebalancing effect     0.24%       0.17% 

Less Inflation     (2.25%)      (2.25%) 

Less Expenses     (0.04%)      (0.04%) 

Discount rate - BE     1.15%        1.05% 

Margin for Adverse 
Deviations     (0.25%)      (0.25%) 

Discount Rate - PfAD     0.90%        0.80% 
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Assumptions about Benefit Amounts – Regular Benefits Plan 

Benefit amounts with a value shown for 1999 are amounts set out in the Plan.  Where there is no value shown for 1999, 
the amounts are assumptions about the expected amount of a claim.  

Table D.6 – Assumptions about Benefit Amounts – Regular Benefits 

Benefit 1999 Amount 
2016 

BE 
2016 
PfAD 

2019 
BE 

2019 
PfAD 

Level 1 $10,000 $14,061 Same $14,874 Same 

Level 2 $20,000 $28,123 Same $29,748 Same 

Level 3 $30,000 $42,184 Same $44,621 Same 

Level 5 $65,000 $91,400 Same $96,679 Same 

Level 6 $100,000 $140,615 Same $148,738 Same 

Loss of services - maximum $12,480 $17,549 Same $18,562 Same 

Loss of services – assumed benefit 
x transfused 
x haemophiliac  

 
$17,000 
$17,000 

Same 
Same 

 
$17,600 
$17,600 

Same 
 

Loss of income - maximum $300,000 17 $421,844 Same $446,213 Same 

Loss of income – assumed benefit 
x transfused 
x haemophiliac  

 
$40,000 
$55,000 

Same 
Same 

 
$40,500 
$57,500 

Same 
 

Cost of Care (level 6)  $39,000 $47,000 $52,500 $59,500 

HCV Drug Therapy monthly amount $1,000  $1,406 Same  $1,487 Same 

HCV Drug Therapy total claim   $4,218  Same  $4,500  Same 

Uninsured treatment and medication 
for those who have not cleared the 
virus: 
x transfused 
x haemophiliac 
Treatment costs reimbursed by the 
Fund 

x Claimants under 65 
x Claimants over 65  

 
 
 

$2,000 
$3,000 

 
 

 
$45,000 

$5,000 

 
 
 

Same 
Same 

 
 

 
$55,000 
$15,000 

 
 
 

$2,200 
$3,300 

 
 

 
$22,500 
$17,500 

 
 
 

Same 
Same 

 
 

 
$33,750 
$26,250 

Out-of-pocket Expenses: 
claimants who have not cleared the 
virus 

x transfused 

x haemophiliac 
Claimants upon clearing the virus 

x transfused 

x haemophiliac  

 
 
 
 

$1,700 
$2,000 

 
 

$1,200 
$5,000 

 
 
 
 

Same 
Same 

 
 

Same 
Same 

 
 
 
 

$2,000 
$2,200 

 
 

$1,500 
$5,500 

 
 
 
 

Same 
Same 

 
 

Same 
Same 

                                                                 
17  In 2008, the courts increased the maximum Loss of Income to $2,300,000 but limited it to three known claimants.  Future 

claimants with losses in excess of $300,000 (1999 dollars) may apply to the courts for a review of their loss. 
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Table D.6 – Assumptions about Benefit Amounts – Regular Benefits 

Benefit 1999 Amount 
2016 

BE 
2016 
PfAD 

2019 
BE 

2019 
PfAD 

Uninsured Funeral Expenses  
x maximum 
x assumed average claim 

  
$5,000 

n/a 

 
$7,031 
$4,500 

Same 
 

 
$7,437 
$4,700 

Same 
 

Haemophiliac Coinfected with HIV lump 
sum option $50,000 $70,307 Same $74,369 Same 

Death after 1999 
Family Benefits  
x transfused 
x haemophiliac  

 
 

$51,000 
$63,000 

 
Same 

 

 
 

$56,520 
$72,810 

 
Same 

 

Dependant benefits – Loss of Support 
x If currently receiving loss of income 
x Transfused 
x Haemophiliac  

 
70% of LOI 

$30,000 
$37,000 

 
Same 

 
 

 
70% of LOI 

$31,000 
$39,500 

 
Same 

 
 

Dependant benefits – Loss of Services 
x Currently receiving loss of services 
x Transfused 
x Haemophiliac  

 
$17,000 
$17,000 
$17,000 

 
Same 

 
 

 
$17,600 
$17,600 
$17,600 

 
Same 

 
 

HIV Program $240,000 $240,000 Same $240,000 Same 
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Table D.7 – Eligibility and Timing of Compensation Payments – Regular Benefits 

Benefit Payment 2016 - BE 2016 - PfAD 2019 - BE 2019 - PfAD 

Claimants at Level 2 eligible 
for Compensable Drug 
Therapy (thereby qualify for 
Level 3 benefits) 

 
5.0% 

 
5.0% 

 
2.5% 

 
2.5% 

Claimants other than Level 2 
eligible for Compensable Drug 
Therapy  

 
5.0% 

 
5.0% 

 
5.0% 

 
5.0% 

Loss of Income – Level 3 
� Proportion claiming 

 
3.0% under age 65 

0.0% over age 64 

 
Same 

 
2.0% under age 65 

0.0% over age 64 

 
Same 

Loss of Income – Level 4 
� Proportion claiming – 

unknown 
 
� Proportion claiming - 

known18 

 
12.0% under age 65 

0.0% over age 64 
 

4.2% transfused 
1.6% haemophiliac 

 
Same 

 
10.0% under age 65 

0.0% over age 64 
 

3.7% transfused 
0.0% haemophiliac 

 
Same 

Loss of Income – Level 5 
� Proportion claiming – 

unknown 
 
� Proportion claiming - 

known 

 
25.0% under age 65 

0.0% over age 64 
 

1.0% transfused 
6.5% haemophiliac 

 
Same 

 
25.0% under age 65 

0.0% over age 64 
 

5.1% transfused 
7.1% haemophiliac 

 
Same 

Loss of Income – Level 6 
� Proportion claiming - 

unknown 
 
� Proportion claiming - 

known 

 
25.0% under age 65 

0.0% over age 64 
 

0.6% transfused 
0.0% haemophiliac 

 
Same 

 
25.0% under age 65 

0.0% over age 64 
 

6.8% transfused 
5.6% haemophiliac 

 
Same 

Loss of Services – Level 3 
� Proportion claiming 

 
3.0% under age 65 

6.0% over age 64 

 
Same 

 
3.0% under age 65 

9.0% over age 64 

 

Loss of Services – Level 4  
� Proportion claiming - 

unknown 
� Proportion claiming - 

known  
- Transfused 
 
- Haemophiliac 

 
30.0% under age 65 

38.0% over age 64 
 
 

16.3% under age 65 
14.8% over age 64 
0.0% under age 65 

0.0% over age 64 

 
Same 

 
30.0% under age 65 

40.0% over age 64 
 
 

8.0% under age 65 
22.2% over age 64 
0.0% under age 65 
0.0% over age 64 

 
Same 

Loss of Services – Level 5  
� Proportion claiming - 

unknown 
� Proportion claiming - 

known  
- Transfused 

 
30.0% under age 65 

44.0% over age 64 
 
 

2.6% under age 65 

 
Same 

 
35.0% under age 65 

50.0% over age 64 
 
 

13.3% under age 65 

 
Same 

                                                                 
18  The known proportion claiming applies to known claimants already at the indicated level who have not yet commenced a claim.  

Known claimants already on claim are assumed to continue.  Known claimants who transition into a level are assumed to claim 
based on the rates for unknown claimants. 
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Table D.7 – Eligibility and Timing of Compensation Payments – Regular Benefits 

Benefit Payment 2016 - BE 2016 - PfAD 2019 - BE 2019 - PfAD 

 
- Haemophiliac 

9.2% over age 64 
0.0% under age 65 
10.4% over age 64 

6.8% over age 64 
0.6% under age 65 

0.0% over age 64 

Loss of Services – Level 6 
� Proportion claiming - 

unknown 
 
� Proportion claiming - 

known  
- Transfused 
 
- Haemophiliac 

 

 
50.0% under age 65 

65.0% over age 64 
 
 
 

14.5% under age 65 
42.3% over age 64 
0.0% under age 65 

0.0% over age 64 

 
Same 

 
55.0% under age 65 

65.0% over age 64 
 
 
 

26.1% under age 65 
30.0% over age 64 
0.0% under age 65 
0.0% over age 64 

 
Same 

Cost of Care  
� Proportion claiming 

 
50.0% each year 

 
Same 

 
50% each year 

 
Same 

Drug Therapy 
� Incidence 
� Proportion claiming 

� Level 2 
� Level 3 
� Level 4 
� Level 5 

 
5.0% of claimants 

coincident with 
undergoing treatment 

 
Same 

 
2.5% of claimants 

coincident with 
undergoing treatment 

 
Same 

Uninsured Treatment & 
Medication 
Proportion claiming (of those 
not cured): 
� Transfused 
� Haemophiliac 
 
Claimants being treated for 
purpose of clearing the virus 

 
 
 
 

4.5% 
8.5% 

 
In accordance with Table 

D.2a 

 
 
 
 

Same 
 

 
 
 
 

4.0% 
7.0% 

 
In accordance with Table 

D.2a 

 
 
 
 

Same 

Out-of-pocket expenses  
� Incidence 
 
� Proportion claiming  

- Transfused 
- Haemophiliac 

 
Claimants who are not 

cured 
 

6.0% at levels 1 to 6 
12.0% at levels 1 to 6 

100.0% coincident with 
clearing the virus  

 
Claimants who are not 

cured 
 

12.0% at levels 1 to 6 
24.0% at levels 1 to 6 

100.0% coincident with 
clearing the virus 

 
Claimants who are not 

cured 
 

6.0% at levels 1 to 6 
12.0% at levels 1 to 6 

100.0% coincident with 
clearing the virus  

 
Claimants who are 

not cured 
 

9.0% at levels 1 to 6 
18.0% at levels 1 to 6 

100.0% coincident 
with clearing the 

virus 

Secondarily Infected Persons   All SIP claimants 
included in known & 

unknown cohort 

Same All SIP claimants  
included in known & 

unknown cohort 

Same 

$50,000 Full Settlement  
� Incidence 
 
� Proportion claiming 

 
Haemophiliacs with HCV 

and HIV 
100.0% level 1 

0.0% level 2 

 
Same 

 
Haemophiliacs with HCV 

and HIV 
100.0% level 1 

0.0% level 2 

 
Same 

HCV related death pre-1999 - 
Transfused 
� Known claimants 

 
 

Payable as elected 

 
 

Same 

 
 

Payable as elected 

 
 

Same 
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Table D.7 – Eligibility and Timing of Compensation Payments – Regular Benefits 

Benefit Payment 2016 - BE 2016 - PfAD 2019 - BE 2019 - PfAD 

 
� Unknown claimants 
 

 
48.0% elect $120,000 
52.0% elect $50,000+ 

 
100.0% - funeral 

100.0% - family ben 
20.0% - Lost Support 
80.0% - Lost Services 

 
 
 
 

Same  

 
0.0% elect $120,000 

100.0% elect $50,000+ 
 

100.0% - funeral 
100.0% - family ben 
0.0% - Lost Support 

100.0% - Lost Services 

 
 
 
 

Same 

HCV related death pre-1999 - 
Haemophiliac  
� Known Claimant 

 
� Unknown Claimants 

 
 

Payable as elected 
 

n/a 

 
 

Same 

 
 

Payable as elected 
 

n/a 

 
 

Same 

HCV related death post 1998 
� Deaths prior to 2014 for 

known claimants 
 
� Future deaths and 

unknown claimants 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

� Death while receiving loss 
of income/loss of services 

 
Continue current 

benefits  
 

100.0% - funeral 
100.0% - family ben 

 
55.0% - Lost Support 
17.0% - Lost Svcs <65 
65.0% - Lost Svcs >65 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

70% - Lost Support, at 
70% of the Loss of 

Income amount 
 

70% - Lost Svcs, at 100% 
of the Loss of Svcs 

amount    

 
Same 

 
Continue current  

benefits  
 

100.0% - funeral 
100.0% - family ben 

 
Pre 65 Death:  

  
In receipt of Lost Income 

at death:  
70% - Lost Support 

 
 In receipt of Lost Svcs  

at death:  
10% - Lost Support  

55% - Lost Svcs;  
 

Receiving Neither  
at death:  

10% - Lost Support 
10% - Lost Svcs 

 
Post 65 Death: 

 
Receiving Lost Svcs  

at death:  
65% - Lost Svcs;  

 
Not receiving Lost Svcs  

at death: 
 25% - Lost Svcs 

 
Per above 

 
Same 
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Table D.7 – Eligibility and Timing of Compensation Payments – Regular Benefits 

Benefit Payment 2016 - BE 2016 - PfAD 2019 - BE 2019 - PfAD 

Loss of Services Cease 
� Infected claimants 
� Dependants 

 
At death 

As specified in data 
otherwise at age 85 

 
Same 

 

 
At death 

As specified in data 
otherwise at age 85 

 
Same 

 

Outstanding Payments Provided by 
administrator 

Same Provided by 
administrator 

Same 

HIV Secondarily Infected  No claims Same No claims Same 

HIV Program 4 future payments of 
$240,000 each occurring 

every 3 years 

Same 2 future payments of 
$240,000 each,             

one occurring in 2023 
and another occurring in 

2027 

Same 

 

Table D.8 – Recovery Rates from Loss of Income and Loss of Services After Clearing the Virus19   
 Best Estimate  PfAD 

Years Since 
Disability Levels 3 & 4 Level 5 Level 6  Levels 3 & 4 Level 5 Level 6 

1 50.0% 25.0% 0.0%  25.0% 13.0% 0.0% 

2 30.0% 15.0% 0.0%  15.0% 8.0% 0.0% 

3 25.0% 12.5% 0.0%  13.0% 7.0% 0.0% 

4 25.0% 12.5% 0.0%  13.0% 7.0% 0.0% 

5 15.0% 7.5% 0.0%  8.0% 4.0% 0.0% 

6 10.0% 5.0% 0.0%  5.0% 3.0% 0.0% 

7 5.0% 2.5% 0.0%  3.0% 2.0% 0.0% 

8 5.0% 2.5% 0.0%  3.0% 1.0% 0.0% 

9+ 0.0% 0.0% 0.0%  0.0% 0.0% 0.0% 

 

  

                                                                 
19  The 2016 and 2019 assumptions for recovery are the same. 
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Assumptions for the Special Distribution Benefits Plan 

The Special Distribution Benefits were valued using the same assumptions as for the Regular Benefits with the 
following exceptions.  
 

Table D.9 – Assumptions for Special Distribution Benefits 

Benefit Payment 2016 - BE 2016 - PfAD 2019 - BE 2019 - PfAD 

Lump sum amounts at 
levels 1 to 6 
Haemophiliac co-infected 
lump sum 
HCV-related death before 1 
Jan 1999 lump sums 

8.5% of Regular Benefit Same 8.5% of Regular Benefit Same 

Average benefit for Loss of 
Income 

10% of amount under 
Regular Benefits Plan 

Same 10% of amount under 
Regular Benefits Plan 

Same 

Average benefit for Loss of 
Services 

10% of amount under 
Regular Benefits Plan 

Same 10% of amount under 
Regular Benefits Plan 

Same 

Average benefit for Cost of 
Care 

Average $625 increase 
per claimant 

Average $750 increase 
per claimant 

Average $682 increase 
per claimant 

Average $774 increase 
per claimant 

Out of Pocket - for 
accompanying family 
member – while not cured 
 
 
 
Coincident with treatment 

6% transfused 
12% haemophiliac 

Each year will average 
$360 

 
 

100% of claimants 
average $360 

12% transfused 
24% haemophiliac 

Each year will average 
$720 

 
 

Same 

6% transfused 
12% haemophiliac 

Each year will average: 
$2,900 for transfused 

$3,400 for haemophiliac 
 

100% of claimants 
average $360 

9% transfused 
18% haemophiliac 

Each year will average 
$2,900 for transfused 

$3,400 for haemophiliac 
 

Same 

Family Benefits Average total of $15,300 
transfused 

$12,600 haemophiliac 

Same Average total of $11,400 
transfused 

$9,800 haemophiliac 

Same 

Dependants 
- Loss of Support 
- Loss of Services 

 
Average of $3,000 pa 

Average $1,700 pa 

 
Same 

 
10% of the main fund 
10% of the main fund 

 
Same 

Permanently Disabled 
Dependants 

5 current dependants 
qualify for lifetime loss 

of services plus assume 
4 more 

Same 4 current dependants 
(no spouse and 4 

children) qualify for 
lifetime loss of services 

plus assume 4 more 
children 

Same 

Haemophiliac re-election of 
$50,000 option 

All 27 haemophiliacs at 
level 2 will re-elect 

Same All 23 haemophiliacs at 
level 2 will re-elect 

Same 

 

Assumptions for the Late Claims Benefits Plan 

The Late Claims Benefits were all valued using the combined set of assumptions from the Regular benefits and 
the Special Distribution Benefits. 
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APPENDIX E – GLOSSARY OF TERMS USED 
Administrator Epiq Global. 

Best Estimate (BE) 
Assumptions  

When preparing a present value of future contingent events, it is necessary to make 
assumptions about the future.  Best estimate assumptions are those that when taken 
either individually or in total are expected to provide one’s best estimate of how the 
future might unfold.  Based on expectations of the future, the Best Estimate liability is 
expected to be too large 50% of the time and too small 50% of the time.  

CAP Court Approved Protocol.  Each CAP sets out details on how to administer provisions 
within the Plan. 

Compensable Drug Therapy Compensable Drug Therapy is a defined term in the Plan and sets out the conditions 
when a drug treatment qualifies for various compensation payments under the Plan.  It 
includes treatment that involves interferon, ribavirin or such other treatment approved 
by the courts. 

Eckler Report Actuarial Report to the Joint Committee Assessing the Financial Sufficiency of the 1986-
1990 Hepatitis C Trust as of December 31, 2019, prepared by Richard Border, FIA, FCIA, 
and Euan Reid, FSA, FCIA. 

Fund The Fund holds all of the assets and is the vehicle through which the investments are 
made.  The Fund is comprised of three portions – the Regular Benefits Account, the 
Special Distribution Benefits Account and the LCBP Account. 

Haemophiliac Cohort The group of approved claimants who are haemophiliacs. 

Haemophiliac Plan A compensation program that forms part of the Settlement Agreement for people who 
are haemophiliacs and who are infected with HCV transmitted through the blood supply 
in Canada between 1 January 1986 and 1 July 1990. 

HCV The Hepatitis C virus. 

HIV The human immunodeficiency virus. 

HIV Program A compensation program that forms part of the Settlement Agreement for people who 
are secondarily infected with HIV and where the primarily infected person is eligible for 
benefits from the Extraordinary Assistance Program. There is no requirement that they 
also be infected with HCV. 

HIV Co-infection Describes a person who is infected with both HCV and HIV.  There are additional benefits 
available to haemophiliacs who are HIV co-infected. 

HIV Secondarily Infected 
Person 

A haemophiliac infected with HCV who is also secondarily infected with HIV.  No benefits 
are payable from this Plan unless the total to which they would have been entitled 
exceeds $240,000. 

Joint Committee The committee established under section 9.01 of the Plan to oversee the operations of 
the Plan. 

Known Claimants Those claimants who have been approved as of the date of the valuation and are 
included in the data provided by the Administrator. 

1023



 

Sufficiency Review of the 1986-1990 Hepatitis C Compensation Fund 121 

Late Claims Benefits These are benefits payable from the Late Claims Benefits Plan.  

Late Claims Benefits Plan The Late Claims Benefits Plan provides benefits to claimants who filed claims after the 
deadline under the Settlement Agreement and did not meet one of the conditions under 
the Settlement Agreement for filing late.  This plan provides benefits that total what 
would be payable under the Regular Benefits Plan plus the Special Distribution Benefits 
Plan. 

LCBP Account The sub-fund from which all Late Claims Benefits are paid.  This is maintained as an 
account within the Fund.  Assets are comingled with those of the Regular Benefits 
Account and the Special Distribution Benefits Account for purposes of investment, but 
fund values are maintained separately.  There is no provision for any asset transfers 
between accounts after the initial transfer of assets into the LCBP Account. 

Level  A disease level as defined under the Plan.  Levels are related to stages as modelled in the 
MMWG Report. 

MMWG Report “Estimating the Prognosis of Canadians Infected with the Hepatitis C Virus Through the 
Blood Supply, 1986-1990 – The Seventh Revision of Hepatitis C Prognostic Model Based 
on the Post-Transfusion Hepatitis C Compensation Claimant Cohort”, dated 25 March 
2020 by Karen Bremner BSc, Yeva Sahakyan MD MPH MSc, Qilong Yi MD MSc PhD, 
William Wong PhD, and Murray Krahn MD MSc FRCPC 

Non-haemophiliac Cohort See Transfused Cohort  

Plan or Regular Benefits 
Plan 

Transfused HCV Plan and the Haemophiliac HCV Plan as attached to and forming part of 
the judgement of the Honourable Mr. Justice Warren K. Winkler dated 22 October 1999, 
(court file number 98-CV-141369). 

Plan Terms The provisions regarding payment of benefits as set out in the Plan.  

Previously Treated Those claimants who have received any previous HCV treatment but where the 
treatment was unsuccessful.  They are assumed in the medical model to be eligible for 
one additional course of treatment following the valuation date. 

Provision for Adverse 
Deviations (PfaD) 

When preparing a present value of future contingent events, it is necessary to make 
assumptions about the future.  To increase the likelihood that the resulting liabilities will 
be sufficient to provide for all future benefits, it is prudent to include margins for 
conservatism in the assumptions.  These margins individually and in total result in larger 
liabilities than the best estimate liability and provide a provision for adverse deviations 
from the best estimate, or the expected, assumptions about the future. 
The greater the provision for adverse deviations, the greater the expectation that the 
liabilities will be sufficient to provide for all future benefits as they become payable. 

Regular Benefits These are the benefits payable under the Plan.  Special Distribution Benefits are in 
addition to the Regular Benefits. 

Regular Benefits Account Prior to 2016, there was only one fund from which benefits were paid.  Effective with 
the establishment of the Late Claims Benefits Plan and the Special Distribution Benefits 
Plan, the Fund was split into three components.  The Regular Benefits Account is the 
continuation of the previous fund.  It holds a portion of the invested assets plus all of the 
Notional Assets and is used to pay the Regular Benefits as set out under the Plan. 
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Regular Benefits Plan See Plan. 

Settlement Agreement The Transfused HCV Plan, the Haemophiliac HCV Plan, the Federal/Provincial/Territorial 
Assistance Program for HIV Secondarily-Infected Individuals and the Funding Agreement 
all as attached to and forming part of the judgement of the Honourable Mr. Justice 
Warren K. Winkler dated 22 October 1999, (court file number 98-CV-141369). 

Special Distribution 
Benefits 

Benefits that are payable from the Special Distribution Benefits Plan.  These are in 
addition to the benefits payable from the Regular Benefits Plan. 

Special Distribution 
Benefits Account 

The fund from which all Special Distribution Benefits are paid.  This is maintained as a 
sub-fund of the Fund.  Assets are comingled with those of the Regular Benefits Account 
for purposes of investment, but fund values are maintained separately.  There is no 
provision for any asset transfers between funds after the initial transfer of assets into 
the Special Distribution Benefits Account. 

Special Distribution 
Benefits Plan 

The Special Distribution Benefits Plan which provides payments supplemental to the 
Plan benefits in accordance with the court orders dated 15 August 2016 (Ontario and 
Quebec) and 17 August 2016 (British Columbia). 

Stages A disease stage as modelled under the MMWG Report.  Stages are related to the 
compensation levels under the Plan. 

SVC Spontaneous Viral Clearance – this indicates a person is cured.  

SVR Sustained Viral Response – this is an indicator for clearing the virus or being cured.  SVR 
is the absence of detectable RNA of the hepatitis C virus in blood serum for at least 24 
weeks after discontinuing the treatment20. 

Transfused Cohort The group of approved claimants who are not haemophiliacs. 

Transfused Plan A compensation program that forms part of the Settlement Agreement for people who 
are not haemophiliacs and who are infected with HCV transmitted through the blood 
supply between 1 January 1986 and 1 July 1990. 

Treatment Naïve  Those claimants who have not received any previous HCV treatment.  They are assumed 
in the medical model to be eligible for one course of treatment following the valuation 
date. 

Unknown claimants Those claimants who are assumed to be approved as a class member at some date in the 
future. 

2016 Allocation Orders Orders of the three Courts having jurisdiction that established the Supplemental 
Benefits Plan and Late Claims Benefits Plan.  

 

 

                                                                 
20  Wikipedia – “Sustained Viral Response” 
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Morneau Shepell Ltd. 
895 Don Mills Rd., 
Tower One, Suite 700 
Toronto ON  M3C 1W3 
 
Phone: (416) 445-2700 

 

Morneau Shepell is the leading provider of technology-enabled HR services 
that delivers an integrated approach to well-being through our cloud-
based platform. Our focus is providing everything our clients need to 
support the mental, physical, social and financial well-being of their 
people. By improving lives, we improve business. Our approach spans 
services in employee and family assistance, health and wellness, 
recognition, pension and benefits administration, retirement consulting, 
actuarial and investment services. Morneau Shepell employs 
approximately 6,000 employees who work with some 24,000 client 
organizations that use our services in 162 countries. Morneau Shepell is a 
publicly traded company on the Toronto Stock Exchange (TSX: MSI). For 
more information, visit morneaushepell.com. 
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referred to in the affidavit of  

PETER GORHAM 
 

Sworn remotely on the 10th day of December 2020 
 

 
 
 

__________________________________________ 
Commissioner for Taking Affidavits 
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895 Don Mills Road Tower One, 
Suite 700 Toronto, Ontario M3C 1W3  

November 20, 2020 

John Spencer 
Department of Justice 
First Canadian Place, Exchange Tower 
130 King Street West, 34th Floor  
Toronto, Ontario M5X 2A2 

Re: Morneau Shepell’s Actuarial Report Assessing the Financial Sufficiency of the 1986-1990 Hepatitis C 
Trust Fund as at 31 December 2019 

Dear John, 

Subsequent to our report dated 9 November 2020 an addendum was added to the MMWG Report. The 
addendum is dated 18 November 2020 and is titled “Addendum on Zepatier (Elb/Grz) Issue”. The addendum 
discusses a comment suggesting that Zepatier will have little or no use in the future and will be replaced by 
other DAA agents. The MMWG conclude that the replacement with other DAA agents would have negligible to 
no impact on their current model results. 

We confirm that the information in the addendum has no effect on the findings in our report. 

Howard Cimring 

cc. William Knights, Department of Justice
Matthew Sullivan, Department of Justice
Nathalie Hamam, Department of Justice
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Parsons,  et al     and  Canadian Red Cross Society, et al 
 

Co    Court File No. 98-CV-141369 CP00 
 

                                         Plaintiffs                                                                                                                               Defendants            
 

 
 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 
Proceeding Commenced in 

Toronto 
 

  
AFFIDAVIT OF PETER GORHAM 

 
  
 ATTORNEY GENERAL OF CANADA  

 
Department of Justice Canada 
Ontario Regional Office 
120 Adelaide Street West 
Suite 400 
Toronto, Ontario 
M5H 1T1 
 
Per:  John Spencer 
Tel:  (416) 973-8219 
Fax:  (416) 973-5004 
Email: John.Spencer@justice.gc.ca 
LSO#  16888F 
 

 Counsel for Her Majesty the Queen in Right of Canada 
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This is the 6th Affidavit
of Richard Border in this case

and was made on 31/March/2016

Court File No. 98-CV-141369 CPOO
ONTARIO

SUPERIOR COURT OF JUSTICE

BETWEEN:

DIANNA LOUISE PARSONS, MICHAEL HERBERT CRUICKSHANKS, DAVID TULL,
MARTIN HENRY GRIFFEN, ANNA KARDISH, ELSIE KOTYK, Executrix of the Estate of Harry Kotyk,

deceased and ELSIE KOTYK, personally
Plaintiffs

and

THE CANADIAN RED CROSS SOCIETY, HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO and
THE ATTORNEY GENERAL OF CANADA

Defendants

and

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF ALBERTA
HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF SASKATCHEWAN,

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF MANITOBA,
HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF NEW BRUNSWICK

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF PRINCE EDWARD ISLAND,
HER MAJEST/ THE QUEEN IN THE RIGHT OF THE PROVINCE OF NOVA SCOTIA

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF NEWFOUNDLAND,
THE GOVERNMENT OF THE NORTHWEST TERRITORIES,

THE GOVERNMENT OF NUNAVUT and THE GOVERNMENT OF THE YUKON TERRITORY
Intervenors

Proceeding under the C/ass Proceedings Act, 1992

Court File No. 98-CV-146405

B'ETWEEN:

JAMES KREPPNER, BARRY ISAAC, NORMAN LANDRY, as Executor of the Estate of the late
SERGE LANDRY, PETER FELSING, DONALD MILLIGAN, ALLAN GRUHLKE, JIM LOVE and

PAULINE FOURNIER as Executrix of the Estate of the late PIERRE FOURNIER
Plaintiffs

and

THE CANADIAN RED CROSS SOCIETY, THE ATTORNEY GENERAL OF CANADA and
HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO

Defendants

and

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF ALBERTA,
HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF SASKATCHEWAN,

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF MANITOBA,
HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF NEW BRUNSWICK,

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF PRINCE EDWARD ISLAND
HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF NOVA SCOTIA

HER MAJESTY THE QUEEN IN THE RIGHT OF THE PROVINCE OF NEWFOUNDLAND,
THE GOVERNMENT OF THE NORTHWEST TERRITORIES,

THE GOVERNMENT OF NUNAVUT AND THE GOVERNMENT OF THE YUKON TERRITORY
Intervenors

Proceeding under the C/ass Proceedings Act, 1992

{20014-004/00539128.1}
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No. C965349
Vancouver Registry

In the Supreme Court of British Columbia

Between:

Anita Endean, as representative plaintiff

Plaintiff

and:

The Canadian Red Cross Society
Her Majesty the Queen in Right of the Province of

British Columbia, and The Attorney General of Canada

Defendants

and:

Prince George Regional Hospital, Dr. William Galliford,
Dr. Robert Hart Dykes, Dr. Peter Houghton, Dr. John Doe,

Her Majesty the Queen in Right of Canada, and
Her Majesty the Queen in Right of the Province of

British Columbia

Third Parties

Proceeding under the Class Proceedings Act, R.S.B.C. 1996, C. 50

{20014-004/00539128.1}
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CANADA

PROVINCE OF QUEBEC

DISTRICT OF MONTREAL

NO : 500-06-000016-960

CANADA

PROVINCE OF QUEBEC

DISTRICT OF MONTREAL

NO : 500-06-000068-987

SUPERIOR COURT

Class action

DOMINIQUE HONHON

Plaintiff

-vs-

THE ATTORNEY GENERAL OF CANADA
THE ATTORNEY GENERAL OF QUEBEC
THE CANADIAN RED CROSS SOCIETY

Defendants

-and-

MICHEL SAVONITTO, in the capacity of the Joint
Committee member for the province of Quebec

PETITIONER

-and-

FONDS D'AIDE AUX RECOURS COLLECTIFS

-and-

LE CURATEUR PUBLIC DU QUEBEC

Mis-en-cause

SUPERIOR COURT

Class action

DAVID PAGE

Plaintiff

-vs-

THE ATTORNEY GENERAL OF CANADA
THE ATTORNEY GENERAL OF QUEBEC
THE CANADIAN RED CROSS SOCIETY

Defendants

-and-

FONDS D'AIDE AUX RECOUPS COLLECTIFS

-and-

LE CURATEUR PUBLIC DU QUEBEC

Mis-en-cause

{20014-004/00539128.1}
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AFFIDAVIT

I, RICHARp BORDER, of 980-475 West Georgia Street, Vancouver, British Columbia

SWEARl^RAmRM)- THAT:

1. I am a Principal and Shareholder of Eckler Ltd. ("Eckler").

2. Attached hereto and marked as Exhibit "A" is Eckler's Actuarial Report to the

Joint Committee, "Response to the Morneau Shepell 2013 Allocation Report".

3. The Eckler actuarial personnel involved in the review of the data and the

actuarial work in preparation of the report are myself, Wendy Harrison, Dong Chen and

Kevin Chen. The opinions are those ofWendy Harrison and me and we are the authors

of the report.

4. There have been no material changes to the curriculum vitae appended to my

fourth affidavit sworn on March 11,2015.

SWORN^RAmRMCD) BEFORE ME )
at Vancouver, British Columbia, on )
31/March/2016. )

^-^A^UA^

/"/
•^-"

/ ^^•-

RICHARD BORDER

/^/Commissioner for taking
/Affidavits for British Columbia

SHARON D. MATTHEWS, QC
BARRISTER & SOLICITOR
856 Homer Street, 4th Floor
Vancouver, BC V6B2W5

Tel: 604.689.75S5 Fax: 604.689.7554

^E -^W /.^ER^B UE
o.\ \JQK.Q)^^n\^Cdwto.co
c\l\^/i7^. _
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SHARON D. MATTHEWS, QC
BARRISTER & SOLICITOR
856 Homer Street, 4th Poor
Vancouver, BC V6B2W5

Tel: 604-689-7555 Fax: 604-689-7554
{20014-004/00539128.1}
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)
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Ec/c/er

Actuarial Report to the Joint Committee

Response to the Morneau Shepell
2013 Allocation Report

1986-1990 Hepatitis C Trust

Prepared by:

Richard Border, FIA, FCIA Wendy Harrison, FSA, FCIA

Vancouver, B.C.

March 31, 2016

1198



Ec/c/er

CONTENTS

1 Introduction....................................................................................................................................... 3

2 Treatment Implication for Claimants ................................................................................................4

2.1 Evidence for New DAAs ..........................................................................................................5

2.2 Subsequent Events .................................................................................................................6

2.3 Actuarial Practice Regarding a "Subsequent Event"...............................................................6

2.4 Recognition of new DAA therapies in 2013 Sufficiency Assessment and Allocation Report..?

3 Increase Lump Sum Payments by 10% and Family Member Payments by $5,000........................9

4 Calculations With Significantly Different Results ...........................................................................10

4.1 Do not deduct other sources of income in calculating loss of income and loss of support...10

4.2 Increase Cost of Care limit from $50,000 to $60,000 (1999 dollars)..................................... 10

4.3 Provide $200 (2014 Dollars) Per Diem to Family Members for Out of Pocket Expenses.....11

5 Excess Assets Arose Because of Canada Prefunding ..................................................................13

5.1 Impact of Investment Strategy...............................................................................................13

5.2 Sources of Gains and Losses................................................................................................13

6 Comparison of 1999 Cohort and 2013 Cohort...............................................................................15

7 Certification ....................................................................................................................................17

Response to the Morneau Shepell 2013 Allocation Report -1986-1990 Hepatitis C Trust

1199



Ec/c/er

1 INTRODUCTION

1. Our assessment of the financial sufficiency of the 1986-1990 Hepatitis C Trust as at December 31 , 2013

was documented in our report ("Eckler2013 Sufficiency Report") dated March 11,2015.

2. Our 2013 Sufficiency Report concluded that, after allowing for an appropriate level of Required Capital,

there was Excess Capital, or actuarially unallocated assets, of $236,341,000. As set out in our subsequent

report (Proposed Allocation of the 2013 Sufficiency Assessment Actuarially Unallocated Assets or "2013

Allocation Report") dated October 14, 2015, we were instructed by the Joint Committee to calculate an

additional sufficiency liability in respect of level 2 class members who are reclassified as level 3 class

members. That amount is equal to $29,421,000. This amount would reduce the Excess Capital to

$206,920,000.

3. The Settlement Approval Orders give the Courts discretion to allocate the actuarially unallocated assets "for

the benefit of class members and family class members", referred to in our 2013 Allocation Report as

"Allocation Benefits". Our 2013 Allocation Report provided analysis of the potential Allocation Benefits

identified by the Joint Committee to be funded by the Excess Capital, or actuarially unallocated assets. Our

2013 Allocation Report was included in the set of documents filed by the Joint Committee in their Motion of

October 16, 2015 regarding the allocation of the actuarially unallocated assets.

4. Subsequently, the Attorney General of Canada ("Canada") filed several documents in response to the Joint

Committee's Motion, including the Actuarial Report on Proposed Allocation of the Actuarially Unallocated

Funds as of 31 December 2013 ("Morneau Shepell 2013 Allocation Report") and the Affidavit of Samuel S.

Lee ("Lee Affidavit"), both sworn January 29, 2016.

5. We were asked by the Joint Committee to respond to certain statements made in the Morneau Shepell 2013

Allocation Report and the Lee Affidavit, and have set out our reply in this report. We have not commented

on other less significant issues that we noted in these documents.
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2 TREATMENT IMPLICATION FOR CLAIMANTS

6. Section C of the Morneau Shepell 2013 Allocation Report discusses treatment implications for claimants,

starting with the Medical Model Working Group ("MMWG") assumptions (used in both the Eckler 201 3

Sufficiency Report and the 2013 Morneau Shepell Sufficiency Report), and notes that "the MMWG

assumptions about treatment result in about 85% of the claimants at levels 2 to 5 being cured of the disease

by 2019 and "applying the MMWG assumptions will leave about 11 % of the claimants at levels 2 to 5

untreated".2

7. Section C of the Morneau Shepell 2013 Allocation Report references the Lee Affidavit, in particular,

paragraph 25, which states "On January 16, 2016, Health Canada granted regulatory approval for another

all-oral DAA combination drug, Zepatier, for treatment of patients with HCV genotypes 1 and 4. I expect to

see regulatory approval granted later in 2016 for yet another generation of DAA medications that will offer

even greater advantages for patient care, including those few patients who have had the misfortune to be

infected with one of the less prevalent HCV genotypes that have proven to be more treatment resistant to

earlier regimens. With the arrival of the next generation of DAA medications, very few cases will be seen

where the virus cannot be eradicated".

8. The statement that Dr. Lee makes in paragraph 25 of the Lee Affidavit may follow from his paragraph 1 8

where he opines that "within a very short time, new drug therapies will be available to eradicate HCV from

almost 99% of all infected patients,..". However, the basis for the "99%" figure is not clear from the Lee

Affidavit. He does make the statement in paragraph 22 that "Current DAA treatment consists of... a cure

rate exceeding 90%".

9. The Morneau Shepell 2013 Allocation Report states "Our understanding (Lee Affidavit paragraph 25) is that

those claimants will likely be eligible medically for treatment when the new drugs are approved within a very

short time. While the liabilities set aside in 2013 did not contemplate these claimants being treated, the

reduction in future claims is expected to be more than enough to pay for their treatment without having to

touch any of the surplus".

10. In our opinion, there are two key issues to assess regarding this conclusion:

(a) Is the statement "very few cases will be seen where the virus cannot be eradicated" substantiated and

appropriate to form the basis for an actuarial assumption? and

(b) Is it necessary or appropriate to restate the 201 3 Sufficiency Assessment to account for medical

developments that are still unfolding?

11. We discuss these questions below.

Morneau Shepell 2013 Allocation Report paragraph 21

2 Morneau Shepell 2013 Allocation Report paragraph 26

3 Morneau Shepell 2013 Allocation Report paragraph 26
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2.1 Evidence for New DAAs

12. Actuarial practice involves the setting of assumptions regarding future events, which may or may not

happen, and for which the timing may be unknown. Actuaries generally look to evidence, often in the form

of historical experience, to set the best estimate assumptions, and then incorporate a Provision for Adverse

Deviation ("PfAD") as an additional liability to address uncertainty. Specifically, one purpose of the PfAD is

to provide for the risk of mis-estimation of the best estimate assumption. The more uncertainty there is

about an estimate or assumption of future experience, the larger the PfAD should be.

13. Eckler's 2013 Sufficiency Report and 2013 Allocation Report, and the 2013 Morneau Shepell Sufficiency

Report, all utilized the MMWG assumptions regarding probability of treatment with several different HCV

drugs and treatment efficacy of each drug, based on whether the class member was previously treated and

whether the class member is coinfected with HIV. The MMWG based these assumptions on a range of

published medical studies. The MMWG report reflected the expected utilization of two new DAA drugs:

"sofosbuvir-based doublets" (trade name Harvoni) and "3D regimen plus RBV" (trade name Holkira Pak).

These are the two drug regimens referenced by Dr. Lee as already in use in Canada.

14. The treatment efficacy assumptions developed by the MMWG for these two DAA options are set out in the

following table, and range from 80.2% to 96.3%. These treatment efficacy rates were adopted by Eckler

and Morneau Shepell as best estimates for the purpose of the 2013 Sufficiency Assessment.

Treatment Treatment Previously Previously |
Treatment Efficacy - Best Estimate NaTve Na'ive with Treated Treated with ;

without HIV HIV without HIV HIV |

Sofosbuvir-based doublet (Harvoni) \ 94.6% ] 80.2% | 95.4% | 80.9% |

3D regimen plus RBV (Holkira Pak) | 96.2% | 81.6% i 96.3% | 81.7%
.L^^.»»_^.-.-.--.................-.-.-.-..-.....-...-._^_L._-^^.._^^_^^_„„„„_J._^_.^^.^^^^._.

15. The distribution of known alive class members in levels 2 to 5 (levels where treatment is anticipated to be

provided to a high proportion of class members) as at December 31, 2013 was as follows:

Treatment Treatment Previously Previously
NaTve Na'i've with Treated Treated with

without HIV HIV without HIV HIV
I—-——— ——- ——————^—^—- . ^ ^- -_—-^——-^—^—.- -._ -^ —^——-——_—^-— - - ^ . -^ . - -^- ^ ——--^----- -. ---..

I # known alive class members in levels 2 to 5 | 1,691 I 76 I 1,058 | 51

16. The weighted average efficacy rates for this group of class members are 94.5% for Harvoni and 95.4% for

Holkira Pak. These weighted averages are close to the high end of the range because there are relatively

few class members who, due to HIV co-infection, are expected to have lower cure rates.

Section 2.2.2 of the Fifth Revision of Hepatitis C Prognostic Model Based on the Post-Transfusion Hepatitis C
Compensation Claim Cohort page 21

Lee Affidavit paragraph 23

An explicit PfAD was calculated by multiplying the best estimate treatment efficacy rates by 80%; in other words, the
sufficiency liability reflected an assumption that 20% fewer class members would be cured, than would be the case based
on the best estimate assumptions.
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17. While these weighted average efficacy rates are very high, they are still less than the 99% figure cited by Dr.

Lee in his paragraph 18. Dr. Lee did not cite specific evidence, such as the results of clinical trials, to

substantiate this belief.

18. From an actuarial perspective, an assumption that is based on past experience, such as published clinical

trials, has greater credibility than an assumption based on an event that is anticipated to occur in the future

or which is speculative in nature. Customary actuarial practice would be to base model assumptions on

historical evidence when it is available, and on more speculative views of future experience only when other

evidence is not available. The evidence in Lee's Affidavit is insufficiently detailed to build into a practical

actuarial model, and does not provide a basis for measuring the financial impact of emerging DAA

therapies.

2.2 Subsequent Events

19. The DAA therapy Harvoni was approved for use in Canada on October 14, 2014 and Holkira Pak was

approved on December 22, 2014.

20. According to the Lee Affidavit, another DAA combination drug, Zepatier, was approved for use in Canada on

January 19, 2016.2

21. While the Eckler 2013 Sufficiency Report sets out the financial position of the Trust as at December 31,

2013 (the calculation date), the report was issued March 11, 2015 (the report date).

22. Thus the two drugs Harvoni and Holkira Pak were approved between the calculation date and the report

date, while Zepatier was approved after the report date.

2.3 Actuarial Practice Regarding a "Subsequent Event"

23. Subsection 1110 of the Canadian Institute of Actuaries' Standards of Practice defines a subsequent event

as "an event of which an actuary first becomes aware after a calculation date but before the corresponding

report date." The calculation date is defined as the "effective date of a calculation; e.g., the balance sheet

date in the case of a valuation for financial statements. It usually differs from the report date." The report

date is defined as the "date on which the actuary completes the report on his or her work. It usually differs

from the calculation date."

24. Subsection 1520 of the Standards of Practice provides guidance regarding the possible effect of subsequent

events on the work of actuaries. Paragraph 1520.02 states that. . . the actuary should take a subsequent

event into account (other than in a pro forma calculation) if the subsequent event

• provides information about the entity as it was at the calculation date,

Weighted by the number of class members assumed to receive the treatment in question

2 Lee Affidavit Paragraph 25
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• retroactively makes the entity different at the calculation date, or

• makes the entity different after the calculation date and a purpose of the work is to report on the
entity as it will be as a result of the event.

25. The following decision tree is provided to assist an actuary in deciding how to reflect an event in the work:

EVENT DECISION TREE

When did the actuary first become aware of the event?

On or before calculation date |

T
Between calculation date and report

date (i.e., a subsequent event)
After report date

I Reflect the event in the work | Would event have been reflected in
the work if it were a subsequent event?

Does the event reveal a data
defect or calculation error No

"No"

I Reflect the event in the work |
~(TS2076T)

1
No further action required

Does the event invalidate the report?
T-—T
"No| [Yes

L When did the event occur?

I L
I On or before calculation date |

I:
I Reflect the event in the work |

(1520.02 first Inset wording)

After calculation date

Consider informing users but
don't reflect event In the work

(1820.35)

Withdraw or

amend report
(1820.35)

Does the event make
the entity different?

I On or before calculation date |

I:
I Reflect the event in the work |

(1520.02 second inset wording)

I:
After calculation date

What is the purpose of the work?

Report on entity as it will
be as a result of the event

Reflect the event In the work
(1520.02 third inset wording)

Report on entity as it was
at the calculation date

Report event but don't
reflect event in the work

(1520.03)

2.4 Recognition of new DAA therapies in 2013 Sufficiency Assessment and Allocation Report

26. It is our understanding that the sufficiency of the Trust was confirmed to the courts based on the Eckler

2013 Sufficiency Report and the Morneau Shepell 2013 Sufficiency Report, and that the discussion

regarding the actuarially unallocated assets should follow directly from the methods, assumptions, analysis

and results set out in those reports.

27. Such an approach is entirely consistent with the CIA's Standards of Practice as they relate to a Subsequent

Event in that while the approval of the use in Canada of Harvoni and Holkira Pak occurred between the

calculation date and the report date (and as such could be considered a Subsequent Event), these DAA

therapies were reflected in the MMWG model, and the assumptions regarding the efficacy of these drugs

was based on published clinical trials cited by the MMWG.

28. Under the CIA's Standards of Practice, the emergence of the new DAA therapies after the issuance of our

2013 Sufficiency Report does not qualify as a subsequent event that needs to be taken into account in the
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2013 Sufficiency or Allocation Benefit Reports,nor is it an event that invalidates the report, as there is not

yet a basis for measuring their financial impact.

29. In the context of an entity which undergoes an actuarial assessment at periodic intervals (for example, a

pension plan that is valued every three years), events often occur between assessments that give rise to

gains or losses, or which change the expectations regarding the future experience of the entity. There may

be instances where emerging adverse experience is so detrimental to the entity that it is appropriate to

trigger a new assessment. It would be highly unusual for emerging positive experience to do so.

Customary actuarial practice is to wait until the next scheduled valuation, and at that time, update the

assumptions and methodology as appropriate to reflect the experience or information then available.

30. In our opinion, the impact of new DAA therapies, and any additional information about those approved in

2014, should be incorporated into the medical model used for the December 31, 2016 Sufficiency

Assessment, rather than reflected in an ad hoc adjustment to the previously agreed-to Sufficiency

Assessment as of December 31, 2013.
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3 INCREASE LUMP SUM PAYMENTS BY 10% AND FAMILY MEMBER PAYMENTS BY
$5,000

31. The Joint Committee had asked us to calculate the cost of increasing the lump sums payable by 10%. With

respect to retroactive payments, for the purpose of our 201 3 Allocation Report, we were instructed to do this

on a "non-indexed" basis, i.e. payments were to be 10% of the actual amount received.

32. As pointed out by in the Morneau Shepell 2013 Allocation Report, this approach has the effect that the top

up amount to be paid to a member for a specific lump sum depends on the year in which the original lump

sum was paid (lump sum payments are indexed to increases in the CPI, and hence increase each year) and

therefore different top up amounts will be paid to different class members for nominally the same benefit.

33. An alternative approach is to calculate the 10% top up based on the associated lump sum in the year of the

top-up payment is made, i.e. indexed to the year of payment, as suggested by Morneau Shepell. In our

2013 Sufficiency Report, retroactive payments are payments related to amounts paid prior to the December

31, 2013 valuation date. In that report, the lump-sum payments indexed to January 1, 2014 were taken into

account. The retroactive payments are therefore based on the lumpsums payable from January 1, 2014.

34. The Joint Committee has instructed us to calculate how the costs would increase if top-up payments are

similarly indexed to January 1 , 2014. This approach increases the previously reported retroactive cost of

$40.701 million by $9.112 million to $49.813 million.

35. The Joint Committee also asked us to calculate the increase in the lump sums that would have the same

cost as the originally calculated $51.266 million (comprising $40.701 million for retroactive payments and

$10.565 million for future payments) if the retroactive payments were indexed to January 1 , 2014. We have

calculated this percentage as 8.5%.

36. A similar issue arises with the increase in payments to family members of $5,000 (in 1999 dollars). The Joint

Committee has instructed us to calculate how the costs would increase if the additional $5,000 payments to

family members are similarly indexed to January 1, 2014. This approach increases the previously reported

retroactive cost of $11.197 million by $1.938 million to $13.135 million

37. The Joint Committee also asked us to calculate the increase in the payments to family members that would

have the same cost as the originally calculated $22.162 million (comprising $11.197 million for retroactive

payments and $10.965 million for future payments) if the retroactive payments were indexed to January 1,

2014. We have calculated this to be $4,600.

1 Morneau Shepell 2013 Allocation Report paragraph 20 a. and b.
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4 CALCULATIONS WITH SIGNIFICANTLY DIFFERENT RESULTS

38. We were asked to comment on three items where the Eckler and the Morneau Shepell calculations as to the

cost were significantly different. These are discussed below.

4.1 Do not deduct other sources of income in calculating loss of income and loss of support

39. Eckler calculates the cost of not deducting other sources of income in calculating loss of income and loss of

support to be $27.539 million while Morneau Shepell calculates the cost to be $36.094 million.

40. We have identified two significant differences in the calculations between Eckler and Morneau Shepell, set

out below.

41. To calculate the cost of retroactive loss of income payments, Eckler reviewed the actual class member data

for the three years 2011 to 2013, and assumed that these years would be representative of prior years, a

methodology that we believe will produce a reasonable estimate of the cost of these retroactive payments.

Morneau Shepell made a specific adjustment in respect of one factor, HIV payments to deceased co-

infected haemophiliacs. This resulted in an increase in the Morneau Shepell figures of about $3.9 million for

Loss of Income1 and $2.5 million for Loss of Support,2 for a total of $6.4 million relative to the Eckler figures.

We are not convinced that it is appropriate to adjust our method for one factor, without considering whether

there are other offsetting factors that should be taken into account.

42. In calculating the loss of support adjustment percentage (the percentage increase in loss of support

payments if the identified deductions were no longer deducted), Morneau Shepell added back 100% of the

underlying income deductions. However loss of support is calculated as 70% of the income loss, therefore

only 70% of the underlying income deductions should have been taken into account. We calculate that this

caused the Morneau Shepell result to be overstated by approximately $3.8 million.

4.2 Increase Cost of Care limit from $50,000 to $60,000 (1999 dollars)

43. Eckler calculated the cost of lifting this limit to be $0.627 million, while Morneau Shepell calculated the cost

to be $2.684 million.

44. Both calculations agreed that the retroactive cost will be $121,000, so the difference arises on the future

costs of lifting this limit.

45. In our calculation, we took into account actual claimed amounts that exceeded the current limit (both the

proportion that exceeded the current limit and the amount of the excess) and we assumed that a similar

pattern would apply in the future. On this basis, we calculated that average future cost of care would

increase by 1% relative to that assumed in our 2013 sufficiency review.

Morneau Shepell Allocation Report table 148

Morneau Shepell Allocation Report table 149
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46. Morneau Shepell assumed that anyone who was within 6%1 of the current limit had deliberately curtailed

their cost of care costs to ensure they were less than the limit and that these claims would therefore all

increase by $10,000 (1 999 dollars) in the future. As result they assumed that future cost of care would

increase by 5.1%2 as a result of increasing the limit.

47. While it is possible that some class members limited their cost of care to avoid exceeding the $50,000 limit,

the historic data shows only the actual claims submitted. It is not possible to know with any certainty how

class members have managed their costs of care. There is no evidence to support the assertion that

everyone who was close to the limit in the past will automatically increase their claim amounts by the full

$10,000 (1999 dollars) increase. In our opinion, such an assumption is not reasonably supported by the

data for actuarial purposes.

4.3 Provide $200 (2014 Dollars) Per Diem to Family Members for Out of Pocket Expenses

48. Currently out of pocket expenses are covered only for class members, not for the family of class members.

We were asked to calculate the impact of an additional $200 (2014 dollars) per diem being provided to

cover losses associated with family members accompanying claimants to medical appointments on a

prospective basis. We have interpreted the per diem to be applied per visit, rather than per day per visit

(some visits may take more than a day if a claimant is traveling from a remote area).

49. Based on out of pocket claims data, we estimated that on average there have been 1.8 medical

appointments per year per class member.

50. We calculated the cost of the proposed $200 payment to family members to be $1.957 million, while

Morneau Shepell calculated the cost to $8.370 million.

51. In our calculation, we assumed the number of medical appointments for which out of pocket expenses

would be claimed would not increase as a result of this additional payment amount.

52. Morneau Shepell report that the 7,412 claims paid for out-of-pocket expenses from 1999 to 2013,and that

of these claims 187 (2.5%) were for less than $20 and 73 (1%) were for less than $10. They speculate that

many class members do not currently bother to claim for out of pocket expenses, as the expenses are too

small to justify the effort. This is not the only logical explanation for the relative infrequency of small

amounts claimed; another plausible explanation is that when individuals incur out-of-pocket claims, they are

for larger amounts.

They assumed anyone over $47,000 in 1999 dollars would be affected by the $50,000 limit. The 6% figure is calculated
as 1 minus (47 divided by 50).

Morneau Shepell 2013 Allocation Report paragraph 178 b

3 Morneau Shepell 2013 Allocation Report paragraph 187
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53. Further in their view, claiming out of pocket expenses will now be worthwhile as a result of the $200 per visit

payable to a family member.1 Morneau Shepell assumed that there would be a significant increase in the

number of visits for which out of pocket expenses would be claimed.

54. As we understand it, Morneau Shepell is not suggesting that the number of doctor visits will increase as a

result of the additional $200 per family member, but rather the number of visits for which an out of pocket

expense will be claimed will increase significantly. This may be plausible, but the data to date is

inconclusive. There is no evidence to support Morneau Shepell's position that people have not been

claiming out of pocket expenses as the current amounts are not worth the effort. In our opinion, such an

assumption is not reasonably supported by the data for actuarial purposes.

1 Morneau Shepell 2013 Allocation Report paragraph 186
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5 EXCESS ASSETS AROSE BECAUSE OF CANADA PREFUNDING

5.1 Impact of Investment Strategy

55. Paragraph 87 of the Morneau Shepell 2013 Allocation Report states "In our opinion, the excess assets are

entirely due to the agreement by Canada to pre-fund the federal contribution obligation."

56. While there have been significant gains and losses affecting the liability, these gains and losses impact both

the Federal and the Provinces/Territories ("P/T") portion of the liability proportionally to their share

(discussed further below). Thus the only difference in the funded position of the Federal versus the P/T

portion arises from the asset side of the balance sheet.

57. Therefore at first glance Morneau Shepell's comment would appear to be true, but in fact it is incorrect.

Prefunding was a necessary precursor to the achievement of excess assets, but it is not the prefunding that

caused the surplus, rather it was the investment strategy that was employed with those prefunded assets

that caused the excess assets.

58. The Morneau Shepell 2013 Allocation Report proves this point when it considers in paragraph 83 what

would have happened if the Federal share of the settlement had been funded in the same way as the P/T

share was funded. The P/T share of the settlement is funded on a "pay as you go" basis, but the maximum

amount that the P/Ts are liable for is limited by a notional fund invested entirely in 3-month treasury bills.

The rate of return on 3-month treasury bills has been insufficient for the notional fund to keep pace with the

P/T's 3/11ths share of the liabilities (despite a much smaller than expected claim cohort and significantly

better than originally expected health outcomes). As a result, as shown by the Morneau Shepell 2013

Allocation Report, if the Federal prefunded assets had also been invested in 3-month treasury bills, the fund

as a whole would have been insufficient. Thus, the reason that there are excess of assets is that the

prefunding permitted a different investment strategy on behalf of the class members and that investment

strategy has paid off.

59. Had the investment strategy been to invest the money paid by the Federal government in 3- month treasury

bills, Morneau Shepell estimates that there would have be a $348 million shortfall in the fund, with no

obligation on the part of the Federal government to fund any part of that shortfall.

5.2 Sources of Gains and Losses

60. As discussed above, the estimate of the financial position of the fund has changed over time as a result of a

number of different factors. For ease of reference, we have summarised the gains and losses at each

sufficiency review in the table below.
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Sources of Gains and

Investment gains

Discount rate change

Cohort update

Medical model update

Experience gains / losses

Other assumption and method changes

New Drug Cost

Remove aggregate model simplifying
assumptions/implicit margins

Initial stage distribution changes

Excess HCV mortality below level 6 recognised

Increase Loss of Income cap |

Lift holdbacks and caps

Remove opt-outs

Delay in unknowns coming forward

Lossesi

2001

0

-18

222

-841

-78

10

46

$ millions)

2004

132

-99

329

51

-127

-145

-

J
__1-

4

2007

24

-12

148

-44

-34

19

-89

-27

2010

62

-92

-42

-62

15

-38

64

75

-92

2013

22

0

17

305

14

2

-146

For the 2001 and 2004 sufficiency reviews, the medical model update and other experience gains or losses were
aggregated. Experience gains or losses include items such as actual loss of income being different to that assumed,
actual deaths different to that assumed, etc.
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6 COMPARISON OF 1999 COHORT AND 2013 COHORT

61. Morneau Shepell discusses the differences between the 1999 cohort estimates and the 2013 cohort in

section E of the Morneau Shepell 2013 Allocation Report.

62. The two unknown aspects of the 1999 cohort that are very significant from an actuarial perspective were the

total number of class members and the disease distribution of these class members. Given that there was

no claimant data of any sort when the settlement was agreed, the estimates of the total number of class

members, and their disease distribution, was necessarily based on the then current medical knowledge,

which incorporated estimates of the total number of people who could have been exposed to HCV by blood

transfusion between 1986 and 1990, together with estimates of disease progression available at the time.

63. With the benefit of hindsight, it is clear that the original 1999 estimate of the number of class members is

much higher than the actual number of approved class members as at December 31, 2013. It is an

interesting question as to whether this is due to fewer people being infected than originally estimated, or

whether this is due to fewer people coming forward to claim despite being infected. As discussed in the Lee

Affidavit, chronically infected HCV sufferers can remain asymptomatic for many years,1 so it is quite possible

that the cohort is smaller than expected as a result of people still not knowing that they are carrying the

virus. In this regard, we note that the difference between the Morneau Shepell projection to 2013 and the

actual 2013 cohort with regard to those who are deceased due to HCV is quite small (Morneau Shepell

projects 338 HCV deceased, plus 450 Excess HCV Mortality for a total of 788, compared to the actual 2013

cohort of 715), while the differences between the Morneau Shepell projection to 2013 and the actual 2013

for those alive is very much larger.

64. Morneau Shepell made a number of assumptions in order to produce a projected cohort as at December 31,

2013, including the assumption "that the transition rates developed by the MMWG in their 2013 Report

applied in each year from 1986 to 2013 and states that this assumption "reflects the various transition

rates from slow to fast as well as the various comorbidity factors that are present in some claimants".2 This

simplifying assumption would appear to apply transition rates that are developed as averages over time and

over different morbidity profiles of class members to the overall group. In our opinion, additional analysis

would be useful in understanding the appropriateness of this approach. Similarly, the projected 2013

distribution "allowed for treatment based on the assumptions from the 2007 MMWG Report".3 Again, this

approach assumes that a treatment protocol from a specific point in time is representative of the average

treatment protocols over many years. Without additional analysis, it is not possible to determine the

appropriateness of this simplifying assumption. At this time, given the magnitude of work required to

investigate this approach, we have not been instructed to carry out this additional analysis.

1 Dr Lee's affidavit paragraphs 39 and 42

Morneau Shepell 2013 Allocation Report paragraph 61

Morneau Shepell 2013 Allocation Report paragraph 66
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65. Morneau Shepell notes in paragraph 68 that the Cohort distribution assumed in 1999 was more advanced in

the disease than would be predicted by the 2013 estimates of the disease transition rates applied to the

original estimates of those infected in 1986 to 1 990. Morneau Shepell then goes on to conclude that this

"overstatement would serve to add a significant provision for adverse deviations to the initial liabilities of the

Agreement". We do not agree with this characterization. The 1 999 cohort and its distribution was a best

estimate of the number of class members and their disease distribution made on the basis of the information

that was available at that time. The fact that the current cohort is smaller than expected does not mean that

there was a deliberate overstatement in 1999.

66. As the claimant data has accumulated over the years, both the medical model and the actuarial liability has

been adjusted to reflect this. The reduction in the cohort has resulted in actuarial gains as shown in section

5.2 above. We note that despite these gains, the P/T has a shortfall relative to their notional fund, and that

Morneau Shepell calculates that the invested fund would also be insufficient if it had been invested in 3-

month treasury bills. It thus appears that these gains have been insufficient to offset other non-investment

losses.
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7 CERTIFICATION

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

Canada.

68. To the best of our knowledge, there are no material subsequent events that would affect the results and

recommendations of this report.

69. On behalf of the Eckler actuarial personnel who worked on this report, we certify that we are aware that our

duties are:

(c) to provide opinion evidence that is fair, objective and non-partisan and related only to matters within our

area of expertise; and

(d) to assist the Courts and provide such additional assistance as the Courts may reasonably require to

determine a matter in issue.

70. We are aware that the foregoing duties prevail over any obligation we may owe to any party on whose

behalf we are engaged and we are aware that we are not to be an advocate for any party. We confirm that

the report conforms with the above-noted duties. We further confirm that if called upon to give oral or

written testimony, we will give such testimony in conformity with these duties.

uM<-!^-^<

<._J

Richard A. Border
Fellow of the Canadian Institute of Actuaries1
Fellow of the Institute and Faculty of Actuaries

Wendy F. Harrison
Fellow of the Canadian Institute of Actuaries
Fellow of the Society of Actuaries

Canadian Institute of Actuaries is the Primary Regulator
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