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Executive summary

This is a summary of the main findings and reconuaéions of the Seventh Actuarial
Review of the NIS as of 30 June 2005 undertakethbyinternational Labour Office, in
accordance with section 70 of the National Insueafct.

Highlights of the Seventh Actuarial Review

Past performance review

Following the recommendations of the Sixth ActuaReview (2000j, a number of
improvements to benefit provisions were adopted thedcontribution rate was increased
from 8.4 per cent to 9.9 per cent in three unegtegs in January of each year from 2004
to 2006. The most important reforms were the intobidn of a minimum retirement
pension and the increase of the pension accrualgi@nted in respect of contribution
periods beyond 750 weeks.

Solid economic performance is likely explaining wthe number of contributors has
increased more than expected, as has the numbenefit recipients. The implementation
of the minimum retirement pension appears to haneated unexpected claims.

The two key findings of the financial analysis ofBNT performance since the Sixth
Actuarial Review include the following:

* Over the five-year period between the Sixth ande8#v Actuarial Reviews, the
observed net annual cash flows fall short of tlmkedasted by approximately
TT$60 million. This observed deviation representshie end only a relatively low
1.3 per cent of revenues or 3.4 per cent of expeared for the five-year period.

* ‘Unrealized gains on assets’ have fluctuated siggmitly during the inter-valuation
period from 2000/01 to 2004/05. At the valuatiortedaf 30 June 2005, they
represented a positive impact on NIBTT reservesh dsilat they generated a
favourable surplus deviation of TT$2 billion in cparison to the forecast made as
of 30 June 2000. This surplus in assets appedi®ifRevaluation reserve” of the
NIBTT that is considered to be fairly volatile givés nature.

Overall, the financial situation at 30 June 2005cdmsidered nearly equivalent to the
forecast of 30 June 2000.

Actuarial projections

The “base scenario” under the present actuarigweis based on a series of assumptions
and the NIBTT database as well as its benefit amhting provisions as of 30 June 2005

with one important adjustment to account for thek laf precision in the legal provisions as

to the basis for indexation of benefits and otlairicial parameters such as the ceiling and
classes of insurable earnings. The NIBTT and IL@@ed on the indexation basis for the

base scenario such that the minimum pension willinmgeased from TT$1,000 to

! Report by the Government Actuary’s Departmenti@nReview of the National Insurance System
of Trinidad and Tobago as of 30 June 2000, Londi,

Vi
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TT$2,006 and the ceiling on insurable earnings will be dixat two times the average
salary as of January 2008. This scenario represiemtgreference of the NIBTT in spite of
the ILO recommendation of a different approachneixation as mentioned later in this
report (see recommendation number 3.c below).

The recent years of sustained economic growth hffeeted the medium-term perspectives
of the present actuarial review. They can be cansitl relatively optimistic. In view of the
inevitable inflationary pressures that create aagerdegree of economic uncertainty,
especially in the short-term, the macro-economigeation framework had to be set for the
projections of the present actuarial valuation degpossible erratic developments of key
economic variables that could occur during the figgtyears. In this respect, care must be
exercised when interpreting the results of the greactuarial review as the focus should
remain on long-term trends rather than on a foteshshort-term expectations. Regular
monitoring of NIBTT experience is key, especiallyr fthe Long-term Benefits Branch
(LTBB), and requires strengthening NIBTT in-houstuarial expertise.

The database adopted as of 30 June 2005 has lmadepr by the NIBTT and verified by
the ILO Senior Actuary. It is considered acceptdblét the requirements of the projection
model used for the present actuarial valuation.

Under the base scenario, the highlights of thenftred projections are as follows in the
event where actual experience in future would béni@ with the assumptions presented
under the “base scenario”:

* For the next two decades, the pay-as-you-go (PAXIS) of the system in terms of
insurable earnings is expected to increase vemylgldrhis slow progression is
explained by the delayed impact of the measureptadan 1999, for the revaluing
of career earnings for the purpose of calculatieigspns. The full impact will only
be felt after 20 years.

* Over the same 20-year period, the impact of pojoulatgeing builds up. Given the
low fertility rate and the increasing longevitytbe general population, the number
of working-age persons per pension-age persondsiline from 9.3 to 2.3 over
the projection period of 50 years. At the same firtiee number of NIBTT
retirement pensioners will triple while the numlzércontributors is expected to
slightly decrease.

* Due to the combined effect of the above-mentionehabraphic factors and the
delayed effect of the indexing of career earnings/@€ars from now, the benefits-
to-earnings ratio is expected to begin increasiogensteeply starting around 2035
and the PAYG cost is projected to double from 15 gent to 30 per cent of
insurable earnings between then and 2055. Thid irepacts most significantly on
the Long-term Benefits Branch. During the projectperiod to 2055, the benefits-
to-earnings ratio of both the Short-term Benefitari8h and Employment Injury
Branch ranges between 1 to 2 per cent only.

» If the level of the contribution rate is maintainatits current level of 9.9 per cent
of insurable earnings, contribution income of th@NI' will be sufficient under
the base scenario to meet expenditures until 200840 again in the years 2012/13
(due to the planned increase of the ceiling of riakle earnings) to 2019/20.
Thereafter, part of annual investment income wallrbquired to meet the excess of

2 The minimum retirement pension would vary linedriym TT$2,000 to TT$2,500 in line with the
class of earnings used for the calculation of tesfon.
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annual expenditure over annual contribution incasueh that the reserve will
increase at a slower pace. The reserve funds gectd to begin decreasing in
2037/38 such that by 2045/46 they could be fullyleted.

» According to sensitivity tests, the financial balans significantly more vulnerable
to economic than demographic factors. In particult#ie reserve funds
accumulation is subject to significant fluctuatiotieat arise from volatility of
investment vyields irrespective of the capacity enayate the expected average
yield over a long period. Timing of fluctuations the investment yield would
potentially have a significant impact on the acclation of the reserve funds.

Obviously, the projected depletion of the NIBTTare& fund under the base scenario will
unlikely occur as the NIBTT authorities will surefylopt corrective measures in time to
prevent such an unfavourable situation.

Corrective measures relying on the increase o€¢imeribution rate are unlikely to be much
feasible beyond a certain level. This observagamade in reference to the experience of a
number of countries of relevance to Trinidad andagp where ageing is considered to
have reached its full impact and where it is offeand to be difficult to increase
contribution rates for social security benefit solee much beyond 20 per cent of insurable
earnings. This foreign experience is worthwhile dering in view of the projected long-
term PAYG cost rate of the NIBTT (see Table 3.2am@hapter 3). A PAYG rate of
around 30 per cent of insurable earnings would iregumaintaining assets that generate
steady investment income equivalent to 10 per oémsurable earnings, leaving 20 per
cent to be financed from contributions. Under tesuanption of a long-term investment
yield of 7 per cent, this would require a reservadf equal to approximately 1.4 times
insurable earnings. In this context, the presewueéll®f the NIBTT reserve would be
insufficient There is little empirical evidence available intora social security schemes to
assess the probability of success of such a furstnagegy.

The report presents the results under an altematienario whereby the contribution rate
could be increased in three stages, each beingimgpited at 15-year intervals starting in
2010/11. In the last stage covering the period f2840/41 to 2054/55, the contribution
rate would reach 23.9 per cent of insurable eaming

Corrective measures on the benefit expenditure isiclede the increase of the effective
retirement age, which is significantly lower th&e hormal retirement age of 65. This is an
issue that needs to be addressed sooner thanlfateed, while the law stipulates a normal
retirement age of 65, a full pension can effecyivieé paid at age 60. This is early by
international standards, especially compared tb-ligome countries.

As far as recommended improvements to the levekeogfit protection are concerned, the
report analyses the financial impact of modificatido benefits that have been submitted to
NIBTT by the stakeholders. Whilst their relevanegies considerably from one to another,
the recommendations of this report focus only @nrttost desirable ones.

The impact of adjusting upward all pensions-in-pagitras of 30 June 2005 to account for
price inflation observed from 2000 to 2005 has beewdelled. The required adjustment to
compensate for the loss in purchasing power duefletion from 2000 to 2005 should be
approximately 25 per cent. In addition, projectiesults are presented for the case where
classes of earnings are similarly adjusted in luitl price inflation and more classes of
earnings are introduced with the aim of the ceilimginsurable earnings being at a level
that would match the goal of the NIBTT to protecoriers’ earnings up to a level
equivalent to two-times the national average wage.

viii
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Recommendations

In general terms, the recommendations focus onndesl to revisit the social security
income replacement objectives of the national $quatection system and subsequently
the means to achieve better harmonization of tHeipe and operations between the
NIBTT pension system and the Old-Age Pension progra to avoid inequities and
distortions. NIBTT could ensure that the respecties of the national insurance system
and the social assistance programme to the old/@lfeinderstood by all parties through a
consultative process with tripartite constitueAtslear policy on the income redistribution
role of the NIBTT could be agreed on so as to arat a balanced benefit design that
redistributes income through the minimum pensiortt@one hand, and that encourages
workers to continue contributing through the eageirelated feature of the pension
formula on the other hand. In addition, the polmyuld revisit up to what level of
individual earnings the national insurance systeuld replace insurable earnings. It
seems that the scheme should be redesigned soemsuce that both the objectives of
poverty alleviation, income replacement and ina&stito contribute are maintained for all
classes of earners. Such a policy could be dewéltearing in mind the contributory
capacity of employers and workers as well as thg-term financial sustainability of the
scheme that could not be endangered.

Although Trinidad and Tobago is not yet a partyatty social security instrument of the
ILO, when reforms are considered, the ILO encowsagalicy makers to refer to ILO
Convention No. 102 of 1952 on Minimum StandardSo€ial Security which still reflects
generally accepted principles of social securitshatinternational level.

The main recommendations of this report are asvid!

(1) Pensions-in-payment: Indexation for past inflation. Pensions-in-payment as of
30 June 2005 should be adjusted in line with pnflation that is observed to have
amounted to 25 per cent since the Sixth Actuaredi®v (2000). Recommended
tables are shown in Appendix IV.

(2) Earnings classes: Indexation for past inflation ad review of the system

a) Given the existing system of earnings classemamtained,_limits defining
earnings classes should be increased in line wiibe pinflation. These
adjustments should be applied as of January 2008.

b) The number of earnings classes should be inetlefasm 12 to 16 to ensure that
earnings of at least twice the national averageewaage covered. This measure
could be applied as of January 2008.

c) Given the capacity of computer facilities now adable, there is no
administrative reason justifying the maintenancehaf present earnings class
system. NIBTT should undertake a feasibility st@dymove to a system based
on the exact wages of workers to determine thdgibdity and benefit
entitlements.

(3) Minimum retirement pension: Adjustment for past inflation and other
improvements

a) The ILO recommends the increase of the levethef minimum retirement
pension to TT$1,500 to be applicable only to theidb@art of the retirement
pension.The projected long-term financial impact of thismediate measure

ILO/TF/Trinidad and Tobago/R.16 iX



(4)

(5)

(6)

(7)

appear limited as NIBTT reserves would be depletdd two years earlier than
under the base scenario, i.e. around year 2043744. contribution rate should
be increased to account for the financial impastilteng from this adjustment.
This recommendation should be read with the recamdia@on to consider the
need of further long-term increases to the contidiourate, as presented below.

b) The provision of the minimum pension as pregestivisaged substantially
diminishes the earnings-related nature of the NIBTHieme for at least the next
decade if nothing is done such that it almost tuhessystem into a flat benefit
system for retirement pensions. This inevitablyategly affects the credibility
of the public pension system among the generaliqubl

c) It is understood that the minimum retirementgpem will apply to fewer and
fewer new retirement pensioners as a result oafimication of the measure to
revalue career wages will mature. In the short tettme ILO recommends
considering an alternative to the minimum pensimvigion as modelled under
the base scenario — it assumes an increase fror, 00 to TT$2,000, as per
NIBTT request - which would mean applying a minimpension to the basic
part of the pension only.

Introduction of an automatic indexation mechanism. The current practice for the
adjustment of benefits-in-payment and the ceilingirsurable earnings follows an
ad hoc basis adopted every five years or so. It dwe respond to the needs of
benefit recipients and they see the purchasing pofweir benefits decreasing over
time. It is recommended that all NIBTT financialr@aeters governing benefit and
financing provisions should in future be adjustedrg year as well as on a basis that
refers to an easily identifiable public index that minimum takes account of price
inflation. The ceiling on insurable earnings cobkl adjusted according to a wage
index. The Central Statistical Office could enstinat proper statistical data on
earnings are published.

Increasing the contribution rate in the near future. Subject to adoption of the
ILO recommendation to increase the minimum pensibris recommended to
increase the contribution rate to 11.4 per ceimsirable earnings. Such an increase
should be implemented in January 2008. The correlpg rate under
implementation of the minimum retirement pensiontte base scenario would be
10.8 cent.

Ensuring long-term financial equilibrium. In the mid-term, due to population
ageing, pressure on the cost of long-term benisfizhavoidable. As the PAYG cost
rate at the end of the projection period in 2055 sor may be considered
unsustainable at a level near 30 per cent of ibdeirearnings, it is recommended
that a strategy be elaborated to adopt reformsthereiby way of increasing

contribution income and/or reducing benefit promisein order that the long-term
financial sustainability of the NIBTT be ensuredrtitular attention should be given
to the development of a strategy to gradually iaseethe contribution rate over the
next three decades whilst favouring the increagbefetirement age from 60 to 65
over time in small increments.

NIBTT proposals to improve longterm benefits. The ILO recommendations here
consist more into observations on the envisagednpetric reforms by the NIBTT

%t is recalled the base scenario used as an itidexaasis following an NIBTT request to increase
the minimum pension from TT$1,000 to TT$2,000 byukay 2008.
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whose financial impact has been assessed in thiext@f the present review whilst
more detailed comments can be found in Sectioi4.1.

a) The NIBTT proposals to increase the minimumreetent grant and the
minimum survivors’ pensions to widow(er)s and p#serare considered
desirable subject to appropriate funding.

b) The NIBTT proposals to modify the earnings bafsis the calculation of
retirement, invalidity and survivors’ pensions dackligibility conditions are not
recommended in a piecemeal manner. This shouldnblysed in the broader
context of a reform of the pension formula.

c) The NIBTT proposals to change eligibility reauritents for survivors’ benefits
and the link between invalidity and retirement aoé recommended.

(8) Improving benefit protection in case of sickness, aternity and employment
injury

a) Eligibility provisions for sickness and mateynibenefits require that ten
weekly contributions be accumulated in the 13 wemlexeding occurrence.
These should be reviewed to improve the propomibaligible persons while
avoiding risks of abuse. An analysis of the prsfité workers who have been
denied rights on eligibility grounds should be umaken to identify the
provisions that would satisfy the needs of worksrseasonable cost.

b) An insured person suffering a work injury candaccess to benefits by virtue
of work legislation in addition to those paid betNIBTT. NIBTT should seek
to harmonize its legislation so as to avoid riskbfise or overcompensation.

c) The objectives of income replacement at retirdmage for disability
pensioners due to work-related injury should beifetéa. An injured worker
should not be penalized at retirement age becaulkrs® of earning capacity
due to a work accident.

d) At the request of NIBTT, this actuarial valuatianalyses the financial impact
of certain changes to sickness, maternity and empat injury benefits
(Sections 4.1.2 and 4.1.3). Increase of the magegnant from TT$4,000 to
TT$5,000, use of the father's contribution recotdsdetermine eligibility to
maternity grants and doubling the maternity grarddse of multiple births and
reimbursement of magnetic resonance imaging exdimingto injured workers
are considered desirable improvements that shaallnplemented subject to
appropriate funding. Payment of full salary forumyj allowance benefit is not
recommended.

(9) Improving funeral grants. At the request of NIBTT, this actuarial valuation
analyzes the financial impact of certain changesineral grants. An increase from
TT$4,000 to TT$5,000 and the awarding of a fungraht not higher than TT$2,500
at death of insured’s spouse and child are coresiddesirable improvements that
should be implemented subject to appropriate fundin

(10) Administrative expenditure. Section 22 of the National Insurance Act stipedat
that administrative expenditure should not excded dctuary’s recommendations
made during periodic reviews of NIS.

a) Actuaries can provide significant advice in aBpects of social security
schemes. However, in the matter of administratkeaditures especially when
the administering entity has reached a certairestagnaturity, it is questionable

ILO/TF/Trinidad and Tobago/R.16 Xi



(11)

(13)

whether the Actuary’s opinion should be given pderee over the combined
efforts of budget people and the governing bodg ebcial security institution.
Thus, it is recommended that the appropriatenegeofion 22 of the National
Insurance Act be reviewed. It is noted that an adstrative review of the

NIBTT is presently undertaken by the ILO and cofddmulate more specific

recommendations in this respect.

b) Table 4.5 provides a forecast of the ratio ofdf¢ expenditures to contribution
income beyond the next actuarial review. The rgtimvided can be considered
as reasonable benchmarks around which fluctuatiande expected.

Adjustments and improvements related to financial satements. The financial
statements illustrate separate accounts that ametaimed for each of the three
benefit branches. The recommendations on parasnigtethe allocation of income
and the maintenance of reserves are as follows:

a) Subject to the application of a 11.4 per centrdoution rate, the recommended
allocation of contribution income between benefarithes as of financial year
2007/08 and thereafter is: 89 per cent to the Ltengr Benefit Branch, 6 per
cent to the Short-term Benefit Branch, and 5 pet t@the Employment Injury
Benefit Branch.

b) It is recommended that administrative expenditbe distributed by benefit
branch according to contribution income and benefpenditure in equal
proportions until a more accurate system can beldped.

¢) The Accumulated reserve is considered to beestit) misinterpretation since it
can cause readers of the financial statementslievbeNIBTT is in a surplus
position when in fact it is not. It is recommendeceliminate it and to apply the
following coefficients to benefit expenditures tetefmine reserve funds by
benefits branch: 2 for the Short-term Benefit Braaod 10 for the Employment
Injury Benefit branch and the remaining excessnabme over expenditures
allocated to the Long-term Benefit Branch.

Internal actuarial expertise of NIBTT for strengthening NIBTT financial
governance. It is recommended that NIBTT permanently integrate Actuarial
Department in its administrative structure. ltserahould be clearly defined to
include, inter alia, the regular monitoring of NIBTexperience, especially for the
Long-term Benefits Branch (LTBB). It is recommend®dstrengthen NIBTT in-
house actuarial expertise. The ILO remains availablprovide support and other
forms of capacity-building support on an ad hod$as

Xii
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Introduction

Section 70 of the Trinidad and Tobago National tasge Act 35 of 1971 requires an
actuarial review of the National Insurance Syst&iS] at intervals not exceeding five
years. The present actuarial review covers theabs-period up to 30 June 2005. The
previous review covered the 5-year period prioB@oJune 2000. The main objectives of
this review include assessing the long-term finaincondition of the National Insurance
Fund (NIF), studying possible ways to improve citmiion and benefit provisions and
formulating recommendations, where appropriate. ptesent report focuses as well on
the specific issues raised at the request of tiBa NI

This report has been prepared by the Internatibaldur Office based on the information
provided by the NIBTT and through the first pha$el® technical cooperation project
entitled “Seventh Actuarial Review of the Natioh@durance System and Feasibility study
on the extension of social security to the selfdorygd” between the NIBTT and the
International Labour Organisation. The Director-&meh of the ILO appointed Mr. Gilles
Binet, Senior Actuary, and Mr. Charles Crevier, usrfal Assistant, to complete this
actuarial valuation and to prepare the draft ofghesent report. The actuaries worked in
close cooperation with Mr. Aftab Ali, Actuarial Alyat at the NIBTT.

Mr. Binet and Mr. Crevier were on mission in Triadland Tobago from 17 to 30 June
2006 to gather and study statistical data and nmédion on the social security system, all
of which was ably supplied by the Institution’s fEté&Subsequently, the model of the
International Financial and Actuarial Service ofe thLO was used to prepare the
demographic and financial projections associatdti thie actuarial valuation. The draft
report was submitted to the NIBTT in March 2007 angsented by Mr. Binet who visited
Trinidad and Tobago from 12 to 18 June 2007. Mrvierevisited Trinidad and Tobago
from 28 May to 2 June 2007 to deliver the ILO-FACT8del files adapted to the case of
NIBTT and to provide hands-on training to Mr Ali wihas been able to carry out some
actuarial projection runs with the assistance efltfD actuaries.

This report is divided into two parts — the maipad and the appendices. Chapter 1
presents an experience analysis of the five-yeaoghé&om 1 July 2000 (corresponding to
the beginning of the projection period of the poes actuarial review). Chapter 2
discusses the demographic projections of the gepeplation and the macro-economic
framework relevant to the NIS and presents themehepecific actuarial bases as at the
valuation date. Chapter 3 presents the demograptidinancial projections according to
the current provisions of the scheme. Chapter 4gmts the demographic and financial
projections according to certain specific changeddnefits referred to in the Terms of
Reference and analyses several policy issues. ppendices contain a summary of key
NIS contribution and benefit provisions, a desdoiptof the methodology used for the
valuation, key data inputs and assumptions, arysisabf the experience during the inter-
valuation period, and detailed tables of NIS firendéor the five financial years ending
30 June 2005. This report has been reviewed byLtbeSocial Security Department and
comments and amendments received from Departmeawrictdi, Deputy Director, the
actuaries of ILO-FACTS as well as from the departtak coordinators on policy,
legislation and international labour standards.

The Director-General of the ILO would like to expse his appreciation to
Mr. Jeffrey McFarlane, Executive Director of theBNIT, and its Executive Committee for
the cooperation of the Institution in providinganfation and timely support to the ILO
actuaries. Mr. Aftab Ali offered invaluable and &y assistance.
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1. Review of experience

The financial year of the National Insurance BoafdTrinidad and Tobago runs from
1 July to 30 June of the next year. The inter-viiddaperiod covers the financial years
2000-01 to 2004-05. NIBTT financial statements pntsletailed data for each of the three
branches of the social security system: long-teshgrt-term and employment injury
benefits. Current accounting policies allocate &ssetween five funds, one for each of the
three benefit branches, and two reserves: theuatrah of assets reserve, which consists
of unrealized gains on investments, and the acabedireserve is a kind of a balance item
connected with benefits funds. The accounting pdiclarify that benefits funds do not
represent the Board'’s liability to beneficiariesisIshould be interpreted as a reference to
the concept of liability under a fully funded systelndeed, such benefit funds do not

correspond to the present value of pensions-in-paygnand the acquired rights of
participants.

This chapter discusses the evolution of the firersituation of National Insurance System
(NIS) since the last actuarial valuation.

1.1 Long-term forecast of previous actuarial review

Chart 1.1

According to the previous actuarial review, NISedsswvill accumulate until 2040-41 and
then start to decrease as shown in Chart 1.1. Mzdst is available beyond financial year
2049-50, but one can expect from the data thatfulheé would be exhausted in the
following decade. In the process, reserves areugthdtransferred to benefits funds when
needed according to the accounting policies prexpdt 30 June 2005. Financial results of
inter-valuation period deal with a relatively shpdriod of time, 2000 to 2005. However,
the results will influence the forecast covering thmaining period, 2005-2050.

Balance sheet data - end of financial year (previous actuarial review) - TT$ billions (nominal)

140

100

60

20 1

C

1997 2002 2007 2012 2017 2022 2027 2032 2037 2042 2047

Benefits funds _ Reserves Assets

* Copy of Chart 1 froniReport by the Government Actuary’s Department omsBHI| of the Review of
the National Insurance System of Trinidad & Tobagat 30 June 200@ondon, UK, p.12.
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1.2  Highlights of financial experience

Table 1.1

Table 1.2

A comparison of the financial forecast of the Sixffctuarial Review with the
corresponding data of the balance sheet is presenfeable 1.1. In that table, minor items
not relevant to this review, namely survivors’ biEnkinds and other liabilities are not
considered.

Evolution of funds at 30 June (millions of TT$)

2000 2001 2002 2003 2004 2005
Forecast from Sixth Review
Assets 6,330 7,166 8,074 9,084 10,010 11,061
Benefits funds 3,173 3,416 3,462 3,528 5,982 6,791
Reserves 3,157 3,750 4,612 5,556 4,028 4,270
Benefits funds / Assets (%) 50% 48% 43% 39% 60% 61%
Financial statements
Assets 6,330 7,129 8,240 9,599 11,747 13,076
Benefits funds 3,173 3,399 3,666 3,804 6,810 8,718
Reserves 3,157 3,730 4,574 5,795 4,936 4,358
Benefits funds / Assets (%) 50% 48% 44% 40% 58% 67%

Assets have increased more rapidly than forecasthd. benefit funds also show a

significantly higher increase than anticipated, ahhimirrors the excess of benefit

expenditure over that forecasted. Indeed, fundegpeessed as benefit expenditure during
the year times a coefficient based on recommenaafrom the actuarial review.

Table 1.2 shows consolidated revenue and expeaditr all branches. Miscellaneous
income and expenditure, which represent minor ansglare not included in the table.
Details of the income and expenditure statemewtslaown in Appendix lIl.

Revenues and expenditures (millions of TT$)

2000-01 2001-02 2002-03 2003-04 2004-05

Forecast from Sixth Review

Contribution income 740 753 790 890 1,029
Investment income 519 586 660 734 811
Benefit expenditure 374 380 388 642 729
Administrative expenses 48 51 53 54 56
Financial statements

Contribution income 761 799 870 941 1,173
Investment income 594 650 652 752 696
Benefit expenditure 376 403 430 752 944
Administrative expenses 50 62 60 86 83

The application of recommendations from the lastiatal review regarding indexing of

benefits and increase to the ceiling of earningd &nthe contribution rate generates
significant increases to benefit expenditure anardaution income of 2003-04 and 2004-
05 (see Chart 1.2). Recommendations were appli¢hkisecond half of 2003-04 and had
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Chart 1.2

full impact in 2004-05. Contribution income incredsby 54 per cent from 2000-01 to
2004-05 while the increase of benefits was 15Qcpat in the same period.

Evolution of contributions and benefits (all funds)

——— Contr. income observed —— Benefits exp. observed
— -A — Contr. Income expected Benefits exp. observed

1,400

1,200

1,000 f

800 -

TT$ million
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400 -

200 A
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Chart 1.3 shows for each financial year the coutidim of income and expenditure to the
excess of anticipated assets at 30 June 20050ltradludes the impact of unrealized gains
on available-for-sale assets (revaluation of apdatsugh they are not included in the
income and revenue expenditures. According to adooy standards, they flow directly
into the balance sheet. Accounting standards stipuhey should be considered as gains
or losses in the year they are realized by saleefleeless, NIBTT has recently started to
publish in its financial statements a key perforomindicator of investment yield taking
into consideration those gains in addition to thbsesed on realized gains only. In
Chart 1.3, the bar showing the distribution of Huairces of deviations in each financial
year has the same size. Consequently, it has atorelwith the size of the total deviation,
which is indicated separately according to thetragis.
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Chart1.3

1.3

Proportion of total deviation

Sources of deviations of the forecasted increase of assets from 2000 to 2005
= Contribution income (LA) I [nvestment income (LA)
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Note: LA means left axis.

RA means right axis.

The revaluation of assets from 30 June 2000 tauB@ 2005 is the most important source
of deviations contributing to the increase of asstbtat is TT$2,075 million. The previous
actuarial review did not consider explicitly anyrieion of the revaluation of assets. It can
probably be concluded that the long-term impactebéirns of equities in the investment
mix was considered in the long-term investmentdyadsumption.

The net impact of the other four items is a defaiT T$96 million, which is low in terms
of the initial fund of 6,330 million. However, tlteficit is the net result of more significant
deviations that cancel each other out. Benefit edjptere and administrative expenses
were higher than forecasted, but this unfavourdbigation has been offset by favourable
deviations of contribution and investment incomenaghg these, the deviation related to
benefit expenditure, which increases over the inédmation period and reaches 29 per
cent in 2004-05, raises concerns. This is due $@ificant deviation in the number of
pensioners.

The trend of benefit expenditure has changed unfaady, but NIS funds have benefited
from the good performance of the economy througlestments in equities. Overall, the
financial situation has weakened slightly in reatto the forecast, the ratio of reserves to
total funds being 33 per cent instead of 39 pet atethe end of the inter-valuation period.
Decrease of this ratio is seen as a deterioratfothe financial situation because less
money remains available in the future for transfebenefits funds. A larger than expected
increase in benefits funds is solely an indicatiat expenses are higher than forecasted.
The revaluation reserve has become the major coempasf reserves and its ratio over
assets has increased from 11 to 20 per cent dilméngeriod.

NIS demographic data

Chart 1.4 shows the ratio of the observed numbeppofributors and beneficiaries over the
expected ones.
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Chart1.4  Ratio of observed contributors and beneficiaries over expected ones
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Long-term benefit recipients have increased by 88 gent by the end of the inter-
valuation period over that forecasted. The dewata the retirement pensioners is 46 per
cent. Such deviation over a short time period li&iag. One explanation is related to a
change in behaviour following the enactment of thmimum retirement pension of
TT$1,000 in 2003/2004. During that year, particigganho could have received a pension
for many years but did not, because the pension taaslow, applied to the Board.
Significant arrears were paid to some of them.

The deviation related to the number of contribuisrsf interest. Though the 1.31 ratio in
2004-05 indicates a significant deviation, it halsmvated impact on contribution income,

which is higher by only 14 per cent than that expecThis may be due to lower wages
than expected or a smaller number of contributiemnagals by participants.

The apparent immaterial deviation for short-termdfiiaries hides two offsetting trends.
Firstly, the ratio for sickness benefits is 0.712@04-05 while the ratio for maternity
allowances and grants averages 1.52. It seem<hiaaiges have occurred either in the
behaviour of users of the compensation system atr ddministration procedures have
changed. Regarding the maternity benefits, abokstirof loss of earnings criteria seems
to explain more than half of the deviation. Forthbtpes of benefits, the average cost per
beneficiary has increased more than expected.

The employment injury ratio is stable over the wadilon period, which seems to indicate
stability of experience. Interpretation of demodnmapdata is more difficult for this branch
because of the lack of detailed information inphevious valuation by type of benefits.
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2.  Population and economic projections

Future income and expenditure of NIS will be clgdaiked to changes in the size and age
structure of the population, employment levels,necoic and wage growth, inflation, and
rates of return on investments. Therefore, to bstinate future NIS finances, projections
of Trinidad and Tobago’s total population and ecuiwactivity are required. Population
projections provide estimates of the size and caitipo of the labour force, while
projections of gross domestic product (GDP) andkeroproductivity growth indicate how
many workers will be active in the economy and wtheir likely incomes will be. Since
these factors are both directly and indirectly nrekated — for example, changes in
population directly affect the economy and econom@formance impacts personal
behaviour such as migration — population and ecénpnojections are performed together
to ensure that interrelated assumptions used peoclugsistent results.

For this review, 50-year projections of the popolat economy and NIS finances have
been performed. The assumptions for these projectiave been developed following an
analysis of past trends and a review of plausiotaré experience. The population and
economic projections are an intermediary step tvelé|S projections. A summary of the
assumptions and projections related to general geapbics and economics is discussed.
Further details may be found in Appendix Il.

2.1 Demographic assumptions

The determinants of future population changes ardlify, mortality and net migration.
Fertility rates determine the number of births, levlmortality rates determine how many,
and at what ages people are expected to die. Ngtati@n represents the difference
between the number of people who permanently emerdeave Trinidad and Tobago and
is the most volatile of the three factors. Threenstios of population forecasts were
developed. One of them is the base scenario arskd assumptions that are considered to
be the most plausible ones. Alternative scenanothé base one are designed with the
objective of determining the range of potential iddons, which are a younger and an
older population.

The last official population census took place @@ in which the resident population was
estimated at around 1,262,000. The projection poetarts in 2001. Estimations of the
population made by the CSO for the years 2000 t052@ combination with other
statistical indicators have been used to checkadiveonsistency.

The total fertility rate (TFR) represents the ageraaumber of children each woman of
childbearing age would have if she had all herdehit in a particular year. If there is no
migration, a TFR of 2.1 is required for each getienato replace itself. The TFR has been
fairly stable since the mid-1990s fluctuating amdun75. The base scenario assumes that
this pattern will remain constant over the projaetiperiod and it corresponds to the
medium variant projections of the United Nationdtefative scenarios are based upon
United Nations low fertility and high fertility vant projections.

Life expectancy and improvements in mortality assuaned to occur in accordance with
UN estimates. While deaths due to HIV and AIDS hawetbeen explicitly accounted for,
the rate of mortality improvements chosen considies effects of the HIV/AIDS
pandemic. For the base scenario, life expectanbirthtin 2005 is 67.7 for males and 72.5
for females. Life expectancy at advanced ages keyadriver of the cost of retirement
pensions. At age 65, it is 15.0 and 16.9, respelgtifor males and females in 2005.
Mortality improvements follow under the base scanare based on the middle increase
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pattern of UN. The pattern of slow improvementsgdi for the young population scenario
and the pattern of fast improvement for the oldydation scenario.

Net migration was set at 0 over the projectionguktinder all scenarios.

2.2 Economic assumptions

The economic projections prepared for this rep@sueme, for the short-term, rapid
economic growth under significant inflationary mees, which reflects the recent trends
and expectations for the future. This pattern iasgld out over a ten-year period after
which a robust and stable economic growth is asdurmabour force participation and
unemployment rates by age are kept at the lev@066 for the entire projection period.
The following table indicates the principal demqura and economic assumptions used in
this actuarial review. GDP growth is the combinesluit of productivity and employment
variation. Further details may be found in AppenidliXn this table, reference is made to
calendar years, instead of NIBTT financial yeatse Thvestment of the fund is the sum of
4 per cent and inflation for all years. Thus, tieg-term real rate of return is 3.9 per éent

Table 2.1 Principal assumptions for population and economic projections (base scenario)

Total fertility rate 1.76 constant for the projection period
Mortality improvements' Middle variant UN projections
Net migration 0 for the projection period

Decreasing linearly from 5.0 to 1.5 over
10 years and remaining constant at 1.5.

2005 to 2006 6.9
Real GDP growth (%) 2010 to 2011 4.2
2016 and over Average of 1.1
2005 to 2006 6.5
Inflation (%) 2010 to 2011 4.1
2016 and over 3.0pa.

Age specific participation rates constant at 2005

Labour force participation level for the projection period

1 United Nations, 2004.

Chart 2.1 shows the pattern of key economic asgangpbver the projection period. The
average gross wages increase is not fully stalilr 2016 due to differences in the
evolution of the total population and the labouctn

®[(1.07/1.03)-1] x 100
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Chart21  Economic assumptions
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An alternative scenario based on the economic fnarieof the previous valuation, which
assumed stable conditions within a low productidtywironment, is used for sensitivity
analysis. Salary increases and price increasessetmnstant at 4 per cent. The nominal
investment yield is constant at 8 per cent, whiohrasponds to a real rate of return
equivalent to the long-term rate of return underlthse scenario.

2.3 Projection results

The following chart illustrates Trinidad and Tobagprojected population up to 2055

separated into the three main age categories:rehildvorking-age and pension-age. The
changes in the relative size of each age grouprebliet is observed that there are fewer
children and more pension-age people, illustrage firecasted ageing of Trinidad and
Tobago’s population.
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Chart 2.2

Projected general population, 2005 — 2055
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Table 2.2 presents population projections for theebscenario. Highlights are:

The total population will increase to 1,495,4h52035 and then will initiate a slow
decrease.

The population will increase over the projectpmtiod by 11 per cent, but the number
of pension-age people will practically quadruple.

Around 2040, Trinidad and Tobago will have morengion-age residents than
children.

The number of working-age people for each peragmresident will fall from 9.3 to
2.3.

10
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Table 2.2 Projected general population, 2005 - 2055 Base scenario

Age Ratio of

Year Total persons 16-59
0-15 16-59 60 & over to 60 & over

2005 1,309,619 305,432 906,858 97,329 9.32
2006 1,320,242 300,832 919,951 99,459 9.25
2007 1,331,094 297,648 931,694 101,752 9.16
2008 1,342,093 295,855 941,935 104,303 9.03
2009 1,353,142 295,305 950,594 107,243 8.86
2010 1,364,134 295,772 957,715 110,647 8.66
2011 1,374,960 297,040 963,420 114,500 8.41
2012 1,385,524 299,011 967,692 118,821 8.14
2013 1,395,728 301,608 970,602 123,518 7.86
2014 1,405,485 304,498 972,546 128,441 7.57
2015 1,414,725 307,282 973,942 133,501 7.30
2020 1,451,513 309,061 981,361 161,091 6.09
2025 1,473,666 292,281 986,902 194,483 5.07
2030 1,486,997 271,747 984,708 230,542 4.27
2035 1,495,415 260,275 983,972 251,168 3.92
2045 1,490,441 255,073 940,078 295,290 3.18
2055 1,448,263 238,837 845,013 364,413 2.32

As pension payments to the elderly already repté&eper cent of benefit payments under
the NIS, the above projected change in the popuatge structure will bear very
significant long-term consequences on the NIF. Rdjmn ageing will also create major
challenges for the Government, as an older soaciglfyplace increased and different
demands on physical infrastructure, health and roleeial programmes. Therefore,
proactive measures by both Government and the Mi®eguired to ensure that the needs
of future generations will be sufficiently met.

Tables 2.3 and 2.4 present the two other scenar@wsely the young and old population.

ILO/TF/Trinidad and Tobago/R.16 11



Table 2.3 Projected general population, 2005 — 2055 Young population scenario

Age Ratio of

Year Total persons 16-59
0-15 16-59 60 & over to 60 & over

2005 1,309,740 305,664 906,801 97,275 9.32
2006 1,320,516 301,273 919,865 99,378 9.26
2007 1,331,616 298,399 931,575 101,642 9.17
2008 1,342,972 297,036 941,777 104,159 9.04
2009 1,354,506 297,052 950,392 107,063 8.88
2010 1,366,130 298,238 957,465 110,427 8.67
2011 1,377,745 300,391 963,118 114,236 8.43
2012 1,389,253 303,422 967,328 118,503 8.16
2013 1,400,564 307,259 970,169 123,136 7.88
2014 1,411,596 311,575 972,035 127,986 7.59
2015 1,422,282 315,974 973,346 132,962 7.32
2020 1,469,272 328,468 980,439 160,365 6.11
2025 1,506,800 325,809 987,211 193,780 5.09
2030 1,541,209 322,621 989,808 228,780 433
2035 1,575,711 330,659 998,254 246,798 4.04
2045 1,631,495 358,460 988,506 284,529 3.47
2055 1,673,546 367,720 954,244 351,582 2.71

12

ILO/TF/Trinidad and Tobago/R.16



Table 2.4 Projected general population, 2005 - 2055 Old population scenario

Age Ratio of

Year Total persons 16-59
0-15 16-59 60 & over to 60 & over
2005 1,309,941 305,373 907,081 97,487 9.30
2006 1,320,652 300,676 920,281 99,695 9.23
2007 1,331,554 297,330 932,145 102,079 9.13
2008 1,342,550 295,299 942,520 104,731 9.00
2009 1,353,529 294,419 951,324 107,786 8.83
2010 1,364,373 294,453 958,601 111,319 8.61
2011 1,374,963 295,178 964,470 115,315 8.36
2012 1,385,165 296,507 968,909 119,749 8.09
2013 1,394,869 298,354 971,987 124,528 7.81
2014 1,403,989 300,381 974,101 129,507 7.52
2015 1,412,449 302,182 975,669 134,598 7.25
2020 1,443,461 297,045 983,946 162,470 6.06
2025 1,457,404 270,426 989,429 197,549 5.01
2030 1,459,399 237,511 984,789 237,099 415
2035 1,452,140 212,997 978,373 260,770 3.75
2045 1,407,848 190,790 909,700 307,358 2.96
2055 1,328,687 164,299 776,181 388,207 2.00
ILO/TF/Trinidad and Tobago/R.16 13






3.

3.1

National Insurance financial and
demographic projections

This Section presents and analyses projectionseofNtS up to 2054-2055. The purpose
of these projections is to identify long-term trenr contributions, benefits and the
reserve, so that the financial viability of the Nty be assessed. These projections are
based on results of the population and economigiions presented in Section 2 and
several NIS-specific assumptions. It considersctir@ribution and the benefit provisions
in place at 30 June 2005 and the changes to thes land the number of classes of
earnings recommended in this report. Those areplegmeters of the scheme as they are
used to index pensions and determine the revalaeeecaverage salary, used in the
calculation of long-term pensions, as well as thiérgy of insurable salaries.

Update of key parameters

3.1.1 General considerations

NIBTT policy objective is to maintain the relevanmethe level of coverage and the value
of contributions and benefits to economic cond#io@iven the design of the system, the
technique that has been used in the past to réatloljective was to increase the limits
and the number of classes of earnings.

Generally speaking, increases of limits of clasge=sarnings have reflected the increase in
the consumer price index. Unless conversion fadtora previous and new sets of tables
distort the process, and such distortion has hagghehe periodic adjustment ensures that
both past earnings of contributors and pensiongsearglued according to price inflation.
This process fails to ensure full maintenance efrtlevance of the scheme. Because over
long periods of time salaries increase more raptiaiyn inflation, indexation of earnings
class limits is not sufficient to provide retiremigrensions that properly reflect workers’
wages over their lifetime career and to maintam rédistributive feature of the scheme.
Another impact of indexing limits according to @idnflation is the shrinkage of the
proportion of workers whose total earnings are sssd#@le unless the number of classes of
earnings is increased until the desired ceilingeeched. It would not be appropriate to
increase the intervals of earning classes becahuise would generate unacceptable
distortions within the classes.

If the limits of the classes of earnings were adidso a wage index, the consequence
would be that salaries and pensions would varyrdaog to wage variations rather than
price inflation, which is more costly. Under therreint earnings class system, adjusting
the limits of classes of earnings according to geniadex would have the consequence of
adjusting pensions to wages unless intricate ceieifactors between successive tables
are created or the link between the earnings dckssnset of a pension and future
adjustments to the pension is abandoned.

3.1.2 Adjustment of key parameters

In the current actuarial review, it is recommenttethcrease the limits of earnings classes
according to the change in the consumer price irider 2000 to 2005, which is 25 per
cent. Use of price inflation is consistent with fpaiactices. This is seen as a minimum to
maintain the relevance of the scheme. The projestonsider the proposal of the NIBTT
to set the monthly minimum pension for retiremenT@$2,000 for the lowest class of
earnings and to increase it linearly to TT$2,500 tfte highest class. This minimum
pension is kept constant for the projection periBdmpared to the current minimum
monthly pensions of TT$1,000, this is a materialéase.
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The ceiling of earnings is set at two times therage salary, an objective expressed by the
NIBTT. On the basis of available information, theeeage monthly salary has been
estimated at TT$4,300 in 2007-2008 when the newamater will be applied. Thus, the
monthly ceiling applicable on 1 January 2008 is Td,$00 and four new classes of
earnings are added to the current tables. Appeiigresents contribution and benefit
tables corresponding to the above recommendations.

It has been assumed that indexing of pensions rcr@dses to the ceiling of insurable
salaries would occur during the projection periodrg five years. Then, the adjustment
following the next actuarial review would be implented on 1 January 2013 and so on.
This reflects usual practice, though is not coesistwith ILO recommendations to
implement annual automatic indexing as discusded ila Section 4.

3.2 Projection results

Chart 3.1

For accounting purposes, NIBTT presents the fir@meisults under three branches: long-
term benefits, short-term benefits and employmefiry benefits. Provisions exist for
transferring reserves between branches and changiogme allocation. Financial
statements also comply with the requirements tal laoreserve for unrealized gains on
assets. In this section, it is generally considenede convenient to show the evolution of
all assets irrespective of their allocation by fuRthancial projections assume the current
contribution of 9.9 per cent is maintained over fmjection period. In Chart 3.1,
evolution of assets is shown until the fund is degl.

Projected assets at 30 June, 2005 to 2046
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Asset§, are expected to continue growing through the 2480’s, reaching about five

times their 2005 level in current TT$. In consta@05 TT$, assets reach their peak a little
bit earlier at more than double their 2005 levelthe contribution rate is not increased
periodically, reserves will reach their maximumdewhen total expenditures first exceed

® The word “assets” is used to refer to the amofimaney that is accumulated. In the balance sheet
such assets are allocated among reserves or farttie diability side.
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Table 3.1

Chart 3.2

total income. Thereafter, assets will have to bd Bpmeet expenditures and reserves will
decrease quickly as the liquidation of investmerustinues. The long-term financial
sustainability needs to be addressed sooner rdthendater.

The following table summarizes the years in whiely kinancial events are expected to
occur.

Key projection results

Year
Year expenditure first exceeds contribution income! 2008-2009
Year expenditure first exceeds total income 2037-2038
Year reserves depleted 2045-2046

! This phenomenon does not maintain itself forewedeed, contribution income becomes higher
than expenditure again in 2012-2013 until 2019-2020

When compared with the Sixth Actuarial Review inietha large but rapidly decreasing
balance is available at the end of the projectienod (June 2050), the above projections
indicate a significant change in the financial &iton. One of the reasons for this is the
implementation of a minimum old-age pension of T,08® per month in 2008. If the
minimum were to be maintained at TT$1,000, dephetibthe fund would be deferred to
2049-2050.

Chart 3.2 shows the ratio of assets to benefit @hdinistration expenditure (funding
ratio). Due to the implementation of the minimurntiresnent pension on 1 January 2008,
which has a material impact on benefit expendittive ratio decreases sharply in financial
years 2007-2008 and 2008-2009. It remains staltecle® 8 and 10 for about 15 years and
then starts a steadily decreasing pattern for 20sye

Ratio of assets to benefit and administration expenditure (funding ratio)

1B = mmmm e e e

0 T T T 7T T T 7T T T 7T T T 7T T T T T T T 7T T T 7T T T 7T T T 7T 1T T 1

2005 2010 2015 2020 2025 2030 2035 2040 2045

Numerical details of the financial and demograpirigjections are provided in Tables 3.2
to 3.5. For selected years from 2005-2006 to 208B2these tables show:
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- projected benefit expenditure by major benefit typ@T$ and as a percentage of
insurable wages and GDP, and

- projected income and expenditure, year-end resemveshe reserve-to-expenditure,

- projected number of contributors and pensionengday and major benefit type.

Table 3.2  Projected benefit expenditure, 2005-2055 (millions of TT$)
y Pensions, grants & benefits Benefits as a % of:
ear
Retirement Invalidity  Survivors' Short-term Work injury Total Insurable wages  GDP
2005-2006 757 28 117 83 38 1,023 75 0.99
2006-2007 791 34 128 87 43 1,083 75 0.94
2007-2008 1,290 43 151 105 50 1,639 8.8 1.29
2008-2009 1,837 53 177 123 61 2,251 97 161
2009-2010 1,931 59 191 131 70 2,382 97 156
2010-2011 2,033 65 207 138 77 2,520 9.8 152
2011-2012 2,149 72 225 144 83 2,673 10.0 150
2012-2013 2,258 100 295 177 106 2,936 8.4 1.54
2013-2014 2,370 106 316 185 119 3,096 85 153
2014-2015 2,498 112 339 192 129 3,270 8.6 1.53
2019-2020 3,439 181 555 238 200 4,613 94 173
2024-2025 5,129 247 851 283 287 6,797 11.3 2.03
2029-2030 7,461 365 1,262 346 398 9,832 12.9 233
2034-2035 10,738 546 1,818 433 540 14,075 14.7 2.69
2044-2045 24,282 901 3,497 641 919 30,240 21.9 3.04
2054-2055 46,110 1,069 6,299 908 1,414 55,800 285 5.05
The pattern of the ratio of benefits to insurabkges is worth consideration. It increases
from the beginning of the projection period unfil12-2012, when implementation of the
minimum retirement pension of TT$2,000 has the nogiact. Then the ratio decreases
when the ceiling of earnings is raised in 2012-2848 starts increasing again in the ninth
projection year. As benefits increase smoothlyg gattern is entirely due to the insurable
salaries that would materially increase in finahgiear 2012-2013 when the ceiling of
earnings is adjusted to recognize the significal#trg increases in the previous years under
the base macro-economic assumptions.
Chart 3.3 desegregates the ratio of benefit expanedio insurable earnings by branch. The
steady increase in the employment injury perceniageslated to the maturing of the
disability pensioners. The maturing process ioag ks for the long-term benefits scheme
because such pensions are paid for life. The p&genfor the short-term benefits
decreases because grants follow price inflation¢chvis smaller than wage increases. The
cost for the Short-term Branch has reached fulunigt
18 ILO/TF/Trinidad and Tobago/R.16



Chart 3.3

Benefits as a percentage of earnings
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Note:

LA means left axis.
RA means right axis.
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Table 3.3  Projected income, expenditure and reserve, 2005-2055
Revenue Expenditure Assets
Yeat Coptribution Inyestment Total Benefits Adm&in(i)?:\r:rtive Total Excess of Year-end Nglr}::)eer:t(;/fetgpse >
income income expenses r:;’sg;’gi&\;gr expenditure
2005-2006 1,314,268 1,408,829 2,723,097 1,022,705 92,529 1,115,234 1,607,863 14,683,621 13.17
2006-2007 1,431,504 1,443,785 2,875,289 1,082,732 99,918 1,182,650 1,692,639 16,376,260 13.85
2007-2008 1,837,234 1,459,741 3,296,975 1,638,477 107,110 1,745,587 1,551,388 17,927,647 10.27
2008-2009 2,291,695 1,550,540 3,842,235 2,250,913 114,372 2,365,285 1,476,950 19,404,597 8.20
2009-2010 2,425,364 1,635,351 4,060,715 2,380,922 121,646 2,502,568 1,558,147 20,962,744 8.38
2010-2011 2,550,482 1,719,561 4,270,043 2,519,937 128,877 2,648,814 1,621,229 22,583,973 8.53
2011-2012 2,651,147 1,800,402 4,451,549 2,673,026 136,007 2,809,033 1,642,516 24,226,488 8.62
2012-2013 3,447,431 1,898,631 5,346,062 2,935,481 142,978 3,078,459 2,267,603 26,494,091 8.61
2013-2014 3,606,062 2,015,418 5,621,480 3,095,214 149,732 3,244,946 2,376,534 28,870,625 8.90
2014-2015 3,750,781 2,129,098 5,879,879 3,269,513 156,208 3,425,721 2,454,158 31,324,783 9.14
2019-2020 4,836,760 2,948,331 7,785,091 4,612,857 188,265 4,801,122 2,983,969 45,085,158 9.39
2024-2025 5,983,864 3,960,438 9,944,302 6,797,784 221,267 7,025,051 2,919,251 60,017,536 8.54
2029-2030 7,541,898 4,843,716 12,385,614 9,832,321 274,427 10,106,748 2,278,866 72,757,227 7.20
2034-2035 9,501,503 5,340,669 14,842,172 14,076,309 330,116 14,406,425 435,747 79,183,476 5.50
2044-2045 13,696,012 1,554,151 15,250,163 30,239,950 477,384 30,717,334 -15,467,171 15,245,646 0.50
2054-2055 19,420,142 -22,205,570 -2,785,428 55,800,374 693,330 56,493,704 -59,279,132 -357,964,782 -6.34
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Table 3.4  Projected contributors and pensioners - long-term benefits, 2005-2055

Number of pensioners Ratio of
Year Number of Total number of  contributors to
contributors’ Retirement Invalidity Survivors' pensioners pensioners
2005-2006 461,870 59,972 4,353 31,895 96,220 4.80
2006-2007 469,911 62,529 4,693 33,866 101,088 4.65
2007-2008 477,019 65,383 4,933 35,770 106,086 4.50
2008-2009 483,067 68,581 5,122 37,658 111,361 4.34
2009-2010 488,084 71,796 5,339 39,544 116,679 418
2010-2011 492,270 75,335 5,496 41,406 122,237 4.03
2011-2012 495,521 79,069 5,612 43,077 127,758 3.88
2012-2013 497,866 82,794 5,757 44 541 133,092 3.74
2013-2014 499,295 86,514 5,867 45,890 138,271 3.61
2014-2015 499,839 90,420 5,916 47,079 143,415 349
2019-2020 494,413 110,642 6,261 52,288 169,191 2.92
2024-2025 488,904 132,251 6,111 57,015 195,377 2.50
2029-2030 490,315 147,858 6,672 61,321 215,851 227
2034-2035 492,101 159,473 7,582 64,954 232,009 212
2044-2045 457,654 201,639 7,630 69,525 278,794 1.64
2054-2055 415,006 238,298 5,836 72,037 316,171 1.31

* Number of insured that contribute at least one week.

Ageing of the population and maturing of the pensgstem have a significant impact on
the demographic projections of the NIS system. W@ in the last column, the number
of contributors relative to the number of pensisnierprojected to fall from 4.8 in 2005-

2006 to 1.3 in 2054-2055. During that period, thenber of contributors increases for
10 years and then starts to decline. At the enthefprojection period, the number of

contributors is smaller than at the beginning byp#&6 cent while the number of pensioners
has multiplied three-fold.
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Table 3.5

Projected contributors and pensioners - short-term and employment injury benefits,
2005-2055

Year Short-term benefits Employment injury benefits
Funeral Medical Disability Disability
Sickness Maternity grants benefits Allowances pensions grants Survivors
2005-2006 12,460 5,550 4,915 204 2,895 2,623 179 523
2006-2007 12,704 5,682 4,983 207 2,946 2,834 183 527
2007-2008 12,935 5,815 5,054 211 2,990 3,048 186 533
2008-2009 13,145 5,942 5127 213 3,029 3,265 189 524
2009-2010 13,336 6,055 5,199 215 3,061 3,482 192 523
2010-2011 13,514 6,146 5,275 217 3,088 3,701 194 528
2011-2012 13,672 6,213 5,370 219 3,109 3,921 197 529
2012-2013 13,810 6,251 5,469 220 3,125 4,140 199 531
2013-2014 13,924 6,261 5,573 221 3,135 4,359 201 529
2014-2015 14,015 6,245 5,686 221 3,139 4,576 203 524
2019-2020 14,164 5,820 6,300 219 3,110 5,635 208 504
2024-2025 14,045 5137 7,104 217 3,081 6,607 211 498
2029-2030 14,001 4,768 8,006 218 3,092 7,453 215 485
2034-2035 14,018 4,770 8,721 218 3,101 8,176 216 461
2044-2045 13,131 4,725 9,600 204 2,897 9,176 200 400
2054-2055 11,864 4,237 10,729 185 2,633 9,283 181 342

3.3 Projected costs

The cost of NIS benefit and administrative expanditfor all branches combined may be
viewed from several perspectives. Firstly, each’'gdatal expenditure can be expressed as
a percentage of that year’s insurable earnings ilveferred to the pay-as-you-go (PAYG)
rate.

Another rate, called the general average premiarthe average uniform contribution rate
required over the next 50 years to fully coverltetgpenditure during that period. This rate
may be looked at as the long-term cost of the cetapNIS. In Chart 3.4, the GAP is

calculated for the next 50 years by assuming imvest income from the initial assets over
the period is never used to pay expenditures. TARB (S calculated by making the ratio of

the present value of total expenditure (for beaeditd administration) to the present value
of insurable earnings. The result is that the fogdiatio (Assets/Total expenditure) would

be about 7.9 at 30 June 2055.
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Chart 3.4

Chart 3.5

Projected contribution rates, 2005-2006 — 2054-2055 (% of insurable earnings)
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Since inception of NIS, the PAYG cost rate has Hesdow the contribution rate. Chart 3.4
indicates that the PAYG rate will be higher thaa turrent contribution for the first time
in the year 2008-2009. It would then dip slightleldw it for a few years after
implementation of the adjustment following the nagtuarial review and increase steadily
afterwards. The general average premium requiredocd using investment income from
the initial assets for the payment of expendituses3.8 per cent. For illustration purpose
and as an alternative, were the target of the flimd#o to be set at 0 at 30 June 2055, then
the contribution required over the next 50 yearsildkde 11.6 per cent. Chart 3.5 shows
the reserve accumulation under these scenarios.

Accumulated assets with GAP contribution rates, 2006-2054

Contribution rate of 13.8% Contribution rate of 11.6%
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A period of 50 years is not sufficient to asse§sA® rate that ensures long-term financial
sustainability if the system has not reached fudturity. This is the situation in Trinidad

and Tobago. Because the PAYG rate reaches a léatlont 28 per cent in the last years
of the projection period, a GAP of 13.8 per cenuldonot be sufficient to ensure long-
term financial sustainability.
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Table 3.6

Nevertheless, a 40 per cent increase in one gohefcontribution rate would be
unacceptable. Table 3.6 provides an example obgierincreases of the contribution rate
over the next 50 years. A contribution rate apgyiar three consecutive periods of 15
years starting in 2010-2011 is established in sugianner that the funding ratio is 8 at the
end of each period. This is equivalent to a GAR @it 13.8 per cent at the end of the
projection period. As can be seen, financial soatality would require a substantial
increase in contribution rates if provisions arécatmnged.

lllustration of possible contribution rate - all branches

2005-2006 2010-2011 2025-2026 2040-2041
to to to to
2009-2010 2024-2025 2039-2040 2054-2055
Contribution rate 9.9% 9.9% 14.9% 23.9%

Increasing the contribution rate is one of the measthat can be implemented to ensure
the financial sustainability of the system. Changebenefits are generally considered as
an alternative if increases of contributions argopel a tolerance level. This is addressed
in Section 4. With increases to the contributiole rore frequent than every 15 years, the
steps would be smaller.

3.4  Sensitivity tests

Projections include an extensive set of demograpbaamnomic and scheme-specific
assumptions. Actual experience will inevitably difffrom the projections. This section

analyses three additional scenarios that were ibescipreviously. Two of them use

demographic assumptions different to the base scen@he other one consists in

combining the demographic assumption of the baseasim with economic assumptions
of the previous actuarial review. In addition tedh scenarios, sensitivity of the fund and
the GAP to a change in investment yield is analyseter the base scenario.

Tables 3.7 and 3.8 show the impact on the GAP hmdyear in which the reserve is
depleted.

3.4.1 Sensitivity related to investment yield

Investment yield is defined as the sum of pricdatidn and net real rate of return.

Table 3.7 indicates the impact of a variation gfet cent in the investment yield on two

indicators. It shows that a higher investment yigjdl per cent would defer depletion of
the fund by five years or that a contribution ratel2.2 per cent would be necessary to
maintain the funding ratio at the same level thaate of 13.8 per cent would achieve.
With a lower investment than the assumption, thetahows that depletion would occur
three years earlier and that the required GAP wbald5.5 per cent.
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Table 3.7

Impact of variation of investment yield

GAP
Proiecti . Year when reserve
rojection scenario (% of insurable is exhausted'
earnings)
Under base scenario (4%) 13.8% 2045-2046
—  Real rate of return of 5% instead of 4% 12.2% 2050-2051
—  Real rate of return of 3% instead of 4% 15.5% 2042-2043

1 The contribution rate of 9.9% remains unchanged.

Under the current contribution rate of 9.9 per centeal rate of return of 6.6 per cent
would be required to achieve a funding ratio egemnato the 13.8 per cent contribution
rate at the end of the projection period. It isaoealistic scenario.

3.4.2 Alternative demographic scenarios

Table 3.8

Table 3.8 shows the impact of the variation in dgraphic assumptions. Changes to GAP
would not be material and depletion of the fund ldoaccur in the same financial year.

The financial situation of the NIS is not influedceery much by the demographic

variables. However, variation in the demographiuucttre may influence economic

variables, but such potential correlation is ndteta into account in the alternative

demographic scenarios.

Impact of demographic assumptions

GAP
Proiecti . Year when reserve
rojection scenario (% of insurable is exhausted
earnings)
Under base scenario (4%) 13.8% 2045-2046
—  Younger population 13.6% 2046-2047
—  Older population 14.0% 2045-2046

1 Contribution rate of 9.9% remains unchanged.

3.4.3 Alternative economic scenario

Under the alternative economic scenario that useaa@nic assumptions of the previous
valuation, the GAP would be 17.3 per cent, whicltassiderably higher than the GAP

under the base scenario in this valuation. The fuadld be depleted in 2035-2036 with

the current contribution rate of 9.9 per cent. Ehessults illustrate very well that

contribution rates for the financing of long-terranefits depend more on the relationship
between variables than on the level of those vesabThe relationship between salary
increases and inflation is the key factor sinceelfiesmare indexed according to inflation.

Under the base scenario, salaries increase fasterinflation while under this alternative,

they both increase at the same pace.
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3.4.4 General considerations

Chart 3.6 shows the evolution of assets correspgnidi the sensitivity analysis presented
in Section 3.3.

Chart 3.6  Total assets — impact of scenarios
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The chart demonstrates how material the impactofemic variables is on the evolution
of the fund.
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4.1

Financial impact of changes and policy
Issues

This section addresses various policy issues orese to requests expressed in the Terms
of Reference of this actuarial review. It also prés a recommended alternative to the
minimum pension provision.

Financial impact of contemplated modifications

NIBTT requested the analysis of the feasibilitymaddifying several existing provisions. In
Section 4.1, the financial impact of these modifass is presented by branch in terms of
benefits to insurable earnings ratios for selegtedrs. Modifications of benefits are
described in detail in Table 1.6 of Appendix I.this section, administrative expenditures
are not considered.

4.1.1 Long-term benefits

There are seven specific changes dealing with teng- benefits. Table 4.1 shows the
benefits-to-earnings ratio of six modifications atite corresponding general average
premium (GAP) calculated over the projection peri@tven the data available, the change
regarding the increase of the minimum retiremergngrfrom TT$200 to one-month
minimum retirement pension has no impact and idueked from the table. The GAP is
calculated by dividing the present value of benekpenditure by the present value of
insurable salaries. Thus, the starting reserveticonsidered.
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Table 41  Benefits-to-earnings ratios — modifications of long-term benefits
Highest 150
contributions
Highest 750 Eligibility to determine
weekly Minimum Minimum 50 highest requirements invalidity
contributions survivors’ survivors’ contributions survivors’ benefits and
to determine pension for pension for to determine  benefits from no
Current retirement widow(er) set parents set at survivors’ 50 to 25 recalculation
Year provisions benefits at 320 160 benefits contributions  at retirement
2005-2006 6.6% 6.6% 6.6% 6.6% 6.6% 6.6% 6.6%
2006-2007 6.6% 6.7% 6.6% 6.6% 6.6% 6.6% 6.6%
2007-2008 8.0% 8.1% 8.0% 8.0% 8.0% 8.0% 8.0%
2008-2009 8.9% 9.0% 8.9% 8.9% 9.0% 8.9% 8.8%
2009-2010 8.9% 9.0% 8.9% 8.9% 9.0% 8.9% 8.8%
2010-2011 9.0% 9.1% 9.0% 9.0% 9.1% 9.0% 8.8%
2011-2012 9.1% 9.3% 9.1% 9.1% 9.3% 9.1% 9.0%
2012-2013 7.6% 7.9% 7.6% 7.6% 7.8% 7.6% 7.6%
2013-2014 7.7% 8.0% 7.7% 7.7% 7.8% 7.7% 7.7%
2014-2015 7.8% 8.2% 7.8% 7.8% 8.0% 7.8% 7.8%
2019-2020 8.5% 9.7% 8.5% 8.6% 8.8% 8.5% 8.7%
2024-2025 10.3% 12.1% 10.3% 10.3% 10.6% 10.3% 10.5%
2029-2030 11.9% 14.0% 11.9% 11.9% 12.2% 11.9% 12.2%
2034-2035 13.7% 15.7% 13.7% 13.7% 13.9% 13.7% 13.9%
2044-2045 20.7% 22.9% 20.7% 20.8% 21.0% 20.7% 21.0%
2054-2055 27.3% 29.6% 27.3% 27.3% 27.5% 27.3% 27.5%
GAP 12.45% 13.82% 12.45% 12.45% 12.66% 12.45% 12.57%
Changing the current career-average revalued amnigystem to the highest
750 contributions for the calculation of the ratient pension would increase the long-
term benefits-to-earnings ratio by about 2 pergmtaoints as early as 2027-2028. Due to
the minimum retirement pension, the modificationuldohave no significant impact for
several years after the valuation date. HoweveartCh1 indicates that it would increase
the ratio by more than 15 per cent in 15 to 30 yedren the ratio is still around 10 per
cent. The relative impact decreases to approxim&teer cent by the end of the projection
period. This modification would be a major changethie design of the system and it
should be considered seriously among other opttis a view to abandoning the class
system, which is considered obsolete.
The other changes deal with survivors and disglilénefits and they have very limited
impact on costs. Only those dealing with the egsimsed to calculate the pension have an
impact on the GAP.
Advice regarding the feasibility of implementingtmodifications is as follows:

* Modifications to earnings used for the calculatminretirement, invalidity and
survivors’ pensions should be contemplated all ttogreand not on a piecemeal
basis. They would deserve consideration in theesarf a major reform.

e Setting minimum pensions for widows and parentsthef deceased raises no
problem. Such minimum should be subject to autanatexing.
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* Increasing the minimum retirement grant raises noblgm.

* Reducing the eligibility criteria for survivors’ befits may open the door to abuse
and is not recommended.

» Itis recommended not to penalize at retirementtagealisabled persons who could
not attain the minimum contributory period becaofktheir disability.

Chart 4.1 Selected ratios - cost of modified benefits over cost of base scenario benefits, 2006-2051

—— Highest 750 contributions - retirement benefits —— Highest 50 contributions -survivors’ benefits

—— Highest 150 contributions -invalidity benefits
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4.1.2 Short-term benefits

Seven changes regarding short-term benefits aterophated. Three of them deal with the

access to sickness and maternity benefits and emséh of three consists of increases to
grants. Another one aims at extending funeral bitsref dependents of insured’s persons.
The financial impact of six of those changes isngho Table 4.2. For short-term benefits,

the impact over the projection period is expresseterms of the average benefits-to-

earnings ratio over the period, the general avepagmium not being considered a proper
indicator for short-term benefits. Modification exding the doubling of maternity grants

in case of multiple births is not shown becaud®a# no significant impact on the average
benefits-to-earnings ratio.
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Table 4.2  Benefits-to-earnings ratios — modifications of short-term benefits
Eligibility Funeral grant
Eligibility maternity Maternity paid at death
Current Eligibility maternity father's grant at Funeral grant of
Year provisions  sickness 15/36 15/36 contributions TT$4,000 at TT$5,000 spouse/child
2005-2006 0.59% 0.88% 1.26% 0.67% 0.67% 0.62% 0.59%
2006-2007 0.59% 0.88% 1.28% 0.67% 0.67% 0.62% 0.59%
2007-2008 0.56% 0.85% 1.21% 0.63% 0.63% 0.59% 0.56%
2008-2009 0.53% 0.82% 1.15% 0.60% 0.59% 0.56% 0.53%
2009-2010 0.54% 0.83% 1.17% 0.60% 0.60% 0.56% 0.54%
2010-2011 0.54% 0.84% 1.18% 0.60% 0.60% 0.56% 0.54%
2011-2012 0.54% 0.85% 1.20% 0.61% 0.60% 0.57% 0.55%
2012-2013 0.52% 0.82% 1.13% 0.58% 0.58% 0.55% 0.52%
2013-2014 0.52% 0.82% 1.13% 0.58% 0.58% 0.55% 0.52%
2014-2015 0.52% 0.83% 1.13% 0.58% 0.57% 0.55% 0.52%
2019-2020 0.51% 0.82% 1.06% 0.55% 0.55% 0.53% 0.51%
2024-2025 0.48% 0.80% 0.97% 0.53% 0.52% 0.51% 0.49%
2029-2030 0.47% 0.79% 0.91% 0.50% 0.50% 0.50% 0.47%
2034-2035 0.47% 0.79% 0.90% 0.50% 0.50% 0.49% 0.47%
2044-2045 0.48% 0.80% 0.94% 0.51% 0.50% 0.50% 0.48%
2054-2055 0.48% 0.79% 0.92% 0.50% 0.50% 0.50% 0.48%
Average all
years 0.49% 0.81% 1.00% 0.54% 0.53% 0.52% 0.50%
Liberalizing qualifying conditions to sickness améternity benefits (15/36has a major
impact on costs. Chart 4.2 shows that this woutdeimse the benefits-to-earnings ratio by
50 to 100 per cent. It is recommended to furtheestigate alternative options that would
generate less pressure on costs. Use of fathemBilmations for eligibility to maternity
grant is considered an appropriate improvementeasonable cost.
Estimations regarding qualification conditions aebject to significant uncertainty.
Indeed, it has been assumed that the injury fre;yuand severity of claims of the persons
who are actually ineligible would be the same agtiose actually eligible, which is only
one of several reasonable possibilities. Estimatiity more confidence the underlying
phenomena would require costly data investigatwaugh surveys.
Additional remarks regarding the desirability tgplement modifications are:
* Increase of the maternity grant by a percentaggetathan inflation should be
justified on policy grounds.
* Automatic adjustment of grants to price inflatidroald be implemented.
» Doubling the maternity grant for multiple birthsappropriate.
15 weekly contributions during the 36 weeks pramgdhe sickness or the sixth week before the
expected confinement.
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Chart 4.2

» Payment of funeral grant on death of a dependembtis widespread provision in
social security systems. This modification shoudti be considered as a priority. In
case of implementation, it is recommended to setbémefit at a lower level than
the benefit paid at death of insured.

Selected ratios - cost of modified benefits over cost of base scenario benefits

— Eligibility sickness 15/36 — Eligibility maternity 15/36

Eligibility maternity father's contributions Maternity grant at TT$4,000

Funeral grant at TT$5,000
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4.1.3 Employment injury benefits

Table 4.3 presents results related to changes plogment injury benefits. The increase
of the injury allowance to 100 per cent of insueabalary instead of the current 66.7 per
cent has a significant impact. The benefits-to4a@siratio would be increased uniformly
over the projection period by 0.05 per cent. ThEmegion does not include any impact
resulting from the reduction of the incentive tdura-to-work. Though it is generally
believed that increasing the replacement ratio heagl to an increase of cost that is more
than proportional to the parametric increase, tieer® evidence about the elasticity factor
to be used for cost estimation. A 100 per centaaghent ratio is not recommended
because of its negative impact on return-to-work.

Regarding the cost of resonance magnetic imagiagnexapplication of ratios obtained
from international experience leads to an increzsg0 per cent of the current costs for
medical care. However, such costs are actuallpwatat this impact is not significant in

terms of total employment injury costs. No obstaglseen in implementing this change on
an experimental basis.

It may be interesting to add that the benefit émsan injury year on a fully funded basis is
estimated at 0.47 per cent of insurable earning®6 and that the two changes would
increase it to 0.52 per cent, which is an 11 pat terease.
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Table 4.3

4.2

Chart 4.3

Benefits-to-earnings ratios — modifications of employment injury benefits

Reimbursement of

magnetic resonance Injury allowance set

Year Base scenario imaging at full salary
2005-2006 0.28% 0.28% 0.32%
2006-2007 0.29% 0.30% 0.34%
2007-2008 0.27% 0.27% 0.31%
2008-2009 0.26% 0.26% 0.30%
2009-2010 0.29% 0.29% 0.33%
2010-2011 0.30% 0.30% 0.35%
2011-2012 0.32% 0.32% 0.36%
2012-2013 0.31% 0.31% 0.35%
2013-2014 0.33% 0.34% 0.38%
2014-2015 0.35% 0.35% 0.40%
2019-2020 0.43% 0.43% 0.48%
2024-2025 0.50% 0.50% 0.55%
2029-2030 0.55% 0.55% 0.60%
2034-2035 0.60% 0.60% 0.65%
2044-2045 0.71% 0.71% 0.76%
2054-2055 0.76% 0.76% 0.81%
Cost of an injury year on

a fully funded basis 0.47% 0.47% 0.52%

Evaluation of the current system

In principle, the NIS is a sound social securitgteyn that intends to provide benefits that
are adequate in the three branches. However, we hesviously mentioned that the
relevance of pensions has gradually deterioratedtf@ decades due to insufficient
indexing of benefits. Efforts have been made fer ldst ten years to address that issue.
This has been achieved through implementation miramum pension. Chart 4.3 shows
the breakdown of retirement pensions-in-paymenthat valuation date between the
calculated part, corresponding to historical regdlearnings, and what is called the top-
up, which is the additional amount necessary tohré¢ae minimum.
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Chart 4.4

The pension resulting from the earnings record$hefinsured represents between 40 and
65 per cent of the average pension, the youngepghsioner the higher is the proportion
of the total pension. Under the inflation assummiaf this valuation, many current
pensioners would benefit from the top-up provisiamgil their death. After the new
minimum pension will have increased to TT$2,000dgch to TT$2,500, most new
pensioners who will retire in the next five yearl wontinue to benefit from the top-up.
This indicates that the application of the systexs failed to maintain an earnings-related
objective. The system could be more and more perdeas a flat pension with a
significant redistribution mechanism, which is ajonachange in relation to the original
intention. Transparency suggests that stakehotdtensld openly discuss the desirability of
such structural change.

It is interesting to analyse the perspective far thture. Chart 4.4 shows the expected
evolution of key indicators useful for the asses#mef the performance of a social
security scheme. Those are the components of the&P e demographic and the system
replacement ratios. The demographic ratio is obthity dividing the number of
pensioners by the number of contributors. The aysteplacement ratio is the average
pension over the average insurable salary. The P& product of those two ratios.

Key indicators - long-term benefits

‘—- - — System replacement ratio Demographic ratio —#——PAYG —>— Contribution rate: 9.9%
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The replacement ratio is expected to increase aé avhen the minimum pension is
implemented in 2008 and decrease for a few yearguse the minimum pension loses its
real value. It would also decrease sharply whemthe ad hoc changes to the classes of
earnings are implemented in 2013 if the minimumspamis not indexed. The ratio will
start to increase again in 2022 when an incregsiogortion of new pensioners will have
their pension calculated with properly indexed eags. In the last ten years of the
projection period, the replacement ratio tendgdbibze around 35 per cent.

One could feel concerned about the expected patfietine replacement ratio after 2010
and expect that public pressure will force actitvommn NIBTT to avoid loss of purchasing
power that would generate subsequent increaség ohinimum pension in the future. The
intention to provide sufficient income to pensianghrough increase of the minimum
pension responds to the objective of maintainirg riflevance of benefits. However, it
may not be the most recommendable manner to erisereelevance of the system. A
weakening of the relationship between contributipai&l and the amount of pension may
have the undesirable consequence of reducing tientive to contribute and increasing
evasion. The co-existence of a means-tested sassadtance programme and an earnings-
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Chart 4.5

related contributory social security system ashis ¢ase in Trinidad and Tobago might
exacerbate these phenomena unless they are caiafatjrated.

It is interesting to notice that the new provisiomgarding the minimum retirement
pension would have the result of transferring tharfcial cost of the OAP from the tax
revenues to contributors to NIS. Under the curratgs, old-age pensioners with no other
income than their pension receive a pension froth Isources for a total of TT$2,000.
After the change, they would receive the same atfoom NIS solely.

Chart 4.5 shows the sensitivity of the system i@pizent ratio to the minimum retirement
pension for the next 35 years. In addition to thedoprojection, the chart shows the impact
of the current minimum kept constant or increaswith price inflation until it reaches
TT$2,000 after which it remains constant. In abes the drop of the replacement ratio in
2013 is related to the expected salary increasdheirfirst five years of the projection
period and their impact on the average insurablarysavhen the earnings classes are
adjusted. The graph suggests that the contempilateelase of the minimum pension to
TT$2,000 may not be the most desirable approaahdimtain the relevance of benefits
from the point of view of continuity. ILO has dewgekd an alternative provision for the
minimum retirement pension that smoothes the rept@nt ratio over time and maintains
a stronger earnings-related feature. It will becdbed in the Section 4.3.

Sensitivity of system replacement ratio to minimum retirement pension

‘— - — Minimum pension - 2,000 Mimimum pension - 1,000 Minimum pension - 1,000 indexed
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The Government of Trinidad and Tobago is analyZimg complete retirement system,
which includes all other schemes providing pensiansluding social assistance and
occupational pension systems. This is an impoapbrtunity for NIBTT to redefine the
role of NIS and ensure that its design for theritwill correspond to objectives set by the
social partners. At the same time, it would be appate to replace the wage class system
by a more conventional approach that uses the ewages of workers for the
determination of contributions and the calculatafrpensions. This would require major
changes to operational systems and would have tcabefully planned over a certain
number of years.

In the meantime, NIBTT can reinforce its commitmenprotect the relevance of benefits
by putting in place a mechanism that would ensuteraatic annual indexing of benefits
and classes of earnings according to economic atmlie agreed upon by stakeholders.
There is no need to link such mechanism to an aatuaview. Actuarial science is very
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useful to monitor the financial performance of aesue, but it should not be seen as a
substitute to responding to social needs and imessturces in credible indicators.

Long-term projections indicate that the benefite#wnings ratio for long-term benefits
will increase to about 30 per cent at the end ef fghojection period. This means that
unless a huge fund is available to provide investniiecome, the contribution rate will
tend to that level. Given the experience of ecoraltyi developed countries that have
reformed their pension system to adapt to an agetety, such contribution rate is
generally considered too high because it can hawegative impact on employment.
Provisions are designed to keep the contributite irathe 20-25 per cent range. The only
way to avoid this, for the systems that have nouawlated assets to generate significant
investment income, is to modify the parametersaafied insurance schemes in order to
reduce the costs. Provisions regarding retiremengetfits, such as retirement age and the
accrual rate of benefits, are certainly those thay have a major impact on costs. Though
NIBTT is aware of all these issues, we observe thatsocial policy of NIBTT for the
period 2005-2010 does not consider modifying thosemeters. However, these issues
will have to be considered sooner or later. Sincdsisound policy to announce
implementation of a change in retirement age a tong in advance, it is considered that
the age at which retirement benefits are availalileout reduction is an issue that should
be addressed in the near future.

In the process of the actuarial valuation, the egpee analysis and the determination of
assumptions has lead to the identification of isstegarding some benefit provisions.
Among them, it is believed that the transition franvalidity to retirement deserves
attention. Disability resulting from natural causasd work injury should be carefully
analysed having in mind that the compensation ¢lEx may not be the same. Close
coordination with the Ministry of Labour in the rtet of occupational health and safety
and workers’ compensation would create synergyespond better to employers’ and
workers’ concerns regarding the role of the NIS @mmpensation related to work
accidents and occupational diseases. This wouldribate to responding to concerns
regarding prevention of accidents and occupatidis&glases and the return to suitable work
of injured workers.

It seems that short-term benefit qualifying periads considered too stringent and there is
a desire to smooth them out. It is recommendedamae several scenarios and carefully
review the operational practices before makingnalfidecision particularly for sickness
benefits in order to avoid generating opportunif@sabuse.

4.3  Minimum retirement pension - an alternative

Though the provisions regarding the minimum retiatrpension in the base scenario has
its merits, ILO considers that the risk of it unméring the credibility of the system is
sufficient to recommend an alternative that isvatd in terms of compensation and avoids
the undesirable impact of a flat-benefit systenme Proposal is that the minimum pension
would apply only to the basic retirement pensiorresponding to the first 750 weeks of
contribution and it would be set at TT$1,500. ldarto maintain the relevancy of this
minimum pension over time, it is recommended taeinid according to the same index as
the limits of earnings classes, which is priceatifin. After application of this provision in
2008, the earnings related part of pensions awa@@eéw old-age pensioners is between
15 per cent and 20 per cent of their total penfooth genders.

Chart 4.6 shows the average replacement ratio smoneling to the proposal. The
replacement ratio of the alternative is smallerddew years after application of the new
minimum pension in 2008. It is not very differenbrh the base scenario after the 2013
indexing. Following the 2018 indexing, the replaeatratio of the proposal is about four
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percentage points higher than the replacement cdtibe base scenario. The difference
maintains at this level for about 15 years afteicwtboth ratios converge slowly to the
same level.

Chart4.6  Replacement ratio of recommended alternative
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Chart 4.7 shows the impact of the proposal on #refits-to-earnings ratio for the Long-
term Benefits Branch.

Chart4.7  Benefits-to-earnings ratio — long-term benefits
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If the contribution rate of 9.9 per cent remainghanged, the fund will be depleted two
years earlier under the alternative, which in 22034 instead of 2045-2046. The GAP
over the projection period under the alternativaide 14.4 per cent, which is 0.6 per
cent more than under the base scenario at 13 &per

4.4  Administration expenditures
Assessment of the appropriate level of administeaéixpenditure for any social security

schemes must be based on several criteria thatemessarily partly based on judgment.
Sufficient resources are necessary to provide theropriate level of service while
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maintaining a reasonable cost. The type of bendfieslevel of maturity of the scheme, the
level of contributions in relation to benefits musit be considered when ratios are
established between administrative expenditures asdal financial data such as
contribution income and benefit expenditure. Theyeno reliable unique benchmark
valuable in all circumstances. Guidelines can bepined by comparison with other
schemes and genuine consideration of the diffeeeringhe case of Trinidad and Tobago,
the practice of applying indexation every five yestill makes it very difficult to define or

interpret indicators because this generates disuotiés.

Table 4.4 shows NIBTT administrative expenditurdsir year-to-year variations and
standard ratios for the last six financial yeanse Bixth Actuarial Review recommended
levels of administrative expenditure expressederms of contribution income shown in
the last row of the table. These ratios were obthirby dividing the projected
administrative expenditures by the projected cbaotion income. Administrative
expenditures were projected according to priceiidh. It is a noteworthy reminder that
the assumption regarding price inflation was theesas the salary increase, which was 4
per cent per year. Section 1 reported that an onfable experience deviation has been
observed in the inter-valuation period for admnaisve expenditures. No attempt has been
made to explain or justify the sources of deviation

Table 4.4  Administrative expenditures
1999-2000 2000-2001 2001-2002 2002-2003 2003-2004 2004-2005
Administrative expenditures (TT$ Million) 56,348 50,447 61,539 60,024 86,355 83,433
Variation with previous year -10.5% 22.0% -2.5% 43.9% -3.4%
Financial data (TT$ Million)
Contribution income 702,446 760,957 799,160 869,936 941,341 1,172,701
Benefit expenditure 348,268 375,539 403,454 419,504 752,025 943,810
Insurable earnings 8,362,452 9,059,012 9,513,810 10,356,381 11,206,440 13,960,726
Ratio: Administrative expenditures/Financial Data
Contribution income 8.02% 6.63% 7.70% 6.90% 9.17% 7.11%
Benefit expenditure 16.18% 13.43% 15.25% 14.31% 11.48% 8.84%
Insurable earnings 0.67% 0.56% 0.65% 0.58% 0.77% 0.60%

Expected ratio in
Sixth Actuarial Review

as percentage of contribution income 6.6% 6.7% 6.7% 6.1% 5.5% 5.2%

Analysis of the correlation between the evolutidreconomic indicators and the NIBTT
administrative expenditures does not enable thetiftzation of a reliable indicator, even
if a longer observation period than the last fivearng is used in which significant
fluctuations are observed. For this actuarial meyi@ is assumed that administrative
expenditures would increase according to wage a&sereand price inflation in equal
proportion of 50 per cent. The most important congya of such expenditures is salaries
and it is reasonable to assume that they wouldvothe general pattern. The other part of
expenses is subject to various inflationary pressulPrice inflation was considered
appropriate to reflect them.

One can expect that administrative costs may absosuibject to additional upward
pressures if workload increases. Such workload Ipeagubject to increase in the maturing
phase of the system because the number of bemeficigrows steadily. It was assumed
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Table 4.5

that productivity gains would offset this factontdrnational comparisons indicate that if
the Vision 2028 objectives are achieved, the administration co$tthe social security
system should tend to those of developed countriesle 4.5 shows forecasted
administrative expenditures in terms of contribusiofor the next ten years if the
contribution rate remains at 9.9 per cent. Theyadimve those of developed countries. For
example, the Canada Pension Plan administrativenekfures were 1.7 per cent of
contribution income in 2003.

Projected administrative expenditures as a percentage of contribution income, 2005-2006 —
2013-2014

2005- 2006- 2007- 2008- 2009- 2010- 2011- 2012- 2013- 2014-
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Ratio

7.0% 7.0% 5.8% 5.0% 5.0% 5.1% 5.1% 4.1% 4.2% 4.2%

4.5

In the financial statements, administrative expemds are allocated by branch of benefits
in proportion to funds. This may not properly reflehe workload that each branch
generates. In particular, it seems that the sleont-fund may not support its appropriate
share of administrative expenditures. Short-termebts do not generate a significant need
for reserving, but are demanding in terms of adstiation of benefits. It is suggested that
contribution income and benefits in equal propartibe used as the basis for such
allocation. The basis for allocation by branch e$ibess could be improved in the future if
NIBTT puts in place mechanisms that enable the oreasent of administrative
expenditures of each branch.

Investment policy

NIBTT investment decisions are guided by an investinpolicy paper covering topics
ranging from general issues to details in the apptin of the policy. The policy explicitly
refers to the average long-term rate of return deegbrojection of the fund in the Sixth
Actuarial Review, which was 8 per cent, as the {tergh average nominal rate of return.

The assumption regarding investment yield in theetu Actuarial Review has been
determined in terms of the real rate of return,olvhs considered as the key variable. The
nominal rate of return is the result of the comboraof inflation and of the real rate of
return. For this review, the inflation assumptiastbeen established to reflect the short-
term expectations and the long-term macro-econdrainework. The real rate of return
has been established with a long-term perspectilg dhe reference to the long-term
average rate of return will have to be formulatéterently in the investment policy to
consider that approach. Different techniques assipte to determine a uniform long-term
nominal rate of interest corresponding to the dmetes used every year. In all cases, the
flat rate of 7 per cent that is assumed in the 48@syears of the projection will strongly
influence the result.

The real rate of interest used in the forecasaseld on the premise that the proportion of
equities will constantly be above one-third of gaetfolio during the accumulation period
of the fund. The asset mix reported in the findnsiatements meets that premise at
30 June 2005. It is understood that the currensliiye and regulatory environment
would not allow an increase of that proportion bey60 per cent.

8 The Government of Trinidad and Tobago has ideutifihe achievement of developed nation
status by the year 2020 as the principal developgmal of the country.
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It is not expected that the net yield on portfd¢healized and unrealized income) will meet
the target every year. Volatility of the yield isoportional to the percentage of equities.
The timing of fluctuations around the assumed ayergeld has a significant impact on
the evolution of the fund. Charts 4.8 and 4.9 tlae such volatility.

Chart 4.8 shows the fund under the base scenadotlaee alternative random runs
corresponding to different sets of investment \§eld those scenarios, the rate of return is
modified in each projection year according to adn process. This random process uses
variations around the real rate of return of theebacenario, which are inspired by the
experience of the NIS fund since 1991. A large nemd§ runs have been made and three
of them have been selected for illustration. Twasrwere selected for which the average
deviation around the expected rate of return isstlwme at 0.47 per cent, but the fund
accumulation is different. This illustrates thaé timing of favourable and unfavourable
deviations around the average has an influenceherb¢haviour of the fund. Under the
other scenario, the average deviations aroundates of return are negative at -0.80 per
cent and the fund is depleted much earlier tharutige base scenario.

Chart4.8 Impact of fluctuating rates of return on the fund
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Chart 4.9 shows the fund at 30 June 2046 correspgrid the 65 smallest deviations
around the average rate of return over the 50{yexgection period. Such deviations are alll
very low, ranging from —0.05 to +0.05 per cent.
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Chart 4.9

4.6

Smallest random deviations of yields - fund at 30 June 2046
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Under the basic scenario, investment yields areydvequal to the assumption, and the
fund at 30 June 2046 is TT$12 billion. The chadigates that the difference between the
runs with the highest value of the fund (run 54)l #me lowest one (run 19) exceeds 100
billion though the difference between average Weaider the 50-year period is only 0.05
per cent. This illustrates how important the timiagf variations in the investment yield
around its mean.

Funding method

In this section, recommendations regarding therdmrtton and the accounting policies for
the follow-up of funding policies will be presentefin analysis of the projected benefit
expenditure in terms of present values at the dfat@luation is necessary to support such
recommendations.

4.6.1 Current practice

The NIBTT policy is to partially fund the NIS angyaly the scaled premium technique.
Financial statements reflect this policy througlserges and allocation of contribution
income by fund set according to recommendationanofctuary. Reserves for each fund
are expressed in terms of a multiple of benefiteexjiture. Funds are apparently at the
level required for the purpose of allocation oféestment income given the funding method
of each branch. It seems also that the coefficiapgdied to benefit expenditure are set in
such a manner that the reserves have a reasomdal®nship with benefits liabilities.
However, there is no pretension to report lial@tiin financial statements. Indeed,
accounting policies included in tidptes to the Financial Statemewtsarly state it is not
intended that reserves would represent a lialtititthe Board. However, this remark can
also be interpreted semantically, the Board theeetleclining any obligations of future
payment.

4.6.2 Concept of actuarial liabilities

The definition of actuarial liabilities in a socialsurance system may be subject to various
interpretations. For the purpose of this valuatiwe, propose to refer to the following
concepts. Benefits liabilities refer to the presaitie of future payments for the pensions-
in-payment at the valuation date and the rightsasficipants accrued at the same date. For
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this last part of liabilities, the definition of @wied rights and the pace at which rights
accrue over the career of an individual are subjednterpretation and debatable. For
example, in the calculation of accrued retiremaartgion rights, should future adjustments
of past earnings be considered or not?

Table 4.6 shows the present value (PV) of pensiopsyment at the date of valuation as
well as the ratio of such PV over the 2004-2005¢efieexpenditure. Such PV have been
established by discounting future payments for jpeess at the valuation date and also
benefits that may arise due to death of those vieceretirement or disability pensions at
the valuation date. As a consequence, the shontdenefits liabilities cover the present
value of funeral grants related to deaths of curretirement pensioners. This illustrates
that considering funeral grants as short-term benefay be misleading. The right to the
grant is a long-term issue, but the payment of ham benefits is a short-term one. In the
matter of employment injury, temporary allowancesl anedical care benefits related to
injuries that have occurred before the valuatiale dae included in the PV. Such payments
are spread over a few years after the valuatioa. dat

Table 4.6  Financial indicators related to pensions-in-payment at valuation date

Employment injury

Long-term benefits  Short-term benefits )
benefits

PV pensions-in-payment (TT$ million) 10,067 150 355
Benefit expenditure 2004-2005

(TT$ million) 834 74 35
Ratio

(PV pensions-in-payment/

Benefits-in-payment) 12.1 2.0 10.0
Reserves at 30 June 2005 (TT$ million) 8,341 93 284

Table 4.6 indicates that current funds do not caber present value of benefits-in-
payment. These PV represent an estimation of theuamof assets that would be
necessary to pay for the benefits. To simplify camrmation, ‘liabilities’ is used to refer
to PV’s in the remaining part of the section.

Additional accrued liabilities have been estimafed each branch according to the
following approach. Calculations were performedtfa base scenario.

(1) Long-term benefits: Pensions are accrued ipgtomn to the number of years of
contribution at 30 June 2005 to the total numbeyeasrs of participation at the
date of retirement. Salaries payable in the stanirojection year are assumed to
be constant over the rest of the projection period.

(2) Short-term benefits: Payments regarding alkrséss and maternity leave for
events giving rights to benefits that occurred beefihe valuation date have been
estimated. This refers to allowances and grant®mset of sickness and start of
maternity allowances before the valuation date.

(3) Employment injury benefits: Payments for altidents that occurred before the
valuation date. This refers to future awards ofnmerent disability benefits
(pensions and grants) for injuries that occurrddigethe valuation date.

This part of liabilities is subject to uncertairagd unavoidable arbitrariness for long-term
benefits. Also, given that this perspective ofdlstuarial review is considered secondary in
relation to financial projections presented, datilection and methodology are not as
refined as for the rest of the valuation procesmggquently, certain approximations are
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involved and the estimation error is more significdNevertheless, it is considered that the
results presented in Table 4.7 are valuable foptkeent discussion purpose. Should the
recommendation regarding the minimum pension retrg be implemented, the accrued
liabilities for the long-term benefits would be héag.

Estimated accrued liabilities at the valuation date (base scenario)

Long-term benefits Short-term benefits Employment injury

benefits
Accrued liabilities (TT$ million) 21,702 205 504
Ratio: Accrued liabilities / benefit
expenditure 26.0 2.8 14.2

If the NIBTT were to apply its objective of maiméaig a ratio of reserves to liabilities at
70 per cent, the coefficients applicable to expeemes for the calculation of fund reserves
for long-term and short-term benefits, currentil@tand 1.25, should be increased to 18.2
and 1.9. For employment injury benefits, the saeasoning would lead to an increase of
the current coefficient from 8 to 10. However, ftlinding could also be envisaged if
NIBTT were to eventually implement risk classificat or any form of experience rating.

Though the estimation of liabilities is interestifuy various purposes, such liabilities do
not necessarily represent the target of assetslitioald maintained for each branch. Other
considerations must be taken into account. Thermetation of the contribution rate and

the method of calculation of reserves must be &stedul together.

4.6.3 Contribution rate

Each branch of benefits has its own characterisiicsterms of development of

expenditures and the period in which rights of lfiefsies are acquired. Governance
principles militate in favour of defining financingiles that enable monitoring of the
financial situation of each branch according tocisracteristics. Until now, the NIBTT

has demonstrated its intention to be sensitivlbdd concern. We know that the Long-term
Benefits Branch is the major cost component andedrithe total contribution rate.

Whatever sophistication is inserted into the fugdif short-term and employment injury
benefits, the acceptance of NIS contribution raik e dependent upon the decisions
made with respect to fund long-term benefits. Ia gection, it is assumed that NIBTT will

apply the ILO recommendation regarding the mininretirement pension.

The NIBTT policy states that the scaled premiurthes funding method. Since the scaled
premium approach is not generally appropriate foortsterm benefits, it should be

understood that the above statement is a simgiificaThe intention is to apply the scaled
premium to fund long-term benefits but the doorbadady remains open to a different
approach for the two other branches.

Projections indicate that the cost of short-termmdbiés is stable in term of insurable

salaries. This is consistent with their charactiessbecause they are predominantly of
short-term nature. The contribution rate can beased level that covers the expected
benefits and administration expenditures untilribgt valuation with a reasonable margin
for statistical fluctuations. This is the principlef the pay-as-you-go approach. A
contribution rate of 0.65 per cent would satisfe triteria. In relation to the effective

contribution rate for that branch which is 0.89 pent, this is a decrease.

The benefits-to-earnings ratio for employment ipjus still low, but it will increase
continuously and eventually double with the matyriof the scheme. The use of the
estimated cost of an injury year, set at 0.55 pat,dor funding purposes is recommended.
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Full funding should eventually be envisaged asftimeling method for reasons of equity
between generations of employers. This approacHdaenable the refinement of the rate
setting system any time in the future when the eggk request it without having the
burden of funding past claims. In relation to tleeual contribution of 0.59 per cent, this is
practically the status quo.

For long-term benefits, calculations indicate thather increases of contribution rates are
unavoidable, but they can be postponed without regeléng the long-term sustainability
of the scheme. For this branch, the NIBTT fundiigeotives regarding the proportion of
income that should be steadily available for inwvesit, namely 55 per cent of total income
(contribution and investment), must be taken inbmsederation. Such objective would
suggest a rate increase of about two percentagespoi financial year 2007-2008.
Chart 4.10 shows the projected percentage of tlemssxof total income over total
expenditures under the base scenario. Stakehdddeess expressed that a combination of
increases to the ceiling of insurable earnings sigdificant increases in the contribution
rate would not be acceptable. It is difficult tegia high priority to the objective regarding
the amounts available for investment.

Chart 4.10 Percentage of surplus over total income (base scenario)
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It is understood the NIBTT intends to build a fuhdt will enable the creation of sufficient
investment income in the long-term to maintain toatribution rate at the lowest level
possible. At a certain point in time, assets wdwde to generate stable and predictable
income sufficient to pay the desired proportionlarfg-term benefit expenditure. For
example, when the benefits-to-earnings ratio wilvdr reached 30 per cent, the stock of
assets required to fund one third of the experslitavel would be 4.7 times benefit
expenditure under the current yield assumption pei7 cent. This means that the long-
term benefit fund should reach approximately lrdes insurable earnings. In 2005, the
insurable base and the total funds are equivaldrg.consequence of this is that the long-
term benefits fund has to increase substantiallgr die next decades. However, it is
understood that the success of such strategy depgyah investment opportunities over
the next three decades and the ability afterwardgddually transform a growth oriented
investment portfolio into an income generating onbis is a long-term challenge and
difficult to assess its chances of success.

The impact of ageing will be felt very slowly oviie next two decades but it will amplify
steadily afterwards. It would be prudent to addréss issue as soon as possible and
elaborate a strategy for the increase of age athmatirement pensions can be paid with
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no reduction. The NIBTT should be concerned thatstihategy of building a fund will also
create appetite for better benefits. If the stmatiegrealign retirement benefits to practices
that the future population structure will permitnist put in place soon, misunderstanding
and opposition to changes will grow with the fund.

Considerations regarding the long-term funding cibjes and the need to maintain
awareness of the cost of the system suggest asaseiin the contribution of long-term
benefits by the percentage points necessary tothenthcrease of the minimum retirement
pension and any other increase of benefit provismrer the next fifty years. The required
increase would be 1.7 per cent if no other chargm tthe recommended minimum
retirement pension is implemented. In relationht® &ctual rate allocated to the long-term
benefits of 8.4 per cent, it represents a 20.Zpet increase.

Considering the needs of all branches togetheseétms appropriate to increase the total
contribution by at least 1.5 per cent. It would dx@e 11.4 per cent. This is considered
within the range that is acceptable to stakeholdérs increase could be made effective in
January 2008.

For practical purposes, it is recommended thatrifmriton income be allocated by branch
with single digit percentage points. Recommendatiare presented in Table 4.8. It is
understood that distribution of contribution incomsereviewed relatively frequently, at
least at every actuarial valuation. Timing of therease of the contribution rate should be
harmonized with the application of benefit indexing

The necessity of the accumulated reserve is noibobyit opens the door to erroneous
interpretations. It can be seen as surplus availtl additional benefits. If the allocation

of contribution income properly reflects the furglinbjective and the contribution rate

remains below the required level for sustainahikgpecially for long-term benefits, there
is no reason not to allocate all excess of incower expenditures to benefits branches. A
reconsideration of the current mechanism is sugdest

Should the NIBTT elect to maintain its current piae it is recommend that reserves held
for each fund as outlined in the financial statet®die established according to the ratios
specified in Table 4.8. They have a certain meattiag is easy to understand and, more
importantly, the results obtained with their apalion enable distribution of investment
income by branch according to their respective iugpdobjectives. Therefore, ILO
recommends ratios of 12, 2 and 10 times benefiemdipure, respectively, for long-term,
short-term and employment injury benefits. Appendisshows the financial projections
based upon the proposed financial scenario.

Recommended financial parameters - financial statements

Long-term Short-term Employment injury
Allocation of contribution
income (rate at 11.2%) 89% 6% 5%
Reserves -Multiple of benefit
expenditure 12 2 10

4.7 Role of actuaries

Actuaries are experts in quantitative methods agpto the measurement of uncertain
events. Their educational background includes basiotermediate knowledge in many
areas of expertise required in the managementsfrémce systems. They interact with
other experts and it is important to define thepscand limits of their responsibilities in

reviews of actuarial systems. During the condudhefpresent actuarial valuation, the in-
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house actuary has played a key role as an interféiteNIBTT. The understanding of
strengths and limits of actuarial science are welllerstood, but it seems relevant to
discuss a few issues in order to bring clarityhiis tespect.

4.7.1 Interrelation between actuarial and other
professional expertise

Section 70 of the Law stipulates that rates of momtion and rates of benefit can be
amended by Order of the Board only after actuadalews. This provision ensures that
modifications to parameters of the system are nuedie after proper assessment of their
financial impact. It should not be interpreted pady as meaning that actuarial science
provides for an absolute answer to the periodiusidjent of benefits to cost-of-living.
Actuarial expertise provides the mathematical to@sessary to determine the parameters
that respond to objectives. Stakeholders are thoste best position to define such
objectives and should play an important role in pinecess. It is recommended in this
report to improve the predictability of benefitsdarinforce the continuation of relevance
of the system through annual adjustments basedattonal indices. The development or
reinforcement of such indices is consistent witl tjectives of Vision 2020. Periodic
adjustments of benefits in developed countries atoraly on actuarial expertise, but on
indices based on a formal process of data colledtieolving experts from various areas.

The recommendations of the valuation actuary havengpact on the presentation of
financial statements. Theotes to the Financial Statememiske reference to parameters
that are used for the allocation of contributiondme by branch and the determination of
funds. The accounting provisions of social secusgystems are dependent upon the
funding methods used and each system has fulldreed determine them. A fully funded
system requires a certain type of information whilecaled premium requires a different
one. The ILO considers that the users’ understandfrthe report would be enhanced if
the Noteswould include a short description of the ratiobahind the recommendations of
the actuaries. It is difficult to fully appreciatee meaning of actuarial recommendations if
they are presented in the absence of explanations.

Reference is made in the investment policy to tiddyassumptions used in actuarial
reviews. It should be understood that the detertionanf those assumptions is not made
with the purpose of defining a target. The actusetg the assumptions that are considered
most suitable for the purpose of the valuationdkjrig into consideration factors, such as
past experience of the fund, investment policyedasts of experts, financial markets and
the desired degree of prudence in the projectibnshe end, yield assumptions should
have a close link with reasonable expectationsngéstment managers regarding the
performance of the investment portfolio. Referentesthe actuarial valuation in the
investment policy need to be carefully worded idesrto avoid giving the impression that
they are the result of a formula that mechanicddiiermines a target. The current wording
in section 2.3 of the investment policy paper stdte. it has been determined that the
required average long-term rate of return...” doadulty correspond to the process of the
determination of the actuarial assumption at |éasthis valuation. The assumption is
determined by taking into consideration realistipextations identified by actuaries and
other experts. An alternative wording recognizitgs tfact could be: “... it has been
determined under the"Nactuarial review that an average long-term rateetdirn is a
reasonable basis for the determination of the fugndbjectives of the system.”.

Administrative expenditures incurred by social s#gusystems are generally closely
scrutinized. Actuarial techniques provide quarnti&atools to analyse trends and define
consistent indicators. However, the situation afheaocial security systems is different
and may change over time. Explanations of deviatlmtween the current experience of a
scheme and the apparently appropriate benchmarksotdoely exclusively on actuarial

science. Detailed information regarding operaticmativities is necessary to understand
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the reality. Expectations regarding the improvemehefficiency in the operations of
social security schemes are high. This can onlgidbéeved through appropriate budgetary
and accounting systems that permit the undertagirfgnctional analysis. Actuaries have
the expertise to support the design of such systamisdefine indicators. They are not
necessarily in the best position to define benckmaBection 22 of the National Act
stipulates that the maximum amount of administratapenditures is determined by the
actuary in the context of the periodic review oSNThis provision should be changed in
light of the comments in this paragraph and Sectidn

4.7.2 Internal actuarial expertise of NIBTT

This actuarial review was enhanced by the presafca senior internal actuary and
permitted the efficient conduct of the review. Coomication was fluent and data
validation was possible at a high level of accurathe ILO/FACTS model is well

understood and could become the basic infrasticanound which to build the
guantitative tools for forecasting. The presencehighly qualified actuarial staff is an
essential tool for proper governance of social sgcsystems. It is recommended to
NIBTT to permanently integrate an actuarial departiin its administrative structure.
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Appendix I Summary of provisions of the
NIS as of valuation date

The following summary provides a general overvidwhe key coverage, contribution and
benefit provisions as of July 2005.

.1  Contingencies covered

Section 43 of the National Insurance Act establdheee funds:
1. Long Term Fund

2. Short Term Fund

3. Employment Injury Fund

These funds are operated and managed by the Nabmumance Board of Trinidad and
Tobago for the purpose of providing monies requifedthe payment of benefits and
which are credited with contributions paid by enyels, employed people and the holders
of Certificates of voluntary insurance.

These funds provide for the following benefits:

Long-term benefits:
Retirement, Invalidity and Survivors’

Short-term benefits:
Sickness, Maternity Allowance & Grant, Funeral Gran

Employment injury benefits:
Injury Allowances, Disablement, Medical Expensed Bxeath Benefits

1.2 Insured people

The National Insurance System (NIS) covers all eygd people, aged 16-64, who are in
insurable employment. “Insurable employment” meamg employment other than
uninsurable employment within the meaning of Sec#8(2) of the National Insurance
Act. Insurable employment excludes:

» People who earn less than TT$100 per week.

Notwithstanding the above, a person who was emdloge 29 February 2004 and
continues in such employment on and after 1 Mafi®¥2and earns less than TT$100 per
week is now regarded as an employed person orsameid person for the purposes of the
Act and such employed person pays contributiorspasified in Class |.

» People employed by international organizations éinatgranted specific exemptions.

Employed people under the age of 16 or over theensént age (i.e. age 65 or 60-64 if the
person ceases to be engaged in insurable employraadtunpaid apprentices are covered
only for employment injury benefits.

People under the age 60 who cease to be in inguesbployment may elect to become
voluntary contributors.

Voluntary contributions may qualify only for retirent benefits, survivors’ benefits and
funeral grants.
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.3  Maximum insurable earnings

Earnings, which are covered for the purpose ofrdeteng contributions and benefits, are
limited to TT$1,010 per week or TT$4,377 per month.

.4  Financing provisions of the NIS as at 30 June 2 005

Contributions payable by employers and employegleeare based on the earnings class
of the insured person. The total contribution ohabeof an employed person represents
approximately 9.9 per cent of average weekly inderaarnings. The contributions are
shared between employer and employee with a r&tbto 1 and are credited to the long
term, short term and employment injury funds in filleowing proportions of 85, 9, and 6
per cent of the total, respectively. The balanoahé funds are set at 10, 1.25 and 8 times
the annual benefit expenditure of the long ternortsterm and employment injury funds,
respectively, and any excess is transferred tatkamulation reserve.

For voluntary contributions, the earnings clasdatermined with reference to the average
weekly insurable earnings of the person over the years preceding the application for
voluntary contribution.

The earnings classes and the respective contribtaies payable that apply from January
2006 are set out in Table A1.2.

Table A1 Contribution rates payable from January 2006

) Assumed Weekly contribution

Earnings Weekly earnings Monthly earnings average Total'we'ekly Class

class weekly contributions z

earnings Employee Employer

100.00 - 159.99 433.00 - 692.99 130.0G 4.29 8.5¢ 12.87 0.87
I 160.00 - 219.99 693.00 - 952.99 190.0C 6.27 42.5 18.81 1.28
n 220.00 - 289.99 953.00 - 1,256.99 255.0C 8.42 6.84 25.26 171
v 290.00 - 359.99 1,257.00 - 1,559.9¢ 325.0 10.73 21.46 32.19 2.18
\ 360.00 - 439.99 1,560.00 - 1,906.9¢ 400.00 13.2 6.42 39.6 2.69
\ 440.00 - 529.99 1,907.00 - 2,296.99 485.0 16.01 32.02 48.03 3.26
Vil 530.00 - 619.99 2,297.00 - 2,686.99 575.0C 8.9 37.96 56.94 3.86
VI 620.00 - 709.99 2,687.00 - 3,076.99 665.0C 9B1. 43.9 65.85 4.47
IX 710.00 - 809.99 3,077.00 - 3,509.99 760.0 25.08 50.16 75.24 5.11
X 810.00 - 909.99 3,510.00 - 3,942.9¢ 860.00 28.38 56.76 85.14 5.78
Xl 910.00 — 1,009.99 3,943.00 — 4,376.99 960.00 681. 63.36 95.04 6.45
Xl 1,010 and over 4,377.0 and over 1,010.GO 33.33 66.66 99.99 6.79

Contributions payable by an employer in respectenfployment injury coverage for an
employed person who has not yet attained the ag&6ofears or who is in receipt of a
retirement pension or who has attained age 65 yearas set out in Class Z of the above table,
or for an unpaid apprentice are TT$1.00 per week.
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1.5

1.5.1. Long-term benefits

(@)

(b)

(c)

(d)

Benefit provisions of the NIS at 30 June 2005

Three funds were set up by section 43 of the Nativsurance Act.

Retirement pension
Contribution
requirement

Age requirement

Amount of benefit

Minimum basic pension:

Duration of pension:

Retirement grant
Contribution
requirement:

Eligibility:

Age' requirement:
Amount of benefit:
Minimum:

Invalidity pension
Eligibility:

Amount of benefit:

Duration of pension:

Survivors’ pension
Eligibility:

750 weeks of contributions paid or credited.

Age 60 or over and retired from the workforce age 65and over
regardless of whether or not the person is retired.

30% to 48% of average weekly earnings over thelevperiod for
which contributions are paid or credited, basedhen12 earnings
classes, plus 0.56% to 0.71% of average weeklyireggrior each
25 weekly contributions (not including age credasgr 750 weeks.

TT$1,000 per month

Payable for life.

Less than 750 weeks of contributions paid or ceeldit
The person must be ineligible for retirement pemsio
Same as retirement pension.

Three times the total employee and employer cantiohs.

TT$200.

The insured people must have met certain contdhuti
requirements, less than age 60, incapacity not echuby
employment and have medical certification that they likely to
remain incapable of work for a period of at lea&imonths

Same as retirement pension, but not subject tonin@mum
pension of TT$1,000 per month.

Payable until age of 60 (or until recovery fromalidity) and then
converted to a retirement pension of the same atnebather or
not 750 weeks of contributions have been paid edited.

Deceased insured less than age 60 or receiviny@ment pension
or aged 60 or over entitled to receive a retirenpemision as at date
of death. Benefit not paid where the deceasedeadswould have
been entitted to a Retirement Grant. Death notse@uby
employment. A minimum of 50 weeks of contributiqresd.

— Widow or Widower: legal spouse
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Amount of benefit:

Duration of benefit:

(e) Survivors’ allowance
Eligibility:

Amount of benefit

Duration of benefit

[.5.2. Short-term benefits

(a) Sickness benefit
Contribution requirement:

Eligibility:

Amount of benefit;

— Child: less than age 19, including an unborn child. the
case of an orphan where only one of the deceaseahtpa
was an insured, this orphan is considered as d chil

— Orphan: less than age 19
— Parents: Wholly or mainly maintained by deceasedried

-  Widows/Widowers Allowance: Widow's or widower's
remarriage

The proportion of retirement or invalidity pensidle, which the
spouse/child/orphan/parent was entitled, shownvizelo
- Widow or widower: 60 per cent

— Child: 30 per cent
Minimum Child Allowance: TT$320 per month

— Orphan: 60 per cent
Minimum Orphan Allowance: TT$640 per month

— Parents: 30 per cent
Where one parent dies, the surviving parent reseive total
amount of dependent parents benefit

— Maximum family benefit: 100 per cent
- Widows/Widowers allowance: 52 weeks of widow/widowe
weekly pension and paid as a lump-sum payment

- Widow or Widower: the pension is paid for life ontil
remarriage

— Child/Orphan: Payable up to age 19. If the chijolian was
mentally or physically disabled before age 19, llemefit is
paid until the incapacity ceases.

— Parents: the pension is paid for life or until rensme

Payable after remarriage of widow or widower

50 per cent of the retirement or invalidity pem to which their
spouse was entitled.

Payable for 52 weeks.

A minimum of 10 weekly contributions in the 13 week
immediately preceding the week in which illnessdeg

The insured person must have been in insurablecgmmgint at the
time of illness and is losing earnings. lliness canised by
employment

60% of the insured average weekly earnings ovebdist 10 out of
the 13 weeks immediately preceding the illnessethasn the 12
earnings classes.
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Waiting period
Duration of benefit

(b) Maternity benefit
Contribution requirement

Eligibility:

Amount of Benefit

Duration of benefit

(c) Maternity grant
Eligibility:

Amount of benefit

(d) Funeral grant
Eligibility:

Amount of benefit:

- Minimum: TT$78 per week.
- Maximum: TT$603 per week.
Three days.

Payable for a maximum of 52 weeks.

A minimum of 10 weekly contributions in the 13e&ks
immediately preceding the sixth week before thecetgd week of
confinement.

The insured woman is not in insurable employimauring the
period of leave and pregnant for a minimum of 26ekge or
delivered a live child as certified by a medicahgiitioner. The
benefit is not dependent upon loss of earnings.

60% of the insured average weekly earnings theebest 10 out of
the 13 weeks immediately preceding the illnessedam the 12
earnings classes.

- Minimum: TT$78 per week.

- Maximum: TT$603 per week.

Payable for a maximum of 13 weeks and paid dang-sum
payment.

A woman who satisfies the contribution requiegmfor maternity
benefit. This is given in addition to maternity kéh

TT$2,000 and paid as a lump-sum payment.

Death of an insured person. The deceased insaustihave made
a minimum of 25 contributions or was in receipeaiployment
injury benefit at the time of death or would haeeb entitled to
receive employment injury benefit but for death.

TT$4,000.

1.5.3. Employment injury benefits

(@) Injury allowance
Contribution requirement

Eligibility:

Amount of benefit

1 contribution.

Incapable of work as a result of an accideisirag out of insured
employment, or as a result of a prescribed diseddes includes
employed insured persons who are under 16 or dvgeérs. The
benefit is not dependent upon loss of earnings.

665% of weekly earnings related to the contributioasdgor the
week during which the accident occurred or the afisewas
diagnosed.

-  Minimum: TT$86.81 per week.
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Duration of benefit

(b) Disablement pension
Contribution requirement

Eligibility:

Amount of benefit

Duration of Benefit

(c) Disablement grant
Contribution Requirement

Eligibility:

Amount of Benefit

(d) Death benefit

Contribution Requirement

Eligibility:

Amount of Benefit

(e) Medical expenses
Eligibility:

Expenses covered

Amount of benefit

-  Maximum: TT$669.65 per week.

Payable for a maximum of 52 weeks.

1 contribution.

Disablement resulting from an accident at worka prescribed
disease and the insured person is certified ta beaat 20 per cent
disabled.

Percentage of the amount of employment injutgvance in a
proportionate manner, which reflects the degredisdbility.

After injury allowance has ceased, payable fife lor until
disablement ceases.

1 contribution.

The insured person must be ineligible for disai#nt pension i.e.
the insured person is certified to be less thapetent disabled.

A lump sum equal to the product of the degreedisBblement
(minimum of 3 per cent) times the number of wedks expected
that the disablement will last (maximum of 365) ésn’z the
average weekly earnings that would be used foryrgllowance.

1 contribution.

The death of an insured person in the courseinsfirable
employment as a result of an accident or a presgrilisease.

Pension payable to widow, a dependent widowehild, an orphan
and dependent parents subject to similar conditessurvivors’
benefits. Death benefits are the same percentagemjuary
allowance as survivors’ benefits are of the reteatpension.

An insured person who incurs the cost of mediestment for the
personal injury or prescribed industrial diseasesiray out of
insured employment.

Doctor's fee, drugs, private hospitals, operatjo attendance
allowances.

Maximum of $18,000 per injury.
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1.6

Contemplated modifications to the NIS

Reference

Description

1 - Contributions

2 - Retirement benefits

3 - Retirement benefits

4 - Survivors benefits
5 - Survivors benefits

6 - Survivors benefits

7 - Survivors benefits

8 - Invalidity benefits

9 - Sickness benefits

10 - Maternity benefits

11 - Maternity benefits

12 - Maternity benefits
13 - Maternity benefits
14 - Funeral grant
15 - Funeral grant

16 — Employment injury
benefits

17 — Employment injury
benefits

Increase the ceiling of insurable earnings from TT$4,377 to TT$10,000

Minimum retirement grant is increased from TT$ 200 and should not exceed one
month minimum pension inclusive of the top up

The highest 750 contributions paid or credited should be used in computing
pensions.

If the Widow/Widower benefit is less than TT$320, it is topped up to TT$320.
If a dependent’s parent benefit is less than TT$160, it is topped up to TT$160

The criteria for paying a benefit be based on the 50 highest contributions, where no
retirement pension has been paid / is payable.

Eligibility requirement reduced from 50 to 25 contributions.

The highest 150 contributions should be used in determining the invalidity pension.
The link between invalidity pension and retirement pension should be removed. If
the invalid beneficiary qualifies for a retirement pension at age 60, the retirement
pension should be calculated using the 750 highest contributions. Otherwise the
invalidity pension continues (without the top up)

Eligibility criteria for sickness benefits: minimum of 15 weekly contributions in the 36
weeks immediately preceding the week of sickness

Eligibility criteria: minimum of 15 weekly contributions in the 36 weeks immediately
preceding the expected week of confinement

When the mother does not qualify for maternity benefit, the father’s contributions
are used and a Maternity grant, subject to one claim per year per father

Maternity grant increased from TT$2,000 to TT$4,000

Maternity grant doubled for multiple births

Funeral grant increased form TT$4,000 to TT$5,000

Funeral grant awarded to an insured person if insured’s spouse and /or child die.

The cost of magnetic resonance imaging should be included with regard to
reimbursement of medical expenses.

Injury allowance benefits: Pay the full salary.
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Appendix II:  Methodology, data and

assumptions

This actuarial review makes use of the comprehensrethodology developed by the
International Financial and Actuarial Service of thO (ILO FACTS) for reviewing the
long-term actuarial and financial status of a malgension scheme. The review has been
undertaken by modifying the generic version of i@ modelling tools to fit the specific
case of NIBTT. These modelling tools include a papon model, an economic model, a
labour force model, a wage model, a long-term bitnefodel and a short-term benefits
model.

The actuarial valuation begins with a projection Diinidad and Tobago’'s future

demographic and economic environment. Next, prigiectactors specifically related to

the NIS are determined and used in combination wita demographic/economic

framework to estimate future cash flows and reseryessumption selection takes into
account both recent experience and future expentgtwith emphasis placed on long-term
trends rather than giving undue weight to recepeernce.

[I.L1  Modelling the demographic and economic
developments

The general Trinidad and Tobago population has lpegjected beginning with CSO data
in 2005 and by applying appropriate mortality, ifégyt and migration assumptions. The
total fertility rate (TFR) is assumed constant &i6lover the projection period for the base
scenario. Under the high fertility scenario, theRTkcreases from 1.76 in the first
projection year to 2.35 in 2030, remaining constheteafter. Under the low fertility ratio,
the TFR decreases from 1.76 to 1.35 in 2030 remgimionstant thereafter. In both
alternative scenarios, the pace of change of thR T slow in the initial years of
projection.

Table All.1  Total fertility rate assumptions
2005 2010 2020 2030-2055
Base population 1.76 1.76 1.76 1.76
Lower fertility (old population) 1.76 1.74 1.61 1.35
Higher fertility (young 176 1.79 195 235
population)
Mortality rates have been established accordinth¢oUnited Nations’ medium varidnt
Consistency checks have been performed to ensese rdproduce with a reasonable
degree of accuracy the number of deaths in thelptpa and among the pensioners of
NIS: the lower and higher mortality are, respedyivbased on the low and high variants.
Mortality rates of the population base are provigediable All.2.
® United Nations (2004)World Population Prospects, The 2002 Revision Pajnri Database.
United Nations Population Division, Internet editjidNew York.
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Table All.2 Mortality rates

Male Female
Age 2005 2030 2055 2005 2030 2055
20 0.0013 0.0007 0.0008 0.0006 0.0004 0.0003
25 0.0017 0.0009 0.0010 0.0009 0.0005 0.0004
30 0.0020 0.0011 0.0010 0.0012 0.0006 0.0004
35 0.0024 0.0014 0.0010 0.0015 0.0008 0.0006
40 0.0032 0.0019 0.0015 0.0020 0.0012 0.0009
45 0.0045 0.0029 0.0023 0.0029 0.0020 0.0014
50 0.0066 0.0045 0.0042 0.0044 0.0031 0.0022
55 0.0101 0.0071 0.0063 0.0068 0.0047 0.0033
60 0.0155 0.0114 0.0098 0.0107 0.0073 0.0051
65 0.0239 0.0183 0.0155 0.0171 0.0118 0.0079
70 0.0367 0.0293 0.0246 0.0273 0.0208 0.0135
75 0.0561 0.0466 0.0438 0.0432 0.0362 0.0255
80 0.0849 0.0734 0.0759 0.0680 0.0727 0.0499
85 0.1265 0.1138 0.1243 0.1053 0.1143 0.0919
90 0.1843 0.1724 0.1933 0.1597 0.1864 0.1573
95 0.2607 0.2525 0.2817 0.2348 0.2785 0.2457

Table All.3 shows life expectancies at certain ggeshe three scenarios.

Table All.3 Life expectancies

Male Female
Life expectancy at: 2005 2055 2005 2055
Birth 67.7 76.5 72.5 81.6
Age 60 18.4 20.5 20.7 24.2
Age 65 15.0 16.6 16.9 19.8

Net migration is set at O under all the three pafoih scenarios.

The projection of the labour force, i.e. the numidepeople available for work, is obtained

by applying assumed labour force participationgatethe projected humber of people in

the total population. Age-specific labour force t@pation rates are assumed constant
over the projection period. The total participation ages 15-64 changes over time due to
the variation in the age composition of the popafatTable All.4 shows the age-specific

labour force participation rates for selected ages.
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Table All.4 Age-specific and total labour force participation rates (active persons as % of total population)

Age Wales Females Year Males Females

2005 2055 2005 2055

17 33% 33% 22% 22% 2005 7% 54%

22 83% 83% 64% 64% 2015 78% 55%

27 93% 93% 69% 69%

32 84% 84% 62% 62% 2025 76% 53%

37 82% 82% 67% 67% 2035 7% 53%

42 90% 90% 65% 65%

47 97% 97% 61% 61%

52 88% 88% 66% 66% 2045 74% 51%

57 78% 78% 49% 49% 2055 74% 50%

62 45% 45% 24% 24%

67 46% 46% 16% 16%

1.2

The projected real GDP is obtained by applying pingjected labour productivity per
worker to the number of employed people requiregrémiuce total output. Unemployment
is then measured as the difference between theqtegj labour force and employment.

Estimates of increases in total wages as well asatlerage wage earned are required.
Annual average real-wage increases are assumed émuthe increase in labour
productivity as it is expected that wages will atjto efficiency levels over time. Such
increases are assumed to be gradual over the tfioojgeriod from 5.4 per cent to 1.5 per
cent. The inflation assumption affects nominal agerwage increases.

Projection approach of NIS income and
expenditure

This actuarial review addresses all NIS revenueexipenditure items.

Projections of benefits recipients are performediofdng a year-by-year cohort
methodology. For each year up to 2054-55, the numbeontributors and pensioners, and
the TT dollar value of contributions, benefits aadinistrative expenditure, is estimated.
Once the projections of the insured populationcamaplete, as described in the previous
section, contribution income is then determinednftbe projected total insurable earnings,
the contribution rate, contribution density and ttwdlection rate. Contribution density
refers to the average number of weeks of contilpstpeople make during a year.

Benefit amounts are obtained through contingenastofa based primarily on plan
experience and applied to the population entitedénefits. Net investment income is
based on the assumed yield on the beginning-of+gsarve and net cash flow in the year.
The nominal yield is obtained by adding inflatian4 per cent. The long-term real rate of
return starts at 3.7 per cent and reaches thetemgrate of 3.9 per cent after ten years.
This reflects the negative correlation betweenaiidh and the real rate of return. It
assumes that the investment policy will remain egjent and that proper investment
strategies will be adopted to ensure liquidity reeack met. NIS administrative expenses
are modelled by using variations in price inflateomd average wages. Finally, the year-end
reserve is the beginning-of-year reserve plus #teesult of cash inflow and outflow.
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[1.3 NIS database as of valuation date and scheme-
specific assumptions

As of 30 June 2005, required data includes ther@aspopulation by active and inactive
status, the distribution of insurable wages amangributors, the distribution of paid and
credited contributions and pensions-in-paymentsediregated by age and sex.

Scheme-specific assumptions such as the incidehcavalidity, the distribution of
retirement by age, density and collection of cdmittions, are determined with reference to
the application of the scheme’s provisions and pagerience.

Projecting investment income requires informatidrih@ existing assets at the valuation
date and past performance of each class. Futuecttpns of changes in asset mix and
expected rates of return on each asset type tagatlmev for long-term rate of return
expectations.

Details of NIS-specific input data and the key agstions used in this report are provided
in Tables All.5 through All.10.

Table All.5 Projected NIS coverage rates, 2005-06 — 2054-55 (active insured people as % of salaried
employed population)’
Age Males Females Year Males Females
2005 2055 2005 2055
17 39% 39% 29% 29% 2005 91% 101%
22 94% 94% 124% 124% 2015 91% 99%
27 97% 97% 117% 17%
32 93% 93% 101% 101% 2025 89% 97%
37 92% 92% 96% 96% 2035 90% 97%
42 89% 89% 98% 98%
47 85% 85% 98% 98% 2045 89% 95%
52 95% 95% 83% 83% 2055 87% 96%
57 120% 120% 83% 83%
62 69% 69% 71% 71%

1 Coverage participation rates are observed when the number of people having service credited is larger than the number of employed

people.
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Table All.6  Active insured population, earnings and past credits as of valuation date (June 2005)

pges # of active insured Average 21;2tirr1llgysinsurable Ave::a:)%et:b%ft i);e:srs of
Male Female Male Female Male Female

15-19 8,842 6,480 2,267 2,140 1.2 1.1
20-24 36,572 35,288 2,627 2,518 2.1 20
25-29 33,651 33,796 3,240 2,887 4.0 3.9
30-34 29,217 27,075 3,467 3,003 6.1 5.7
35-39 25,575 22,798 3,573 3,052 8.1 7.2
40-44 28,626 24,060 3,676 3,194 11.3 10.2
45-49 26,793 21,178 3,741 3,303 15.0 13.3
50-54 23,047 16,343 3,749 3,312 18.0 16.4
55-59 16,686 10,618 3,702 3,207 19.7 17.7
60-64 6,880 4,246 3,597 2,911 25.0 15.6
All ages 235,889 201,882 3,377 2,965 9.5 7.8

Table AlL.7A  Pensions-in-payment as of valuation date (June 2005)

Age Retirement pension Invalidity pension
Male Female Male Female
Avg monthly Avg monthly Avg monthly Avg monthly
Nurmber pension Nurmber pension Nurmber pension Nurmber pension
15-19
20-24
25-29 15 611 6 484
30-34 35 502 12 545
35-39 75 417 38 487
40-44 222 456 130 436
45-49 423 469 199 420
50-54 833 476 345 445
55-59 1,157 471 446 430
60-64 11,415 994 5,209 1,001 250 412 90 373
65-69 9,967 999 4,282 1,000 2 245 3 214
70-74 7,340 999 3,007 1,000 2 256 3 158
75-79 5,324 999 2,121 999 3 168
80-84 3,526 998 1,416 998 1 349
85-89 1,812 996 713 998
90-94 528 993 242 1,000
95+ 32 955 9 1,000
Total 39,944 997 16,999 1,000 3,014 466 1,276 430
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Table All.7B  Pensions-in-payment as of valuation date (June 2005) (Cont’d.)

Survivors' pensions

Widow(er)s by sex of dead spouse

Children, orphans

Male Female and parents
Age Avg Avg Avg
monthly monthly monthly
Number pension Number pension Number pension

0-4 - - 266 320
5-9 - - 995 321
10-14 - - 2,516 321
15-19 - - 4,138 319
20-24 - - -
25-29 98 396 2 456 -
30-34 206 338 4 401 -
35-39 368 341 12 343 -
40-44 757 331 15 369 -
45-49 986 330 16 333 64 194
50-54 1,247 330 25 409 52 166
55-59 1,843 316 26 325 85 151
60-64 2,613 304 16 370 196 144
65-69 3,035 289 26 335 173 135
70-74 3,181 271 28 289 132 136
75-79 2,939 258 20 323 90 135
80-84 2,147 245 16 258 58 144
85-89 1,065 239 6 254 28 135
90-94 326 230 4 248 12 136
95+ 75 235 1 248 6 110
Total 20,886 286 217 333 8,811 302

*There is no orphan for female.
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Table All.7C  Pensions-in-payment as of valuation date (June 2005) (Cont’d.)

Employment injury benefits - Disability pensions

Male Female
Age Number Aver:gejﬁsrir:;nthly Number Aver:gejﬁsrir:;nthly
15-19 1 466 0 0
20-24 18 368 1 283
25.29 48 569 11 677
30-34 87 536 15 363
35-39 192 558 24 477
40-44 313 508 65 490
45-49 359 485 59 464
50-54 343 461 49 505
55.59 291 415 66 420
60-64 195 394 22 540
65-69 101 336 19 340
70-74 60 345 14 281
75-79 26 368 6 257
80-84 15 293 0 0
85 and over 1 128 0 0
Total 2,060 460 351 456
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Table AlL.7D  Pensions-in-payment as of valuation date (June 2005) (Cont’d.)

Survivors of male deceased from work injury’

Widows Children, orphans and parents

Aoe Number Aver:geisrir;cr)]nthly Number Aver:gr‘:s’i':;“tmy

04 ; - 5 613

> ) - 35 607
10-14 - . 59 534
15-19 - . 81 454
20-24 - . i )
25-29 9 981 - -
30-34 16 1,299 - -
35-39 24 846 - -
40-44 39 841 - .
45-49 44 824 10 546
50-54 44 859 5 336
55-59 44 846 8 181
60-64 30 700 14 323
65-69 16 621 8 351
70-74 9 732 4 319
75-79 4 698 2 351
80-84 3 698 1 351
85+ 1 698 0 0
Total 283 838 232 488

1 No pension-in-payment to survivors of female deceased from work injury at the date of valuation.
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The following table shows assumed density factorshe average portion of the year for
which contributions are mad@he density of contribution is calculated as therage
number of monthly contributions divided by 12.

Table All.8 Density of contributions (as percentage)

Age Males Females
17 21% 17%
22 51% 52%
27 62% 65%
32 67% 67%
37 68% 67%
42 69% 66%
47 72% 70%
52 73% 1%
57 73% 69%
62 54% 45%

The following table shows the expected incidendesraf insured people qualifying for
Invalidity benefits. It reflects the experiencetloé system.

Table All.9 Rates of entry into invalidity

Age Males Females

22 - -

27 0.000125 0.000058
32 0.000287 0.000144
37 0.000659 0.000353
42 0.001513 0.000869
47 0.003478 0.002137
52 0.007992 0.005258
57 0.018364 0.012934

Table All.10 shows the assumed probability of Stowibenefit claims and the average
ages of new claimants, grouped by the age of theaded.
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Table Al.10  Probability of a deceased having eligible survivors and their average ages

Males Females
Age Probability of being  Average # of  Probability of being  Average # of
married eligible children married eligible children
17 27% 0.1 0% 0.5
22 37% 1.7 3% 2.0
27 57% 25 7% 2.6
32 72% 2.7 9% 2.6
37 80% 25 10% 2.3
42 83% 2.3 10% 1.8
47 81% 2.0 9% 1.4
52 75% 1.5 8% 0.9
57 65% 1.0 6% 0.4
62 61% 0.4 5% 0.1
67 60% 0.1 4% 0.1
72 58% 0.1 3% 0.1
77 53% 0.1 2% 0.1
82 46% 0.1 1% 0.1
87 37% 0.1 0% 0.1

Table All.11 presents the basic incidence ratetherdduration used for the projection of
short-term benefits such as established with the finost recent years of experience. A
coefficient calibration of 1.18 has been appliethimse to reflect emerging trends.

Table All.11  Sickness benefits

Male Female
Age . Average duration . Average duration
Incidence rate (days) Incidence rate (days)
17 0.002046 23.7 0.005364 17.1
22 0.016266 23.1 0.019766 23.8
27 0.026401 23.0 0.029096 294
32 0.033231 255 0.034138 32.6
37 0.037535 25.3 0.035678 36.7
42 0.040095 27.0 0.034500 42.6
47 0.041692 32.6 0.031390 49.4
52 0.043104 35.0 0.027133 54.8
57 0.045114 39.8 0.022514 56.5
62 0.048501 29.6 0.018317 54.5

Incidence of disablement due to work injury hasnbdetermined separately for injured
workers eligible for a pension due to a degreengdairment of 20 per cent and for those
receiving a lump sum for the compensation of peenamisability smaller than 20 per
cent. Table All.12 presents rates at selected ages.

ILO/TF/Trinidad and Tobago/R.16 63



Table All.12  Incidence of permanent disability resulting from work injury

Male Female
Age
20% and above  Less than 20% 20% and above Less than 20%
17 0.000177 0.000295 0.000000 0.000013
22 0.000177 0.000339 0.000000 0.000014
27 0.000169 0.000443 0.000051 0.000044
32 0.000327 0.000577 0.000028 0.000093
37 0.000603 0.000713 0.000127 0.000151
42 0.000951 0.000824 0.000301 0.000209
47 0.001325 0.000879 0.000503 0.000254
52 0.001678 0.000852 0.000688 0.000279
57 0.001963 0.000714 0.000807 0.000272
62 0.002133 0.000435 0.000814 0.000224

The benefit paid to pensioners is proportionahtirtdegree of disability. This percentage
was set at 35 per cent for both genders and agksng sum is paid to permanently and
partially disabled injured workers. It is calculdtdby considering the degree of
disablement, the number of weeks of disablementtlamearnings of the injured workers.
Based on past experience, coefficients applicabted average annual earning have been
determined by gender and age. Table All.13 preserus coefficients for selected ages.

Table All.13  Work injury partial disablement grant - Benefit as proportion of annual wage

Age Male Female
17 0.204 0.165
22 0.222 0.166
27 0.237 0.176
32 0.250 0.195
37 0.260 0.225
42 0.268 0.264
47 0.273 0.314
52 0.276 0.373
57 0.276 0.443
62 0.275 0.489
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Appendix Ill:  Experience analysis

1.1 Financial data
Internal accounting procedures allow for proper itasimg of experience and separate
financing methods as each benefit type has diffeslearacteristics and funding objectives.
Each branch is also expected to meet its expeedititom its income and accumulated
reserves.

Table lll.1  Long-term Benefits Fund (TT$ Millions)

2000-01 2001-02 2002-03" 2003-04 2004-05
Fund at start of year 2,984 3,176 3,417 3,543 6,700
Contribution income 632 663 722 800 997
Investment income 558 607 608 700 667
Miscellaneous income 24 28 4 53 35
Transfer from Accumulated Reserve 2,353 856
Total receipts 1,214 1,298 1,333 3,907 2,555
Retirement pension 219 230 240 529 662
Retirement grant 30 19 24 35 36
Invalidity pension 20 29 28 24 33
Survivors’ pension 49 63 61 81 103
Administration expenses 47 58 56 80 80
Transfer to Accumulated Reserve 658 658 787
Total expenditure 1,023 1,057 1,207 750 914
Transfer to Benefits Fund 192 241 127 3,157 1,641
Fund at year-end 3,176 3,417 3,543 6,700 8,341

' In the year 2002-03, expenditures related to thesipa fund of NIBTT employees of TT$9.4
million, TT$0.1 million and TT$0.5 million were ceidered as expenditures of, respectively, long-
term benefits fund, short-term benefits fund andgleyment injury fund. Such expenditures do not
appear separately in the tables, but are includdbtal expenditure. In the other years, reveraues
observed and are included in “Miscellaneous income”

ILO/TF/Trinidad and Tobago/R.16 65



Table lll.2  Short-term Benefits Fund (TT$ Millions)

2000-01 2001-02 2002-03 2003-04 2004-05

Fund at start of year 39 45 45 48 67
Contribution income 84 88 96 85 106
Investment income 7 9 8 10 7
Miscellaneous income 0 0 0 1 0
Transfer from Accumulated Reserve
Total receipts 91 97 104 95 113
Sickness benefit 13 14 15 16 18
Maternity benefit 14 14 15 22 36
Maternity grant
Funeral grant 9 8 9 16 20
Administration expenses 1 1 1 1 1
Transfer to Accumulated Reserve 49 59 62 21 12
Total expenditure 86 96 101 76 87
Transfer to Benefits Fund 6 1 3 19 25
Fund at year-end 45 45 48 67 93

Table ll.3  Employment Injury Fund (TT$ Millions)

2000-01 2001-02 2002-03 2003-04 2004-05
Fund at start of year 150 178 204 213 224
Contribution income 46 48 52 56 70
Investment income 28 34 36 42 22
Miscellaneous income 1 2 0 3 1
Transfer from Accumulated Reserve 4
Total Receipts 75 84 89 102 97
Disablement benefit 10 11 12 15 19
Disablement grant 2 1 2 2 2
Injury allowance 8 9 8 9 10
Medical expenses® - - - - -
Survivors’ benefits 3 3 3 4 4
Administration expenses 2 3 3 5 3
Transfer to Accumulated Reserve 22 30 49 57 -4
Total expenditure 46 58 79 90 38
Transfer to Benefits Fund 29 25 9 11 59
Fund at year-end 178 204 213 224 284

! Expenses are less than TT$0.5 million.
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Table ll.4  Reserves — Accumulation (TT$ Millions)
2000-01 2001-02 2002-03 2003-04 2004-05
Balance at start of year 2,433 3,167 3,919 4,966 2, 513
Add: Prior year adjustment 4 3 148 -31
Add: Transfers from:
Long-term Benefits Fund 658 658 787 -2,353 -856
Short-term Benefits Fund 49 59 62 21 12
Employment injury Benefit Fund 22 30 49 57 -4
Less: Administrative expenses 0 0 0 0 0
Accumulated Reserve Misc. Income 3 3 1 42
Balance at year-end 3,167 3,919 4,966 2,513 1,708
Table l.5  Reserves - Revaluation (TT$ Millions)
2000-01 2001-02 2002-03 2003-04 2004-05
Balance at start of year 724 563 655 828 2,242
Add: Prior year adjustment -148
Revaluation Reserve Movement -161 92 322 1,414 408
Balance at year-end 563 655 828 2,242 2,650
Accounting adjustments have been reported in Tdlldsand II.5 to ensure consistency
between balances at beginning and end of year. dbewt necessarily reflect their timing
in financial statements.
Chart 1ll.1 shows the evolution of funds. The prdjpm of reserves over all funds has
narrowed from 50 to 33 per cent during the perifite expectation at June 2005 of the
ratio in previous actuarial review was 39 per cent.
Chartlil.1  Evolution of funds (TT$ Millions)
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Chart 111.2 shows calculation of investment yieldehe calculation of yields
considers all assets at the denominator, not dryrivestments, and assumes that
all gains are realized at mid-year. In fact, theg a simplistic formula:

X
Yield=_ 2%
A+B-I
where,
| = Investment income + unrealized gains if appiatpr
A = Assets at beginning of financigéar

B = Assets at end of financial year

Chartlll.2  Net investment yields

— - — Investment income only
—#— Investment income and unrealized gains
- - 4 - - Price inflation
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Table 11.6 shows statistical data for yields readizby the funds since 1990.
Inflation is the average of the variation of thensomer price index of both
calendar years covered by the financial year.
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Table Il.6  Economic data (%)

Yield  Yield (including Real yield g::l'u’giﬂd
Inflation (investment unrealized (investment unrealizeg Risk premium
income only) gains income only) .
gains
A B c D= E= F=
(1#B)/(1+A)-1  (1+C)/(1+A)-1  (1+E)/(1+D)-1

1990-91 74 6.9 0.4
1991-92 5.2 5.1 -0.1
1992-93 8.7 6.0 2.4
1993-94 9.8 8.6 -141
1994-95 71 8.0 0.9
1995-96 4.3 95 5.0
1996-97 3.5 11.7 15.9 7.9 12.0 3.8
1997-98 4.6 10.5 15.8 5.6 10.7 4.8
1998-99 45 9.6 9.5 49 48 -0.1
1999-00 3.5 9.8 16.9 6.1 13.0 6.5
2000-01 4.6 9.0 6.6 43 1.9 2.3
2001-02 4.9 8.8 10.1 3.8 5.0 1.1
2002-03 3.9 7.7 1.4 3.6 7.3 3.5
2003-04 3.7 7.7 20.7 3.9 16.4 12.1
2004-05 5.3 5.8 9.3 0.5 3.8 3.2
Average

1990-91 to 2004-05 54 8.6 N/A 2.8 N/A N/A
Average

1996-97 to 2004-05 4.3 8.9 12.9 4.5 8.3 3.6
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[1.2 Demographic data

Table lI.7  Number of participants and beneficiaries

2000-01 2001-02 2002-03 2003-04 2004-05
Expected
Contributors 276,827 283,925 291,822 298,265 304,479
Retirement pensioners 42,877 41,625 40,566 39,650 38,940
Retirement grants 1,277 1,355 1,510 1,698 1,850
Survivor pensioners 22,312 22,105 22,047 22,043 22,049
Invalidity 3,631 3,823 4,141 4,497 4,887
Total long term 69,997 68,908 68,264 67,888 67,726
Sickness 12,541 13,556 14,647 15,816 17,056
Maternity benefits 3,046 3,095 3,145 3,200 3,263
Maternity benefits grants 3,244 3,295 3,348 3,406 3,472
Funeral grants 3,982 4,056 4,136 4,219 4,299
Total short term 22,813 24,002 25,276 26,641 28,090
Injury allowances 3,126 3,197 3,267 3,335 3,400
Medical expense payments 380 390 400 411 421
Disablement pensioners 2,919 2,991 3,068 3,154 3,242
Disablement grants 108 110 113 115 117
Total Employment injury 6,533 6,688 6,848 7,015 7,180
Observed
Contributors 286,000 306,216 326,211 359,187 400,202
Retirement pensioners 45,872 47,094 48,641 54,186 56,817
Retirement grants 2,398 1,842 2,273 3,245 2,913
Survivors pensioners 26,640 27,137 28,284 28,829 29,914
Invalidity 4,492 4,755 5,113 5,698 4,290
Total long term 79,402 80,828 84,311 91,958 93,934
Sickness 12,691 12,962 14,278 15,270 12,080
Maternity benefits 4,008 3,749 3,651 4,755 5,089
Maternity benefits grants 4,170 3,926 3,824 4,921 5,109
Funeral grants 3,980 4,504 4,139 4,396 4,932
Total short term 24,849 25,141 25,892 29,342 27,210
Injury allowances 2,922 2,786 2,936 2,759 2,851
Medical expenses payments 190 172 151 239 204
Disablement pensioners 1,802 1,950 2,110 2,273 2,411
Disablement grants 225 145 152 169 138
Total Employment injury 5,139 5,053 5,349 5,440 5,604
Ratio observed/expected
Contributors 1.033 1.079 1.118 1.204 1.314
Retirement pensioners 1.070 1.131 1.199 1.367 1.459
Retirement grants 1.878 1.359 1.505 1.911 1.575
Survivors pensioners 1.194 1.228 1.283 1.308 1.357
Invalidity 1.272 1.244 1.235 1.267 0.878
Total long term 1.134 1.173 1.235 1.355 1.387
Sickness 1.012 0.956 0.975 0.965 0.708
Maternity benefits 1.316 1.211 1.161 1.486 1.560
Maternity benefits grants 1.285 1.192 1.142 1.445 1.471
Funeral grants 0.999 1.110 1.001 1.042 1.147
Total short term 1.089 1.047 1.024 1.101 0.969
Injury allowances 0.935 0.871 0.899 0.827 0.839
Medical expenses payments 0.500 0.441 0.378 0.582 0.485
Disablement pensioners 0.617 0.652 0.688 0.721 0.744
Disablement grants 2.083 1.318 1.345 1.470 1.179
Total Employment injury 0.787 0.756 0.781 0.775 0.781
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Appendix IV:  Contribution rate and benefits schedul es

Table IV.1  Recommended earnings classes and contributions from 7 January 2008
Based on contribution rate of 11.4% (of insurable earnings)
' . ' Assumed Employee's Employer's Total weekly
Eamings class  Weekly earnings Monthly earings  average wegkly \./vee'kly \'Nee.kly contribution Class Z weekly
earnings contribution contribution
I 120 - 200 520 - 867 160 6.08 12.16 18.24 1.23
I 200-270 867 - 1170 235 8.93 17.86 26.79 1.81
1l 270-360 1170 - 1560 315 11.97 23.94 35.91 243
v 360-450 1560 - 1950 405 15.39 30.78 46.17 3.12
V 450-550 1950 - 2383 500 19.00 38.00 57.00 3.85
VI 550-660 2383 - 2860 605 22.99 4598 68.97 4.66
Vil 660-770 2860 - 3337 715 2717 54.34 81.51 5.51
Vil 770-880  3337-3813 825 31.35 62.70 94.05 6.36
X 880-1010 3813 -4377 945 35.91 71.82 107.73 7.28
X 1010-1130 4377 -4897 1,070 40.66 81.32 121.98 8.25
Xl 1130-1260 4897 - 5460 1,195 4541 90.82 136.23 9.21
Xl 1260 - 1400 5460 - 6067 1,330 50.54 101.08 151.62 10.25
Xl 1400 - 1550 6067 - 6717 1,475 56.05 112.10 168.15 11.37
XV 1550-1720 6717 - 7453 1,635 62.13 124.26 186.39 12.60
XV 1720-1915 7453 - 8298 1,818 69.07 138.13 207.20 14.01
XVI 1915 and over 8300 and over 1,915 72.77 145.54 218.31 14.76
Table IV.2 Recommended earnings classes and voluntary contributions from 7 January 2008
Based on 11.4% contribution rate
Earnings class  Weekly earnings Monthly earnings A;Zgg;i:ﬁ%%e Voluntary weekly Voluntary monthly \éﬂgﬂzg
I 120 - 200 520 - 867 160 18.24 79.04 23712
I 200 - 270 867 - 1170 235 26.79 116.09 348.27
1l 270 - 360 1170 - 1560 315 35.91 155.61 466.83
v 360 - 450 1560 - 1950 405 46.17 200.07 600.21
\Y 450 - 550 1950 - 2383 500 57.00 247.00 741.00
Vi 550 - 660 2383 - 2860 605 68.97 298.87 896.61
Vil 660 - 770 2860 - 3337 715 81.51 353.21 1059.63
VI 770 - 880 3337 - 3813 825 94.05 407.55 1222.65
IX 880 - 1010 3813 - 4377 945 107.73 466.83 1400.49
X 1010 - 1130 4377 - 4897 1,070 121.98 528.58 1585.74
Xl 1130 - 1260 4897 - 5460 1,195 136.23 590.33 1770.99
Xl 1260 - 1400 5460 - 6067 1,330 151.62 657.02 1971.06
Xl 1400 - 1550 6067 - 6717 1,475 168.15 728.65 2185.95
XV 1550 - 1720 6717 - 7453 1,635 186.39 807.69 2423.07
XV 1720 - 1915 7453 - 8298 1,818 207.20 897.87 2,693.61
XVI 1915and over 8300 and over 1,915 218.31 946.01 2838.03

ILO/TF/Trinidad and Tobago/R.16

71



Table IV.3 Recommended basic retirement and invalidity pension rates from 7 January 2008

Earnings class New basic pension (weekly) New basic pension (monthly)
I 77.50 335.83
Il 100.75 436.58
1l 119.35 517.18
vV 137.95 597.78
v 155.00 671.67

VI 183.68 795.95
VI 216.23 937.00
Vil 248.78 1,078.05
IX 283.65 1,229.15
X 320.85 1,390.35
Xl 358.05 1,551.55
Xl 376.65 1,632.15
X 440.05 1,906.87
W\ 487.78 2,113.72
XV 542.23 2,349.65
XVI 571.31 2,475.70

Table IV.4 Recommended basic retirement and invalidity pension rates for increment from 7 January

2008
Earnings class New Increment (weekly) New Increment (monthly)
I 113 4.90
I 1.58 6.85
Il 2.00 8.67
v 242 10.49
V 2.85 12.35
VI 3.46 14.99
VI 4.05 17.55
Vil 4.68 20.28
IX 5.32 23.05
X 6.05 26.22
Xl 6.73 29.16
Xl 7.49 32.46
Xl 8.31 36.01
XV 9.21 39.91
XV 10.24 44,37
XVI 10.79 46.76
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Table IV.5 Recommended survivors’ pension rates from 7 January 2008

Eami Weekly benefit Monthly benefit
irlglsnsgs Widow / Dependant Dependant Dependant ~ Widow / Dependant Dependant Dependant
widower child parents orphan widower child parents orphan

I 45.78 22.89 22.89 45.78 198.38 99.19 99.19 198.38

I 59.81 29.91 29.91 59.81 259.18 129.61 129.61 259.18

Il 70.77 35.39 35.39 70.77 306.67 153.36 153.36 306.67
v 82.52 41.26 41.26 82.52 357.59 178.79 178.79 357.59
v 93.00 46.50 46.50 93.00 403.00 201.50 201.50 403.00
Vi 109.99 55.00 55.00 109.99 476.62 238.33 238.33 476.62
VI 129.06 64.54 64.54 129.06 559.26 279.67 279.67 559.26
VIl 148.15 74.08 74.08 148.15 641.98 321.01 321.01 641.98
IX 169.30 84.65 84.65 169.30 733.63 366.82 366.82 733.63
X 191.62 95.81 95.81 191.62 830.35 415.18 415.18 830.35
Xl 213.94 106.98 106.98 213.94 927.07 463.58 463.58 927.07
Xl 238.08 119.04 119.04 238.08 1,031.68 515.84 515.84 1,031.68
X 264.03 132.01 132.01 264.03 1,144.13 572.04 572.04 1,144.13
XV 292.67 146.33 146.33 292.67 1,268.24 634.10 634.10 1,268.24
XV 325.34 162.67 162.67 325.34 1,409.81 704.90 704.90 1,409.81
XV 342.79 171.39 171.39 342.79 1,485.42 742.69 742.69 1,485.42

Table IV.6 Recommended rates for increments survivors’ pensions from 7 January 2008

Eami Weekly benefit Monthly benefit
irlglsnsgs Widow/ Dependant Dependant Dependant Widow/ Dependant Dependant Dependant
widower child parents orphan widower child parents orphan
I 0.69 0.34 0.34 0.69 2.99 1.47 1.47 2.99
I 0.95 0.48 0.48 0.95 412 2.08 2.08 412
1l 1.21 0.61 0.61 1.21 5.24 2.64 2.64 5.24
v 1.46 0.74 0.74 1.46 6.33 3.21 3.21 6.33
v 1.71 0.86 0.86 1.71 7.41 3.73 3.73 7.41
Vi 2.08 1.05 1.05 2.08 9.01 4.55 4.55 9.01
VI 244 1.22 1.22 244 10.57 5.29 5.29 10.57
VIl 2.82 1.41 1.41 2.82 12.22 6.11 6.11 12.22
IX 3.20 1.60 1.60 3.20 13.87 6.93 6.93 13.87
X 3.63 1.82 1.82 3.63 15.73 7.89 7.89 15.73
Xl 4.05 2.03 2.03 4.05 17.55 8.80 8.80 17.55
Xl 4.50 2.25 2.25 4.50 19.50 9.75 9.75 19.50
Xl 4.99 249 249 4.99 21.62 10.79 10.79 21.62
XV 5.53 2.76 2.76 5.53 23.96 11.96 11.96 23.96
XV 6.14 3.07 3.07 6.14 26.61 13.30 13.30 26.61
XVI 6.47 3.24 3.24 6.47 28.04 14.04 14.04 28.04
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Table V.7 Recommended employment injury benefits rates from 7 January 2008

Earnings class Weekly Monthly
I 106.84 462.97
I 158.49 686.79
M 209.36 907.23
v 267.86 1,160.73
V 335.86 1,455.39

Vi 407.36 1,765.23
VI 478.03 2,071.46
Al 548.73 2,377.83
IX 627.07 2,717.30
X 709.75 3,075.58
Xl 792.41 3,433.78
Xl 881.82 3,821.22
Xl 983.33 4,261.10
XV 1,090.00 4,723.33
XV 1,211.67 5,250.57
XVI 1,276.67 5,532.24

Table IV.8 Recommended employment injury death benefit from 7 January 2008

Widow Widow Dependant child Dependant child Dependant Dependant

Earnings parent parent
class
Weekly Monthly Weekly Monthly Weekly Monthly
I 64 277 32 139 32 139
I 95 413 47 204 47 204
1l 126 546 63 273 63 273
vV 161 697 80 346 80 346
\Y 201 872 101 439 101 439
Vi 244 1,059 122 530 122 530
VI 287 1,245 143 620 143 620
VIl 329 1,425 165 715 165 715
IX 377 1,633 188 814 188 814
X 426 1,844 213 922 213 922
Xl 476 2,061 238 1,030 238 1,030
Xl 529 2,294 265 1,147 265 1,147
Xl 590 2,557 295 1,278 295 1,278
XV 654 2,834 327 1,417 327 1,417
XV 727 3,150 364 1,575 364 1,575
XVI 766 3,319 383 1,660 383 1,660
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Table IV.9 Recommended constant attendance and care allowance rates from 7 January 2008

Earnings class Weekly Monthly
I 15.83 68.6
I 26.07 112.97
M 34.54 149.67
v 4531 196.34
v 57.66 249.86

Vi 70.42 305.15
VI 82.85 359.02
Al 97.57 422.80
IX 112.82 488.89
X 129.07 559.30
Xl 146.45 634.62
Xl 173.33 75110
Xl 192.23 833.00
XV 213.08 923.35
XV 236.87 1,026.44
XVI 249.58 1,081.51

Table IV.10 Recommended sickness and maternity benefit rates from 7 January 2008

Earnings class Weekly Monthly
I 96.00 416.00
I 142.24 616.37
M 189.00 819.00
v 240.51 1,042.21
V 302.50 1,310.83

Vi 366.74 1,589.21
VI 430.24 1,864.37
Julll 493.76 2,139.63
IX 564.51 2,446.21
X 638.27 2,765.84
Xl 713.27 3,090.84
Xl 794.05 3,440.88
Xl 885.00 3,835.00
XV 981.00 4,251.00
XV 1,090.50 4,725.50
XVI 1,149.00 4,979.00
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Table IV.11 Recommended rates of payment for medical expenses

Expenses details

Rates payable with effect on

Rates payable with effect on

or after 5 January 2004 or after 7 January 2008
a) Doctors visits
i General Practitioner
I Office visit TT$37.50 per visit TT$46.88 per visit
(8.00 am. to 6.00 pm.) (8.00 am. To 6.00 pm.)
[ Visit by doctor to site TT$74.50 per visit TT$93.13 per visit
(8.00 am. to 6.00 pm.) (8.00 am. To 6.00 pm.)
0 Emergency visit n/a n/a
i Specialist visit
I Office visit TT$93.00 per visit TT$116.25 per visit
(8.00 am. to 6.00 pm.) (8.00 am. To 6.00 pm.)
I Visit by doctor to site TT$124.00 per visit TT$155 per visit
(8.00 am. to 6.00 pm.) (8.00 am. To 6.00 pm.)
iii Psychiatrist
[ Initial consultation TT$112.00 per hour TT$140 per hour
I Follow up TT$93.00 per visit TT$116.25 per visit

b) Drugs and dressing

¢) Hospital expenses

d) Operations
0 Minor
0 Intermediate
0 Major

to maximum of 15 visits
Up to TT$620.00 per injury

TT$186.00 per day
including cost of investigation,
drugs and x-rays.

Up to TT$496.00
Up to TT$992.00
Up to TT$1984.00

to maximum of 15 visits
Up to TT$775 per injury

TT$232.5 per day
including cost of investigation,
drugs and x-rays

Up to TT$620
Up to TT$1240
Up to TT$2480

There is also a maximum to the total liability tlean be paid for an individual. For rates
payable with effect from 5 January 2004, this is$I8,000. For rates payable from
7 January 2008, this maximum will rise to TT$22,500
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Table IV.12 Conversion rates: Category (1)' Benefits-in-payment at date of uprating

Class of benefit prior to uprating Class of benefit post uprating
I I
Il Il
1l 1]
% \Y
v v
VI Vi

Vi Vi
Vil Vil
IX IX
X X
X Xl
Xl Xl

Table IV.13 Conversion rates: Category (2)? Benefits-in-payment at date of uprating

Class of benefit prior to uprating Class of benefit post uprating

I

I

1]

v

v The same nominal amount of benefit payable prior to date of
Vi implementation of new rates is payable. For Category (2)
VIl benefits the value of benefit awarded at the start of the
VIl benefit period is payable until the period finishes.

IX

X

Xl

Xl

1 Category (1): Long-term benefits: retirement, disability and survivors’ pensions

Employment injury benefits: disability and survivors’ pensions

2 Category (2): Maternity and Sickness benefits
Employment injury benefits: injury allowances, medical expenses, constant care and attendance
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Table IV.14 Conversion rates: Earnings prior to 11 August 1980

Earnings class prior to 11 August 1980 Earnings class After 7 January 2008
I
I
1]
vV
\Y
Vi
Vi I
VIl 1]

Table IV.15. Conversion rates: Earnings from 11 August 1980 to 2 May 1999

Earnings class from 11 August 1980 to 2 May 1999 Earnings class After 7 January 2008
I I
I I
1] I
v I
V Il
Vi 1
Vi v
VIII \Y

Table IV.16 Conversion rates: Earnings from 3 May 1999 to 7 January 2008

Earnings class from 11 August 1980 2 May 1999 Earnings class After 7 January 2008
I I
Il Il
1 1
v v
\Y, \Y
VI VI
Vil Vi
Vil VI
IX IX
X X
Xl Xl
Xl Xl
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Appendix V:  Financial projections corresponding
to ILO recommendations

This appendix presents the financial projectioras tdonsider the ILO proposal regarding the
minimum retirement pension and the contributiomsaihe contribution rate of 9.9 per cent
of insurable earnings would be raised to 11.4 pat m January 2008.
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Table V.1 Projected income, expenditure and reserve, 2005-2055, considering the ILO proposals related to the minimum retirement pension and the contribution

rates
Revenue Expenditure Assets
veer Coir;t;i;)r:t;on Investment income Total Benefits z‘::: :‘L‘it;tri“;z:‘ Total Excess of revenue Year-end Ntl:jtr::?:r:toyf::::s
over expenditure expenditure
2005-2006 1314 268 1408 829 2723097 1,022,705 92,529 1,115,234 1607 863 14 683 621 13,17
2006-2007 1431504 1443785 2875289 1,082,732 99,918 1,182,650 1692 639 16 376 260 13,85
2007-2008 1976 314 1474220 3450 534 1,451,782 107,110 1,558,892 1891 642 18 267 901 11,72
2008-2009 2638780 1613559 4252 339 1,824,226 114,372 1,938,598 2313741 20 581 641 10,62
2009-2010 2792690 1768 417 4561107 1,950,756 121,646 2,072,402 2488705 23 070 346 11,13
2010-2011 2936 752 1926 868 4 863 620 2,078,814 128,877 2,207,691 2655929 25726 275 11,65
2011-2012 3052 656 2085931 5138 587 2,220,928 136,007 2,356,935 21781652 28 507 927 12,10
2012-2013 3969 529 2251018 6 220 547 2,959,074 142,978 3,102,052 3118495 31626 422 10,20
2013-2014 4152176 2421797 6573973 3,148,898 149,732 3,298,630 3275343 34 901 766 10,58
2014-2015 4318 803 2589722 6 908 525 3,337,345 156,208 3,493,553 3414972 38316738 10,97
2019-2020 5569 189 3699 605 9268 794 5,213,327 188,265 5,401,592 3 867 202 56 634 904 10,48
2024-2025 6 889 910 5029 144 11919 054 7,761,105 227,267 7,988,372 3930682 76 324 832 9,55
2029-2030 8683817 6329 373 15013 190 10,957,708 274,427 11,232,135 3781055 95474 823 8,50
2034-2035 10 940 186 7482098 18 422 284 15,224,611 330,116 15,554,727 2 867 557 112 061 947 7,20
2044-2045 15769 322 6 321 527 22 090 849 31,422,760 477,384 31,900,144 -9 809 295 88 563 640 2,78
2054-2055 22359618 -11 685 426 10 674 192 57,082,695 693,330 57,776,025 -47 101 833 -196 328 285 -3,40
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