
Canadian 
Institute 

of 
Actuaries

L’Institut 
canadien 
des
actuaires

2010 Annual Meeting Assemblée annuelle 2010
Vancouver, British Columbia Vancouver (Colombie-Britannique)

Session/séance: Pension Reform Panel Discussion
Speaker(s)/conférencier(s): R. Brown, J. Lafrance, M. Tremblay, T. Williams



Objectives
• Review key issues and recent public policy 

activities in the pension area
• Obtain feedback of the participants at the 

session on their views on priorities and 
solutions/approaches the CIA should favor in 
coming months



Agenda
• Introduction (Monique Tremblay)
• Government-facilited initiatives (Rob Brown)
• Private sector initiatives (Tony Williams)
• Stakeholders' views on pension reform issues 

and proposed solutions (Jacques Lafrance)
• Discussion



Starting point
• There are three stools to the Canadian Retirement 

system
• Extensive discussions take place on the need to 

adjust/fix the retirement system in Canada
• There is no concensus on the scope of the issues 

and nature of the optimal solutions
• Discussions so far have covered mainly two stools, 

with some overlap between government-facilitated 
and private sector solutions



Starting point (cont'd)
• The CIA considers that our profession can:

– bring expertise to the table
– contribute to discussions
– Help identify and assess viable solutions



Starting point (cont'd)
• In the last year, the CIA:

– Created the Pension Task Force 
– Published in November 2009 the Retooling document (mainly 

addressing the private stool of the retirement system)
– Published in March 2010 the White Paper on Government-facilitated 

plans (mainly addressing the public stool of the retirement system)
– Trained a number of spokesperson and met with a considerable 

number of stakeholders on pension reform issues
– Monitored and reviewed publications and stakeholders' views and 

interventions
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PROPOSALS

1. Smart D.C. plans
- Keith Ambachtsheer’s CSPP
- The ABC plan  (Tony W.)

2. Plans to expand the C/QPP
- Canadian Labour Congress
- Nat. Assoc. of Federal Retirees

(Bernard Dussault)
- CARP

3. Target benefit plans  (Tony W.)



• Where do we stand today

- Bob Baldwin’s Report to Ontario MoF
- Jack Mintz Report (6 parts) to Whitehorse 

Summit
- Edward Whitehouse (OECD) Report to 

Dept. of Finance, Ottawa



• The Whitehorse Summit sought to calm the rhetoric

- The sky is not falling

- Seems to have been accepted by Finance, Ottawa



Bob Baldwin
• Pension coverage rates are down
• But the number of Canadians with pensions is up (now 

5,900,000)
• True because labour force is growing faster than pension 

coverage
• With more females in the labour force, more households 

have at least one pension
• Private sector DB coverage is down
• Point-in-time pension coverage rates would be more 

pessimistic than life-time coverage rates



Bob Baldwin
• Retirement income is up
• For couples,  from 1976 to 2007, up 55%
• For singles, up 79%
• Due to maturation of C/QPP and 3rd pillar savings 

(RPPs / RRSPs)
• Home ownership is high (5/6); most with no mortgage 
• Replacement rates are about 80% (but vary widely by 

income levels)



The Mintz Report
• Background to Whitehorse meeting of Ministers of 

Finance
• Canada does well compared to OECD
• But 1 in 5 Canadians may not have sufficient RPPs / 

RRSPs to replace 90% of pre-retirement 
consumption

• Evidence that those in RPPs do not have the largest 
retirement income

• Evidence shows that active asset management does 
no better than passive management for both pension 
plans and mutual funds

• With fees deducted, active management does worse



Ed Whitehouse (OECD) Report to the Federal 
Minister of Finance

• Government sponsored pensions cost 4.5% of GDP 
versus a 7.4% average in OECD

• This will rise to 6.2% by 2060
• Administration costs are low (only N.Z. is cheaper)
• In long run, system is sustainable
• Government plans are small leaving room for 

RPPs/RRSPs



• Private systems (RPPs / RRSPs) provide a 
substantial portion of retirement income (more than 
for the average OECD nation)

• Canada achieves (on average) a 90.8% replacement 
ratio (based on net disposable income) versus an 
82.4% average over all OECD countries

• Canada’s old-age poverty rate (4.4%) is fifth lowest in 
the OECD

• And below the poverty rates in the general population
• Overall Canada’s system (3 pillars) is well diversified



Edward Whitehouse – OECD

• RRSP costs are high in Canada (2% of assets or 
more)

• Due to active management
• Charge of 2% of assets equals a 37.3% loss in total 

retirement accumulation
• This is high among OECD



PENSION REFORM PROPOSALS
I Smart DC Plans

Keith Ambachtsheer – CSPP

• Auto enrolment (but you can opt out)
• Use C/QPP payroll deduction mechanism 
• Aim for 60% replacement ratio in total (with Q/CPP)
• No contributions if earnings < $30,000  (GIS clawback)
• Admin at arms length from government (like CPPIB model)
• Lower overall costs (admin and advice)
• Total costs < 0.3% of assets per annum
• Buy deferred annuities as retirement approaches



I Smart DC Plans

The ABC Plan

• Will be covered by Tony W.



II Plans to Expand the C/QPP

• Many variations on this theme
• CPP rules say new benefits must be fully-funded
• Today’s C/QPP contribution rate is 9.9%
• But plan could be funded with 5.9% contributions
• The other 4% is to pay for past legacy liabilities
• But the plans to expand C/QPP work on retirement 

benefits with small or no change in ancillary benefits 
(death/disability/orphans)

• This can be done with a 5.5% contribution



• Today’s benefit is 25% up to YMPE
• If we were to move to 70%, it would cost the sum of:

+ 9.9% of salary from the YBE to YMPE (old benefits)
+ 9.9% of salary up to YMPE (for new benefits                 )
+ 15.4% of salary from YMPE to new limit 
(e.g., ITA limit of $122,222)

• Note:  This is a very large contribution for low income 
workers

• Note:  New full 70% benefits will take 40 years to accrue

 

˜ − 5.5%* 45
25



II Plans to Expand the C/QPP

Advantages:
• Required infrastructure already exists
• Investment agencies (CPPIB / Caisse) already exist
• Plan has the advantages of size / scale



II Plans to Expand the C/QPP

Disadvantages
• May cause good existing plans to fold (all proposals)
• Low income workers contribute more but then lose benefits to 

GIS clawback
• Lower tiers of extended benefits cost 19.8%
• The upper tier costs 15.4%
• As plan matures, contribution rate takes on added volatility 

because of increased dependence on investment returns
• Not a diversified system (all eggs in one basket)
• Takes 40 years to achieve full benefits



III Target Benefit Plans  (Part 1)

• Consistent with OECP and N.S. reports

• Tony W. will cover this



Pension Reform Proposals: Private 
sector initiatives

Tony Williams
PBI Actuarial Consultants Limited

CIA Meeting, Vancouver
June 30, 2010



IS THERE A PENSION CRISIS?

Finance Ministers in 
Whitehorse Summit 
December 2009 say 
there is no crisis



“MEPPS”
• “Negotiated cost, trusteed pension plan”
• Many employers participate, sometimes over 100 employers
• Contributions negotiated and usually fixed as a $X/hr 

worked
• Benefit usually based on contributions – flat dollar benefit is 

typical
• “Specified Multi-employer Plans” for tax purposes 

(SMEPPs)
– Looks like DC plan to participating employers
– DB plan benefit provided to members and beneficiaries



“MEPPS”
• Plan fiduciaries must manage fixed 

contributions to provide a DB benefit
• If plan can’t be fully funded, benefits must 

eventually be cut 
• Difficult to increase contributions in the short 

term



“TARGET BENEFIT PLANS”
• Option recommended by the Ontario Expert Commission on 

Pensions
• Innovation is required on how risk is shared between 

employer/employees/retirees
• Contribution calculated to achieve the target benefit, but the 

benefits (including those for retirees) are adjusted according 
to experience

• Legislation must be amended to allow benefits to vary 
according to experience

• Commingling of plan assets should be encouraged



PENSION LEGISLATION & REGULATION
• Alberta/British Columbia 

Pension Standards Review 
– Expert panel
– Extensive Report issued 

November 2008

• “Specified Contribution Target 
Benefit Plans” (SCTBPs)
– Section 8.2: special rules to 

recognize SCTBPs
– Solvency funding is not 

appropriate for SCTBPs
– Going-concern funding with 

adequate PfAD



ABC PLAN ANALYSIS
• Alberta/BC, or National DC pension plan

– Automatic enrollment 
– Expect lower administration and investment fees
– Contributions of 3%, 6%, 9% matched by employer, if not 

opted out
• DC plan issues

– Unpredictable retirement income
– Effect of economic conditions at retirement

• Replacement Ratio study



ABC PLAN
REPLACEMENT RATIO 



ABC PLAN
REPLACEMENT RATIO 



2010 PENSION REFORM
• Canadian Institute of 

Actuaries
– Pension System Retooling 

proposed 10 changes
– Support DB pensions
– Further analysis to be 

done on MEPPs and 
target benefit plans by 
newly created Task Force



CIA Retooling
– One: Pensions should be on the National Agenda
– Two: Develop Principles-based approach to 

pension regulation
– Three: Remove disincentives for working past fixed 

age
– Four: Make more information on retirement risk 

available to Canadians



CIA Retooling
– Five: Legislation to allow ER-funded Security 

Trusts
– Six: Legislate DB plan Target Solvency Margins 

(TSM)
– Seven: Establish CIA Task Force on TSMs
– Eight: ITA changes to allow margins of 2 X TSM or 

25% of liabilities



CIA Retooling
• Nine: Legislation to protect underfunded 

pensions
• Ten: Legislation to better protect pension 

benefits in case of bankruptcy



Pension Reform Proposals: 
Stakeholder Positions

Jacques Lafrance
Towers Watson

CIA Meeting, Vancouver
June 30, 2010



CIA Meetings with Politicians
• In general, high level of interest in pension 

issues
• Various viewpoints and levels of knowledge
• No commitments or promises
• CIA is viewed as a credible and neutral advisor 

bringing significant expertise



Pension Reform: Stakeholder Positions 

Stakeholders C/QPP DB 
Expansion 

Government-
Facilitated 

DC Plan 

Target Benefit 
Plans 

Employers Against It depends For 

Unions For Against Okay 

Retirees For For It depends 

Politicians Reluctant Moderate Concerned 
 



Enhanced Security of DB Plans
Main Proposals
• Pension guarantee fund
• Preferred creditor status upon insolvency
• Deferred wind-up
• Better funding
• Priority order in allocating pension assets



Benefit Security: Stakeholder Positions 

Stakeholders Pension 
Guarantee Fund 

Preferred 
Creditor Status 

Deferred 
Wind-up 

Employers Against Against It depends 

Unions For For For 

Retirees For For For 

Politicians Reluctant Concerned It depends 
 
 



Benefit Security: Stakeholder Positions 
 

Stakeholders Better Funding Priority Order 
for Asset 

Distribution 

Employers It depends No opinion 

Unions For It depends 

Retirees For It depends 

Politicians For Reluctant 
 
 



Pension Reform in Canada

What is your position?
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