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COMMENTS BY THE CANADIAN INSTITUTE OF ACTUARIES ON THE  
PROPOSALS FOR AMENDMENTS TO THE  
PENSION BENEFITS ACT OF MANITOBA 

 

Introduction 
 
The Canadian Institute of Actuaries (CIA) is pleased to submit its comments on the 
Pension Commission of Manitoba’s paper on proposals for amendments to the Pension 
Benefits Act of Manitoba. 
 
The CIA has more than 2,000 members across Canada. Many of these members work in 
the pension plan area and are involved in the design, administration and funding of 
pension plans by working with plan sponsors, unions and trustees to design, finance and 
administer their pension plans. They have played a major role in the creation of pension 
plans and government income security programs, and in establishing the funding required 
to ensure the viability of these plans and programs.  
 
One of the CIA’s goals is to assist legislators in developing pension plan legislation that 
efficiently meets the needs of all parties. Through its relations with government officials, 
the CIA tries to promote legislative intervention conducive to the effective and efficient 
management of pension plans, while best meeting the interests of all parties involved in 
the pension program. 
 

Purpose of the Submission 
 
This submission is a result of a review of the publication by the Pension Commission of 
Manitoba titled Proposals for Amendments to the Pension Benefits Act of Manitoba. 
 
The purpose of this submission is to provide comments on the proposed areas of 
amendment and add to the insights of the other parties interested in this matter. 
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SECTION I 
 

General Comments 
 
It has been nearly 20 years since the Manitoba Pension Commission has undertaken such 
a major review and amendment to its pension statutes. Back in 1983 the major changes 
contemplated were controversial and to some extent leading edge thinking in the pension 
area. Manitoba led the way with many of its changes and other jurisdictions soon 
followed, more or less, their lead. Since the mid to late 1980’s the pension legislation in 
Canada, though initially converging, has diverged somewhat in some areas. Uniformity is 
what multi- jurisdictional pension sponsors demand and that is what the CIA supports. 
 
The CIA has always advocated greater uniformity in the applicable pension legislation in 
the various Canadian jurisdictions. We strongly encourage that the ultimate legislation 
adopted by Manitoba be consistent with the model pension law being developed by the 
Canadian Association of Pension Supervisory Authorities. 
 
We are also concerned that some proposed amendments may unduly complicate the 
administration and communication of pension plans. Every effort should be made to 
eliminate any unnecessary administrative complexities. 
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SECTION II 
 

Comments and Observations on Specific Proposals 
 
Our comments are limited to those proposals where we feel specific comments are 
warranted. 
 

Expansion of Provision of Information and Inspection  
 
The CIA is in agreement that the disclosure of pertinent information promotes the 
understanding of pension plans among their members. In that context, your paper is 
proposing to make lists of plan investments and the most recent audited financial 
statements available on written request.  It also proposes that contribution holidays be 
disclosed on the annual benefit statements provided to members. 
 
An important consideration should be not to create an undue burden on plan 
administrators. Audited financial statements can be provided easily to members when 
such statements are available.  For many plans, lists of plan investments may not be 
readily available in a format which is informative for plan members. For example, in 
many situations, the plan will invest in one or more pooled funds or master trusts, which 
have been established solely to invest the assets of the various pension plans of one 
sponsor. Pooling of assets is also very often used for foreign investments. Lists of plan 
investments are also normally readily available only at month-ends. These practical 
considerations should be carefully taken into account before requesting disclosure of lists 
of plan investments. 
 
In our opinion, a common approach should also be developed regarding information 
disclosure between the various jurisdictions, including the communication of contribution 
holidays on benefit statements. It is very cumbersome for plan administrators with 
employees in different jurisdictions to comply with a diversity of requirements for plan 
members in these different jurisdictions. 
 

Pension Plan Eligibility & Membership 
 
While we agree with the stated objective of increasing participation rates in pension 
plans, we question the rationale for the proposal to maintain the requirement for 
compulsory plan membership as a condition of employment. This requirement 
distinguishes Manitoba from every other Canadian jurisdiction, and we believe that a lack 
of uniformity in legislation is a major obstacle to the efficient operation of pension plans 
covering employees across the country. 
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In this regard, we would emphasize uniformity of legislation across Canadian 
jurisdictions as a critical goal. 

Ancillary Benefits 
 
We understand that your proposal is to prohibit the so-called “consent benefits” in 
pension plans “… so that the member can determine his or her pension benefits by simply 
referring to the terms of the pension plan.” We presume that your proposal would not 
prevent a plan sponsor or trustee from providing special pensions solely for the benefit of 
a member or a group of members, provided those special pension provisions are 
documented explicitly by way of a plan amendment. 
 

Vesting of Benefits 
 
The proposal for full and immediate vesting is not consistent with any other jurisdictions 
except Québec. Since we believe that uniformity is an important objective, we would 
recommend that you not pursue this proposal unless it is consistent with the consensus 
that CAPSA arrives at in the model law. Immediate vesting would also increase plan 
administration by requiring, in particular in some plans with large turnover, a significant 
number of additional calculations of very small benefits. 
 

Entitlement to Pension 
 
The proposal for members who continue employment after normal retirement age to 
provide the greater of: 
 
1. the pension provided by continued accrual of pension benefits and 
2. the actuarially increased normal retirement pension  
 
is difficult for members to understand, and is a communication challenge. 
 
Our view is that since the member currently has the right to continue to accrue a pension 
after the normal retirement age, adding the actuarially increased benefit is an unnecessary 
complication to the process. Also, it is inconsistent with the requirements of other 
jurisdictions. It is partially consistent with Québec except that Québec does not require 
pension accrual as a minimum after normal retirement age but only that the normal 
retirement pension be actuarially increased. 
 

Joint and Survivor Pensions  
 
Again, a change that would promote inter-provincial uniformity is greatly supported and 
since most jurisdictions went to a mandatory joint pension reducing to 60% on the 
member’s death we support fully this proposal. 
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Enabling legislation to permit plans with a joint and 2/3rds normal form to apply the joint 
and 60% normal form to all periods of service would also be necessary. This is important 
to simplify the administration and communication of the plan benefits. 
 
Without such enabling legislation, we are concerned that a plan which is amended to 
change the normal form to 60% joint-and-survivor (for consistency with other 
jurisdictions) might be challenged as possibly reducing accrued rights for Manitoba 
members. 
 

Portability of Benefits 
 
Manitoba is the only jurisdiction that currently requires pension plans to allow 
commutation of an employee’s pension entitlement right up to the normal retirement age. 
In some instances this has resulted in plan members making choices that work to the 
financial disadvantage of the pension plan. For example, if an active member has reached 
retirement age and is in poor health, he or she may effectively capitalize the value of the 
pension based on standard life expectancy and thereby gain a windfall relative to the 
value of the pension otherwise payable. From a public policy point of view, because the 
main purpose of a pension plan is to provide retirement income, we support the proposal 
to eliminate the requirement to allow commutation when a member qualifies for 
retirement with an immediate pension. Under your proposal, we understand that the 
commutation option would not have to be offered in all situations where the member 
qualifies for an immediate pension whether the pension is reduced or not. 
 
On plan termination, we appreciate that there should be different criteria for permitting 
portability, given the involuntary nature of the event from the plan members’ perspective. 
For that reason, we would support allowing portability for active members who were 
eligible for an immediate pension when the plan was terminated but had not yet begun to 
receive a pension. However, we do not believe that a similar option should be granted to 
members in receipt of a pension at plan termination, as this would carry a risk of financial 
selection against the plan and potential windfall gains for some pensioners to the 
detriment of other members. 
 

Shortened Life Expectancy 
 
We note that your proposal is to permit, but not to require a pension plan or a prescribed 
retirement benefit plan, to allow an individual to receive a lump sum payment only by 
reason of a terminal illness or physical disability. 
 
We would caution that any changes to the legislation in this area should avoid imposing 
unnecessary financial risks on defined benefit pension plans by requiring lump sum 
commuted value payments in circumstances where the payment is made entirely at the 
member’s option, and where the member may exercise the option to the financial 
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disadvantage of the plan. For active members who request a lump sum payment on 
account of shortened life expectancy, the plan is not exposed to any greater than normal 
financial risk because portability is generally available anyway – the only difference 
would be that the payment could be made to the member in cash rather than transferred to 
a LIRA. But for members whose pensions have begun to be paid, the portability option is 
not otherwise available, so there is an opportunity for pensioners in declining health to 
request a lump sum commuted value determined using more favourable life expectancy, 
thereby earning a windfall gain. 
 
It is therefore very important, in our view, that such a provision not be imposed upon 
pension plans, particularly for members who have commenced to receive a pension. 
 
The CIA had strongly opposed the Ontario Regulation 144 which is requesting all plans 
to provide such a lump sum whether the member has commenced to receive a pension or 
not. 
 
This Ontario regulation has created a difficult challenge for the CIA to develop a 
reasonable standard of practice to control the financial risk to the plan while being fair to 
the plan member. Although the CIA has developed this new Standard of Practice for the 
Computation of the Commuted Value of Pension Benefits in Cases of Reduced Life 
Expectancy, it still has concerns about the desirability of allowing an individual in receipt 
of a pension to elect to receive a lump sum due to a shortened life expectancy. 
 
Indeed, the lump sum to be offered to pensioners with shortened life expectancies should 
reflect the average present value of the benefits that they would forfeit by accepting the 
lump sum. Even though all persons affected by this option have shortened life 
expectancies, there could still be considerable variation from one person to another.  That 
is, some of them could live less than one month, while others could survive for several 
years, notwithstanding the adverse opinion provided by their doctor. 
 
In the CIA Standard, the lump sum must be computed assuming the pensioner would 
survive for a period certain of four months from the date of computation. Some 
individual pensioners who elect the lump sum will die within four months, in which case 
the existence of the lump sum option will have increased somewhat the cost of the plan. 
 
A more serious problem is related to other individual pensioners who elect the lump sum 
and then live much longer than four months. In such cases, the lump sum will not be 
sufficient to replace the pension that they forfeited, so the individuals could end their 
lives enduring not only poor health but also severe financial hardship. 
 
If Manitoba decides to go ahead with its proposal nevertheless, it should clearly be an 
optional provision for a pension plan and, it should be clear in the Act that the 
commutation of pensions due to shortened life expectancy is to be made in accordance 
with accepted actuarial practice, i.e. in accordance with the new standard developed by 
the CIA and not the Recommendations for the Computation of Transfer Values from 
Registered Pension Plans which are used in normal circumstances. 
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Flexible Pension Plans  
 
The CIA supports the ability for a member to make optional ancillary contributions to 
provide additional pension ancillary benefits. Appropriate disclosure about the possible 
loss of these contributions and exactly what they can be used for is very important. 
 

Multi-Unit/Employer Pension Plans  
 
There are concerns with the forfeiture of former member benefits after a period as short 
as two years when such a former member cannot be located. Our view is that the period 
should be longer and perhaps five years would be more appropriate. 
 

Unlocking for Non-residents 
 
You propose unlocking funds for non-residents only once funds have been transferred to 
a LIRA, LIF or LRIF.  We agree with this approach because it eliminates concerns about 
anti-selection regarding commutation of benefits under a registered pension plan for non-
residents. 
 
Under your proposal, it would therefore not be possible for a non-resident to commute a 
pension, which has commenced.  Other former members of a registered pension plan 
would have to transfer the value of their pension to an individual registered retirement 
plan in accordance with the normal rules before applying for unlocking. 
 

Pension Committee 
 
There must be a consensus with the CAPSA model law since administration is very 
important and any legislation in this regard must be uniform. A pension plan can 
ultimately have only one administrator irrespective of whether it has participants in more 
than one jurisdiction. In a situation where a plan has members in more than one 
jurisdiction (e.g., Manitoba and Ontario), it is not clear how the requirement to have a 
pension committee would apply. 
 

Division of Pension Benefits 
 
This proposal is in line with other recommendations of the CIA on the handling of 
pension assets on marriage breakdown. We must caution that there are added 
administrative costs associated with maintaining the notional members of separating 
spouses. We recognize that the Deferred Settlement Method approach has some 
shortcomings, particularly in the case of amendments that improve the benefits after the 
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separation has occurred but many actuaries prefer this approach because, in their view, it 
provides a more equitable distribution than the Lump Sum Settlement Method. 

Surplus  
 
We firstly recommend that the situation be clarified regarding partial wind-ups. We 
believe that pension plans should not be required to distribute surplus upon the 
occurrence of a partial wind-up.  
 
In going concern situations, upon total wind-up or partial wind-up when a plan 
specifically permits surplus distribution, surplus can be distributed with the consent of 
active and inactive members. However, whenever a plan gives clear entitlement of 
surplus to the employer, then no consent should be required for a reversion of surplus to 
the employer. 
 
In addition, when consent is required, we prefer that the consent groups should be limited 
to two-thirds of the active group and two-thirds of all inactive members to avoid a 
situation where a small group of former employees could dictate the fate of a consent 
agreement. In addition, the superintendent should have some discretion to vary the size of 
a consent group in special circumstances. 
 

Tests for Solvency 
 
We agree with your comments that this is a very complex area but we do not have 
specific proposals at this time. The CIA would welcome the opportunity to work with the 
Manitoba Pension Commission to help develop appropriate solvency tests. 


