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Mr. John Doran 
Assistant Superintendent 
Office of the Superintendent of 
Financial Institutions Canada 
255 Albert Street 
OTTAWA (Ontario) 
K1A 0H2 
 
Dear Mr. Doran: 
 
UPCOMING CHANGES TO PBSA REGULATIONS 
 
We understand that the federal government, including the Office of the Superintendent of 
Financial Institutions (OSFI), is currently working on the drafting of proposed changes to 
the Regulations to the Pension Benefits Standards Act.  We understand that three 
important aspects covered by the proposed changes will be: 
 
1. Full funding of windup deficiencies 
2. Disclosure of contribution holidays to plan members 
3. Void enhancement rule 
 
The Canadian Institute of Actuaries (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, plan 
administrators, 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 goals of the Canadian Institute of Actuaries (CIA) is to assist legislators and 
government officials 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, where necessary, conducive to the effective and efficient 
management of pension plans, while best meeting the interests of all parties involved in 
the pension program. 
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In line with this goal, the following comments and suggestions are submitted for 
consideration before these proposals are issued for public consultation. 
 
Windup Deficiencies 
 
We agree with a proposal whereby a wind up deficiency would constitute a debt of the 
plan sponsor provided that this requirement is coupled with greater assurance that plan 
sponsors will have ownership of any surplus upon plan wind up (subject to explicit 
agreement with plan members regarding surplus ownership).  The CIA has consistently 
maintained that the party that bears the financial risks of the pension plan should logically 
be entitled to the use of surplus. 
 
Negotiated contribution defined benefit pension plans should be exempt from such 
requirement upon wind up as, by definition, contributions to such plans are limited to the 
negotiated rates.  This exemption should also be extended to certain other multi-employer 
plans. 
 
We support granting higher creditor priority for employee and employer contributions 
that were due, but not yet paid, up to the plan termination date under the applicable 
pension legislation. 
 
We understand that the federal government is considering awarding a superior creditor 
priority to any windup deficiency that is not the result of unpaid contributions.  Such a 
proposal would go further than existing legislation in provincial jurisdictions, notably 
Québec and Ontario.  Before recommending such a legislative change, we urge OSFI to 
consider its potential negative impact on credit ratings of plan sponsors, and the resulting 
potential obstacle it may create with respect to the continuation of existing pension plans.  
OSFI should keep in mind the voluntary nature of private pension plans. 
 
Disclosure of Contribution Holidays to Plan Members 
 
In general, the CIA supports the disclosure of appropriate information to plan members.  
However, this objective must be balanced against practical considerations, including the 
costs of providing this information. 
  
With respect to the disclosure of contribution holidays to active plan members, we 
support the use of information vehicles that are already in place (e.g. annual pension 
statements).  For example, a few provinces (e.g. British Columbia and Quebec) require 
showing on the annual pension statements the amount of contribution holiday taken 
during the year covered by the statement. 
 
Any legislative change that would require disclosure of contribution holidays to inactive 
plan members should be flexible so that the plan administrator would have the choice 
between a number of information vehicles.  
 
Required contribution holiday disclosure should not be more frequent than annually. 



 
Void Amendment Rule 
 
We feel that setting too high a standard for solvency funding before benefit 
improvements are permitted will unduly restrict the growth and improvement of 
pensions, to the greater detriment of pension plan members. 
 
We recommend the adoption of reasonable minimum solvency funding standards, 
coupled with the establishment of priorities for retroactively voiding enhancements which 
are not fully funded upon wind up.  As an example, the Quebec pension legislation 
already provides for such a retroactive voiding mechanism, which is quite simple. 
 
The above suggested provisions could be coupled with clear disclosure to affected 
members regarding solvency deficiencies and benefits that may be at risk.  
 
We wish to emphasize that solvency valuations, dependent as they are on market 
conditions at a fixed date, are volatile. A solvency deficiency at one date can easily 
become a solvency excess six months or a year later. Restricting the improvement of 
pension plan benefits based on economic conditions at a single date would not appear to 
be in the interest of the vast majority of pension plan members. 
 
Please be assured of our collaboration should you wish to discuss or have a meeting 
regarding the above topics. 
 
Sincerely, 
 
 
 
 
Rick Neugebauer, 
Executive Director 
 
cc: Ms. Karen Badgerow-Croteau 
     Managing Director, Supervision Sector 
 


