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January 28, 2011 

 

To Members of the House of Commons 

Sent by e-mail 

 

Subject:  Request for support for measures to increase the security of pensions 

 

Dear Member, 

 

I am writing to you on behalf of the Bell Pensioners' Group (BPG) to request your support for 

measures to increase the security of the pensions of Canadian senior citizens in the event of the 

bankruptcy of a pension plan's sponsor (normally, the pensioner's former employer).  

Specifically, we are asking you to support Bill C-501 which seeks to amend the Bankruptcy and 

Insolvency Act and other legislation to increase protection of pensions in bankruptcy situations. 

 

BPG represents the interests of approximately 32,000 pensioners of Bell Canada's defined 

benefit plan.  The Bell Canada plan is federally-regulated.  The average age of these pensioners 

is 68 years and their average annual pension is $22,000.  The average pension for survivors 

(whose average age is 74 years) is less than $15,000.  BPG is also a founding member of the 

Canadian Federation of Pensioners (CFP) which currently represents about 150,000 Canadian 

pensioners. 

 

The protection of pensions when a plan sponsor enters bankruptcy is not merely an academic 

concern.  Information available from pension regulators demonstrates the risks facing 

pensioners.  The Office of the Superintendent of Financial Institutions Canada (OSFI) provides 

data on the current financial situation of the 400 plans it regulates.  As of June 2010, 79% of 

these plans were underfunded, with 20% of them having a solvency ratio of 80% or less.  A 

solvency ratio of 80% means that, if the plan's sponsor goes into bankruptcy proceedings, the 

plan's pensioners stand to lose 20% of the pensions they have been promised.  This loss could be 

even greater if the market value of the plan's assets at wind-up is lower than the multi-year 

average assumed in OSFI's statistics.  And plans can remain underfunded for a long time.  

Typically, provincial regulations allow a plan to be underfunded for five years; federally it is 

even longer.  Over such long periods, the risk of the employer entering bankruptcy while the plan 

is still underfunded is very real.  The current plight of Nortel pensioners, of which I am sure you 

are aware, is just one example of the very real risks faced by pensioners.  

 

Today, well over a million Canadian retirees are relying on federally-regulated or provincially-

regulated defined benefit pensions from private sector sponsors.  Plan membership (retirees and 

those still in employment) runs into the several millions – perhaps as high as five million 

Canadians, based on OSFI data.  Importantly, whether pension plans are federally or provincially 

regulated their treatment in bankruptcy proceedings is governed by federal legislation 

(principally the Bankruptcy and Insolvency Act and the Companies' Creditors Arrangement Act).   
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We welcome recent announcements by federal political parties of proposals to give employees 

new opportunities to save through a pension plan.  In BPG's view, every working Canadian 

should have access to a pension plan through his or her employment.  These plans will not, 

however, provide increased security for Canadians who have already retired.  Additional 

measures are required to address the pension security needs of Canadian retirees.  Moreover, to 

the extent that these plans are employer-sponsored defined benefit plans, they will carry the same 

risks to pensioner security in bankruptcy situations that Canadian retirees face today under 

current bankruptcy legislation. 

 

Bill C-501 seeks to ensure that pension plans with a solvency deficiency (i.e., a solvency ratio of 

less than 100%) receive a greater share of the assets of bankrupt or restructuring companies, by 

moving pensions up in the priority list for the bankruptcy and restructuring process.  While the 

provisions of Bill C-501 would not guarantee the pension promise, they would be an 

improvement over the situation that pensioners face under current legislation, where achievement 

of the pension promise is highly unlikely in the event of plan failure due to sponsor bankruptcy.  

 

Bill C-501 passed second reading in the House of Commons on May 26, 2010.  Since that time, 

the Bill has been under examination in the Industry, Science and Technology (INDU) 

Committee.  As currently written, C-501 elevates pension plans to "secured" status and puts them 

behind governments, but ahead of all other creditors including banks and primary lenders.  After 

speaking with many MPs from all parties, meeting and speaking with officials from the banking 

industry, unions, and pension groups, and hearing testimony from witnesses at Committee, the 

Bill's sponsor, Mr. Rafferty (Thunder Bay-Rainy River) would like to amend the rank order of 

creditors in Bill C-501.  More specifically, he would like to amend it to re-classify pensions from 

"secured" creditor status ahead of banks to "unsecured-preferred" creditor status just behind 

banks and primary lenders in the creditor rankings. 

 

As it stands now, the necessary amendments to the Bill are not allowed due to the Parent Act 

Rule.  Therefore, on November 22, 2010 Mr. Rafferty tabled a Motion of Instruction to allow the 

INDU Committee to amend Bill C-501 to grant pensions unsecured-preferred status by changing 

Clause 136 of the Bankruptcy and Insolvency Act. 

 

Canadian retirees are looking for you to improve pension security by giving pensions unsecured-

preferred status in bankruptcy proceedings.  This means two things:   

 support the Motion of Instruction when it comes to the House; and 

 when Bill C-501 is presented for third reading, support it. 

Canadian pensioners are relying on you.   

 

I would be pleased to discuss this matter further at your convenience. 

 

Yours truly, 

 

Robert F. Farmer 

President, Bell Pensioners' Group 


