
 

 

 

 

 

           
 

 

 

The Canadian Federation of Pensioners 
Advocating on Behalf of Pensioner Groups & Their Members 

 

13 June 2012 

 

 

M. Alban D'Amours, President du Comité sur l'avenir des régimes complémentaires de retraite 

c/o M. André Villeneuve, Secrétaire général de la Régie des rentes du Québec 

E-mailed to:  andre.villeneuve@rrq.gouv.qc.ca 

 

 

Subject:  Submission by CFP and BPG to the Government of Québec's Expert Committee on the 

Future of Supplemental Pension Plans for Quebecers 

 

Dear M. D'Amours, 

 

The Canadian Federation of Pensioners (CFP) comprises fourteen member groups representing 240,000 

retirees in defined-benefit pension plans covering over 600,000 current and former employees across 

Canada.  The CFP advocates on behalf of all 4.5 million Canadians in defined-benefit pension plans – 

fully one third of Canada's adult population including members and their spouses.  The Bell Pensioners' 

Group (BPG), a founding member of the CFP, represents the interests of approximately 31,000 retired 

members of Bell Canada's defined-benefit pension plan, of whom the vast majority live in Québec and 

Ontario.  Although Bell Canada's pension plan is regulated by the federal government, we are keenly 

aware that Québec is an influential voice in the regulation of defined-benefit pension plans in Canada.  As 

such, your report and any rule changes pertaining to Québec-regulated pension plans that may flow from 

it may be considered for adoption by other jurisdictions.   

 

We are writing to ask the Expert Committee on the future of supplemental pension plans for Quebecers 

(hereinafter, "the Committee") to recommend measures which will improve, rather than further prejudice, 

the security of defined-benefit pensions regulated in Québec.   

 

BPG and the CFP are knowledgeable and respected interveners in matters concerning the interests of 

defined-benefit pensioners in Canada.  They have both individually and jointly made submissions to a 

number of bodies considering measures to strengthen pension law and regulation.  In recent years, these 

have included representations to: 

 

 the Canadian Association of Pension Supervisory Authorities/Association canadienne des organismes 

de contrôle des régimes de retraite (CAPSA/ACOR) on funding policy and prudent investment 

practices; 

 the Federal Minister of Finance on "Ensuring the Ongoing Strength of Canada's Retirement Income 

System"; 

 the Ontario Expert Commission on Pensions; 

 the Liberal Party of Canada's Expert Working Group on Retirement Income Security; 

 the Ontario Minister of Finance regarding reform of Ontario pension plan legislation and regulations; 

 the Federal Minister of Finance and the Standing Committee on Finance regarding reform of the 

Pension Benefits Standards Act and its corresponding regulations; and 

 the Supreme Court of Canada in the matters of the Companies' Creditors Arrangement Act and a plan 

of compromise or arrangement of Indalex Limited, Indalex Holdings (B.C.) Ltd., 6326765 Canada 

Inc. and Novar Inc. 
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BPG and CFP very much welcome this opportunity to provide our written comments to the Committee.  

We are confident that the value of the Committee's work will be enhanced if it is informed by the 

experience of those who are directly and meaningfully impacted by the rules that govern pension plans, 

the members of Canada's defined-benefit pension plans.  It is our experience that a transparent process for 

collecting both the proposals of interested parties, as well as the comments of parties on the proposals of 

others, ensures that the positions of both plan members and plan sponsors are heard.  The acceptance of 

recommendations and, ultimately, of proposed legislation and regulations will also be more likely if 

parties are provided with an opportunity to comment on the proposals of others.  We therefore 

recommend that the Committee first publish its report in draft form for review, provide a reasonable 

period of time for comment, and then issue its final report, incorporating its findings from the review 

process.   

 

The economic conditions that prevailed in 2008 and early 2009 revealed major weaknesses in the 

solvency performance of defined benefit pension plans, with the majority of plans exhibiting significant 

shortfalls.  As financial markets regained some strength in 2010, asset performance improved.  Discount 

rates, however, have continued to fall, putting upward pressure on liabilities.  Although the solvency 

position of plans improved overall in 2010, shortfalls persisted.  In 2011, with weaker asset performance 

and discounts rates continuing to fall, signs are that the overall solvency position of plans has deteriorated 

once again.   

 

This situation is clearly reflected in data released by the Québec government in February of this year.  At 

page 6 of "Les québécois et leur retraite", Chart 4 provides the following data from the Régie des rentes 

du Québec (RRQ) on the proportion of defined-benefit plans in Québec with solvency ratios below 80%: 

 

Proportion of defined-benefit plans 

with solvency below 80% 

Year Québec, percent (%) 

2007 12% 

2008 75% 

2009 60% 

2010 51% 

2011 72% 

 

 

CFP and BPG are encouraged that Québec has made this performance information available, because we 

have been unable to locate any regular reports providing data on the performance of Québec plans.  

Regular reporting of aggregate data is critical to the assessment both of overall plan performance and of 

the effectiveness of regulation.  We urge Québec to implement regular reporting of performance, similar 

to that provided by the Office of the Superintendent of Financial Institutions (OSFI) in its "InfoPensions" 

publication. 

 

The lesson of experience since 2008 is that when financial markets show strength and there is a 

corresponding improvement in plan assets, deficits may not improve markedly because of offsetting 
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increases in liabilities.  It may take several years of strong financial markets – and there is no guarantee 

that this will occur – for a sponsor to dig itself out of a deficiency hole.   

 

Strong funding rules are essential, both for pension plans that are fully-funded, to keep them from falling 

into an under-funded state, and for pension plans that are under-funded, to bring them to a fully-funded 

state in a reasonable period of time.  In recent years there have been several defined-benefit plan failures 

in Canada.  Perhaps the most spectacular of these has been the failure of the Nortel plan, but this is by no 

means the only example where the pension promise has been broken.  These failures have had, and 

continue to have, a significant financial impact on individuals because current bankruptcy legislation 

allows the employer to walk away from its pension obligations.  Again today, the members of a CFP 

member organization, whose pension plan is regulated by Québec, are facing a 40% cut to their pension 

payments, because their pension plan has a 40% deficit, and the plan sponsor has fallen on hard times.  

On average, this means a reduction of $15,600 per year on a pension of $39,000 per year.  Absent 

effective and enforced funding rules, more plan failures can be expected in the future, resulting in more 

instances of the pension promise being broken, in increased burdens on government programs to support 

pensioners, and in increased financial burdens on the children and grandchildren of the affected 

pensioners.   

 

In our view, adopting and enforcing strong pension funding rules is the single most important means by 

which governments can prevent plan failures.  Strong rules must at a minimum include the following: 

 

 Plan valuations on a solvency basis must be completed annually and be used for establishing the 

funding requirements of the plan going forward.  These plan valuations must include all plan 

provisions in the calculation of the plan's liabilities. 

 

Section 118 of Québec's Supplemental Pension Plans Act (SPPA) already provides for full annual 

valuations of all plans which are not solvent at the end of the fiscal year.  BPG and CFP recommend that 

full annual valuations be required to be submitted to the RRQ for all plans with a solvency ratio below 

120%, in order to provide a buffer for adverse performance in the coming year.  At least, the present rules 

should not be weakened in any way.  Annual valuations make it possible to identify the emergence of a 

solvency shortfall at the earliest opportunity.  One of the lessons of recent economic times is that the 

financial status of pension plans can deteriorate in a relatively short period of time, when conditions in 

financial markets deteriorate.  If a sponsor is permitted to wait several years before addressing its plan's 

funding problem then, at best, resolution of the problem is delayed; at worst the problem is not resolved 

and the plan fails, leaving pensioners with substantially reduced incomes. 

 

It goes without saying that the RRQ which must review these valuations must be provided with the 

resources to carry out its responsibilities in a full and effective manner and to follow up with sponsors 

where there is non-compliance or other cause for concern that a plan is in trouble or not being managed 

according to best practices. 

 

 Pension legislation and regulations should require the amortization of a pension plan solvency 

deficiency over a period not to exceed five years.  Funding levels should be set every year.  

Minimum funding obligations must be based on plan valuations that include all provisions of the 

plan. 

 

The funding rules pertaining to the elimination of a solvency deficiency must strike a balance.  On the one 

hand, pensioners risk plan failure throughout the period of time that the deficiency persists.  On the other 

hand, sponsors must attend to their commercial priorities, and eliminating a solvency deficiency over a 
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short period of time may be difficult to accommodate within those priorities.  In its permanent rules, 

Québec has struck the balance by requiring sponsors to eliminate any solvency deficiencies over no more 

than five years. 

 

Section 142 of the SPPA already stipulates an amortization period of 5 years for solvency deficiencies.  In 

2009, in Regulation respecting measures to reduce the effects of the financial crisis on pension plans 

covered by the Supplemental Pension Plans Act, Québec introduced temporary measures, retroactive to 

the end of 2008, extending the amortization period for solvency deficiencies to 10 years.  In November 

2011 these temporary measures were extended to solvency deficiencies experienced in 2011 and 2012.  

These measures, though they will have provided relief to plan sponsors, have made it more likely that 

defined-benefit pensions will be cut significantly when plan sponsors fails while their plans are under-

funded.  The greatest risk faced by pensioners, because it necessarily results in a loss of pension income, 

is that their plan will be under-funded at the same time as it is forced to be wound-up.   

 

Some sponsors may seek permanent extension of the amortization period.  These temporary measures 

should not be further extended, or made permanent.  They not only provide relief to sponsors who have 

no need for any relief, they also fail to address the underlying situation of those plans that may be in 

danger of failing.  It is apparent from the data in the table above that the situation in Québec is grave and, 

indeed, appears significantly worse than for federally-regulated plans and Ontario-regulated plans.  

In 2010, 51% of Québec-regulated plans had a solvency ratio below 80%.  This compared to 16% for 

federally-regulated plans
1
 and 33% for plans regulated by the government of Ontario

2
. 

 

It is critically important to retain the strong features of Québec's pension legislation and regulation that 

support security of pensioners.  It is far better to take measures which target relief to those who really 

need it, i.e., to those who would otherwise find it difficult to continue in business.  Such a measure was 

recently adopted for federally-regulated plans.  Called the "Distressed Pension Plan Workout Scheme", it 

allows sponsors and their plan members to negotiate a schedule of payments designed to eliminate the 

deficiency, different from the schedule laid out in the regulations.  This provides an opportunity for those 

sponsors who are struggling with their funding obligations to adjust their special payments according to 

their business needs, as well as an opportunity for pensioners to minimize the risk of less than full funding 

over time.   

 

 A contribution holiday should not be permitted unless the plan's assets exceed its solvency 

liabilities by at least 15%. 

 

Section 146.3.4 of the SPPA already provides that surplus assets of a pension plan may only 

be appropriated to the payment of employer contributions if the actuarial valuation of the plan shows that 

the assets of a plan exceed its liabilities on both a solvency and a going-concern basis, increased by a 

provision for adverse deviation.  The SPPA therefore already provides that contribution holidays may not 

be taken unless the plan's assets exceed its solvency liabilities, including an amount for adverse deviation.  

In the view of the CFP and BPG, this amount for adverse deviation should be at least 15% of the plan's 

solvency liabilities. 

 

While the permanent funding framework in Québec appears to be reasonably protective of pensioners 

without being overly stringent for sponsors, Québec's poor results are of great concern to the pensioners 

concerned.  The reason for this poor performance may in part be the temporary funding relief measures 

                                                 
1  OSFI, "InfoPensions", November 2011, p. 4 
2  Financial Services Commission of Ontario (FSCO), "Funding of Defined Benefit Pension Plans in Ontario", March 2012, p. 19 
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which have been available now for more than three years and which do not target relief where it is most 

needed.  Moreover, even the best intentioned rules are not helpful to pensioners if they are not enforced.  

Therefore, we would ask the Committee to consider whether the RRQ's resources are sufficient to their 

important tasks of enforcement, and of encouraging sound plan governance by sponsors and 

administrators.  BPG and CFP encourage the Committee to consider not only the soundness of the rules 

that govern Québec's pension plans, but also the ability of the regulator which has been tasked with the 

duty to ensure compliance with them. 

 

We appreciate this opportunity to provide input to the Committee.  We would be pleased to meet with you 

to discuss our comments.  In this regard, please contact Dan McDonald at (450) 464-4911 or 

daniel.mcdonald@sympatico.ca. 

 

Yours truly,  

 

 

Robert F. Farmer 

President, Canadian Federation of Pensioners 

President, Bell Pensioners' Group 

133 Stonehome Crescent 

Almonte 

ON, K0A 1A0 

Daniel McDonald 

Vice-President, Bell Pensioners' Group 

815 Gault Street 

Mont St-Hilaire 

QC, J3H 3Y5 
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