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Good  morning Mr. Chairman, ladies and gentlemen.  My name is Raymond Bertrand.  I am president 

of the Bell Pensioners Group.   

 

The Bell Pensioners Group advocates for the protection of the pensions and benefits of the 

approximately thirty thousand retired members of Bell Canada's defined benefit pension plan.   

 

To help protect our members' pensions, we have participated in earlier consultations by the federal 

government, and have contributed to the provincial pension plan studies that have been completed in 

recent months.  We are grateful for the opportunity you are providing to our members in the current 

consultation process.  We believe it is critically important that you hear the voice of the pensioner as 

you consider what changes are necessary to the public policy framework, both legislation and 

regulation, that governs private pension plans. 

 

No doubt you will hear in the course of this consultation that the current economic downturn that we 

are suffering through is a challenge to the current pension framework.  Certainly, one need only read 

the newspaper, or talk to neighbours, to understand that things are not well with pension plans today.  

These challenges, it will be said, call for changes to the rules that would allow pension fund 

administrators much greater latitude in resolving pension fund deficits.   

 

That is not our perspective.    It  is our view that the current rules have allowed funding problems to go 

undetected, and do not give sponsors sufficient incentives to avoid funding problems, or to correct 

them as they arise. In addition, even though the governments in Canada have quite rightly sought the 

opinions of plan members on  pension related issues, legislation and regulation do not yet  reflect the 

key position that plan members, including retirees, should occupy in the pension framework. 

 

In a moment I will turn to some of the proposals we have for addressing these deficiencies.  But first, I 

want to give you our perspective of what, and who, are at the heart of pension policy.   

 

Our members are in the latter part of their lives, and many have worked decades for Bell Canada.  

Throughout their years of employment they were made a promise.  They were told that because of their 
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years of employment, they would receive pension payments – well defined in advance – after they 

ceased active employment with Bell.  We call this the pension promise. 

 

Our chief focus is on the fulfillment of that promise.   

 

Our members are not looking to enrich the promise in good times; nor are they looking to have the 

promise diminished in bad times.  In a world where iron-clad guarantees are not possible, we are 

looking for ways to lessen the risk that the promise made to our members might not be kept.   

 

We believe that this is a worthy objective of pension legislation and regulation.  In our submission we 

have made 27 recommendations that we believe will help lessen the risk to the pension promise. 

 

For many of our members – probably for the vast majority – their pension is their single biggest asset.  

If the pension promise is not fulfilled, as they have every right to expect, then their lives change 

dramatically.  Of all the pension stakeholders, retired pension plan members are the most vulnerable, 

because they cannot relive their lives of employment.  They cannot rebuild the pensions that were 

promised to them.  They have already kept their part of the bargain, and are in no position to do it 

again.   

 

Each of our recommendations is practical, helpful to plan members, and sensitive to the business 

realities of plan sponsors.  They can be classified in three broad areas.   

 

The first of these areas is the security of the pension fund; the second is transparency and good 

governance; and the third is the need to amend the Income Tax Act. 

 

Security of the Pension Fund 

 

Plan sponsors are expected today to keep plans fully funded.  However, should there be a deficiency in 

funding, then sponsors are given time to regain fully-funded status.  For instance, if a plan falls below 

100% solvency levels, the sponsor must increase its payments into the fund immediately, and bring it 

back to full funding in five years.   
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A funding deficiency can occur for a number of reasons.  For example, the assets in a fund can be 

valued greater than its liabilities one month, and then less than its liabilities the next month simply due 

to a  downturn in financial markets.  Though the liabilities of the plan have not changed, the value of 

the plan's assets has dropped.  This is all too common a picture these days.  To compound the problem, 

if the valuation is outdated, it can give the appearance of full funding where reality would indicate 

otherwise.  In this way the deficiency can grow, undetected, over time.  This would be the case because 

the sponsor's funding practice would have been premised on an unrealistic picture of the plan's asset 

value.   

 

Both of these problems can be addressed by changes to pension legislation. The first change is to the 

minimum funding requirements, the second to the timing of pension plan valuations.    

 

Regarding the minimum funding level, we endorse the proposal of the Ontario Expert Commission on 

Pensions to increase  funding requirements to maintain a minimum solvency funding level of 105%, 

rather than 100% as it is under today's rules.  The five percent buffer is intended as a hedge against bad 

times. If a sponsor  keeps its plan funded to 105%, then when a downturn comes, bringing the plan 

back to full funding would not be as onerous nor the under funding as deep. Though current conditions 

might make one question whether a five percent buffer is sufficient, we are prepared to accept that level 

at this time.   

 

The second problem relates to the timing of plan valuations.  Currently, a plan whose valuation shows 

no deficiency in one year need not be evaluated again for another three years.  Basically, the rule today 

assumes that investment markets are stable, or growing, over time.  This has always been an unrealistic 

assumption, and the current economic situation makes this plainly obvious.  We recommend that plan 

valuations be conducted annually, and that the results of those valuations be made known to plan 

members within four months of the plan's year end. 

 

Both of these legislative changes would have the effect of reducing the chances that a plan would be 

under funded, and thereby would reduce the risk to the pension promise. 
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We accept that in some circumstances it would be unreasonable to expect that a sponsor would make up 

a sudden and dramatic funding deficiency in five years.  Of course, if annual valuations and greater 

minimum funding requirements were in place, then deficiencies should not be as sudden or as dramatic 

as are being seen under today's rules.  Nevertheless, a sponsor should be allowed to make the case to 

the regulator, and to its plan members, that the specific circumstances it faces justify extending the 

deficiency amortization period.  We have recommended in our submission a number of considerations 

that the regulator should take into account in making its decision on this matter.  We want to stress here 

that any extension should be temporary, evidence-based, case-specific and the extended amortization 

period should not exceed ten years. 

 

Even with the best of planning, and with the best legislative and regulatory framework in place, it may 

happen that a pension plan would need to be wound up while it is not fully funded.  This should only 

happen in the case that the sponsor must cease business, and it is incapable of bringing the plan to full 

funding status at that time.  Under current rules, the pension plan and its members are treated as 

unsecured creditors in respect of the funds that are owing to the plan.  This opens plan members to the 

very real risk that the pension promise will not be kept.  Because  retired plan members are uniquely 

incapable of making up these losses, we recommend that legislation be changed so that the pension 

plan and its members are treated as secured creditors.  Though this change would not eliminate the risk 

to the pension promise, it would mitigate it to some extent. 

 

Transparency and Good Governance 

 

The second area of our recommendations relates to the need for greater transparency and improvement 

in governance processes for private pension plans. 

 

I have already mentioned our recommendation that plans be evaluated annually.  To foster greater 

accountability, we also recommend that the CEO and the CFO of the sponsor attest to the accuracy of 

that valuation, and declare to all members what the sponsor's plans are with regard to funding the plan, 

consistent with that annual evaluation. 

 

To afford plan members the opportunity to influence regulatory decisions that would affect them, we 
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have proposed a number of recommendations in the regulatory arena. For instance, we have 

recommended that the regulator declare publicly its intention to examine an issue, and invite comments 

from all parties that could be affected by its decision on the issue.  Plan members, both active and 

retired, would clearly be affected by the regulator's decisions.  Borrowing from a process common in 

the regulation of the telecommunications industry, we have recommended  that financial support should 

be made available to interested parties who have contributed responsibly to the better understanding of 

issues under consideration by the pension regulator.  These steps would permit the voice of the pension 

plan member to be heard in the regulatory process. 

 

More broadly on the issue of transparency, we have noted the advantages of making information 

relevant to a pension plan readily available to all plan members, both active and retired.  This 

information would not only keep plan members informed of the status of their pension plans, but would 

also allow the members to attempt to influence the direction of the plan if they thought it necessary.  

We have provided in our submission a list of informational items that should be provided as a 

minimum. Among these are included  

• the financial status of the pension plan,  

• the sponsor's plan to address any funding deficiency that may exist, 

• the processes in place that are designed to ensure that the plan administrator is performing its 

duties responsibly, effectively, and in the best interests of the pension plan, 

• and a statement of funding policy 

 

The Income Tax Act 

 

Lastly, I will touch on the issue of the Income Tax Act, as it affects pension funding status.  Currently, 

the Income Tax Act does not allow for a surplus of greater than 10% in a plan.  Consequently, even if a 

sponsor was prepared to build a hedge against future poor plan performance through its contributions, 

or through its prudent and well placed investment strategies, the Income Tax Act puts a cap on the 

surplus that can be built.   

 

This cap impedes the prudent management of the pension fund.  It opens the pension plan to the risk of 

future poor investment performance, because it provides for little hedge against that eventuality.   
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The limitation in the Income Tax Act stands in stark contrast to a provision in the Pensions Benefit 

Standards Regulations.  In the regulations, sponsors who choose to withdraw a surplus from its pension 

fund are permitted to do so, so long as they leave a surplus of at least 25%.  This can never happen, of 

course, because the Income Tax Act would not allow a surplus of this size to be built.   

 

The regulations clearly acknowledge the benefit to plan members of there being a surplus in the plan 

fund.  But the Income Tax Act works against that objective.   

 

The limit in the Income Tax Act should be eliminated.  If, however, the government decides that a limit 

must be imposed, it should be no less than 25%. 

 

Mr. Chairman, ladies and gentlemen, our submission addresses the other issues in the consultation 

paper regarding defined benefit pension plans.  We know that you will consider them in this process, 

and we hope that you will find them useful in your deliberations. 

 

Thank you again for allowing us to contribute to the government's study of federal private pension 

legislation.  We look forward to the revisions to pension legislation and regulation that will better 

protect the needs of retirees. 

 

We are happy to take any questions you may have on our submission. 


