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GENERAL ANNOUNCEMENTS 

• Strengthening Ontario's Pension System - June 23, 2009 (This item appears outside of the

January - April 2009 timeframe) 

• Changes to Regulation 909 - June 2009 (This item appears outside of the January - April

2009 timeframe) 

• Enhanced Stakeholder Engagement

• Financial Hardship Unlocking Fees Waived

• Use of Approved Forms
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• Q&As on Commuted Value Calculation Standards

• Ontario Budget Released

• Update - Reduction of 2008 Minimum Withdrawal from LIF or LRIF

• Commuted Value Transfers

• Reduction of Minimum Withdrawal from LIF or LRIF

• Nova Scotia Pension Review Panel releases Final Report

• Law Commission of Ontario's final report - division of pensions on marriage breakdown

• Pension Assessments Mailed
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Note: This bulletin contains historical information from the Financial 

Services Commission of Ontario (FSCO) website. Time sensitive 

information, which is no longer relevant, may not be included in this 

bulletin. 

https://www.fsrao.ca/media/10476/download
https://www.fsrao.ca/faqs-rules-ontario-locked-accounts
https://www.fsrao.ca/faqs-rules-ontario-locked-accounts
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• 2009 Financial Hardship Unlocking Forms 

• 2009 Pension Hardship Unlocking Forms 

• Applying for Financial Hardship Withdrawal 

COURT / PROSECUTION MATTERS 
Links in this section of the Pension e-Bulletin may contain information outside of the stated reporting period. 
 COURT MATTERS 

• Kerry (Canada) Inc. 

• Hydro One 

• Slater Steel Inc. 

 PROSECUTION MATTERS 

• Trustees of the Canadian 

Commercial Workers Industry 

Pension Plan 

LEGISLATIVE CHANGES/ REGULATORY POLICIES 

 LEGISLATIVE AND REGULATORY CHANGES 

• Commuted Value Changes – O. 
Reg. 116/09 

REGULATORY POLICIES 

• No changes to report 

POLICY REVIEWS COMPLETED 

• P300-350 - No Civil Collection by 
PCO - archived 

• W100-225 - Vesting, Locking In 
& Growing In on Wind Up 

• B100-851 - Joint and Survivor 
Pension Waived 

• A400-100 - Actuarial Filing for 
Plan Amendments 

• A600-951 - Mortality Tables and 
Sex Discrimination 

• A700-301 - Withdrawal of 
Application for Consent to a 
Transfer of Assets 

• C200-101 - Conversion of a Plan 
from Defined Benefit to Defined 
Contribution 

• D050-802 - Deadline for Early 
Filing of Actuarial Funding 
Valuation Reports 

FINANCIAL SERVICES TRIBUNAL (FST) ACTIVITIES 
Links in this section of the Pension e-Bulletin may contain information outside of the stated reporting period. 
APPOINTMENTS OF FST MEMBERS 
                                                          ...more 
 
HEARINGS BEFORE FST 

• Abitibi-Consolidated Inc. 

• Canada Life Assurance Company 

• Canada Life Canadian Employees 

Pension Plan (Pelican Food 

Services) 

• Canadian Bricklayers and Allied 

Craft Unions Members Pension 

Trust and Kerry Wilson 

• CAW-Canada Local 2007 

(Woodbine Entertainment) 

• Colleges of Applied Arts and 

Technologies 

• Corby Distilleries Limited 

• Imperial Oil Limited (General 

Electric Capital Canada) 

• Imperial Oil Limited 

• Imperial Oil Limited (Former 

Employees of McColl-Frontenac 

Inc.) 

Financial Hardship 
Application to the Superintendent of Financial Services 
for Consent to Withdraw Money from a Locked-in 
Retirement Account, Life Income Fund or Locked-in 
Retirement Income Fund based on Financial Hardship 

• No cases to report 

 
FST DECISIONS 

• Montreal Trust                        

...more 

https://www.fsrao.ca/media/23161/download
https://www.fsrao.ca/media/23166/download
https://www.fsrao.ca/media/23171/download
https://www.fsrao.ca/media/23176/download
https://www.fsrao.ca/no-civil-collection-pco
https://www.fsrao.ca/vesting-locking-growing-wind
https://www.fsrao.ca/joint-and-survivor-pension-waived
https://www.fsrao.ca/actuarial-filing-plan-amendments
https://www.fsrao.ca/mortality-tables-and-sex-discrimination
https://www.fsrao.ca/withdrawal-application-consent-transfer-assets
https://www.fsrao.ca/conversion-plan-defined-benefit-defined-contribution
https://www.fsrao.ca/deadline-early-filing-actuarial-funding-valuation-reports


• Imperial Oil Limited (St. Clair 

West) 

• Kraft Canada Inc. 

• McLean & Dickey Ltd. 

• Montreal Trust 

• OMERS 

• Ontario Teachers’ Pension Plan 

• Parmalat Canada Inc. 

• Public Service Alliance of Canada 

• Rainer Redmann (Fruehauf 

Canada Inc.) 

• Shoppers Drug Mart Inc. 

(Michael Del Grande) 

• Tony Bellisario of Tri-Co Holdings 

Inc. 

• Victorian Order of Nurses for 

Canada (VON) 

• Wabi Iron & Steel Corp. 

• Wescan Systems Limited 

• Wescan Systems Limited Union 

Pension Plan 

• York 

University                              

...more 
SUPERINTENDENT OF FINANCIAL SERVICES 

ORDERS 
THAT PLANS BE WOUND UP 

• Lofthouse Brass Manufacturing Ltd. - January 14, 2009 

• Hallmark Technologies Inc. - January 14, 2009 

• Hourly Employees of Amcan Castings Limited (Hamilton Division) - January 29, 

2009 

• BLP Bronze International Ltd. - April 8, 2009 

• I. I. Nash Associates Limited - April 8, 2009 

• H. J. Jones - Sons Limited - April 24, 2009 
OTHER 

• Ontario Public Service Employees Union - March 17, 2009 
  

NOTICES OF PROPOSAL 
TO MAKE AN ORDER 

• Drug Trading Company Limited Pension Plan for Salaried Employees - January 8, 

2009 

• Imperial Oil Limited Retirement Plan - January 16, 2009 

• Ontario Public Service Employees Union - January 27, 2009 

• BLP Bronze International Ltd. - February 18, 2009 

• I. I. Nash Associates Limited - February 18, 2009 

• FCI Canada Inc. - February 24, 2009 

• H. J. Jones - Sons Limited - March 9, 2009 

• Blowtherm Canada, Inc. Hourly Employees' Pension Plan - March 20, 2009 

• Hamilton Specialty Bar Corporation Pension Plan for Bargaining Unit Employees 

- March 24, 2009 

• Neenah Paper Canada Ontario Pension Plan - March 24, 2009 

• Canadian Shipbuilding & Engineering Ltd. and Associated Companies - March 24, 

2009 

• Grafikom Limited - April 7, 2009 

• Natrel (Ontario) Inc. (Royal Oak Dairy) - April 16, 2009 

• Brown's Shoe Shops Inc. - April 16, 2009 

• Hourly Employees of Ascendia Brands (Canada) Ltd. - April 22, 2009 

• Salaried Employees of Ascendia Brands (Canada) Ltd. - April 22, 2009 

https://www.fsrao.ca/industry/pensions/pension-decisions/superintendent-orders-june-2019-and-earlier
https://www.fsrao.ca/industry/pensions/pension-decisions/notices-intended-decision-june-2019-and-earlier


Ce document est disponible en français

TO MAKE A DECLARATION 

• NRI Manufacturing Inc. Hourly Employees Pension Plan - February 27, 2009

• CTM Quality Manufacturing Inc. - February 20, 2009

• Hourly Employees of CTM Quality Manufacturing Inc. - April 8, 2009

• Hourly-Rated Employees of Waltech Forgings Incorporated - April 16, 2009

• Unionized Hourly Employees of Waltech Forgings Incorporated - April 16, 2009

• Amcan Castings Limited (Hamilton Division) - April 22, 2009

• Certain Hourly Rated Employees at Ingersoll, Ontario Manufacturing Plant of

Fruehauf Canada Inc., a Division of Gemala Industries Limited (Plan C-1) - April 27,

2009 
TO REFUSE TO MAKE AN ORDER 

• Woodbine Entertainment Group - January 13, 2009
TO REFUSE TO CONSENT 

• Executives of Shoppers Drug Mart - March 9, 2009

• Beachville Lime Plan and the Dundas Lime Plan - March 10, 2009

• ACSYS Hourly-Rate Employees Pension Plan and General Motors Canadian Hourly-

Rate Employees' Pension Plan - March 12, 2009

• Executive Employees of CSG Security Inc. and the Salaried Employees of Gunnebo

Security Inc. - April 3, 2009

DECLARATIONS / ALLOCATIONS 
DECLARATIONS 

• IPCO Corporation - January 7, 2009

• Gemala Industries Limited Employees' Pension Plan (Plan A-5) - January 14, 2009

• NRI Manufacturing Inc. Hourly Employees Pension Plan - April 15, 2009

CONSENTS / REFUSALS 
CONSENT TO PAYMENTS 

• Drug Trading Company Limited Pension Plan for Salaried Employees - March 5, 2009 

• Hourly-Rated Employees of Dominion Bridge-Steel Service Center/Cooksville, A Unit 

of United Dominion Industries Corporation - March 11, 2009

• FCI Canada Inc. - April 20, 2009
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Changes to Regulation 909 - June 2009
O. Regulation 239/09 was filed on June 19, 2009 and contained a number of changes to the
rules on locked-in accounts, solvency funding and related issues. For ease of reference,
information on these changes is organized as follows:

 

Solvency Funding Relief Measures
2009 Solvency Funding Relief Measures - General
Temporary Solvency Funding Relief Measures - Summary
Other Changes to the Regulation - O. Reg. 239/09
Solvency Funding Relief Questions Answered

Locked-In Accounts
Changes to the Rules For Ontario Locked-In Accounts - O. Reg. 239/09
Locked-In Account Changes - Questions and Answers



Content on this page has been transferred from the Financial Services Commission of Ontario
(FSCO) site as a PDF for reference. Links that appear as related content have also been

transferred and can be found at the end of this document.

2009 Solvency Funding Relief Measures
In the 2009 Ontario Budget, the government announced proposed measures that would provide
temporary solvency funding relief to Ontario registered defined benefit pension plans affected by
the financial market turmoil and take steps to ensure greater transparency while helping to
protect the security of pension benefits. Regulation 909 (Regulation) made under the Pension
Benefits Act (PBA) has now been amended to put these changes into effect.

 

Summary of Solvency Funding Relief Measures and Other Changes to Regulation
909

 

Temporary Solvency Funding Relief Measures - The temporary solvency funding relief
measures are limited to eligible plans, and are effective with the first filed valuation report with
a valuation date on or after September 30, 2008 (the solvency relief report):

 

The administrator of an eligible plan may elect any or all of the following solvency funding
relief options:

Defer new special payments (going concern and solvency) determined in the solvency
relief report for up to one year;
Consolidate pre-existing solvency special payments into a new five-year schedule; and
With the consent of the members and former members, extend funding of any new
solvency deficiency in the solvency relief report for up to five additional years.  The
consent requirements do not apply to jointly governed plans.

If the administrator elects at least one of the above options, any gains in future solvency
valuations may be used to reduce or eliminate any solvency special payments determined in
the solvency relief report.

Revised Standards for Commuted Values - All plans may make use of the revised CIA
commuted value standard for solvency valuations with a valuation date on or after December
12, 2008. 

 

Contribution Holidays - For plan fiscal years ending between June 30, 2010 and December 31,
2012, contribution holidays will not be permitted unless an actuarial cost certificate that
demonstrates sufficient funding excess is filed with the Superintendent. More information is
available at Contribution Holidays Questions Answered.

 



Transfer Ratio and Commuted Values – Section 19(5) of the Regulation now applies to plans
where the transfer ratio in the last filed report was less than 1.0.
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Temporary Solvency Funding Relief Measures
 

2009 Solvency Funding Relief Measures
 
 
The temporary solvency funding relief measures are set out below. Full details are provided in
the Ontario Regulation 239/09.
 
The administrator of an eligible plan may choose one or more of three funding options in the
first filed valuation report with a valuation date on or after September 30, 2008 (the solvency
relief report).
 
Option 1 - Defer, up to one year, the start of special payments required to liquidate any new
going concern unfunded liability or new solvency deficiency determined in the solvency relief
report. (Jointly Sponsored Pension Plans (JSPPs) are not permitted to elect Option 1.)
 
Option 2 - Consolidate special payments for pre-existing solvency deficiencies into a new five-
year payment schedule that starts on the valuation date of the solvency relief report. (The “new
pension plans” under Ontario Regulation 202/02 (Algoma) are not permitted to elect Option 2.)
 
Option 3 - With the consent of members and former members, extend the period for liquidating
the new solvency deficiency from 5 years to a maximum of 10 years. The consent requirements
do not apply to jointly governed plans (which have member representation on the Board or
Committee administering the plan).
 

Gains in Future Solvency Valuations

 
If the administrator elects at least one of the above options, any gains in future solvency
valuations may be used to reduce or eliminate any solvency special payments determined in the
solvency relief report.
 

Eligible Plans

 
All pension plans that provide defined benefits (including hybrid plans) are eligible for solvency
funding relief, except for the following excluded plans.
 

Excluded Plans

 
A plan for which all contributions set out in previous valuation reports that are required to be
made as of the valuation date of the solvency relief report have not been made.
A Specified Ontario Multi-Employer Pension Plan as described in section 6.0.1 of the
Regulation.
A plan established after September 29, 2008, unless the plan is formed as a result of a
merger of plans, at least one of which was established before September 30, 2008, or is



formed as a result of splitting a plan that was established before September 30, 2008.  
The “participating pension plans” under Ontario Regulation 99/06 (Stelco).
A “qualifying plan” under section 5.1 of the Regulation.

How a Plan Administrator Makes an Election for Solvency Funding Relief

 
A plan administrator makes an election by filing it:
 

in writing
with the Superintendent,
on or before the filing of the first valuation report with a valuation date between September
30, 2008 and September 29, 2011, inclusive.

The administrator may make only one election and, once made, it cannot be rescinded.
 
Once an election is made for any option the plan administrator must provide enhanced notice to
the eligible members and the eligible former members of the plan within 60 days of the start of
the payments required under the solvency relief report. Enhanced notice requirements are set
out for each option.
 
 

Description of Solvency Funding Relief Options
 
The following section explains the three temporary solvency funding relief options. Complete
details can be found in the Regulation.
 

Option 1 - Deferral of New Special Payments for up to One Year

 
Defer, up to one year, the start of special payments required to liquidate any new going concern
unfunded liability or new solvency deficiency determined in the solvency relief report.
 

Option Availability

 
Not available to excluded plans
Not available to Jointly Sponsored Pension Plans

Funding Calculations

 
The special payments identified in the solvency relief report which are required to liquidate
any new going concern unfunded liability or solvency deficiency determined in the report may
be deferred for up to one year (the deferral period) from the valuation date.
 
For the purpose of determining the new solvency deficiency in the solvency relief report, the
calculation of the solvency asset adjustment under section 1.2(1) (d) of the Regulation will
include the present value of special payments in respect of any going concern unfunded
liability scheduled for payment between the valuation date and 5 years after the end of the
deferral period.
 



Any gains in subsequent solvency valuations can be used to reduce or eliminate the amount
of monthly solvency special payments determined in the solvency relief report.
 
During the deferral period, actuarial gains may not be used to reduce normal costs nor may
they be applied to pay the annual assessment to the Pension Benefits Guarantee Fund
(PBGF).

Amendments

 
No special requirements.

Member Consent

 
No member consent is required.

Enhanced Notice Requirements

 
The plan administrator must provide enhanced notice to the eligible members and the eligible
former members of the plan within 60 days of the start of the special payments required
under the solvency relief report.  
The notice must contain the information set out in the Regulation.
The notice is provided one time only.

Option 2 - Consolidation of Existing Solvency Deficiencies into a New Five-Year Payment
Schedule

 
Consolidate special payments for pre-existing solvency deficiencies into a new five-year payment
schedule that starts on the valuation date of the solvency relief report.
 

Option Availability

 
Not available to excluded plans.
Not available to the “new pension plans” under Ontario Regulation 202/02 (Algoma).

Funding Calculations

 
Plan administrators will be permitted to consolidate the present value of special payments
relating to solvency deficiencies arising before the valuation date of the solvency relief report
that remain to be paid (consolidated prior solvency deficiency), and liquidate this deficiency
over the 5 years beginning on the valuation date of the solvency relief report.
 
To the extent that the solvency special payments made between the valuation date and the
filing date exceed those that would be required under the solvency relief report as a result of
the consolidation, such excess can be used to reduce subsequent contributions made up to
the date at which the next report is filed. The excess, however, cannot be used to reduce the
PBGF assessment base as provided in section 37(12) of the Regulation.
 



For the purpose of determining the new solvency deficiency in the solvency relief report, the
calculation of the solvency asset adjustment under section 1.2(1)(d) of the Regulation will
include the present value of all of the solvency special payments under the new five-year
consolidated schedule.
 
Any gains in subsequent solvency valuations can be used to reduce or eliminate the amount
of monthly solvency special payments determined in the solvency relief report.

Amendments
 

If the plan is amended to increase pension benefits or ancillary benefits, any resulting
increase in the going concern unfunded liability shall be liquidated over 5 years beginning on
the valuation date of the report in which the increase in the going concern unfunded liability
was determined.
This accelerated funding requirement remains in effect until the consolidated prior solvency
deficiency has been fully liquidated.

Member Consent

 
No member consent is required.

Enhanced Notice Requirements

 
The plan administrator must provide enhanced notice to the eligible members and the eligible
former members of the plan within 60 days of the start of the payments required under the
solvency relief report.
The notice must contain the information set out in the Regulation.
The notice is provided one time only.

Option 3 – Extension of Up to 5 Additional Years to Liquidate New Solvency Deficiency

 
With the consent of eligible members and eligible former members, extend the period for
liquidating the new solvency deficiency from 5 years to a maximum of 10 years.
 

Option Availability

 
Not available to excluded plans.

Funding Calculations

 
The five-year period to liquidate a new solvency deficiency determined in the solvency relief
report may be extended to a period not to exceed 10 years (the extended liquidation period).
 
For non-JSPPs that elected Option 1 and for JSPPs, the extended liquidation period will begin
on a date not later than 12 months after the valuation date of the solvency relief report and
may be extended to a period not to exceed 10 years after that date.
 



For the purpose of determining the new solvency deficiency in the solvency relief report, the
calculation of the solvency asset adjustment under section 1.2(1)(d) of the Regulation will
include the present value of special payments in respect of any going concern unfunded
liability scheduled for payment between the valuation date and the end of the extended
liquidation period.
 
Any gains in subsequent solvency valuations can be used to reduce or eliminate the amount
of monthly solvency special payments determined in the solvency relief report.

Amendments

 
If the plan is amended to increase pension benefits or ancillary benefits, any resulting
increase in the going concern unfunded liability shall be liquidated over 5 years beginning on
the valuation date of the report in which the increase in the going concern unfunded liability
was determined.
 
For a JSPP, the resulting increase in the going concern unfunded liability shall be liquidated
over 5 years beginning not later than 12 months after the valuation date of the report in
which the increase in the going concern unfunded liability was determined.
 
This accelerated funding requirement continues to apply for plan amendments that have an
effective date before the date on which the remainder of the extended liquidation period
equals 5 years.

Member Consent

 
There is no consent requirement for jointly governed plans.
 
All eligible members, eligible former members and bargaining agents must be sent an
information statement. Detailed information on the content is set out in the Regulation.
 
For plans which are not jointly governed, the plan administrator that proposes to elect option
3 may not proceed if more than 1/3 of the eligible members and eligible former members
oppose the election. Eligible members and eligible former members who die or transfer their
entire entitlement from the plan between the date of the solvency relief report and the date
the information forms are sent are not included in the election.
 
If the eligible members are represented by a bargaining agent, the bargaining agent may
cast a ballot on behalf of the eligible members it represents within 45 days. Eligible members
who become eligible former members between the date of the solvency relief report and the
date the information forms are sent would be represented by the collective bargaining agent
for the purpose of determining consent.
 
Notice of Objection Forms
 

Who Gets the Notice - eligible members who are not represented by a bargaining agent,
eligible former members, and all bargaining agents at the time the information statement
is sent 
Content - set out in section 5.7 of the Regulation 
Timing for Responding to Notice of Objection - no less than 45 days after the information
statement is sent by the administrator 



Deemed Consent - if the number of objections confirms that not more than one-third of
the eligible members and the eligible former members object, the extension of the five
year period will proceed

Enhanced Notice Requirements

 
The plan administrator must provide enhanced notice to the eligible members and the eligible
former members of the plan within 60 days of the start of the payments required under the
solvency relief report.
 
The notice has more required information than Options 1 and 2, as set out in the Regulation.
 
Until the end of the extended liquidation period, additional information must also be provided
to all eligible members and eligible former members within six months after each plan fiscal
year in which a valuation report is filed.
 
For eligible members, this additional information may be included with their regular annual
pension statement. 



A:  “jointly governed plan” means a plan other than an excluded plan that is, 

(a)    a jointly sponsored pension plan, 

(b)    a multi-employer pension plan established pursuant to a collective agreement or a 

trust agreement, 

(c)    a plan whose administrator is a pension committee all of whose members are 

representatives of members of the plan, or 

(d)    a plan whose administrator is a pension committee described in section 8 (1) (b) of 

the Act if at least one-half of the members of the pension committee represent members of 

the plan or persons receiving pensions under the plan. 
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Other Changes to the Regulation - O. Reg. 239/09
Archived Content

The following content was archived on February 22, 2019, and is provided for historical
reference. Information is subject to change and may no longer be accurate.

 

​​In addition to the temporary solvency relief measures contained in Regulation 239/09  , the
following changes have been made.
 

Retroactive Use of Revised Commuted Value Standard for Solvency Valuations

The revised Standard of Practice for Pension Commuted Values (Section 3800) published by the
Canadian Institute of Actuaries, which took effect April 1, 2009, may be used for the purpose of
a solvency valuation with a valuation date on or after December 12, 2008.

 

Contribution Holidays

For plan fiscal years ending between June 30, 2010 and December 31, 2012, contribution
holidays are not permitted unless an actuarial cost certificate demonstrating that the plan has
sufficient funding excess to pay all or a portion of the normal cost for the year is filed with the
Superintendent within 90 days of the beginning of the fiscal year. More information is available
at Contribution Holidays - Questions & Answers.

 

Based on the amounts determined in the actuarial cost certificate as at the beginning of the
plan’s fiscal year, the maximum amount of funding excess available to reduce contributions for
the year will be the lesser of:

 

the amount by which the going concern assets exceed the sum of the estimated going
concern liabilities and the prior year credit balance; and

the amount by which the solvency assets exceed the sum of the estimated solvency liabilities
and the prior year credit balance.

The actuarial certificate must contain: 

 

An estimate of the normal cost for the fiscal year of the plan commencing on the valuation
date of the certificate.



An estimate of the total employee contributions to the plan to be made during the same
period.
The going concern assets, estimated going concern liabilities, solvency assets and estimated
solvency liabilities, each determined as of the valuation date of the certificate.
The prior year credit balance.
The estimated transfer ratio, calculated using the solvency assets and estimated solvency
liabilities determined in the certificate.

Transfer Ratio and the Payment of Commuted Values

 

Section 19(5) of Regulation 909 has been revoked and replaced. It now requires the prior
approval of the Superintendent to transfer any part of the commuted value where the transfer
ratio is less than one and the administrator knows or ought to know that, since the last valuation
report, the transfer ratio has declined by 10 per cent or more.

 

Section 19(6) has been amended so that it is now subject to subsection 19(4) and the new
subsection 19(5).

 
Solvency Relief Questions Answered
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Asset Smoothing for Solvency Valuations and Contribution Holidays - Questions and
Answers
Archived Content

The following content was archived on February 22, 2019, and is provided for historical
reference. Information is subject to change and may no longer be accurate.

 

 
Asset Smoothing for Solvency Valuations
 
Contribution Holidays
 

Timing
Market Value vs. Market Related Value (Smoothing)
Preparation of the Cost Certificate
Filing of a full valuation report at the same date as the effective date of the cost certificate  

  

Asset Smoothing for Solvency Valuations  
Q1. Ontario regulations permit the use of an asset smoothing method for the purpose
of a solvency valuation. Does FSCO have a formal policy that imposes a limitation on
the application of such method?
 
A1. FSCO does not have a formal policy limiting the application of an averaging method that
stabilizes short term fluctuations in market value of plan assets (asset smoothing method). 
However, in reviewing any asset smoothing method used in a solvency valuation, FSCO staff will
consider the following principles:
 

The method should be consistent with the current actuarial practice in Canada, i.e.,the
guidelines on asset smoothing methods as set out in the Educational Note issued by the
Canadian Institute of Actuaries;
The method should have the effect of stabilizing the short-term fluctuations in the market
value of the plan assets;
The method should be appropriate for the circumstances of the plan;
Once an asset smoothing method is adopted for a valuation, it must be applied consistently in
future valuations unless otherwise justified by the circumstances of the plan (e.g.,where the
plan is merged with another plan); and
The report should describe the method in sufficient detail so as to enable another actuary to
follow the development of the smoothed asset value.

FSCO does not intend to impose a limit on the deviation between the smoothed asset value and
the market value. However, the actuary who prepares a report should apply his or her
professional judgment as to whether it is appropriate to impose a limit in light of the
circumstances of the plan. - 12/08



 

 

 

Contribution Holidays - Application of Subsections 7(3.1) and (3.2) of Regulation
909

 
Based on the regulations released in June of 2009, contribution holidays for plan fiscal years
ending after June 29, 2010 and before January 1, 2013 are not permitted unless an actuarial
cost certificate is filed with the Superintendent within the first 90 days of the fiscal year and that
cost certificate demonstrates that the plan has sufficient funding excess that can be applied to
reduce all or a portion of the contributions for normal cost for the year.  These provisions do not
apply to designated plans. Below are a series of questions and answers about these
requirements.
 

Timing
 
Q2. Will there be any ability for plan administrators to request an extension of the
deadline for filing the actuarial cost certificate if it proves impossible to complete the
work by that date? Our concern is that a plan with a significant surplus (potentially
excess surplus from ITA perspective) may be forced to make contributions throughout
a fiscal year because of a late filing of the cost certificate (despite the fact that there
are sufficient assets in the plan to support a contribution holiday).
 
A2. Where an actuarial gain under subsection 7(3.2) of the Regulation exists, but the
administrator is unable to file the actuarial cost certificate by the deadline, FSCO would consider
granting a request for an extension of the time to file the certificate, provided the time period
requested for the extension and the circumstances that give rise to the need for an extension
are reasonable in the circumstances. (See Policy on Extension of Deadlines for Filings for more
information about applying for the extension of a procedural time limit). If the actuarial cost
certificate is not filed on time and if an extension of the time for filing the cost certificate is not
granted, a contribution holiday cannot be taken. However, there are provisions in the PBA and
Regulation relating to refunds of over-contributions that may be of assistance in such a case. -
06/10
 
 
Q3. In a situation where the new cost certificate cannot support ongoing contribution
holidays, my assumption is that the requirement to remit current service cost
contributions would be retroactive to the beginning of the fiscal year. When would this
retroactive contribution have to be made?
 
A3. It is correct that current service contributions would be required retroactively if an actuarial
cost certificate is not filed pursuant to subsections 7(3.1) and (3.2) of Regulation 909 or if filed,
indicates that normal cost contributions must resume prior to the date the actuarial cost
certificate is filed. Under subsection 4(4) of the Regulation, normal cost contributions are
payable within 30 days after the month for which the contributions are payable. For purposes of
the retroactive contributions that are required due to expiry of the contribution holiday period,
FSCO will accept the payment of the normal cost contributions by the later of the time limit



specified in subsection 4(4) of the Regulation or 120 days after the beginning of the plan fiscal
year. - 06/10
 

 
 

Market value vs. market-related value (smoothing)
 
Q4. Based on our understanding of the regulations adopted in June of 2009, the
determination, under section 7(3.1) and 7(3.2), whether the plan has sufficient
funding excess to reduce all or a portion of the contributions for normal cost for the
year would be done on a market-value basis and would not reflect the impact of any
smoothing that may be used in the actuarial valuations (on either the going concern or
the solvency basis). Can you please confirm that this is the case?
 
A4. For the purposes of clause (a) of subsection 7(3.2), the going concern assets and estimated
going concern liabilities should be determined on the same basis used in the last filed valuation
report. For the purposes of clause (b) of subsection 7(3.2), both solvency assets and estimated
solvency liabilities must be determined on a market-value basis. - 06/10
 

 
 

Preparation of the cost certificate
 
Q5: The cost certificate is required to include an estimate of the going concern and
solvency liabilities as well as the normal cost for the fiscal year commencing on the
valuation date of the certificate. In calculating these amounts, would FSCO accept an
approach where the amounts of those liabilities and normal cost are rolled forward
from the results of the most recently filed valuation (with adjustments for any
changes in actuarial assumptions and known significant changes in pension plan
demographics over the intervening period)?
 
A5. In preparing the cost certificate, the actuary should perform the calculations in accordance
with accepted actuarial practice, any applicable professional standards and FSCO’s published
policies. FSCO will not be providing any specific guidance on the methodology for preparing
estimates of the going concern or solvency liabilities and the normal cost. - 06/10
 
 
Q6. FSCO's Policy on Actuarial Filing for Plan Amendments contains a requirement for
a 5% loading to going concern and solvency liabilities to allow for estimation errors.
Would a similar requirement be imposed for the cost certificates that are required to
be filed under the new regulations?
 
A6. While FSCO's Policy applies to actuarial filings at the time of plan amendments, we believe
that the guidance contained in the policy with respect to cost certificates is equally applicable to
other situations where an estimate of the liabilities is required. Therefore, FSCO strongly
suggests that the 5% loading to the going concern and solvency liabilities to allow for estimation
errors should be applied in preparing these estimates. - 06/10



 
 

Filing of a full valuation report at the same date as the effective date of the cost
certificate

 
Q7. How would the new rules be applied in a situation where a full valuation is filed
with the same effective date as the cost certificate and where the full valuation used
smoothing (on either the going concern or the solvency basis)?  For example, consider
a situation where a triennial valuation needs to be filed as at December 31, 2009 for a
plan with a December 31st year-end. In this situation, the cost certificate would be
due by April 1, 2010 and the full valuation report would be due by September 30,
2010. Let us say that on the market value basis, the plan now has a slight deficit and
that on a smoothed basis the plan has sufficient surplus to cover the current service
cost for the next couple of years. We are not entirely clear on what happens under the
regulations adopted in June of 2009. Specifically, the requirements to file a cost
certificate (on a market basis) within 90 days from the beginning of each fiscal year in
order to continue current service contribution holidays would suggest that
contributions towards current service cost have to be resumed effective January 1,
2010 irrespective of what results are shown in the actuarial valuation report.
 
A7. In the situation you described where a full valuation is filed with the same effective date as
the actuarial cost certificate previously filed, our view is as follows:
 

For the first fiscal year covered by a filed valuation report, contributions must be made in
accordance with the funding requirements set out in that report, regardless of whether an
actuarial cost certificate was previously filed.
For subsequent fiscal years, contribution holidays must be supported by an actuarial cost
certificate prepared and filed in accordance with subsections 7(3.1) and (3.2) of the
Regulation. - 06/10

 ​
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Solvency Funding Relief Questions Answered
Archived Content

The following content was archived on February 22, 2019 and is provided for historical
reference. Information is subject to change and may no longer be accurate.

 

​​This page is intended to provide information of interest to plan administrators, their agents, and
plan members and former members on the amendments to Regulation 909 regarding the
Solvency Funding Relief Measures and Other Changes announced in the 2009 Ontario Budget.
 

Questions posted relate to: 

 

Filing Deadlines and Elections

 

Member/Former Member Questions

 

Plan Administrator Questions

 

Use of Actuarial Gains

 

 

Filing Deadlines and Elections

 

Q:  The administrator of a plan wishes to file a report with a valuation date on or after
September 30, 2008 and before November 1, 2008. Does the usual 9-month filing
deadline apply?

 



A:  No.  If the valuation date is between September 30, 2008 and October 31, 2008, the filing
deadline has been extended to 10 months after the valuation date.

 

Q:  The administrator of a plan filed a report with a valuation date on or after
September 30, 2008 prior to the government’s filing of the solvency funding relief and
other amendments to Regulation 909. The administrator wishes to file a report to
reflect the amendments. Is there any action the administrator can take?

 

A:  Yes, the plan can re-file its valuation report within the 9-month filing deadline.  If the
valuation date is between September 30, 2008 and October 31, 2008, the timeline has been
extended to 10 months.

 

Q:  If the first valuation is required as a result of a plan amendment, can a plan
administrator make an election in respect of the temporary solvency relief options?

 

A:  Yes. In order to proceed with an amendment and have a valuation report treated as a
solvency relief report, the amendment should be included as part of a section 14 report.

 

Q:  The administrator of a plan does not intend to make an election in respect of its
first filed report with a valuation date on or after September 30, 2008.  Can the
administrator make an election in a subsequent valuation report?

 

A:  No.  An election can only be made with the first valuation report filed with a valuation date
on or after September 30, 2008.

 

Use of Actuarial Gains

 

Q:  The administrator of a plan has decided not to make a solvency funding relief
election.  Can the administrator use future solvency experience gains to reduce
solvency special payments?

 



A:  No, the gains may only be used to shorten the remaining amortization periods for existing
solvency deficiencies.

 

 

Plan Administrator Questions

 

Q:  The revised Standard of Practice for Pension Commuted Values published by the
Canadian Institute of Actuaries took effect on April 1, 2009. Can the administrator of a
plan use this new standard prior to that date?

 

A:  Yes. The new standard can be used for the purpose of solvency valuations for valuation
dates on or after December 12, 2008. On the other hand, the new commuted value standard
cannot be used until April 1, 2009 for the purpose of determining commuted values for
individual terminating members.

 

Q:  Do the new rules for contribution holidays apply to all defined benefit plans,
regardless of whether the administrator elects temporary solvency relief measures?

 

A:  Yes. All plans that provide defined benefits are subject to the amended provisions of
Regulation 909 in respect of contribution holidays. For plan fiscal years ending between June 30,
2010 and December 31, 2012, plans must make all contributions required to pay the normal
cost unless an actuarial cost certificate with a valuation date at the beginning of a fiscal year is
filed with the Superintendent within 90 days of the valuation date and demonstrates that the
plan has sufficient funding excess to pay all or a portion of the normal cost for that year. More
information is available at Contribution Holidays Questions Answered.

 

Q:  What special payments can be consolidated in the solvency relief report?

 

A:  Only the present value of remaining solvency special payments in respect of solvency
deficiencies arising before the valuation date of the solvency relief report that remain to be paid
are included in the consolidation. Pre-existing special payments in respect of going-concern
unfunded liabilities and special payments required under section 75 of the PBA are not included.

 



Q:  Can the administrator of a plan defer the funding of a prior consolidated solvency
deficiency?

 

A:  No.

 

Q:  When do the accelerated funding rules for plan amendments end if an
administrator elects both Option 2 and Option 3?

 

A:  If both Option 2 and Option 3 are elected, the accelerated funding rules would no longer
apply for plan amendments with an effective date after the later of the date the consolidated
prior solvency deficiency is liquidated and the date on which the remainder of the extended
liquidation period equals 5 years.

 

Q:  What is a “jointly governed plan”?

 

A:  “jointly governed plan” means a plan other than an excluded plan that is,

(a)    a jointly sponsored pension plan,

(b)    a multi-employer pension plan established pursuant to a collective agreement or a trust
agreement,

(c)    a plan whose administrator is a pension committee all of whose members are
representatives of members of the plan, or

(d)    a plan whose administrator is a pension committee described in section 8 (1) (b) of the Act
if at least one-half of the members of the pension committee represent members of the plan or
persons receiving pensions under the plan.

 

 

Member/Former Member Questions

 

Q:  Who is an eligible member?

 



A:  An eligible member is, with respect to a plan, a member whose pension benefit includes a
defined benefit, other than,

(a)    a member who no longer has an entitlement to any payments from the plan, and

(b)    a member for whom a notice of death has been received by the administrator.

 

Q:  Who is an eligible former member?

 

A:  An eligible former member is, with respect to a plan, a former member whose pension or
pension benefit includes a defined benefit, other than,

(a)    a former member who no longer has an entitlement to any payments from the plan, and

(b)    a former member for whom a notice of death has been received by the administrator. 

 

Q: What is meant by “no longer has an entitlement to any payments from the plan”?
 When is it determined?

 

A:  A former member who has received the full commuted value of a deferred pension under
section 42 of the PBA prior to the day an information statement is sent and/or the day a notice
of objection form is returned to the administrator is a person who “no longer has an entitlement
to any payments from the plan”.

 

Q:  As a widow of a former member of a pension plan I am a beneficiary under the
plan.  Am I entitled to receive enhanced notice if the plan makes an election under the
solvency relief amendments?

 

A:  No, only eligible members and eligible former members are entitled to receive enhanced
notice.

 

Q:  I am a retired member of a pension plan and have been requested by the
administrator of the plan to provide my consent for the administrator to elect Option 3
– the extension of the new solvency deficiency funding period from 5 years to not
more than 10 years.  Can the union exercise my vote?



 

A:  No, the union can only vote on behalf of individuals who were eligible members on the date
of the solvency relief report. Eligible former members(which includes retired members) must
vote directly unless they become eligible former members between the date of the solvency
relief report and the date the information forms are sent.

 

Q:  How often must defined benefit pension plans file valuation reports?

 

A:  The PBA requires that Ontario registered pension plans fund promised benefits in accordance
with standards set out in Regulation 909. Defined benefit pension plans must file actuarial
valuations every three years, or annually if a plan indicates solvency concerns in an actuarial
valuation report.  Where these valuations show a pension plan's assets to be less than its
liabilities, payments must be made into the plan to eliminate the deficiency over a prescribed
period of time.

 

Q:  What is the purpose of valuation reports?

 

A:  Actuarial valuations of defined benefit plans are conducted using two different sets of
actuarial assumptions: "solvency valuations" use assumptions consistent with a plan being
terminated, while "going-concern valuations" are based on the plan continuing in operation.

 

 If a solvency valuation reveals a shortfall of plan assets to plan liabilities, Regulation 909
requires the plan sponsor to make special payments into the plan sufficient to eliminate the
deficiency over five years. Where a deficiency exists on the basis of a going-concern valuation,
Regulation 909 requires special payments to eliminate the going-concern deficiency over 15
years. In general, the payments that a plan sponsor must remit to a plan in a given year include
the amount necessary to cover the ongoing current service costs associated with the plan, plus
any "special payments" required in that year to pay down a funding deficiency over the relevant
time period.
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Changes To The Rules For Ontario Locked-In Accounts - O. Reg. 239/09
On June 19, 2009, O. Reg. 239/09  under the Pension Benefits Act was filed. The Regulation
makes numerous important changes to the rules governing locked-in accounts. Locked-in
accounts include Locked-In Retirement Accounts (LIRAs), Old Life Income Funds (Old LIFs), New
Life Income Funds (New LIFs) and Locked-In Retirement Income Funds (LRIFs). The following
points summarize the key changes to the rules, indicate when these changes come into effect,
and provide answers to some of the questions that are likely to arise as a result of these
changes.
 
What are the key changes to the rules?
 

From January 1, 2011 to April 30, 2012, owners of Old LIFs and LRIFs will have a one-
time opportunity to withdraw in cash or transfer to an RRSP or RRIF up to 50% of the total
market value of the assets of the fund.
 
From January 1, 2010 to December 31, 2010, owners of New LIFs will have a one-time
opportunity to withdraw in cash or transfer to an RRSP or RRIF an additional 25% of the total
market value of the assets of the fund that were transferred into their New LIF account on or
before December 31, 2009.
 
After December 31, 2009, anyone who purchases a New LIF will have a one-time
opportunity to withdraw in cash or transfer to an RRSP or RRIF up to 50% of the total market
value of the assets of the fund.
 
On or before September 30, 2010, financial institutions are required to give notice of
these and other related changes to owners of Old LIFs and LRIFs.
 
On or before January 1, 2010, financial institutions are required to give notice of these
and other related changes to owners of New LIFs.
 
As of January 1, 2011, all of the rules that govern locked-in retirement accounts (LIRAs)
are consolidated into Schedule 3 under the Regulation.

What changes come into effect on January 1, 2010?
 

New LIF owners can withdraw or transfer an additional 25% of the assets that were
transferred into their account on or before December 31, 2009.
 
Anyone who purchases a New LIF can withdraw or transfer up to 50% of the assets.

What changes come into effect January 1, 2011?
 

Owners of Old LIFs or LRIFs can apply to withdraw or transfer 50% of the assets in their
account.
 



Owners of New LIFs will no longer be able to withdraw or transfer an additional 25% of the
assets that were transferred into their account on or before December 31, 2009.
 
The rules for determining the maximum annual income payment from an Old LIF or an LRIF
will become standardized with the rules under a New LIF: the greater of the investment
earnings of the fund in the previous year, or the amount that would be paid using the LIF
formula in the regulations.
 
Owners of Old LIFs and LRIFs will no longer be able to transfer assets from those accounts to
a locked-in retirement account (LIRA).
 
The new Schedule 3 which sets out the LIRA rules comes into effect.

For more information, see New Rules for Ontario Locked-in Accounts that come into effect on
January 1, 2011.

 

What changes come into effect May 1, 2012?
 

Owners of Old LIFs or LRIFs will no longer be able to withdraw or transfer 50% of the assets
in their account. 

More Locked-In Account Changes - Questions and Answers

Previous Locked-In Account Changes
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New Rules for Ontario Locked-in Accounts Come Into Effect on January 1, 2011
On January 1, 2011, several new rules for Ontario locked-in accounts will come into effect. 
These rules were passed in June 2009 under Ontario Regulation 239/09 and will affect old life
income funds (Old LIFs), locked-in retirement income funds (LRIFs) and new life income funds
(New LIFs).  In addition, the rules that apply to locked-in retirement accounts (LIRAs) will be
consolidated into one new schedule.

New Rules for LIRAs

The rules for LIRAs will be consolidated in Schedule 3 under Ontario Regulation 909.  A number
of provisions that are currently found in this regulation will be found in Schedule 3.

New Rules for Old LIFs, New LIFs and LRIFs
The rules for Old LIFs (which are in Schedule 1) and LRIFs (which are in Schedule 2) will be
harmonized with the rules for New LIFs (which are in Schedule 1.1.).  All three schedules will
remain in effect, but the provisions of each will be essentially the same.
The rules for determining the maximum annual income payment from Old LIFs, New LIFs and
LRIFs will be identical.  The maximum income payment for all three funds will be the greater
of the amount calculated under the LIF formula, or the fund’s investment earnings from the
previous year.
After December 31, 2010, owners of New LIFs will no longer be able to apply to withdraw an
additional 25 per cent of the money that was transferred into their New LIFs prior to January
1, 2010.  As a result, FSCO pension Form 5.1.1 cannot be used as of January 1, 2011.
After December 31, 2010, the option to withdraw or transfer up to 50 per cent of the money
that was transferred into a New LIF will only apply to transfers from a LIRA or a registered
pension plan.  This withdrawal or transfer option will no longer apply to money that is
transferred from an Old LIF or LRIF, unless the transfer was made in accordance with the
terms of an order under the Family Law Act or a domestic contract as defined in Part IV of
that Act.
Between January 1, 2011 and April 30, 2012, owners of Old LIFs and LRIFs will be able to
make a one-time application to withdraw or transfer up to 50 per cent of the total market
value of these funds into a Registered Retirement Savings Plan (RRSP) or a Registered
Retirement Income Fund (RRIF).  Applications must be made to the financial institution that
holds the money.  Use the new FSCO pension form, Form 5.3, which will be available in
December 2010.  This withdrawal or transfer option will no longer apply after April 30, 2012.

Information that Must Be Provided by Financial Institutions

Financial institutions must provide the following information to every client who owns an Old LIF
and/or LRIF on or before September 30, 2010:

After December 31, 2010, no money can be transferred from an Old LIF or LRIF to a LIRA.
After December 31, 2010, if money is transferred from an Old LIF or LRIF to a New LIF, the
owner can no longer apply to withdraw or transfer a percentage of money that was



transferred into the fund.  The only exception is if the transfer was made in accordance with
the terms of an order under the Family Law Act or a domestic contract as defined in Part IV of
that Act.
Between January 1, 2011 and April 30, 2012, owners of Old LIFs or LRIFs can make a one-
time application to withdraw or transfer up to 50 per cent of the total market value of their
Old LIFs or LRIFs.  The amount of the withdrawal or transfer must be based on the most
recent statement that was provided to the owner of the Old LIF or LRIF.  The statement must
be dated within one year of the date that the owner signs the application. 
As of January 1, 2011, owners of Old LIFs or LRIFs can make a maximum of one withdrawal
or transfer, and the application must be made on or before April 30, 2012.
As of January 1, 2011, the amount of income that can be paid out of an Old LIF or LRIF
cannot be greater than 1) the fund’s investment earnings, including any unrealized capital
gains or losses, for the previous fiscal year, and 2) the amount that is calculated using the
formula in Schedule 1 (for Old LIFs) or Schedule 2 (for LRIFs) under Ontario Regulation 909.

Financial institutions should also be aware that they are required to include in their annual
statements to their clients the amount of any withdrawals that were taken out of the fund in the
previous year.

Frequently Asked Questions

Q: If I transfer money into a New LIF after January 1, 2011, will I be able to withdraw
or transfer up to 50 per cent of the amount that was transferred into the fund?

A: It depends on where the money came from.  The withdrawal or transfer option is not open to
you if the money was transferred from an Old LIF, LRIF or another New LIF.  If the money was
transferred from a LIRA or a registered pension plan, you may apply to withdraw or transfer up
to 50 per cent of the money that was transferred into the New LIF.

Q: If I transfer money from an Old LIF or LRIF to a New LIF after January 1, 2011, will
I still be paid an annual amount?

A: Yes. During the year, you must be paid at least a minimum amount as income from the Old
LIF or LRIF. When transferring money from an Old LIF or LRIF to a New LIF, you should ensure
that you have been paid at least the minimum income amount from the Old LIF or LRIF before
the transfer, or leave sufficient assets in the Old LIF or LRIF to be paid at least the minimum
income amount from it that year. The income amount payable to you from the Old LIF or LRIF is
not affected by the fact that you can no longer apply to withdraw or transfer up to 50% of the
money that was transferred into the New LIF.

Q: Between January 1, 2011 and April 30, 2012, owners of Old LIFs or LRIFs may
apply to withdraw or transfer up to 50 per cent of the total market value of the assets
in the fund.  How is this amount determined?



A: The total market value of the assets in the fund is based on the amount that is stated in the
owner’s most recent statement that was issued by the financial institution at the time of the
application.  The statement must be dated within one year of the date that the application is
made.
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FAQs on Old Life Income Funds (LIFs)
 

Q1. I own an Old LIF. How will the changes to the rules for locked-in accounts affect
me?

 

A1. As a result of the changes to the rules that govern locked-in accounts:

As of January 1, 2009, you cannot transfer any money into your Old LIF from any other
sources. 
You can keep your Old LIF past age 80 and are no longer required to purchase a life annuity
with the funds from your Old LIF. 
You can keep your Old LIF, but effective January 1, 2011 the rules for Old LIFs will be
harmonized with those that govern New LIFs.
As of January 1, 2011, the maximum amount of income paid each year from your Old LIF will
be the greater of the amount you would have received under the formula in Schedule 1 under
Regulation 909, or the investment earnings from the previous year.
From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to withdraw or
transfer up to 50 per cent of the money in your Old LIF to a Registered Retirement Savings
Plan (RRSP) or a Registered Retirement Income Fund (RRIF) using Form 5.3.  - 12/2010

 

Q2. Can I still buy an annuity with the funds from my Old LIF?

 

A2. Yes, you can buy an annuity with the funds from your Old LIF at any age. - 07/2007  

 

 

Q3. How do I calculate the maximum amount I can be paid from my Old LIF each
year?

 

A3. For 2010, the maximum income payment is still based on the LIF formula in the regulations
(LIF formula). This LIF formula takes into account the amount in your account as of January 1st
multiplied by a percentage that changes each year based on your age.  The percentage for each
age can be found in a table that FSCO publishes in December of each year.  Starting in 2011,
your maximum income payment will be the greater of the amount earned under the LIF formula,
or your Old LIF’s investment earnings from the previous year.  -05/2010  

 



 

Q4. What are my options if I want to transfer money out of my Old LIF?

 

A4. You can transfer money from an Old LIF to a New LIF, or to an insurance company to
purchase a life annuity.  Effective January 1, 2011 you can withdraw or transfer up to 50% of
the money in an Old LIF - January 1, 2011 to April 30, 2012.   - 12/2010  

 

 

Q5. I want to use the money in my Old LIF to purchase a New LIF. How will my income
payments from the Old LIF and New LIF be affected when I make the purchase?

 

A5. Transferring money from your Old LIF to a New LIF does not affect the maximum amount of
income that could be paid from the Old LIF during the year of transfer.  To ensure that you
receive the maximum income payment possible for that year, you should arrange to receive all
payments that you are entitled to get from the Old LIF, before you make the transfer.

After you purchase the New LIF with the funds from your Old LIF, the amount of income you can
be paid from your New LIF for the rest of the year is set to zero. - 05/2010  

 

 

Q6. Can I transfer any money into my Old LIF?

 

A6. No.  You can no longer transfer money into an Old LIF, even if it comes from another Old
LIF. - 05/2010    

 

 

Q7. Can I withdraw or transfer any money from my Old LIF in addition to my annual
income payment?

 

A7. From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to apply to
withdraw or transfer up to 50 per cent of the money in your Old LIF to an RRSP or RRIF using
Form 5.3.  - 12/2010  

 

  



Q8. What happens if I own an Old LIF when I die?

 

A8. If you own an Old LIF when you die, your surviving spouse is entitled to the full amount of
money that is in your Old LIF.  This money may be paid out as an unlocked lump sum after your
death, or may be transferred to your spouse’s own RRSP or RRIF if the transfer is permitted by
the federal Income Tax Act.  

If you do not have a surviving spouse on the date of your death, or if your spouse has waived
his/her entitlement to the death benefit payment, your named beneficiary or estate (if there is
no named beneficiary) is entitled to receive the amount in your Old LIF. - 05/2010 

 

 

Q9. At what age can I apply to withdraw the money in my locked-in account because it
is a small amount?
 
A9.  You can apply to withdraw all the money in your locked-in account (LIRA, LIF or LRIF)
under the small amount category, on or after the day you become 55 years old.  The small
amount requirement means that the total value of all assets in all your Ontario locked-in
accounts must be less than 40 per cent of the Year's Maximum Pensionable Earnings (YMPE) for
that calendar year.  -03/2014 
 
 

Q10. Why are there only three columns in the 2016 Maximum Annual Income Payment
Amount Table for an Ontario Old LIF, New LIF or LRIF in FSCO Policy L200-415
(instead of the 4 columns in prior years)?
 
A10. The maximum annual payment percentage is based on the age attained during the year in
question.  FSCO has, therefore, made minor changes to the table to streamline the information
provided. -12/2015

 

 
Q11. Does the change in the Canada Revenue Agency minimum withdrawal amount
impact the maximum amount that can be withdrawn?
 
A11. No.  The Canada Revenue Agency's reduction of the minimum withdrawal amount has no
impact on the maximum withdrawal amounts.  The Pension Benefits Act provides the maximum
amount that may be withdrawn from the locked-in account.  Each year, FSCO publishes a policy
that includes a table of percentages that must be used to calculate the maximum annual income
amount that may be paid out from the locked-in account.  -12/2015

 

More information:



 

FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

   Want to view a link in a new window?
Right-click the link and select "open in new window"
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Locked-In Accounts
When members of a pension plan terminate employment or plan membership, they have a
number of options available to them for the treatment of their pension benefits and their
commuted value.

Where the former member elects the direct transfer of the commuted value of the pension
benefits into locked-in accounts, the Pension Benefits Act gives the individual greater control
over their retirement monies. Since the money in locked-in accounts comes from pension plans,
the legislation contains restrictions that are intended to preserve the money in these locked-in
accounts for retirement and provide a lifetime stream of retirement income for former members
and their spouse, if any. These restrictions are generally referred to as the locking-in rules.

The following links provide access to detailed information on the various types of locked-in
accounts:

L200-201 - Locked-In Retirement Accounts (LIRAs)
L200-303 - Schedule 1.1 Life Income Funds (New LIFS)  Size: 101 kb​
L200-305 - Schedule 1 Life Income Funds (Old LIFS)  Size: 100 kb​
L200-414 - 2015 Life Income Fund (LIF) and Locked-In Retirement Income Fund
(LRIF) Maximum Annual Income Payment Amount Table
L200-501 - Locked-In Retirement Income Funds (LRIFs)  Size: 494 kb​
Questions and Answers on Rules For Ontario Locked-In Accounts - O. Reg. 416/07
Changes to the Rules for Ontario Locked-In Accounts - O. Reg. 239/09
September 5, 2007:Letter to Financial Institutions offering Locked-In Accounts and
their Associations
Pension Unlocking: Non-Hardship

Note:
The money in locked-in accounts is generally available only as retirement income. However,
individuals who qualify under specific circumstances of financial hardship may apply for
special access to the money in these accounts.

https://www.fsrao.ca/rules-financial-hardship-unlocking
https://www.fsrao.ca/locked-retirement-accounts-liras
https://www.fsrao.ca/schedule-11-life-income-funds-new-lifs
https://www.fsrao.ca/schedule-1-life-income-funds-old-lifs
https://www.fsrao.ca/2015-life-income-fund-lif-and-locked-retirement-income-fund-lrif-maximum-annual-income-payment-amount-table
https://www.fsrao.ca/schedule-2-locked-retirement-funds-lrifs
https://www.fsrao.ca/faqs-rules-ontario-locked-accounts
https://www.fsrao.ca/changes-rules-ontario-locked-accounts-o-reg-23909
https://www.fsrao.ca/media/16026/download
https://www.fsrao.ca/pension-unlocking-non-hardship
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FAQs on Rules for Ontario Locked-In Accounts
Last Updated:   December 31, 2010

 

On July 27, 2007, significant changes to the rules that govern locked-in accounts in Ontario
were enacted under Ontario Regulation 416/07, which is made under the Pension Benefits Act
(PBA).  This was followed by additional changes under Ontario Regulation 239/09 in June 2009,
which has further altered the rules for Ontario locked-in accounts.  

 

The following frequently asked questions (FAQs) provide answers to some of the questions that
have arisen as a result of these changes, and consolidate and update all previous FAQs that
were posted since July 2007.  The notation after each answer provides the date that each FAQ
was posted.  In the future, each new or amended FAQ will have its own notation.

Locked-in Accounts Include:
Old Life Income Funds (refer to LIFs that are governed by Schedule 1 of R.R.O. 1990,
Regulation 909  );
Locked-In Retirement Income Funds;
New Life Income Funds (refer to LIFs that are governed by Schedule 1.1 of R.R.O. 1990,
Regulation 909  ); and
Locked-In Retirement Accounts.

FAQs are Grouped Under the Following Sections:
Old Life Income Funds (Old LIFs)
Locked-In Retirement Income Funds (LRIFs)
New Life Income Funds (New LIFs)
Locked-In Retirement Accounts (LIRAs)
Information for Financial Institutions
Option to Transfer Money from a Locked-in Account to an Unlocked Vehicle
Unlocking a Locked-in Account if you are a Non-Resident of Canada
Effects of Changes on Other Unlocking Applications

Summary of the Most Significant Changes

 

http://www.e-laws.gov.on.ca/html/regs/english/elaws_regs_900909_e.htm
http://www.e-laws.gov.on.ca/html/regs/english/elaws_regs_900909_e.htm


The list below summarizes the most significant changes to the locked-in rules that have come
into effect since July 2007.

On January 1, 2008, the New LIF was introduced.  Owners of New LIFs are able to receive
more flexible payments from the fund and have a time-limited opportunity to withdraw or
transfer to an unlocked account a percentage of the funds that were transferred into the New
LIF.

As of January 1, 2008, money in a locked-in account may be transferred directly to an
unlocked account upon the death of its owner, or if the owner is over the age of 55 and only
has a small amount of money in his or her account.

As of January 1, 2008, owners of locked-in accounts who are non-residents of Canada —as
determined by the Canada Revenue Agency for the purpose of the federal Income Tax Act —
may apply to unlock and withdraw the money in their accounts two years after they have
departed from Canada.

After December 31, 2008, Old LIFs and LRIFs are no longer available for purchase.

Effective January 1, 2011, the rules for Old LIFs and LRIFs will be harmonized with the rules
for New LIFs.

Effective January 1, 2011, the rules that govern LIRAs will be consolidated into the new
Schedule 3 under R.R.O. 1990, Regulation 909.

Effective January 1, 2011 owners of Ontario Schedule 1 LIFs or LRIFs may withdraw or
transfer up to 50% of the money - January 1, 2011 to April 30, 2012.

Financial institutions are required to provide notice to their existing clients of all changes to
the rules that govern locked-in accounts. 

Note: These FAQs use “LIF formula” to refer to the maximum amount that can be paid from a
LIF or an LRIF in accordance with Schedule 1 or 1.1 (LIF) or Schedule 2 (LRIF).

How to Contact FSCO

 

If you have a question or require assistance, you can reach the Financial Services Commission of
Ontario’s contact centre by telephone at 1-800-668-0128  (call toll-free) or (416) 250-7250
(in Toronto), or by email at contactcentre@fsco.gov.on.ca.

https://www.fsrao.ca/contact-us
mailto:contactcentre@fsrao.ca
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FAQs on Old Life Income Funds (LIFs)
 

Q1. I own an Old LIF. How will the changes to the rules for locked-in accounts affect
me?

 

A1. As a result of the changes to the rules that govern locked-in accounts:

As of January 1, 2009, you cannot transfer any money into your Old LIF from any other
sources. 
You can keep your Old LIF past age 80 and are no longer required to purchase a life annuity
with the funds from your Old LIF. 
You can keep your Old LIF, but effective January 1, 2011 the rules for Old LIFs will be
harmonized with those that govern New LIFs.
As of January 1, 2011, the maximum amount of income paid each year from your Old LIF will
be the greater of the amount you would have received under the formula in Schedule 1 under
Regulation 909, or the investment earnings from the previous year.
From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to withdraw or
transfer up to 50 per cent of the money in your Old LIF to a Registered Retirement Savings
Plan (RRSP) or a Registered Retirement Income Fund (RRIF) using Form 5.3.  - 12/2010

 

Q2. Can I still buy an annuity with the funds from my Old LIF?

 

A2. Yes, you can buy an annuity with the funds from your Old LIF at any age. - 07/2007  

 

 

Q3. How do I calculate the maximum amount I can be paid from my Old LIF each
year?

 

A3. For 2010, the maximum income payment is still based on the LIF formula in the regulations
(LIF formula). This LIF formula takes into account the amount in your account as of January 1st
multiplied by a percentage that changes each year based on your age.  The percentage for each
age can be found in a table that FSCO publishes in December of each year.  Starting in 2011,
your maximum income payment will be the greater of the amount earned under the LIF formula,
or your Old LIF’s investment earnings from the previous year.  -05/2010  

 



 

Q4. What are my options if I want to transfer money out of my Old LIF?

 

A4. You can transfer money from an Old LIF to a New LIF, or to an insurance company to
purchase a life annuity.  Effective January 1, 2011 you can withdraw or transfer up to 50% of
the money in an Old LIF - January 1, 2011 to April 30, 2012.   - 12/2010  

 

 

Q5. I want to use the money in my Old LIF to purchase a New LIF. How will my income
payments from the Old LIF and New LIF be affected when I make the purchase?

 

A5. Transferring money from your Old LIF to a New LIF does not affect the maximum amount of
income that could be paid from the Old LIF during the year of transfer.  To ensure that you
receive the maximum income payment possible for that year, you should arrange to receive all
payments that you are entitled to get from the Old LIF, before you make the transfer.

After you purchase the New LIF with the funds from your Old LIF, the amount of income you can
be paid from your New LIF for the rest of the year is set to zero. - 05/2010  

 

 

Q6. Can I transfer any money into my Old LIF?

 

A6. No.  You can no longer transfer money into an Old LIF, even if it comes from another Old
LIF. - 05/2010    

 

 

Q7. Can I withdraw or transfer any money from my Old LIF in addition to my annual
income payment?

 

A7. From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to apply to
withdraw or transfer up to 50 per cent of the money in your Old LIF to an RRSP or RRIF using
Form 5.3.  - 12/2010  

 

  



Q8. What happens if I own an Old LIF when I die?

 

A8. If you own an Old LIF when you die, your surviving spouse is entitled to the full amount of
money that is in your Old LIF.  This money may be paid out as an unlocked lump sum after your
death, or may be transferred to your spouse’s own RRSP or RRIF if the transfer is permitted by
the federal Income Tax Act.  

If you do not have a surviving spouse on the date of your death, or if your spouse has waived
his/her entitlement to the death benefit payment, your named beneficiary or estate (if there is
no named beneficiary) is entitled to receive the amount in your Old LIF. - 05/2010 

 

 

Q9. At what age can I apply to withdraw the money in my locked-in account because it
is a small amount?
 
A9.  You can apply to withdraw all the money in your locked-in account (LIRA, LIF or LRIF)
under the small amount category, on or after the day you become 55 years old.  The small
amount requirement means that the total value of all assets in all your Ontario locked-in
accounts must be less than 40 per cent of the Year's Maximum Pensionable Earnings (YMPE) for
that calendar year.  -03/2014 
 
 

Q10. Why are there only three columns in the 2016 Maximum Annual Income Payment
Amount Table for an Ontario Old LIF, New LIF or LRIF in FSCO Policy L200-415
(instead of the 4 columns in prior years)?
 
A10. The maximum annual payment percentage is based on the age attained during the year in
question.  FSCO has, therefore, made minor changes to the table to streamline the information
provided. -12/2015

 

 
Q11. Does the change in the Canada Revenue Agency minimum withdrawal amount
impact the maximum amount that can be withdrawn?
 
A11. No.  The Canada Revenue Agency's reduction of the minimum withdrawal amount has no
impact on the maximum withdrawal amounts.  The Pension Benefits Act provides the maximum
amount that may be withdrawn from the locked-in account.  Each year, FSCO publishes a policy
that includes a table of percentages that must be used to calculate the maximum annual income
amount that may be paid out from the locked-in account.  -12/2015

 

More information:



 

FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

   Want to view a link in a new window?
Right-click the link and select "open in new window"

https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions
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FAQs on Locked-in Retirement Income Funds (LRIFs)
 

Q1. I have an LRIF. What will happen to it as a result of the changes to the rules for
locked-in accounts?

 

A1. As a result of the changes to the rules that govern locked-in accounts:

 

As of January 1, 2009, you cannot transfer any money into your LRIF from any other source. 
After December 31, 2010, you will no longer be able to carry forward any unused maximum
income payment amounts to future years and add it to future maximum income payment
amounts. 
You can keep your LRIF, but effective January 1, 2011 the rules for LRIFs will be harmonized
with those that govern New LIFs.
As of January 1, 2011, the maximum amount of income paid each year from your LRIF will be
the greater of the amount you would have received under the formula in Schedule 2 under
Regulation 909, or the investment earnings from the previous year.
From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to withdraw or
transfer up to 50 per cent of the money in your LRIF to an RRSP or RRIF using Form
5.3.   -12/2010

 

Q2. How do I calculate the maximum amount I can be paid from my LRIF each year?

 

A2. For 2010, the maximum income payment is based on the LRIF’s investment earnings for the
previous year.  Starting in 2011, the maximum income payment will be the greater of the
amount earned under the LIF formula or your LRIF’s investment earnings for the previous year.

Starting in the 2011 fiscal year, you will no longer be able to carry forward any unused
maximum income payment amounts to future years’ maximum income payment
amounts.  -05/2010

 

 

Q3. What are my options if I want to transfer money from my LRIF?

 



A3. You can transfer the money that is in your LRIF to a New LIF, or to an insurance company to
purchase a life annuity.  Effective January 1, 2011 you can withdraw or transfer up to 50% of
the money in an LRIF - January 1. 2011 to April 30, 2012 . -12/2010

  

 

Q4. I want to use the money in my LRIF to purchase a New LIF. How will my income
payments from the LRIF and New LIF be affected when I make the purchase?

 

A4. Transferring money from your LRIF to a New LIF does not affect the maximum amount of
income that could be paid from the LRIF during the year of transfer.  To ensure that you receive
the maximum income payment possible for that year, you should arrange to receive all
payments that you are entitled to get from the LRIF, before you make the transfer.

 

After you purchase the New LIF with the funds from your LRIF, the amount of income you can be
paid from your New LIF for the rest of the year is set to zero. -05/2010

 

 

Q5. Can I transfer money into my LRIF?

 

A5. No. You can no longer transfer money into an LRIF, even if it comes from another LRIF. 
-05/2010  

 

 

Q6. Can I withdraw or transfer any money from my LRIF in addition to my annual
income payment?

 

A6. From January 1, 2011 to April 30, 2012, you will have a one-time opportunity to apply to
withdraw or transfer up to 50 per cent of the money in your LRIF to an RRSP or RRIF using Form
5.3. -12/2010  

 

 

Q7. What happens if I own an LRIF when I die?

 



A7. If you own an LRIF when you die, your surviving spouse is entitled to the full amount of
money that is in your LRIF.  This money may be paid out as an unlocked lump sum after your
death, or may be transferred to your spouse’s own RRSP or RRIF, where it is permitted by the
federal Income Tax Act. 

 

If you do not have a surviving spouse on the date of your death, or if your spouse has waived
his/her entitlement to the death benefit payment, your named beneficiary or estate (if there is
no named beneficiary) is entitled to receive the amount in your LRIF.  -05/2010 

 

 

Q8. At what age can I apply to withdraw the money in my locked-in account because it
is a small amount?
 
A8.  You can apply to withdraw all the money in your locked-in account (LIRA, LIF or LRIF)
under the small amount category, on or after the day you become 55 years old.  The small
amount requirement means that the total value of all assets in all your Ontario locked-in
accounts must be less than 40 per cent of the Year's Maximum Pensionable Earnings (YMPE) for
that calendar year.  -03/2014 
 
 
Q9. Why are there only three columns in the 2016 Maximum Annual Income Payment
Amount Table for an Ontario Old LIF, New LIF or LRIF in FSCO Policy L200-415
(instead of the 4 columns in prior years)?
 
A9. The maximum annual payment percentage is based on the age attained during the year in
question.  FSCO has, therefore, made minor changes to the table to streamline the information
provided. -12/2015
 
 

Q10. Does the change in the Canada Revenue Agency minimum withdrawal amount
impact the maximum amount that can be withdrawn?
 
A10. No.  The Canada Revenue Agency's reduction of the minimum withdrawal amount has no
impact on the maximum withdrawal amounts.  The Pension Benefits Act provides the maximum
amount that may be withdrawn from the locked-in account.  Each year, FSCO publishes a policy
that includes a table of percentages that must be used to calculate the maximum annual income
amount that may be paid out from the locked-in account.  -12/2015

 

More information:

 

FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions
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FAQs on New Life Income Funds (LIFs)
This page provides frequently asked questions that relate to new LIFs.

 

General Information on New LIFs
Unlocking, Withdrawals and Transfers from New LIFs
Additional 25 Per Cent Withdrawals or Transfers from New LIFs
Transitional Information for Transfers to New LIFs between December 2009 and January 2010

General Information on New LIFs

 

Q1. Who may purchase a New LIF?

 

A1. You may purchase a New LIF in the following three situations:

 

1. If you are the owner of an Old LIF, LRIF or LIRA, you may transfer the funds from this
account into a New LIF.  

2. If your employment ended and either your plan allows you to move the funds from your
pension plan into a locked-in account, or the PBA permits you to move the funds from your
pension plan into a locked-in account in certain circumstances (such as a plan wind up).

3. If you are the former spouse of a pension plan member who is entitled to transfer these
funds, you may transfer the commuted value of the pension funds into a New
LIF.     -05/2010

 

Q2. What are the most significant features of the New LIF?

 

A2.  

1. The ability to keep the New LIF past age 80. If you choose to receive the maximum income
payment each year, the money in your New LIF will be used up by age 90.  However, if any
money remains in the New LIF at age 90, you may keep it and continue to withdraw income
from it in the future.

2.  A higher income payment. The maximum annual income payment will be the greater of the
amount you could be paid under the LIF formula and the New LIF’s investment earnings from
the previous year.

3. The ability to withdraw or transfer money from the New LIF.  As of January 1, 2010, you can
withdraw or transfer to an RRSP or RRIF up to 50 per cent of any amount that you
transferred into the New LIF after December 31, 2009, if you apply to do so within 60 days of



the transfer.   (Before January 1, 2010, the maximum amount that could be withdrawn or
transferred was 25 per cent of the amount that you transferred into the New LIF, if you
applied to do so within 60 days of the transfer.) 

4. The ability to withdraw or transfer an additional 25 per cent before December 31, 2010.  You
may apply to withdraw or transfer an additional 25 per cent of the total amount of money
that was transferred into your New LIF before January 1, 2010.  To qualify for this
withdrawal, you must submit your application before December 31, 2010.              - 05/2010

 

Q3. If I purchase a New LIF with money from a locked-in account (Old LIF, LRIF or
LIRA), does my spouse need to consent to the purchase, if he/she already provided
consent when the original locked-in account was purchased?

 

A3. Yes, you must get your spouse’s consent. This rule applies any time you move money from
one type of locked-in account (e.g., Old LIF, LRIF or LIRA) to another (e.g., New LIF).  The only
exception is if you move your money into the same type of locked-in account (e.g., you use
money from a New LIF to purchase another New LIF).   -05/2010

 

 

Q4. How is the maximum annual income payment calculated in the first year of a New
LIF, taking into account the ability to withdraw or transfer up to 50 per cent of the
funds?

 

A4. The maximum annual income payment for the first year is based on the amount of money
you have in the New LIF at the start of the New LIF’s fiscal year, regardless of any subsequent
withdrawals.

Example: a New LIF was purchased with $100,000 that was transferred from a LIRA on the date
of purchase. Fifty days later, the owner withdraws 50 per cent of the funds, which leaves
$50,000 in the New LIF. Based on this example, the maximum annual income payment would be
based on $100,000, as the fiscal year begins on the date money was transferred into the New
LIF.  However, it is important to note that if the money to purchase the New LIF came from an
Old LIF, LRIF or another New LIF, the maximum annual income payment amount for the New LIF
for that fiscal year would be zero. -05/2010

 

 

Q5. Does the New LIF allow me to carry forward any unused portion of the maximum
annual income payment for future years (similar to what has been allowed under the
LRIF)? 

 



A5. No, the New LIF does not have a carry forward feature.  -07/2007

 

 

Q6. What are my options if I want to transfer money out of my New LIF?

 

A6. You may transfer money to another New LIF or use the money to purchase an annuity. Note
that you cannot transfer money from a New LIF to a LIRA.  -07/2007

 

 

Q7. My retirement savings are currently in a locked-in account in the form of non-
redeemable GICs that will not mature for a few years. Can I transfer this money to a
New LIF in its GIC form?

 

A7. Under Ontario’s pension laws, you are entitled to transfer money out of your locked-in
account to another locked-in account (including a New LIF) without having to cash it in. 
However, you can only make this transfer if an "in-kind" transfer is allowed under the terms of
your contract with your financial institution. You should check with your financial institution to
find out what issues might arise.  -07/2007

 

 

Q8. What is the date that my New LIF is established? Is it the date I signed the
application, the date the financial institution deposits the money, or some other date?

 

A8. The New LIF is established on the date the financial institution accepts the application, as
determined by the financial institution. This could be the same date that you signed the
application, and it could precede the date on which money is actually transferred into the New
LIF.  -07/2007

 

 

Q9. Can an Old LIF simply be converted into a New LIF?

 

A9. No. The New LIF is a completely different type of locked-in account than an Old LIF, in the
same way that an LRIF is a different type of locked-in account than a LIF. If an owner of an Old



LIF wants a New LIF, he/she must purchase a New LIF by transferring money from the Old LIF
into a New LIF.  The Old LIF cannot simply be converted into a New LIF.

 

However, on January 1, 2011, the rules for Old LIFs, LRIFs and New LIFs will become
harmonized.  All three funds are essentially similar, except that owners of Old LIFs and LRIFs will
have a one-time opportunity to withdraw or transfer up to 50 per cent of the money in their
account.  The rules for determining the maximum annual income payment from Old LIFs, LRIFs
and New LIFs will be identical.  The maximum income payment for all three funds will be the
greater of the amount calculated under the LIF formula, or the fund’s investment earnings from
the previous year. - 09/2010

 

 

Q10. I want to transfer money from a New LIF to another New LIF. When must the
financial institution transfer the money?

 

A10. The financial institution that administers a New LIF must agree to transfer money to
another New LIF within 30 days of the date you made the application. Note that this does not
apply to a transfer of assets that are held as securities and whose term of investment extends
beyond the 30 day period. In that situation, you should discuss the transfer with your financial
institution.  -07/2007

 

 

Q11. If I transfer money into a New LIF after January 1, 2011, will I be able to
withdraw or transfer up to 50 per cent of the amount that was transferred into the
fund?
 
A11. It depends on where the money came from. The withdrawal or transfer option is not open
to you if the money was transferred from an Old LIF, LRIF or another New LIF. If the money was
transferred from a LIRA or a registered pension plan, you may apply to withdraw or transfer up
to 50 per cent of the money that was transferred into the New LIF.
 
 
Q12. If I transfer money from an Old LIF or LRIF to a New LIF after January 1, 2011,
will I still be paid an annual amount?
 
A12. Yes. During the year, you must be paid at least a minimum amount as income from the Old
LIF or LRIF. When transferring money from an Old LIF or LRIF to a New LIF, you should ensure
that you have been paid at least the minimum income amount from the Old LIF or LRIF before
the transfer, or leave sufficient assets in the Old LIF or LRIF to be paid at least the minimum
income amount from it that year. The income amount payable to you from the Old LIF or LRIF is
not affected by the fact that you can no longer apply to withdraw or transfer up to 50% of the
money that was transferred into the New LIF.
 



 
Q13. Between January 1, 2011 and April 30, 2012, owners of Old LIFs or LRIFs may
apply to withdraw or transfer up to 50 per cent of the total market value of the assets
in the fund. How is this amount determined?
 
A13. The total market value of the assets in the fund is based on the amount that is stated in
the owner’s most recent statement that was issued by the financial institution at the time of the
application. The statement must be dated within one year of the date that the application is
made.
 
 

Q14. What happens if I own a New LIF when I die?

 

A14. If you own a New LIF when you die, your surviving spouse is entitled to the full amount of
money that is in your New LIF.  This money may be paid out as an unlocked lump sum after
your death, or may be transferred to your spouse’s own RRSP or RRIF, where it is permitted by
the federal Income Tax Act.  If you do not have a surviving spouse, or if your spouse has waived
his/her entitlement to the death benefit payment on the date of your death, your named
beneficiary or estate (if there is no named beneficiary) is entitled to receive the amount in your
New LIF.  - 05/2010

 

 

Q15. Will FSCO continue to publish a table that sets out the maximum annual income
payment schedule?

 

A. 15. Yes. FSCO publishes a table of the maximum annual income payment percentages for
different ages in December of each year.  The maximum annual income amount that may be
paid from a New LIF is the greater of the amount earned under the LIF formula and the New
LIF’s investment earnings from the previous year.  The LIF formula takes into account the
amount in your account as of the start of the New LIF’s fiscal year, multiplied by a percentage
that changes each year based on your age. - 05/2010

 

 

Q16. At what age can I apply to withdraw the money in my locked-in account because
it is a small amount?
 
A16.  You can apply to withdraw all the money in your locked-in account (LIRA, LIF or LRIF)
under the small amount category, on or after the day you become 55 years old.  The small
amount requirement means that the total value of all assets in all your Ontario locked-in
accounts must be less than 40 per cent of the Year's Maximum Pensionable Earnings (YMPE) for
that calendar year.  -03/2014
 

http://www.fsco.gov.on.ca/en/pensions/lockedin/Pages/default.aspx#YMPE


Q17. Why are there only three columns in the 2016 Maximum Annual Income Payment
Amount Table for an Ontario Old LIF, New LIF or LRIF in FSCO Policy L200-415
(instead of the 4 columns in prior years)?

A17. The maximum annual payment percentage is based on the age attained during the year in
question.  FSCO has, therefore, made minor changes to the table to streamline the information
provided. -12/2015

Q18. Does the change in the Canada Revenue Agency minimum withdrawal amount
impact the maximum amount that can be withdrawn?

A18. No.  The Canada Revenue Agency's reduction of the minimum withdrawal amount has no
impact on the maximum withdrawal amounts.  The Pension Benefits Act provides the maximum
amount that may be withdrawn from the locked-in account.  Each year, FSCO publishes a policy
that includes a table of percentages that must be used to calculate the maximum annual income
amount that may be paid out from the locked-in account.  -12/2015

More information:

FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts
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Right-click the link and select "open in new window" 
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Unlocking, Withdrawals and Transfers from New Life Income Funds (LIFs)
This page provides frequently asked questions that relate to the unlocking, withdrawal and
transfer from new LIFs.

 

Q1. How does the unlocking, withdrawal and transfer from the New LIF work?

 

A1. The owner of a New LIF has a time-limited option to withdraw in cash or transfer to an RRSP
or RRIF a percentage of any money that is transferred into the New LIF. (This option will be
referred to below as a “withdrawal or transfer”.  See the next question for the percentage that
may be withdrawn).  The money that is transferred to the New LIF may be from an Old LIF, LRIF,
LIRA, or a Registered Pension Plan (RPP).  Fund transfers from another New LIF are not entitled
to the unlocking, withdrawal or transfer option, unless the funds are transferred from the other
New LIF due to a relationship breakdown between two spouses.

 

If money was transferred from an Old LIF or LRIF before January 1, 2011, the New LIF owner
can withdraw or transfer an amount up to the prescribed percentage.  However, no money can
be withdrawn or transferred from the New LIF in relation to transfers from an Old LIF or LRIF
that are made after December 31, 2010.

For transfers from a LIRA or RPP, the owner can withdraw or transfer an amount up to the
prescribed percentage after every transfer.

 

However, if assets are transferred from one New LIF to another New LIF, or from an annuity to a
New LIF, no money can be withdrawn or transferred from the New LIF that receives the money. -
05/10

 

 

Q2. If money was transferred into my New LIF, what percentage of the money may be
withdrawn or transferred?

 

A2. Before January 1, 2010, the amount that could have been withdrawn or transferred was 25
per cent of the “total market value of the assets” that were transferred into the New LIF. 
Effective January 1, 2010, this limit was changed to 50 per cent of the “total market value of the
assets” that were transferred into the New LIF.



 

Note: the questions and answers below use the 50 per cent limit unless noted otherwise. -
05/10

 

 

Q3. How is the "total market value of the assets" for the 50 per cent withdrawal or
transfer determined?  

 

A3. The “total market value of the assets” transferred into the New LIF is determined on the
date the money was transferred into the New LIF.  That date should be available from your
financial institution.  Any increase or decrease in the value of the New LIF after the transfer is
not taken into account.

 

Example: You transferred a sum of money into your New LIF on January 9, 2010 and then
applied to withdraw 50 per cent of the funds on February 1, 2010.  In this example, the 50 per
cent is based on the amount that was transferred into your New LIF on January 9, 2010. - 05/10

 

 

Q4. Is there an age restriction on who can apply for a withdrawal or transfer from the
New LIF?

 

A4. No. However, a person’s age does play a role in determining the earliest date on which that
person could purchase a New LIF. An individual may purchase a New LIF at any time during the
calendar year that precedes the year in which he/she would have been entitled to start receiving
pension payments from the pension plan from which the money used to purchase the New LIF
originated.

 

Example: if your pension plan starts providing pension payments at age 55, you could purchase
a New LIF at any time during the year that you turn 54. - 05/10

 

 

Q5. Can a person who owns a New LIF and is under 55 years of age apply for a
withdrawal or transfer to an RRSP of up to 50 per cent of the money (i.e., the total
market value of the assets) transferred into the New LIF?  
 



A5. Yes, as long as he or she makes the application within 60 days from the date the money
was transferred into the New LIF from a registered pension plan or LIRA (or from the LIF or LRIF
of a spouse or former spouse if the money was transferred under the terms of a Family Law Act
order, family arbitration award or a domestic contract). However, there is an age-related
restriction relating to the earliest date that an individual can purchase a New LIF. (For more
information on this age restriction, please refer to the section on age restriction in FSCO's Policy
on New LIFs). -02/13

Q6. What is the deadline for applying for a 50 per cent withdrawal or transfer from a
New LIF? How and where do I apply?

A6. You must apply to the financial institution that administers the New LIF into which the
money was transferred, within 60 days from the date the money was transferred. The
application must be made using FSCO pension Form 5.2, but it must be submitted to your
financial institution (not to FSCO).  - 05/10

Q7. What happens if I do not submit the 50 per cent withdrawal or transfer application
within the required 60 days? Do I get another opportunity to submit the application?

A7. No.  If you do not submit an application to withdraw or transfer 50 per cent of your money
in a New LIF within the required 60 days, you will not have another opportunity to take
advantage of this provision in relation to that transfer.  - 05/10 

Q8. What is the time limit for a 50 per cent withdrawal or transfer application?

A8. Every time money is transferred into a New LIF from a pension plan, LIRA, Old LIF or LRIF
(but not from an annuity or another New LIF), you have 60 days to apply for a withdrawal or
transfer of up to 50 per cent of the amount that was transferred into the New LIF. The 60 days
begins on the date the money is transferred into the New LIF, not the date the New LIF was
opened.  If you are not sure about this date, please check with your financial institution.  Your
financial institution is required to make the payment or transfer to you within 30 days of
receiving your completed application form and accompanying documents.  - 05/10 
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Q9. Is the 50 per cent withdrawal or transfer from the New LIF in addition to the
maximum amount that I can receive as income for the year?

 

A9. Yes. The 50 per cent withdrawal or transfer amount is in addition to the maximum amount
that can be paid from the New LIF as income. The annual maximum and minimum income
payment from a New LIF always relates to the balance of the New LIF at the beginning of its
fiscal year.  - 05/10 

 

 

Q10. Does the 50 per cent withdrawal or transfer require any changes to the
provisions of pension plans?

 

A10. No, the 50 per cent withdrawal or transfer under the New LIF does not require any pension
plan changes. To apply for the 50 per cent withdrawal or transfer, you are required to submit an
application to the financial institution that holds the New LIF — not the pension plan from which
the money originated.  - 05/10 

 

 

Q11. Can the 50 per cent withdrawal or transfer be made from the existing locked-in
account (e.g., LIRA, Old LIF, LRIF) prior to the transfer to the New LIF?

 

A11. No. The 50 per cent withdrawal or transfer must come from the New LIF after the money
has been transferred into it.  - 05/10 

 

 

Q12. If an individual has already purchased a life annuity with locked-in money, is it
possible to switch back to a New LIF to take advantage of the 50 per cent withdrawal
or transfer?

 

A12. It may be possible to convert the unexpired part of a guaranteed life annuity and purchase
a New LIF with the proceeds.  However, the 50 per cent withdrawal or transfer option would not
apply to the transferred money, as it only applies to money that is transferred into a New LIF
directly from a pension plan, LIRA, Old LIF or LRIF — not to money that is transferred from an
annuity or another New LIF.  - 05/10 

 



 

Q13. I own a New LIF with Company A. If I transfer all the money from the New LIF to
another New LIF with Company B, can I apply to withdraw or transfer up to 50 per
cent of the amount that was transferred into the New LIF with Company B?

 

A13. No. You cannot apply for a 50 per cent withdrawal or transfer for money that is transferred
from one New LIF to another New LIF, unless the transfer was made under the terms of an order
under the Family Law Act, a family arbitration award, or a domestic contract as defined in Part
IV of that Act.  - 05/10 

 

 

Q14. I transferred $100,000 from a LIRA into a New LIF on January 2, 2010.  By the
time I applied for the 50 per cent withdrawal or transfer, the value of the New LIF
decreased to $90,000. Which amount do I use to determine the withdrawal or
transfer?

 

A14. The market value of the LIRA on the date that you transferred the money into the New LIF
determines the amount that can be withdrawn or transferred. In this case, you can withdraw or
transfer 50 per cent of $100,000, which equals $50,000.  - 05/10   

More information:
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Additional 25 per cent Withdrawals or Transfers from New Life Income Funds (LIFs)
This page provides frequently asked questions that relate to additional 25 per cent withdrawals
or transfers from new LIFs.

 

 

Q1. Who is allowed to apply for an additional 25 per cent withdrawal or transfer from
a New LIF and what are the circumstances?

 

A1. To apply for an additional 25 per cent withdrawal or transfer from a New LIF, you must have
transferred money into your New LIF on or before December 31, 2009.  The additional
withdrawal or transfer is based on 25 per cent of the total market value of all assets that were
transferred into the New LIF on or before December 31, 2009.  In addition, the application must
be submitted between January 1 and December 31, 2010.  - 05/10   

 

 

Q2. How do I apply to withdraw or transfer an additional 25 per cent from my New
LIF?

 

A2. To apply, you must complete FSCO pension Form 5.1.1 and submit it to the financial
institution that holds your New LIF.  Please do not send the application to FSCO.  - 05/10  

 

 

Q3. How do I determine the "total market value of all assets" for the additional 25 per
cent withdrawal or transfer?

 

A3. The “total market value of all assets transferred into the fund on or before December 31,
2009” is based on the date the money was transferred into the New LIF.  To determine that
date, contact your financial institution.  Note that any increase or decrease in the value of the
New LIF after the transfer was made will not be taken into account.

Example: If you transferred $100,000 into a New LIF in 2009 and then applied for an additional
25 per cent withdrawal in January 2010, the 25 per cent is based on $100,000.  - 05/10  



 

 

Q4. I bought a New LIF in 2009, but missed the chance to withdraw or transfer 25 per
cent of the money that was transferred into it.  When I apply for the additional 25 per
cent withdrawal or transfer in 2010, can I also apply for the first 25 per cent?

 

A4. No.  You cannot also apply for the first 25 per cent withdrawal or transfer, since that
application must have been submitted within 60 days of the transfer.  That time period cannot
be extended.  - 05/10   

 

 

Q5. I transferred money into a New LIF in 2009 and withdrew 25 per cent of the
funds. Since my spouse consented to that withdrawal, does he/she also need to
consent to the additional 25 per cent withdrawal or transfer?

 

A5. Yes, your spouse must consent to your application to withdraw or transfer an additional 25
per cent of the funds from your New LIF.  - 05/10   

 

 

Q6. I transferred $40,000 into a New LIF with Company A in July 2009, and then
withdrew $10,000 (25 per cent of the funds) in September 2009. In January 2010, I
transferred $30,000 (the full amount of the funds from the New LIF) to a New LIF
with Company B. Can I apply to withdraw or transfer an additional 25 per cent from
the New LIF with Company B in 2010?

 

A6. No. The amount you can withdraw or transfer is based on the total of all amounts that were
transferred into the New LIF with Company B before 2010. In this example you did not transfer
any money into the New LIF with Company B before January 1, 2010. If you wanted to withdraw
or transfer an additional 25 per cent, you should have applied for a withdrawal or transfer from
the New LIF with Company A before the money was transferred to the New LIF with Company
B. - 05/10 

More information:
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Transitional Information for Transfers to New Life Income Funds (LIFs) between
December 2009 and January 2010

These FAQs address some of the questions that arose from transactions in late 2009 and early
2010 as a result of the changes that came into effect on January 1, 2010.

Q1. I want to transfer money to a New LIF and then apply to withdraw or transfer a
percentage of the funds in my New LIF.  What determines whether I can apply for 25
or 50 per cent?

A1. The key date is the date the money was transferred into your New LIF.   If money
was transferred into your New LIF before January 1, 2010, you had 60 days from the date of
the transfer to apply to withdraw or transfer up to 25 per cent of the funds that were transferred
into the New LIF.  Once the 60 day period expired, you could not apply for that original 25 per
cent withdrawal or transfer.  However, you can still apply to withdraw up to an additional 25 per
cent of the funds in your New LIF.  To apply, you need to complete FSCO pension Form 5.1.1 and
submit it to the financial institution that holds your New LIF no later than December 31, 2010.

If money was transferred into your New LIF after December 31, 2009, you can apply to
withdraw or transfer up to 50 per cent of the funds that were transferred into the New LIF.  To
apply, you need to complete FSCO pension Form 5.2 and submit it to the financial institution
that holds your New LIF within 60 days of the date the money was transferred into your New
LIF.

If you are not sure of the date that your money was transferred into your New LIF, check with
your financial institution. - 05/10 

Q2. I transferred $50,000 into a New LIF on December 20, 2009. I applied for and
obtained a withdrawal of 25 per cent of the funds ($12,500) on December 22, 2009. 
In 2010, what application can I make and for how much?

A2. You can apply to withdraw or transfer up to an additional 25 per cent of the total amount
that was transferred into your New LIF prior to January 1, 2010. Therefore, you may apply to
withdraw or transfer $12,500 (25 per cent of $50,000). Any increase in the value of the New LIF
is not taken into account for the purpose of this application.

https://www.fsrao.ca/industry/pensions/pensions-all-forms
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To apply, you need to complete FSCO pension Form 5.1.1 and submit it to the financial
institution that holds your New LIF no later than December 31, 2010.  - 05/10 

 

 

Q3. I transferred $50,000 into a New LIF on December 20, 2009. I did not apply for a
withdrawal or transfer by the end of 2009.  In 2010, what applications can I make and
for how much?

 

A3. Since the money was transferred into your New LIF prior to January 1, 2010, you had the
opportunity to make two separate applications.

 

For the first 25 per cent, you could have applied to withdraw or transfer up to 25 per cent of the
money that was transferred into your New LIF on December 20, 2009.  However, since the 60
day application period expired on February 18, 2010, you can no longer apply for the first 25 per
cent withdrawal or transfer.

 

You can still apply to withdraw or transfer up to an additional 25 per cent of the money that was
transferred into your New LIF on December 20, 2009.  This 25 per cent is based on the amount
that was transferred into your New LIF prior to January 1, 2010 ($50,000 x 25 per cent =
$12,500). Any increase in the value of the New LIF is not taken into account for the purposes of
this application. To apply, you need to complete FSCO pension Form 5.1.1 and submit it to the
financial institution that holds your New LIF no later than December 31, 2010.  - 05/10

 

 

Q4. I arranged to open a New LIF in December 2009 and $50,000 was transferred into
it on January 5, 2010. I want to apply for a withdrawal or transfer in 2010.  What
application can I make and for how much?

 

A4. You can apply to withdraw or transfer up to 50 per cent of the amount that was transferred
into your New LIF on January 5, 2010. Therefore, you may apply to withdraw or transfer
$25,000 (50 per cent of $50,000). Any increase in the value of the New LIF is not taken into
account for the purpose of this application.  To apply, you need to complete FSCO pension Form
5.2 and submit it to the financial institution that holds your New LIF within 60 days of the date
the money was transferred into your New LIF (no later than 60 days from January 5, 2010). 
Once the 60 day period expires, you cannot apply to withdraw or transfer any money from your
New LIF. - 05/10  

https://www.fsrao.ca/industry/pensions/pensions-all-forms
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Q5. I transferred $100,000 into a New LIF with Company A in March 2008 and
withdrew 25 per cent of the money ($25,000) on April 1, 2008. From April 1, 2008 to
September 1, 2009, the New LIF increased in value to $80,000. On September 1, 2009,
I transferred all the funds in the New LIF with Company A ($80,000) to another New
LIF with Company B. Starting in January 2010, can I apply for an additional 25 per
cent withdrawal or transfer from the New LIF with Company B? Which form should I
use, what is the deadline for my application, and what amount is the 25 per cent
based on?

 

A5. You may apply to withdraw or transfer up to an additional 25 per cent from the New LIF
with Company B. The 25 per cent is based on the total amount that was transferred into the
New LIF with Company B before 2010, and includes any amount that was transferred from
another New LIF. In this example, the total amount that was transferred into the New LIF with
Company B before January 1, 2010 was $80,000.  Therefore, you can withdraw or transfer up to
$20,000 (25 per cent of $80,000).  To apply, you need to complete FSCO pension Form 5.1.1
and submit it to the financial institution that holds your New LIF no later than December 31,
2010.   - 05/10 

 

 

Q6. I transferred $40,000 into a New LIF with Company A in July 2009 and withdrew
$10,000 (25 per cent of the money) in September 2009. In January 2010, I
transferred $30,000 (the remaining money in the New LIF) to a different New LIF with
Company B. In 2010, can I apply to withdraw or transfer an additional 25 per cent
from the New LIF with Company B?

 

A6. No. The amount you can withdraw or transfer is based on the total of all amounts that were
transferred into the New LIF with Company B before 2010. Since you did not transfer any
money into the New LIF with Company B before January 1, 2010, you cannot withdraw or
transfer an additional 25 per cent of the funds.  If you wanted to withdraw or transfer an
additional 25 per cent, you should have applied for a withdrawal or transfer from the New LIF
with Company A before the money was transferred to the New LIF with Company B.   -05/10 

More information:
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FAQs on Locked-in Retirement Accounts (LIRAs)
This page provides information relating to LIRAs.  

 

Q1. Have the rules that govern LIRAs changed?  Where can I find the LIRA rules?

 

A1. The rules that govern LIRAs have not yet changed.  However, effective January 1, 2011, all
the LIRA-related provisions in R.R.O. 1990, Regulation 909 will be consolidated into a new
Schedule 3, which is similar to the schedules for LIFs and LRIFs.  - 05/10 

 

 
Q2. What is the earliest age on which payments from a life annuity purchased from a
LIRA can begin?
 
A2. The earliest age that an individual can purchase a LIF or LRIF is generally 55 but could be
earlier depending upon the age at which members may receive a benefit under the terms of the
pension plan from which the money originated. Payments from a LIF or a LRIF must begin no
later than the end of the second fiscal year of the LIF or LRIF. Accordingly, the money in the
LIRA can be transferred to the LIF or LRIF at age 54 or earlier if the plan so provides. -06/05

 

Q3. If money in a LIRA is used to purchase a LIF or LRIF, what are the earliest and
latest dates that money can be transferred?

 

A3. The earliest age that an individual can purchase a LIF or LRIF is generally 55 but could be
earlier depending upon the age at which members may receive a benefit under the terms of the
pension plan from which the money originated.  Payments from a LIF or a LRIF must begin no
later than the end of the second fiscal year of the LIF or LRIF.  Accordingly, the money in the
LIRA can be transferred to the LIF or LRIF at age 54 or earlier if the plan so provides.  -06/05

 
Q4. Can funds in an Ontario LIRA be transferred to a RRIF?
 
A4. No. The proceeds from an Ontario LIRA must be used to provide either a life annuity, a LIF
or a LRIF so that the owner will receive regular payments when his or her earnings have
stopped. Since one can outlive a RRIF, transferring the money in a LIRA to a RRIF would not
achieve this objective. -06/05
 
 



Q5. Can money in an Ontario LIRA be transferred or combined with locked-in money
from another jurisdiction?
 
A5. Because some of Ontario's statutory requirements differ from those of other Canadian
pension jurisdictions, the contract for an Ontario LIRA will likely differ from the contract for a
LIRA of another jurisdiction. Consequently, locked-in money that is required to be administered
in accordance with the Ontario PBA may not be transferred to or combined with a locked-in
account of another pension jurisdiction. -06/05
 
 
Q6. Does the holding of an investment which is not redeemable before maturity
restrict the date on which the owner of a LIRA may purchase a life annuity, LIF or
LRIF with the money in the LIRA?
 
A 6. Owners of LIRAs may purchase an annuity, LIF or LRIF before the expiry of the term of an
investment at the discretion of the financial institution. Owners making investment decisions
should be mindful that the Canada Revenue Agency requires that by age 71, all RRSPs including
LIRAs, must be used to purchase a life annuity, LIF or LRIF  -06/05
  
 
Q7. Can money in a LIRA be released to fund the purchase of a home under the federal
government

 

A7. No. In Ontario, money in LIRAs cannot be loaned to buy a house to take advantage of the
federal Home Buyers' Plan. -06/05 

More information:
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FAQs for Financial Institutions
This page provides financial institutions with information relating to Old Life Income Funds (Old
LIFs), new Life Income Funds (New LIFs) and Locked In Retirement Income Funds (LRIFs).

 

Old LIFs and New LIFs - Q1-Q12 
LRIFs - Q13-Q14

 

 

Old LIFs and New LIFs

 

Q1. What information are financial institutions required to disclose to their Old LIF
clients?

 

A1. Financial institutions were required to inform their Old LIF clients of the following on or
before September 30, 2010:

After December 31, 2010, Old LIF owners can no longer transfer money from an Old LIF to a
LIRA.
Between January 1, 2011 and April 30, 2012, owners of Old LIFs can make a one-time
application to withdraw or transfer up to 50 per cent of the total market value of the assets
they have in their Old LIFs.  Applications for this withdrawal or transfer will not be accepted
after April 30, 2012.
On or after January 1, 2011, the maximum amount that may be paid from the Old LIF as
income each year will be the greater of the amount under the LIF formula or the fund’s
investment earnings for the previous year.

Financial institutions are also required to include in their annual statements to their clients the
amounts of any withdrawals that were taken out of the Old LIF in the previous year. - 05/10 

 

 

Q2. Between January 1, 2011 and April 30, 2012, owners of Old LIFs may apply to
withdraw or transfer up to 50 per cent of the total market value of the assets in the
fund.  How do we determine this amount?

 



A2. The total market value of the assets in the Old LIF is based on the amount in the most
recent statement that was issued by the financial institution when the application was made. 
The statement must be dated within one year of the date the application was made.  - 05/10  

 

 

Q3. A client applied for withdrawal of an additional 25 per cent from his New LIF in
January 2010 using FSCO pension Form 5.1.1. Section 8.1(1) under Schedule 1.1
under Regulation 909 provides that the 25 per cent is based on “the total market
value of all assets transferred into the fund on or before December 31, 2009”.  How do
we determine this amount?

 

A3. “The total market value of all the assets transferred into the fund on or before December
31, 2009” is the market value of the assets that were transferred in relation to each particular
transfer, and is determined as of the date of the relevant transfer. You do not take into account
any increase or decrease in the value of the New LIF after the money was transferred into it.  -
05/10 

 

 

Q4. In January 2010, a client transferred $100,000 into her New LIF and applied to
withdraw 50 per cent of the total market value of the transferred assets to her RRSP
using FSCO pension Form 5.2. Section 8(2.1) under Schedule 1.1 under Regulation 909
provides that the 50 per cent is based on “the total market value of the assets
transferred into the fund in relation to a transfer of assets made on or after January 1,
2010”. How do we determine this amount?

 

A4. “The total market value of the assets transferred into the fund in relation to a transfer of
assets made on or after January 1, 2010” is the amount that was transferred into her New LIF
on the relevant transfer date.  This amount should be available in your records. You do not take
into account any increase or decrease in the value of the New LIF after the money was
transferred into it.  - 05/10 

 

 

Q5. When money is transferred into a New LIF, does the financial institution that
administers the New LIF need to be aware of the source of that money? Does the prior
locked-in vehicle’s original date of purchase need to be validated?

 



A5. The financial institution that administers the New LIF will have to determine what kind of
locked-in vehicle (e.g., a pension plan, annuity, LIRA, Old LIF, New LIF or LRIF) the money was
transferred from.  This is because the 50 per cent withdrawal or transfer under the New LIF after
January 1, 2010 only applies to money that comes from a pension plan, LIRA, Old LIF or LRIF. 
It does not apply to an annuity or an existing New LIF.

It is not necessary for the financial institution that is receiving the money, to know the date on
which any prior locked-in vehicle was purchased by the owner. - 05/10 

 

 

Q6. If money is transferred to a New LIF from another New LIF, Old LIF or LRIF, is the
financial institution required to keep track of the investment income that is earned by
the transferring fund for the fiscal year up to the date of the transfer?

 

A6. The financial institution that administers the New LIF that received the transferred funds
must be aware of the investment returns that are attributable to the transferring fund’s fiscal
year, up to the date of transfer.  This information is required so that the financial institution can
calculate one of the possible maximum income payment amounts for the New LIF’s next fiscal
year.

For example, if money was transferred from an LRIF to a New LIF on December 1, 2008, and
$500 of investment income was earned in the LRIF’s 2008 fiscal year prior to the transfer, the
financial institution must ensure it determines and records the $500.  In addition, this amount
must be used to calculate the maximum income amount that is payable from the New LIF in
2009. - 07/07 

 

 

Q7. Can a financial institution simply convert an Old LIF into a New LIF? If not, will
the New LIF require a new specimen plan number, or can the Old LIF’s specimen
number be used?

 

A7. A New LIF is a completely different type of locked-in account than an Old LIF, in the same
way that an LRIF is a different type of locked-in account from a LIF. Effective January 1, 2008,
financial institutions were permitted to offer two distinct types of Ontario LIFs – Old LIFs and
New LIFs. If an owner of an Old LIF wants a New LIF, he/she must purchase a New LIF by
transferring money from the Old LIF into a New LIF.  The Old LIF cannot simply be converted
into a New LIF.

 

However, on January 1, 2011, the rules for Old LIFs, LRIFs and New LIFs will become
harmonized.  All three funds are essentially the same, except that owners of Old LIFs and LRIFs



will have a one-time opportunity to withdraw or transfer up to 50 per cent of the money in their
account.  The rules for determining the maximum annual income payment from Old LIFs, LRIFs
and New LIFs will be identical.  The maximum income payment for all three funds will be the
greater of the amount calculated under the LIF formula, or the fund’s investment earnings from
the previous year.

 

Specimen plan numbers appear to be an issue for the Canada Revenue Agency (CRA), but not
for FSCO. You may wish to contact the CRA’s Registered Plan Directorate at 1-800-267-3100 to
discuss this question.  - 09/10 

 

 

Q8. If an individual merges two LIRA accounts from two different financial institutions
into a New LIF, the funds are likely to be transferred into the New LIF at different
times. Should the receiving financial institution determine the calculation for the 50
per cent withdrawal or transfer when each amount is received separately, or base it
on the total amount when both are received? Is the individual entitled to a second 50
per cent withdrawal or transfer after the second transfer is made?

 

A8. The 50 per cent withdrawal or transfer applies to each individual transfer of money into the
New LIF. Each time a sum of money is transferred into the New LIF from a LIRA, LRIF, Old LIF or
pension plan, the New LIF owner has 60 days from the date of the transfer to apply to the
financial institution to withdraw or transfer up to 50 per cent of the amount that was transferred
into the New LIF. For each withdrawal or transfer, a separate application has to be made.  -
05/10 

 

 

Q9. If an individual wants to transfer in-kind securities from a locked-in account
(other than a New LIF) into a New LIF, and the securities are received by the New LIF
on different days, on what date can the individual apply for the 50 per cent withdrawal
or transfer?

 

A9. If an individual makes a single transfer of funds which are invested in securities into a New
LIF, the assets related to that transaction may be deposited into the New LIF on different dates. 
This is because those assets are being transferred in-kind from other locked-in accounts. The
date of transfer for the 50 per cent withdrawal or transfer application is based on the last date
on which any of those assets are actually transferred into the New LIF. The individual has 60
days from that date to make his or her application.



In such a case, the financial institution that administers the New LIF must inform the individual
prior to making the transfer that he/she will only be able to apply for the 50 per cent withdrawal
or transfer after the last deposit of assets has been received by the financial institution.  The
financial institution also needs to advise the owner once the transfer has been completed.  -
05/10 

 

 

Q10. If a client applies for a 50 per cent withdrawal or transfer from his/her New LIF,
when is the financial institution required to pay or transfer the money?

 

A10. The financial institution is required to make the payment or transfer within 30 days of
receiving the completed application form and accompanying documents from the owner of the
New LIF. - 05/10 

 

 

Q11. How are investment returns in a particular year calculated if there has been a 50
per cent withdrawal or transfer from a LIF?

 

A11. Follow the steps below to easily calculate investment returns that are attributable to a
particular fiscal year for a LIF:

1. Take the balance in the LIF at the end of the fiscal year.
2. Subtract the balance in the LIF at the start of the fiscal year.
3. Add the value of any money that was withdrawn or transferred out of the LIF anytime during

the fiscal year (e.g., income payments to the client, transfers of money to other accounts,
unlocking application amounts that were moved out, etc.).

4. Subtract the value of any new money that was deposited into the account anytime during the
fiscal year (e.g., amounts transferred into the account from other accounts, etc.).

Example: 

On January 1st the balance in the New LIF was $50,000 and on December 31st of the same year
the balance in the New LIF was $60,000. The owner received a $5,000 payment from the New
LIF during the year as his annual income payment. That year, he also transferred $3,000 from a
LIRA into his New LIF, and withdrew 50 per cent of that amount ($1,150).

 

To calculate this client’s investment return for the year, you would do the following:

$60,000 (balance on December 31)  
Minus $50,000 (balance on January 1);
Plus $6,150 ($5,000 income payment and $1,150 unlocked amount that was withdrawn);



Minus $3,000 (transfer received from LIRA);
Equals $13,150 (the investment income).

Therefore the client’s investment return for the year was $13,500.  - 05/10

 

 

Q12. If a client with an Old LIF wants to use this money to purchase a New LIF, does
the financial institution have to pay out the minimum annual income amount from the
Old LIF?  Does it also need to set the maximum income payment amount for the New
LIF to zero?

 

A12. If money is transferred from an Old LIF to a New LIF, any minimum amount that is
required to be paid out of the Old LIF under the federal Income Tax Act must be paid out of the
Old LIF before the end of its fiscal year. No money can be paid out of the New LIF during the
fiscal year when the transfer occurred.  - 07/07 

 

 
 

LRIFs

Q13. What information are financial institutions required to disclose to their LRIF
clients?

 

A13. Financial institutions must inform LRIF owners of the following at the beginning of the
fiscal year of the fund that ends on December 31, 2010:

 

They will not be able to receive payments for all or part of any unused income payment
amounts that were carried forward from a previous year.
As of January 1, 2011, LRIF owners who choose to be paid less than the maximum annual
income amounts will not be able to carry forward the difference and add it to their maximum
income payment amounts for future years.

Financial institutions must inform LRIF owners of the following on or before September 30,
2010:

After December 31, 2010, they can no longer transfer assets from an LRIF to a LIRA.
Between January 1, 2011 and April 30, 2012, they may make a one-time application to
withdraw or transfer up to 50 per cent of the total market value of the assets that are in their
LRIF fund(s).  Applications for this withdrawal or transfer will not be accepted after April 30,
2012.



On or after January 1, 2011, the maximum amount that may be paid from the LRIF as
income each year will be the greater of the amount under the LIF formula or the fund’s
investment earnings from the previous year.

Financial institutions are also required to include in their clients’ annual statements the amounts
of any withdrawals that were taken out of the fund in the previous year.  - 05/10 

 

 

Q14. Between January 1, 2011 and April 30, 2012, owners of LRIFs may apply to
withdraw or transfer up to 50 per cent of the total market value of the assets in the
fund.  How do we determine this amount?

 

A14. The total market value of the assets in the fund is based on the amount in the most recent
statement that was issued by the financial institution at the time of the application.  The
statement must be dated within one year of the date the application was made.  - 05/10 

More information:

 Want to view a link in a new window?
Right-click the link and select "open in new window"
 
FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions


Content on this page has been transferred from the Financial Services Commission of Ontario
(FSCO) site as a PDF for reference. Links that appear as related content have also been

transferred and can be found at the end of this document.

FAQs: Option to Transfer Money from a Locked-in Account to an Unlocked vehicle
This page addresses questions relating to the option to transfer money from a locked-in account
to an unlocked vehicle.
 

Q1. How have the rules for transfers of locked-in accounts changed?

 

A1. Effective January 1, 2008, owners of locked-in accounts have new transfer options in the
following two situations:

 

1. If the owner of a locked-in account dies, his/her surviving spouse will be able to transfer the
survivor benefit directly to his/her own RRSP or RRIF, where permitted by the federal Income
Tax Act. (Under the previous rules, the surviving spouse could only take the benefit in a lump
sum.)

2. If the owner of a locked-in account is older than 55 and has less than 40 per cent of the
Year’s Maximum Pensionable Earnings under the Canada Pension Plan in all of his/her locked-
in accounts, the owner may transfer the entire amount directly to his/her own RRSP or RRIF,
rather than receive it in a lump sum.   - 07/07

 

Q2. When the owner of a locked-in account dies, is her/her surviving spouse required
to take the full value of the survivor benefit in cash, or transfer it to an RRSP or RRIF?
Is the surviving spouse allowed to take part of the survivor benefit in cash and
transfer part of it to an RRSP or RRIF?

 

A2. When the survivor benefit is paid, the surviving spouse is required to fully withdraw or
transfer the entire amount of the locked-in account into his/her own RRSP or RRIF.  The
surviving spouse cannot withdraw part of the survivor benefit in cash and transfer the remaining
amount to an RRSP or RRIF.  - 05/10

 

 

Q3. Is the survivor benefit required to go to the surviving spouse, or can it go to a
named beneficiary?

 

A3. The survivor benefit must be paid to the owner’s spouse.  It can only be paid to the owner’s
named beneficiary in the following three situations:



 

if the spouse waived his/her entitlement to a survivor benefit;
if the owner of the locked-in account and his/her spouse were living separate and apart on
the date of the owner’s death due to a breakdown in their relationship; or
If the owner of the locked-in account had no spouse when he/she died.

If there is no named beneficiary, then the survivor benefit would be paid to the owner’s estate. 
- 05/10   

 

 

Q4. Can I transfer 50 per cent of the funds from my New LIF to a spousal RRSP or a
spousal RRIF?

 

A4. Ontario’s pension laws allow owners of New LIFs to transfer up to 50 per cent of the funds
to any RRSP or RRIF.  The law does not prohibit you to transfer that money to a spousal RRSP or
a spousal RRIF.   However, there may be restrictions under the federal Income Tax Act for such a
transfer. Questions about the tax impact of this type of transfer should be directed to the
Canada Revenue Agency’s Individual Income Tax Inquiry Line at 1-800-959-8281 . - 05/10

 

 

More information:

 

FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

 Want to view a link in a new window?
Right-click the link and select "open in new window" 
 

https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions


Content on this page has been transferred from the Financial Services Commission of Ontario
(FSCO) site as a PDF for reference. Links that appear as related content have also been
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FAQs on Unlocking a Locked-in Account if you are a Non-Resident of Canada
This page provides frequently asked questions on the unlocking of a locked in account for a non-
resident of Canada.

Q1. How do the locked-in account rule changes impact non-residents of Canada?

A1. Effective January 1, 2008, a locked-in account owner who is a non-resident of Canada — as
determined by the Canada Revenue Agency   for the purposes of the federal Income Tax Act —
may apply to unlock and withdraw all the money in his/her locked-in account two years after
departing Canada.  - 05/10

Q2. I am a non-resident of Canada.  How do I apply to unlock the money in my locked-
in account(s)?

A2. If you satisfy the Canada Revenue Agency’s (CRA) requirements for being a non-resident of
Canada, you need to complete and sign FSCO pension Form 5.  You then need to submit the
form to the financial institution that holds the locked-in account(s) and ensure that it is
accompanied by the following:

A written determination from the CRA that states you are a non-resident of Canada for the
purposes of the Income Tax Act.     
Written consent from your spouse or a certification that you do not have a spouse.

If you are interested in finding out if you qualify, you can find more information on the CRA’s

website  .  Make sure you take a look at the criteria that the CRA uses for determining if a
person is a non-resident of Canada.  Read NR73-Determination of Residency Status (Leaving
Canada)  and Residency Status  . - 07/07

Q3. I understand that as a non-resident of Canada I can apply to unlock and withdraw
all of the money in my locked-in account after living abroad for two years. Can I make
this application at any age? If I already used the money in the locked-in account to
purchase an annuity can I still apply?

http://www.cra-arc.gc.ca/menu-eng.html
https://www.fsrao.ca/industry/pensions/pensions-all-forms
http://www.cra-arc.gc.ca/menu-eng.html
http://www.cra-arc.gc.ca/E/pbg/tf/nr73/README.html
http://www.cra-arc.gc.ca/tx/nnrsdnts/ndvdls/lvng-eng.html


 

A3. If you satisfy the Canada Revenue Agency’s (CRA) requirements for being a non-resident of
Canada, you can unlock and withdraw money from your locked-in account(s) at any age.  These
rules only apply to money that is held in an Ontario locked-in account when you submit FSCO
pension Form 5.  If you already purchased an annuity with money that was previously in your
locked-in account, you will not be able to apply to take money out of your annuity. - 05/10 

More information:

 Want to view a link in a new window?
Right-click the link and select "open in new window"
 
FSCO Policies on Locked In Accounts
FAQs on Rules for Ontario Locked-In Accounts

https://www.fsrao.ca/industry/pensions/pensions-all-forms
https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions
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FAQs on the Effects of Changes on Other Unlocking Applications
This page provides information relating to other unlocking applications.

 

Q1. Will the changes to the rules that effect locked-in accounts impact the
requirements for withdrawing money due to financial hardship or shortened life
expectancy?

 

A1. The changes to the rules that effect locked-in accounts will not change the rules for
unlocking your locked-in account due to financial hardship or shortened life expectancy.
However, there is one exception that affects financial hardship unlocking.  With the introduction
of the Ontario Child Benefit in the 2007 Ontario Budget, the section of the regulations under the
Pension Benefit Act that exempts certain sources of income from an individual’s total income —
which is used to calculate eligibility for a low income financial hardship withdrawal — will now
also exempt the new benefit.  - 07/07

 

 

Q2. If I withdrew 50 per cent of the money that was in my New LIF, can I still apply to
unlock the funds in my New LIF due to financial hardship or any other unlocking
criteria?

 

A2. Yes, applications for unlocking due to financial hardship or other unlocking criteria can still
be made.  - 05/10 

More information:

 Want to view a link in a new window?
Right-click the link and select "open in new window"
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FAQs on Rules for Ontario Locked-In Accounts

https://www.fsrao.ca/industry/pensions/regulatory-framework/guidance-pensions
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Financial Hardship Unlocking Fees
Archived Content

The following content was archived on June 24, 2013.

It is provided for historical reference.

 

 

The allows individuals who qualify under certain circumstances of financial hardship to apply for
special access to the money in their Locked-in Retirement Accounts, Life Income Funds, or
Locked-in Retirement Income Funds. Depending on the specific circumstances, the application
will be made to the Financial Services Commission of Ontario or the financial institution that
holds your locked-in account.

 

The Pension Benefits Act allows individuals who qualify under certain circumstances of financial
hardship to apply for special access to the money in their Locked-in Retirement Accounts, Life
Income Funds, or Locked-in Retirement Income Funds. Depending on the specific circumstances,
the application will be made to the Financial Services Commission of Ontario or the financial
institution that holds your locked-in account.

 

In the past, for situations where the application is made to the Financial Services Commission of
Ontario, successful applicants were charged an application fee in order to offset FSCO's
administrative costs. The 2011 Ontario Budget will extend the current application fee waiver for
applications approved on and after April 1, 2009. The following questions and answers provide
additional details.  

 

Q:  How does the fee waiver on financial hardship unlocking applications work?

A:  While the fee waiver is in place, FSCO will not be charging the required fees on financial
hardship unlocking applications approved on or after April 1, 2009.

 

Approved applications will still be subject to applicable withholding taxes at the time that funds
are withdrawn from an Ontario locked-in account (locked-in retirement accounts (LIRA), life
income funds (LIF) or locked-in retirement income funds (LRIF)).   
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Q:  I received approval to withdraw money from my locked-in account because of
financial hardship prior to April 1, 2009 but have not withdrawn the money yet. If I
withdraw the money after April 1, will my fee be waived?

A:  No. The fee waiver only applies where the approval of your application is on or after April 1,
2009. The timing of your withdrawal does not alter this. 

 

Q:  Can I get back the fees I already paid to unlock my money?

A:  No. The fee waiver will apply only to applications approved on or after April 1, 2009. There
will be no refunds of fees paid. 

 

Q: When will the fee waiver on financial hardship unlocking expire?

A: The fee waiver applies to financial hardship unlocking applications approved on or after April
1, 2009 and is in place until further notice.

Financial Hardship Unlocking Fees​
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Financial Hardship Unlocking Fees
Archived Content

The following content has been archived.

It is provided for historical reference.

 

 

 

The Pension Benefits Act allows individuals who qualify under certain circumstances of financial
hardship to apply to the Financial Services Commission of Ontario (FSCO) for special access to
the money in their Locked-in Retirement Accounts, Life Income Funds, or Locked-in Retirement
Income Funds. Successful applicants will be charged an application fee equal to 2% of the
amount the applicant is entitled to withdraw (with a minimum fee of $200 and a maximum fee
of $600) in order to offset FSCO's administrative costs.
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Requirement to Use Approved Forms
The Superintendent has approved the use of several pension forms that must be used for
various purposes in the administration of a pension plan.  
 
The pension plan administrator must provide certain forms directly to FSCO, in the approved
format. Forms that can be submitted in paper format can be downloaded and printed from
FSCO’s website.
 
Effective January 1, 2013, all prescribed pension plan filings that have a due date on or after
January 1, 2013, must be filed electronically through the Pension Services Portal (PSP). 
 
 

Filings with a due date before January 1, 2013
 
For Annual Information Returns (AIR) and Pension Benefits Guarantee Fund (PBGF) Assessment
Certificates with a due date before January 1, 2013, FSCO provided plan administrators with the
forms annually, in paper format. The forms contain plan specific data from the FSCO database
that enhance security and aid FSCO in its review. If you wish to submit an AIR or PBGF with a
due date before January 1, 2013, in paper format, you may request a duplicate from FSCO by
email or by calling (416) 590-7177.  The specimen forms available on FSCO’s website are only
for reference purposes.
 
FSCO will not accept non-approved AIR and PBGF forms.  FSCO will return all such forms to the
plan administrator with a letter outlining the correct process that must be followed. The
approved forms must be completed and filed within 30 days of the date of the letter.
 

Contacting FSCO
Inquiries about AIR and PBGF filings should be addressed to staff assigned to the pension plan.
 Contact information for pension staff assigned to a particular pension plan is available at
Pension Plan Information Access. 
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Electronic Filing - Mandatory from January 1, 2013
Effective January 1, 2013, all pension plan filings that have a due date on or after January 1,
2013 must be submitted electronically through the Pension Services Portal (PSP).  To file online,
the Pension Plan Administrator is required to activate his/her PSP account.

 
Pension Plan Administrators who have filings with a statutory due date up to December 31,
2012, and who received a filing extension beyond January 1, 2013 (under section 105 of the
Pension Benefits Act or by regulation), may continue to file in paper format.
 

About the PSP
 
The PSP enables Pension Plan Administrators and their delegates the option to electronically file
all prescribed filings:
 

Annual Information Return (AIR)
Investment Information Summary (IIS)
Pension Benefits Guarantee Fund Assessment Certificate (PBGF)
Actuarial Valuation Report/Actuarial Information Summary (AIS)
Pension Plan/Fund Financial Statements (FS)
Statement of Investment Policies and Procedures (SIPP) and SIPP Information Summary
(Form 14)

There are several benefits of submitting the prescribed filings electronically. The PSP:
 

allows Pension Plan Administrators and their delegates to submit and verify the status of
electronic filings online;
ensures that data and personal information is kept secure and protected;
performs a preliminary verification of any data that is submitted to FSCO;
provides alerts and warnings if it detects any errors in submissions; and
supports FSCO’s commitment to provide environmentally friendly and cost effective services.

The PSP may also be used for requesting extensions for filing deadlines and requesting approval
for re-filing prescribed filings that were previously submitted through the PSP.   For step-by-step
instructions on all of these activities, refer to the PSP Instructions. 
 

Filings that are Due Before January 1, 2013

If your pension plan’s filings are due on or before December 31, 2012 and the criteria below are
satisfied, you may use the PSP to file electronically, or you may file in paper format:   
  

AIR and/or PBGF – Period start date is on or after January 1, 2009.
FS – Period start date is on or after January 1, 2010.
AVR and AIS – Valuation date is on or after January 1, 2010.



As per section 16.1(1) of the Regulations, an AVR filed under section 3, 4, 13, or 14 must be
accompanied by an AIS.  Therefore, if you file the AVR electronically, you must also file the AIS
electronically. 
 
If your plan’s filings are due on or before December 31, 2012 and the above criteria are not
satisfied, then they must be filed in paper format.  
 
If your IIS filing is due on or before December 31, 2012, you must use the PSP to file
electronically. 

 

How to Access the PSP
 
To use the PSP, a Pension Plan Administrator must first activate his/her personal PSP account. 
Once a Pension Plan Administrator’s account is activated, he/she has the option to delegate PSP
access to other individuals.
 

For step-by-step instructions on activating a PSP account, logging into the PSP, or delegating
access to the PSP, refer to the following resources:
 

PSP videos
PSP Instructions

How to Learn About PSP Updates

 

Once a PSP account has been activated, FSCO will notify the Pension Plan Administrator of any
PSP updates by e-mail.
 
Pension Plan Administrators and their delegates should also check the PSP regularly for new
developments.
 

Learn More
 
For more information, refer to the following resources:
 

Filing Information for Pension Plan Administrators 
FAQs on e-filing through the Pension Services Portal 
PSP videos
PSP Instructions

Contact FSCO
 
To send us an inquiry or comment about the PSP, email PensionInquiries@fsco.gov.on.ca or call
(416) 590-7177.
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Funding Defined Benefit Pension Plans:  Risk-Based Supervision in Ontario 
 

Overview and Selected Findings 
2004-2008 

 
1.0  Introduction 
 
The Financial Services Commission of Ontario (FSCO) is an arm’s length agency of the Ministry 
of Finance that regulates Ontario registered pension plans in accordance with the Pension 
Benefits Act (PBA) and regulations. 
 
Risk-Based Monitoring 
 
In July 2000, FSCO implemented a risk-based approach to monitor the funding of defined 
benefit (DB) pension plans.1 This approach involves the collection of key actuarial and financial 
data from funding valuation reports filed with FSCO, using a standard form called the Actuarial 
Information Summary (AIS).2 The collected data are entered into a database, and a selective 
risk-based review system identifies individual funding reports for detailed compliance reviews.  
 
Between July 1, 2004 and January 31, 2009, AIS data for approximately 8,900 funding valuation 
reports were entered into FSCO’s database and screened through the selective review system.  
Thirty-four per cent of these reports were selected for further review, and over 26% of the 
selected reports were identified as having material compliance concerns that required further 
follow up. With very few exceptions, FSCO has been able to resolve the identified concerns with 
the plans’ actuaries and administrators. 
 
In 2006, to broaden the risk-based approach to monitoring DB pension plans, FSCO 
implemented a risk-based monitoring of pension fund investments.3 This program involves the 
collection of key financial and investment data for DB plans on an annual basis, using a standard 
form called the Investment Information Summary (IIS). The collected data are entered into a 
database, and a selective risk-based review system identifies plans with potential investment 
concerns for further review. The annual monitoring cycle covers plans whose plan fiscal year 
end date is between July 1 of one year and June 30 of the next. Over 90% of the plans have a 
fiscal year end date of December 31. 
 
In each of the first two years of implementation, 2005-2006 and 2006-2007, IIS data for 
approximately 4,000 plans were entered into the IIS database and assessed with the 
predetermined criteria. The number of IIS filings for reporting period 2007-2008 decreased to 

 
1 Risk-based Supervision of the Funding of Ongoing Defined Benefit Pension Plans (May 2000), an overview of the 
risk-based approach, is available at: http://www.fsco.gov.on.ca/english/pensions/riskbasedsupervision.pdf . 
 
2 The AIS is a standardized form, developed jointly by FSCO, the Canada Revenue Agency and the federal Office of 
the Superintendent of Financial Institutions. It is prepared by an actuary and filed with FSCO in conjunction with a 
funding valuation report. 
 
3 Further information on the risk-based approach for monitoring pension fund investments is available at: 
http://www.fsco.gov.on.ca/english/pensions/InvestmentInformationSummary.asp . 
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1,919 as a result of the exclusion of designated plans.4 Of all the IIS filings that were assessed, 
approximately 27% were flagged for further review, and approximately 55% of those flagged 
were identified as having material concerns that were brought to the attention of the plans’ 
administrators. With very few exceptions, the identified concerns were properly addressed or 
rectified. 
 
Risk-Based Reporting 
 
The AIS and IIS databases provide FSCO with the information it needs to compile the relevant 
pension plan funding and investment data and to identify certain DB pension plan trends in 
Ontario. This is FSCO’s fifth report on DB funding, and the first to include information on 
pension fund investments. 
 
Key Findings 
 
Some of the key findings are: 
 
Funding Data 

• Overall, the funded positions of pension plans have improved since the last report. In 
particular, the median funded ratio on a going concern basis has improved from 103% to 
106%, whereas the median funded ratio on a solvency basis has improved from 90% to 
91%. 

 
• Most plans were less than fully funded on a solvency basis at their last valuation date, 

while significantly fewer plans were less than fully funded on a going concern basis. 
Specifically: 

o Seventy-six per cent of the plans were less than fully funded on a solvency basis 
(unchanged from the March 2008 report). 

o Thirty-two per cent of the plans were less than fully funded on a going concern 
basis (versus 42% in the March 2008 report). 

 
• Assumptions and methods for the going concern valuations are increasingly more 

uniform when compared to prior valuations. For example: 
o Over 98% of the plans used the unit credit cost method. 
o Over 99% of the plans used either a market or smoothed market value of assets. 
o The average interest rate assumption used for going concern valuations decreased 

from 6.51% to 6.17% over the 2004 to 2007 valuation period, and almost 96% of 
the 2007 valuations used an interest rate below 7%. 

o Almost 99% of the 2007 valuations used an up-to-date (1994 or later) mortality 
table, compared to 84% of the 2004 valuations.  

 
• The minimum required contributions for 2008, including employer normal cost, member 

required contributions and special payments, were estimated to be $6.4 billion, 

                                                 
4 Designated Plans are defined in section 8515 of the federal Income Tax Regulations. Generally, these are plans for 
connected persons and highly-paid executives. 
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approximately the same as the amount estimated for 2007 ($6.5 billion).  
 

• After several years of improvements, the funded position of pension plans is expected to 
decrease materially during 2008. Overall, the median solvency ratio for pension plans is 
projected to decrease from 93% to 77% between the 2007 and 2008 year ends. The key 
drivers of this reduction are the weak investment performance of financial markets during 
2008 and the use of lower interest rates for determining commuted values. Special 
payments for less than fully funded plans are expected to lessen the extent of the decrease 
in solvency ratio for these plans.  

 
Investment Data 

• The asset mix of pension funds remained steady over time, and the typical 40/60 fixed 
income/non-fixed income split was predominant. 

 
• Generally, plans with lower solvency ratios invested more in non-fixed income assets and 

had poorer performance on both absolute and relative bases than plans with higher 
solvency ratios. 

 
• Larger plans invested a lower proportion of plan assets in pooled funds and had better 

absolute and relative investment performance. 
 

• Over 75% of the plans did not outperform the market, when actual returns net of 
investment expenses were compared to market index returns. 
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2.0 Statistical Analysis – Funding  
 
This section summarizes some of the funding data, including actuarial assumptions and methods, 
for DB pension plans with valuation dates between July 1, 2005 and June 30, 2008. The data 
were compiled from the AIS and funding valuation reports received by FSCO on or before 
January 31, 2009. 
 
Generally, funding valuation reports must be filed once every three years on both a going 
concern and solvency basis. However, if solvency concerns are indicated,5 annual filing is 
required until these concerns are eliminated. Early filings may also be required when events such 
as plan mergers, partial windups, or sales of businesses occur. To avoid double counting, only 
the data from a plan’s most recently filed report were included. 
 
For the purpose of this report, designated plans, plans where members are no longer accruing 
future benefits, and plans with outstanding valuation reports have been excluded. In addition, 
seven (7) large public sector plans6 have been excluded in order not to skew the results of our 
analysis. 
 
In total 1,564 plans were included in the statistical analysis. Table 1 presents a summary of these 
pension plans. 

 
Table 1 – Summary of Plans Included 
 

 
Plan/ 
Benefit Type 

 
# of 

Plans 

 
Active 

Members 

 
Retired 

Members 

 
Other 

Beneficiaries 

 
 

Total 

Market Value 
of Assets 

($Million) 

Final Average    619 205,969 125,873   50,587    382,429 $   59,390 
Career Average    220   42,448   25,595   14,586      82,629 $     6,612 
Flat Benefit     338 112,767 111,796   37,643    262,206 $   28,677 
Hybrid    315 156,407 124,250   67,986    348,643 $   32,695 
Multi-Employer      72 368,450   94,446 328,850    791,746 $   18,888 
Total 1,564 886,041 481,960 499,652 1,867,653 $ 146,262 

 
The average age of the membership for all included plans was 42.3 for active members and 71.5 
for retired members. 

                                                 
5 A report is said to indicate solvency concerns if (i) the solvency ratio is less than 80%, or (ii) the solvency ratio is 
between 80% and 90% and the solvency liabilities exceed the market value of assets by more than $5 million. A 
plan’s solvency ratio is the ratio of the market value of the plan’s assets to the plan’s solvency liabilities. 

6 Based on the most recently filed reports, these seven public sector plans had a total membership exceeding one 
million (681,000 actives, 349,000 retirees and 144,000 other beneficiaries) and total assets of $229 billion at market 
value. The average age of their membership was 44.3 for active members and 69.9 for retired members. 
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Compared with the findings in FSCO’s previous reports (June 2006, March 2007, March 20087) 
there continues to be a decrease in the number of final average, career average and flat benefit 
plans, and an increase in the number of hybrid plans. Since the March 2008 report, 125 (7.7%) of 
the DB plans have become hybrid plans, have wound up or have frozen future accruals of 
defined benefits. 
 
2.1 Summary of Funded Status  
 
The main findings regarding the funded status of DB pension plans are as follows: 
 

• For all plans analyzed, the median funded ratios were 106% on a going concern basis and 
91% on a solvency basis. Thirty-two per cent of the plans were less than fully funded on 
a going concern basis, while 76% were less than fully funded on a solvency basis. 

 
• Of the 619 final average earnings plans, 255 (41%) were less than fully funded on a 

going concern basis and 406 (66%) were less than fully funded on a solvency basis. 
 

• Of the 220 career average earnings plans, 50 (23%) were less than fully funded on a 
going concern basis and 190 (86%) were less than fully funded on a solvency basis. 

 
• Of the 338 flat benefit plans, 73 (22%) were less than fully funded on a going concern 

basis. On a solvency basis, flat benefit plans were the least well funded – 309 (91%) of 
these plans were less than fully funded, and 85 (25%) had a solvency ratio of less than 
80%.  

 
• Of the 315 hybrid plans, 103 (33%) were less than fully funded on a going concern basis 

and 229 (73%) were less than fully funded on a solvency basis. 
 

• Of the 72 multi-employer pension plans (MEPPs), 20 (28%) were less than fully funded 
on a going concern basis and 53 (74%) were less than fully funded on a solvency basis. 
Sixteen plans (22%) had a solvency ratio of less than 80%. These 16 plans have 
approximately 544,000 members and former members, representing almost 69% of the 
total MEPP membership. 

 
 

 
7 These reports are available at: http://www.fsco.gov.on.ca/english/pensions/DB_Funding_Report_2006.pdf,   
http://www.fsco.gov.on.ca/english/pensions/DB_Funding_2007.pdf and 
http://www.fsco.gov.on.ca/english/pensions/DB_Funding_2008.pdf. 
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Tables 2 and 3 below provide a more detailed breakdown of the going concern and solvency 
funded ratios in respect of different types of DB pension plans. 
 

Table 2 – Going Concern Funded Ratios 
 

Funded 
Ratio (FR) 

Final 
Average 

Career 
Average 

Flat 
Benefit 

 
Hybrid 

 
MEPP 

All 
Plans 

FR < 0.60    6    2    5    1   1      15 
0.60 ≤ FR < 0.80   12    5    6    3    1      27 
0.80 ≤ FR < 0.90   80    8   19   23   5    135 
0.90 ≤ FR < 1.00 157   35   43   76 13    324 
1.00 ≤ FR < 1.20 283 133 171 157 44    788 
FR ≥ 1.20   81   37   94   55   8    275 
Total 619 220 338 315 72 1,564 
Median Ratio 1.03 1.08 1.11 1.05 1.05 1.06 

 
Table 3 – Solvency Funded Ratios 

 
Solvency 
Ratio (SR) 

Final 
Average 

Career 
Average 

Flat 
Benefit 

 
Hybrid 

 
MEPP 

All 
Plans 

SR < 0.60   11     4     8     2   4      29 
0.60 ≤ SR < 0.80   39   44   77   21 12    193 
0.80 ≤ SR < 0.90 173   82 144 100 11    510 
0.90 ≤ SR < 1.00 183   60   80 106 26    455 
1.00 ≤ SR < 1.20 152   22   27   65 17    283 
SR ≥ 1.20   61     8     2   21   2       94 
Total 619 220 338 315 72 1,564 
Median Ratio 0.93 0.87 0.85 0.93 0.92 0.91 

 
 
2.2 Summary of Actuarial Assumptions and Methods 
 
The key actuarial assumptions and methods used in going concern valuations are as follows: 
 

• Over 98% of the plans used the unit credit cost method (with salary projection for final 
average plans) to calculate the going concern liabilities. 

 
Table 4 – Liability Valuation Method 

 
 

Liability Valuation Method 

# of 
Plans 

% of 
Plans 

Unit Credit 1,541   98.5% 
Entry Age Normal      17    1.1% 
Aggregate        3     0.2% 
Other        3     0.2% 
Total 1,564 100.0% 
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• Assets were most frequently valued using a market or market-related approach, with over 
99% of the plans using either a market or smoothed market value.   

 
Table 5 – Asset Valuation Method 

 
 
Asset Valuation Method 

# of 
Plans 

% of 
Plans 

Market 1,046   66.9% 
Smoothed Market    506   32.3% 
Book        6     0.4% 
Book & Market Combined        5     0.3% 
Other        1     0.1% 
Total 1,564 100.0% 

 
• For going concern valuations, only 1% of the plans used a mortality assumption based on 

the 1983 Group Annuity Mortality (GAM) table developed by the Society of Actuaries, 
while 99% used a more up-to-date table (e.g., 1994 GAM Static, 1994 Group Annuity 
Reserving (GAR), 1994 Uninsured Pensioner (UP), and RP-2000). The 1994 UP (with or 
without projection of mortality improvement) mortality assumption was used by more 
than 91% of the plans.8  

 
Table 6 – Mortality Assumption 

 
 
Mortality Assumption 

# of 
Plans 

% of 
Plans 

1983 GAM      17     1.1% 
1994 GAM Static      61     3.9% 
1994 GAR      21     1.3% 
1994 UP 1,433   91.6% 
Other (2000RP, 1995 Buck)      32     2.1% 
Total 1,564 100.0% 

 

                                                 
8 Also see commentary on mortality assumptions that accompanies Table 16 in this report.  
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• Interest rate assumptions used to value the going concern liabilities were generally lower 
than in prior years, with approximately 88% of the plans using a rate at or below 6.5%. 
Rates continued to fall within a relatively tight range, with two-thirds (67%) of the plans 
using a rate between 6.0% and 6.5%.9 

 

                           

Chart 1
Going Concern Interest Assumption
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• For final average earnings plans, the difference between the interest assumption and the 
salary increase assumption used in going concern valuations typically fell within a range 
of 1.5% to 3.0% (accounting for 84% of all final average plans).10 

           

   

Chart 2 - Interest-Salary Differential for
           Final Average Plans
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9 Of the 596 plans that used a going concern interest rate assumption in the range of 6.50% to 6.99%, 508 plans used 
an interest rate of 6.50%.  
10 Of the 74 final average plans with interest-salary differential in the range of 3.00% to 3.49%, 58 plans had an 
interest-salary differential of 3.00%. 
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• Table 7 shows the total wind up expense allowance made in solvency valuations by plan 
membership size, including members, former members and other beneficiaries.11 The 
expense allowance is also expressed in average dollar amounts per plan and per plan 
member. The allowance for wind up expenses is generally higher than the amounts 
previously reported. The average expense allowance per member generally decreases as 
plan membership size increases. The reverse pattern appears for plans with 10,000 or 
more members. Because there is only a small number of plans in the last two size 
categories (i.e., more than 5,000 members), greater caution should be exercised when 
interpreting the results for plans of this size. 
 

Table 7 – Provision for Wind Up Expenses 
 

Average Wind Up Expenses Plan 
Membership 

# of 
Plans 

Total 
Membership 

Total Wind Up
Expenses Per Plan Per Member 

<100   500      23,378 $  21,622,855 $     43,246 $ 925 
100-499   573    138,846 $  58,932,200 $   102,849 $ 424 
500-999   182    126,276 $  37,984,880 $   208,708 $ 301 
1,000-4,999   209    420,227 $  96,097,150 $   459,795 $ 229 
5,000-9,999     36    239,726 $  46,344,000 $1,287,333 $ 193 
10,000-49,999     25    442,582 $149,008,000 $5,960,320 $ 337 
Total 1,525 1,391,035 $409,989,085 $   268,845 $ 295 

 
 
 

                                                 
11 For confidentiality reasons, the two plans with more than 50,000 members and other beneficiaries were excluded 
from this analysis. 
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3.0 Statistical Analysis – Investment  
 
The plans included in the investment statistical analysis were those of the 1,564 plans 
summarized in Table 1 whose latest IIS (for plan years ending between July 1, 2007 and June 30, 
2008) was received by FSCO on or before January 31, 2009.  There are 1,477 plans in this 
subset, representing 94% of the total.12 
 
For hybrid plans, only the defined benefit component of the pension fund is included in the data. 
 
3.1  Pension Funds Profile 
 
The asset mix of the 1,477 pension funds, as a whole, for the latest monitoring cycle is described 
in Table 8 and depicted in Chart 3.  
 

Table 8 – Asset Mix of All Plans as a Whole 
 

 Asset Class13 Market Value 
($Millions) 

% of Total 
Investments 

Cash $6,375    4.3% 
Bond $53,004   36.1% 
Equity $83,052   56.6% 
Real Estate $1,606    1.1% 
Alternative Investments14 $2,754    1.9% 

Asset Mix 

Total $146,791 100.0% 
 
 

Chart 3: Asset Mix of All Plans as a Single Portfolio 

Real Estate 
1.1%

Equity 
56.6%

Cash 4.3%Alternative 
1.9%

Bond
36.1%

 

                                                 
12 Plans included in the funding analysis that are not in the investment analysis are primarily new plans, plans with 
outstanding IIS filings, and plans that were no longer required to file an IIS after the date of the last filed valuation. 
13 Plan assets invested in pooled funds totaling $58,494 million or 39.8% of total investments. Pooled funds are 
included in the asset mix of all plans based on their underlying asset classes. 
14 Alternative Investments include hedge funds, private equity, infrastructure, resource properties, etc. 
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On a broad basis, fixed income assets include cash and bonds and constitute 40% of total 
investments, whereas non-fixed income assets include equity, real estate and alternative 
investments and constitute 60% of total investments. 
 
3.2    Summary of Fund Performance 
 
This section provides statistics on asset mix and investment performance by various categories 
for the latest monitoring cycle.  
 
The 1,477 plans included in the analysis are very diverse.  To illustrate the investment results for 
pension plans that have different characteristics, the asset mix and performance data are 
presented by different plan type, benefit type, plan size, solvency ratio and percentage invested 
in pooled funds.   
 
In the “Asset Mix” section, the weight of each asset class is shown for all plans in each subgroup 
and for all plans as a whole.  
 
In the “Performance” section, all performance numbers are determined at the individual plan 
level. “Return” means the rate of return, net of all investment expenses, while “Outperformance” 
measures how a pension fund performs relative to the market. Outperformance relative to market 
performance for an individual fund is determined as the fund’s actual rate of return (net of 
expenses) minus the weighted average of market index returns, given the individual pension 
fund’s asset mix.   
 
 
By Plan Type 
The investment overview of single employer pension plans (SEPPs) and multi-employer pension 
plans (MEPPs) is given below. The asset mix and average performance returns are shown in 
Table 9A, while the percentile performance returns appear in Table 9B. 
 

Table 9A – Investment Results by Plan Type 
 

Plan Type SEPP MEPP Total 
# of Plans 1,406 71 1,477 

Fixed Income  40.8%  38.1%  40.4% Asset Mix Non-Fixed Income  59.2%  61.9%  59.6% 

Average Return15  1.77%   1.66%  1.76% Performance Average Outperformance -1.99% -2.12% -1.99% 
 

                                                 
15 This and those in Tables 10-13 are the arithmetic (equally-weighted) average of investment returns of pension 
funds in each subgroup.  The average of investment returns weighted by the sizes of all pension funds is 2.41%, 
compared to 1.76% on an equally-weighted basis shown herein. 
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Table 9B – Performance Result Percentiles by Plan Type 

   
Plan Type SEPP MEPP Total 
Investment Returns 
90th Percentile   5.08%   4.29%  5.07% 
75th Percentile  3.14%   2.66%  3.11% 
Median  1.46%   1.51%  1.47% 
25th Percentile  0.12%   0.52%  0.12% 
10th Percentile -1.24% -0.97% -1.24% 

Investment Outperformance 
90th Percentile  1.40%  0.34%  1.35% 
75th Percentile -0.31% -1.06% -0.36% 
Median -2.30% -2.38% -2.31% 
25th Percentile -3.83% -3.36% -3.81% 
10th Percentile -5.19% -4.30% -5.17% 

 
 
By Benefit Type 
The investment overview of pension plans with various benefit types is given in Table 10. 
 

Table 10 – Investment Results by Benefit Type 
 

Benefit Type FAE CAE FB Hybrid Total 
# of Plans 586 224 364 303 1,477 

Fixed Income   39.8%   40.4%   37.6%   44.8%   40.4% Asset Mix Non-Fixed Income   60.2%   59.6%   62.4%   55.2%   59.6% 

Average Return  1.75%  1.84%  1.90%  1.58%  1.76% 
Performance Average 

Outperformance 
 

-2.05% 
 

-2.10% 
 

-1.74% 
 

-2.12% 
 

-1.99% 
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By Plan Size 
The investment overview of pension funds of various sizes is given in Table 11. 
 

Table 11 – Investment Results by Plan Size 
 

 
Size 

Small 
(<$25 

Million) 

Medium
(>$25M, 
<$250M) 

Large 
(>$250 

Million) 

 
 

Total 
# of Plans 931 439 107 1,477 

Fixed Income  42.6%  42.1%  39.7%  40.4% Asset Mix Non-Fixed Income  57.4%  57.9%  60.3%  59.6% 

Average Return  1.68%  1.91%  1.94%  1.76% Performance Average Outperformance -2.19% -1.75% -1.26% -1.99% 
 
 
By Solvency Ratio 
The investment overview of pension plans with various solvency ratios is given in Table 12. 
 

Table 12 – Investment Results by Solvency Ratio (SR) 
 

Solvency Ratio (SR) SR < 0.8 0.8≤SR<1 SR ≥ 1.0 Total 
# of Plans 134 962 381 1,477 

Fixed Income  35.4%  40.9%  42.0%  40.4% Asset Mix Non-Fixed Income  64.6%  59.1%  58.0%  59.6% 

Average Return  0.93%  1.81%  1.94%  1.76% Performance Average Outperformance -2.67% -1.95% -1.86% -1.99%
 
 
By Percentages Invested in Pooled Funds 
The results for plans with various percentages invested in pooled funds are given in Table 13. 

 
Table 13 – Investment Results by Percentage Invested in Pooled Funds 

 

Percentage Invested in Pooled Funds  
< 20% 

20% to 
80% 

  
> 80% 

 
Total 

# of Plans 229 239 1,009 1,477 
Fixed Income  40.7%  40.1%  40.4%  40.4% Asset Mix Non-Fixed Income  59.3%  59.9%  59.6%  59.6% 

Average Return  2.63%  2.00%  1.51%  1.76% Performance Average Outperformance  0.19% -2.19% -2.44% -1.99% 
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3.3   Investment Observations 
 
This section presents some main observations of the analyses set out in sections 3.1 and 3.2.  The 
focus is on those findings that are both sufficiently recognizable for 2007 and commonly evident 
for the previous two monitoring cycles.  These observations are as follows: 
 

• The asset mix of pension funds remained steady over time and the typical 40/60 fixed 
income/equity split was predominant. 

 
• Pension funds of MEPPs generally invested more in non-fixed income assets than 

SEPPs. 
 

• Flat benefit plans invested more in non-fixed income assets than other plans, while 
hybrid plans invested more in fixed income assets. 

 
• Plans with lower solvency ratios invested more in non-fixed income assets and had 

poorer performance on both absolute and relative bases than plans with higher solvency 
ratios. 

 
• Larger plans invested a lower proportion of plan assets in pooled funds and performed 

better on both absolute and relative bases than smaller plans. 
 

• Pension funds that invested less in pooled funds generally performed better on both 
absolute and relative bases than those that invested more in pooled funds.  This could be 
explained in large part by the higher investment management fees charged to pooled 
funds. 

 
• Over 75% of the plans did not outperform the market, when actual returns net of 

investment expenses were compared to market index returns. 
 



 

 

 

17

                                                

4.0 Trends Analysis 
 

The following trends analysis incorporates data from all filed reports with valuation dates 
between July 1, 2004 and June 30, 2008.16 
 
4.1  Solvency Funded Status 
 
Table 14 shows a breakdown of plans by solvency ratios for the following valuation years: 
 

• 2004 valuation year: July 1, 2004 to June 30, 2005 
• 2005 valuation year: July 1, 2005 to June 30, 2006 
• 2006 valuation year: July 1, 2006 to June 30, 2007 
• 2007 valuation year: July 1, 2007 to June 30, 2008 
 

The majority of plans have a valuation date of either December 31 or January 1. Plans having 
solvency concerns are required to file valuation reports annually and, therefore, would appear in 
our database for more than one valuation year. 
 

Table 14 - Solvency Ratios by Valuation Year 
 

 
Table 14 shows the distribution of solvency ratios was relatively unchanged between the 2006 
and 2007 valuations, and the ratios for these two years were generally higher than those for 2004 
and 2005. Underfunded plans accounted for 80.2% of the plans that filed a 2006 or 2007 
valuation, compared with 82.4% and 84.1% of those plans that filed a 2004 or 2005 valuation. 
The proportion of reports showing a solvency ratio of less than 80% was 20.3% in 2007, less 
than half of the 45.2% reported in 2005 valuation. 
 

 
16 Plans that had outstanding funding valuation reports were excluded from the analysis in FSCO’s previous report 
(March 2008). Some of those outstanding reports have since been filed. Therefore, the number of plans in each of 
the 2004, 2005 and 2006 valuation years is somewhat higher than in the previous report.  

______2004____ ______2005____ ______2006____ ______2007____ 
Solvency 
Ratio (SR)

 

 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans

% of 
Plans  

SR < 0.60 34     3.6% 37     4.4% 24     2.6% 12     1.8%
0.60 ≤ SR < 0.80 315   33.0% 338   40.8% 164   17.6% 125   18.5%
Sub-Total < 0.8 349   36.6% 375   45.2% 188   20.2% 137   20.3%
0.80 ≤ SR < 0.90 289   30.3% 203   24.5% 303   32.5% 231   34.2%
0.90 ≤ SR < 1.00 148   15.5% 119   14.4% 256   27.5% 174   25.7%
Sub-Total < 1.00 786   82.4% 697   84.1% 747   80.2% 542   80.2%
1.00 ≤ SR < 1.20 117   12.3% 90   10.8% 143   15.4% 103   15.2%
SR ≥1.20 51     5.3% 42     5.1% 41     4.4% 31     4.6%
Total 954 100.0% 829 100.0% 931 100.0% 676 100.0%
Median Ratio 0.83  0.81  0.89  0.88  
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The overall solvency funding position of pension plans remained relatively unchanged from the 
2006 level. In particular, the solvency funding position of pension plans in 2007 was affected by: 
 

• Pension fund returns, with a median return of 1.5%,17 were lower than the liability 
interest rates assumed in the 2006 valuation. 

 
• Deficit reduction special payments were made or contribution holidays were taken during 

2007, which had positive and negative effects, respectively. 
 

• Solvency valuation assumptions remained relatively stable, in comparison with those 
used in the 2006 valuation: 

o The interest rate assumption for calculating transfer values changed from 4.75% 
for all years (effective at the end of 2006) to 4.75% for the first 10 years and 5.0% 
thereafter (effective at the end of 2007). 

o The interest rate assumption used to value immediate pensions decreased from 
4.6% (effective at the end of 2006) to 4.5% (effective at the end of 2007). 

o The mortality assumption remained unchanged as 1994 UP with projection for 
mortality improvement to year 2015. 

 
Chart 4 shows the distribution of solvency ratios at different percentiles. The solvency ratios at 
the 95th percentile have been relatively stable in recent years. All other percentiles experienced 
an increase from the 2005 valuation year to the 2006 valuation year, and remained relatively 
stable for the 2007 valuation year. 
 

   

Chart 4 - Solvency Ratios: 2004 to 2007
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17 Canadian Institute of Actuaries, Report on Canadian Economic Statistics 1924-2007, April 2008. 
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Chart 5 compares plans with a solvency excess to those with a solvency deficit for each of the 
four valuation years from 2004 to 2007, as well as for the three-year valuation period of 2005 to 
2007.18 Chart 5A compares the number of plans and Chart 5B compares the amount of solvency 
excess (deficit). 
 

Chart 5 - Solvency Funding Positions of Ontario Defined Benefit Plans 
 

Chart 5A: Number of Plans
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The number of plans with solvency excesses has remained well below the number of plans with 
solvency deficits. 
 

   

Chart 5B: Amount of Solvency Excess (Deficit)
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18 Individual valuation years include those plans that filed a report with a valuation date that fell during that 
individual year. The 2005-07 period includes only the last funding valuation report filed for a plan with a valuation 
date falling in the period July 1, 2005 to June 30, 2008. The sum of the number of plans included in each of the 
2005, 2006 and 2007 valuation years is higher than the number of plans included in the combined period 2005-2007. 



 

 

 

20

 On a dollar amount basis, plans that filed a report within the three valuation years 2005 to 2007 
reported a net solvency deficit of $9.6 billion (after allowance for expenses) on solvency 
liabilities of $155.4 billion. This represents the aggregate level of under-funding for the DB plans 
registered in Ontario, exclusive of the seven public sector plans and the other excluded plans 
previously described. 
 
Ontario’s legislation allows certain benefits (e.g., post-retirement indexation, consent benefits, 
plant closure and permanent layoff benefits) to be excluded in the calculation of solvency 
liabilities. There were 221 plans that excluded one or more of these benefits, resulting in a 
reduction of liabilities in the amount of $12.5 billion. Thus, the aggregate wind up funding 
shortfall for those plans that filed a report within the three valuation years 2005 to 2007 would 
have exceeded their net solvency deficit by the same amount. This translates into a wind up 
funding deficit of $22.1 billion ($9.6 plus $12.5), after allowance for expenses, on wind up 
liabilities of $167.9 billion. 
 
 
4.2  Actuarial Assumptions  
 
Table 15 shows the interest rate assumptions used in the going concern valuations. There is a 
clear trend of using a lower interest rate assumption since 2004. This downward trend has been 
reported since we started publishing trend statistics for valuation years after 2000.  

 
Table 15 - Interest Rate Assumption by Valuation Year 

 
______2004_____ ______2005_____ ______2006_____ ______2007____  

 
Rate (%) 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

Rate < 5.50 7     0.7% 30     3.6% 55     5.9% 40     5.9%
5.50 ≤ Rate < 6.00 53     5.6% 86   10.4% 132   14.2% 83   12.3%
6.00 ≤ Rate < 6.50 239   25.1% 235   28.3% 290    31.1% 280   41.4%
6.50 ≤ Rate < 7.00 378   39.6% 360   43.4% 374   40.2% 245   36.3%
7.00 ≤ Rate < 7.50 257   26.9% 110   13.3% 79     8.5% 27     4.0%
Rate ≥ 7.50 20     2.1% 8     1.0% 1     0.1% 1     0.1%
Total 954 100.0% 829 100.0% 931 100.0% 676 100.0%
Average (%) 6.51%  6.34%  6.22%  6.17%  
 
The average of the assumed interest rates declined from 6.51% to 6.17% over the four valuation 
years 2004 to 2007 and, for the first time, the interest rate range most often used dropped from 
the 6.50-6.99% range to the 6.0-6.49% range.  
 
The proportion of plans using an interest rate assumption of 7% or more has decreased each year. 
Almost 96% of the plans with a 2007 valuation used an assumed interest rate below 7%. 
 
As a comparison, the Canadian Institute of Actuaries recommended the following select-period 
interest rates for computing minimum transfer values: 5.5% (2004), 4.5% (2005) and 4.75% 
(2006 and 2007). 
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Table 16 shows the relative frequency of the mortality tables used in going concern valuations. 
Almost all plans are now using more up-to-date mortality tables, i.e., the 1994 tables (GAM, 
GAR, UP).  

Table 16 - Mortality Assumption by Valuation Year 
 

___ _2004____ ___  _2005__ ___   _2006__ ___   _2007___  
 
Mortality Assumption 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

# of 
Plans 

% of 
Plans 

1983 GAM 138   14.5% 24     2.9% 14     1.5% 8     1.2%
1994 GAM static 174   18.3% 79     9.5% 54     5.8% 10     1.5%
1994 GAR 7     0.7% 9     1.1% 14     1.5% 8     1.2%
1994 UP 625   65.5% 709   85.5% 826   88.7% 626   92.6%
Other 10     1.0% 8     1.0% 23     2.5% 24     3.5%
Total 954 100.0% 829 100.0% 931 100.0% 676 100.0%
 
In the 2004 valuation year, 84% of the plans used a 1994 table. This percentage was above 96% 
for the 2005 and 2006 valuation years. In the 2007 valuation year, all but 8 plans (99%) used a 
mortality table of 1994 or later.19 
 
The trend towards using more up-to-date mortality tables is particularly evident with the 1994 
UP table. The proportion of plans using that table (with or without projection for mortality 
improvement) has increased each year since 2004 (and earlier), from 65.5% in 2004 to 92.6% in 
2007. 
 

                                                 
19 All of the plans using “Other” mortality assumptions (24 of them) used other post-1994 mortality tables – e.g., 
RP2000. 
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5.0 2008 Projections 
 
5.1    Estimated Funding Contributions in 2008 
 
Table 17 presents the estimated funding contributions – comprising normal costs and special 
payments – that are expected to be made in respect of defined benefits in 2008, including those 
related to defined benefit provisions under hybrid plans. The estimates are based on information 
from the most recently filed funding valuation reports with valuation dates between July 1, 2005 
and June 30, 2008.20 
 

Table 17 – Estimated Funding ($Million) of Defined Benefits in 2008 
 

 Plans with 
Solvency Excess 

Plans with 
Solvency Deficit 

All 
Plans 

Number of Plans 377 1,187 1,564 
    
Employer Normal Cost 
Contributions  $ 1,322 $ 2,007 $ 3,329 
Member Required Contributions $    357 $    179 $    536 
Sub-total  $ 1,679 $ 2,186 $ 3,865 
Special Payments  $      84 $ 2,421 $ 2,505 
Total  $ 1,763 $ 4,607 $ 6,370 

 
The total estimated funding contributions for 2008 are estimated to be $6.4 billion, which is very 
close to the 2007 estimate of $6.5 billion. A $157 million decrease in special payments 
(primarily from solvency valuations) was partially offset by a $63 million increase in normal cost 
and member contributions (from going-concern valuations).  The special payments of $2.5 
billion represent 39% of the total estimated 2008 funding contributions of $6.4 billion.  
 
The table also provides a breakdown of the estimated funding contributions between plans that 
had a solvency excess and plans that had a solvency deficit. The aggregate special payments for 
plans with a solvency excess ($84 million) represent 5% of the total contributions ($1.8 billion) 
for these plans. This compares with the aggregate special payments for plans with a solvency 
deficit ($2.4 billion), which represent 53% of the total contributions ($4.6 billion) for these plans.  
 
The estimated 2008 funding contributions are determined without consideration of prior year 
credit balances, which can be used to reduce required contributions during the valuation period. 
A total of $853.3 million of prior year credit balances were reported for 121 plans that had a non-
zero prior year credit balance. 

                                                 
20 For plans where AIS reported contributions did not extend to the end of 2008, the 2008 estimated contributions 
were determined assuming contributions would continue at the same rate as that reported for the valuation period. 
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5.2 Projected Solvency Position as at December 31, 2008 
 
This section presents a projection of the solvency funding position of DB plans to the end of 
2008 by capturing the impact of investment returns, changes in solvency interest rates and the 
special payments expected to be made during 2008. The methodology and assumptions used are 
described below. 
 
Methodology and Assumptions 
 
The results reported in the last filed funding valuations (i.e., assets and liabilities) were first 
adjusted, where appropriate, to reflect the financial conditions as at December 31, 2007. The 
adjusted results were then projected to the end of 2008, using the following assumptions: 
  

• Sponsors would use all available funding surplus and prior year credit balance, subject to 
any statutory restrictions, for contribution holidays; 

 
• Sponsors would make the normal cost contributions and special payments, if required, at 

the statutory minimum level;21 and 
 
• Amounts of cash outflow would be the same as the pension amounts payable to retired 

members as reported in the last filed funding valuation. 
 
The median investment returns of pension funds (shown in Table 18 below) were used to project 
the market value of assets. The actual investment performance of individual plans was not 
reflected.  

  
Table 18 – Median Pension Fund Returns 

 
Year Annual Rate of Return22

2004  10.1% 
2005  11.8% 
2006  12.3% 
2007    1.5% 
2008 -14.1% 

 
 
The projected liabilities as at December 31, 2007 and December 31, 2008 were determined by 
extrapolating the solvency liabilities from the last valuation, and then adjusting them to reflect 
any changes in the solvency valuation basis, as provided in Table 19. 

 
 
 

                                                 
21 If the valuation period did not extend to the end of the projection period, contributions were assumed to continue 
at the same rate as that reported for the valuation period.  
22 For years 2004 to 2007, the rates are the median investment returns of pension funds provided in the Canadian 
Institute of Actuaries’ A Report on Canadian Economic Statistics 1924-2007, dated April 2008. The rate for 2008 is 
the Canadian pooled balanced pension fund median return in accordance with the Mercer Investment Consulting’s 
Pooled Fund Survey for the period ending December 31, 2008. 
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Table 19 – Solvency Liability Projection Basis 

 
Valuation Date Commuted Value Basis Annuity Purchase Basis 

December 31, 2007 Interest: 4.75% for 10 
years, 5.00% thereafter 
Mortality: 1994 UP 
projected to 2015 

Interest: 4.5% 
 
Mortality: 1994 UP 
projected to 2015 

December 31, 
200823

Interest: 3.75% for 10 
years, 5.25% thereafter 
Mortality: 1994 UP 
projected to 2015 

Interest: 4.55% 
 
Mortality: 1994 UP 
projected to 2015 

 
 
Projection Results 
 
Table 20 presents the distribution of solvency ratios that were reported in the filed funding 
valuations and the distribution of projected solvency ratios (PSRs) derived from the projected 
assets and liabilities. 
 

Table 20 – Distribution of Solvency Ratios 
 

  
Distribution of 
Solvency Ratio 

As at 
Last Filed 
Valuation 

PSR as at 
December 31, 

_2007_ 

PSR as at 
December 31, 

_2008_ 
10th Percentile   79%   81%   69% 
25th Percentile   84%   87%   73% 
50th Percentile   91%   93%   77% 
75th Percentile 100% 100%   81% 
90th Percentile 112% 110%   88% 

 
After several years of improved solvency funding ratios, the projected solvency ratios at 
December 31, 2008 would drop substantially as a result of the market turmoil in 2008. 
 
Table 20 shows that the median PSR is estimated to drop from 93% to 77% between December 
31, 2007 and December 31, 2008. The decrease in PSR was due mainly to the losses from 
negative investment returns for pension funds and a decrease in the interest rates for commuted 
values, partially offset by the funding improvements due to special payments expected to be 
made during 2008. Plans with solvency ratios less than median (and often with higher 
proportional special payments) are expected to see a smaller decrease in PSRs in 2008, while the 
PSRs for plans with solvency ratios above median (and often with lower proportional or zero 
special payments) are estimated to have a larger decrease during the same period. 

                                                 
23 The commuted value basis for the December 31, 2008 solvency projections is based on the Canadian Institute of 
Actuaries’ Standards of Practice for Pension Commuted Values, section 3800, effective February 1, 2005. 
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6.0 Glossary 
The following terms are explained for the purpose of this report: 
 
Defined Benefit Pension Plan: In a DB pension plan, the amount of the pension benefit is 
determined by a defined formula, usually based on years of service. There are several types of 
DB plans, including: 
 

• Final Average – the benefit is normally based on the member’s average earnings over 
the member’s last several years (typically 3 or 5) of employment and years of service; 

• Career Average – the benefit is normally based on the member’s earnings over the 
member’s entire period of service; and 

• Flat Benefit – the benefit is normally based on a fixed dollar amount for each year of 
service. 

 
Defined Contribution Pension Plan: In a defined contribution plan, the amount of the pension 
benefit is based solely on the amount contributed to the member’s individual account together 
with any expenses and investment returns allocated to that account. 
 
Funded Ratio: The funded ratio of a plan is the ratio of the plan’s assets to the plan’s liabilities. 
 
Funding Valuation: This is a valuation of a DB pension plan prepared for funding purposes. 
Two types of valuations are required by the PBA: a going concern valuation, which assumes the 
pension plan will continue indefinitely; and a solvency valuation, which assumes the plan would 
be fully wound up as at the effective date of the valuation. Under Ontario’s legislation, a 
solvency valuation may exclude the value of specified benefits, for example, indexation, 
prospective benefit increases, or plant closure/layoff benefits. 
 
Hybrid Pension Plan: A hybrid pension plan contains both defined benefit and defined 
contribution provisions. 
 
Investment Return: Rate of return on the pension fund for the reporting year, net of all 
investment expenses. 
 
Investment Outperformance: The amount by which the pension fund’s investment return for 
the reporting year exceeds (or falls short of) the corresponding market return determined for the 
same reporting period, using a weighted average of the benchmark market indices for the 
different asset classes of the pension fund’s asset mix. 
 
Liability and Asset Valuation Methods: These are the actuarial methods used by actuaries to 
value the liabilities and assets of a pension plan. 
 
Multi-Employer Pension Plan: A multi-employer pension plan covers the employees of two or 
more employers and is specifically defined in the legislation. Typically, these plans provide 
defined benefits but the required contributions are negotiated through collective bargaining. 
 
Smoothed Market Value: The smoothed market value is determined by using an averaging 
method that stabilizes short-term fluctuations in the market value of plan assets, normally 
calculated over a period of not more than five years. 
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Consultations and Proposed Legislation
2019   2018   2017   2016   2015   2014   2013   2012   2011

This page provides links to consultation papers and proposed legislation primarily related to the
regulation of Ontario pension plans under the Pension Benefits Act and related legislation. Links
to the consultation papers and proposed legislation of other jurisdictions are provided for your
convenience.

 

In addition to the consultation papers and proposed legislation noted here, a number of FSCO
consultation papers, along with information on making submissions, are provided on the
website. All stakeholders are encouraged to review these documents and submit their
comments.
 
 

Consultation on Proposed Amendments to the Pension Benefits Act: Electronic
Communications

On August 6, 2019, the Ontario government released a consultation document that provides
details of proposed amendments to the Pension Benefits Act  to help facilitate further
electronic communication between administrators and members. Comments may be submitted
to the Ministry of Finance by August 27, 2019.

Consultation on Proposed Amendments to Ontario Regulation 193/18 Concerning the
Purchase of Pension Benefits from an Insurance Company

On April 11, 2019, the Ontario government released a consultation document  that provides
details of proposed regulatory amendments to Regulation 193/18 in order to support technical
amendments made to the Pension Benefits Act in the fall of 2018 to clarify the annuity discharge
provision. Comments may be submitted to the Ministry of Finance by May 3, 2019.

Consultation on Proposed Regulations for Variable Benefits

On April 11, 2019, the Ontario government released a consultation document  that provides
details of proposed regulations which are required to proclaim the variable benefits provisions in
the Pension Benefits Act (PBA) into force. The variable benefits provisions in the PBA would
permit a pension plan that provides DC benefits to offer Life Income Fund (LIF)-like payments
directly from the plan through the establishment of a variable benefit account. The proposal also
proposes consequential technical amendments to the Family Law Regulations as well as the
General Regulation 909. Comments may be submitted to the Ministry of Finance by May 3,
2019.

 

Consultation - Ontario's Proposed Funding Rules for Multi-Employer Pension Plans that
Offer Target Benefits: Description of Proposed Regulations

2019

2018
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On April 4, 2018, the Ontario government released a consultation document  that provides a
description of proposed regulations relating to the funding framework for eligible multi-employer
pension plans that provide target benefits.  Comments may be submitted to the Ministry of
Finance by May 4, 2018.

Consultation on Proposed Regulations for Variable Benefits

On March 20, 2018, the Ontario government released a consultation document  that provides
details of proposed regulations, which are required to proclaim the variable benefits provisions in
the Pension Benefits Act (PBA) into force. The variable benefits provisions in the PBA would
permit a pension plan that provides DC benefits to offer Life Income Fund (LIF) - like payments
directly from the plan through the establishment of a variable benefit account. Comments may
be submitted to the Ministry of Finance by May 4, 2018.

Consultation on proposed amendments to Pension Benefits Guarantee Fund (PBGF)
assessments

On January 19, 2018, the Ontario government released a consultation document  that provides
details of proposed amendments to the PBGF assessment formula in Regulation 909 under the
Pension Benefits Act. The changes to the assessment formula are in response to a planned
increase in the PBGF coverage limit to $1500 per month, announced by the government in May
2017 (but which is not yet in effect). Comments may be submitted to the Ministry of Finance
until February 20, 2018.

 

Proposed Amendment to Ontario Regulation 909 under the Pension Benefits Act (PBA):
Provision of Discharge for Purchase of Annuities 


On December 14, 2017, the Ontario government proposed regulatory amendments   under the
PBA, to provide pension plan Administrators with a discharge of liabilities in respect of the
purchase of annuities for former and retired members of a Single Employer Pension
Plan. Comments may be submitted to the Ministry of Finance by January 29, 2018.

Consultation on Reform on Ontario's Funding Rules for Defined Benefit Pension Plans

On May 19, 2017, the Ontario government announced it would be implementing a new funding
framework for defined benefit pension plans.  On December 14, 2017, the government released
a consultation document   Size: ## kb​ that provides details of the proposed amendments
to Regulation 909, to implement many of the May 2017 proposals. The changes are intended to
apply to valuation reports dated on or after December 31, 2017, that are filed after the new
framework comes in force, except if otherwise noted.  Feedback may be submitted to the
Ministry of Finance by January 29, 2018. 

Proposed Amendment to Ontario Regulation 909 under the Pension Benefits Act: Making
Permanent the Temporary Exemption of Certain Jointly Sponsored Pension Plans (JSPPs)
from the Requirement to File a Reference Valuation

JSPPs named in s.47.7.1 of Regulation 909 are exempted until March 31, 2018, from the
requirement to file a reference valuation provision. On September 22, 2017, the Ontario

2017
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government proposed regulatory amendments   to make this a permanent exemption.
Comments may be submitted to the Ministry of Finance by November 9, 2017.

 

Proposed Amendment to Ontario Regulation 909 under the Pension Benefits Act: Extending
the Temporary Exemption for Certain Jointly Sponsored Pension Plans (JSPPs) from the
Annual Valuation Filing Requirement

Certain JSPPs have been temporarily exempted from the solvency concerns filing requirement
until December 31, 2017. On September 22, 2017, the Ontario government proposed regulatory
amendments   to extend the current exemption for these plans for an additional two years.
Comments may be submitted to the Ministry of Finance by November 9, 2017.

Proposed Amendments to Ontario Regulation 909 under the Pension Benefits
Act: Superintendent Consent for Annuity Purchases on Wind Up & Extended Allocation of
Payments from the Pension Benefits Guarantee Fund

Schedule 19 of Bill 70-Building Ontario Up for Everyone Act (Budget Measures) 2016,
introduced new provisions into the Pension Benefits Act (PBA). On August 11, 2017, the Ontario
government proposed regulations   that are required before these sections can be
proclaimed. Comments may be submitted to the Ministry of Finance by September 8, 2017.


Proposed Amendment to Regulation 311/15 under the Pension Benefits Act: broader public
sector Single Employer Pension Plan mergers (SEPPs) with Jointly Sponsored Pension Plans
(JSPPs)

On June 26, 2017, the Ontario government proposed regulatory amendments   under the PBA
to enact changes to better facilitate mergers for those broader public sector employers who
would like to merge their SEPPs with an existing JSPP.  Comments may be submitted to the
Ministry of Finance by July 10, 2017.

Proposed Amendments to Ontario Regulation 909 under the Pension Benefits Act:
Administrative Penalties

On April 28, 2017, the Ontario government proposed regulatory amendments  under the PBA
that would provide the Superintendent of Financial Services (Superintendent) with the authority
to impose administrative penalties if the Superintendent is satisfied that a person is
contravening a prescribed provision of the PBA or the regulations, a requirement imposed by
order, or an obligation assumed by way of undertaking. Comments may be submitted to the
Ministry of Finance by June 12, 2017.  

Proposed Amendment to Ontario Regulation 909 under the Pension Benefits Act: Special
Orders by the Superintendent

On April 28, 2017, the Ontario government proposed regulatory amendments  under the PBA
that would provide the Superintendent of Financial Services with the authority to issue special
orders requiring an administrator, an employer or any other person to prepare and file a new
valuation report or another prescribed type of report in respect of a pension plan, in prescribed
circumstances. Comments may be submitted to the Ministry of Finance by June 12, 2017.  

Proposed Amendments to Regulation 909 under the Pension Benefits Act - Portability
Options for Retired Members
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On January 9, 2017, the Ontario government proposed amendments   to Regulation 909 that
would update references to portability to recognize retired members' access to them. Comments
may be submitted to the Ministry of Finance by January 20, 2017. 
 

 

Proposed Amendments to Regulation 909 of the Pension Benefits Act - Superintendent
Power to Appoint or Act as Administrator    

On September 13, 2016, the Ontario government proposed amendments   to Regulation 909
that would allow the Superintendent of Financial Services to appoint or act as the administrator
of a pension plan in prescribed circumstances.  Comments may be submitted to the Ministry of
Finance by September 22, 2016.

Proposed Amendment to Regulation 909 of the Pension Benefits Act (PBA) - Advisory
Committees

On August 25, 2015, the Ontario government proposed an amendment to Regulation 909  that
would implement section 24 of the PBA, concerning pension advisory committees.  Based
on feedback received during this consultation, on August 22, 2016, the Ontario government
proposed revisions to the amendment  . Two subsections have also been added that would
implement recent amendments made to section 24 of the Pension Benefits Act by the Jobs for
Today and Tomorrow Act (Budget Measures), 2016. The revisions and additions are underlined in
the amendment. Comments may be submitted to the Ministry of Finance by September 12,
2016.

Proposed Amendment to Ontario Regulation 178/11 under the Pension Benefits Act (PBA) -
Solvency Funding Relief for Certain Public Sector Pension Plans

On July 29, 2016, the Ontario government proposed regulatory amendments   under the PBA,
to allow sponsors of pension plans to reduce the minimum required level of solvency funding, on
a temporary basis.  Comments may be submitted to the Ministry of Finance by September 9,
2016.  

Consultation - Ontario Review of Solvency Funding

On July 26, 2016, the Ontario Government released a consultation paper  on solvency funding
in Ontario.  Feedback on key policy issues associated with pension plan funding in Ontario may
be submitted to the Ministry of Finance by September 30, 2016.

Consultation on draft regulations under the Pooled Registered Pension Plans Act,
2015 (PRPP Act) 

On May 28, 2015, the PRPP Act received Royal Assent. The Jobs for Today and Tomorrow Act
(Budget Measures), 2016 amended the PRPP Act to further facilitate harmonization with other
jurisdictions and ensure the efficient operation of pooled registered pension plans (PRPPs).  The
draft regulations  will complete the legal framework for the establishment and administration
of PRPPs in Ontario and enable the PRPP Act to be proclaimed.  Comments may be submitted to
the Ministry of Finance by August 19, 2016 

Consultation regarding 30 per cent Rule on Federally Regulated Pension Plans

2016



2/27/2023 Consultations and Proposed Legislation

www.fsco.gov.on.ca/en/pensions/other_consultations/Pages/default.aspx 5/12

The Department of Finance Canada announced the launch of consultations to assess the value of
the 30 per cent rule  —the rule that restricts federally regulated pension plans from holding
more than 30 per cent of the voting shares of a company—in the prudent management of
pension investments. The consultations will also seek views on the tax policy issues associated
with the growth of active investments by pension plans. Comments on the ongoing usefulness of
the 30 per cent rule and considerations relating to its retention, relaxation or elimination should
be sent before September 16, 2016, by email to: FIN.Pensions-Pensions.FIN@canada.ca. 

Proposed Amendment to Regulation 909 under the Pension Benefits Act (PBA) - Temporary
Solvency Funding Relief for Private Sector Defined Benefit Pension Plans

On May 6, 2016, the Ontario government proposed regulatory amendments  under the PBA
that would provide private sector sponsors of single-employer defined benefit pension plans
temporary solvency funding relief, as announced in the 2015 Ontario Economic Outlook and
Fiscal Review and the 2016 Ontario Budget.  Comments may be submitted to the Ministry of
Finance by May 13, 2016. 

CAPSA Consultation on the Revisions to the Pension Plan Governance Guideline 

On March 11, 2016, CAPSA released a draft of their revised Guideline No. 4: Pension Plan
Governance, and the related Self-Assessment Questionnaire and FAQ Document .  This
consultation is part of CAPSA’s strategic initiative to review and determine if revisions are
necessary to CAPSA’s pension plan governance guidance, which is intended to assist plan
administrators to implement and maintain good governance practices. CAPSA invites comments
from all pension industry stakeholders by June 10, 2016. 

Proposed Amendment to Regulation 909 under the Pension Benefits Act (PBA) - Eliminating
the 30 per cent rule for Pension Investment

On March 14, 2016, the Ontario government proposed a regulatory amendment  to eliminate
the rule that restricts a pension plan from investing in more than 30 per cent of the voting
shares of a corporation, known as the '30 per cent rule'.  Comments may be submitted to the
Ministry of Finance by April 29, 2016. 

​Proposed Amendments to Regulation 310/13 under the Pension Benefits Act (PBA) - Asset
Transfers under Sections 80 and 81 of the PBA 

The current asset transfer rules that came into effect on January 1, 2014, apply only to single
employer pension plans. The proposed regulatory amendments  would allow these existing
rules to also apply to multi-employer pension plans (MEPPs). These amendments are not related
to the proposed framework for Target Benefit multi-employer pension plans. The consultation
draft  is intended to facilitate dialogue concerning the proposed regulatory
amendments. Comments may be submitted to the Ministry of Finance by March 21, 2016. 
 
 

Proposed Amendment to Regulation 178/11 under the Pension Benefits Act - Solvency
Funding Relief for certain Public Sector Pension Plans

Currently, pension plans in stage 2 of the broader public sector solvency funding relief program
are able to make interest only payments for the first 3 years in stage 2 and amortize the

2015
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balance of their stage 2 solvency deficit over the remaining 7 years. This option is only available
to plans that entered stage 2 on or before December 31, 2014. The amending regulation 
would extend this option to all plans accepted to stage 2. Comments may be submitted to the
Ministry of Finance by November 16, 2015. 

Proposed Amendments to Regulations under the Pension Benefits Act – Actuarial Standards

On October 15, 2015, the Ontario government proposed amendments   to Regulation 909, O.
Reg. 287/11(Family Law Matters) and O. Reg. 310/13 (S. 80 and 81 Asset Transfers).  The
amendments would update the commuted value calculation requirements for pensions, to reflect
current actuarial standards of practice.  Comments may be submitted to the Ministry of
Finance by November 30, 2015.

Consultation on draft regulation to amend Regulation 909 under the Pension Benefits Act 
On October 13, 2015, the Ontario government posted for public consultation a draft regulation 

 which would exempt the Hamilton Street Railway Pension Plan from the application of the
Pension Benefits Guarantee Fund and related assessment, on a go-forward basis, effective
January 1, 2016. Comments may be submitted to the Ministry of Finance by November 16,
2015. 

Proposed Amendment to Regulation 909 under the Pension Benefits Act

On August 25, 2015, the Ontario government proposed an amendment  to Regulation 909 
that would implement section 24 of the PBA, concerning pension advisory committees.
Comments may be submitted to the Ministry of Finance by October 13, 2015. 

Target Benefit Multi-Employer Pension Plans (MEPPs)

The Ontario government has released a consultation paper  inviting feedback on key policy
issues associated with developing a new target benefit framework for MEPPs in Ontario. The
proposed framework would address issues such as eligibility conditions, funding rules and
governance requirements.  Comments can  be submitted to pension.feedback@ontario.ca  . 
Due to interest in this consultation, the submission deadline has been extended to October 9,
2015 (from September 25, 2015). 

Draft Regulations under the Pension Benefits Act (PBA) - conversions/merger of
broader public sector single employer pension plans (SEPPs) into jointly sponsored pension
plans (JSPPs)

Bill 14 - the 2014 Budget Bill - amended the PBA to establish a legislative framework permitting
single employer pension plans in the broader public sector to be converted into jointly sponsored
pension plans (JSPPs) or merged into existing JSPPs if specific conditions are satisfied. 
Regulatory amendments are required to proclaim the framework. Consultation on the draft
regulations was completed in February 2015; the feedback has been incorporated into a revised
draft of the proposed regulations  .  Comments are to be submitted to the Ministry of
Finance by August 10, 2015. 

Proposed Amendments to Regulation 909 under the Pension Benefits Act

On April 21, 2015, the Ontario government introduced for consultation proposed amendments
 to Regulation 909.  These amendments would enact changes to strengthen the funding rules for
contribution holidays and benefit improvements. Comments are to be submitted to the Ministry
of Finance by June 12, 2015.  

Proposed Criteria for Exempting New Broader Public Sector (BPS) Multi-Employer JSPPs
from Solvency Funding Requirements 



2/27/2023 Consultations and Proposed Legislation

www.fsco.gov.on.ca/en/pensions/other_consultations/Pages/default.aspx 7/12

On April 15, 2015, the Ontario government has released a consultation paper   on the
proposed criteria that the government might use to evaluate whether newly established multi-
employer Jointly Sponsored Pension Plans (JSPPs) obtain an exemption from solvency funding
requirements. Comments can be sent to the Ministry of Finance by June 1, 2015.

Proposed Regulations under the Pension Benefits Act: Merger of Broader Public Sector
(BPS) Single Employer Pension Plans (SEPPs) with Existing Jointly Sponsored Pension Plans
(JSPPs) or Conversion to new JSPPs 

The 2014 Budget Bill - Bill 14 - amended the Pension Benefits Act to establish a legislative
framework permitting SEPPs in the BPS to be converted into JSPPs or merged into existing
JSPPs, if specific conditions are satisfied.  The Ontario government is inviting feedback on the
key regulations required for the conversion or merger.  The consultation documents  include
the proposed content for the regulations and an overview of the conversion and merger process.
Comments can be sent to the Ministry of Finance  by Feb. 27, 2015.
 

 
 

Ontario Retirement Pension Plan

The Ontario government has released a consultation paper  inviting feedback on key design
details of the new Ontario Retirement Pension Plan (ORPP).  Feedback on questions related to
delivery, administration and the phased implementation can be sent to the Ministry of Finance

 by Feb. 13, 2015. 
  

Proposed Amendment to Regulation 909 under the Pension Benefits Act: Pension
Investment in Infrastructure

On November 6, 2014, the Ontario government proposed a regulatory amendment  with
respect to exemptions from the 30 per cent rule for pension investment in infrastructure.
Comments may be submitted to the Ministry of Finance by January 9, 2015.
 

Proposed Amendments to Regulation 909 of the Pension Benefits Act

The Ontario Government has incorporated feedback from the April-June 2014 consultation and is
proposing the following amendments: 
 

Disclosure of Environmental, Social and Governance Factors in Statements of Investment
Policies and Procedures
Statements for Former and Retired Members 

There is also a proposal to amend  subsection 20(3) of the Regulation so that it applies only to
section 42(1)(b) and (c) of the Act:

 

Commuted value transfers from Ontario plans to plans in other Canadian jurisdictions 

Comments may be submitted to the Ministry of Finance by October 24, 2014.  

2014
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Proposed Amendment to Regulation 909 of the Pension Benefits Act - Statements for
Former and Retired Members

On April 25, 2014, the Ontario government proposed regulatory requirements  to implement
s. 27(2) of the PBA, requiring plan administrators to provide periodic statements to former
members and retired members.  Comments may be submitted to the Ministry of Finance no
later than June 16, 2014.
 

Proposed Amendment to Regulation 909 under the Pension Benefits Act: Disclosure of
Environmental, Social and Governance Factors in Statements of Investment Policies and
Procedures

On April 25, 2014, the Ontario government proposed regulatory amendments  that would
require plans to file Statements of Investment Policies and Procedures (SIPPs) with the regulator
and to disclose whether or not their SIPPs address environmental, social or governance factors.
Comments may be submitted to the Ministry of Finance  no later than June 16, 2014.
 

Proposed Amendment to Regulation 909 under the Pension Benefits Act: Updated filing
requirements to reflect recent changes to accounting standards

On April 25, 2014, the Ontario government proposed regulatory amendments  to update
Section 76 of the General Regulation of the Pension Benefits Act (PBA) to reflect updates to the
Chartered Professional Accountant (CPA) Canada Handbook, previously referred to as the
Canadian Institute of Chartered Accountants (CICA) Handbook.  Comments may be submitted to
the Ministry of Finance no later than June 16, 2014. 

 

Proposed Amendment to Regulation 909 under the Pension Benefits Act - Direct Payments
from Pension Plans which provide Defined Contribution Benefits

On April 25, 2014, the Ontario proposed regulatory amendments  that would allow pension
plans which provide a defined contribution benefit to pay retirement income directly to
members, based on Life Income Fund amounts under the PBA. Comments may be submitted to
the Ministry of Finance  no later than June 10, 2014.
 

  

Proposed Amendment to Regulation 909 - Exemption for U.S. government securities from
the "10 per cent rule"

On February 5, 2014, the Ontario government proposed a regulatory amendment that would
modify one of the quantitative investment limits that apply to registered pension plans in
Ontario, which promotes diversification by restricting a plan administrator from investing more
than 10 per cent of a pension plan's assets in a single entity, or two or more associated entities
or affiliated companies. The proposed amendment   would remove this restriction for
investments in securities issued and fully guaranteed by the government of the United States of
America. Comments on the proposal can be submitted to the Ministry of Finance  on or before
February 18, 2014.
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Pooled Registered Pension Plans (PRPP) 

On November 29, 2013, the Ontario government issued a consultation paper titled “Consulting
on a Framework for Pooled Registered Pension Plans in Ontario”.   The Ministry of Finance is
seeking feedback from all interested parties on how a PRPP framework would be best
implemented in Ontario.  Comments can be submitted to the Ministry of Finance on or before
January 20, 2014. 

 Letters of Credit - Public Sector Single Employer Pension Plans
On October 29, 2013, the Ontario government posted for comments, details of a draft regulatory
amendment   to extend the letter of credit (LOC) provisions to employer sponsors of SEPPs in
the public sector that meet certain criteria. Comments may be submitted to the Ministry of
Finance no later than December 31, 2013.

Consultation on Pension Asset Transfers

On July 2, 2013, the Ontario government posted for public consultation a draft regulation
 which would allow for the transfer of pension assets between pension plans that have been
affected by a corporate restructuring, including the sale of a business, in either the public or
private sector, while protecting benefit security for plan members and pensioners.  Comments
may be submitted to the Ministry of Finance  no later than September 9, 2013.


Consultation on Pension Transfers – Public Sector Pension Plans 

On February 21, 2013, the Ontario government posted for public consultation a draft regulation
 which would allow eligible members, former members and retired members of certain public

sector pension plans to consolidate their pension benefits as a result of past government-
initiated restructurings.  Comments may be submitted to the Ministry of Finance  no later than
April 15, 2013.
 

 
 
 

Facilitating Pooled Asset Management for Ontario’s Public-Sector Institutions
On November 16, 2012, the Ministry of Finance released “Facilitating Pooled Asset Management
for Ontario’s Public-Sector Institutions  “, a report to the Minister of Finance from William
Morneau, Pension Investment Advisor.  This report follows an extended period of consultation
and research, and contains a discussion of investment issues and recommendations for Ontario
public sector pension plans.  

Financial Hardship Unlocking 

On November 13, 2012, the Ontario government released for consultation a proposed
restructuring of the financial hardship unlocking program  , which is intended to create a
simpler and more efficient procedure for applicants requesting a withdrawal from their locked-in

  2013

   2012
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account based on financial hardship.  Comments may be submitted to the Ministry of Finance no
later than January 7, 2013.  

Alberta government introduced the Employment Pension Plans Act
On October 25, 2012, the Alberta government introduced into its legislature Bill 10, the
Employment Pension Plans Act  .  

 Consultation on Proposed Regulation Respecting Letters of Credit
On July 30, 2012, the Ontario government posted for public consultation details of a draft
regulatory amendment   relating to letters of credit.  Comments may be submitted to the
Ministry of Finance no later than August 31, 2012.  

Consultation on the Pooling of Pension Fund Assets of Broader Public Sector (BPS) Pension
Plans

As announced in the 2012 budget, the Ontario government intends to introduce a legislative
framework in Fall 2012 that would facilitate the pooling of pension fund assets in the BPS.  Mr.
Bill Morneau has been appointed as a special Pension Investment Advisor to lead the
implementation process.  The views of individual plans, affected stakeholders and other
individuals and groups are being sought on a number of questions  . Comments can be
submitted to the Ministry of Finance on or before June 30, 2012.  

Consultation on draft regulatory amendment - Public sector pension plans
On May 16, 2012, the Ontario government posted for consultation a draft regulatory amendment

 relating to filing extension for certain pension plans in the public sector and broader public
sector for public comment.  Comments for the draft amendment may be submitted to the
Ministry of Finance no later than June 11, 2012.  

Consultation on draft regulatory amendments under the Pension Benefits Act
On April 30, 2012, the Ontario government posted for consultation draft regulatory
amendments   relating to retired member, immediate vesting, surplus provisions and other
changes.  Also posted is an outline of the regulations   required to implement sections of 74
and 74.1 of the Pension Benefits Act (grow-in) and a clarification of the circumstances under
which the Superintendent may order the wind up of a pension plan.
 
Draft regulations relating to grow-in   and to disclosure requirements  were posted on May
3, 2012 and May 9, 2012 respectively.  
 
Comments for any of these postings may be submitted to the Ministry of Finance no later than
June 1, 2012.  The announcement relating to these can be accessed via the ontariocanada.ca 
 website. 

 Consultation on New legislative framework for jointly sponsored public sector pension
plans

On April 25, 2012, the Ontario government released for consultation a new legislative framework
for jointly sponsored public sector pension plans  .

 

 
 

  2011



2/27/2023 Consultations and Proposed Legislation

www.fsco.gov.on.ca/en/pensions/other_consultations/Pages/default.aspx 11/12

Nova Scotia government announced a new Pension Benefits Act
The Nova Scotia government announced on November 15, 2011 a new Pension Benefits Act (the
“Act”) to modernize the Act, and to harmonize with the legislation of other jurisdictions.  For
more information, see the Labour and Advanced Education website of Nova Scotia  . 

CAPSA Guidelines on Pension Plan Prudent Investment Practices, Self-Assessment
Questionnaire on Prudent Investment Practices, and Pension Plan Funding Policy

On November 15, 2011, CAPSA released:
 

Letter to Stakeholders 
Guideline No. 6 on Pension Plan Prudent Investment Practices 
Self-Assessment Questionnaire on Prudent Investment Practices 
Guideline No. 7 on the Pension Plan Funding Policy 

The prudent investment practices guideline and companion questionnaire are intended to
provide guidance to plan administrators on how to demonstrate the application of prudence to
the investment of pension plan assets.  The funding policy is intended to provide guidance on
the development and adoption of funding policies.  Additional information is available on the
CAPSA website www.capsa-acor.org  .

Consultation on Transfer Agreements under s. 80.1 of the Pension Benefits Act (PBA)

On July 5, 2011, the Ontario Government posted the intended content of the regulations
pursuant to section 80.1 of the Pension Benefits Act that will allow certain public sector pension
plans to negotiate agreements that will give eligible employees an opportunity to consolidate
their pension benefits from past government-initiated restructurings. Comments on these
proposals  can be made until August 19, 2011.  

Bill 33 - amendments to the Pension Benefits Act of Manitoba 

The Manitoba government has introduced Bill 33  that would amend the Pension Benefits Act
(PBA) of Manitoba to allow the province’s superintendent of pensions to register a lien against all
property of an employer, including real estate, for failure to pay into a plan. Section 4 of the Bill
amends section 11(3) of the Manitoba PBA relating to multi-jurisdictional pension plans.  

Bill 173 - Better Tomorrow for Ontario Act, 2011

On May 5, 2011, the Ontario Government ordered for third reading of Bill 173  . Schedule 35
of the bill contains several proposed amendments to the Pension Benefits Act. One of these
proposed amendments permits a pension plan to provide a provision within its plan terms that
allows a former member to transfer the commuted value of his or her deferred pension towards
the purchase a life annuity. Note: this provision would change the earlier amendment proposed
in Bill 135 which would have seen this option disappear in June 2011.  

Risk-Based Regulation Framework  sol

This consultation paper   solicits pension stakeholders’ comments and feedback on FSCO’s
proposed broad-based framework for the risk-based regulation of pension plans in Ontario. The
purpose of introducing this framework is to improve FSCO’s overall effectiveness in its
monitoring of key pension risks, and to ensure appropriate regulatory response is taken by
FSCO to address risk situations, thereby better protecting the interests of pension plan
beneficiaries.  

 Bill 133, Family Statute Law Amendment Act, 2009  
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On March 3, 2011, the Ontario Government  released draft regulations   and consultation
paper   (PDF) in support of the previously enacted amendments to the Pension Benefits Act
related to family law matters. The draft regulations provide the details related to the valuation,
division and settlement of pension assets on the breakdown of a spousal relationship. The
consulation paper outlines the contents of the draft regulations that are currently under
consideration. Comments on these documents can be made until April 18, 2011. 

 CAPSA Guideline on Fund Holder Arrangements

On March 1, 2011, CAPSA released a Guideline on Fund Holder Arrangements (Guideline No. 5).
The guideline highlights the governance principles related to fund holder arrangements,
identifies the types of fund holder arrangements permitted, discusses roles and responsibilities
of key players and provides information on what the regulator looks for when examining fund
holder arrangements. A copy of the Guideline  , Guideline Table  and Letter to stakeholders 

 are available on the CAPSA website (www.capsa-acor.org  ).

CAPSA Consultation - Draft Guideline and Self-Assessment Questionnaire on Pension Plan
Prudent Investment Practices, and Draft Guideline on Pension Plan Funding Policy

On March 1, 2011, CAPSA released a draft Guideline and Self Assessment Questionnaire on
Pension Plan Prudent Investment Practices and a draft Guideline on Pension Plan Funding Policy
for stakeholders’ review and comment. A copy of the draft guideline (Prudent Investment
Practices ,Funding Policy  ), draft self assessment questionnaire   and letter to
stakeholders   are available on the CAPSA website (www.capsa-acor.org  ). The deadline for
submissions is June 1, 2010. 

Proposed Amendment to Regulation 909

The Ontario Government  , on February 10, 2011 released two proposed regulations
(Temporary Funding Relief   & Filing Extension  ) with respect to funding relief for certain
single employer, defined benefit or hybrid plans within the broader public sector, including
Ontario university pension plans. In an exchange for the relief, plan sponsors would be expected
to adopt plan changes that would make their plans more sustainable in the long term. Details 
 of the relief measures would be outlined in an amendment to the regulations, which is expected
to come into effect by mid-May 2011. Comments on the proposal can be made until March 28,
2011.
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Executive Summary

This document describes a broad-based framework proposed by the Financial Services
Commission of Ontario (FSCO) for the risk-based regulation of pension plans in Ontario. The
purpose of introducing this framework is to improve FSCO’s overall effectiveness in its
monitoring of key pension risks, and to ensure appropriate regulatory response is taken by FSCO
to address risk situations, thereby better protecting the interests of pension plan beneficiaries.
It also serves in part to address the Ontario Expert Commission on Pensions’ recommendations
in regard to FSCO, which are contained in a report entitled A Fine Balance – Safe Pensions,
Affordable Plans, Fair Rules.

Our proposed framework is grounded on the following five principles:

 Proactive – We will take proactive measures to promote compliance and to reduce risks
to plan beneficiaries;

 Focused – We will focus our attention on those plans posing the most serious risks to
the security of plan beneficiaries’ benefits;

 Proportionate – Our regulatory response will be proportionate to the risks identified,
with due regard to the probability and impact of risk, and we will intervene on a specific
basis only when necessary;

 Consistent – We will apply our approach consistently and in a way that minimizes
uncertainty about our likely response; and

 Informed – Our assessment of risk and regulatory response will be informed by the
evidence gathered from appropriate sources.

In addition, our approach is building on existing risk-based processes that have proven to be
effective. The risk-based approach as proposed in this consultation document will apply to any
Ontario registered pension plan that provides either defined benefit (DB) or defined
contribution (DC) benefits, or both.

The core of the framework is a Regulatory Response Model, which includes a trigger mechanism
based on readily available information and supported by a plan specific assessment process to
identify plans posing the greatest risks. Both the likelihood and impact of risk are taken into
account in the assessment process. As well, a certain degree of judgment will be required
depending on the nature of the risks being assessed.
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In designing the trigger mechanism and assessment process, we intend to focus initially on five
risk areas, namely:

 funding risk,

 investment risk,

 administration risk,

 governance risk, and

 sponsor/industry risk.

Once a plan is judged to pose a high risk, we would look carefully at the circumstances of the
plan before deciding on the appropriate regulatory actions to take, which may include
prosecution under the Pension Benefits Act.

The following chart depicts the Regulatory Response Model.

The proposed framework is a significant change to the way in which FSCO regulates. The full
implementation of the framework will take time and flexibility will need to be built into
transition plans as implementation is phased in. We plan to carry out over the next three years
the following activities:

1. Enhance existing risk-based processes - integrating the monitoring and review of funding
and investment risks; adding other risk factors (e.g., late filings, stakeholder complaints)
to the trigger mechanism; strengthening site examinations.

2. Enhance stakeholders’ understanding of FSCO’s risk-based approach.
3. Establish a quality control and maintenance process.
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Consultation Questions

FSCO would like to hear from administrators and other interested stakeholders on the risk-based
regulation framework (Framework) proposed in this document. We welcome comments on the
following:

General questions
1. Do you agree with FSCO’s overall approach to risk-based regulation?
2. Do you think that the proposed Framework will help FSCO more effectively regulate

registered pension plans?

Specific questions

Section 1 sets out the objectives for FSCO’s risk-based regulation of pensions and the design
principles in creating the Framework.

3. Do you agree with the design principles on which the Framework is based?

Section 2 gives an overview of the Regulatory Response Model, describes the risk universe
and risk assessment methodology, identifies the data sources and regulatory tools necessary
to assess risks and to carry out the regulatory response, and describes the regulatory
process flow.

4. Do you agree that the Regulatory Response Model is an appropriate way to regulate pension
plans and to guide regulatory response actions?

5. Are the risk universe and related risk indicators appropriate for risk assessment purposes?
Are there any other risk indicators that should be taken into account?

6. Have we identified the right data sources and regulatory tools in support of the Framework?
Are any data unnecessary or too difficult to obtain? Are there any additional data we should
collect and use?

7. Do you have any comments on the regulatory process flow and the related business
processes?

Section 3 outlines the principal activities FSCO plans to carry out over the next three years
for transition to the Framework.
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8. Do you consider the transition plan reasonable, in the light of FSCO’s regulatory capacity and
the stakeholders’ expectation?

9. Do you agree that the proposed stakeholder education and engagement activities would
enhance stakeholders’ understanding of FSCO’s risk-based regulation approach?

How to Provide Comments
FSCO welcomes comments regarding this consultation document.  There are several ways to
submit your comments.

1) You may send your comments by email to: Tim.Thomson@fsco.gov.on.ca. Please include
in the subject line of your email “Risk- Based Regulation Framework.”

2) You may mail your comments to:
Attention: Tim Thomson, Project Manager
Financial Services Commission of Ontario
5160 Yonge Street, Box 85
Toronto ON  M2N 6L9

Please include a subject line in your letter referencing “Risk Based Regulation
Framework.”

3) You may send your comments by fax to (416) 226-7787.  Please include a subject line in
your fax referencing “Risk-Based Regulation Framework.”

If you need clarifications on the technical aspects of the proposed Framework prior to
submitting your response, please contact either:

George Ma, Chief Actuary
Tel: (416) 226-7785
Email: George.ma@fsco.gov.on.ca

or

Lester Wong, Senior Actuarial Consultant
Tel: (416) 226-7784
Email: lester.wong@fsco.gov.on.ca
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Please note that we may publish the feedback you send us as part of our response to the
consultation. If you wish your comments to remain anonymous, please state this explicitly in
your response.

If you wish your response to be kept confidential, please state so and we will take the necessary
steps to meet your request. However, please be aware that, should we receive a formal request
under Freedom of Information legislation, we may be required to make your response available.

When responding, please advise whether you are responding as an individual or on behalf of an
organization.  If responding on behalf of an organization, please specify the organization.

Closing date
This consultation document was published on March 8, 2011. The closing date for responses to
this consultation is April 7, 2011.
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1. Introduction

1.1 Background

Over the past decade pension regulators around the world have been moving towards risk-
based regulation. This trend has been sparked by a desire to address funding issues, as well as to
promote good governance and risk management practices, in recognition that pure compliance
approaches are limited.  As an initial step, FSCO has instituted processes addressing funding and
investment risk.

The Ontario Expert Commission on Pensions recommended in its report A Fine Balance – Safe
Pensions, Affordable Plans, Fair Rules that FSCO should:

 Develop a program of proactive monitoring, auditing, inspections and investigations
directed especially at plans whose profiles, sponsors’ profiles or sectoral location suggest
that they may be at risk of failure or of significant under-funding.

 Expand and update its existing systems for monitoring risks, ensure that these systems
are designed and administered by expert staff, and supplement them with other
strategies for detecting plans at risk.

 Be empowered to undertake remedial measures based on the results of its proactive
monitoring.

Furthermore, FSCO’s assessment is that:

 Current pension regulatory programs at FSCO may not identify all key risks inherent in
pension plans and may not adequately protect the interests of pension plan
beneficiaries. FSCO pension resources can be allocated more effectively to address
pension plan risks.

 Through the expansion and enhancement of its existing risk-based monitoring programs,
FSCO could better monitor primary pension risks, and ensure appropriate steps are
taken to address non-compliance and risk taking without proper risk governance,
thereby better protecting the interests of pension plan beneficiaries.

 With access to consolidated data and information collected from stakeholders and other
available sources, and the provision of sufficient regulatory authority and resources,
FSCO would be equipped to address non-compliance and to mitigate potential risk to
pension plans and their beneficiaries in a more timely, effective and efficient manner.
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A project to enhance risk-based regulation was established by FSCO in 2009, in response to the
Ontario Expert Commission on Pensions Report that recommended, inter alia, developing a
program of proactive monitoring of pension plans and updating systems and processes to detect
plans at risk.

The Framework as proposed in this document builds on the existing risk monitoring programs
that have proven to be effective and considers a broader universe of pension plan risks including
those related to administration, governance and sponsor related risks.

The Framework provides for a base level of regulation across all pension plans including
monitoring of key risk indicators, improved dialogue with pension stakeholders, and promotion
of best practices.  Above this base level, the Framework directs resources to those plans that are
exposed to or exhibit greatest risks. It is expected that this approach would help FSCO more
effectively monitor and manage the risk of pension plan failure and optimizes its use of
regulatory resources.

The Framework presented herein is based on consideration of the pension plan environment in
Ontario, the current regulatory activities of FSCO’s Pension Division, as well as leading practices
in risk-based regulation that have been adopted by The Pensions Regulator in the United
Kingdom, the Australian Prudential Regulation Authority, the De Nederlansche Bank in the
Netherlands, and the Office of the Superintendent of Financial Institutions of Canada.
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1.2 Objectives

The objectives for FSCO’s risk-based regulation of pensions are set out below:

 Regulation should enhance the security of plan beneficiaries’ benefits.

 Regulation should reduce the risk of situations which may lead to calls on the Pension
Benefits Guarantee Fund (PBGF).1

 Regulation should ensure compliance with the law, in particular ensuring FSCO
discharges its responsibilities set out in the Pension Benefits Act.

 Regulation should encourage sponsors and plan administrators to adopt good
governance, risk management and business practices.

These objectives are broadly consistent with those observed at peer regulators. The risks that
are addressed on the basis of the above objectives are defined by the Risk Universe contained
within the Framework.

1 It should be noted, however, that we do not regard our objective of reducing the risk of situations which may lead to calls on

the PBGF as meaning that this risk should, or could, be reduced to zero. As the causes of calls on the PBGF are very diverse,
particularly those related to employer insolvency, it is not possible for the regulator to achieve this outcome. In addition, FSCO
needs to balance the extent of its regulatory oversight with the administrative burdens put on the plan sponsors.
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1.3 Design Principles

In designing the Framework, a number of key principles have been considered. These design
principles assist in creating a framework that is consistent with the risk-based regulation
objectives and recognize FSCO’s current resources, activities and plans. The key principles are as
follows:

 Proactive – The Framework should entail proactive measures to promote compliance and to
reduce risks to plan beneficiaries, recognizing that prevention is better than cure.

 Focused – The Framework should encourage a focus on the appropriate risk areas, minimize
side effects, and ensure resources are targeted towards plans and areas of higher risk.

 Proportionate – The Framework should enable FSCO to plan its regulatory activities
proportionate to the risk involved. This includes use of high impact regulatory tools towards
areas of higher risk and intervention only when necessary.

 Consistent – The approach applied within the Framework should be consistent and in a way
that minimizes uncertainty about our likely response.

 Informed – Risk assessment and our regulatory response should be informed by the
evidence and due attention should be paid to emerging risks.

In addition, FSCO already has some risk-based monitoring processes that have proven to be
effective and these would be built upon.
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2. The Proposed Framework

The following chart depicts the component parts of the Framework. The key elements of the
Framework are described more fully in the balance of this document.

Figure 2.1
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2.1 Regulatory Response Model

The Regulatory Response Model, illustrated by the diagrams in this section (Figures 2.2 – 2.4),
lies at the core of the Framework. The diagrams summarize our approach to prioritizing
regulatory work according to risk. Both the probability and the impact of risk are taken into
account in determining FSCO’s level of response in specific cases.

The Framework envisages that the model will be used to assess plan and transaction risks on an
ongoing basis. Plans and transactions will be classified within the model depending on their risk
characteristics.  Consideration of the risk universe and related risk indicators should be made in
determining the quadrant into which a plan or transaction falls.

The model provides for a base level of regulation across all pension plans including a focus on
industry education, promotion of best practices and monitoring of risk indicators.  Above this
base level, the model directs resources to those plans that are exposed to or exhibit greater
risks.  It is expected that this approach would help FSCO more effectively manage the risk of
pension plan failure and optimize the use of regulatory resources.
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Figure 2.2

Figure 2.3
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Figure 2.4
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2.2 Risk Universe

The proposed risk universe is intended to capture broadly the risks inherent in pension plans.
Risk indicators for key risks will be developed and tracked for all plans.  They are used as
guidance when applying the Regulatory Response Model and in performing more detailed risk
assessments. While it describes the various risks that could potentially be considered, judgment
will be applied to determine what risks to review in specific cases and to what extent.

It is recognized that some of the risks will be more challenging to assess than others. In some
cases, the tools or information to make meaningful assessments of specific risks are not
currently available. Therefore, more emphasis will be given to those risks in the universe for
which meaningful and relevant assessments can be made.

The Framework envisages that detailed risk assessments will be performed primarily on plans
identified to be high risk.  However, detailed risk assessments will also be performed on other
plans periodically as part of the quality control process to ensure that the Framework remains
effective.

The risk universe focuses on risks within pension plans. The following is a suggested risk
universe categorization:

 Funding Risk

 Investment Risk

 Administration Risk

 Governance Risk

 Sponsor/Industry Risk

Definitions and examples of risk considerations for each category are set out in Table 2.1 below.
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Table 2.1

Risk Area Example Inherent Risk Considerations

Funding Risk
The risk to member benefits posed
by shortfalls in plan funding

• Appropriateness of actuarial assumptions and methods used in
valuations

• Plan solvency per actuarial reports and internal (FSCO)
estimates

• Timeframe for plan recovery
• Late or unremitted contributions

Investment Risk
The risk of exposure to changes in
the value of plan assets that
support the plan liabilities

Market Risk (exposure to changes in market prices)
• Volatility of investment products
• Complexity and liquidity of investments

Matching Risk (risk of mismatch between assets and liabilities)
• Difference in average duration between assets and liabilities
• Classes of investments held vs. liabilities for  active / retired

members

Credit Risk (risk of counterparty failing to meet obligations)
• Credit quality of assets

Administration Risk
The risk associated with inefficient
or insufficiently effective
processes or organization in the
administration of the plan

• Benefit processing (accuracy, timeliness and communication)
• Complex plan arrangements
• Recordkeeping procedures
• Errors / complaints: Frequency and response effectiveness
• Late filings / errors in filings
• Multi-jurisdictional plans
• Regulatory compliance

Note: Some aspects can only be assessed through plan
examination
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Table 2.1

Risk Area Example Inherent Risk Considerations

Governance Risk
The risk associated with lack of or
poor governance practices

• Existence of code of conduct / policies and procedures
• Use of qualified outsourced providers and oversight by the plan

administrator
• Existence of oversight / monitoring / supervision policies and

evidence that policies are followed (i.e. internal controls)
• Information, performance measures and risk management

processes

Note: Some aspects can only be assessed through plan
examination

Sponsor/Industry Risk
The risk of sponsor insolvency or
potential adverse financial impact
due to industry-wide events

• Continuity / financial strength of pension plan sponsor
• Business outlook of Industry sector; industry reports
• Mergers / acquisitions /Downsizing
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2.3 Risk Indicators

The Framework recommends that risk indicators be developed consistent with the risk universe.
When developing risk indicators, consideration should be given to the following:

 FSCO’s ability to obtain, track and report on the risk indicator;

 The ability to leverage current processes and information tracked by FSCO;

 The relative importance of the risk indicator in identifying plans at risk;

 The total number of risk indicators – including consideration that too many indicators
can reduce the usefulness of the indicator concept as it can be difficult to assess which
indicators are relevant for which plan.

The Framework recommends that a tool be developed to present the risk indicators through
taking quantifiable / measurable risk-based metrics and presenting these in an appropriate
format. The appropriate format will be one that can be supported by FSCO’s IT system and that
presents the indicators clearly and concisely (e.g. on one page / screen, such as a dashboard
format).

The primary purpose of the risk indicator tool is to provide an initial pre-screening to establish a
preliminary assessment within our Regulatory Response Model. The tool will highlight potential
key risk areas for further analysis, and supports staff in the next level of review within the
Framework.

The risk indicator tool will likely include indicators that can be automated and others where
manual input is required.  For example, funding risk and investment risk indicators can build on
the data collected in the AIS and IIS filings and for which we have already established some risk-
based monitoring processes. These existing processes can be used (perhaps with modifications)
to provide the risk indicator ratings in an automated fashion.  Other indicators, such as sponsor
specific risks, may be identified through manual processes such as media searches.

The risk indicator tool can be implemented initially based on information currently available in
our database. Over time, the risk indicators to include in the tool will be refined based on
availability of information as well as our experience with each indicator’s effectiveness in
satisfying the main purpose of the tool.

Indicators to consider for initial implementation are shown in Table 2.2 below.
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Table 2.2

Risk Category Risk Indicator Potential Rating Method

Funding
Flags based on AIS data

System rule based on AIS process (e.g. plan
solvency, actuarial assumptions, actuarial
gains/losses, demographics, etc.)

Late or unremitted Contributions
System rule based on frequency, tardiness and
size of late contributions

Investment Flags based on IIS data
System rule based on IIS process (e.g. regulatory
breach, investment performance, asset/liability
mismatch, etc.)

Administration Late Filings
System rule based on frequency and lateness of
late filings

Complaints
System rule based on number and severity of
complaints

Non-compliance Manual input

Complexity of plan structure Flag based on existing data

Multijurisdictional plan Flag based on existing data

Benefits processing Manual input based on plan examination results

Governance

Plan type Flag based on existing data

Audit Report
Manual input based on issues identified in audit
report

Policies and procedures Manual input including plan examination results

Sponsor/Industry

Industry outlook Manual input

Mergers/acquisitions/downsizing Manual input

Sponsor insolvency Manual input
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2.4 Detailed Risk Assessments

As discussed earlier, detailed risk assessments are recommended for plans or transactions
designated as higher risk through the Regulatory Response Model, as well as other plans on a
selective basis.  Such risk assessments can provide the following benefits:

 More comprehensive approach whereby staff more fully consider the risks faced by the
plan, taking into account the plan’s specific circumstances;

 Confirm or otherwise modify initial risk assessment provided mainly by system-based
approach;

 Risk factors are not considered in isolation, but rather a “holistic” approach is taken to
obtain a more complete picture of the risks involved;

 The documentation of risks assists in developing appropriate regulatory responses;

 Ability to track how risks are changing over time and highlights new risks;

 The process can identify plans that are no longer high risk;

 Risk assessment provides direction and focus to the plan examination process;

 The documentation allows for ex-post reviews of the risk assessment process and risk
universe, assisting in future improvements to the regulatory approach.

Detailed risk assessments are intended for internal purposes only and would be used as a tool to
guide regulatory action or dialogue. While there will be some structure in performing detailed
risk assessments, they will be customized as needed to fit the particular circumstances of the
plan or transaction being reviewed. It does not result in a standardized report.

In performing the detailed risk assessment, the elements from the risk universe will be
prioritized based on what is deemed most relevant as well as the availability and quality of
information. It is unlikely that all elements of the risk universe would be considered in any
particular case.

It is intended that material concerns and issues arising from the detailed risk assessments would
be communicated and shared with the plan administrator. This provides an opportunity for the
administrator to address these concerns and issues through constructive dialogue. Further
regulatory action, if any, would be guided by the outcome of such a process.

Please see Appendix for illustrations of what a detailed risk assessment might entail.



Risk Based Regulation Framework

March 8, 2011 Page 22 of 50
Financial Services Commission of Ontario

2.5 Regulatory Powers and Tools

Regulatory tools are generally set out in legislation but can also include actions taken by the
regulator to influence through moral suasion (e.g. stakeholder communication, educational
material, guidance on industry best practices).

Regulatory powers and tools assist the regulator in performing its regulatory duties and
influencing the actions of the regulated entities. These include powers and tools which:

 Enable the regulator to monitor plans to help identify plans that are at higher risk,
for example through providing early warning signals.

 Help the regulator change the behavior of plan administrators and sponsors, which
can include educational tools such as best practice guidance as well as deterrence
tools that deal with known instances of non-compliance.

Powers which enable the regulator to monitor plans, particularly when the regulator indicates
the reasons for monitoring and the risks being monitored, may also influence the behaviour of
administrators since administrators know that their plans are being monitored.

The Framework is generally designed to be consistent with the powers of FSCO under the
current Pension Benefits Act and regulations.

In reviewing the Framework and processes used by peer regulators in other jurisdictions, it was
noted that some have other powers and tools available to them that FSCO does not have. Some
of these powers and tools are mentioned in this document and may be recommended for future
legislative reform. Note, however, that FSCO does not have any authority to make legislative
changes, and therefore they are presented herein primarily for informational purposes.

The following diagram provides an overview of key regulatory tools for risk-based regulation.
The proportionate nature of the tools is illustrated through the categories: Educate Monitor and
Deter.  For illustrative purposes, included are certain tools that currently do not exist and would
require legislative change to bring about.
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Figure 2.5

The use of many of the regulatory powers and tools will require coordination between the
regulatory functions and other functions such as policy, legal, and enforcement.
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2.6 Data Sources

The data obtained by FSCO through plan filings is broadly consistent with those of leading risk-
based peer regulators.  As such the Framework does not recommend wholesale changes to plan
filings although certain enhancements are discussed in this document.

The Framework also recommends that additional information could be collected outside the
plan filings to assist with monitoring risks within the broader risk universe. As well, should FSCO
obtain legal powers to collect additional information, such information can be used within the
Framework.

This section considers three categories of data source enhancement:
A. Existing data that can be used in an enhanced manner.
B. New data to consider collecting absent legislative change
C. New data that may be provided pursuant to legislative change

A. Existing Data That Can Be Used In an Enhanced Manner
This includes information that is currently collected or available in some form, which can, for
example, be used to enhance the risk indicator tool including:
• Complaint information. A process is currently being implemented to track complaint

information and to categorize by severity. Metrics for tracking complaint information can
be used to facilitate risk indicator reporting.

• Unremitted contributions.  Plan trustees notify FSCO when required contributions are
not made.

• Late Filings and Applications. Late filings are tracked in the system and can form part of
the risk indicator reporting. Tracking of late applications may require enhancement to be
used effectively as a risk indicator.

• Examinations. Examinations can be used to grade plans, particularly in risk areas where
little information is available on plan filings (e.g. administration and governance). Key
results of examinations can be made available within the Pension Division systems.

• Audit Reports. FSCO receives audited financial statements for pension plans where an
audit is required. The audit results, including disclosures in the notes in financial
statements, can be used in the risk assessment process.
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B. New Data to Consider Collecting Absent Legislative Change
Industry and Sponsor Intelligence.  The Framework recommends that an intelligence process be
established to monitor industry and sponsor risks.
• Industry risks. Examples of data that can be monitored for industry risks include

forward looking (e.g. research reports on industry) and backward looking information
(e.g. past insolvency rates by industry).  Availability of data and cost considerations may
impact the choice of sources of industry risk data.

• Sponsor risks. Risks for certain specific sponsors can be monitored. It would be
impractical to actively monitor all sponsors, and accordingly FSCO would focus on the
sponsors of plans that have been designated as high risk through a detailed risk
assessment. Examples of data sources include news alerts related to sponsors (e.g. news
aggregators such as Google news alerts and RSS feeds, subscription services such as Dow
Jones Factiva). As well, where sponsors are public companies with issued debt, credit
ratings are typically readily available and these can be monitored.  In certain
circumstances, for example when funding shortfalls are significant and there are
concerns about sponsor viability, FSCO may wish to acquire credit reports for privately
held companies.

External Scans and Monitoring for Emerging Trends and Risks. This would include information
that would be used to refine and enhance the approach to risk-based regulation. A number of
sources may be used in combination, including ongoing interaction with the industry;
participation in forums and communication with peer regulators; and scanning external
information and reports.

Additional Data Concerning Plans and Service Providers. While FSCO often obtains and
records information identifying service providers to plans, FSCO could consider requiring this
information to be provided, for example via AIRs). This would allow FSCO to record, for all plans,
the details of who provides investment advice and actuarial services, allowing this data to be
mined if required (e.g. if FSCO wanted to know what plans a particular investment firm advises).
This type of information should normally be available to the plan administrator as part of its
governance process of monitoring and overseeing its service providers.

C. Potential New Data Pursuant to Legislative Changes
There are a number of areas where peer regulators obtain information on pension plans outside
the regular filing process that FSCO could introduce, and which may require legislative change.
Examples of such new data include:
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• Notifiable events. These are predefined significant events that require reporting by plan
administrators / sponsors, such as breaches of bank covenants, senior management
convictions, sponsors moving outside the jurisdiction, and can be used as early warning
signals of potential problems.

• Whistleblower reports. These are reports of legislative breaches made by sponsors,
administrators or plan advisors.  Whistleblower obligations can be set out under the law.

• Governance / Risk Management Information.  Other jurisdictions require pension plans
to provide details of their governance arrangements or require external audits of risk
management processes.

• Other information that could be subject to an external assurance process. FSCO could
require disclosure of information such as related party transactions, conflicts of interest,
and investment holdings outside quantitative limits, and could explore whether this
could be provided through an external assurance process.
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2.7 Process Overview

The following chart provides an overview of the regulatory process flow.

Figure 2.6

The cornerstone of the Regulatory Response Model is a Risk Indicator Tool (RIT) that uses
incoming plan information as input. Initially, the RIT will use information on existing FSCO
databases such as Annual Information Return (AIR), Actuarial Information Summary (AIS),
Investment Information Summary (IIS), late filing information, plan size, plan type, late or
unremitted contributions, plan demographics, whether collectively bargained, multi-
jurisdictional, frequency and severity of complaints, as well as complexity of plan structure.

Inputs to this tool can be automated to the extent practical. Based on pre-defined algorithms,
the RIT presents the outcome of various risk indicators in a “traffic light” format (illustrative
only and subject to change), as shown on the next page, and it determines if a plan or
transaction requires further review.
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Low risk

Potential risk – consider in conjunction with other risk indicators
whether to forward to / obtain advice from the Tier 1 review
process

High risk – consider using application of judgement whether to
forward to / obtain advice from Tier 1 review process

N/A No data available / indicator not applicable to this plan

The remaining process is described as follows:

 Other than for plans or transactions presenting no major risk factors, a Tier 1 review
would be performed2. The purpose of Tier 1 review is to assess risk in terms of
probability and impact on the basis of pre-defined risk assessment criteria,
supplemented by judgments in the light of the particular circumstances of a plan or
transaction. It then assigns the plan or transaction with a preliminary risk classification,
into one of the four quadrants of the Regulatory Response Model as described in
Section 2.1. The outcome of Tier 1 review is used to guide FSCO staff as to what type of
regulatory response should be undertaken.

 A plan or transaction in the “high risk” classification (i.e., upper-right quadrant) would
be subject to a Tier 2 review. Based on the judgment of the Tier 1 reviewers, some plans
or transactions in the “moderate risk” category (i.e., lower-right or upper-left quadrant)
would also be subject to a Tier 2 review.

 Where a Tier 2 review is required, a detailed risk assessment would be performed to
confirm the preliminary risk classification. If a “high risk” classification is confirmed, the
specific plan or transaction will be case-managed by a dedicated team of FSCO staff
consisting of a case manager, front-line pension officers as well as actuarial, investment,
legal and/or other professional support. The case management teams conduct on-going
monitoring of high risk plans and high risk transactions, which includes recommending
approval of specific applications by the Superintendent, periodic risk assessments,

2 Applications that require Superintendent’s approval (e.g., wind-ups, asset transfers etc.) are routinely subject to a
standard review for legislative and regulatory compliance, which forms part of the Tier 1 review process. If
material non-compliance is identified in a plan situation, the issue will be escalated to a Tier 2 review.
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interactions with plan administrators and their advisors as well as regulatory
interventions, if warranted.

 Additional Tier 2 activities may include:

– On site examinations of pension plans linked to the risk assessment process.

– Management reporting on risk-based activities such as those relating to high risk
plans, trends and significant issues.

– Intelligence process (e.g. reviewing news feeds, general industry data) to identify
areas of risk that can be used to update the risk indicators and be communicated
more broadly as required. The intelligence process would also monitor internal data
such as results of on-site examinations and risk assessments for trends and issues to
ensure these are identified and disseminated.
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The Framework operates with ten key business processes that can be described as follows:

Table 2.3T

Business Process Summary Definition

Incoming Plan Information
The receipt of plan information (filings, applications, complaints etc.), the
initial review for completeness and routing to the appropriate person / group

Intelligence
Review of external information (e.g. media reports) and internal information
(e.g. outputs from risk assessments), and filtering to determine relevant
information to disseminate

Risk Indicator Tool
The process by which risk indicators are determined and kept current, and any
changes made to the screening process

Routine Review
The review of routine applications, filings, complaints, approval/rejection of
applications, and identification of higher risk items.

Tier 1 Review

Review to assess risk related to a plan or transaction, in terms of probability
and impact as well as legislative and regulatory compliance, and to assign the
plan or transaction into one of the four quadrants of the Regulatory Response
Model.

Tier 2 Review
Consists of:
• Detailed risk assessment
• Process by which high risk applications / plans / issues are case managed.

Examinations On site examinations of pension plans linked to the risk assessment process.

Management Reporting
Oversight by senior management through reporting on developments relating
to higher risk plans / issues, trends and key performance indicators

Quality Control and Framework
Maintenance

Oversight of methodology of risk-based regulation including ensuring it is
applied appropriately and consistently through quality control processes and it
is revised and updated appropriately

Education and Engagement
Providing education internally and externally on the risk-based regulation
approach, including communication of expectations to stakeholders and
soliciting their feedback and input
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3. Medium Term Strategy

The proposed Framework is a significant change to the way in which FSCO regulates pension
plans. The full implementation of the Framework will take time, and flexibility will need to be
built into transition plans as implementation is phased in.

To transition to the new Framework, the principal activities FSCO plans to carry out over the
next three years are:

 Enhance existing risk-based processes, including integrating the monitoring and review
of funding and investment risks, applying risk indicators such as late filings and
stakeholder complaints for risk monitoring, and strengthening on-site examinations with
focus on administration and governance risks.

 Enhance stakeholders’ understanding of FSCO’s risk-based approach through ongoing
engagement including education and communication.

 Establish quality control and maintenance process that includes the oversight and
update of the risk-based methodology and application.
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3.1 Framework Transition

FSCO will streamline its existing risk-based processes by integrating the monitoring and review
of funding and investment risks. Focus will be placed on, but not limited to, the review of
appropriateness of actuarial assumptions and methods, contributions remittance, asset mix
policy in relation to the liabilities of the plan, and the measurement of fund performance
relative to appropriate benchmarks.

In addition to the AIR, FSCO will introduce and implement e-filings of the IIS, PBGF and AIS to
facilitate the collection of data necessary for risk monitoring. It will use other evidence such as
late filings, stakeholder complaints, and news alerts, for risk monitoring and assessment.

Well governed pension plans are likely to be better administered, have greater awareness of
financial risk, and to represent better the interests of plan members. FSCO intends to strengthen
its on-site examinations by placing focus on identifying instances of poor governance and
administration, and working with the administrators to address the shortcomings related to
their plans.

At the same time, FSCO will take steps to promote, on an industry-wide basis, the knowledge
and understanding of the governance requirements for pension plans (e.g., information session
on CAPSA governance guidelines, best practices of well-governed plans).



Risk Based Regulation Framework

March 8, 2011 Page 33 of 50
Financial Services Commission of Ontario

3.2 Stakeholder Education and Engagement

A key element of risk-based regulation is the communication of the regulator’s expectations to
stakeholders, including plan administrators, sponsors and their advisors, through ongoing
engagement including education and communication.

There are two elements of education and communication:

 Education and communication of the changes to the regulatory approach as FSCO
expands its application of risk-based regulation.

 On-going communication of the outcome of risk-based regulation as it is applied.

Extensive consultations with stakeholders and the industry will be required during the period of
transition. Consultation activities could include:

 Working collaboratively with stakeholders and the industry to design and develop a
comprehensive risk-based regulation framework.

 Providing information about the risk-based regulatory approach and how it is to be
applied to pension plans.

 Communication with a broader public audience to ensure that the regulatory approach
and its limitations are properly understood.

Ways in which ongoing education and communication may be achieved include:

 Providing periodic reports on the outcome of risk-based activities to industry on
regulated areas.  Currently, FSCO provides annual reports on funding and investment
monitoring activities. This will be expanded to include other risk monitoring activities.

 Providing reports on the application of risk-based regulation in general including
aggregate risk profiles, common issues, cases escalated to enforcement, the use of
regulatory tools, PBGF claims information, etc.

 Identifying areas of potential concern within the pension system, performing thematic
reviews and reporting to the industry on the results.

 Providing guidance to pension administrators and sponsors on a variety of areas,
especially in regard to plan governance.  This may be performed in conjunction with
other pensions regulators (e.g. through CAPSA) or through FSCO initiatives.

 Engaging in industry forums, conferences, and speaking engagements.

 Encouraging a customer service approach to contact with pension plans which may
include more personal interaction (e.g. face to face meetings, telephone calls) in place of
written correspondence.
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 Providing regular updates through website postings, news releases, webinars, email
newsletters on regulatory and policy developments, including key issues, emerging
trends, enforcement actions taken by FSCO.

 Broadening the potential scope of on-site examinations, and ensuring linkage between
examination of plans and outputs from the risk assessment process.
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3.3 Quality Control and Framework Maintenance

A key element of effective application of the Framework is recognizing that:

 Its implementation is subject to human judgment and hence its application can vary.

 Staff training to ensure common understanding of the risk-based regulatory approach
and its application is essential.

 Quality control procedures need to be put in place to ensure appropriate and consistent
application.

 Update of the Framework will be needed as the industry practices change, new risks
emerge and priority of existing risks changes.

It is expected that the Quality Control and Framework Maintenance process will include the
following activities:

 Setting benchmarks or key performance indicators to monitor and measure the
effectiveness of risk indicators in identifying higher risk plans, and modifying them as
appropriate.

 Maintaining the Framework including periodically revisiting and updating the
methodology, risk definitions and assessment criteria.

 Coordinating the identification of emerging or increasing risks and developing
approaches to address those risks (e.g. identifying areas for thematic reviews, providing
guidance / training / updates to colleagues, recommending changes to the application of
the Framework).

 Ensuring, through leading initiatives or coordination / participation with others,
appropriate communication and education to the industry regarding the risk-based
approach and regulatory expectations.

 Liaison with relevant IT groups to ensure that the system of risk-based regulation is
appropriately supported by technology.

 Maintaining network of strategic relationships within FSCO, the industry, national and
international regulatory bodies.

 Reporting to senior management on the status and effectiveness of risk-based
regulation.

These measures will be implemented once the Framework has become operational and as we
learn more about the risk profile of the pension plan universe.
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Appendix - Illustrations of Detailed Risk Assessment

For the purposes of this Appendix, we have assumed that a risk indicator tool with pre-defined
algorithms presents the outcome of various risk indicators in a “traffic light” format, as shown
in Section 2.7.

Other than for a “low risk” situation, a Tier 1 review is performed to assign a plan or transaction
with a preliminary classification into one of the four quadrants of the Regulatory Response
Model shown in Section 2.1. If the plan or transaction is classified in the “high risk” category
(i.e., upper-right quadrant), it will be subject to a Tier 2 review. In addition, there may be
situations where a Tier 2 review is warranted even for plans classified in the other quadrants. In
the Tier 2 review process, a detailed risk assessment (DRA) would be performed to confirm the
risk classification and to guide FSCO in determining the appropriate regulatory actions.

As part of the DRA process, FSCO may seek additional information to better assess the risks to
the pension plan. Request may be made directly to the administrator or the employer, but the
information gathering process would be broad and dependent on the specific situation.

It should be noted that these examples have been provided purely for illustrative purposes and
any resemblance to an existing registered pension plan is coincidental.
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Example 1 – Plan A: Suppose the risk indicator tool presented the following results for

Plan A and that the Tier 1 review process gave a preliminary classification for Plan A to the
“high risk” quadrant.

Plan A Regulatory
Response
Model
Classification:

Risk Indicator Rating Notes

AIS Flags Solvency ratio 65%
Late contributions
IIS Flags Performance below benchmark, A/L

mismatch
Late filings History of late filings of IIS and FS
Complaints
Non-compliance
Complexity of plan
Benefit processing N/A
Audit report N/A
Multijurisdictional plan BC, AB, ON and QC
Policies and procedures N/A
Industry outlook Auto parts manufacturing
Mergers / acquisitions N/A
Sponsor insolvency Media alerts on potential CCAA

Detailed Risk Assessment

The plan would be subject to a Tier 2 review. The DRA takes into account the following
information.
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Key Plan Data:

Benefit type Collectively bargained career average plan

Membership profile

- Active

- Retired

- Other

Number Avg Age / Service Avg Salary / Pension

350 46 / 16 $45,800 / $5,400

90 72 $4,700

130 41 $2,000

Market value of assets $12,533,000

Financials as of Dec 31,
2009

Going-concern Solvency

Actuarial value of assets 14,417,000 12,363,000

Plan liabilities:

- Active

- Retired

- Other

- Total

9,161,000

4,244,000

1,158,000

14,563,000

63%

29%

8%

100%

12,996,000

4,887,000

1,626,000

19,509,000

67%

25%

8%

100%

Surplus (Deficit) (146,000) (7,146,000)

Contribution requirements Year 1 Year 2 Year 3

- Total normal cost

- Special payments

665,000

911,000

665,000

790,000

665,000

667,000

Through the DRA process, the following elements of the risk universe have been considered:

Risk Area Analysis / Commentary
1. Funding Risk
a) Actuarial basis The actuarial basis used for both the going-concern and solvency

valuations are reasonable
b) Plan size vs. Sponsor

size
The solvency liability of $19.5 million represents approximately 2% of the
sponsoring company’s assets. And the deficit of $7.1 million represents
0.7% of the company’s assets.
The $7.1 million deficit does not appear to be a material amount relative
to the company’s recent cash flow and revenue figures. However, due to
the deterioration in business conditions, this may be an issue in the near
future.
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Risk Area Analysis / Commentary
c) Sponsor size vs.

Contribution
requirements

The normal cost represents 4.2% of the company’s active payroll while the
special payment represents 5.7% of payroll, for a total of close to 10%.
However, the annual contribution requirement does not appear to be a
material amount relative to the company’s recent cash flow and revenue
figures.

d) Other The plan sponsor is a subsidiary of an US-based parent. There does not
seem to be any evidence that the parent company is in difficulty at this
time. The US parent is a public company and has a very large market
capitalization. It is not known at this time if any parent company
guarantee exists should the Canadian subsidiary experience financial
difficulty. . FSCO should inquire into this matter further.

2. Investment Risk The pension fund has an asset mix target of 60% equity/40% fixed income
and its actual asset mix is reasonably close to this.  The assets are
managed by Manager ABC in diversified pooled funds. It is invested in a
traditional manner without the use of leverage or esoteric strategies.

a) Matching risk
- Asset mix vs.

Demographics
The current asset mix does not exhibit a material mismatch. Take action if
necessary to ensure investment policy is reviewed in the event of material
plan changes (e.g. windup or partial windup). Monitor to ensure plan does
not take on undue risk to try and close the windup deficit.

3. Administration Risk There has been no plan examination conducted for this plan, so there is
no direct information on matters like staffing concerns, benefit
processing, recordkeeping, etc.

a) Errors / complaints Levels of member complaints and resolution efforts are acceptable.

b) Multi-jurisdictional
plans

Multi-jurisdictional plan with members in BC, AB, ON and QC.

c) Late filings / errors in
filings

There is a history of requests for filing extensions for the financial
statements and IIS. As well, there have been some instances of errors in
filings, although it appears that all of these have been resolved.

d) Regulatory compliance No issues have been found.

4. Governance Risk There has been no plan examination conducted for this plan, so there is
no direct information to assess governance risk.

a) Use of qualified
outsourced providers
and oversight by the
plan

No known issues with respect to the service providers engaged by the
administrator.

b) Incidence and
nature of legislative
breaches

No known breaches.
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Risk Area Analysis / Commentary
5. Sponsor/Industry

Risk
a) Continuity / financial

strength of pension
plan sponsor

Due to media alerts on potential CCAA application, there are major
concerns about the financial strength of the plan sponsor.
Therefore, proactive monitoring is called for along with direct
interaction/dialogue with the administrator/sponsor to ensure that
funding requirements are met promptly and that investment of
pension fund is prudent in the circumstances.

b) Business outlook of
Industry sector;
industry reports

Plan sponsor’s business is in the auto sector. Outlook has improved
since financial crisis in 2008. However, there continue to be
concerns about the economic recovery in general and the auto
sector in particular. The big 3 US automakers seem to have
favourable outlooks going forward – which would be a direct
benefit to the auto sector.

c) General economic
environment

Still have concerns about housing and employment situation,
especially in the US. This likely will have direct impact on sponsor’s
business.

d) Mergers /
acquisitions

No specific information about M&A activity, although this is viewed
as a distinct possibility.

e) Incidence and
nature of litigation
against plan and
sponsor

No media reports of any legal actions.

6. Other Matters
a) PBGF coverage Most if not all of the benefits provided are covered by the PBGF –

members’ accrued pensions are typically under the coverage limit.
No benefit improvements within the last 3 years.

Conclusions and Actions

There is a risk of sponsor insolvency which would leave the plan with a windup deficit of
approximately $7 million as of the last valuation date, December 31, 2009. The plan is
significantly underfunded on a solvency basis with a solvency funded ratio of approximately
65%.  However, because of the level of pensions, Ontario members would have most, if not all,
of their pensions covered by the PBGF. The PBGF is exposed to a modest claim. There would be
a risk to non-Ontario members of a 35% reduction in their benefits should the plan windup
without any additional contributions by the sponsor.
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Since the plan sponsor is up to date in remitting required contributions to the fund, the
emphasis for FSCO is to ensure that the sponsor continue to make the required contributions to
the plan in a timely manner and to take further action should contributions become delinquent.

Staff should also engage in dialogue with the administrator and employer to better understand
the company business situation and to also communicate our concerns and remind the sponsor
of his obligations under the PBA. Staff should also determine if possible whether the parent
company intends to stand behind the pension obligations of the plan sponsor (its subsidiary).

The investments should also be closely monitored to ensure that no undue risks are taken by
the sponsor in an attempt to eliminate the deficiency.

Reclassify to the “Monitor” quadrant of the Regulatory Response Model:
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Example 2 – Plan B: Suppose the risk indicator tool presented the following results for

Plan B and that the Tier 1 review process gave a preliminary classification for Plan B to the “high
risk” quadrant.

Plan B Regulatory
Response
Model
Classification:

Risk Indicator Rating Notes

AIS Flags Solvency ratio 65%, very large
solvency deficiency, excluded
benefits

Late contributions
IIS Flags Performance concerns, derivatives,

alternative investments

Late filings
Complaints
Non-compliance
Complexity of plan Public sector plan, fairly complex

employees from many employers
Benefit processing N/A
Audit report N/A
Multijurisdictional plan
Policies and procedures N/A
Industry outlook
Mergers / acquisitions N/A
Sponsor insolvency

Detailed Risk Assessment

The plan would be subject to a Tier 2 review. The DRA takes into account the following
information.
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Key Plan Data:

Plan type Large public sector plan.

Benefit type Collectively bargained final average plan, fully indexed

Membership profile

- Active

- Retired

- Other

Number Avg Age / Service Avg Salary / Pension

25,000 45 / 11.0 $55,000

15,000 72 $13,000

4,000 46 $2,800

Market value of assets $47.8 billion

Financials as of December
31, 2009

Going-concern Solvency

Actuarial value of assets $6.7 B 5.9B

Plan liabilities:

- Active

- Retired

- Other

- Total

3.9 B

2.7 B

0.2 B

$6.8 B

57%

40%

3%

100%

$3.6 B

2.6 B

0.1B

$6.3 B

57%

41%

2%

100%

Surplus (Deficit) $(0.1) B $(0.4) B

Contribution requirements Year 1 Year 2 Year 3

- Total normal cost

- Special payments

275,000,000

3,000,000

287,000,000

13,000,000

300,000,000

14,000,000

Through the DRA process, the following elements of the risk universe have been considered:

Risk Area Analysis / Commentary
1. Funding Risk
a) Actuarial basis The actuarial basis used for the going-concern valuation is on the

aggressive end of the range. For the solvency valuation, they have
excluded indexing benefits (excluded benefits from the solvency liabilities
are $2.6 B). Additionally due to the large plan size and indexed pensions,
the estimated annuity purchase price for pensions and deferred pensions
have been estimated to be the same as for a lump sum commuted value
calculation – there is no definitive standard or practice how these should
be valued.

b) Plan size vs. Sponsor
size

For this plan, the participating employers are in the public sector and are
large relative to the plan size.



Risk Based Regulation Framework

March 8, 2011 Page 44 of 50
Financial Services Commission of Ontario

Risk Area Analysis / Commentary
c) Sponsor size vs.

Contribution
requirements

The employer required contributions represent approximately 8% to 8.5%
of payroll. Members are required to contribute an equal amount. Given
the nature of the employers, there is no significant risk of an inability by
employers to make the required contributions.

d) Demographics The plan is comprised of a diverse mix of members in terms of earnings
and service.

e) Other Given that the participating employers are in the public sector, there is a
very low probability of a plan windup. For the same reason, there is a low
probability that the employers will be unable to make the minimum
required contributions under the PBA. We do not have information about
the impact on the plan if a participating employer ceases its participation.
FSCO should research this.

2. Investment Risk The pension fund investments are considered very sophisticated, including
allocations to real estate, infrastructure and private equity. The initial
system screen indicated a “risky” situation due to performance issues, use
of derivatives and investment in alternative asset classes.

The level of complexity, volatility and potential liquidity are valid concerns
for this plan.

The current information we collect through financial statements and the
IIS do not allow us to assess this plan very effectively due to the varied
asset classes as well as the difficulty in determining appropriate
benchmarks for the non-traditional investments (e.g. infrastructure or
private equity). The plan does have qualified investment professionals on
staff and has in place systems and processes for monitoring and assessing
its investments. As well, the plan itself is audited annually and prepares a
report which includes investment performance statistics and benchmark
statistics. The annual audit includes an assessment of their internal
controls and risk management processes and systems.

Although the asset mix is on the aggressive side (relative to the plan
demographics) and the plan uses derivatives and other sophisticated
financial instruments, they have on staff investment professionals and
have established documented procedures for managing and monitoring
their investments. As such, they appear to follow prudent investment
practices.
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Risk Area Analysis / Commentary
3. Administration Risk There has been no plan examination conducted for this plan, so there is

no direct information on matters like staffing concerns, benefit
processing, recordkeeping, etc.  Nevertheless, the fact that an
organization exists with plan administration as one of its primary purposes
suggests that the administration risk is low for this plan.

The plan maintains a website through which it can communicate with its
members and with other stakeholders.

a) Errors / complaints Levels of member complaints and resolution efforts are acceptable.
b) Late filings / errors in

filings
No material issues noted.

c) Regulatory compliance No issues have been noted.

4. Governance Risk There has been no plan examination conducted for this plan, so there is
no direct information to assess governance risk.

However, they have a well-developed framework for plan governance and
have documented its governance structure and processes. The board of
directors has representation from both the employers and the members.
The plan’s governance appears to be functioning effectively.

5. Sponsor/Industry Risk There is a very low probability of any issues related to sponsor risk (or
employer risk in this case) given that the participating employers are all
public sector entities.

Conclusions and Actions

This plan was initially flagged as a “high risk” plan by the system based screening tool and the
Tier 1 review process. The primary reasons were the low transfer ratio, very large windup
deficiency, complexity of the plan and investment related concerns.

The detailed risk assessment undertaken in the Tier 2 review process indicates that there is a
very low probability of plan failure and that the issues related to plan complexity and
investments are being managed effectively by the plan administrator. Nevertheless, due to the
large number of plan members and the high profile nature of the plan, any significant negative
event affecting the plan would potentially cause a concern and affect a large number of
individuals. Therefore, it would be prudent to re-classify this plan to be in the “Proactive
Supervision” quadrant and take steps to be aware of issues concerning the plan on a timely
basis.
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The plan is currently in full compliance with the PBA and FSCO should focus on being up-to-date
about the plan’s circumstances through regular periodic monitoring efforts.
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Example 3 – Plan C: In this example, a pension plan is being terminated and there is an

application to wind-up the plan. The risk indicator tool and Tier 1 review classifies this as a high
risk transaction to be reviewed in Tier 2.

Plan C Regulatory
Response
Model
Classification:

Risk Indicator Rating Notes

AIS Flags Transfer ratio 55%, large solvency
deficiency of $130 million

Late contributions Contributions are up-to-date
IIS Flags N/A

Late filings N/A
Complaints
Non-compliance N/A
Complexity of plan Moderate complexity, different

classes of employees get different
benefits

Benefit processing N/A
Audit report N/A
Multijurisdictional plan
Policies and procedures N/A
Industry outlook Steel industry, currently in down

cycle
Mergers / acquisitions N/A
Sponsor insolvency

Detailed Risk Assessment

The plan would be subject to a Tier 2 review. The DRA takes into account the following
information.

The plan sponsor’s business is in the steel industry. The industry appears to be at a low point in
the business cycle with media reports of shrinking global demand and a poor outlook over the
next 12 – 18 months. The company is also undergoing a major restructuring effort which
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includes a significant downsizing. As part of its restructuring plan, the company is winding up
the pension plan. The windup report as at December 31, 2010 provides the following
information:

Key Plan Data:

Plan type Single employer

Benefit type Collectively bargained flat benefit plan with generous early
retirement provisions

Membership profile

- Active

- Retired

- Other

Number Avg Age / Service Avg Salary / Pension

800 45 / 16.3 $16,800

500 61 $24,800

100 47 $3,300

Market value of assets $170.0 million

Financials as of December
31, 2010

Going-concern Wind-Up

Actuarial value of assets Not relevant 169.8 M (net of expenses)

Plan liabilities:

- Active

- Retired

- Other

- Total

n/a

n/a

n/a

n/a

$150.2 M

156.0 M

10.9 M

317.1 M

47%

49%

4%

100%

Surplus (Deficit) n/a $(147.3) M

Contribution requirements

- Special payments
over 5 years

30.1 M per year

Through the DRA process, the following elements of the risk universe have been considered:
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Risk Area Analysis / Commentary
1. Funding Risk
a) Actuarial basis The windup basis is in accordance with prescribed requirements.
b) Plan size vs. Sponsor

size
The windup deficit of $147.3 million is a significant amount for the
sponsor, especially given the current business difficulties.

c) Sponsor size vs.
Contribution
requirements

The minimum amount if funded over 5 years is $30.1 million per year.
Under normal business conditions, it appears that a $30.1 million cash
contribution requirement would be manageable. The normal cost from
the prior valuation was $3.5 million. Given the difficulties faced by the
sponsor and also the business conditions faced by the steel industry, there
is a significant funding risk of the sponsor not making the required
contributions or not being able to fully fund the deficit within 5 years.

2. Investment Risk The pension fund investments are broadly diversified and managed by
investment professionals. There are significant allocations to equities,
both domestic and foreign, which represent approximately 70% of the
total portfolio.

Due to the windup, there is a significant mismatch risk between how the
liabilities are determined versus the assets backing them. Going-concern
scenarios are irrelevant and the focus should be on windup and how to
fully fund the windup deficit.

3. Administration Risk There has been no plan examination conducted for this plan, so there is
no direct information on matters like staffing concerns, benefit
processing, recordkeeping, etc.  Given that a windup is intended, some
review of benefit processing accuracy and recordkeeping practices would
be advisable. There have been no unusual levels of member complaints
logged and plan filings have been received on time.

4. Governance Risk There has been no plan examination conducted for this plan, so there is
no direct information to assess governance risk. The activities to finish the
windup and settle benefits will likely be delegated to a service provider.

5. Sponsor/Industry Risk There is a possibility that the plan sponsor could become insolvent before
fully funding the windup deficit.

6. Other Risks
a) PBGF Coverage The average pension to retired members is more than double the amount

covered by the PBGF and the average accrued pension for active members
is about 40% higher than the PBGF covered amount. Therefore if the
sponsor does not fully fund the windup deficit then there could be a large
reduction to members’ pensions. In addition, there is a large potential
exposure for the PBGF.
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Conclusions and Actions

This transaction was initially flagged as a “high risk” transaction by the system based screening
tool. The primary reasons were the low wind up funded ratio, very large windup deficit, and the
negative business/industry outlook.

The plan is significantly underfunded on a windup basis with a windup funded ratio of
approximately 54%. There is a risk of sponsor insolvency which would leave the plan with a
windup deficit of approximately $147 million as of December 31, 2010. Furthermore, the level
of pensions indicates that members would be at risk of substantial reductions since a significant
percentage of their pensions exceed the PBGF limit.

Of concern is the investment risk (primarily matching risk) and FSCO should take whatever
measures it can to minimize the investment risk in the plan. This includes discussions with the
administrator about restructuring the investment portfolio to more closely match the liabilities
of the plan.

Another risk that FSCO can try to manage is the funding risk associated with late or unremitted
contributions. FSCO should ensure that the sponsor continues to make the required
contributions to the plan for funding the windup deficit within the prescribed timelines. Prompt
action should be undertaken if non-compliance is identified.

The “high risk” classification for this transaction is confirmed.  A dedicated team is established
to manage the wind up of the plan.



         
  

 
 

 
              

               
         

  
             
          

 
            

             
   

 
             

        
 
              

     
 

              
           

             
             

   
    

 
              

         
 
           

               
              

       
 
            

 
              

  
 
                

     
 

Regulations Relating to Pension Division on Marriage Breakdown 
(Bill 133) 

Overview 

Bill 133, the Family Statute Law Amendment Act, 2009, received Royal Assent in May 
2009. Bill 133 introduces new rules on pension asset division on marriage breakdown. 
The new pension division regime introduces two major reforms: 

Valuation: The valuation of pension assets on marriage breakdown will be determined 
according to a prescribed formula and calculated by plan administrators. 

Settlement: Immediate settlement of the former spouse’s entitlement where there is a 
court order, family arbitration award or domestic contract awarding a payout from the 
pension. 

•	 For former spouses of active and deferred members, settlement is effected through 
a lump sum transfer out of the plan. 

•	 For former spouses of retired members, settlement is effected through a division of 
the pension in pay. 

The provisions of Bill 133 that amend the Pension Benefits Act (PBA) require the 
enactment of corresponding regulations prior to proclamation. The government is 
interested in feedback on this important initiative. Draft regulations, along with this 
accompanying paper, are posted on the Regulatory Registry for public consultation. 

Contents of Draft Regulation 

The draft regulation contains the majority of the content required to implement the new 
regime. In particular, the draft regulation: 

•	 outlines the valuation methodology, including rules for calculating both the 
preliminary value (the total value of the pension up to the “family law valuation date”) 
and the imputed value (the portion of the preliminary value attributable to the period 
or marriage or cohabitation, as applicable); 

•	 describes any exceptions or adjustments to the preliminary valuation; 

•	 describes the circumstances in which a former spouse would be entitled to inspect 
plan documents; 

•	 prescribes rules on how to apply for a valuation and, where applicable, payout of the 
former spouse’s entitlement; 



 

              
  

 
             

         
 
                 

 
              

   
 
            

     
 
             

 
       
 

              
            

    
 

   
 

          
            

             
             

                 
            

        
 

         
 

              
              

              
 
               

              
    

 
               

         
 

•	 sets out the contents of the valuation statement to be provided by plan 
administrators; 

•	 lists certain transfer options available to former spouses of active and deferred 
members entitled to a payout from the pension plan; 

•	 outlines the rules for updating the imputed value if a transfer of a lump sum occurs; 

•	 describes the circumstances that may limit or delay the payout of the former 
spouse’s entitlement; 

•	 prescribes rules for adjusting the member's pension if the former spouse’s 
entitlement is paid out; and 

•	 updates regulations that apply to the transitional provisions outlined in Bill 133. 

Contents of Regulation Currently Under Consideration 

Not all elements of the new pension division regime are reflected in the accompanying 
draft regulation. The government welcomes public comment on the following elements 
as well. 

1.	 Hybrid Plans 

Options regarding a separate valuation, updating, and adjustment methodology for 
“hybrid” plans are being considered, and the government invites further suggestions. 
This would include a methodology for both “combination” plans, where a member would 
be entitled to a stand-alone defined benefit (DB) and defined contribution (DC) benefit 
(e.g., as a result of a plan conversion), as well as plans which provide a benefit formula 
containing inter-connected DB and DC benefits (e.g., plans with a minimum guaranteed 
DB floor). 

2.	 Amendments to PBA Regulation Regarding Locked-in Accounts/ Annuities 

Amendments to General Regulation 909 under the PBA will be required to account for 
the option of an immediate transfer of an eligible former spouse’s entitlement to a 
locked-in account. It is anticipated that amendments will be made to: 

•	 explicitly permit a former spouse of a member or deferred member to transfer his/her 
entitlement to a locked-in account (i.e., a life income fund (LIF) or a locked-in 
retirement account (LIRA)); and 

•	 base the receipt of payment from such locked-in account on the former spouse’s age 
rather than the age of the member. 
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Further, amendments will be required to clarify that locked-in accounts and annuities 
covered by the PBA will be available for immediate settlement and will continue to be 
subject to the “50% rule” —that is, that the former spouse cannot receive more than 
50% of the value of the retirement vehicle’s assets, accrued during the period of 
marriage or cohabitation, as applicable, as part of an equalization payment. 

3.	 Transfer Option under s. 67.3(2), para. 4 of the PBA 

Bill 133 permits an eligible former spouse to leave his/her lump sum entitlement in the 
plan to the credit of the former spouse. This option would only be available with 
administrator consent and in circumstances to be prescribed. The regulations would set 
out rules that provide for: 

•	 on-going disclosure of plan documents and information to the former spouse while 
his/her entitlement remains in the plan; 

•	 the conditions for commencement of payment to the former spouse of his/her 
entitlement; 

•	 unforeseen circumstances arising while the former spouse’s entitlement remains in 
the plan (e.g., death, wind-up); and 

•	 the extent of a former spouse’s rights under the plan. 

4.	 Miscellaneous Amendments to PBA Regulation 

Other minor amendments to Regulation 909 will be required to account for the new PBA 
provisions in Bill 133. 

Issues Arising from Pension Reform Initiatives (Bills 236 and 120) 

Over the past year, the government has been engaged in a number of pension-related 
initiatives. In May and December 2010, the Legislature passed Bill 236, the Pension 
Benefits Amendment Act, 2010 and Bill 120, Securing Pension Benefits Now and for the 
Future Act, 2010, respectively. 

A number of the initiatives introduced in these bills may affect the new pension division 
regime set out in Bill 133 and its corresponding regulations. In particular, rules 
regarding target benefits, the payment of variable benefits from a DC plan, phased 
retirement, and optional ancillary benefits may require adjustment to the new regime. It 
is anticipated that such adjustments will be considered once these initiatives have been 
fully implemented through regulation. 
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28. Adjustment of pension benefits or deferred pension (defined contribution benefits) 
29. Adjustment of member’s pension benefits (defined benefits) 
30.	 Adjustment of former member’s deferred pension (defined benefits) 

DIVISION OF A PENSION FOR CERTAIN FAMILY LAW PURPOSES (SECTION 67.4 OF THE ACT) 
31. Application for division of pension 
32. Restrictions on division of pension 
33. Deadline to begin payments to eligible spouse 
34. Overview of division and revaluation, etc. 
35. Division and revaluation of retired member’s pension 
36.	 Combining payments into a single pension 

OTHER TRANSITIONAL MATTERS (SECTION 67.6 OF THE ACT) 
37. Calculation re maximum percentage 
38.	 Notice re spouse’s entitlement to options 

MISCELLANEOUS MATTERS 

39. Inspection of administrator’s records 

INTERPRETATION 

Family law matters 
1. This Regulation relates to the family law matters governed by sections 67.1 to 67.6 of the 

Act. 

Interpretation 
2. (1) In this Regulation, 

“General Pension Regulation” means Regulation 909 (General) of the Revised Regulations of 
Ontario, 1990 made under the Act. 

(2) Expressions used in this Regulation have the same meaning as in the General Pension 
Regulation, unless the context requires otherwise. 

(3) Where this Regulation refers to section 3500 of the Canadian Institute of Actuaries 
Standards of Practice, the reference is to section 3500 (“Pension Commuted Values”) of the 
Standards of Practice of the Actuarial Standards Board, dated January 2011, published by the 
Canadian Institute of Actuaries, which section is described in the Standards of Practice as being 
effective February 1, 2005 and revised May 1, 2006, December 8, 2008, March 26, 2009 and 
June 3, 2010. 

PRELIMINARY VALUATION
 

(SUBSECTIONS 67.2 (1) TO (4) OF THE ACT)
 

Overview of preliminary valuation 
3. (1) For the purposes of section 67.2 of the Act, the preliminary value of pension benefits, 

a deferred pension or a pension is determined in accordance with the requirements set out in this 
section and in sections 4 to 13 of this Regulation. 
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(2) For the purposes of a preliminary valuation, the following must be determined using the 
methods and actuarial assumptions that are consistent with section 3500 of the Canadian 
Institute of Actuaries Standards of Practice: 

1.	 The commuted value of pension benefits that are defined benefits. 

2.	 The commuted value of a deferred pension or a pension that is provided with respect 
to defined benefits. 

3.	 The commuted value of ancillary benefits. 

(3) Additional voluntary contributions are not included in a preliminary valuation of pension 
benefits or a deferred pension. 

(4) A lump sum payable under subsection 39 (4) of the Act is not included in a preliminary 
valuation of pension benefits, a deferred pension or a pension. 

Preliminary value of member’s pension benefits (defined contribution benefits) 
4. The preliminary value of a member’s defined contribution benefits is the total amount of 

the contributions, and the interest on the contributions, paid by or for the credit of the member 
and determined on an individual account basis as of the family law valuation date. However, if 
that amount cannot be determined as of the family law valuation date, it must be determined as 
of the last day of the month immediately preceding the family law valuation date. 

Preliminary value of former member’s deferred pension (defined contribution benefits) 
5. The preliminary value of a former member’s deferred pension that is provided with 

respect to defined contribution benefits is the total amount of the contributions, and the interest 
on the contributions, paid by or for the credit of the former member and determined on an 
individual account basis as of the family law valuation date. However, if that amount cannot be 
determined as of the family law valuation date, it must be determined as of the last day of the 
month immediately preceding the family law valuation date. 

Preliminary value of member’s pension benefits (defined benefits) 
6. (1) The preliminary value of a member’s pension benefits that are defined benefits is 

determined using the following formulas, in which “A”, “B”, “C” and “T” have the meaning 
assigned by subsection (2): 

1.	 If “T” for the member is at least zero but less than 10, 

(0.1T/10 )× A + [(4 − 0.04T )/10 ]× B + [(6 − 0.06T )/10 ]× C 

2.	 If “T” for the member is at least 10 but less than 20, 
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[(0.3T − 2)/10 ]× A + [(4.8 − 0.12T )/10 ]× B + [(7.2 − 0.18T )/10 ]× C 

3. If “T” for the member is at least 20 but less than 30, 

[(0.45T − 5)/10 ]× A + [(6 − 0.18T )/10 ]× B + [(9 − 0.27T )/10 ]× C 

4. If “T” for the member is 30 or more, 

(0.85 × A)+ (0.06 × B)+ (0.09 × C) 

(2) In the formulas used in subsection (1), 

“A” is the commuted value of the member’s accrued pension benefits, 

(a)	 determined as if the member had terminated employment or membership in 
the plan on the family law valuation date, 

(b)	 determined in accordance with the terms of the pension plan on the family law 
valuation date and without consideration of future salary, benefits or changes 
to the plan and regardless of whether the member’s entitlement to the pension 
benefits is vested under the plan on the family law valuation date, 

(c)	 determined assuming that if, as of the family law valuation date, the member 
has met all eligibility requirements under the plan necessary to choose one or 
more dates on which he or she may commence a pension, the member will 
choose the date that results in a pension with the greatest commuted value, 
and 

(d)	 adjusted to include the commuted value of any ancillary benefit for which, as 
of the family law valuation date, the member has met all eligibility 
requirements under the plan necessary to exercise the right to receive the 
benefit; 

“B” is the commuted value of the member’s accrued pension benefits, 

(a)	 determined as if the member had terminated employment or membership in 
the plan on the family law valuation date, 

(b)	 determined in accordance with the terms of the pension plan on the family law 
valuation date and without consideration of future salary, benefits or changes 
to the plan and regardless of whether the member’s entitlement to the pension 
benefits is vested under the plan on the family law valuation date, and 
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(c)	 determined assuming that the member’s pension will commence at the normal 
retirement date under the terms of the plan; 

“C”	 is the commuted value of the member’s accrued pension benefits, 

(a)	 determined as if the member had terminated employment or membership in 
the plan on the family law valuation date, 

(b)	 determined in accordance with the terms of the pension plan on the family law 
valuation date and without consideration of future salary, benefits or changes 
to the plan and regardless of whether the member’s entitlement to the pension 
benefits is vested under the plan on the family law valuation date, and 

(c)	 determined assuming that the member’s pension will commence, without 
reduction, 

(i)	 at the earliest date at which he or she would be eligible, without the 
administrator’s or employer’s consent, to be paid an unreduced 
pension if his or her employment or membership in the plan 
continued on the same terms to that date, or 

(ii)	 if the administrator’s or employer’s consent is an eligibility 
requirement for the member’s entitlement to be paid an unreduced 
pension, at the earliest date at which the member would be eligible, 
with the administrator’s or employer’s deemed consent as described 
in subsection (3) or (4), to be paid an unreduced pension if his or her 
employment or membership in the plan continued on the same terms 
to that date, and 

(d)	 if the plan provides bridging benefits, adjusted to include the commuted value 
of the bridging benefits as determined in accordance with subsection (5); and 

“T”	 is the number of years during the period that begins on the member’s family law 
valuation date and ends on the earliest date on which the member would be eligible, 
or would be deemed in accordance with subsection (3) or (4) to be eligible, to be paid 
an unreduced pension under the pension plan if his or her employment or membership 
in the plan continued on the same terms to that date. 

(3) For the variables “C” and “T” in subsection (2), if the administrator’s or employer’s 
consent is an eligibility requirement for an unreduced pension before the normal retirement date 
and if the administrator or employer is otherwise deemed to have consented for any other 
purpose under the Act, the administrator or employer is also deemed to have consented for the 
purposes of the preliminary valuation. 
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(4) For the variables “C” and “T” in subsection (2), if the administrator’s consent is an 
eligibility requirement for an unreduced pension before the normal retirement date and if the 
administrator is not otherwise deemed to have consented for any other purpose under the Act, 
the administrator is deemed to have consented for the purposes of the preliminary valuation if all 
of the following conditions are satisfied: 

1.	 The member would meet all of the other eligibility requirements for his or her 
entitlement to be paid the unreduced pension, if he or she continues his or her 
employment or membership in the pension plan on the same terms to the earliest date 
on which the unreduced pension could commence. 

2.	 The administrator has consented in respect of at least 80 per cent of the instances 
where consent was required within the three fiscal years of the plan before the family 
law valuation date. 

(5) For the variable “C” in subsection (2), if the member would be entitled to bridging 
benefits when payment of the unreduced pension begins, the variable “C” includes the 
commuted value of the bridging benefits, 

(a)	 as accrued for service up to the family law valuation date and as payable from the 
earliest date on which the member would be eligible to be paid the unreduced pension, 
in the case of bridging benefits determined with reference to the length of the 
member’s service; or 

(b)	 as prorated by the ratio that the member’s actual period of employment or 
membership in the plan up to the family law valuation date bears to the period of 
employment or membership that would end on the earliest date on which the member 
would be eligible to be paid the unreduced pension and full bridging benefits, in the 
case of bridging benefits that are not determined with reference to the length of the 
member’s service. 

(6) For the variable “T” in subsection (2), the number of years during the specified period 
must include one-twelfth of a year for each full month during the period. 

(7) For the purposes of clause (5) (b), the period of employment or membership in the plan 
is measured in months and must include one-twelfth of a year for each full month of 
employment or membership during the period. 

Preliminary value of former member’s deferred pension (defined benefits) 
7. The preliminary value of a former member’s deferred pension that is provided with 

respect to defined benefits is the commuted value of the deferred pension, as of the family law 
valuation date, adjusted to include the commuted value of any ancillary benefits for which, as of 
the family law valuation date, the member has met all eligibility requirements necessary to 
exercise the right to receive the benefit. 
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Preliminary value of retired member’s pension (defined benefits) 
8. (1) This section applies if payment of the first instalment of a retired member’s pension 

that is provided with respect to defined benefits is due on or before the family law valuation 
date. 

(2) The preliminary value of the retired member’s pension that is provided with respect to 
defined benefits is the commuted value of the pension, as of the family law valuation date, 

(a)	 adjusted to include the commuted value of any ancillary benefits that the member was 
receiving as of the family law valuation date; and 

(b)	 adjusted to exclude the value of any pension payable to the spouse upon the death of 
the retired member. 

Preliminary value of spouse’s survivor benefit (defined benefits) 
9. (1) This section applies with respect to the pension payable to the spouse of a retired 

member of a pension plan upon the death of the retired member. 

(2) The preliminary value of a pension payable to the spouse of a retired member of a 
pension plan upon the death of the retired member is the commuted value, as of the family law 
valuation date, of the pension. 

Special circumstances — no vested entitlement 
10. If the entitlement to the pension benefits is not vested under the pension plan on the 

family law valuation date, the preliminary value of the pension benefits as otherwise determined 
is reduced by 50 per cent. 

Special circumstances — shortened life expectancy 
11. (1) This section applies if, on or before the family law valuation date, the administrator 

receives an application for the withdrawal of the commuted value of pension benefits, a deferred 
pension or a pension from the pension fund in circumstances of the shortened life expectancy of 
a member, former member or retired member. 

(2) The preliminary value for family law purposes of the pension benefits, deferred pension 
or pension is the same as their commuted value as determined for section 49 of the Act if, on or 
before the family law valuation date, the administrator has approved the application for the 
withdrawal but the commuted value of the pension benefits, deferred pension or pension has not 
been withdrawn from the pension fund. 

Special circumstances (defined benefits) — wind up or partial wind up of pension plan 
12. (1) If the pension plan is being wound up in whole and if the effective date of the wind 

up is on or before the family law valuation date, the preliminary value of pension benefits, a 
deferred pension or a pension is the same as their commuted value as of the effective date of the 



 

                 
  

 
                    

                     
              

                   
                 

   
 
                     

              
           

 
                  

                
               

 
        

                   
               

                
       

 
               

   
 
                  

      
 
                  

               
                  

       
 
                 

              
 

 
                

            
 
                  

      

8 

wind up, accumulated with interest from the effective date of the wind up to the family law 
valuation date. 

(2) If the pension plan is being wound up in part, if the member, former member or retired 
member is affected by the partial wind up and if the effective date of the partial wind up is on or 
before the family law valuation date, the preliminary value of pension benefits, a deferred 
pension or a pension is the same as their commuted value as of the effective date of the partial 
wind up accumulated with interest from the effective date of the partial wind up to the family 
law valuation date. 

(3) However, if the effective date of the wind up or partial wind up is after the family law 
valuation date, the preliminary value of the pension benefits, deferred pension or pension is 
determined without reference to the wind up or partial wind up. 

(4) For the purposes of subsections (1) and (2), the interest to be accumulated is calculated 
at the same interest rate used in calculating the commuted value of the pension benefits, deferred 
pension or pension on the effective date of the wind up or partial wind up. 

Special circumstances (defined benefits) — entitlement to surplus 
13. (1) If the Superintendent’s consent is required for payment of surplus out of a pension 

fund to a member, former member or retired member, and if the following conditions are 
satisfied, the value of the surplus is added to the preliminary value of the pension benefits, 
deferred pension or pension as otherwise determined: 

1.	 The Superintendent consents on or before the family law valuation date to the 
payment of surplus. 

2.	 The surplus has not been paid to the member, former member or retired member on or 
before the family law valuation date. 

(2) If the Superintendent’s consent is not required for payment of surplus out of a pension 
fund to a member, former member or retired member, and if the following conditions are 
satisfied, the value of the surplus is added to the preliminary value of his or her pension benefits, 
deferred pension or pension as otherwise determined: 

1.	 On or before the family law valuation date, the terms of the pension plan were 
amended to permit the payment of surplus to a member, former member or retired 
member. 

2.	 On or before the family law valuation date, the member, former member or retired 
member is entitled to payment of a specified amount of the surplus. 

3.	 The surplus has not been paid to the member, former member or retired member on or 
before the family law valuation date. 
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(3) In any other case, for the purposes of a preliminary valuation of pension benefits, 
deferred pension or pension, the value of the surplus to which a member, former member or 
retired member may be entitled is nil. 

IMPUTED VALUE FOR FAMILY LAW PURPOSES 

(SUBSECTION 67.2 (5) OF THE ACT) 

Overview re imputed value 
14. For the purposes of subsection 67.2 (5) of the Act, the imputed value, for family law 

purposes, of each spouse’s pension benefits, deferred pension or pension, as the case may be, is 
determined in accordance with sections 15 to 17 of this Regulation. 

“Starting date” for the imputed value 
15. (1) If the imputed value is being determined for the period described in clause 67.2 (5) 

(a) of the Act, for the purposes of an order under Part I (Family Property) of the Family Law 
Act, a reference in section 16 of this Regulation to the “starting date” for the imputed value 
means the date of the spouses’ marriage. 

(2) If the imputed value is being determined for the period described in clause 67.2 (5) (b) 
of the Act, for the purposes of a family arbitration award or domestic contract, a reference in 
section 16 of this Regulation to the “starting date” for the imputed value means the following 
date: 

1.	 If Part I (Family Property) of the Family Law Act applies with respect to the spouses, 

i.	 a date chosen jointly by the spouses, which cannot be earlier than the date on 
which their cohabitation began or later than the date of their marriage, or 

ii.	 if the spouses do not jointly choose a date described in subparagraph i, the 
date of their marriage. 

2.	 In any other case, 

i.	 a date chosen jointly by the spouses, which cannot be earlier the date on 
which the spouses’ cohabitation began, or 

ii.	 if the spouses do not jointly choose a date described in subparagraph i, the 
date on which their cohabitation began. 

Imputed value of pension benefits, etc. 
16. The imputed value of a member’s pension benefits, a former member’s deferred pension 

or a retired member’s pension is the amount calculated using the formula, 
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D × E F
 

in which, 

“D”	 is the preliminary value of his or her pension benefits, deferred pension or pension, 

“E”	 is that portion of his or her period of employment or membership that is credited 
under the pension plan for the purpose of calculating the pension benefits, deferred 
pension or pension and that falls within the period that begins on the starting date for 
the imputed value and ends on the family law valuation date, and 

“F”	 is the entire period of his or her employment or membership that is credited under the 
pension plan for the purpose of calculating the pension benefits, deferred pension or 
pension as of the family law valuation date. 

Imputed value of spouse’s survivor benefit 
17. The imputed value of the pension payable to the spouse of a retired member of a pension 

plan upon the death of the retired member is equal to the preliminary value of that pension. 

STATEMENT OF IMPUTED VALUE 

(SUBSECTIONS 67.2 (6) TO (9) OF THE ACT) 

Application for statement of imputed value 
18. (1) An application under subsection 67.2 (6) of the Act for a statement of imputed value 

must be made on a form approved by the Superintendent and must be accompanied by the 
material that is specified in the form. 

(2) The application form must require the applicant to provide the following information 
and material: 

1.	 Particulars identifying the pension plan, the employer and the administrator. 

2.	 The name and contact information of the applicant and of his or her spouse. The 
application must also indicate which spouse is the member, former member or retired 
member of the pension plan and, if applicable, which spouse is entitled to a pension 
payable on the death of the retired member. 

3.	 Each spouse’s date of birth. Proof of the date of birth must be provided. 

4.	 The spouses’ date of marriage, if applicable. Proof of the date of marriage must be 
provided. The only acceptable forms of proof are a joint declaration, signed by the 
spouses, attesting to their date of marriage, a certified copy of their marriage 
certificate or a certified copy of a domestic contract indicating their date of marriage. 



  

               
                 

              
                
        

 
                  

                  
              

              
             

 
                 

                
               
       

 
     

                  
       

 
              

     
 
                

  
 

        
                    

           
 
              

  
 
            
 
                  

               
               

 
 
                

              

11 

5.	 The date on which the spouses’ cohabitation began, if the starting date for 
determining the imputed value is not their date of marriage, if any. Proof of the date 
on which their cohabitation began must be provided. The only acceptable forms of 
proof are a joint declaration, signed by the spouses, attesting to that date or a certified 
copy of a domestic contract indicating that date. 

6.	 The date, if any, chosen jointly by the spouses as the starting date for determining the 
imputed value, if it is not their date of marriage, if any, or the date on which their 
cohabitation began. Proof of the jointly-chosen date must be provided. The only 
acceptable forms of proof are a joint declaration, signed by the spouses, attesting to 
that date or a certified copy of a domestic contract indicating that date. 

7.	 The spouses’ family law valuation date. Proof of the family law valuation date must 
be provided. The only acceptable forms of proof are a joint declaration, signed by the 
spouses, attesting to their family law valuation date or a certified copy of a domestic 
contract indicting their family law valuation date. 

Maximum fee payable for application 
19. The following is the maximum fee that may be imposed by an administrator for an 

application for a statement of imputed value: 

1.	 $200, if the pension plan provides defined contribution benefits to the member, 
former member or retired member. 

2.	 $500, if the pension plan provides defined benefits to the member, former member or 
retired member. 

Statement of imputed value — form and contents 
20. (1) A statement of imputed value, to be provided under subsection 67.2 (9) of the Act, 

must be set out on a form approved by the Superintendent. 

(2) Background information: The following background information must be included in 
the statement: 

1.	 Particulars identifying the pension plan, the employer and the administrator. 

2.	 The name and date of birth of each spouse. The statement must also indicate which 
spouse is the member, former member or retired member of the pension plan and, if 
applicable, which spouse is entitled to a pension payable on the death of the retired 
member. 

3.	 The employment and membership status, for the purposes of the pension plan, of the 
spouse who is the member, former member or retired member. The statement must 
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also indicate when he or she became a member and, if applicable, when he or she 
became a former member and retired member, respectively. 

4.	 The starting date used for determining the imputed value of the pension benefits, 
deferred pension or pension. The statement must indicate whether the starting date is 
the spouses’ date of marriage, the date on which their cohabitation began or another 
date chosen jointly by the spouses. 

5.	 The spouses’ family law valuation date. 

(3) Preliminary valuation: The preliminary value for family law purposes of the pension 
benefits, deferred pension or pension and the particulars of the information used and 
assumptions relied upon to determine the preliminary value must be set out in the statement. 

(4) Imputed value: The imputed value of the pension benefits, deferred pension or pension 
must be set out in the statement. 

(5) Related financial matters: The following additional information about related matters 
must be included in the statement: 

1.	 The accumulated amount of any additional voluntary contributions made by the 
member or former member on or before the family law valuation date, including 
interest on those contributions. The dates on which additional voluntary contributions 
were made must also be indicated. 

2.	 The amount of any lump sum payable to the former member or retired member under 
subsection 39 (4) of the Act, determined as of the family law valuation date. 

(6) Options for spouse: The following information about the options available in the 
circumstances to the former spouse of a member, former member or retired member must be 
included in the statement: 

1.	 If applicable, a description of the options available to the former spouse under 
subsection 67.3 (2) of the Act for transferring a lump sum from the pension plan. The 
statement must also indicate how the former spouse applies for a transfer and indicate 
the information that he or she will be required to provide in such an application. 

2.	 If applicable, a description of the option available to the former spouse under 
subsection 67.4 (10) of the Act to request payment of a single pension instead of 
payment of a share of the retired member’s pension and payment of a pension on the 
death of the retired member. The statement must also indicate how the former spouse 
applies for payment of a single pension and indicate the information that he or she 
will be required to provide in such an application. 
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(7) General information: The following general information about the pension plan must be 
included in the statement: 

1.	 An explanation of the provisions of the plan that apply to the member, former member 
or retired member or to a spouse entitled to a pension payable on the death of the 
retired member. 

2.	 The transfer ratio of the plan as of the valuation date of the most recent report under 
section 3 or 14 of the General Pension Regulation that was filed with the 
Superintendent before the family law valuation date. 

3.	 If applicable, particulars relating to the wind up of the pension plan if the effective 
date of the wind up is on or before the date of the statement of imputed value. 

4.	 If applicable, particulars relating to a partial wind up of the pension plan if the 
member, former member or retired member is affected by the partial wind up and if 
the effective date of the partial wind up is on or before the date of the statement of 
imputed value. 

5.	 If applicable, particulars of any application to the Superintendent on or before the 
family law valuation date for payment of surplus out of the pension fund to a class of 
employees that may include the member, former member or retired member, if the 
Superintendent has not consented to the application on or before the family law 
valuation date. 

(8) A certificate of the administrator — certifying that the information in the statement is 
accurate, based on the information provided by the applicant and the information contained in 
the records of the pension plan — must be included in the statement. 

Deadline for providing statement 
21. The statement of imputed value must be given to both spouses under subsection 67.2 (9) 

of the Act within 60 days after the administrator receives the completed application for the 
statement, accompanied by the required documents and the application fee, if any. 

TRANSFER OF A LUMP SUM FOR CERTAIN FAMILY LAW PURPOSES 

(SECTION 67.3 OF THE ACT) 

Application for transfer of lump sum 
22. (1) An application under subsection 67.3 (2) of the Act by an eligible spouse for the 

transfer of a lump sum must be made on a form approved by the Superintendent and must be 
accompanied by the material that is specified in the form. 

(2) The application form must require the applicant to provide the following information 
and material: 
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1.	 Particulars identifying the pension plan, the employer and the administrator. 

2.	 The name and contact information of the applicant and of his or her spouse. 

3.	 The applicant’s date of birth. Proof of the date of birth must be provided. 

4.	 The applicant’s direction to the administrator to make a transfer described in 
subsection 67.3 (2) of the Act, specifying the type of transfer under that subsection, 
and the particulars required to enable the administrator to make the transfer. 

5.	 A certified copy of a domestic contract, family arbitration award or court order setting 
out the information described in paragraphs 4 and 5 of subsection 67.3 (1) of the Act 
concerning the applicant’s entitlement to the transfer and the amount to be transferred. 
In the case of a family arbitration award or court order, the applicant must also certify 
that the award or court order is final and is not subject to appeal or review by a court. 

Transfers to prescribed retirement savings arrangements 
23. The following types of retirement savings arrangements are prescribed for the purposes 

of paragraph 2 of subsection 67.3 (2) of the Act as the prescribed retirement savings 
arrangements into which a lump sum may be transferred: 

1.	 A life income fund that is governed by Schedule 1.1 of the General Pension 
Regulation. 

2.	 A locked-in retirement account. 

Restrictions on transfer of lump sum 
24. (1) The restrictions set out in this section are prescribed for the purposes of subsection 

67.3 (3) of the Act as restrictions that apply with respect to the transfer of a lump sum under 
section 67.3 of the Act. 

(2) The administrator is not required to make the transfer if, after the administrator gave the 
statement of imputed value to the spouses but before the eligible spouse gave the administrator 
the completed application for transfer, the member’s pension benefits or the former member’s 
deferred pension, as the case may be, ceased to be available for apportionment for family law 
purposes as a result of a transfer or otherwise. 

(3) The following restrictions apply if the transfer relates to pension benefits that are defined 
benefits or if the transfer relates to a deferred pension provided with respect to defined benefits: 

1.	 The same restrictions that apply under subsections 19 (2), (3) and (6) to (7.2) of the 
General Pension Regulation with respect to the transfer of the commuted value of the 
member’s pension benefits or the former member’s deferred pension, as the case may 
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be, also apply with necessary modifications with respect to the transfer of a lump sum 
under section 67.3 of the Act. 

2.	 For the purposes of applying the restrictions under those subsections of the General 
Pension Regulation to the transfer of the lump sum, a reference to “commuted value” 
in those subsections means that portion of the imputed value to which the eligible 
spouse is entitled. 

(4) If the pension plan is being wound up in whole and if the administrator receives the 
application for the transfer before any assets attributable to the member or former member are 
distributed, 

(a)	 the transfer of the lump sum is subject to the same restrictions on the wind up of the 
pension plan as the distribution of the member’s pension benefits or the former 
member’s deferred pension, as the case may be; and 

(b)	 the maximum lump sum that may be transferred is 50 per cent of the member’s or 
former member’s entitlement on the wind up, including any amount guaranteed by the 
Guarantee Fund. 

(5) Subsection (4) applies with necessary modifications if the pension plan is being wound 
up in part, if the member or former member is affected by the wind up and if administrator 
receives the application for the transfer before any assets attributable to the member or former 
member are distributed. 

Deadline for making the transfer 
25. (1) The lump sum must be transferred under subsection 67.3 (4) of the Act within 60 

days after the administrator receives the completed application for the transfer, accompanied by 
the required documents. 

(2) Despite subsection (1), if the transfer is subject to a restriction described in subsection 
24 (3) of this Regulation, the deadline for transferring the remaining portion of the lump sum is 
the same as the applicable deadline in subsection 19 (7) of the General Pension Regulation. 

(3) Despite subsection (1), if the transfer is subject to a restriction described in clause 24 (4) 
(a) of this Regulation on the wind up of the pension plan, the deadline for transferring the lump 
sum is the same as the deadline under section 72 of the Act for making other transfers in respect 
of the wind up. 

Updating the imputed value re maximum percentage for transfer 
26. (1) The imputed value of pension benefits or a deferred pension must be updated in 

accordance with this section for the purposes of subsection 67.3 (6) of the Act. 
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(2) The imputed value of pension benefits or a deferred pension accumulates interest from 
the family law valuation date to the beginning of the month in which the lump sum is to be 
transferred under section 67.3 of the Act. 

(3) The rate of interest is calculated in accordance with the following rules: 

1.	 If the pension benefits are defined contribution benefits, or if the deferred pension is 
provided with respect to defined contribution benefits, the rate of interest is calculated 
as the average, over a reasonably recent period that does not exceed 12 months, of the 
yields of five-year personal fixed term chartered bank deposit rates as determined 
from the Canadian Socio-Economic Information Management System (CANSIM) 
series V122515 compiled by Statistics Canada and available on the website 
maintained by the Bank of Canada. 

2.	 If the pension benefits are defined benefits, or if the deferred pension is provided with 
respect to defined benefits, the rate of interest is the same as the rate of interest used 
to calculate the preliminary value of the pension benefits or deferred pension. 

Overview re adjustment of benefits, etc., following transfer of lump sum 
27. For the purposes of subsection 67.3 (8) of the Act, the benefits and entitlements of a 

member or former member are to be adjusted in accordance with sections 28 to 30 of this 
Regulation upon the transfer of a lump sum under section 67.3 of the Act. 

Adjustment of pension benefits or deferred pension (defined contribution benefits) 
28. If the member’s pension benefits are defined contribution benefits, or if the former 

member’s deferred pension is provided with respect to defined contribution benefits, the 
adjusted amount of his or her pension benefits or deferred pension upon the transfer of the lump 
sum is determined using the formula, 

G − H 

in which, 

“G”	 is the total amount of contributions, and interest on the contributions, paid by or for 
the credit of the member or former member and determined on an individual account 
basis immediately before the transfer of the lump sum, and 

“H”	 is the amount of the lump sum that was transferred. 

Adjustment of member’s pension benefits (defined benefits) 
29. (1) If the member’s pension benefits are defined benefits, the adjusted amount of his or 

her pension benefits is determined in accordance with this section. 
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(2) All calculations required by this section are to be made as of the date on which the 
member terminates employment or membership, except where otherwise indicated. 

(3) The adjusted amount of the member’s accrued pension benefits, other than bridging 
benefits, if any, is determined in accordance with the following rules: 

1.	 Transferred portion: As of the date of the transfer of the lump sum, calculate an 
amount representing the transferred portion of the member’s accrued pension benefits 
(other than bridging benefits, if any) using the formula, 

J × (E F)× (K L) 

in which, 

“E”	 has the same meaning as in section 16, 

“F”	 has the same meaning as in section 16, 

“J”	 is the amount of the member’s accrued pension benefits as of the family law 
valuation date, excluding any bridging benefits, 

“K”	 is the amount of the lump sum that was transferred, and 

“L”	 is the imputed value of the member’s accrued pension benefits as updated 
under section 26. 

2.	 Indexation of transferred portion: If the terms of the pension plan, as they read on the 
family law valuation date, provide for the indexation of a deferred pension, increase 
the amount of the transferred portion as calculated under paragraph 1 for indexation 
on the same basis as a deferred pension of a former member who terminated 
employment or membership as of the family law valuation date, for the period 
beginning on the family law valuation date and ending on the date on which the 
member terminates employment or membership. 

3.	 Pre-adjustment amount of the member’s accrued pension benefits: Calculate the 
amount of the accrued pension benefits (other than bridging benefits, if any) to which 
the member is entitled on the date on which he or she terminates employment or 
membership. 

4.	 Adjusted amount: Calculate the adjusted amount of his or her accrued pension 
benefits (other than bridging benefits, if any) using the formula, 

M − N 
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in which, 

“M”	 is the pre-adjustment amount of the member’s accrued pension benefits (other 
than bridging benefits, if any) as calculated under paragraph 3, and 

“N”	 is the amount of the transferred portion as calculated under paragraph 1 or 2, 
whichever applies. 

(4) The adjusted amount of the member’s accrued bridging benefits, if any, is determined in 
accordance with the following rules: 

1.	 Transferred portion: As of the date of the transfer of the lump sum, calculate an 
amount representing the transferred portion of the member’s accrued bridging 
benefits, if any, using the formula, 

P × (E F)× (K L) 

in which, 

“E” has the same meaning as in section 16, 

“F” has the same meaning as in section 16, 

“K” has the same meaning as in paragraph 1 of subsection (3), 

“L” has the same meaning as in paragraph 1 of subsection (3), and 

“P” is the amount of the member’s accrued bridging benefits, if any, as of the 
family law valuation date. 

2.	 Pre-adjustment amount of the member’s accrued bridging benefits: Calculate the 
amount of the accrued bridging benefits to which the member is entitled on the date 
on which he or she terminates employment or membership. 

3.	 Adjusted amount: Calculate the adjusted amount of the member’s accrued bridging 
benefits, if any, using the formula, 

Q − R 

in which, 
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“Q”	 is the pre-adjustment amount of the member’s accrued bridging benefits as 
calculated under paragraph 2, and 

“R”	 is the amount of the transferred portion as calculated under paragraph 1. 

(5) For greater certainty, the period of employment credited under the pension plan to the 
member is not reduced by an adjustment under this section. 

Adjustment of former member’s deferred pension (defined benefits) 
30. (1) If the former member’s deferred pension is provided with respect to defined 

benefits, the adjusted amount of his or her deferred pension is determined in accordance with 
this section. 

(2) All calculations required by this section are to be made as of the transfer of the lump 
sum, except where otherwise indicated. 

(3) The adjusted amount of the former member’s deferred pension, other than bridging 
benefits, if any, is determined in accordance with the following rules: 

1.	 Pre-adjustment amount: Calculate the amount of the former member’s deferred 
pension (other than bridging benefits, if any) as of the family law valuation date, 
increased for any indexation provided by the terms of the pension plan for the period 
from the date on which he or she terminated employment or membership to the family 
law valuation date. 

2.	 Transferred portion: Calculate an amount representing the transferred portion of the 
former member’s deferred pension (other than bridging benefits, if any) using the 
formula, 

S× (E F)× (U V) 

in which, 

“E”	 has the same meaning as in section 16, 

“F”	 has the same meaning as in section 16, 

“S”	 is the pre-adjustment amount of the former member’s deferred pension (other 
than bridging benefits, if any) as calculated under paragraph 1, 

“U”	 is the amount of the lump sum that was transferred, and 
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“V”	 is the imputed value of the former member’s deferred pension as updated 
under section 26. 

3.	 Adjusted amount: Calculate the adjusted amount of the former member’s deferred 
pension (other than bridging benefits, if any) using the formula, 

S − W 

in which, 

“S” is the pre-adjustment amount of the former member’s deferred pension (other 
than bridging benefits, if any) as calculated under paragraph 1, and 

“W” is the amount of the transferred portion as calculated under paragraph 2. 

(4) The adjusted amount of the former member’s bridging benefits, if any, is determined in 
accordance with the following rules: 

1.	 Pre-adjustment amount: Calculate the amount of any bridging benefit to which the 
former member was entitled as of the family law valuation date. 

2.	 Transferred portion: Calculate an amount representing the transferred portion of the 
former member’s bridging benefits using the formula, 

X × (E F)× (U V) 

in which, 

“E” has the same meaning as in section 16, 

“F” has the same meaning as in section 16, 

“U” has the same meaning as in paragraph 2 of subsection (3), 

“V” has the same meaning as in paragraph 2 of subsection (3), and 

“X”	 is the pre-adjustment amount of the former member’s bridging benefits as 
calculated under paragraph 1. 

3.	 Adjusted amount: Calculate the adjusted amount of the former member’s bridging 
benefits using the formula, 

X − Y 
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in which, 

“X”	 is the pre-adjustment amount of the former member’s bridging benefits as 
calculated under paragraph 1, and 

“Y”	 is the amount of the transferred portion as calculated under paragraph 2. 

(4) For greater certainty, the period of employment credited under the pension plan to the 
former member is not reduced by an adjustment under this section. 

DIVISION OF A PENSION FOR CERTAIN FAMILY LAW PURPOSES 

(SECTION 67.4 OF THE ACT) 

Application for division of pension 
31. (1) An application under subsection 67.4 (2) of the Act by an eligible spouse for the 

division of a pension must be made on a form approved by the Superintendent and must be 
accompanied by the material that is specified in the form. 

(2) The application form must require the applicant to provide the following information 
and material: 

1.	 Particulars identifying the pension plan, the employer and the administrator. 

2.	 The name and contact information of the applicant and of his or her spouse. 

3.	 The applicant’s date of birth. Proof of the date of birth must be provided. 

4.	 The applicant’s direction to the administrator to divide the retired member’s pension 
under section 67.4 of the Act and the particulars required to enable the administrator 
to implement the direction. 

5.	 A certified copy of a domestic contract, family arbitration award or court order setting 
out the information described in paragraphs 4 and 5 of subsection 67.4 (1) of the Act 
concerning the applicant’s entitlement to the division and to payment of the share of 
the pension. In the case of a family arbitration award or court order, the applicant 
must also certify that the award or court order is final and is not subject to appeal or 
review by a court. 

(3) The application may include a written waiver under subsection 67.4 (8) of the Act, in a 
form approved by the Superintendent, that the eligible spouse waives his or her entitlement to a 
pension payable upon the death of the retired member. 
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(4) The application may include the applicant’s request under subsection 67.4 (10) of the 
Act for payment of a single pension from the pension plan instead of payment of a share of the 
retired member’s pension and payment of a pension upon the death of the retired member. 

Restrictions on division of pension 
32. (1) The restrictions set out in this section are prescribed for the purposes of subsection 

67.4 (3) of the Act as restrictions that apply with respect to the division of a pension under 
section 67.4 of the Act and the payment of the eligible spouse’s share under that section. 

(2) The administrator is not required to divide the pension and pay the eligible spouse’s 
share to the applicant if, after the administrator gave the statement of imputed value to the 
spouses but before the eligible spouse gave the administrator the completed application for 
division of the pension, the retired member’s pension ceased to be available, as a result of a 
transfer or otherwise, for division and payment. 

(3) If the pension plan is being wound up in whole and if, before any assets attributable to 
the retired member are distributed, the administrator receives the application for division of the 
pension and payment of the eligible spouse’s share, 

(a)	 payment of the eligible spouse’s share to the applicant is subject to the same 
restrictions on the wind up of the pension plan as the payment of the retired member’s 
pension; and 

(b)	 the maximum share of the retired member’s pension that is payable to the eligible 
spouse is 50 per cent of the retired member’s pension entitlement on the wind up, 
including any amount guaranteed by the Guarantee Fund. 

(4) Subsection (3) applies with necessary modifications if the pension plan is being wound 
up in part, if the retired member is affected by the wind up and if, before any assets attributable 
to the retired member are distributed, the administrator receives the application for division of 
the pension and payment of the eligible spouse’s share. 

Deadline to begin payments to eligible spouse 
33. Payment of the eligible spouse’s share of the pension under subsection 67.4 (4) of the 

Act must begin within 60 days after the administrator receives the completed application for 
division and payment, accompanied by the required documents. 

Overview of division and revaluation, etc. 
34. (1) For the purposes of subsection 67.4 (4) of the Act, a retired member’s pension is to 

be divided and revalued in accordance with section 35 of this Regulation. 

(2) For the purposes of subsection 67.4 (10) of the Act, the single pension payable to an 
eligible spouse is to be determined in accordance with section 36 of this Regulation. 
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(3) The calculations required by sections 35 and 36 must be done using methods and 
assumptions that are consistent with section 3500 of the Canadian Institute of Actuaries 
Standards of Practice. 

(4) For the purposes of the calculations required by sections 35 and 36, the rate of interest is 
calculated as the average, over a reasonably recent period that does not exceed 12 months, of the 
yields of five-year personal fixed term chartered bank deposit rates as determined from the 
Canadian Socio-Economic Information Management System (CANSIM) series V122515 
compiled by Statistics Canada and available on the website maintained by the Bank of Canada. 

Division and revaluation of retired member’s pension 
35. (1) The following rules govern the division and revaluation of the retired member’s 

pension: 

1.	 Retired member’s initial (notional) pension: Determine the amount of the pension 
instalment payable to the retired member immediately before the family law valuation 
date. 

2.	 Eligible spouse’s initial (notional) share: Determine the amount of the pension 
instalment payable to the eligible spouse, under the order, family arbitration award or 
domestic contract referred to in subsection 67.4 (1) of the Act, as of the family law 
valuation date. 

3.	 Retired member’s revalued (notional) pension: Subtract the eligible spouse’s pension 
instalment, as determined in paragraph 2, from the retired member’s pension 
instalment, as determined in paragraph 1. 

4.	 Lump sum arrears in eligible spouse’s (notional) share: Determine the total of the 
pension instalments, with interest, payable to the eligible spouse from the family law 
valuation date to the date as of which the retired member’s pension is divided under 
subsection section 67.4 (4) of the Act. 

5.	 Arrears expressed as pension instalments: Determine the amount of a pension 
instalment payable for the life of the retired member, commencing as of the payment 
date that falls on or immediately after the date as of which the retired member’s 
pension is divided, such that the commuted value of this pension is equal to the 
amount determined in paragraph 4. 

6.	 Eligible spouse’s share of the pension: Add the amount of the pension instalment as 
determined under paragraph 5 to the amount of the pension instalment as determined 
under paragraph 2. This is the eligible spouse’s share of the retired member’s 
pension. 
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7.	 Retired member’s revalued pension: Subtract the amount of the pension instalment as 
determined under paragraph 5 from the amount of the pension instalment as 
determined under paragraph 3. This is the retired member’s revalued pension. 

(2) The eligible spouse’s share of the retired member’s pension, as determined in paragraph 
6 of subsection (1), is payable as of the payment date that falls on or immediately after the date 
on which the retired member’s pension is divided under subsection 67.4 (4) of the Act, and is 
payable for the life of the retired member. 

(3) The retired member’s revalued pension, as determined in paragraph 7 of subsection (1), 
is payable as of the payment date that falls on or immediately after the date on which the retired 
member’s pension is divided under subsection 67.4 (4) of the Act, and is payable for the life of 
the retired member. 

Combining payments into a single pension 
36. (1) If an eligible spouse requests payment of a single pension under subsection 67.4 

(10) of the Act, and if the pension plan permits payment of a single pension to the spouse in the 
circumstances, the amount of the single pension is determined in accordance with the following 
rules: 

1.	 Eligible spouse’s share of the retired member’s pension: Determine the eligible 
spouse’s share of the retired member’s pension in accordance with section 35. 

2.	 Commuted value of eligible spouse’s share: Determine the commuted value of the 
eligible spouse’s share of the retired member’s pension. 

3.	 Commuted value of eligible spouse’s survivor benefit: Determine the commuted 
value of the pension payable to the eligible spouse upon the death of the retired 
member. 

4.	 Total commuted value of both: Add the commuted values determined under 
paragraphs 2 and 3. 

5.	 Eligible spouse’s single pension: Determine the amount of a pension instalment 
payable for the life of the eligible spouse, commencing as of the payment date that 
falls on or immediately after the date as of which the retired member’s pension is 
divided, such that the commuted value of this pension is equal to the amount 
determined in paragraph 4. This is the single pension payable to the eligible spouse 
under subsection 67.4 (10) of the Act. 

6.	 The commuted values referred to in paragraphs 2, 3 and 5 are to be determined as of 
the date on which the retired member’s pension is being divided. 
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(2) The single pension payable to the eligible spouse under subsection 67.4 (10) of the Act, 
as determined in paragraph 5 of subsection (1), is payable as of the payment date that falls on or 
immediately after the date on which the retired member’s pension is divided under subsection 
67.4 (4) of the Act, and is payable for the life of the eligible spouse. 

OTHER TRANSITIONAL MATTERS 

(SECTION 67.6 OF THE ACT) 

Calculation re maximum percentage 
37. (1) For the purposes of subsection 67.6 (4) of the Act, the pension benefits accrued 

during the period a member, former member or retired member had a spouse shall be determined 
as if the member terminated employment at the valuation date in accordance with the terms of 
the plan at that date and without consideration of future salary, benefits or changes to the plan 
but with consideration for the possibility of future vesting. 

(2) In this section, 

“valuation date” means the valuation date as defined in subsection 4 (1) of the Family Law Act. 

Notice re spouse’s entitlement to options 
38. (1) This section applies if the administrator is given a certified copy of a court order, 

family arbitration award or domestic contract described in subsection 67.6 (1) of the Act that 
was made before the date on which that subsection of the Act comes into force and that entitles 
the spouse of a member to a payment under section 5 of the Family Law Act. 

(2) If the member named in the court order, award or contract terminates employment, the 
administrator shall give the following information and documents to the spouse within 30 days 
after receiving notice of the termination: 

1.	 Notice that the member has terminated employment. 

2.	 A copy of the statement given to the member by the administrator. 

3.	 Information about the options available to the spouse under subsection 67.6 (7) and 
section 42 of the Act. 

MISCELLANEOUS MATTERS 

Inspection of administrator’s records 
39. (1) The administrator of a pension plan is required by clause 29 (1) (c.1) of the Act to 

make the prescribed records available for inspection without charge by a former spouse, within 
the meaning of sections 67.1 to 67.6 of the Act, of a member, former member or retired member, 

(a)	 if the former spouse has applied under subsection 67.2 (6) of the Act for a statement 
of imputed value; or 
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(b)	 if his or her spouse has applied under subsection 67.2 (6) of the Act for a statement of 
imputed value. 

(2) However, the administrator is not required to make the prescribed records available to 
the former spouse after the earlier of, 

(a)	 one year after the date on which the administrator gives the statement of imputed 
value to the former spouse or to the member, former member or retired member, as 
the case may be, under subsection 67.2 (9) of the Act; and 

(b)	 the date on which the administrator transfers a lump sum to the former spouse under 
subsection 67.3 (4) of the Act or begins payment of a share of the retired member’s 
pension to the former spouse under subsection 67.4 (4) of the Act. 



 

 

 
  

 
 

 

 

 

 

 

 

 

 

 

Details of Temporary Solvency Funding Relief for 
Certain Pension Plans in the Broader Public Sector 

(Pension Benefits Act Regulation 909) 

Overview 

In June 2009, the Lieutenant Governor in Council enacted an amendment to the 
regulation under the Pension Benefits Act (PBA) to provide temporary solvency 
funding relief for defined benefit (DB) pension plans in Ontario. The measures 
apply to the first scheduled valuation report dated on or after September 30, 
2008 and before September 30, 2011. 

The relief measures include three options: 

	 Defer for up to one year the start of new special payments.  This deferral 
applies to both the going concern special payments and solvency special 
payments. 

	 Consolidate any remaining solvency special payments from previous 
valuations into a new 5-year payment schedule. 

	 Amortize the new solvency deficiency over a period of up to 10 years, 
instead of the usual 5 years, with the consent of plan members.  Consent is 
provided if no more than 1/3 of all active, deferred and retired members 
indicate that they do not consent. 

Since the introduction of the 2009 solvency funding relief measures, many single-
employer defined benefit pension plan sponsors and sponsors of defined 
contribution pension plans with minimum guaranteed benefits (hybrid pension 
plans) in the public sector and broader public sector (BPS), including universities, 
have approached the government seeking additional solvency funding relief.   

In an effort to support sustainable public sector and BPS pension plans, the 
Minister of Finance announced in the 2010 Budget that the government is 
considering providing additional temporary solvency funding relief to certain 
single employer, DB or hybrid pension plans in the public sector and BPS, 
including Ontario university pension plans. 

In exchange for the relief, plan sponsors would be expected to adopt plan 
changes that would make their plans more sustainable in the long term.  Plan 
changes, as indicated in the 2010 Budget, could include (but are not limited to) 
the following: 

	 converting to joint sponsorship for future service; 
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 more equitable sharing of the normal cost of providing benefits between 
employers and members; 

 linking some future benefits, such as inflation protection, to plan 
performance; and 

 enhancing cost certainty and affordability through benefit adjustments that 
make plans more sustainable. 

This process could include discussions with collective bargaining agents (CBAs).  

Although the exemption from the requirement to fund on a solvency basis applies 
only to existing JSPPs, plans that convert to JSPPs in the future could be 
considered for relief from future solvency deficiencies.  Existing solvency 
deficiencies would still need to be addressed. 

Consideration would be given to the need for agreement between the plan 
sponsor and the representatives of plan members on issues such as the plan’s 
governance structure, sharing of gains and losses, funding policies and 
contribution rate stabilization reserves, and the way in which accrued benefits are 
addressed in the event of a plan wind up. 

There would be no additional funding from the province to finance pension 
deficits. 

Further details were provided through separate announcements on 
August 5, 2010 and August 24, 2010. Links to these announcements on the 
Ministry of Finance website are provided at the end of this document. 

Details of the relief measures, including eligibility criteria and additional 
conditions, would be outlined in an amendment to the regulations under the PBA, 
which is expected to come into effect by mid-May, 2011.  Examples of steps that 
eligible pension plans could take and the measurement of financial impacts that 
are outlined in the “Savings Target” section below are not part of the amendment 
to the regulation. Rather, this is information that the Ministry of Finance would 
rely on in considering whether a pension plan has been made more sustainable 
in the long term. The Lieutenant Governor in Council will make the final decision 
on the regulation. 

The proposed measures would provide temporary solvency funding relief in two 
stages with eligibility criteria attached to each stage.  Details of the proposed 
relief measures and requirements for application are provided in the sections 
below. 

If accepted into Stage 1, plan sponsors would file a valuation report with the 
Financial Services Commission of Ontario (FSCO) in accordance with the 
proposed regulation. Plan sponsors would have three years (3-year period) from 
the valuation date of this report to determine plan changes, a process that may 
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include discussions with CBAs or other means in accordance with the plan’s 
governance requirements.  They would be required to make minimum payments 
during this 3-year period to ensure the solvency shortfall does not increase.    

At the end of the 3-year period, plan sponsors would be required to prepare 
another valuation and submit a report (Stage 1 progress report) to the Ministry of 
Finance to demonstrate progress in meeting their funding plan targets.  This 
report would be submitted to the Ministry of Finance no later than 6 months after 
the end of the 3-year period. 

The results revealed in this report would be measured against established 
savings targets as detailed in the “Savings Targets” section, which outlines the 
conditions a pension plan would be required to meet in order to qualify for Stage 
2 relief. 

If substantial progress has been made in meeting the targets, it is contemplated 
that Ministry of Finance would recommend further funding relief to be provided to 
eligible plans (Stage 2 relief).  Otherwise, the normal PBA funding provisions 
effective at the time would apply. 

Plan changes identified during the 3-year period should be fully adopted no more 
than 5 years from the effective date of the Stage 1 progress report.   

Please note that while the details of the proposed temporary solvency funding 
relief are anticipated to form a part of the proposed regulation, the savings 
targets would likely not form part of the proposed regulation. 

Details of the Proposed Temporary Solvency Funding Relief as Proposed in 
the Draft Amendment to the Regulation 

Eligibility to Enter Stage 1 

It is contemplated that the Ministry of Finance would recommend that single 
employer, public sector and BPS pension plans qualify for Stage 1 of the 
proposed two-stage relief if they meet certain criteria as outlined in the 2010 
Budget and subsequent announcements: 

	 the pension plan provides defined benefits;  

	 the pension plan is not a multi-employer pension plan; 

	 the pension plan is not a jointly-sponsored pension plan; 

	 the pension plan is sponsored by a public sector employer as defined in the 
regulation; 
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	 members continue to accrue defined benefits under the pension plan (i.e., it 
is not a closed plan with past service benefits only or a plan with 
predominantly retired members); 

	 eligibility for Stage 1 relief would be based on the first valuation report 
(Stage 1 valuation report) dated on or after December 31, 2009 and filed 
after the regulation is made [expected by mid-May, 2011]; 

	 the Stage 1 valuation report indicates that, as of the valuation date, either: 

	 the ratio of the market value of the plan assets to the going concern 
liabilities is less than 0.9; or 

	 the ratio of the solvency assets to the solvency liabilities, as defined 
under the Pension Benefits Act, is less than 0.9. 

 a funding plan shall be submitted to the Ministry of Finance indicating 
estimated savings targets and possible steps to make the pension plan 
more sustainable in the long term; 

	 steps could include, among other things, prospective benefit adjustments, 
an increase in the portion of the normal cost paid by employees (up to 50% 
of the total), linking some future benefits to plan investment performance, or 
converting to joint sponsorship for future service. 

Stage 1 Relief 

During the three years of the Stage 1 relief period, the following provisions would 
apply: 

	 Annual filings of actuarial valuations would not be required, irrespective of 
whether the plan has solvency concerns as described in the regulations 
under the PBA; 

	 The prior year credit balance would be set to zero at the onset of Stage 1 
relief; 

	 Commencement of new going concern special payments may be deferred 
by up to one year from the date of the Stage 1 valuation report;  

	 Going concern payment schedules established in valuation reports prior to 
the date of Stage 1 valuation report would continue; 

	 Solvency payment schedules established in valuation reports prior to the 
Stage 1 valuation would be suspended.  Instead, during the four years 
following the date of Stage 1 valuation report, the annual minimum solvency 
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special payments would be the greater of (a) and (b) below, less the going 
concern special payments due for the year: 

a. 	 The amount of the annual interest charge on the solvency deficiency 
identified in the Stage 1 valuation report, excluding any solvency asset 
adjustment and solvency liability adjustment; and 

b. 50% of the special payments that are required to amortize the excess, if 
any, of 80% of the solvency liability over the solvency assets, as 
determined in the Stage 1 valuation report, over a four year period 
commencing at the date of Stage 1 valuation report. 

	 Limits on contribution holidays and accelerated funding requirements for 
benefit improvements during the 4-year period as detailed in the “Additional 
Conditions: Limits on Contribution Holidays and Benefit Improvements” 
section below would apply; 

	 Additional disclosure requirements to members and retirees. This could be 
accomplished through including such information in annual statements or 
issuing special notices. 

Exit Stage 1 Relief 

For plans which are not able to make substantial progress in meeting the savings 
targets and therefore not able to enter the Stage 2 relief, it is anticipated that the 
following provisions would apply no more than 3 years from the date of the Stage 
1 valuation report (Stage 1 exit date). 

	 The plan should prepare an actuarial valuation report as of the Stage 1 exit 
date under s. 3 or s.14. 

	 This report should be filed with the FSCO no later than one year after the 
valuation date. 

	 Any solvency deficiency identified in this report must be amortized over a 
period of no more than 5 years with the first payment starting no later than 
12 months after the valuation date. 

	 Going concern special payment schedules established in valuation reports 
prior to this report would continue. 

	 Any new going concern unfunded liability identified in this report would be 
amortized over a period of no more than 15 years, with the first payment 
starting no later than 12 months after the date of the valuation report. 
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	 Limits on contribution holidays and accelerated funding requirements on 
benefit improvements detailed in “Additional Conditions: Limits on 
contribution holidays and benefit improvements” below would remain in 
effect until the earlier of 10 years from the Stage 1 exit date or the date the 
second of two consecutive valuations are filed with FSCO where the 
transfer ratio is greater than or equal to 1.0. 

	 Disclosure to members and retirees about the plan’s exiting from the Stage 
1 relief regime. This could be accomplished through including such 
information in annual statements or issuing special notices. 

Stage 2 Relief 

For plans that are able to demonstrate that substantial progress has been made 
in meeting savings targets, the following provisions would apply if the proposed 
regulation is made: 

	 The plan would prepare an actuarial valuation report as of the Stage 1 exit 
date (Stage 2 valuation report). 

	 The Stage 2 valuation report would be filed with FSCO no later than one 
year after the valuation date. 

	 Any solvency deficiency identified in the Stage 2 valuation report would be 
amortized over a period of no more than 10 years with the first payment 
starting no later than 12 months after the date of the Stage 2 valuation 
report. 

	 Solvency asset adjustment would include the present value of going 
concern special payments payable from the date of the Stage 2 valuation 
report to the end of the period this solvency deficiency is fully liquidated. 

	 Going concern special payment schedules established in valuation reports 
prior to the Stage 2 valuation report would continue. 

	 Any new going concern unfunded liability identified in the Stage 2 valuation 
report would be amortized over a period of no more than 15 years with the 
first payment starting no later than 12 months after the date the Stage 2 
valuation report. 

	 Filing of subsequent valuation reports would be in accordance with the 
requirements of the PBA and regulations in effect at the time. 

	 Funding of any additional going concern unfunded liability in a valuation 
report subsequent to the Stage 2 valuation report would be in accordance 
with the PBA and regulations in effect at the time. 
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	 Any additional solvency deficiency revealed in a report subsequent to the 
Stage 2 valuation report would be amortized over a period that is the longer 
of 5 years or the remaining period from the valuation date to the end of the 
10 year period the solvency deficiency identified in the Stage 2 valuation 
report is fully liquidated. 

	 The solvency asset adjustment would include present value of going 
concern special payments and solvency special payments payable over the 
same period. 

	 Limits on contribution holidays and accelerated funding requirements on 
benefit improvements detailed in the “Additional Conditions: Limits on 
Contribution Holidays and Benefit Improvements” section below would 
remain in effect until the earlier of 15 years starting from the effective date 
of the Stage 2 valuation report, or the date the second of two consecutive 
valuations filed with FSCO, where the transfer ratio is greater than or equal 
to 1.0. 

Additional Conditions: Limits on Contribution Holidays and Benefit Improvements 

Proposed regulations under Bill 120 would prescribe conditions for contribution 
holidays and require accelerated funding of benefit improvements under certain 
situations. All pension plans registered under the PBA would be subject to Bill 
120 and its related regulations once those regulations are made.  It is proposed 
that plans seeking temporary solvency funding relief under this regime would be 
subject to additional conditions and limits, as follows:  

	 The transfer ratio of the plan shall not fall below 1.10 after the application of 
the contribution holidays; 

	 To the extent that a going concern unfunded liability is created or increased 
due to plan amendments that increase pension benefits or ancillary benefits, 
such an unfunded liability shall be amortized over a period of no more than 
5 years with the first payment commencing in accordance with the funding 
requirements under the PBA and regulation in effect at the time. 

	 To the extent that the transfer ratio of the plan is reduced to below 0.90 due 
to plan amendments that increase pension benefits or ancillary benefits, a 
lump sum special payment should be made immediately to restore the 
transfer ratio to at least 0.90.  The balance of the increase in the going 
concern unfunded liability shall be amortized over a period of 5 years as 
stated above. 

7 



 

 

 

 

 

 

 

 
 

 
 

 

 

 

 

Savings Targets 

Almost all pension plans experienced significant investment losses during the 
great recession of 2008 - 2009. These investment losses, together with declining 
interest rates, have resulted in significant funding deficits in most pension plans.  
These funding deficits could be viewed as cyclical, structural or a combination of 
both to some degree. 

If a plan experiences funding difficulties regardless of the economic environment, 
the funding deficit is considered to be more structural than cyclical in nature.  The 
savings targets attempt to approximate the size of structural deficits. Under this 
proposed regime, a pension plan that has had structural funding challenges over 
the past decade would have higher savings targets. 

Additionally, the savings targets will also serve as a measurement tool for the 
Ministry of Finance to consider whether steps taken towards sustainability were 
commensurate with the structural funding challenges faced by those plans 
seeking Stage 2 funding relief.  It will also serve to guide plans with various 
funding challenges towards more equitable sharing of risk between members and 
employers in the long term. 

The savings target is defined as: 

savings target = 1 - Minimum (A, B) where: 

A is the average ratio of the market value of plan assets to 
going concern liabilities, up to 1.00, determined in the last three 
valuations filed and in the Stage 1 valuation 

B is the average ratio of solvency assets to solvency liabilities, 
up to 1.00, determined in the last three valuations filed and in 
the Stage 1 valuation 

Terms 

Stage 1 valuation = 1st valuation on or after December 31, 2009 and filed after 
the regulation is made 

Stage 1 progress valuation = valuation performed no more than 3 years after the 
Stage 1 valuation date to qualify for Stage 2 funding relief 

The present value of future service benefits and future normal costs shall be 
determined using an aggregate actuarial cost method calculated on a going 
concern basis. 

8 



                     

                       

 

 

 

 
 

 

 
 

 

 
 

 

 

 

 

 

 

 
              

            

All present values of future service benefit, normal cost and liabilities are 
determined as of the Stage 1 progress valuation date and should be calculated 
using the same actuarial assumptions used in the Stage 1 valuation. 

PVFB(o) = present value of future service benefits under plan provisions as at 
the Stage 1 valuation date, excluding amendments made within the last five 
years leading up to the Stage 1 valuation date or plan amendments made prior to 
this period that are scheduled to come into effect during this period which may 
have enhanced the sustainability of the plan.  Amendments to increase pension 
benefits or ancillary benefits that were made during this five-year period or 
scheduled to come into effect during this period should not be excluded. 

PVFNC(o) = present value of future normal cost under the same plan provisions 
in calculating PVFB(o), expressed as a dollar amount and as a percentage of the 
present value of future pensionable earnings. 

PVFB(n) = present value of future service benefits under plan provisions as at 
the Stage 1 progress valuation date, including plan amendments excluded from 
PFVB(o) and amendments adopted or to be adopted no later than 5 years after 
the Stage 1 progress valuation date. 

PVFNC(n) = present value of future normal cost under the same plan provision in 
calculating PVFB(n), expressed as a dollar amount and as a percentage of 
present value of future pensionable earnings. 

Accrued Liability(o) = accrued liability for active members under the same plan 
provisions in calculating PVFB(o). 

Accrued Liability(n) = accrued liability for active members under the same plan 
provision in calculating PVFB(n). 

Savings Targets for a DB Plan: 

	 The plan should determine a normal cost contribution rate as at the Stage 1 
progress valuation date such that the present value of future normal cost 
contributions would at least equal the present value of future service 
benefits under the same plan provision in calculating PVFB(n).  That is: 

PVFNC(n) = PVFB(n) and where PVFB(n) <= PVFB(o); 

	 The employer’s share of the normal cost should not exceed its share under 
the same plan provisions in calculating PVFB(o).  That is: 

ER PVFNC(n) ER PVFNC(o) 


  ----------------------------- < = --------------------------------------  

EE PVFNC(n) EE PVFNC(o) 
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	 The plan should demonstrate that it has achieved one or both of the 
following: 

	 Employer and members share more equally in the normal cost going 
forward 

	 Adjustment to pension benefits / ancillary benefits in respect of future 
service and / or realignment of employer and employee normal cost 
going forward would satisfy the savings target.  That is: 

[PVFB (o) - EE PVFNC (o)] - [PVFB(n) - EE PVFNC(n)] + [ Accrued Liability (o) - Accrued Liability (n)] 
(------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------)

 PVFB(o) 
>= savings target 

Savings Targets for a Hybrid Plan: 

If retaining the plan structure as a hybrid plan, or if the plan has converted to 
provide defined contribution benefits only for future service but retains the 
practice of converting a defined contribution benefit into a defined benefit within 
the plan at retirement, then the plan should demonstrate the following: 

	 PVFB(n) <= PVFB(o), where the present value of future service benefits 
includes benefits under both the defined contribution provision and the 
minimum guarantee benefit provision. 

	 The employer’s share of the total normal cost, i.e., employer normal cost 
contribution to the defined contribution provision and to the minimum 
guarantee benefit provision, should not exceed its share under the same 
plan provision in calculating PVFB(o).  That is: 

ER PVFNC(n) ER PVFNC(o) 


  ----------------------------- < = --------------------------------------  

     EE PVFNC(n)  EE PVFNC(o) 


(for purposes of this calculation, the present value of future benefits and 
contributions includes benefits and contributions under the defined 
contribution provision, as applicable) 

	 Actions that have been taken to reduce the plan’s risk resulting from a 
review of the conversion process, excess investment return indexing 
provision and non-reduction guarantee provision, and the financial impact 
as a result of taking such actions. 

	 The aggregate financial impact from all actions taken would produce a 
saving to the plan that would meet the savings target below: 
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[PVFB (o) - EE PVFNC (o)] - [PVFB(n) - EE PVFNC(n)] + [ Accrued Liability (o) - Accrued Liability (n)] 
(------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------)

                                                     PVFB(o) + Accrued Liability (o) 
>= savings target 

For purposes of demonstrating the financial impact of actions taken to 
reduce the plan’s risks, such as revision of the conversion process and/or 
other post-retirement benefit adjustment provisions, those actions could 
be modeled for inclusion in the determination of whether the savings 
target has been achieved. 

Also, for the purposes of this calculation, the present value of future 
service benefits, contributions, accrued liabilities include benefits, 
contributions and accrued liabilities under both the defined contribution 
provision and the minimum guarantee benefits provision, as applicable. 

If the plan has been converted to a “pure” defined benefit plan, the plan should 
demonstrate that: 

	 The future service benefit accrual rate should not exceed the current 
minimum guarantee benefit level. 

	 The plan should determine a normal cost contribution rate as at the Stage 1 
progress valuation date such that present valuation of future contributions 
would at least equal the present value of future benefits under the same 
plan provisions in calculating PVFB(n).  That is: 

PVFNC(n) = PVFB(n) and where PVFB(n) <= PVFB(o); 

	 The employer’s share of the normal cost should not exceed its share under 
the same plan provision in calculating PVFB(o). That is:  

ER PVFNC(n) ER PVFNC(o) 


  ----------------------------- < = --------------------------------------  

     EE PVFNC(n)  EE PVFNC(o) 


(for this calculation, present value of contributions includes contributions to 
defined contribution provision as applicable) 

	 Actions that have been taken to reduce the plan’s risk resulting from a 
review of the conversion process, excess investment return indexing 
provision and non-reduction guarantee provision for benefits accrued up to 
the effective date of conversion and the financial impact as a result of taking 
such action. 
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	 The plan should demonstrate that it has achieved one or both of the 
following: 

	 Employer and members share more equally in the normal cost going 
forward; 

	 The aggregate financial impact from all actions taken would produce a 
saving to the plan that would meet the savings target outlined in the DB 
section. That is: 

[PVFB (o) - EE PVFNC (o)] - [PVFB(n) - EE PVFNC(n)] + [ Accrued Liability (o) - Accrued Liability (n)] 
(------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------)

 PVFB(o) 
>= savings target 

For purposes of demonstrating the financial impact of actions taken to 
reduce the plan’s risks, such as a revision of the conversion process 
and/or other post-retirement benefit adjustment provisions, those actions 
could be modeled for inclusion in the determination of whether the savings 
target has been achieved. 

Also, for purposes of this calculation, the present value of future service 
benefits, contributions and accrued liabilities include benefits, 
contributions and accrued liabilities under both the defined contribution 
provision and the minimum guarantee benefits provision, as applicable. 

Application and Process 

Plans which intend to apply for the 2-stage solvency funding relief should apply 
by submitting an application to the Ministry of Finance prior to filing the Stage 1 
valuation report in order to be considered by the Ministry for solvency relief.  The 
application should be sent to:  

Public Sector Pension Plan Solvency Relief Application 
Pension Policy Branch 
Ministry of Finance 
5th Floor, Frost Bldg S. 
7 Queen’s Park Crescent 
Toronto ON M 7A 1Y7 

There will be a number of windows of opportunity to apply. 

The first window is from the date of posting of this document to March 23, 2011.  
Eligible pension plans with a valuation date as at December 31, 2009 or with a 
valuation date in 2010 could apply during this window.   
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Other windows of opportunity for eligible pension plans with valuation dates in 
2011 and 2012 will be announced at a future date. 

The application should include, at a minimum, the following documents: 

	 The estimated savings target of the pension plan in accordance with the 
“Savings Targets” section above; 

 A detailed funding plan showing how the pension plan could be modified 
such that its provisions are consistent with the intent of the relief regime; 

	 The funding plan should identify prospective plan changes which could be 
introduced or discussed with CBAs during the 3-year period under the Stage 
1 relief and would become effective no later than 5 years after the end of 
Stage 1 relief. Such prospective plan changes could include changes to 
benefits, contributions, or both. 

-	 To the extent possible, when identifying examples of prospective plan 
changes that could measurably reduce future costs, include rough 
estimates of potential savings, expressed in dollars as well as a 
percentage of present value of future pensionable earnings and future 
liabilities on a going concern basis, using the assumptions in the Stage 1 
valuation report. 

	 An indication that this funding plan has been shared with plan members and 
their representatives / collective bargaining agents (CBAs) and will be 
shared with retirees; 

	 Identification of the CBAs representing members of the pension plan (if 
any), the number of members represented by each CBA (and those not 
represented) at the valuation date, and the date(s) at which collective 
bargaining agreements expire. 

	 Identification of amendments to the pension plan which have already been 
made in the last five years leading up to the date of Stage 1 valuation report 
or plan amendments made prior to this period that are scheduled to come 
into effect during this period which may have enhanced the sustainability of 
the pension plan. 

	 Identification of amendments made prior to entering Stage 1 that are 
scheduled to come into effect after entering Stage 1 that may have 
increased the cost of the pension plan. 

	 Copies of plan documents, amendments and valuation reports filed since 
December 31, 1999. 
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The Ministry of Finance will consider whether the application satisfies the criteria 
for Stage 1 relief. If the plan is considered to have satisfied the criteria, the 
Ministry will make a recommendation to the government that a regulation be 
made to provide the described funding relief. 

A pension plan that is provided with funding relief through the proposed 
regulation would have up to three years from the Stage 1 valuation date to 
determine pension plan changes, a process that may include discussions with 
CBAs, that are consistent with the intent of this proposed solvency funding relief 
regime. 

The administrator of the plan would be required to provide the Ministry of Finance 
with a report (Stage 1 progress report) within 6 months after the end of the 3-year 
period of Stage 1 relief.  The report should detail all pension plan changes that 
have been identified or discussed with the CBAs and are to be fully adopted not 
later than 5 years after the end of the 3-year period under Stage 1 relief (See 
“Savings Targets” above for details). 

If a pension plan is considered to have made substantial progress in meeting the 
savings target, the Ministry would consider recommending to the government 
that a regulation be made to provide the Stage 2 funding relief. 

It is proposed that pension plans whose sponsors do not successfully adopt 
sufficient plan modifications during the 3-year period under Stage 1 relief 
(including decisions taken previously) would not receive extended solvency relief 
and would be transitioned back to the normal funding rules in place at the time 
(see “Exit Stage 1 Relief” above for details) 

Whether or not a pension plan would receive the extended solvency relief (Stage 
2 relief), an actuarial valuation report should be filed with FSCO no more than 12 
months after the end of the 3-year period under Stage 1 relief. 

Applying for this two-stage solvency funding relief would not preclude eligible 
sponsors from electing Option 1 under the 2009 temporary solvency funding 
relief (i.e., the deferral of up to 12 months of the start of new going concern 
special payments). 

It is contemplated that the regulations will name those pension plans that receive 
solvency relief in 2011. 

Links to Previous Announcements: 

August 5, 2010 

http://www.news.ontario.ca/tcu/en/2010/08/putting-university-pension-plans-on-a-
sustainable-track.html 
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August 24, 2010 

http://news.ontario.ca/mof/en/2010/08/mcguinty-government-taking-additional-
steps-to-strengthen-ontarios-pension-system.html 
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Previous Consultations and Legislative Proposals
 

This page provides links to 2005, 2006, 2008, 2009 and 2010 consultation papers and proposed
legislation related to the regulation of Ontario pension plans under the Pension Benefits Act and
related legislation. Links to the consultation papers and proposed legislation of other
jurisdictions are provided for your convenience.
 

 
 

Prince Edward Island government tables bill  to protect private sector pension plans
Prince Edward Island introduced the new Pension Benefits Act for first reading on December 2,
2010. An extensive consultation with stakeholders will take place throughout the upcoming
months before being brought forth for second reading.

Bill 135 - Helping Ontario Families and Managing Responsibly Act, 2010

On November 18, 2010, the Ontario government introduced for first reading Bill 135 .
Schedule 8 of the bill contains an amendment to the Financial Services Commission of Ontario
(FSCO) Act, 1997 which allows the Superintendent to delegate to FSCO employees the exercise
of powers and performance of duties that are delegated to the Superintendent in an agreement
under section 100 of the Pension Benefits Act (PBA). Section 100 deals with the new multi
lateral pension plan agreement.

Schedule 15 of the bill contains a proposed amendment to the PBA to repeal clause 42(1)(c),
which enables a former member of a pension plan to transfer the commuted value of his or her
deferred pension for the purchase of a life annuity on June 30, 2011. A related amendment to
section 42 of the PBA provides that if the commuted value of the former member’s deferred
pension is greater than the amount that the Income Tax Act permits to be used to purchase the
former member’s life annuity, the excess amount is payable to the former member.

Bill 120 - Securing Pension Benefits Now and in the Future Act, 2010

On October 19, the Ontario Government introduced Bill 120  and gave it first reading. This Bill
implements changes announced by the minister on August 24, 2010. The changes to the Ontario
Pension Benefits Act  include changes to types of benefits and pension plans, funding
requirements, entitlement to surplus, Pension Benefit Guarantee Fund, administration of pension
plans, regulatory oversight and enforcement, other technical and complementary amendments
and a review of the PBA and regulations.

Ontario Government news release - Further Strengthening Pensions

On August 24, 2010 the Ontario Government issued a news release  and a technical
backgrounder providing further information about the additional steps being taken to
strengthen Ontario’s pension system. The documents include information about the broad
package of reforms that Ontario will propose this fall.

CAPSA Consultation Update– Draft guideline on Fund Holder Arrangements

In response to stakeholder requests, CAPSA has extended the comment period for the draft
guideline on Fund Holder Arrangements to September 15, 2010 . Stakeholders are
encouraged to participate in this consultation process. A copy of the draft guideline , guideline
table  and letter to stakeholders  are available on the CAPSA website (www.capsa-acor.org 

).

  2010
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Federal Government released draft regulations

On May 3, 2010, the federal government released draft regulations , which propose changes
to the defined benefit plan funding provisions and the federal investment rules. The proposed
changes will affect pension plans that are registered under the Pension Benefits Standards Act,
1985 with the Office of the Superintendent of Financial Institutions.
 
Please note: Ontario has adopted the federal investment rules as they read on December 31,
1999 for the investment of pension fund assets. The draft regulations propose the removal of
the quantitative limits which previously applied to the real estate and resource property
investments. For the proposed changes to be effective for pension plans registered in Ontario
they would have to be specifically adopted by the Ontario government.

CAPSA Consultation - Draft guideline on Fund Holder Arrangements
On May 4, 2010, CAPSA released a draft Guideline on Fund Holder Arrangements for
stakeholders’ review and comment. A copy of the Guideline , Guideline Table  and Letter to
stakeholders  are available for download or printing on the CAPSA website (www.capsa-
acor.org ). The deadline for submissions is July 30, 2010.

Amendments to the Pension Benefits Standards Act, 1985 (PBSA)

On March 29, 2010, the federal Government tabled Bill C-9 , An Act to implement certain
provisions of the budget tabled in Parliament on March 4, 2010 and other measures. Part 9 of
the Bill contains most of the proposed changes to the PBSA announced by the Government on
October 27, 2009.

Manitoba News Release - Province Overhauls Pension Benefits Act

On March 26, 2010, Manitoba released changes  to its Pension Benefits Act and regulations
that would strengthen and update the legislation. 

Changes to the Pension Benefits Act, R.S.O. 1990 (PBA)

On March 25, 2010, Bill 16  passed first reading. The Bill implements the 2010 budget
measures and enacts or amends various Acts including the PBA. 

2010 Ontario Budget Delivered

On March 25, 2010, the Ontario Budget  was delivered. The budget proposes changes to
Ontario’s tax and pension systems. For pension related matters, see chapter III of the budget
(or pages 151, 167-174 in PDF format).

Alberta Starts Pension Consultation
Alberta has launched a public consultation on how to strengthen the province’s retirement
income system and how to expand pension coverage for those not covered by a workplace
pension. The deadline for feedback is April 16, 2010.

Nova Scotia Consultation
The Nova Scotia Department of Labour and Workforce Development released a discussion paper 

 on March 5, 2010 to gather more input from employers, employees, unions and industry
about private-sector pension-plan management. The deadline for submission is April 15, 2010. 

British Columbia Consultation - Ways to strengthen the pension system and expand pension
coverage

On February 2, 2010, the British Columbia government released an online consultation  to
seek public input on ways to strengthen the pension system and expand pension coverage. The
deadline for submission is April 1, 2010. 



2/27/2023 Previous Consultations and Legislative Proposals

www.fsco.gov.on.ca/en/pensions/other_consultations/pages/priorconsultations.aspx 3/6

CAPSA Consultation Update– Prudence Standard in Pension Plan Funding and Investment
The comment period for the consultation paper The Prudence Standard and the Roles of the Plan
Sponsor and Plan Administrator in Pension Plan Funding and Investment has been extended to
April 30, 2010 to provide stakeholders with more opportunity to participate in the consultation
process. The consultation paper  is available for download or printing on the CAPSA website
(www.capsa-acor.org ).
 

 
 

Changes to the Pension Benefits Act, R.S.O. 1990

On December 9, 2009, Bill 236 - Pension Benefits Amendment Act, 2009  passed first reading.
The Bill amends the Pension Benefits Act in connection with several matters, including: benefits
for members and others who are entitled to payments out of pension plans; asset transfers
between pension plans; partial wind ups of pension plans; surplus-sharing agreements; the
administration of pension plans; the powers of the Superintendent; and certain terminology
used in the Act. Further information is available from the Ministry of Finance .  

CAPSA Consultation – Prudence Standard in Pension Plan Funding and Investment

The Canadian Association of Pension Supervisory Authorities (CAPSA) released a consultation
paper The Prudence Standard and the Roles of the Plan Sponsor and Plan Administrator in
Pension Plan Funding and Investment on November 30, 2009.
 
CAPSA is interested in receiving feedback on the paper, and has included specific questions in
the paper to guide comments. The deadline for submissions has been extended to April 30,
2010. The consultation paper  is available for download or printing on the CAPSA website
(www.capsa-acor.org ). 

Federal Pension Proposals Released

On October 27, 2009, the federal government released pension reform proposals  aimed at
improving the federal private pension legislative and regulatory framework. Other technical
amendments are also proposed.  

Manitoba releases Proposed Pension Regulations
Manitoba has released proposed amendments to the regulations that result from 2005 changes
to its Pension Benefits Act. Comments on the proposed regulations may be submitted until
August 15, 2009. 

Call for Retirement Summit

An August 6, 2009 news release  includes a call from the premiers for a national summit on
retirement income.

Ontario Budget 2009 Delivered

On March 26, 2009, the Ontario budget  was delivered. The budget proposes changes to
Ontario's tax and pension systems.  

Nova Scotia Pension Review Panel releases Final Report

On January 27, 2009, the Nova Scotia Pension Review Panel released its final report .  

Law Commission of Ontario's final report on division of pensions upon marriage breakdown

  2009
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The Law Commission of Ontario has released its final report  on the division of pensions upon
marriage breakdown.  

Consultation on Pension Plans Regulated by the Office of the Superintendent of Financial
Institutions (OSFI)

January 9, 2009 - The Financial Division of the Department of Finance has released a discussion
paper - Strengthening the Legislative and Regulatory Framework for Private Pension Plans
Subject to the Pension Benefits Standards Act, 1985 (PBSA) .
 
The consultation includes, in part, a request for comments on ways to improve the regulatory
framework governing pension investment. Ontario has, by reference in the Pension Benefits Act
(PBA), adopted the federal investment rules, and this portion of the consultation may be of
special interest to pension plans which are subject to the PBA. Comments are to be provided by
interested parties by March 16, 2009.

 

 

Ontario Solvency Funding Relief

December 16, 2008 - The Ontario government is proposing to introduce legislation this spring to
provide pension plans with temporary solvency funding relief.

Consultation on Locked-In Accounts

December 1, 2008 - Ontario Ministry of Finance initiates consultation on regulatory changes for
locked-in accounts.

Alberta and British Columbia release report of Joint Expert Panel on Pension Standards

November 28, 2008 - The Alberta and British Columbia governments have released the report of
the Joint Expert Panel on Pension Standards. 

Family Law Reforms and Pensions

On November 24, 2008, Bill 133 - Family Statute Law Amendment Act  passed first reading.
Bill 133 includes provisions concerning the division of pensions on marriage breakdown.

Expert commission on pensions delivers final report

On November 20, 2008, the Ontario government announced receipt of A Fine Balance: Safe
Pensions, Affordable Plans, Fair Rules  , the final report from the Expert Commission on
Pensions.  The province is seeking feedback on the report from Ontarians, with a written
comment period ending February 27, 2009.

CAPSA Releases Report on Regulatory Principles for a Model Law

On October 31, 2008, CAPSA released the final report on its work on Regulatory Principles for a
Model Pension Law. The report  is available for download or printing on the CAPSA website
(www.capsa-acor.org  ).

CAPSA In-Person Consultation in Ontario

  2008
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The CAPSA Secretariat has confirmed the dates for the in-person consultation sessions across
Canada. The Ontario consultation is scheduled for Monday December 1, 2008. Further details
and registration information are available on the CAPSA website  , or from Daniel Padro by
calling 416-590-7034.

CAPSA Consultation - Multi-Jurisdictional Pension Plans

The Canadian Association of Pension Supervisory Authorities (CAPSA) released a proposed
Agreement Respecting Multi-Jurisdictional Pension Plans on October 21, 2008. 


CAPSA is interested in receiving feedback on the proposed Agreement, in particular on its
practical application.  The deadline for submissions is January 30, 2009.  The consultation paper 

 is available for download or printing on the CAPSA website (www.capsa-acor.org  ).

Nova Scotia Pension Review Panel releases Interim Position Paper

On October 17, 2008, the Nova Scotia Pension Review Panel released an Interim Position Paper 
providing tentative answers to the questions posed in their Discussion Paper, and seeking

further comments from interested stakeholders.


 
No consultations or legislative proposals were posted in 2007. 


 

Pension Sector Cost Recovery Proposal

FSCO is proposing to implement an assessment process, commencing with its 2007/08 fiscal
year, to ensure that FSCO’s expenditures for the pension sector are fully recovered.  This new
process will replace the current Annual Information Return (AIR) fee.

 

The proposed new cost recovery process retains the structure of the current AIR fee as a base
assessment for each plan. The only noteworthy changes are to have an assessment adjustment
assigning shortfalls/surpluses on a pro rata basis to the base assessment, and to have the new
assessment collected through an invoice instead of with the AIR.

 

Comments on FSCO’s Pension Sector Cost Recovery Proposal  Size: 29 kb​ may be made by
August 18, 2006 to the attention of:

 

Gino Marandola

Senior Manager, Operations

Financial Services Commission of Ontario


2007

  2006
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5160 Yonge St., 4th Floor, Box 85

Toronto, ON M2N 6L9

Tel: 416 226-7820 

Fax: 416 226-7777

Email: gino.marandola@fsco.gov.on.ca


Expert Commission Established 

On November 9, 2006, the government of Ontario announced the appointment of an expert
commission to carry out province wide consultations on possible changes to the Pension Benefits
Act. The commission is to be chaired by Harry Arthurs, a noted academic and labour lawyer.
Other commission members are Ian Markham, Kathryn Bush, Bob Baldwin and Murray Gold. The
commission is expected to report back in the summer of 2008.

 

The commission’s areas of focus will include:

pension plan funding and surplus;
the Pension Benefits Guarantee Fund;
full and partial plan wind ups, plan splits and mergers;
asset transfers between pension plans; and
funding of defined benefit multi-employer pension plans.

Information about the commission, its terms of reference and contact information is available at
www.pensionreview.on.ca.    

Surplus Sharing Regulation Extended

On November 9, 2006, the regulation to extend subsections 8 (1) and (2) of Regulation 909 to
December 31, 2009 was filed as O. Reg. 509/06. The regulation will be published in The Ontario
Gazette on November 25, 2006.


 
 

Mandatory Retirement

In June 2005, the Ontario Minister of Labour introduced Bill 211, An Act to amend the Human
Rights Code and certain other Acts to end mandatory retirement.   The Act received Royal
Assent on December 12, 2005, to take effect one year after this date (except for section 7 which
amended the Workplace Safety and Insurance Act, 1997). 


Current Consultations and Proposed Legislation

  2005



Guideline on Fund Holder Arrangements 

Prepared by the Canadian Association of Pension Supervisory Authorities (CAPSA)
 
May 4, 2010
 



TABLE OF CONTENTS
 

INTRODUCTION ................................................................................................................................... 3
 

PURPOSE ............................................................................................................................................. 3
 

FUND HOLDER PRINCIPLES .............................................................................................................. 3
 

KEY PLAYERS IN FUND HOLDER ARRANGEMENTS ....................................................................... 4
 

RESPONSIBILITIES RELATED TO THE PENSION FUND’S ASSETS ................................................ 4
 

2.1 RESPONSIBILITIES OF THE EMPLOYER......................................................................................... 5
 

2.2 RESPONSIBILITIES OF THE PLAN SPONSOR ................................................................................. 5
 

2.3 RESPONSIBILITIES OF THE ADMINISTRATOR................................................................................. 5
 

2.3.1 Responsibilities Regarding the Pension Fund and Fund Holder ........................................... 6
 

2.3.2 Delegation of Duties by the Administrator............................................................................. 7
 

2.3.3 Governance Matters Regarding the Pension Fund............................................................... 7
 

2.4 RESPONSIBILITIES OF THE FUND HOLDER ................................................................................... 8
 

2.5 THE CUSTODIAN........................................................................................................................ 9
 

2.5.1 Responsibilities of the Custodian ......................................................................................... 9
 

2.6 THE THIRD-PARTY SERVICE PROVIDER..................................................................................... 10
 

2.7 THE REGULATOR..................................................................................................................... 10
 

2.8 CANADA REVENUE AGENCY ..................................................................................................... 10
 

3.0 ROLES AND RESPONSIBILITIES OF MULTIPLE FUND HOLDERS..................................................... 10
 

REGULATOR EXAMINATIONS AND REVIEW OF FUND HOLDER ARRANGEMENTS................... 11
 

GLOSSARY OF TERMS ..................................................................................................................... 13
 

APPENDIX A....................................................................................................................................... 14
 

Guideline on Fund Holder Arrangements Page 2 of 15 



INTRODUCTION 

In October 2004, the Canadian Association of Pension Supervisory Authorities (CAPSA) released 
Guideline No. 4: Pension Plan Governance Guidelines and Self-Assessment Questionnaire to assist 
pension plan administrators in meeting their governance responsibilities, by achieving and maintaining 
good governance practices. 

Good pension plan governance requires control mechanisms that encourage good decision making, 
proper and efficient practices, clear accountability, and regular review and evaluation. It contributes to 
positive pension plan performance and demonstrates due diligence by the plan administrator. This 
Guideline on Fund Holder Arrangements highlights good governance practices related to fund holder 
arrangements of the pension plan and pension fund. 

Please note that this draft guideline has been prepared to contribute to the consistent development and 
maintenance of fund holder agreements in all Canadian jurisdictions. The draft guideline does not 
reflect the official position of any provincial or federal government or agency. 

PURPOSE 

One of the major participants in the operation of a pension fund is the fund holder. There are two basic 
types of fund holder arrangements: trusts and insurance contracts. However, both types of 
arrangements have changed significantly since the 1960s, when pension legislation first appeared and 
details of fund holder arrangements tended to become more complicated. This paper arises from the 
need to clarify the nature of fund holder arrangements and their related responsibilities. 

This guideline focuses on fund holder arrangements by: 

•	 Expanding on Guideline No. 4 by highlighting the governance principles related to fund holder 
arrangements. 

•	 Identifying the permitted types of fund holder arrangements. 

•	 Discussing the respective roles and responsibilities of key players. 

•	 Providing stakeholders with information on what the regulator looks for when examining fund 
holder arrangements. 

FUND HOLDER PRINCIPLES 

When dealing with the pension fund’s assets and fund holder arrangements, the plan administrator 
should abide by the following principles: 

1.	 Hold the pension fund’s assets – regardless of investment type – exclusively for the pension 
plan. 

2.	 Keep the pension fund’s assets separate and apart from the employer’s assets. 

3.	 Ensure that the pension fund’s assets are held separate and apart from the fund holder’s 
assets, except when permitted by applicable pension legislation. 

4.	 Act in a fiduciary role in relation to the pension fund. If a function is delegated to a third party, 
that party also needs to act in a fiduciary role as required by the appropriate legislation in 
respect to the delegated function. 

Guideline on Fund Holder Arrangements	 Page 3 of 15 



5.	 Ensure that the respective roles, duties, responsibilities and obligations of all parties providing 
services related to operation of the pension fund are clearly defined and understood. 

KEY PLAYERS IN FUND HOLDER ARRANGEMENTS 

The key players in fund holder arrangements are the: 

•	 administrator – the individual, group, body or entity that is ultimately responsible for the 
oversight, management and administration of the pension plan and its pension fund, as well as 
the investment of the pension fund. This function includes, but is not limited to, selecting and 
monitoring the activities of third-party service providers. 

•	 fund holder – the financial institution or party that is retained by the administrator to hold the 
pension fund’s assets in accordance with the terms of the fund holder agreement(s), the 
requirements of legislation (including the Income Tax Act) and the terms of the pension plan. 

•	 custodian – the financial institution that holds some or all of the pension fund’s assets pursuant 
to an agreement with the fund holder. (Although the custodian is not a fund holder, the fund 
holder may also be a custodian.) 

Other important players in various aspects of administering, investing and managing the pension fund’s 
assets include: 

•	 employer – a business or party that employs plan members for remuneration and who is 
required to make contributions to the pension plan on behalf of plan members, collect 
contributions (if any) from plan members and remit them to the pension fund. 

•	 plan sponsor – the individual or entit(y)ies that is responsible for designing the pension plan, 
setting the benefit structure for various classes of plan members, and for establishing, amending 
or terminating the pension plan. 

•	 third-party service provider – the entity (or entities) or individual(s) that is/are retained by the 
administrator to perform some or all of the delegated duties (that the administrator is required to 
perform) associated with the pension plan and pension fund. 

Note: Any one of the players listed above may act in more than one role. Therefore, it is important to 
know in which role each player is acting when decisions are being made. 

•	 regulator – the provincial or federal jurisdiction in which pension plans are registered, and that 
oversees the application of pension legislation (provincial or federal) to pension plans. 

•	 Canada Revenue Agency – the agency that administers the provisions of the Income Tax Act 
(Canada), (ITA) that require compliance by pension plans and fund holder arrangements. 

RESPONSIBILITIES RELATED TO THE PENSION FUND’S ASSETS 

All parties that are involved in the administration and investment of the pension fund have an obligation 
and duty to perform their functions with prudence and due diligence. 

The primary purpose of this section is to expand on Principle No. 5, by outlining the responsibilities of 
various parties in relation to the pension fund’s assets. This discussion will clarify the manner in which 
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each party, who is involved with the pension plan’s assets, has a role and responsibility of adhering to 
the five principles that are outlined in this guideline. 

2.1 Responsibilities of the Employer 

With respect to the pension fund’s assets, the employer’s responsibility is to remit contributions to the 
pension fund, within the time periods and in the amounts required by applicable pension legislation, the 
terms of the pension plan and the relevant terms of any collective agreements. By fulfilling this 
responsibility, the employer meets its funding obligation and helps ensure that the pension fund’s 
assets are held separate and apart from its own assets (Principle No. 1). The employer is also 
responsible for keeping accurate and up-to-date records on each plan member’s length of service and 
earnings, and any other information that is required by the administrator. In addition, the employer 
must provide this information to the administrator in a timely manner. 

Note: For matters such as establishing, amending or terminating the pension plan, and determining 
plan provisions, the employer is entitled to act in its own best interests, subject to the terms of the 
pension plan, applicable legislation and any relevant collective agreement. 

2.2 Responsibilities of the Plan Sponsor 

The plan sponsor is the individual or entity that is responsible for establishing the pension plan, and for 
ensuring that it always has an administrator. The plan sponsor is also responsible for making 
amendments to the pension plan and deciding if it should be wound up. If the pension plan is wound 
up, the administrator is responsible for ensuring that it is wound up in accordance with the requirements 
of applicable pension legislation and pension plan documents. 

Note: The plan sponsor is entitled to make decisions about the pension plan (e.g., pension plan 
amendments, whether to continue the pension plan, etc.) that are in the business’ best interests, 
subject to the terms of the pension plan, applicable legislation and any relevant collective agreement. 
While the plan sponsor will often be the employer, other parties may take on this role (e.g., the plan 
sponsor is the corporate parent of the employer or a union). In these circumstances, it is appropriate for 
the plan sponsor’s actions to reflect its responsibilities – and not those of the employer. 

2.3 Responsibilities of the Administrator 

The administrator is responsible for the overall administration of the pension plan, and the 
administration and investment of the pension fund. The pension plan and pension fund must be 
administered and invested in accordance with applicable pension legislation, the ITA and pension plan 
documents. (For a concise list of requirements for each jurisdiction, see Table 1 – Who is the 
Administrator.) 

When acting as an administrator, a party is held to a fiduciary standard of care (Principle No. 4). (For a 
concise list of requirements for each jurisdiction, see Table 1 – Role of the Administrator as a 
Fiduciary.) In this fiduciary role, the administrator must carry out its duties in a manner that: 

•	 Treats plan members and beneficiaries fairly and in an even-handed manner. 

•	 Conforms to the fiduciary standard of care, as set out in applicable legislation (i.e., the standard 
of care, skill and diligence of a prudent person). 
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•	 Interprets the pension plan’s terms fairly, impartially and in good faith. 

•	 Prevents personal interests from being in conflict with those of plan members and beneficiaries. 

•	 Ensures that plan members and beneficiaries receive the benefits that were promised to them 
(within the scope of the administrator’s authority). 

Note: For the purpose of this guideline, the term “fiduciary” is understood to include “trustee” and 
signifies a legal relationship in which a high standard of care must be exercised when dealing with the 
interests of another person. 

2.3.1 Responsibilities Regarding the Pension Fund and Fund Holder 

One of the administrator’s primary duties is to select one or more fund holders to manage the pension 
fund, and to ensure that the pension fund is administered and invested in accordance with relevant 
pension plan documents, applicable pension legislation and the ITA. The administrator’s duties in 
relation to the pension fund and the fund holder also include, but are not limited to: 

•	 Ensuring that the pension fund’s assets (when held by a fund holder), are held under an 
agreement that complies with applicable pension legislation. (This includes abiding by Principle 
No. 3, which requires the pension fund’s assets to be held separate and apart from the fund 
holder’s assets.) (For a concise list of requirements for each jurisdiction, see Table 1 – Who 
Can Hold Funds and Type of Agreement/Contract.) 

•	 Making sure that the duties, roles and expectations of all relevant parties are clearly set out in 
the fund holder agreement (Principle No. 5). 

•	 Monitoring and supervising the fund holder’s activities relating to the delegated functions 

•	 Filing true copies of the fund holder agreement, and all amendments or replacements, with the 
Canada Revenue Agency and the regulator on a timely basis. 

•	 Remitting or ensuring proper remittance of contributions to the pension fund. 

•	 Providing investment direction to the fund holder – if the fund holder is also responsible for 
investing some or all of the pension fund’s assets – through provisions in the pension plan’s 
Statement of Investment Policies and Procedures (SIP&P). 

•	 Giving investment direction to an investment manager – if the investment manager is 
responsible for making investment choices for some or all of the pension fund’s assets – 
through provisions in the SIP&P. 

•	 Ensuring that the administrator, or a third-party service provider that acts on its behalf, has a 
process in place to monitor the pension fund’s overall investments for compliance with the 
legislative requirements, the SIP&P and any other policies established by the administrator. 

•	 Making sure that the pension fund’s investments comply with applicable pension legislation and 
the ITA. 

•	 Monitoring the activities of the fund holder to ensure that the pension fund’s assets are 
administered in accordance with the fund holder agreement, the SIP&P and applicable pension 
legislation. 
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•	 Ensuring that the fund holder has sufficient information regarding contribution remittances to 
perform its duties as required by pension legislation (e.g., contribution reporting is required in 
Alberta and Ontario). 

•	 Directing the fund holder regarding payments that need to be made from the pension fund. 

•	 Executing the fund holder agreement(s). 

This list indicates that a high level of conduct is required by an administrator. (For a concise list of 
requirements for each jurisdiction, see Table 1 – Administrator duties relevant to the fund holder 
responsibilities.) 

2.3.2 Delegation of Duties by the Administrator 

Although the administrator may delegate some or all of its functions to third-party service providers, it is 
ultimately responsible for monitoring them, to ensure that the delegated duties are being performed 
accurately and in a timely manner. The administrator is also responsible for making sure that all of its 
actions, and those of any service providers to which it has delegated functions, meet the appropriate 
standard of care and compliance requirements. Further, a third-party administrator, where required by 
applicable legislation, may be required to act in a fiduciary capacity when performing delegated duties. 
(For more information on this topic, refer to Governance Guideline No. 4, which outlines certain 
expectations about how administrators should conduct themselves from a governance perspective.) 

2.3.3 Governance Matters Regarding the Pension Fund 

The administrator should comply with the governance principles that are outlined in Governance 
Guideline No. 4 and summarized below: 

•	 Have clear documentation for each action that is taken. 

•	 Ensure that appropriate records are kept by the fund holder. 

•	 Conduct a regular review of performance measures. 

•	 Maintain written policies on documentation, recordkeeping, costing and pension fund
 
investment.
 

•	 Monitor and assess fees to make sure they are reasonable and competitive. 

For single-employer pension plans, the same party often takes on multiple roles (i.e., the roles of the 
administrator, employer and plan sponsor). For multi-employer pension plans, the same party often 
acts in the roles of administrator and fund holder, while Quebec-registered pension plans require the 
same party to act in the roles of the administrator and fund holder. Although the same party is acting in 
multiple roles, it has different duties and obligations when it acts in each of these capacities. 

For example, when this party acts as the administrator, it is a fiduciary that must conform to a high 
standard of care when dealing with the interests of plan members and beneficiaries. While acting in the 
role of the employer or plan sponsor, it is not acting as a fiduciary. In these situations, it is important 
and sometimes difficult to clearly distinguish between the two roles. 

A number of possible scenarios regarding these duties are set out below. 
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Example 2.3.3 

The list below provides examples of situations where a party has more than one role regarding the 
pension plan. 

1. In a single-employer pension plan, the employer may also be the plan sponsor and 
administrator. 

2. A single-employer pension plan may include a number of related employers where one 
employer acts as the plan sponsor and administrator on behalf of all of the employers. 

3. In a multi-employer pension plan, the board of trustees often acts as both the administrator and 
fund holder (trustee). In addition, the plan sponsor may be the union. 

4. In Quebec, the pension committee acts as both the administrator and trustee. Therefore, it also 
acts as the fund holder. However, the employer will generally still have the plan sponsor role. 

5. In Ontario, a pension committee may act as the administrator, but not the trustee. Therefore, it 
cannot act as the fund holder. When the pension committee acts as the administrator, it would 
enter into an agreement with the fund holder. 

2.4 Responsibilities of the Fund Holder 

The fund holder is the financial institution or party that is retained by the administrator to hold all or part 
of the pension fund’s assets exclusively for the pension plan. If the fund holder is a trustee, any 
investment from the pension fund that can be registered, must be registered in the name of the trust for 
the pension plan. If an investment cannot be registered, it must be invested in a name that clearly 
indicates it is held in trust for the pension plan. If the fund holder is not a trustee, any investments of 
the pension fund must be held by a financial institution, in a name that clearly indicates they are held on 
behalf of the pension plan. 

The fund holder is responsible for: 

•	 Holding funds in a manner that is required by applicable pension legislation and the ITA. 
Typically, the fund holder must be a trust company, an insurance company, or another entity 
that is permitted by applicable legislation. (For a concise list of requirements for each 
jurisdiction, see Table 1 – Who Can Hold Funds and Type of Agreement/Contract.) 

•	 Acting under the terms of a fund holder agreement that meets the requirements of applicable 
pension legislation. Typically, the agreement must be a trust agreement or an insurance 
contract. (For a concise list of requirements for each jurisdiction, see Table 1 – Who Can Hold 
Funds and Type of Agreement/Contract.) 

•	 Reporting omissions or delays in contribution remittances to the regulator, as required by 
applicable pension legislation. (For a concise list of requirements for each jurisdiction, see 
Table 1 – Fund Holder Duties.) 

•	 Meeting the reporting and recordkeeping responsibilities that are set out in the fund holder 
agreement. 

•	 Providing direction on the investment of the pension fund’s assets, unless this duty is delegated 
under the agreement, in accordance with the pension plan’s SIP&P, applicable pension 
legislation and the ITA. 
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•	 Ensuring that the pension fund’s assets are held separate and apart from the employer’s and 
fund holder’s assets – except if it is permitted under applicable pension legislation (Principles 
No. 2 and 3). 

•	 Ensuring that the pension plan’s funds are held exclusively for the pension plan (Principle No. 1) 
and that the fund holder has clear, accurate and up-to-date records that reflect this requirement. 

If the administrator has delegated fund holder functions that involve his/her own fiduciary duties, the 
fund holder is obligated to conduct itself as a fiduciary. 

Example 2.4 

In a typical defined contribution pension plan where the fund holder agreement is an insurance contract 
(e.g., a group annuity policy), the fund holder arrangement would be made up of one or more 
documents and involve: 

• An insurance contract – that is issued to the administrator (typically the plan sponsor) by an 
insurance company – and provides underlying guaranteed and market-based (segregated fund) 
investment options. 

• A services agreement between the administrator and the insurance company, that sets out the 
recordkeeping and reporting duties of the insurance company, and the fees associated with 
those duties. 

2.5 The Custodian 

The fund holder may perform custodial duties for the pension fund, or may delegate some or all of 
those duties to a custodian. 

The custodian holds the pension fund’s assets pursuant to a contract between (a) the custodian and 
the fund holder, or (b) the custodian and a trustee, board of trustees, or pension committee acting as 
the fund holder. The custodian must maintain records that indicate the ownership of an investment, so 
it can be traced back to the pension plan that owns the investment. 

Note: When a custodian is retained by a board of trustees for a multi-employer pension plan or a 
pension committee for a Quebec-registered pension plan, its role of fund holder should be clearly 
documented in the fund holder arrangement. 

2.5.1 Responsibilities of the Custodian 

The custodian’s responsibilities are generally solely related to the safekeeping and servicing of the 
pension fund’s assets. The custodian is responsible for holding these assets in accordance with the 
terms of the custodial agreement, and must be capable of segregating the pension plan’s assets 
(Principles No. 2 and 3), and meeting the reporting and recordkeeping requirements of the custodial 
agreement. A custodian does not have legal title to assets and does not have the same tax reporting 
obligations. In addition, the custodian is retained through a contract and only owes duties to the party 
that retained its services. 
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Example 2.5.1 

If a board of trustees (or a Quebec pension committee) is the administrator, it may also perform the role 
of fund holder (trustee), and will usually enter into a custodial agreement with a financial institution. In 
this case, the custodial agreement will often resemble an agreement between the administrator and 
fund holder, as described in section 2.4. As the custodian, the financial institution must follow the 
directions of the board of trustees – who is acting in this case, in the role of fund holder, although, the 
board of trustees will carry out many other responsibilities in the role of administrator. 

2.6 The Third-Party Service Provider 

The third-party service provider is an entity or individual that is retained by the administrator and to 
whom the administrator delegates the responsibility to perform some or all of the delegated duties of 
the administrator that are associated with the operation of the pension plan and pension fund. Third-
party service providers may include insurance companies, consulting firms, recordkeepers, investment 
managers and any other entities that provide services to the administrator. 

2.7 The Regulator 

The regulator is the agency or entity that was set up pursuant to provincial or federal pension 
legislation, to regulate pensions in a particular jurisdiction in accordance with applicable pension 
legislation. 

2.8 Canada Revenue Agency 

Canada Revenue Agency is the agency that administers the provisions of the ITA that require 
compliance by pension plans and pension funds – including requirements that apply to the fund holder 
and investments of the pension fund. 

3.0 Roles and Responsibilities of Multiple Fund Holders 

The administrator may retain multiple fund holders for one pension plan. In this situation, the 
administrator is required to negotiate fund holder agreements with each fund holder, which take into 
account the duties and obligations that are included in applicable pension legislation. 

Multiple fund holders are most frequently retained by pension plans that offer benefits under a defined 
benefit and defined contribution provision. In this case, the administrator will often engage one fund 
holder for the defined benefit portion (most often a trust company) and a second fund holder for the 
defined contribution portion (generally an insurance company). Larger or more complex pension plans 
may also have multiple fund holders. 
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Example 3.0 

A fund holder arrangement for a pension plan that offers benefits under both a defined benefit and 
defined contribution provision can be structured in the following ways: 

Fund Holder Agreement Options 

a) The administrator establishes a contract or trust with each fund holder. 

b) The administrator and trustee establish a trust agreement that sets out the trustee’s duties 
regarding the trust fund. Both the defined benefit and defined contribution components of the 
pension fund are held in the trust fund. 

c) A trust agreement between the administrator and trustee sets out the trustee’s duties regarding 
the trust fund. The defined benefit component of the pension fund is held in the trust fund and 
the defined contribution component is held by the trustee – through an insurance contract that 
was issued to the trustee by an insurance company– as an asset of the trust fund. This 
insurance contract has underlying guaranteed and market-based (segregated fund) investment 
options. 

Services Agreement Options 

a) A services agreement is made between the insurance company, administrator and trustee. It 
sets out the insurer’s information reporting duties to the trustee and the administrator’s right to 
provide instructions to the insurance company. 

b) A services agreement is made between the plan sponsor and insurance company. It sets out 
the insurer’s recordkeeping and reporting duties regarding plan members, for the defined 
contribution component of the pension plan and the fees associated with those duties. 

In all of these situations, the administrator, insurance company and trustee will want to ensure that their 
roles and responsibilities are clearly defined and understood. 

A pension plan may have multiple fund holders for other reasons, such as a merger of pension plans, 
or transferring a group of plan members from another pension plan. If fund holder arrangements 
become very complex, the administrator must ensure that all fund holders are performing all duties that 
are required by applicable legislation, and that the pension fund, as a whole, is being invested in 
accordance with legislative requirements. 

REGULATOR EXAMINATIONS AND REVIEW OF FUND HOLDER ARRANGEMENTS 

When a regulator examines a pension plan’s fund holder arrangements, the focus is on compliance 
with relevant legislation and sound governance processes. This examination will vary based on the 
circumstances giving rise to the review. During the course of its review activities, the regulator will 
consider some or all of the compliance criteria, as well as other relevant issues when it: 

•	 Examines fund holder arrangement documentation to determine the type of arrangement and to 
confirm that there are appropriate documents to support the arrangements whether it is: 

o	 a trust, governed under the appropriate jurisdiction; 
o	 an insurance contract; or 
o	 another permitted fund holder arrangement. 
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•	 Verifies that the administrator has undertaken due diligence in the selection and monitoring of 
fund holders and third party service providers. 

•	 Verifies that the administrator has a process in place to monitor the investment of assets for 
compliance with legislative requirements and that the process is being followed. 

•	 Examines the custodial documentation. 

•	 Looks for written documentation that specifies which responsibilities have been delegated, who 
made the delegations and who received the delegated responsibilities. 

•	 Examines any related party transactions to confirm if they are permitted. 

•	 Considers what records have been created to document the retention of service providers and 
their respective duties. 

•	 Confirms if there are documents that provide direction for internal employees who are engaged 
in the fund holder selection process. 

•	 Determines the type of agreements and committee mandates that are in place for service 
providers and employees. 

•	 Establishes how service provider payments and performance are documented. 

•	 Verifies if the administrator regularly reports back to the plan sponsor’s board of directors, or the 
delegated body (if required), regarding agents, consultants and other service providers that are 
being used. 

•	 Establishes if the plan sponsor’s board of directors or delegated body has an overall policy on 
the retention of agents, consultants and other service providers. 

•	 Determines whether a conflict of interest policy has been considered and if the resulting 
decision is documented. 

•	 Confirms if the conflict of interest policy is being followed. 

•	 Considers whether documents are easy to access and if they are stored in one central location. 

•	 Contemplates to what extent plan documents are being reviewed, updated and followed. 
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GLOSSARY OF TERMS
 

administrator – the individual, group, body or entity that is ultimately responsible for the oversight, 
management and administration of the pension plan and its pension fund. This function includes, but is 
not limited to, selecting and monitoring the activities of third-party service providers. 

Canada Revenue Agency (CRA) – the agency that oversees the provisions of the Income Tax Act 
(ITA) that require compliance by pension plans and fund holder arrangements. 

custodian – the financial institution that holds some or all of the pension fund’s assets pursuant to an 
agreement with the fund holder. (Although the custodian is not a fund holder, the fund holder may also 
be a custodian.) 

employer – a business or party that employs plan members for remuneration and who is required to 
make contributions to the pension plan on behalf of plan members, collect contributions (if any) from 
plan members and remit them to the pension fund. 

fund holder – the financial institution or party that is retained by the administrator to hold the pension 
fund’s assets in accordance with the terms of the fund holder agreement(s), the requirements of 
legislation (including the Income Tax Act) and the terms of the pension plan. 

fund holder agreement – a written agreement (or agreements) between the administrator and the fund 
holder that sets out the services that will be provided by the fund holder, to support the administration 
and investment of the pension fund’s assets. 

fund holder arrangements – arrangements that are made for the administration and investment of the 
pension fund. They include, but are not limited to, the fund holder agreement(s), custodial agreement, 
third-party services agreements, and other services agreements. 

Income Tax Act (ITA) – refers to Canada’s Income Tax Act (1985, c.1 (5th Supp.)) and includes its 
regulations. 

pension fund – the total amount of assets that are held in trust by one or more fund holders, or in an 
insured arrangement to support the benefits of a pension plan. 

plan members/beneficiaries – the individuals that participate in the pension plan and have an 
immediate or deferred benefit entitlement under the pension plan. 

plan sponsor – the individual or entity that is responsible for designing the pension plan, setting the 
benefit structure for various classes of plan members, and for establishing, amending or terminating the 
pension plan. 

regulator – the provincial or federal jurisdiction in which pension plans are registered, and that 
administers the application of pension legislation (provincial or federal). 

third-party service provider – the entity (or entities) or individual(s) that is/are retained by the 
administrator to perform some or all of the delegated duties (that the administrator is required to 
perform) associated with the pension plan and pension fund. 
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APPENDIX A
 

This appendix provides an overview of who may be the administrator, funder holder or custodian, and 
therefore hold a position in the management and administration of a pension fund. 

A.	 Administrator 

Depending on the requirements of applicable pension legislation and the ITA, the administrator may be 
any one of the following: 

a) the plan sponsor; 

b) a board of trustees (most common in multi-employer pension plans); 

c) the employer; 

d) a pension committee; 

e) a separate party appointed by the plan sponsor to be the administrator; 

f) an insurance company (in the case of a “simplified” pension plan or contract); 

g) the party that is appointed by the regulator or government (whichever is applicable) to be the 
administrator; 

h) the entity that is named the administrator, pursuant to applicable pension legislation and the 
ITA; or 

i) any other party that is named the administrator, as permitted by applicable pension legislation. 

To learn about the requirements for each jurisdiction, regarding who can be the administrator of a 
pension plan, see Table 1 – Who is the Administrator. 

B.	 Fund Holder 

Pension legislation and the ITA dictate that the pension fund must be held in the name of the pension 
plan by one of the following: 

a)	 an insurance company licensed to do business in Canada under an insurance contract; 

b)	 a trust – that is governed by a written trust agreement – with a trust corporation in Canada; 

c)	 a group of individual trustees where there are: 

o	 three or more individuals, and 
o	 at least three of these trustees reside in Canada, and 
o	 at least one trustee is not a connected person, or a partner of the employer, or a 

proprietor of the employer’s business (note: this type of fund holder must have a 
custodian to hold the pension fund’s assets); or 

d)	 any other party that is permitted by pension legislation. 

To learn about the requirements for each jurisdiction, regarding who can be the fund holder of a 
pension plan, see Table 1 - Who can hold funds and type of agreement/contract. 
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C. Custodian 

Pension legislation requires that the pension fund be held separate and apart from the employer’s and 
fund holder’s assets, and be in the name of the pension plan. 

The custodian is a financial institution that holds some or all of the pension fund’s assets, pursuant to a 
custodial services agreement with the fund holder. 
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Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

Act 7(1) Federal 

CB MEPP 
• a board of trustees 

Non-CB MEPP 
• a pension committee 

Single employer 
•	 the employer or 

if CB, board of trustees 
– if agreements require 
it 

Simplified Pension Plan 
•	 a financial institution 

Act 10, 11 and 12 Alberta 

CB MEPP 
• a board of trustees 

Non-CB MEPP 
•	 a board of trustees or 

employer delegated 
under the agreement 

Act 8(3) 
Shall administer the plan and 
fund as a trustee for the 
employer, and the 
members/former 
members/others entitled to 
benefits. 

Act 8(4) 
Standard of care – prudent 
person. 

Act 8(5) 
Shall invest assets – prudent 
person. 

Includes provisions to deal with: 
•	 special knowledge and skills 
•	 ability to rely on 

professionals 
•	 conflict of interest 

Act 13 (5) 
Stand in a fiduciary capacity in 
relation to members, former 
members and others entitled to 
benefits. 

Act 7.4 
Shall, in accordance with the Act 
and Regs., administer the plan 
and fund and file required 
documents. 

Act 8(5) 
Shall invest assets – prudent 
person. 

Act 9.1(1) 
Advise fund holder of expected 
remittance. 

Act 9.1(2) 
If the administrator is not the 
employer, advise the 
Superintendent of late/non­
remittance. 

Reg. 7 and 7.1 
Maintain record of investments 
and establish/maintain SIPP. 

Reg. 10 
Is liable for late contributions with 
interest. 

Act 13(1), (2), (3), (4) and (6) 
•	 Administer the plan. 
•	 Administer the plan in 

compliance with the Act. 
•	 Ensure that all plan 

documents are in compliance 
with the Act. 

•	 Have actuarial valuations of 
DB provisions performed as 
required by the Act. 

Act 8(1) 
Deemed trust 

Reg. 11(1)(a) 
Insurance contract or trust 
agreement. 

Act 49(1) 
Held by: 
(a) an insurance company 

under a contract for 
insurance; 

(b) a trust in Canada governed 
by a written trust agreement 
under which the trustees 
are: 
(i)	 a trust corporation or 

corporation incorporated 
by or under a statute of 

Act 9.1(2) 
If the administrator is 
not the employer, 
advise the 
Superintendent of 
late/non-remittance. 

Act 50(3) 
Notify 
superintendent of 
non-remittance. 

Act 8(1) and(2) 
•	 Money in the 

pension fund and 
contributions 
deducted/due but 
not yet remitted 

5(4) of the Solvency 
Funding Relief Regs. 
2009 
•	 Difference in 

payments if using 
smoothing in 
excess of 110%. 

Applies in bankruptcy 
and is ongoing. 

Act 51 
Contributions are 
deducted and due but 
not yet remitted 

Act 52 and 53 
Security interest on 
bankruptcy of the 
employer 

Act 10 and Reg. 
11 (1)(a) 

Act 19(1)(a)(iii) 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Act 14 Single employer Parliament or of the 
File all documents that are Legislature of a province 

a board of trustees 
•	 the employer or 

required by the Act or territory to provide 
pensions to employees, 

Act 15 or 
Comply with disclosure (ii) subject to subsection 
requirements (1.1), 3 or more 

individuals at least 3 of 
Act 76(3) whom reside in Canada 
Wind-up the plan and at least one of whom 

is not a significant 
Reg. 51 shareholder, partner or 
Establish and maintain a SIPP employee of the 

employer or a proprietor 
of the business of the 
employer. 

(c)	 a society established 
under the Pension Fund 
Societies Act; 

(d)	 a person pursuant to the 
Government Annuities Act 
(Canada);or 

(e)	 a combination of the 
persons referred to in 2 or 
more of the above 
categories. 

1.1	 A fund holder consisting of 
a trust to which subsection 
1(b)(ii) applies. Must hold 
the pension fund through a 
Custodian. 

Act	 1(1) and 7 Act 8(5) Act 8 Act	 42(1) British 
Columbia Held by: •	 Stand in a fiduciary capacity •	 Administer the plan. 

MEPP a)	 an insurance company in relation to members, •	 Administer the plan in 
under a contract for •	 a board of trustees former members and others compliance with the Act. 
insurance; entitled to benefits. •	 Ensure that all plan 

b)	 a trust agreement under Single employer •	 Prudent person documents are in compliance 
which the trustee is: •	 a board of trustees or •	 Ultimate responsibility for with the Act. 

Reg. 43(5) Act 43.1 Act 14(2)(a)(iii) 
Notify Contributions deducted 
superintendent of and due but not yet 
non-remittance remitted 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

the employer administration (even if some 
duties are delegated). 

•	 No conflict of interest. 

Saskatchewan Act 2(1)(b) Act 11(2) 
“administrator” means: While acting in the capacity of 
(i) in the case of a administrator, the administrator 

specified multi- of a plan: 
employer plan, a board (a) stands in a fiduciary 
of individuals relationship to members, 
who are trustees of the former members and any 
plan; other persons entitled to 

(ii) in the case of a plan benefits pursuant to the 
that is not a specified plan; 
multi-employer plan, (b) holds in trust for the benefit 
either: of members, former 
(A) the employer; or members and other persons 
(B) where it is entitled to benefits pursuant 

specified in the to the plan, any fund 
plan that the established or contract 
employer is not to arising pursuant to the plan; 
be the (c) shall act in good faith and in 
administrator, a the best interests of 
board of trustees members, former members 
or a similar body and other persons entitled 

• a trust company, or 
DB provisions performed as 

•	 Have actuarial valuations of 
• a board of trustees; 

required by the Act. c)	 a society under Pension 
Fund Societies Act; 

Act 9 d) a person pursuant to the 
Government Annuities Act; 

e) the B.C Pension 
•	 Filing requirements. 

Corporation with respect to Act 10 
public sector pension plans. •	 Disclosure requirements. 

Act 14 
•	 Plan registration 

Act 15 
•	 Plan amendments 

Act Part 4 
• Terminate the plan. 

Act 42(3) Act 43 Act 16(1)(a)(iii) 
Notify the Contributions are 
Superintendent of deducted and due, but 
non-remittance. not yet remitted. 

Act 11 
•	 Administer plan in 

accordance with the Act. 
•	 File required documents. 

Act 13 
Disclosure 

Act 16 
Registration of plan 

Act 17 
Amendment of plan 

Act 53 and 56 
Plan termination 

Act 41 
Held by: 
(a)	 an insurance company 

under a contract for 
insurance; 

(b)	 a trust agreement under 
which the trustee is: 
• a trust company, or 
• a board of trustees; 

(c)	 a society under the Pension 
Fund Societies Act; 

(d)	 a fund holder as permitted 
by the Income Tax Act 
(Canada). 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

constituted in 
accordance with 
the terms of the 
plan; or 

(iii)	 a person who has been 
appointed 
administrator of a plan 
by the superintendent 
pursuant to section 58. 

Act 28.1(1)-(1.2) Manitoba 
The administrator may be: 
(a)	 a pension committee 

(for plans with > 50 
members); 

(b)	 the employer; 
(c)	 a trustee; 
(d)	 a member of a board of 

trustees of the plan; 
(e)	 the insurer (for 

SMPPPs); or 
(f)	 a person appointed by 

an Order. 

to benefits pursuant to the 
plan; and 

(d)	 shall not prefer the interests 
of one person entitled to 
benefits pursuant to the plan 
over the interests of any 
other person so entitled. 

Act 28.1(2)-(11) 
(a) The administrator of a 
pension plan shall exercise the 
care, diligence and skill in the 
administration of the plan and in 
the administration and 
investment of the pension fund 
that a person of ordinary 
prudence would exercise in 
dealing with the property of 
another person; 
(b) The administrator of a 
pension plan shall invest the 
assets of the pension fund, and 
manage those investments, in 
accordance with the regulations 
and in a manner that a 
reasonable and prudent person 
would apply in investing and 
managing a portfolio of 
investments of a pension fund; 
(c) Unless a pension plan 
otherwise provides, an 
administrator who uses a non­
financial criterion to formulate an 
investment policy or to make an 
investment decision does not 
thereby commit a breach of trust 
or contravene this Act if, in 
formulating the policy or making 

Act 18(2) 
File documents required under the 
Act and regulations 

Act 21-25 
Ensure the plan’s documentation 
complies with the Act and 
regulations. 

Act 26 
Ensure 
•	 investments are made and 

administered 
• funding of benefits 
according to the Act and 
regulation. 

Act 26(4)-(4) 
If terminated, ensure wind-up is 
according to Act and regulations. 

Act 29-30 
Provide required disclosure to 
members, other beneficiaries and 
stakeholders. 

Reg 3.19 
Held by: 
(a)	 an insurance company 

under a contract for 
insurance between the 
company and the 
administrator; 

(b)	 a trust company 
incorporated under the laws 
of Canada or of a province 
or territory of Canada; 

(c)	 a trust under a written trust 
agreement under which 
there are three or more 
trustees: 
(i)	 each of whom is an 

individual, 
(ii)	 at least 3 of whom 

reside in Canada, and 
(iii)	 at least one whom is 

none of the following: 
(A) the employer, 
(B) a significant 

shareholder of the 
employer, 

(C) if the employer is a 
partnership, a 
member of that 
partnership, 

(D) an officer or 

Act 28(6) Act 28 
Notify Hold contributions 
superintendent of deducted and due in 
non-remittance. trust for payment into 

the pension plan. 

Reg 2.3(2)(a) 
All supporting 
documents of 
the plan. i.e. 
trust deed or 
agreement, 
insurance 
contract. 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

the decision, he or she has 
complied with subsections the 
Act; 
(d) The administrator of a 
pension plan shall use in the 
administration of the plan and in 
the administration and 
investment of the pension fund 
all relevant knowledge and skill 
that the administrator possesses 
or, by reason of the 
administrator's profession, 
business or calling, ought to 
possess; 
(e) An administrator of a pension 
plan shall not knowingly permit 
the administrator's interest to 
conflict with the administrator's 
duties and powers in respect of 
the plan and the pension fund; 
(f) Where it is reasonable and 
prudent in the circumstances so 
to do, the administrator of a 
pension plan may employ or 
appoint one or more agents to 
carry out any act required to be 
done in the administration of the 
plan and in the administration 
and investment of the pension 
fund; 
(g) An administrator of a pension 
plan who employs or appoints 
an agent shall personally select 
the agent and be satisfied of the 
agent's suitability to perform the 
act for which the agent is 
employed or appointed, and the 
administrator shall carry out 
such supervision of the agent as 
is prudent and reasonable; 

employee of the 
employer; 

(d)	 a corporation established by 
an Act of Parliament or of 
the Legislature of a province 
or territory of Canada to 
administer one or more 
public sector pension plans; 

(e)	 a pension fund society 
under the Pension Fund 
Societies Act (Canada); 

(f)	 the Government Annuities 
Act (Canada). 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

(h) An employee or agent of an 
administrator is also subject to 
the standards that apply to the 
administrator; 
(i) The administrator of a 
pension plan is not entitled to 
any benefit from the pension 
plan other than pension benefits, 
ancillary benefits, a refund of 
contributions, and fees and 
expenses related to the 
administration of the pension 
plan and permitted by the 
common law or provided for in 
the pension plan; 
(j) An agent of the administrator 
of a pension plan is not entitled 
to payment from the pension 
fund other than the usual and 
reasonable fees and expenses 
for the services provided by the 
agent in respect of the pension 
plan. 

Act 8 Ontario 
The administrator may be: 
(a)	 the employer ; 
(b)	 a pension committee 

with representatives of 
both employer(s) and 
members; 

(c)	 a pension committee 
with only member 
representatives; 

(d)	 the insurance company 
if it guarantees all plan 
benefits; 

(e)	 for multi-employer 
pension plans, a board 
of trustees where at 

Act 22 (1)(2)(3)(4) 
•	 Exercise the same care, 

diligence and skill in the 
administration and 
investment of the pension 
fund that a person of 
ordinary prudence would 
exercise in dealing with the 
property of another person. 

•	 Use all relevant knowledge 
and skills that the 
administrator possesses, or 
ought to possess, by reason 
of profession or business, in 
the administration and 
investment of the pension 

Act 22 (5)(7) 
The administrator may employ 
agents(s) to carry out duties of the 
administrator where reasonable 
and prudent to do so, be satisfied 
of the agent’s suitability and shall 
supervise agents. 

Act 19 
Ensure the pension plan and 
pension fund are administered; 
•	 in compliance with the Act 

and Regs; 
•	 in accordance with filed 

documents acknowledged by 
the Superintendent. 

Act 22(6) Reg. 54 
Specifies that a pension fund 
trustee be one or a combination 
of the following: 
(a)	 a government; 
(b)	 an insurance company; 
(c)	 a trust in Canada governed 

by written agreement under 
which the trustees are: 
(i)	 a trust company (Loan 

and Trust Corporations 
Act), or 

(ii)	 3 or more individual 
trustees, minimum 3 
Canadian residents, 
minimum 1 independent 

Act 22(8) 
Fund holder duties 
are the duties that 
the administrator 
delegates to the 
fund holder in its 
capacity as agent of 
the administrator. 

Act 56.1 
Notify the 
Superintendent of 
non-remittance of 
contributions when 
due, or non-receipt 
of summary of 

Act 57 
•	 The administrator 

has a lien on the 
employer’s assets 
equal to amounts 
deemed to be held 
in trust by the 
employer, including: 
(a)	 Employee 

contributions 
received by the 
employer and 
not yet paid 
into the fund. 

(b)	 Employer 
contributions 

Act 9(2) 
The administrator 
files a certified 
copy of the 
documents that 
create and 
support the 
pension fund. 

Act 12(3) 
The administrator 
files a certified 
copy of each 
document and 
changing 
documents that 



Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
Type of Agreement or 
Contract 

Fund Holder Duties Deemed Trust 
Provisions 

Filing 
Requirements 
for Fund Holder 
Arrangements 

Jurisdiction 

least 50% of members 
and majority of 
member 
representatives are 
Cdn. citizens or landed 
immigrants; 

(f)	 a corporation, board, 
agency or commission 
given plan 
administration 
responsibility by Act of 
Legislature; 

(g)	 a person appointed by 
the Superintendent as 
the administrator for 
plan wind up (see also 
Act 71); or 

(h)	 a prescribed person or 
entity. 

fund. This specifically 
applies to members of the 
pension committee, the 
board of trustees, or a 
board, agency or 
commission given plan 
administration responsibility 
by the Act of Legislature. 

•	 Shall not knowingly permit 
the administrator’s interests 
to conflict with the 
administrator’s duties and 
powers in respect to the 
pension fund. This 
specifically applies to 
members of the pension 
committee, or the board of 
trustees. 

Act 22(9) 
Clarifies that prohibition against 
the administrator receiving 
benefits from the plan other than 
benefits under plan terms (or 
fees permitted by common law 
or plan terms) applies equally to 
members of the pension 
committee or the board of 
trustees. 

Act 22 (8) 
Standards for the administrator 
also apply to agents and 
employees. 

Act 9, 12, 20, 21 & Regulation 
File: 
•	 initial registration documents 

including fund holder 
documents and amendments 
to the documents; 

•	 regular filings, including 
annual information returns, 
investment information 
summary, actuarial reports 
and actuarial information 
summary, financial 
statements (including audited 
financial statements); 

•	 reciprocal transfer 
agreements and other 
information as required by the 
PBA and Regulation. 

Act 25, 26, 27, 28 and 29 
Provide information to members 
and access to plan and fund 
documents. 

Act 56, 56.1 
Ensure all plan contributions are 
paid when due; notify the 
Superintendent of non-payment; 
provide the fund holder a 
summary of contributions that are 
required to be made to the plan. 

Act S. 62 
Ensure investments are in 
accordance with the Act and 
Regulations. 

Reg. 76 
File year end financial statements 

of contributing employer contributions due and not yet create and 
(enumerated as not required to be made paid into the support the 
significant shareholder, to the plan. fund. pension fund. 
not partner etc.), or (c) On windup, 

(iii) a corporate pension employer 
society (Pension Funds contributions 
Society Act); are accrued to 

(d) instruments under the the windup 
Government Annuities Act; date, but not 

(e) a board, agency, yet due. 
commission or corporation 
given plan administration 
responsibility by the Act of 
Legislature. 



Jurisdiction Who is the 
Administrator? 

Standard of Care or Fiduciary 
Role of the Administrator 
Relevant to the Pension Fund 

Administrator Duties Relevant 
to Fund Holder Responsibilities 

Who Can Hold Funds and 
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Provisions 

Filing 
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Arrangements 

and the audited statement if the 
pension fund has more than $3 
million in assets. 

Reg. 78 
Establish a SIP&P. 

Quebec Act 147 
A pension committee 

Act 150 
The pension committee acts in 
the capacity of a trustee. 

Act 151 
• Standard of prudence, 

diligence and skill that a 
reasonable person would 
exercise in similar 
circumstances. 

• The administrator must act 
with honesty and loyalty in 
the best interest of the 
members or beneficiaries. 

Act 158 
The administrator may not 
exercise his powers in his own 
interest, or in the interest of a 
third person, nor may he place 
himself in a situation of conflict 
between his personal interest 
and the duties of his office. 

Act 151.1 
Presumed to have acted with 
prudence where it acted in good 
faith on the basis of an expert’s 
opinion. 

Act 154 
If the pension committee 
chooses carefully, provides clear 

Civil code 1306 
•	 Preserve the fund and make it 

productive. 
•	 Increase the patrimony. 

Civil Code 1308 
Comply with the obligations 
imposed on him by law or by the 
text of the plan. 

Examples: 
•	 Act. 161 – Transmit the Régie 

annual statement drawn up 
•	 Act. 166 – Call an annual 

meeting 
•	 Act. 169 – Establish and 

adopt a written investment 
policy 

•	 Act. 112-113 – Provide 
statements to members and 
beneficiaries 

•	 Act. 111 – Provide a 
summary of the pension plan 

•	 Act. 26 - Transmit notice of 
amendment to plan members 

•	 Act. 19 – Ask for registration 
of the amendment 

•	 Act. 119 – Ask an actuary to 
prepare the actuarial 
valuation and transmit the 
valuation to the Régie 

Act 6 Act 51 Act 49 
Except in the case of an insured The pension Contributions and 
plan, contributions and derived committee notifies accrued interest are 
income are held in a pension the Superintendent due, but not yet 
fund.( This fund is a trust of non-remittance. remitted. 
patrimony.) 

Civil Code 1261 
The trust patrimony, consisting 
of the property transferred in 
trust, constitutes a patrimony by 
appropriation, autonomous and 
distinct from that of the settler, 
trustee or beneficiary and in 
which none of them has any real 
right. 
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Relevant to the Pension Fund 
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Who Can Hold Funds and 
Type of Agreement or 
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Filing 
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instructions and supervises his 
work, he is not responsible for 
the error or omission on the part 
of the delegate or service 
providers and representatives 
who exercise a discretionary 
power. 

New Act 1 
Brunswick • The administrator is 

the person who 
administers the plan. 

Act 14(1) and (2) 
Shall ensure the pension plan 
and fund are administered in 
accordance with the Act, Regs. 
and filed documents. 

Act 17(1) 
Standard of care for 
administration and investment – 
prudent person. 

Act 17 and 18 
Includes provisions to deal with: 
•	 special knowledge and skill 
•	 ability to rely on 

professionals 
•	 conflict of interest 

Act 14(1) and (2) 
Shall ensure the pension plan and 
fund are administered in 
accordance with the Act, Regs. 
and filed documents. 

Act 10(1) and 11(1) 
File for registration of the plan and 
amendments. 

Act 15 
File AIRs. 

Act 23 
Disclosure of information 
requirements. 

Act 49 
•	 Take all necessary steps to 

ensure contributions are 
made to fund. 

•	 Advise the Superintendent of 
non-remittance of 
contributions. 

Act 53 
May commence court 
proceedings to obtain payment of 
contributions that are due. 

Reg. 9 
Ensure that actuarial valuations 

Reg. 11 Act 49(7) 
The pension fund shall be Notify the 
administered by one or a Superintendent of 
combination of the following: non-remittance. 
(a) an insurance company 
(b) a trust agreement under 

which the trustee is 
• a trust company 
• a board of trustees 
• a society under the 

Pension Fund Societies 
Act 

(c) a person, board, agency, 
commission or other body 
made responsible by an Act 
of the Legislature. 

Act 51 
•	 Money received 

from an employee 
is deemed to be 
held in trust for the 
employee until it is 
paid into the 
pension fund. 

•	 Money withheld 
through payroll 
deductions is 
deemed to be 
money received 
from employee. 

•	 The employer is 
deemed to hold in 
trust for 
beneficiaries of the 
plan, an amount 
equal to employer 
contributions due 
by not paid into 
fund. 

•	 If the plan is 
wound-up, the 
employer is 
deemed to hold in 
trust an amount 
equal to 
contributions 
accrued but not yet 

Act 10(2) 
An application for 
registration of a 
pension plan 
must include 
certified copies of 
the documents 
that create and 
support the 
pension fund. 
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are performed. due. 
• The administrator 

Reg. 44 has a lien and 
Establish, adopt and follow an charge on the 
SIPG. employer’s assets 

for amounts 
deemed to be held 
in trust. 

Act 51(6) 
Deemed trust provisions 
apply whether or not 
money is kept separate 
and apart from the 
employer’s other 
money. 

Nova Scotia Act (1) Act 29 Act 15 Act 29(4A) Act 45 Act 46 – Not deemed Act 16(i) and (j) 
The administrator is the • Act with care, diligence, Apply for registration of the plan. The pension fund trustee may Notify the trust Plan documents 
person who administers the knowledge and skill. only be as prescribed. Superintendent of Requires unremitted must set out a 
plan. • Must exercise the same Act 18(1) and (3) non-remittance. contributions to be held mechanism for 

care, diligence and skill in Apply for registration of plan Reg. 55 in trust. establishing and 
Act 14 the administration and amendments and file a copy of The fund must be administered Act 67 maintaining the 
The administrator must be: investment of the pension each document that changes the by one or more of: Every person pension fund, 
(a) the employer, fund that a person of documents that support the plan (a) a government; engaged in the and a 
(b) a pension committee, ordinary prudence would and the fund. (b) an Insurance company; investment of the mechanism for 
(c) an insurance company exercise in dealing with the (c) a trust agreement under fund shall ensure the paying for the 

for guaranteed property of another person. Act 26 which the trustee is: money is invested in cost of 
benefits, 

(d) a board of trustees for 
• Use all relevant knowledge 

and skill that the 
• To ensure the pension plan 

and pension fund are 
• a trust company 
• a board of trustees 

accordance with the 
Act and regulations. 

administering of 
the pension plan 

a MEPP, or 
(e) a person appointed by 

the Superintendent. 

administrator possesses, or 
ought to possess, in the 
administration of the 

administered in accordance 
with the Act and regulations. 

• To ensure the plan is 

• a corporation under the 
Pension Fund Societies 
Act 

and pension 
fund. 

pension plan and the administered in accordance (d) the Canadian Government 
administration and with the filed plan documents. Annuities Act; 
investment of the pension (e) an agency that is 
fund. Act 27 responsible under an Act of 

• Shall not knowingly permit File Annual Information Returns Legislation. 
the administrator’s interest and additional reports (Reg. 12 
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to conflict with the and 13 for actuarial valuation 
administrator’s duties and 
powers in respect of the 
pension fund. 

Act 67 
Every person engaged in the 
investment of the fund shall 

reports). 

Act 28 
File reciprocal transfer 
agreements. 

Act 29 
ensure the money is invested in 
accordance with the Act and 

May hire agents. 

regulations. Act 31, 32, 33, 34 and 35 
Comply with requirements for 
disclosure to members. 

Act 45 
Provide notice to the 
Superintendent of non-remittance. 

Act 46 
• Contributions are to be held in 

trust. 
• The administrator has a lien 

on the employer’s assets for 
unremitted contributions. 

Act 64 
Commence proceedings in court 
for non-remittance. 

Act 73 
The administrator must provide 
notice of wind-up. 

Act 75 
The administrator must file a 
wind-up report. 

Act 77 
The administrator must provide 
statements on wind-up. 
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Schedule I – Regulations 
The administrator must establish, 
review, amend and distribute a 
statement of investment policies 
and procedures. 

Schedule III 
The administrator must comply 
with restrictions regarding 
investment of the pension fund. 

Newfoundland Act 12(1) 
Administrator 

Single employer 
•	 the employer; 
•	 a pension committee; 
•	 an insurance company; 
•	 a board, agency, 

commission or other 
body responsible for 
the administration of 
the plan. 

Act 12(2) 
•	 A pension committee 

for plans > than 49 
members 

Act 13 – MEPP 
•	 a pension committee 
•	 a board of trustees 

Act 14 Act 14 Act 15 Act 31 Act 32 (1), (2) and (3) Act 16 
Administer the pension plan and 
fund as a trustee for the 

(i) Administer the plan. 
(ii) Administer the plan in 

Maintained by: 
(a) a government; 

Notify the 
Superintendent of 

(1) money in the 
pension fund; Act 31 

employer, members and former 
members. 

compliance with the Act. 
(iii) If employer is not the 

administrator of the plan, 
provide the administrator with 

(b) an insurance company; 
(c) a trust agreement under 

which the trustee is: 
(i) a trust company 

non-remittance. 

Reg. 39(3) 

(2) contributions 
deducted and other 
amounts that are due 
but have not been 

Directive No. 1 
(2)(b) 

information that is required in (ii) 3 or more individuals Maintain current remitted; 
order to comply with the (iii) a corporate pension records identifying (3) applies to ongoing, 
terms of the plan. society under the Pension the plan’s bankruptcy and 

(iv) Inform the Superintendent of Fund Societies Act investments and the termination. 
Pensions of any changes to (d) a board, agency, investments’ names. 
administration. commission or corporation 

Reg. 4 (1) and (2) 
responsible under an Act of 
the Legislature. 

File reciprocal transfer 
agreements. 
‘ 
Reg. (5) 
Reporting as per DB provision. 

ITA147.1(6) ITA147.1(7) ITR8502(g) and 6(e) under ITA/R Ultimate responsibility for the •	 Ensure proper •	 No such provision •	 Trust 
IC72-13R8 overall operation of the plan and •	 a person; •	 Administer in accordance with accounting of for	 registered agreement 

compliance with the legislation the terms of the plan as •	 an insurance company; plan funds. pension plans or insurer •	 a body of persons; or 
registered. contract •	 a trust in Canada; •	 Ensure •	 a majority of persons 
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Jurisdiction 

must reside in Canada, 
unless permitted in 
writing by the Minister 
to be a non-resident 
administrator. 

•	 Notify the Minister of the 
name and address of the 
administrator and changes 
thereto. 

•	 a pension corporation; 
•	 arrangement administered 

by the Gov. of Canada or 
Gov. of a province; 

•	 any combination of the 
above. 

information 
returns required 
by the ITA/R are 
filed, if 
applicable. 

exists. (including 
application). 

•	 T3P form to 
be filled out 
with respect 
to a trust 
agreement. 



May 4, 2010 

Dear Pension Industry Stakeholder: 

Re: CAPSA Consultation on the Draft Guideline on Fund Holder Arrangements 

On behalf of the Canadian Association of Pension Supervisory Authorities (CAPSA), we are 
pleased to release the enclosed draft Guideline on Fund Holder Arrangements for your review 
and comment. 

This consultation is part of CAPSA’s strategic initiative to identify emerging issues and 
coordinate efforts to address such issues. One such issue is fund holder arrangements. 

As a result, CAPSA set up the Fund Holder Arrangements Committee to: 

(i) review existing legislative requirements regarding who can hold pension funds and 
what the fund holder agreements must contain, 
(ii) compare these requirements with what is currently in use, and 
(iii) clarify the roles and responsibilities related to fund holder arrangements. 

After reviewing various legislative requirements, and in discussions with representatives from 
fund holder agencies, it became apparent that there is an opportunity to clarify the types of 
documents that may be used as fund holder agreements and the roles and responsibilities of the 
key players in a pension plan with respect to fund holder arrangements. 

Building on CAPSA Guideline No. 4: Pension Plan Governance Guidelines and Self-Assessment 
Questionnaire, the Fund Holder Arrangements Committee prepared a draft guideline to provide 
guidance to pension plans of all types and sizes, in all jurisdictions of Canada, with their fund 
holder arrangements. The Guideline on Fund Holder Arrangements is intended to promote 
compliance and consistency in establishing and maintaining pension plan fund holder 
arrangements 

CAPSA would appreciate your comments on the draft guideline. 

Please forward your written comments on the CAPSA draft Guideline on Fund Holder 
Arrangements to: 

Christian Nordin 
Acting Policy Manager 
CAPSA Secretariat 
c/o Financial Services Commission of Ontario 
5160 Yonge Street, Box 85 



Toronto ON M2N 6L9 
E-mail: capsa-acor@fsco.gov.on.ca 

Electronic copies of submissions would be preferred. We look forward to receiving your 
comments by July 30, 2010. Questions arising from this consultation may be directed to the 
CAPSA Secretariat. 

Please note that this draft guideline has been prepared to contribute to the consistent 
development and maintenance of fund holder arrangements in all Canadian jurisdictions. The 
draft guideline does not reflect the official position of any provincial or federal government or 
agency. 

Yours very truly, 

Mario Marchand 
Chair, CAPSA 
Régie des rentes du Québec 

Mark Prefontaine 
Chair, Fund Holder Arrangements Committee 
Deputy Superintendent of Pensions 
Alberta Finance and Enterprise 



Appendix B 
Members of CAPSA Fund Holder Arrangements Committee 

Debbie Lyon 
Superintendent of Pensions 
Manitoba Pension Commission 

Nancy McNeil Smith 
Superintendent of Pensions 
Nova Scotia Department of Environment and Labour 

Lynda Ellis 
Senior Manager, Pension Policy Unit 
Financial Services Commission of Ontario 

Dorothy Cottrell 
Senior Policy Analyst, Pension Policy Unit 
Financial Services Commission of Ontario 

Shauna Holmes 
Senior Policy Advisor 
Alberta Finance and Enterprise 

Shanour Dad 
Acting Manager, Actuarial Policy Section 
Canada Revenue Agency 



PREMIERS AGREE ON EI REFORMS 

AND CALL FOR A RETIREMENT INCOME SUMMIT 


REGINA, August 6, 2009 – Premiers agreed on the urgent need to modernize the 
Employment Insurance system to support a modern workforce in a modern economy and 
called for a national summit on retirement income.  

Modern Employment Insurance Program 

Premiers agreed that the following principles should be used to modernize the EI system: 

1. 	 EI should build a temporary bridge to get workers through these challenging 
economic times. A renewed emphasis on training should be a critical component of 
the reform. The federal government must increase its allocation to training, other 
active employment measures and maternity benefits, under the Employment 
Insurance Act. 

2. 	 EI should provide Canadians with equitable support regardless of where they live. 

3. 	 The program should be simplified and streamlined to have fewer than the current 58 
EI regions. 

4. 	 Reforms must not reduce access or benefits from the current standards.  

5. 	 The program must be affordable and sustainable and financed through a stand-
alone and independent fund.  



National Summit on Retirement Income 

Premiers called for urgent attention to the issue of how private and public retirement plans 
can better meet the needs of Canadians as they retire. They called on the federal 
government to host a national summit on retirement income.  
Finance Ministers have established a Research Working Group on Pension Coverage and 
Retirement Incomes. Premiers welcomed this as a good first step. However, due to the 
urgent nature of this issue, Premiers directed Finance Ministers to report on possible 
options for reform by the private sector and governments by the end of the year. 

The national summit should be conducted by 2010 and should bring together provinces and 
territories, the federal government and interested stakeholders and experts to discuss 
possible options to improve saving options for Canadians and to encourage greater saving. 

- 30 -

For more information: 

Ian Hanna 
Communications Advisor  
Office of the Saskatchewan Premier  
306-787-2127 
ian.hanna@gov.sk.ca 



PENSION SECTOR  
COST RECOVERY PROPOSAL  

PROPOSAL 

The Financial Services Commission of Ontario (FSCO) is proposing to implement an 
assessment process to ensure FSCO’s expenditures for the pension sector are fully 
recovered. 

GENERAL BACKGROUND 

FSCO was established in July 1998 under the Financial Services Commission of Ontario 
Act, 1997 (FSCO Act).  FSCO is committed to improving regulatory effectiveness and 
efficiency of resource utilization. One of FSCO’s objectives is to have full cost recovery 
from each of the regulated sectors.  FSCO’s operations and branches are divided into 
“cost centres” for financial and administrative purposes. For cost centres whose time and 
budgets are dedicated 100% to a given sector, their entire costs are assigned to that 
sector.  Where cost centres perform activities that relate to more than one sector, the costs 
are allocated to the appropriate sectors. 

Section 25 of the FSCO Act states that the Lieutenant Governor in Council may assess 
the FSCO regulated sectors with respect to all expenses and expenditures that the 
Ministry, the Commission and the Tribunal have incurred and made in respect to that 
sector. 
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FSCO’s Current Pension Sector Cost Recovery 
 
Currently, the cost of regulating the pension sector in Ontario is recovered solely through 
fees set by the Minister of Finance and published in the Minister’s Schedule of Fees 
under the Pension Benefits Act. At the present time, most of the fees are generated by the 
Annual Information Return (AIR) fee, however, there is no certainty that these fees 
would cover the entire cost of the sector in any given year since AIR fees are based on a 
flat rate per member and former member. As a result of the fixed nature of these fees, 
costs may be over- or under-recovered in any given year. FSCO has no authority to credit 
pension plans with any amounts collected through fees in excess of costs. Conversely, no 
means exists for collecting under-recovered amounts from pension plans. Shortfalls are 
made up from the Consolidated Revenue Fund of the Government while surpluses are 
paid into it. 
 
Proposed Pension Sector Cost Recovery Process 
 
The proposed new assessment process would ensure that FSCO generates neither a 
surplus nor a shortfall with respect to pension sector costs. 
 
In order to determine pension sector costs, FSCO proposes calculating the full 
expenditures for the sector, then subtracting the fees and charging the remaining amount 
through an assessment.  
 
FSCO is accountable to the Government through a number of mechanisms that are 
described later in this paper. 
 
The proposed new cost recovery process retains the current AIR fee structure as a base 
assessment for each plan based on the current AIR fees. The only noteworthy changes 
to the current process are to collect the current AIR fees through an assessment 
rather than the AIR and to have an assessment adjustment assigning shortfalls/ 
surpluses on a pro rata basis to the base assessment. 
 
This paper describes the proposed new process and invites comments from pension 
stakeholders on the proposal.  
 
Comments may be made by August 18, 2006 to the attention of: 
 
Gino Marandola 
Senior Manager, Operations 
Financial Services Commission of Ontario 
5160 Yonge St. 4th Floor, Box 85 
Toronto ON M2N 6L9 
Tel: 416 226-7820 Fax: 416 226-7777 
Email: gmarando@fsco.gov.on.ca
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FSCO’s COST RECOVERY PRINCIPLES 
 
The proposed pension cost recovery process has been developed in accordance with the 
following FSCO cost recovery principles: 
  
Cost recovery will not exceed forecasted expenditures for each sector and FSCO will 
be accountable for the efficiency and quality of the services delivered. 
 
Cost recovery will be fair and reflect the use of FSCO resources. 
 
Cost recovery will enable reasonable predictability of regulatory costs. 
 
Cost recovery will be simple to administer. 
 
Cost recovery will be flexible and easily modified. 
 
 
Accountability 
 
Each year, FSCO must obtain its spending authority through the Government budgetary 
process. Spending authority is granted based on closely monitored organizational needs 
and Government priorities. 
 
FSCO also reports quarterly to the Government on the status of its spending. 
 
Under Section 14 of the FSCO Act, the Office of the Auditor General shall examine 
annually the accounts and financial transactions of the Commission. The audited financial 
statements are published in FSCO’s annual report. 
 
Finally, each year FSCO must send to the Minister of Finance and publish in the Ontario 
Gazette a Statement of Priorities for the coming year. As part of that document, FSCO 
provides its stakeholders with a Report Back on the initiatives and projects for the 
previous year.  
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PROPOSED NEW COST RECOVERY PROCESS 
 
The AIR fee structure, based on plan membership with a rate of $6.15 per member and 
$4.25 per former member, coupled with a minimum charge of $250 per pension plan and 
a maximum charge of $75,000 per pension plan, has proven to be fair and reflects the use 
of FSCO resources. FSCO allocates about 80-85% of its pension resources to defined 
benefit (DB) plans and approximately 15-20% to defined contribution (DC) plans. These 
percentages generally correspond to the amount of fees generated by DB plans (about 
80%) and DC plans (about 20%).  
 
Furthermore, the AIR fee structure based on plan membership has proven to be a good 
proxy for a user-pay system. This is because there is a strong, positive correlation 
between membership, activity based transactions, and fees. Generally, plans with a higher 
membership generate more transactions, and the higher the plan membership, the higher 
the AIR fees (assessments). 
 
FSCO would be using the same membership data as appeared on the latest AIR prepared 
by the pension plan administrator.  
 
Under the proposed assessment process, pension plans would continue to file their AIR 
six months following the end of the plan’s fiscal year for DC plans, and nine months 
following the end of the fiscal year for DB plans.  
 
The total amount to be assessed would be the pension sector cost for FSCO’s previous 
fiscal year less the aggregate of all fees (e.g. plan registration fees) collected during the 
fiscal year. This is the net pension sector cost. 
 
The assessment as proposed would be done in two parts. First, FSCO would calculate a 
base assessment at the rate of $6.15 per member plus $4.25 per former member, subject 
to a minimum of $250 and a maximum of $75,000 (the pension plan membership would 
be taken from the latest AIR). FSCO would then compare the amount calculated by the 
base assessment with the net pension sector cost. If the net pension sector cost is greater 
or less than the base assessment, an assessment adjustment would be used to calculate the 
additional amount to be recovered or credited. The adjustment would be based on each 
plan’s pro rata share of the base assessment. 
 
Beginning in September 2008, FSCO proposes sending to each pension plan 
administrator an assessment that would be payable within 30 days. The assessment for 
each plan would indicate the base assessment and the assessment adjustment. The 
assessment would be for FSCO’s costs in the previous fiscal year. 
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Example 
 
For both DB and DC plans, the assessment would be calculated as follows, based on the 
following assumptions for a given fiscal year: 
 
The net pension sector cost is $9.9 million. 
The base assessment raises $9 million from the pension sector.  
There is a shortfall of $900,000 ($9.9 million - $9 million). 
The % shortfall is 10% ($900,000/$9 million). Therefore each plan would be required to 
pay an assessment adjustment of 10% over their base assessment. 
 
If Plan A, based on its membership, is assessed the minimum base assessment of $250, 
then Plan A’s total assessment would be $275 ($250 plus an assessment adjustment of 
$25). 
 
If Plan B, based on its membership, is assessed the base assessment of $17,500, then Plan 
B’s total assessment would be $19,250 (17,500 plus an assessment adjustment of $1,750). 
 
If Plan C, based on its membership, is assessed the maximum base assessment of 
$75,000, then Plan C’s total assessment would be $82,500 ($75,000 plus an assessment 
adjustment of $7,500) 
 
Similarly, if it is assumed that the pension sector cost was only $8.1 million, the base 
assessment would generate a surplus of $900,000 or 10%. 
 
Then Plan A’s total assessment would be $225 ($250 minus an assessment adjustment of 
$25). 
Then Plan B’s total assessment would be $15,750 (17,500 minus an assessment 
adjustment of $1,750). 
Then Plan C’s total assessment would be $67,500 ($75,000 minus an assessment 
adjustment of $7,500). 
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TRANSITION 
 
The proposed process would begin with FSCO’s 2007-08 fiscal year. That would mean 
that pension plans with a fiscal year end after March 31, 2007 would no longer remit an 
AIR fee with their AIR return.  
 
If implemented, the transition to the cost recovery process will be communicated to the 
pension sector and will be posted on FSCO’s website.  
 
Next Steps 
 
Following the close of the comment period, FSCO will evaluate all submissions. 
 
Following this evaluation, if FSCO determines to proceed with the proposal, FSCO will 
seek Government approval to implement this assessment process.  
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