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Ontario permits exemptions  
for asset transfer rules  
and individual pension plans
Ontario Bill 213, which received royal assent on 
December 8, 2020, permits the Financial Services 
Regulatory Authority of Ontario (FSRA) to provide  
for exceptions to rules pertaining to asset transfers 
and conversions of single employer pension plans into 
jointly sponsored plans. Bill 213 also permits certain 
individual pension plans (IPPs) and designated plans  
to be exempted from the Ontario Pension Benefits Act 
(PBA) and associated regulations, in line with proposals 
that were originally released in 2019. 
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All members of the pension plan, as well as their 
spouses and any other beneficiaries of the plan,  
must provide written consent to the exemption.  
The employer must file an election form and other 
prescribed documents with FSRA.

IPPs and designated plans that are established  
after December 8, 2020 are exempted automatically, 
provided all the plan’s members are “connected”  
to the employer within the meaning of the Income  
Tax Regulations on the date the plan is established. 
Such plans do not need to be registered with FSRA 
and no election is required. 

Bill 213 also provides for an exemption of an IPP  
or designated plan from the application of the PBA  
in cases where the plan’s registration under the 
Income Tax Act has been revoked.

Alberta permits electronic 
beneficiary designations for 
pension and retirement plans
On December 9, 2020, Alberta amended the  
Wills and Succession Act to permit beneficiaries to be 
designated electronically. The Alberta Superintendent 
of Pensions has published EPPA Update 20-07, which 
summarizes the change. 

The amendment has the effect of enabling pension 
plans, Registered Retirement Savings Plans (RRSPs), 
Registered Retirement Income Funds (RRIFs),  

Permitting exceptions to asset transfer 
notice requirements
Bill 213 amends the PBA to permit FSRA to waive  
or vary the timing or contents of member notices  
for asset transfer applications. 

In order to transfer assets between pension plans 
following the sale of a business or the adoption of  
a successor pension plan, plan administrators are 
required to satisfy detailed, prescribed criteria that 
include notice to members and plan beneficiaries 
regarding their benefits, the successor pension plan, 
and the proposed transfer.

FSRA previously provided examples of some  
of the exceptions that it may provide in its draft 
Approach No. PE0205APP, which was discussed in 
the October 2020 News & Views. FSRA has indicated 
it expects administrators to engage proactively with 
it to explain the rationale for any exemptions sought 
with respect to specific regulatory requirements.

Bill 213 also permits FSRA to establish formal  
rules regarding asset transfer notice requirements.  
These formal rules would have the same force as 
government regulations.

Exempting individual pension plans  
and designated plans from the PBA
Bill 213 permits certain individual pension plans 
(IPPs) and designated plans to be exempted  
from the PBA. These exemptions were originally 
proposed in December 2019, as discussed in the 
February 2020 News & Views. Bill 213 is consistent 
with the original proposals.

In order for an IPP or designated plan to qualify  
for the exemption, all active members must be 
“connected” with the employer within the meaning  
of the Income Tax Regulations. Former or retired 
members must have been “connected” with the 
employer immediately before terminating active 
membership. The definition of a “connected” person 
is complex, but typically means direct or indirect 
owners of at least 10% of the shares of any class  
of the corporation and their family members.

Comment
The changes in Bill 213 took effect immediately  
on December 8, 2020. Bill 213 will provide  
additional flexibility in providing notice of asset 
transfers to members. It will also reduce the 
regulatory burden on existing and new IPPs  
and designated plans where all members and 
beneficiaries are connected with the employer.

https://www.morneaushepell.com/ca-en/insights/fsra-releases-draft-supervisory-approach-asset-transfer-applications
https://www.morneaushepell.com/ca-en/insights/proposed-exemption-certain-individual-pension-plans-and-designated-plans-ontario-pension
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locked-in retirement accounts (LIRAs), Life Income 
Funds (LIFs) and Tax-Free Savings Accounts (TFSAs) 
to accept beneficiary designations that have been 
signed and filed electronically by Alberta members. 
Electronic beneficiary designations must comply the 
requirements of the Alberta Electronic Transactions  
Act to be valid. Beneficiary designations can still  
be made in paper format.

Manitoba offers moratorium  
on special payments
On December 17, 2020, the province of Manitoba 
introduced a moratorium on special payments  
for defined benefit pension plans through 2021.

Under Regulation 142/2020, the sponsor of  
a Manitoba-regulated defined benefit pension plan  
may file an election with the plan administrator  
to be exempted from the requirement to any special 
payments during the 13-month period starting from 
December 2020 and continuing through the 2021 
calendar year. 

If an administrator has suspended special payments, 
the plan cannot be amended to increase benefits  
or decrease contributions as long as the election 
remains in effect. 

Special payments must continue to be made in  
the event of a plan wind-up. During the moratorium 
period, annual statements must include a statement 
to the effect that, should the plan be terminated  
or wound up in whole or in part, special payments  
will be made to make the plan meet the applicable 
solvency requirements.

Requirements
In order to access the moratorium, within 30 days  
of the election, the plan administrator must provide 
the following information to members, beneficiaries 
and unions:

• An explanation of the effect of the election;

• A statement confirming that, should the plan  
be terminated or wound up in whole or in part, 
special payments will be made to make the plan 
meet the legislative solvency requirements; and

• A statement that any comments or questions  
in relation to the election may be directed to  
the plan administrator.

Within 60 days of the election, the administrator 
must file with the Superintendent a statement 
confirming that the election has been made and  
a statement confirming that the aforementioned 
information required to be provided was sent. 

The Manitoba Office of the Superintendent – Pension 
Commission has published Update #20-02: Special 
Payments Moratorium Regulation, in respect of the 
measures.

Quebec modifies funding rules 
for multi-jurisdictional  
defined benefit pension plans 
Effective December 31, 2020, the Regulation 
Respecting the Funding of Multi-jurisdictional 
Defined Benefit Pension Plans (the Regulation)  
was amended. The amended Regulation eliminates 
the requirement that defined benefit (DB) pension 
plans that are registered with Retraite Québec and 
that are governed both by the Supplemental Pension 

Comment
Alberta’s changes are similar to those in Ontario, 
where 2018 legislative changes explicitly 
permitted pension plans to accept electronic 
beneficiary designations (as discussed in the 
December 2018 News & Views). On May 12, 
2020, Ontario extended electronic beneficiary 
designations to RRSPs, RRIFs, LIRAs, LIFs  
and TFSAs.

Pension and retirement plan administrators with 
Alberta members now have legislative support 
for accepting electronic beneficiary designations, 
provided that certain requirements are met.

https://www.morneaushepell.com/ca-en/insights/2018-ontario-economic-outlook-and-fiscal-review
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Plans Act and by another jurisdiction besides Québec 
be funded on a solvency basis.

Under the amended Regulation, solvency 
amortization payments have been eliminated 
immediately.

Background
The Regulation was originally passed in 2018, 
following the adoption of the 2016 Agreement 
Respecting Multi-Jurisdictional Pension Plans (the 
MJPP Agreement). As discussed in the January 2019 
News & Views, because it was felt that the 2016  
MJPP Agreement did not fully protect Quebec 
members’ benefits, the Regulation added solvency 
funding requirements to ensure that plan assets  
were allocated fairly between members in different 
provinces in the event of a plan split or wind up.

Since then, the revised 2020 MJPP Agreement 
(which was discussed in the June 2020 News & 
Views) has eliminated provisions that would give a 
higher priority to members in provinces where such 
additional funding requirements apply. This removes 
the rationale for the earlier changes to the Regulation.

Comment
The removal of the solvency funding  
requirements for multi-jurisdictional DB  
pension plans registered in Quebec will reduce  
the funding burden of affected businesses.  
The funding obligations on such plans will be  
similar to that of other Quebec DB pension plans.

https://www.morneaushepell.com/ca-en/insights/quebec-modify-funding-rules-multi-jurisdictional-defined-benefit-pension-plans
https://www.morneaushepell.com/ca-en/insights/capsa-releases-revised-multi-jurisdictional-pension-plan-agreement


5News & Views | January 2021 | Volume 18 | Issue 1 Morneau Shepell

1 Liability driven investment 

Tracking the funded status of pension 
plans as at December 31, 2020
This graph shows the changes in the financial position of a typical  
defined benefit plan with an average duration since December 31, 2019.  
For this illustration, assets and liabilities of the plan were each arbitrarily  
set at $100 million as at December 31, 2019. The estimate of the  
solvency liabilities reflects the CIA guidance for valuations effective 
September 30, 2020 or later. The following graph shows the impact  
of three typical portfolios on plan assets and the effect of interest rate 
changes on solvency liabilities of medium duration.

The evolution of the financial situation of pension plans since December 31, 2019

During the month of December, Canadian universe bonds, Canadian 
long-term bonds, Canadian long-term provincial bonds, Canadian equity 
markets, global equity markets (CAD) as well as alternative investments 
showed positive returns. With a return of 1.6%, the highly diversified 
portfolio (HD) outperformed the 60/40 portfolio (1.5%) and the low 
volatility portfolio (LDI1) (1.2%). 

The prescribed CIA annuity purchase rates as well as the commuted  
value rates used in the calculation of solvency liabilities increased during  
the month. As a result, the solvency liabilities decreased for a medium 
duration plan. For this type of plan, an investment in the HD, in the 60/40 
and in the LDI portfolio resulted in an increase of the solvency ratio.
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Comments
1. No consideration has been made  

for contributions paid to the plan  
or for benefits paid out of the plan. 

2. Solvency liabilities are projected  
using the rates prescribed by the  
CIA for the purpose of determining  
pension commuted values. 

3. The underlying typical defined  
benefit plan is a final average plan  
with no pension indexing, including  
active and inactive participants  
representing 60% and 40% of  
liabilities, respectively.

4. Assets are shown at full market  
value. Returns on assets are based  
on three typical benchmark  
portfolios.

The table shows the impact of past returns on plan assets and the effect  
of interest rate changes on solvency liabilities of a medium duration plan, 
based on the plan’s initial solvency ratio as at December 31, 2019.  
The graph shows the asset allocation of the three typical portfolios.

Initial solvency 
ratio as at  

December 31, 2019

Evolution of the solvency ratio as at December 31, 2020 
for three different portfolios

60/40  
portfolio

Low volatility 
portfolio (LDI)

Highly diversified 
portfolio

100% 104.2% 105.5% 103.8%

90% 93.8% 95.0% 93.4%

80% 83.4% 84.4% 83.0%

70% 73.0% 73.9% 72.7%

60% 62.5% 63.3% 62.3%

 Short term
 Canadian bond universe
 Canadian long bonds
 Canadian long term provincial bonds

30.0%

30.0%

19.0%

19.0%

2.0%

60/40 portfolio

25.0%

60.0%
15.0%

LDI portfolio

30.0%

20.0% 17.5%

17.5%

15.0%

HD portfolio

 Canadian equity
 Global equity
 Alternative investment

Since the beginning of the year, driven by positive returns in the Canadian 
universe bonds, Canadian long-term bonds, Canadian long-term provincial 
bonds, Canadian equities and global equities, the LDI portfolio, the  
60/40 portfolio and the HD portfolio returned 11.7%, 10.3% and 9.9% 
respectively. The solvency liabilities fluctuated over that same period  
from 5.7% to 5.8% depending on the duration of the group of retirees.  
The variation in the plan’s solvency ratio as at December 31, 2020 stands 
between 2.3% and 5.5%.

Please contact your Morneau Shepell consultant for a customized analysis  
of your pension plan. 
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Comments
1. The expense is established as  

at December 31, 2019, based on  
the average financial position of  
the pension plans used in our 2019  
Survey of Economic Assumptions in  
Accounting for Pensions and Other  
Post-Retirement Benefits report (i.e.  
a ratio of assets to obligation value  
of 95% as at December 31, 2018).

2. The return on assets corresponds  
to the return on the Morneau Shepell 
benchmark portfolio (50% equities  
and 50% fixed income), which  
reflects the average asset mix  
in our 2019 Survey.

3. The actuarial obligation is that of  
a final average earnings plan, without  
indexing (two scenarios: with and  
without employee contributions).

Impact on pension expense  
under international accounting  
as at December 31, 2020
Every year, companies must establish an expense for their defined benefit 
pension plans. 

The graph shows the expense impact for a typical pension plan that  
starts the year at an arbitrary value of 100 (expense index). The expense  
is influenced by changes in the discount rate based on high-quality 
corporate and provincial (adjusted) bonds and the median return of  
pension fund assets.

Expense Index from December 31, 2019

Non-contributory planContributory plan

2019 2020

Discount rate
(%) 3.2% 2.7% 2.7% 3.8% 3.1% 3.2% 2.8% 2.5% 2.7% 2.8% 2.9%             

Return on assets (50% equities)
(%) 0.0% 2.6% -2.8% -8.2% 7.3% 1.9% 2.3% 2.9% 0.4% -0.5% -2.1%              
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Taux d’actualisation
(%) 3,2 % 2,7 % 2,7 % 3,8 % 3,1 % 3,2 % 2,8 % 2,5 % 2,7 % 2,8 % 2,9 % 2,8 % 2,6 %           2.8%    2.6%      

Rendement de l’actif (50 % actions)
(%) 0,0 % 2,6 % -2,8 % -8,2 % 7,3 % 1,9 % 2,3 % 2,9 % 0,4 % -0,5 % -2,1 % 5,8% 1,3 %             5.8%    1.3%    

30-11

The table below shows the discount rates for varying durations and the 
change since the beginning of the year. A plan’s duration generally varies 
between 10 (mature plan) and 20 (young plan).

Discount rate

Duration December 2019 December 2020 Change in 2020

11 3.06% 2.35%  -71 bps

14 3.13% 2.54% -59 bps

17 3.17% 2.65% -52 bps

20 3.20% 2.74% -46 bps

Since the beginning of the year, the pension expense has increased by 15% 
(for a contributory plan) mainly due to the decrease in the discount rates.

Please contact your Morneau Shepell consultant for a customized analysis 
of your pension plan.



Morneau Shepell is the leading provider of technology-enabled HR  
services that deliver an integrated approach to employee well-being  
through our cloud-based platform. Our focus is providing world-class 
solutions to our clients to support the mental, physical, social and  
financial well-being of their people. By improving lives, we improve  
business. Our approach spans services in employee and family  
assistance, health and wellness, recognition, pension and benefits 
administration, retirement consulting, actuarial and investment services. 
Morneau Shepell employs approximately 6,000 employees who  
work with some 24,000 client organizations that use our services  
in 162 countries. Morneau Shepell is a publicly traded company  
on the Toronto Stock Exchange (TSX: MSI). For more information,  
visit morneaushepell.com.

Authors
Omid Afshari Niko, CFA, ASA 
Asset and Risk Management

William Gallant 
Asset and Risk Management

David Gruber, J.D. 
Pension Consulting

Christian Laurin, FCIA, FSA 
Pension Consulting

Karelle Trottier 
Pension Consulting

Francois Turgeon, LL.L., D.D.N. 
Pension Consulting

Editorial Team
LEAD EDITOR:
Andrew Zur, LL.B. 
Pension Consulting

ACTUARIAL EDITOR:
Sonia Trudeau, FCIA, FSA 
Pension Consulting

TRANSLATION: 
Paule Mercier, C. Tr. 
Senior Manager, Translation Department

© 2021 Morneau Shepell Ltd.

@Morneau_Shepell

Morneau Shepell

https://www.morneaushepell.com/ca-en
https://www.morneaushepell.com/ca-en
https://twitter.com/Morneau_Shepell
https://www.linkedin.com/company/morneau-shepell

	Ontario permits exemptions 
for asset transfer rules 
and individual pension plans
	Alberta permits electronic beneficiary designations for pension and retirement plans
	Manitoba offers moratorium 
on special payments
	Quebec modifies funding rules for multi-jurisdictional 
defined benefit pension plans 
	Tracking the funded status of pension plans as at December 31, 2020
	Impact on pension expense 
under international accounting 
as at December 31, 2020

