
 Page 1 

  

VANCOUVER: Suite 1070, One Bentall Centre, 505 Burrard Street, Box 42, Vancouver, BC  V7X 1M5 
Telephone 604-687-8056  ▪  1-877-687-8056   ▪  Fax 604-687-8074  ▪   www.pbiactuarial.ca 

TORONTO: 1 Yonge Street, Suite 1801, Toronto, ON  M5E 1W7 
Telephone 416-214-7748  ▪  Fax 416-369-0515  ▪   www.pbiactuarial.ca 

MONTRÉAL: 465, rue McGill, bureau 200, Montréal (Québec)  H2Y 2H1 
 Téléphone 514-317-2338  ▪  1-877-748-4826  ▪  Télécopieur 514-281-6945  ▪  www.pbiactuariat.ca  

Client Memo 

Legislative Update 
Notes on the 2014 Federal Budget 
February 12, 2014 

On February 11, 2014, Minister of Finance James M. Flaherty presented the 2014 Canada Federal Budget 
titled Economic Action Plan 2014 – The Road to Balance: Creating Jobs and Opportunities.  The Economic 
Action Plan 2014 focuses on cutting costs in order to “return to budget balance” and achieve a surplus of 
$6.4 billion by 2015-16.  One of the biggest spending cuts will be made to the Public Service Health Care Plan 
with increased employee premiums and a longer eligibility period.  New investments are very limited with 
the main ones being the new Canada Apprentice Loan Program (projected to cost $25 million over the next 
two years) and $305 million over five years to improve broadband Internet service in rural areas.  Most of the 
other promises in the budget are low to no-cost promises of tax exemptions and new legislation mainly 
focused on reducing various administrative burdens. 

Public Service Health Care Plan 
One of the biggest and most talked about items in the budget concerns the changes to the Public Service 
Health Care Plan for retired civil servants created with the goal of reducing the cost of the supplemental 
health coverage plan by $7.4 billion over six years. 

Increasing Premiums Paid by Retired Civil Servants 
Premiums for individual coverage paid by retired federal employees have more than doubled so that retirees 
will pay for 50 per cent of the costs of health benefits (transitioning from 75 per cent currently being paid by 
Government as employer). 

This means, for example, that a former government employee opting for individual coverage in his/her 
retirement who previously paid $261 in annual premiums would now pay $550. 

Lengthening the Amount of Time a Bureaucrat Must Work for Eligibility 
Additionally, instead of two years, civil servants will now have to work for six years before becoming eligible 
to join the plan at retirement. 

Government Employee Disability and Sick Leave Management System 
In 2014, the Federal government will negotiate with collective bargaining agents with the goal of 
implementing a new disability and sick leave management system. 
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Crown Corporations’ Pension Plans 
Alignment of Crown Corporations’ Pension Plans with the Public Service Pension Plan 
By 2017, Crown Corporations are expected to move to a 50:50 employer-employee pension plan cost sharing 
and to increase the retirement age for new hires to 65 years as well as raising the age at which other 
retirement benefits are available in order to align their retirement benefits with the ones available under the 
Public Service Pension Plan. 

Retirement Issues 
Extending Changes to the Pension Transfer Limits 
In 2011, the Government introduced a special rule that allowed a member leaving an underfunded defined 
benefit Registered Pension Plan (RPP) to disregard that benefit reduction in calculating their transferable 
amount: the maximum transferable amount as permitted by the rule would be the same as if the RPP were 
fully funded. 

This rule applied only in circumstances where an underfunded RPP with broad membership, sponsored by an 
insolvent employer, was being wound up. 

Budget 2014 proposes to allow this rule to apply in additional situations, particularly in respect of a 
commutation payment to a plan member who is leaving an RPP if that commutation payment has been 
reduced due to plan underfunding and: 

• the plan is an RPP other than an individual pension plan (IPP) where the reduction in the estimated 
pension benefit, that would normally result in a reduced commutation payment, has been approved 
pursuant to the applicable pension benefits standards legislation; or 

• the plan is an IPP where the commutation payment to the plan member is the last payment made 
from the plan (i.e., the plan is being wound up). 

The application of this rule will still require approval by the Minister of National Revenue. 

Tax relief can be provided when a reduced commuted value was transferred from an RPP and the amount in 
excess of the pro-rated prescribed amount was paid in cash.  More details around the conditions for tax relief 
and other answers to commonly asked questions about this new measure are provided on the CRA’s website 
(http://www.cra-arc.gc.ca/tx/rgstrd/cmfrtlttr-eng.html). 

These measures should be applied to commutation payments made after 2012. 

Health & Wellness Issues 
Acupuncturists’ and Naturopathic Doctors’ Services GST/HST exemptions 

The new Budget has added acupuncturists and naturopathic doctors to the list of health care practitioners 
whose professional services are exempt from the GST/HST. 

Tobacco Taxation 
Justifying it as a method to reduce tobacco consumption, the government has increased taxation rate for 
cigarettes for the first time since 2002.  The rate of excise duty on cigarettes will be increased to account for 
inflation since 2002. 

http://www.cra-arc.gc.ca/tx/rgstrd/cmfrtlttr-eng.html
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Employment Insurance Sickness Benefits 
The government will enhance access to Employment Insurance (EI) sickness benefits for claimants receiving 
Parents of Critically Ill Children and Compassionate Care benefits by allowing those claimants who become 
sick or injured to directly access sickness benefits under the EI program.  Once recovered, they would revert 
to receiving Compassionate Care or Parents of Critically Ill Children benefits. 

We do not expect that this will impact private plan sponsors’ short-term disability plans with the exception of 
plans with a Supplemental Unemployment Benefit top-up provision for sickness benefits. 

Employer Taxes and Deductions 
Revising Remittance Thresholds for Employer Source Deductions 
With the goal of reducing the administrative burden linked to tax compliance for employers, the government 
announced increases to the threshold of monthly withholdings at which employers are required to remit 
more frequently. 

• The new bracket of average monthly withholdings within which employers are required to remit up 
to two times per month will be $25,000 to under $100,000 (previously $15,000 to under $50,000). 

• The new bracket of average monthly withholdings within which employers are required to remit up 
to four times per month will be $100,000 and up (previously $50,000 and up). 

This measure will apply in respect of amounts to be withheld after 2014. 

Income Tax Exemption for Non-Profit Organizations (NPOs) 
The Government announces its intention to review income tax exemption and related reporting 
requirements for non-profits to identify if sufficient transparency and accountability provisions are in place.  
This review will only be for NPOs that are not registered as charities or Canadian amateur athletic 
associations.  The Government will release a consultation paper for comment. 

Job Training and Job Creation Programs 
Canada Apprentice Loan 

The Budget announces the creation of the Canada Apprentice Loan.  This loan program is an extension of the 
Canada Student Loan program for apprentices registered in Red Seal trades.  It will offer interest-free loans to 
help with training costs.  Apprentices will be able to apply for loans of up to $4,000 per period of technical 
training. 

Training for Individuals with a Disorder or Disability 

A GST/HST exemption is currently provided for training specially designed to assist individuals with a disorder 
or disability in coping with the effects of the disorder or disability or to alleviate or eliminate those effects. 

The Budget proposes to expand the exemption to the service of designing the training plan and any 
subsequent adjustments to the initial development phase of the training program. 

The Budget also proposes to add the designing services to the amount eligible for Medical Expense Tax Credit 
(METC) if the cost of the training itself is also eligible. 
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Targeted Initiative for Older Workers 
This initiative was first introduced in 2006.  The Budget will renew the program over a three-year period.  This 
represents an additional federal investment of $75 million.  This employment program provides a range of 
employment activities for unemployed older workers and helps them stay in the workforce. 

Investment in Public Infrastructure 
The budget confirmed the implementation of the $53 billion (over 10 years) Building Canada plan introduced 
in 2013, but provided limited additional details on how the budget will be spent. 

The biggest new infrastructure investment announced in the 2014 budget is in improving broadband Internet 
service in rural areas with an additional $305 million to be spent over five years. 

The Federation of Canadian Municipalities had called on the Federal Government to address Canada’s 
Housing Crunch in the 2014 Budget, but the document provides no new investment commitment for 
affordable housing as the previous $120 million commitment in federal subsidies is about to expire. 

If you have questions regarding this article, or would like to submit your comments, please do not hesitate to 
contact Nisha Singh at 416-214-4277 or by email at nisha.singh@pbiactuarial.ca or Sonia Massicotte at 
514-317-2342 or by email at sonia.massicotte@pbiactuarial.ca. 

About PBI 

PBI Actuarial Consultants Ltd. is a dynamic and growing company providing actuarial, administrative and 
investment consulting services for pension and benefit plans, as well as other trust funds across Canada. 

Visit our website at www.pbiactuarial.ca to learn about our services or connect with our experts for more 
information. 
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