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Background 

Pension reform has been the subject of much debate across Canada over the past year and a half, driven 
by two proposals with the potential to change the pension landscape.  The first was the expansion of 
CPP/QPP to double payable benefits.  This proposition was initiated by the labour movement and was 
originally supported by Minister Flaherty and some Provincial governments; then, in December 2010, the 
draft framework for the Pooled Registered Pension Plans (“PRPP”) was introduced.  For Minister Flaherty 
this resulted in a shift in focus from the CPP/QPP expansion to a promotional push for the PRPP which 
resulted in the creation of Bill C-25 (or the Pooled Registered Pension Plan Act).  At the end of 2011, the 
Federal Income Tax Act (“ITA”) was also amended to take into account this new type of pension vehicle 
with an effective date to be the same as Bill C-25.  In March 2012, Quebec followed the lead of the 
Federal Government by announcing the new Voluntary Retirement Savings Plan (“VRSP”) in the 
Provincial Budget.  The expected effective date of establishment of VRSPs is January 1st, 2013.  Finally, on 
June 12, 2012, the House of Commons passed Bill C-25.  On the same day, Quebec's Minister of 
Employment and Social Solidarity tabled Bill 80, which lays the foundation for the Voluntary Retirement 
Savings Plan (VRSP). 

While the Federal and Quebec governments believe that PRPPs and VRSPs will help to address current 
gaps in pension savings for Canadians not enrolled in a pension plan, it is not clear how this will be 
achieved.  In their last Provincial Budget, the Ontario Government identified several issues with, and also 
expressed concerns over, the PRPP program as currently designed (including, but not limited to: fiduciary 
responsibility, simple replacement of one form of arrangement with another, and the lack of clarity 
around the low-costs objectives).  The Ontario Government has stated that any changes for pension 
reform should be tied to CPP enhancement as part of a comprehensive approach. 

PBI’s opinion 

Based on the current design, it is unclear how PRPPs/VRSPs, which are very similar to the familiar RRSPs, 
will encourage those who are currently not saving to save.  As such, we do not believe that PRPPs are a 
solution to pension reform in Canada.  A review of the current offering indicates that there are many 
issues with the PRPPs/VRSPs that are hampering the provision of the expected benefits. 

Thus, if these are to remain the Federal and Quebec government’s chosen solutions to the pension 
coverage issue, we believe that, for them to fulfill at least part of their stated purpose, PRPPs and VRSPs 
will need to evolve overtime to include the following features. 

  



Proposed future changes to improve the viability of the PRPPs/VRSPs  

1. Mandatory employer contribution 

Currently, employer contributions to PRPPs or VSRPs are on a voluntary basis.  We believe employer 
contributions should be compulsory and required to match at least 50 % of member contributions.  
For example, if the member contributes at 4% of his/her salary, the employer should be required to 
contribute an additional 2 % on top of what the member has already contributed.  To go further, a 
100% contribution match from the employer should also be promoted as “best practice”. 

2. Mandatory participation for individuals not enrolled in a workplace pension plan 

One of the main issues with the Quebec’s VSRP and the Federal PRPP rules as currently drafted is 
that participation is voluntary.  We believe that participation should be made mandatory for 
individuals not covered under an established pension plan, and voluntary for others. 

3. Guaranteed lower cost management fees 

Quebec has issued a proposition requiring that VRSP administrators provide a plan at the same cost 
and on the same conditions to all employers who participate in the plan and to all individuals who 
become members of the plan.  The proposed Bill 80 also stipulates that the administrator must 
provide a plan to its members at a low cost.  The criteria for determining if the plan meets the low-
cost criterion, as well as the fees the administrator may charge members and those that may be 
deducted from the return of fund assets will be established by regulation.  Still, we believe that more 
specific cost targets should be included at both the Provincial and Federal level.  Management fees 
should be regulated so that the total costs are guaranteed to be equal to or less than 0.5% of assets.  
This would ensure that PRPPs actually convey fees lower than those for RRSPs and hence improve 
the competitiveness of the proposed program. 

4. Unions should be entitled to become plan sponsors 

Section 27 of Bill C-25 stipulates that only employers can sponsor PRPPs.  Quebec has followed the 
Federal government’s lead.  We believe that a larger definition of sponsors to include unions would 
have been preferable. 

5. Plan sponsors should have a fiduciary duty to the plan beneficiaries 

In the current rules applicable to Federal jurisdiction, only financial institutions will bear fiduciary 
responsibilities to PRPP members.  We believe this might incite some employers who were 
previously offering DC plans to switch to PRPPs to eliminate their fiduciary duty, therefore further 
reducing pension security for their employees.  We believe that plan sponsors should keep at least a 
certain level of fiduciary duty to PRPP members in order to protect them from high cost and high risk 
investment choices. 

  



6. No withdrawal of accumulated amounts (Quebec’s VRSPs) 
Quebec’s rules stipulate that, just as with RRSPs, accumulated amounts may be withdrawn before 
retirement.  The only exception is with employer contributions, which, if there were any, may only 
be withdrawn as of age 55, or under particular circumstances (shortened life expectancy, small 
pension, or non-resident of Canada for a period of two years or more).  We believe that this should 
be amended so that no accumulated amounts can be withdrawn before age 55 in order for VRSPs to 
be a viable alternative to traditional workplace pension plans. 

Calling for viable solutions to the pension crisis 

For PRPPs or Quebec’s VRSPs to provide a solution to the current decline in pension coverage, we believe 
that Provincial or Federal governments should adopt some of the design features discussed above.  
Without these modifications, we expect that PRPPs and VRSPs will remain an inappropriate retirement 
saving tool providing no additional layer of pension coverage to Canadians.  Furthermore, beyond these 
suggested improvements, we remain behind the idea that the most practical means of improving 
retirement income security and adequacy for all Canadians is an expansion of the CPP and QPP. 

If you have questions or comments regarding this client memo, please do not hesitate to contact 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 focused on providing actuarial, 
administrative and investment consulting services for pension and benefit plans, as well as other trust 
funds across Canada. 

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

Pensions: Susan Chortyk 604-647-3230 susan.chortyk@pbiactuarial.ca 
Benefits: Avinash Maniram 604-647-3215 avinash.maniram@pbiactuarial.ca 
Investments: Tony Williams 604-647-3232 tony.williams@pbiactuarial.ca 
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