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Bill 57, an Act to amend the Supplemental Pension Plans Act mainly with respect to the funding of defined 
benefit pension plans, was presented on June 11, 2015 by the Quebec Minister of Labour, Employment and 
Social Solidarity, Mr. Sam Hamad.  This reform is part of the comprehensive revision of rules applicable to 
pension plans, specifically: Act 15 regarding the restructuring of municipal pension plans (December 2014); Act 7 
regarding multi-employer pension plans (April 2015); and those pertaining to the university sector (forthcoming). 

The purpose of this memo is to list the main objectives of the Bill.  Numerous specific terms and conditions are 
included and their actual application will be clarified in regulations published subsequent to the adoption of the 
Act. 

We are currently analyzing the Bill and will publish more detailed memos after our analysis is completed and 
when further details are confirmed.  According to the information we have, a committee proceedings will be 
held for this Bill at the beginning of September 2015 and the government is aiming for quick adoption during the 
fall session of Parliament. 

MAIN OBJECTIVES OF THE BILL 

The main measure of Bill 57 will eliminate the requirement to fund a plan on a solvency basis (theoretical basis 
of termination).  Instead, funding will be based on a going-concern valuation (based on plan continuity).  
Therefore, Bill 57 provides for the mandatory inclusion of a stabilization provision (a reserve account).  Its level 
will be determined using a scale established by regulation, where the higher the weighting is for variable 
revenues in the investment policy, the greater the required provision will be.  The reserve would be funded with 
actuarial gains in addition to a special stabilization contribution paid by the plan sponsor.  Even if the 
consequence of this provision is an increase in contributions of about 13% to 17% for the fiscal year, one must 
keep in mind that significant disbursements regarding a plan’s solvency will no longer be required from 
employers, resulting in a total net long-term savings of about $5 billion overall for employers, according to the 
government. 

The use of surplus assets will also be formally supervised.  It should be noted that no use of surplus assets will be 
allowed unless the stabilization provision is 5% above the desired level of funding and the plan is 105% solvent, 
in accordance with fiscal rules. 

MAIN PROPOSED CHANGES 

Several changes will result from the application of this new funding framework, in particular: 

 The funding shortfall amortization period will gradually come down from 15 to 10 years. 

 It will be mandatory to have a funding policy that meets regulatory requirements. 

 Actuarial valuations will be required every three years as long as the solvency ratio is greater than 85%.  
However, an annual notice must be sent to the Régie des rentes du Québec within four months of the 
end of the plan’s fiscal year. 
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 The use of an asset smoothing method for the actuarial valuation of funding will be allowed, but with a 
maximum averaging period of five years. 

 The additional commitments resulting from any amendment to the plan will need to be paid in a single 
payment when the funding level is less than 90%; otherwise it will need to be paid over five years. 

 Bill 57 also includes measures similar to those found in other recent reforms, such as the removal of 
requirements to offer the additional benefit previously prescribed by legislation and the payment of 
rights in accordance with the solvency ratio, without residual rights, subject to exceptions. 

It is to be noted that contrary to Act 15, no rule is stipulated regarding mandatory sharing of future costs or any 
sharing of shortfalls between employers and members.  The Bill adds technical adjustments in the case where 
employees are responsible for a portion of the deficit, but nothing more.  The government’s position is to let the 
parties agree on the measures to be taken. 

The following major questions remain to be answered: Will the newly proposed rules help pension plans be 
maintained and developed?  Will they adequately protect active members as well as retirees? 

 

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 various trust funds.  PBI serves 
clients across Canada from offices in Vancouver, Montreal and Toronto with a focus on multi-employer plans, 
non-profit and public sector organizations. 

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

PBI publishes articles, memos and guides periodically.  If you wish to subscribe to PBI’s newsletters, please email 
your request to info@pbiactuarial.ca with your full contact information. 
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