
The new Alberta Employ-

ment Pension Plans Act 
(EPPA) was proclaimed into 
effect on  Sept 1, 2014. This 
Act, which has been six 
years in the making, puts into 
place some recommenda-
tions from the Alberta-British 
Columbia Joint Expert Panel 
on Pension Standards 
(JEPPS) report that was is-
sued in late 2008. 

Some of the JEPPS rec-
ommendations that have 
been adopted include: 

 Highly harmonized legis-

lation between Alberta 
and British Columbia – a 
significant feat in the 
increasingly divergent 
trend in Canadian pen-
sion legislation. (NB: 
while both Alberta and 
B.C.’s acts were passed 
in 2012, B.C. is still in 
the process of finalizing 
their regulations). 

 Adoption of a more prin-

ciples-based regulatory 
regime instead of the 
historical rules-based 
environment that has 
characterized Canadian 
pension regulatory prac-
tices for so long. 

 The enabling of Solven-

cy Reserve Accounts 
(SRAs) for single em-
ployer Defined Benefit 
(DB) plans that will allow 
employers to access 
solvency payments when 
their plans attain a sol-
vency funding ratio of 

105%, thus avoiding the 
lack of access to what 
has been often referred 
to as “trapped capital”. 

 Decreases in the regula-

tory burden for plan 
sponsors by eliminating 
or simplifying required 
reporting to Alberta (and 
eventually B.C.) pension 
regulators. A key exam-

ple is the elimination of 
DC plans’ requirement to 
file audited financial 
statements and the rais-
ing of the threshold for 
DB plans to prepare au-
dited financial state-
ments from $3 million in 
assets to $10 million. 

 More authority for the 

Office of the Superinten-
dent of Pensions to exer-
cise regulatory discre-
tion, including the exten-
sion of timelines for filing 
certain documents. 

Another change under the 
new EPPA is the ability of 
DB pension plans to convert 
to a target benefit plan (TBP) 
structure. The new EPPA 
allows for the conversion to 
TBPs, but only for future ser-
vice, i.e. after Sept 1, 2014.  

The inability to convert 
previous service to a Target 
Benefit Plan was very clearly 
considered under Bill 10, the 
Employment Pension 
(Private Sector) Plans 
Amendment Act, 2014. How-
ever, that bill (Bill 10) was 
one of the pieces of legisla-
tion that ended on the Order 
Paper when the Alberta gov-
ernment recently prorogued 
the Legislative Assembly. 

It is expected that few, if 
any, plans in Alberta will con-
vert to a TBP format until 
conversion of all accrued 
benefits to TBPs are al-
lowed. The main target audi-
ence for TBPs are the 24 
defined benefit, multi-
employer collectively bar-
gained plans registered in 
Alberta. Now known as Col-
lectively Bargained Multi-
Employer Plans (CBMEPs), 
these plans exist largely in 
the construction industry.  In 
reality, these plans have al-
ways been TBPs as the con-
tributions were fixed based 
on their collective agree-
ments and benefits have 
always been subject to re-
duction if the     

 

                      (see over….) 

Making Defined Benefit Plans Sustainable 
         by Paul Owens...Deputy Superintendent of Pensions, Alberta 

AlternativChronicle 

Volume 7, Issue 12

 

SPECIAL EDITION: 

Pgs 

1,2 

New Alberta Pension 

Legislation: Making 

Defined Benefit Plans 

Sustainable 

Pgs 

1,2 

  

  

  
  
  

Inside this issue: 

    www. AlternativChronicle.com                    Dec 2, 2014 

Seasons Greeting: 

At this festive time of year, I 

would like to extend my very 

best wishes to our readers and 

their families.  

May you and your family enjoy a 

Merry Christmas (or Happy 

Hanukah) and a sweet, healthy, 

and prosperous New Year. 

George M. Klar 

What ASI does:  

The firm provides a wide range 

of investment and capital mar-

kets consulting to institutions 

such as pension or endowment 

plans, regulators, banks, insur-

ance firms, asset management 

firms and Boards. 

Mr. Klar is a faculty member in 

the Finance department of the 

Schulich School of Business and 

a senior advisor to the York 

University $1.95 billion pension 

plan. 

Cheers, GMK 



In order to achieve these desired 
outcomes, the Government of Alberta 
is planning on working on new legis-
lation over the next two years to allow 
TBPs to become a viable option for 
plan sponsors.  TBPs will be a useful 
tool for plan sponsors to use when 
designing and funding retirement 
income programs that meet the 
needs of their overall total compensa-
tion strategies.  

 

funding level was not sufficient to 
fund the so-called defined benefit. 

Many CBMEPs took advantage of 
Alberta’s moratorium on solvency 
funding, which expires at the end of 
2014. These plans will be subject to 
solvency funding starting in 2015. In 
some cases, if the current negotiat-
ed contribution rate is insufficient to 
allow for solvency funding, these 
CBMEPs will be forced to implement 
reductions in benefits. For some 
CBMEPs, this will be in addition to 
benefit reductions they were forced 
to implement over the last number 
of years.  

It should be noted that the Alberta 
government is currently considering 
a regulatory amendment that will 
allow CBMEPs to continue under 
the moratorium, which will prevent 
them from having to make further 
benefit reductions. 

A longer term priority is implement 
new legislation that will enable: 

1. CBMEPs to convert to 
TBPs for all service with the 
result that the requirement 
for solvency funding will be 
permanently eliminated and 
replaced with a “going con-
cern plus” model, based on 
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Making Defined Benefit Plans Sustainable (con’t) 

the plan’s existing going concern 
contribution rate, plus a 
“Provision for Adverse deviation” 
or PfAD that will be calculated 
based on the CBMEPs asset mix 
and going concern discount rate. 
The more conservative these 
factors are, the lower will be the 
PfAD. 

2. Non-Collectively Bargained Multi
-Employer Plans (NCBMEP’s) 
and Single Employer DB plans 
to convert accrued benefits to a 
TBP framework subject to appro-
priate consent from the plan 
members affected. 

3. Plan sponsors to be absolved of 
any residual liability on the pur-
chase of annuities from an insur-
ance company 

4. More simplified calculation and 
administration of pension credit 
splitting on marriage breakdown. 

 

Conclusion: 

The new EPPA, especially the potential 
for SRAs, will encourage existing private 
sector DB plans by freeing trapped capi-
tal, which addresses some of the most 
critical issues facing these plans such as 
volatility in pension expense and the ab-
solute cost of funding these plans. 
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