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Introduction 
 
The Air Canada Pionairs (the”Pionairs”) is a federally registered not-for-profit corporation. 
It advocates on behalf of 30,000 Air Canada and other Canadian airlines retirees of whom 
over half are members of the Pionairs. Its membership includes several professional, 
knowledgeable individuals skilled in pension plan development, investment, and 
management, including some whose working life was dedicated to pension risk 
management and security. It is also a member of a network of pensioner groups from across 
Canada that advocate for more than one-million retirees. 
 
The Pionairs are pleased to provide this submission to the Government to address 
retirement security.   
 
The Pionairs have been fortunate to have a good working relationship with Air Canada and 
the Canadian Government that has helped to protect retirees’ pensions during difficult 
times.   
 
The Pionairs submit that the most important aspect of retirement security for federally 
regulated pension plans remains amending insolvency legislation to protect retirees.   
 
The Pionairs submit, once again, that unfunded pension liabilities be paid ahead of the 
claims of secured creditors. Employee claims for the termination of employee benefits in 
insolvency proceedings should be paid before secured creditor claims and retirees should 
have secured creditor standing in relation to their pensions 
 
The Pionairs submit that new measures should provide increased security for retirees, 
including increased annuitization, separate secured funds for retiree benefits, use of surplus 
assets for ad hoc increases for retiree benefits, etc. Any temporary solvency funding relief 
should respect the rights of retirees. Retiree members' representation for pension 
governance and administration should be increased and funded by the pension funds or 
the employer. 
 
Below you will find our comments on the most recent consultation paper. 
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Temporary Broad-based Solvency Funding Relief for 2021 

1) What are your views on the potential challenges that could be facing federally 
regulated DB plans in 2021? 

• We believe that employers who sponsor federally regulated DB plans will 
continue to face some uncertainty in 2021 due to the continued impact of 
COVID-19 on the economy, interest rates and the volatility of financial 
markets.    

• The Government should consider relief measures to support the business 
operations of DB plan sponsors that are negatively impacted by the ongoing 
pandemic provided the rights of retirees are adequately protected. 

• The relief measures should be put in place with appropriate provisions to 
ensure the financial security of benefits for plan members and retirees who 
are also impacted by the ongoing pandemic. 

• Overall, we support the Government helping plan sponsors who are facing 
economic challenges provided, in the long-term, it will help support and 
sustain DB plans in Canada which are better for providing retirement 
benefits to Canadian employees.  

2) Should further temporary relief options be considered? What principles or criteria 
should guide the consideration of the relief measures? 

• When considering temporary relief options, the following principles should 
guide the Government: 

A. Prioritizing the pension security for plan beneficiaries who are also 
navigating through the uncertainty of the ongoing pandemic.  

B. Recognizing that a strong plan sponsor is key to survival of the DB 
plan, and that there should be some balance between helping plan 
sponsors navigate the pandemic in the short-term with temporary 
solvency funding relief solutions and maintaining benefit security for 
plan beneficiaries. 

3) If further relief measures are viewed as necessary, which potential temporary 
measures are best suited to address the challenges facing federally regulated DB 
plans? 

• Extension of the solvency amortization period, with conditions: We would 
support the extension of the solvency amortization period (with conditions) 
as long as the measure requires consent from a majority of plan 
beneficiaries and retirees. 
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Temporary Broad-based Solvency Funding Relief for 2021, continued 
 

• One-time extension of solvency amortization period: We would support 
the one-time extension of solvency amortization period as described in the 
proposal, subject to protection of retiree benefits. 

• Extension of the letter of credit limit: If used as a temporary measure in an 
era of historically low interest rates, the extension of letter of credit limit 
might be an acceptable relief measure since the cost of borrowing is low.  
However, we believe there should still be a regulated cap on the credit limit 
(such as 30% of solvency liabilities) rather than leaving it up to discretion of 
the issuer.  We also believe that the extended letter of credit limit should 
remain a temporary measure and its availability should be time-limited (for 
example, 12 months). 

• Alternative valuation methodologies: We do not support changing the 
methodologies used in solvency valuations as a mean to provide temporary 
relief.  Changing actuarial methodologies could result in unintended long-
term consequences such as producing a false sense of security regarding the 
solvency of the pension plan based on economic assumptions which are 
disconnected from actual market values, and/or potentially reducing benefit 
levels payable to members on wind-up.   

4) Is there one particular relief measure that is preferable, or should consideration be 
given to providing a suite of measures that plan sponsors could choose from? 

• Other than not supporting the use alternative actuarial valuation 
methodologies, we have no preference for the relief measures being 
proposed. 

We would support plan sponsors being offered a suite of measures to 
choose from the three temporary relief measures described (Extension of 
the solvency amortization period, with conditions, One-time extension of 
solvency amortization period or Extension of the letter of credit limit), 
provided retirees are protected. Plan sponsors should only be able to use 
one of the proposed temporary relief measures in 2021. 
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Temporary Broad-based Solvency Funding Relief for 2021, continued 
 

5) For the one-time extension of the solvency amortization period (i.e., for 2021 plan 
year only), should consent from plan beneficiaries be required? Are there other 
conditions or requirements that should be considered? 

• There should be additional conditions where consent from plan beneficiaries 
is required if a plan has a significant unfunded solvency financial position or 
has seen a significant deterioration in the estimated solvency position of the 
plan. For example, if a plan has an 85% solvency ratio or has a solvency ratio 
under 100% at the last valuation but the solvency ratio is estimated to have 
dropped to a level below 90% since the last valuation, then the measure 
would require consent from plan beneficiaries or, at least, regulatory 
approval. 

6) Should the qualified issuer determine the letter of credit limit, or should the limit 
be set by the special regulations? If the letter of credit limit is set by the special 
regulations, what are your views on an appropriate limit?   

• We believe the letter of credit limit could be set by a qualified issuer but 
there should be a regulated cap on the credit limit (such as 30% of solvency 
liabilities) rather than leaving it entirely at the discretion of the issuer.  We 
also believe that the extended letter of credit limit should remain a 
temporary measure and its availability should be time-limited (for example, 
12 months). 

7) What are some alternative valuation methodologies that could be considered to 
mitigate the volatility in solvency funding contribution requirements? Which ones 
could be most effective at providing relief while maintaining adequate funding to 
protect benefits? 

• As mentioned above, we do not support changing the methodologies used 
in solvency valuations as a means to provide temporary relief.  Changing 
actuarial methodologies could result in unintended long-term consequences 
such as producing a false sense of security regarding the solvency of the 
pension plan based on economic assumptions which are disconnected from 
actual market values, and/or potentially reducing benefit levels payable to 
members on wind-up.    
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Plan Governance and Administration  

Plan Administrator 

1) What are your views on requiring plan member and retiree representation for all 
federally regulated pension plan Board of Trustees, for both single- and multi-
employer pension plans? 

• The inclusion of plan member and a retiree representative on sponsoring 
employer committee or board of trustees for both single and multi-employer 
pension plans should be a requirement for all federally registered pension 
plans. Retiree members are a key stakeholder therefore should have 
oversight and input to the plan management. The plan sponsors or the plan 
should be required to provide a basic training on plan administration and 
pension plan investment fundamentals to plan retiree committee members.  

2) What other approaches could be considered to increase plan member and retiree 
representation in plan governance? 

• Retiree plan member representatives should be provided with the tools 
to communicate with all plan members on any key developments 
relative to the pension plan.  Any changes to plan rules should be shared 
with retiree plan member representatives. 

Governance policy 

3) Would it be appropriate to require all federally regulated pension plans to 
establish a governance policy with the minimum prescribed content? If yes, 
should the prescribed content align with the CAPSA Governance Guideline?   

• All federally regulated pension plans should be required to have a 
governance policy in place and available to all plan retiree members. This 
policy should align with the CAPSA government guidelines and should 
apply to existing plans that may not have  such a policy. 

Capitalization policy 

4) To encourage a strategic and transparent approach to funding, should single 
employer and non-NC multi-employer DB plans be required to establish and 
maintain a funding policy? 

• Single-employer and non-NC multi-employer DB plans should be required to 
establish and maintain a funding policy. This would have the effect that a 
plan sponsor would have visibility on the funding required to meet plan 
obligations and be able to react to situations where changes may be 
required. 
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Environmental, social and governance factors (ESG) 

5) In light of the growing international focus on ESG factors in investing, what would 
be an appropriate approach to encourage pension plans to consider ESG factors? 

• While it is acknowledged that ESG factors are important and should be 
considered by plan managers, they should not be required by legislation to 
be incorporated in the statement of investment policies and procedures. 
However, plan managers should be required to advise their position and this 
can be reflected in the SIP&P. 

We agree that the regulator should ask public companies to standardize 
their ESG disclosure.  

6) What are your views on the relationship between ESG factors and a pension plan 
administrator’s fiduciary duty.  

• Pension plan administrators should not be regulated to include ESG as a part 
of their fiduciary duty. 

Electronic communications 

7) What are your views on allowing federally regulated pension plans to provide 
required information electronically to plan members and retirees on a deemed 
consent basis? 

• Electronic communications to retired plan members should only be carried 
out with those who have given actual express consent. This is because many 
plan members are older and do not have electronic communication 
capabilities and would receive no information from the plan. 

8) What are your views on the current legislative requirements to make federally 
regulated pension plans provide required communications to spouses and common 
law partners?  Is it feasible for plan administrators to provide electronic 
communications to spouses and common law partners? Is it feasible for plan 
administrators to provide electronic communications to spouses and common law 
partners on a deemed consent basis? If not, what other options could be 
considered? 

• Pension plan administrators should have to provide communications 
regarding pension plans to spouses or common law partners. In those cases 
electronic communications to these groups of retirees should be obtained by 
actual express consent.   
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Solvency Reserve Accounts 
 

We do not support the implementation of Solvency Reserve Account (SRA) rules for DB 
pension plans regulated by the Pension Benefits Standard Act (PBSA) for the following 
reasons:   

A. Because it is still soon after the recent provincial government implementations of SRAs, 
we have not yet seen evidence of the benefits provided by SRAs in the provincial 
jurisdictions where they have been implemented. 

B. We do not believe it is accurate to assume that improvements to the funded status of 
DB plans are solely driven by improvements to economic conditions. We have seen 
evidence in the recent past of solvency deficits being reduced by DB plan sponsors by 
amending (decreasing) the pension benefits offered to the plan members. A DB plan 
sponsor could therefore gain access to SRA funds simply by creating a surplus by 
amending the pension benefits.  

C. Many DB plan sponsors have been successful in navigating economic volatility and 
materially de-risking their pension plans using liability-driven investment strategies 
which contribute to achieving good return while lowering the overall risk of market 
volatility. The implementation of SRAs could lead some DB plan sponsors to abandon, 
or others to consider not to adopt, these effective de-risking strategies. 

 

1) To encourage more prudential employer funding, should consideration be given to 

permitting employer normal cost contributions to be made to a SRA where an 
employer is in a position to reduce normal cost contributions under subsection 9(5) 
of the PBSR? 

• No, we do not support the implementation of SRAs. However, should SRAs 
ultimately be implemented, we believe they should be subject to the 
conditions listed in our responses below and, furthermore, should only be 
available prospectively and not available retroactively. 

2) What would be an appropriate legal structure for SRAs – for example, establishing 
a SRA as a separate account of the pension fund within the same trust agreement, 
or under a separate trust agreement? Would different arrangements pose 
administrative or operational difficulties? Should employers be permitted to 
choose their preferred approach? 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, an SRA should be established within the 
same trust agreement of the pension fund, and plan sponsor should not be 
permitted to choose their preferred approach.  



Strengthening Canadians' Retirement Security – Air Canada Pionairs  
January 2021  Page 9 of 12 

Solvency Reserve Accounts, continued 

 

3) The proposed SRA framework would apply to single-employer DB plans. Should the 
SRA framework also apply to multi-employer DB plans, other than negotiated 
contribution plans? How might this work in practice? 

• As stated above, we do not support the implementation of SRAs. 

4) Would it be appropriate to set a minimum required solvency ratio threshold of 105 
per cent before and after any SRA withdrawal is permitted for on-going pension 
plans? Should a similar threshold apply to the plan’s going concern funded level? 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, we believe that the minimum required 
solvency funded ratio threshold should be no less than 125 percent and the 
going concern funded ratio threshold should be no less than 140 per cent. 

5) Would limiting annual withdrawals from a SRA to one-fifth of the eligible surplus be 
appropriate? This would align with the approach in Alberta and British Columbia, 
and would mirror the 5-year amortization period allowed for solvency deficits. 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, we believe that annual withdrawal should 
be limited to no more than 10 per cent of the eligible surplus. 

6) Should additional restrictions or safeguards apply to SRA withdrawals? 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, we believe that the DB plan sponsor 
should be required to obtain approval from the regulator before any 
withdrawal can be made from the SRA.   

Furthermore, the approval process should require the employer to 
demonstrate that any recent improvement in the solvency ratio was entirely 
driven by asset growth (contributions, market returns) or positive impact on 
liabilities caused by a change in solvency valuation assumptions, as opposed 
to amendments to pension benefits structure. Should the improvement in 
the solvency ratio not be entirely driven by improving market conditions, the 
portion of excess surplus attributable to amendments to pension benefits 
structure should be excluded from funds available for withdrawal from the 
SRA.  
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Solvency Reserve Accounts, continued 

 

7) Should any specific disclosure requirements to plan members and beneficiaries or 
OSFI apply in respect of withdrawals from or payments to a SRA? Should the notice 
provided to plan beneficiaries be separate from their annual statement? 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, we believe that the DB plan sponsor 
should be required to request approval from OSFI prior to making any 
withdrawal. Furthermore, the employer should inform their members and 
beneficiaries when an SRA is set up, when contributions and/or withdrawals 
are made to/from the SRA, the accessible amounts held in the SRA and the 
current balance of the SRA. The notice to plan members and beneficiaries 
for any of these items could be done as part of the annual statements. 

8) Should other limits or restrictions apply to SRA withdrawals to help ensure that 
withdrawals are based on up-to-date information (e.g., withdrawals only allowed 
within six months following the AVR being filed, or prohibiting SRA withdrawals if 
the employer had reason to believe that the plan’s funded position had changed 
significantly to the downside)? 

• As stated above, we do not support the implementation of SRAs but, should 
SRAs ultimately be implemented, we agree that withdrawals should be 
based on the most up-to-date information (e.g., withdrawals only allowed 
within six months following the AVR being filed).  

Furthermore, we believe that an employer seeking to make multiple 
withdrawals from an SRA should be required file annual valuation reports, as 
opposed to triennial valuation reports. 
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Variable Payment Life Annuities (VPLA) 
 

The Pionairs members are members of DB plans. Our understanding is that VPLAs will not 
apply to them. In the future, the Pionairs membership is expected to include DC plan 
members. However, it is not clear that VPLAs will apply or be offered to those Pionairs DC 
members. Therefore, comments we might make concerning VPLAs would be preliminary at 
this point and may require further study to better understand the appropriate actuarial 
methodologies to be used. We would ask that the rights of retirees be respected concerning 
any rules related to VPLAs. We reserve the right to make further or other submissions in 
the future to better reflect our members’ interests at the appropriate time. 
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Ministerial Guidelines for Defined Benefit Pension Plan Sponsors 
 

1) What are your views on the proposed Ministerial guidelines? Are there any 
additional components or considerations that should be included in the draft 
Ministerial guidelines?   

• Changes to plan design that reduce benefits would be subject to approval by 
OSFI. Such approval should only be granted in extreme situations and past 
benefits should be reinstated when the plan is fully funded in the future. 

Compensation restrictions should also include board of directors. 

In addition, during any funding relief period, the Ministry of Finance must 
have access to all pension-related correspondence as it relates to the overall 
pension strategies under review by the plan sponsor. This would include any 
information related to staffing changes that would impact the pension plan.  

Measures undertaken alongside special funding relief: 

Agreements should include: 

1) A freeze on dividends or share repurchases 

2) Freeze increases in both executive and board of directors compensation 
including bonuses and stock options. 

Conclusion 

The Pionairs support the Government’s efforts in consulting to enhance retirement security 
for Canadians. 

We look forward to the opportunity to participate further in the consultation process.   

Also, as per the instructions in the Introduction:   

• Our Committee consents to the disclosure of our comments in whole or in part. 

• Our Committee does not request that our identity and any personal identifiers be 
removed prior to publication. 

• Our Committee does not require that any portions of our comments be kept 
confidential. 

 


