
The BCGEU would like to express its disappointment 
regarding the recommendation in the August 2019 
report on recent Pension Benefits Standards Act 
(PBSA) stakeholder consultations to retain solvency 
funding requirements for Defined Benefit (DB) 
pension plans.1 In response, the BCGEU calls on the 
Ministry of Finance to reject this recommendation, 
and replace the current faulty solvency valuation 
model with a new system based on Going Concern 
Valuation (GCV).2 A well-formulated GCV would 
more accurately capture the actual value and 
risks associated with DB plans, while reducing 
unnecessary solvency funding pressures that have 
proven to endanger DB plans.

DB pension plans are the best guarantee of 
retirement security currently available to workers in 
Canada, and the Ministry should prioritize reforms 
that strengthen, protect and encourage the expansion 
and wider availability of DB plans. Solvency funding 
ratio requirements, even at the lower rate of 85 per 
cent as proposed in the August 2019 report, are 
unrealistic in the current investment environment of 
very low interest rates and bond yields, and do not 
reflect the actual health of a plan.3 To meet solvency 
ratios as currently defined, contributions typically 
need to be significantly increased in the short term, 
creating volatility and potential cost problems for 
employers. For some employers, this creates impetus 
to transition from DB to Defined Contribution (DC) 
or Target Benefit (TB) plans that shift risks and costs 
to workers and retirees. For the same reason, these 
solvency ratio requirements also act as a disincentive 
for establishing new DB plans. 

1  B.C. Ministry of Finance, A Review of the Solvency Funding 
Framework under the Pension Benefits Standards Act: Report on 
Stakeholder Committee Process, August 2019. Available at: https://
www2.gov.bc.ca/assets/gov/employment-business-and-econom-
ic-development/solvency-funding-consultation/bc-solvency-fund-
ing-review-report.pdf
2  See BCGEU, “Submission to the Ministry of Finance review of the 
solvency-funding framework under the Pension Benefits Standards 
Act (PBSA), December 13, 2018
3  However, a plan’s solvency can still be determined and used for 
specific purposes, such as determining new limits on the use of 
surplus in an ongoing plan, funding rules for plan amendments, 
termination of a plan, filing frequency for actuarial valuations, and 
transfers of commuted values out of the plan. 

It does not make sense to require plans that are 
well or adequately funded on an ongoing, going-
concern basis to be funded as if they are winding 
up. Instead of providing members with benefit 
stability, regulatory pressure to meet solvency 
funding requirements is driving plan administrators 
to degrade the benefits offered by otherwise healthy 
plans.

To strengthen and protect defined benefit pension 
plans and to guarantee their security, the faulty 
solvency valuation requirement should be replaced 
with a Going Concern Valuation (GCV). As opposed 
to the assumption of plan termination embedded 
in solvency valuation, a GCV uses calculations 
based on continued contributions to the plan and 
accumulation of assets, which results in a more 
accurate estimate of the plan’s value.4

Our experience: solvency funding 
requirements have led to the erosion of 
DB plans
Many BCGEU members are members of defined 
benefit pension plans: three of B.C.’s public sector 
plans, the United Way Pension Plan and the 
B.C. Credit Union Employee’s Pension Plan. Our
members’ experience with the latter two plans
indicate that solvency funding requirements do
not protect their defined benefits, but instead
compromise them.

In 2018, the administrative committee of the United 
Way Pension Plan advised the plan’s members that 
the most recent valuation indicated funding of 119 
per cent on a going concern basis; solvency funding 
was just 91 per cent. 

The plan’s administrative committee ultimately 
determined that it would remedy the solvency 
deficiency by changing the earnings used to 
calculate the base pension benefit from the final 
5-year average earnings to the annualized earnings

4  The BCGEU recommends that the formula for GCV takes into 
consideration the Entry Age Normal Cost of a plan.
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Stakeholders have reported positive experiences with 
Quebec’s shift to going concern valuation. Lawyers 
working with DB pension plans in Quebec report 
reduced volatility in contributions, and that 
employers’ costs had been reduced by 40 per cent, 
on average.6

Conclusion
The BCGEU strongly urges the B.C. government to 
end existing solvency valuation requirements for 
Defined Benefit pension plans and to replace them 
with an enhanced going concern model. DB pension 
plans have for decades proved to be the best model 
for providing workers with a secure retirement 
income, but the existing solvency valuation model 
provides an impetus to scale back or wind down DB 
plans.

Current solvency funding requirements were not 
designed for today’s investment environment of very 
low interest rates and bond yields, and set unrealistic 
funding requirements for this context. As a result, 
plan administrators are obliged to significantly scale 
up contributions in the short term, creating 
unnecessary volatility and potential cost problems 
for employers and employees alike.

This faulty solvency valuation requirement should be 
replaced with a model based on Going Concern 
Valuation, which uses assumptions based on 
continued contributions to the plan and accumulated 
assets. This would reduce contribution pressures and 
support long-term stability and security in DB 
pension plans.

A number of other jurisdictions have already moved 
away from solvency funding requirements for DB 
plans, and others appear to be moving in a similar 
direction. In the Canadian context, Quebec’s 2016 
pension solvency reforms offer a useful precedent for 
a successful transition from solvency funding to a 
going concern model.

unnecessarily high.
6  Julius Melnitzer, “A look at Quebec’s pension solvency changes 
one year on,” Benefits Canada, February 21, 2017:

https://www.benefitscanada.com/
news/a-look-at-quebecs-solvency-changes-one-year-on-93988 

in each year of membership. Pension calculation 
based on final 5-year average earnings are now a 
conditional benefit payable only if the plan meets 
specified funding criteria. 

The B.C. Credit Union Employees’ Pension Plan has 
also faced funding challenges in recent years. This 
Plan’s administrator has responded with a mix of 
contribution increases and benefit reductions. 

Between 2013 and 2015, the employer’s 
contribution rate increased to 14.8 per cent from 
9.5 per cent primarily to address the plan’s solvency 
ratio of 82 per cent. The contribution increase would 
have been more significant if the plan had not 
secured regulatory permission to fund the solvency 
deficiency over nine years instead of five years. The 
funded ratio, at 96 per cent, also contributed to the 
plan’s affordability woes, but to a relatively minor 
degree. 

On the benefits side, the age at which members 
could receive an unreduced pension increased from 
age 60 to 62 in 2010 and from 62 to 65 in 2017. 
Another 2010 change was the reclassification of 
pension indexing from an automatic benefit to one 
conditional on ability to pay.

The Quebec Model
An alternative model has been implemented in 
Quebec, which offers a precedent for reform in this 
province. Quebec eliminated solvency funding 
requirements in January 2016, and now requires 
that a plan’s solvency only be determined and used 
for limited purposes, such as setting new limits on 
the use of surplus in an ongoing plan, funding rules 
for plan amendments, termination of a plan, filing 
frequency for actuarial valuations, and transfers of 
commuted values out of the plan.

In exchange for the elimination of solvency funding, 
plans must now fund an additional amount 
determined by a stabilization provision (essentially a 
reserve account). The account is funded through 
actuarial gains, current service contributions, and 
separate amortization payments.5

5  While BCGEU supports this general approach in the B.C. context, 
it is important that additional stabilization provisions not be set 
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