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Agenda

• Registered Retirement Savings Plans
• Deferred Profit Sharing Plans
• Defined Contribution Pension Plans
• Pooled Registered Pension Plans
• Case Study
• Questions
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Registered Retirement Savings Plans (RRSP)

• In late 40s, the retirement savings gap
– For lower income employees
– For those working in smaller companies

• In 1952, 5 years or so later, OAS introduced
• In 1957, RRSPs introduced, 10 or so years later

– Target was small business and individuals not in a 
RPP 
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Registered Retirement Savings Plans (RRSP)

Limits were set as follows with no carry forward

Year        Without RPPs                With RPPs

• 1957  10% to max. of $2,500 10% to a max. of $1,500

• 1972  20% to max. of $4,000  20% to a max. of $2,500

• 1976  20% to max. of $5,500 20% to a max. of $2,500

• 1986   20% to max. of $7,500  20% to a max. of $3,500

In early 80s, changes were recommended to level the playing field 
amongst all retirement savings plans, changes implemented in 1991.
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Registered Retirement Savings Plans (RRSP)

• Process looked to best DB plan formula
– 2% Final Average Earnings Indexed Benefit
– 2/3 joint and survivor benefit form
– Payable at 62 unreduced

• Actuarial Calculation (at that time)
– $9 contributed each year for 35 years would buy $1 of this 

pension
– To buy a 2% pension would therefore require a contribution of     

9 times 2% or 18% of income.
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Registered Retirement Savings Plans (RRSP)

• RRSP contribution formula
– 18% of earned income to annual limit.

• Pension Adjustment (PA) leveled the 
playing field
– For DC RPPs, same limit applies 
– For DPSP as all ER contributions 50% limit applies
– For DB plans, one determines the benefit accrued and multiplies 

it by 9 and subtracts $600
• The $600 intended to recognize that most DB RPPs are not indexed
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Registered Retirement Savings Plans (RRSP)

• Group RRSPs exist for Plan Sponsors
– To encourage retirement savings

– Payroll deduction in pre-tax dollars for EEs

– Simpler and less costly that setting up DC plan

– Did not require ER contributions

• As an RRSP does not qualify as a Pension Plan, Employer contributions are 
income to the EE and subject to payroll taxes on both the EE and the ER 

• These include Contributions by both to CPP and EI up to the Maximums, to 
the ER for Workers Compensation premiums and EHT.

• These payroll taxes depending on the earnings levels of the individuals may 
offset some of the reasons for not having a DC plan.

• Some Associations and groups have made recommendations to the federal 
government to change the status of ER contributions.
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Registered Retirement Savings Plans (RRSP)

• Traditionally as individuals reached retirement, annuities 
were purchased

• As amounts in the RRSPs grew and annuities remained 
expensive  and those in a separate DB, many sought 
changes looking to other decumulation options

• RRIFs and LRIFs were introduced to provide alternative 
forms of decumulation options. 
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Deferred Profit Sharing Plans (DPSP)

• Profit Sharing Plans traditionally provided a lump sum 
percentage of earnings at the organizations year end

• DPSPs allowed for money to be paid into a plan treated 
in the same manner as a RPP. So no payroll taxes.

• As all contributions are ER only, a limit of 50% of the 
annual RRSP maximum levels are set and one needs to 
ensure the EE has RSP contribution room
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Deferred Profit Sharing Plans (DPSP)

• Participation in an RPP or contributions to an RRSP by 
the individual could impact the DPSP

• Overtime DPSPs allowed for money to be paid into a 
plan treated in the same manner as a RPP. So no payroll 
taxes.

• As all contributions are ER only, a limit of 50% of the 
annual RRSP maximum levels are set

• DPSP must be registered with the Federal government, 
Provincial registration is not required.
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Deferred Profit Sharing Plans (DPSP)

• So there has been a growth in these plans, the ER sets 
up a Group RRSP for EE contributions and makes the 
match to the DPSP 

• While the ER is now managing two programs, there may 
be less over cost and complexity from a DC plan 
especially if the Sponsor has sites in multiple provinces.

• On termination or retirement, the individual also had 
more flexibility with the assets than in a DC plan where 
all money would be subject to locking in rules
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Defined Contribution Pension Plans 
(DC Plans)

• In the late 1890s, there was a growing need to improve 
retirement savings to provide a basic income level and 
enable small businesses and individuals to save for 
retirement

• In early 1900, Old Age Security benefits were introduced
• In 1908 (about 10 years later), legislation was 

introduced to allow for DC pension plans
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Defined Contribution Pension Plans 
(DC Plans)

• The Canadian Government Annuity program was 
established

• Individuals or companies could contribute with the only 
requirement  such money would purchase a benefit 
between $10 and $100/month.

• Few participated initially due to the cost and it was not 
until 1919 when such contributions were tax deductible.
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Defined Contribution Pension Plans 
(DC Plans)

• The Canadian Government Annuity continued until 1978
• The program continues to operate paying benefits to 

participants who accrued benefits prior to 1978, 40 years 
ago. 

• In today’s world, we see a push on plan sponsors to take 
a more active role in the dealing with Financial Wellness 
of their active and inactive plan members
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Defined Contribution Pension Plans 
(DC Plans)

• The number of DC plans grew, contributions were 
accumulated with investment earnings

• At a member’s retirement, the money saved was used to 
purchase an annuity.

• Some plans offered Retirees the option of having their 
pensions paid in some form from the plan they had 
participated in.

• This option was eliminated in 1978 although a few plans 
were grandparented.

11D-15



Defined Contribution Pension Plans 
(DC Plans)

• In one case a member participated in a plan for roughly 
40 years, he contributed 4% and the employer matched.

• In 1982, the accumulated value of his plan was 
$112,000, the pension purchased within the plan 
amounted to $18,000/yr.

• While earnings were lower, so were investment returns, 
however he retired at an opportune time due to the 
interest rates in the early 80s, today, his pension 
purchased would amount to about $5500/year
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Defined Contribution Pension Plans 
(DC Plans)

• In another case, an individual started work in 1982, although in a DB plan, 
the amount transferable on termination was a minimum of twice 
Contributions plus interest (fund rate not less than 0). EE contributions 
were roughly 4%.

• In 2002, the $25,000 pension earned had a commuted value of $200,000. 
Her contributions with interest amounted to $150,000. So twice this amount 
gave an entitlement of $300,000.

• In this case, the factor of 9 came into play, the maximum which could be 
transferred to a locked in account was 9 times the pension benefit or 
$225,000, the balance of $75,000 was paid as taxable income.

• Today with lower interest rates and greater life expectancy, the CV of the 
pension would be about $300,000 but the factor of 9 would still impact.
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Defined Contribution Pension Plans 
(DC Plans)

• As with all existing CAP plans, the member on leaving the plan has 
the option to move their money to an RRSP, to a Registered 
Retirement Income Fund or to purchase an annuity or some 
combination of such.

• In most cases the individual is on their own, having left a plan 
which likely had lower fees, likely some assistance to help them with 
choices of investment/etc.

• Today again the push is that the plan sponsor has a greater duty to  
take care of its population even as they have left the organization 
with benefit statements and other information to be provided and 
managed
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• In the late 70s, a Royal Commission set up in Ontario 
reviewed the ages old retirement gap

• Their view was that a program should be put in place 
which required all employers to provide a retirement 
savings program requiring both EE and ER contributions

• Such program would allow all such organizations to be in 
essentially collective plans to reduce costs and provide 
better information 

• The determined they would not recommend such as no 
government would ever implement such a program.
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• In the late 80s, a contingent form Australia was reviewing what was happening in 
retirement savings programs around the world

• In coming to Ontario and to the UK, they saw
– DB plan wind ups such as Massey-Ferguson and White Farms in Ontario

– The surplus issue tied to Dominion Stores and funding obligations required by legislation

– They also reviewed the Royal Commission report

• Retirement savings reform introduced in 1991 established a CAP program where all 
EEs would contribute 5% and the ER would contribute 9%, the major players would 
set up Superannuation funds and the plan sponsors could choose to participate in 
one of these large programs or could choose amongst others as they arose.

• Today the Australian program is considered one of the best country programs in 
existence
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• Around 2005, a paper/book was written in Canada, 
following up on the idea of a required employer program 
for all ERs who did not offer a retirement savings plan

• Later in the UK with the decline in the DB schemes, 
legislation was put in place to require a similar program 
to be phased in

• In the U.S., there was the “myRA” concept and then 
various states are/have introduced similar mandatory 
plans, Oregon may be at the front of the curve reporting  
significant growth and success in its program.
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• Unlike these other programs, the PRPP is not mandatory. 
The Quebec version, the VRSP is mandated for all ERs 
with no retirement savings program

• The Federal PRPP rules were implemented in 2012 with 
each province required to implement similar legislation.

• To date, Ontario, BC, Alberta, Nova Scotia, Quebec, 
Manitoba and New Brunswick have introduced such 
legislation
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• PRPP/VRSP advantages
– Set up as a pension plan so ER contributions not subject to 

payroll taxes (impacts both EE and ER)
– No requirement to register with province or Federal government
– Expected to be large plans and costs charged against funds 

would be no higher than DC plan with 500 employees
– Reduced fiduciary and admin. responsibility for the plan sponsor
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• PRPP/VRSP advantages
– EE could remain with same plan as s/he moves from job to job
– Spouse and other family members could join the same PRPP 

may assist in education about investments/etc.
– Currently, individual may elect de cumulation option directly 

from the PRPP, no requirement to move to RLIF/LIF 
– Possibility exists that annuity purchases may also be added, 

some are proposing similar rules for DC plans.
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Pooled Registered Pension Plans 
(PRPP/VRSP)

• PRPP/VRSP questions
– With these advantages, one might question why would 

individuals, EEs and ERs, remain with RRSPs, Group RRSPs, 
DPSP and DC pension plans 

– As in past, the intent was to deal with individuals or small 
employers, so maybe they are not marketed well. Other 
programs took years to grow.

– To start a program an administrator would need a good size to 
make the program worthwhile and then to grow it.

– Possibly a large insurer or financial institution will take its DC 
plan and roll it into a PRPP/VRSP as a start up
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Case Study

• Manufacturer start up in BC in 1990s with 30 salaried 
and 120 hourly employees

• Has grown with 4 other sites, 3 recent acquisitions
– Another in BC with 40 employees
– One in Alberta with 80 employees
– Two in Ontario, one with 110 and the other with 60
– Each site set up their own rewards systems, there are 3 sites with 

unions.
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Case Study

• Retirement Savings plans in existence
– Two sites have DC plans for salaried and hourly employees
– One site has Group RRSP with ER contribution
– One site has Group RRSP with DPSP for ER contributions
– One site has Group RRSP, no ER contributions

• Admin complexity and costs are high
– Rewards philosophy includes a CAP plan with the same contribution 

level, hourly EEs would see increase in ER contributions as would some 
salaried employees
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Case Study

• Other targets being reduced admin and fiduciary 
responsibility
– Recommendation is thus one vendor with a PRPP
– Total Plan Assets at this time roughly $30,000,000 
– About 450 employees
– As legislation still in infancy, finding an administrator is not easy and still 

some may be some issues with transfers
– Alternative may be a single DC plan for all but would be registered in 

BC with annual filing fees, and other duties to deal with
– One option may be to have 2 DC plans, one BC and one Ontario
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Case Study

• Expected Outcomes
– Administrative efficiency and ability to communicate one plan with the 

same investment options saving ER costs ($15,000/year)
– Lower fees ($100,000 to $150,000/year) to EE accounts resulting in 

greater accumulations
– Better ability to negotiate better services from vendors 
– Improved employee relations
– With the PRPP, long term benefit would also b the lack of a need to deal 

with those who have left the organization.  
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Other Future Possibility

• Collective DC Plans
– Some larger plans are inviting other organizations to join them.
– Advantage would be size and if decumulation options extended they 

would work best in large plans.
– As population ages and members removed their large amounts, this 

raises issues that would be mitigated by bring in other groups 
increasing the active population and the size of the assets.

Questions
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