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Introduction

The Members of Parliament Retiring Allowances Act (MPRAA or the Act) governs pension
arrangements for members of Parliament, i.e., members of the Senate and of the House of
Commons. Under the Act, the members of Parliament pension plan (the plan) also provides a
survivor allowance for eligible spouses and children.

Administered by Public Works and Government Services Canada and the Senate of Canada, the
plan was established in 1952 and has covered members of the House of Commons since 1952,
and members of the Senate since 1965.

The plan is a “contributory defined benefit” plan, which provides benefits that are calculated
using a defined formula. The formula is based on members’ service and salary.

This report provides a summary of the plan’s main provisions, presents information for the fiscal
year 2012-13 on the transactions recorded in the pension plan accounts, and provides
information about membership, benefits paid and historical data.

In this report, “members” refers to active and retired participants in the plan. Where necessary,
members of the Senate and of the House of Commons are referred to separately.

Year at a Glance: 2012-13

» As at March 31, 2013, there were 411 members (410 members in 2012) contributing under the
plan, and there was 1 vacant seat in the House of Commons.

» Asat March 31, 2013, there were 722 annual allowances (717 annual allowances in 2012)
in pay.
» The average annual allowance in pay under the MPRAA, including indexation, was $67,461

($66,218 in 2012) for former members of the Senate and $59,307 ($58,051 in 2012) for
former members of the House of Commons.

» On March 29, 2012, Budget 2012 announced the government’s intention to adjust the public
service pension plan so that employee contributions equal, over time, those of the employer
(50:50). Comparable changes will be made to contribution rates for the pension plan for
members of Parliament. Other amendments to the pension plan for members of Parliament
will take effect in the coming years.
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Changes to the Members of Parliament Pension Plan

The Pension Reform Act was tabled before Parliament on October 19, 2012, and received Royal
Assent on November 1, 2012. A number of amendments have been made to the MPRAA:

»

Effective January 1, 2013, contribution rates to the members of Parliament pension plan are
increasing over time to bring the current service cost-sharing ratio to 50 per cent by

January 1, 2017. Contribution rates for calendar years 2013 to 2015 have been set in the
MPRAA. Contribution rates commencing January 1, 2016, will be set by the Chief Actuary of
Canada.

The age at which a pension may be paid without a reduction has been raised from age 55 to
age 65 for pensionable service accrued on or after January 1, 2016. A member can elect to
receive an annual allowance at age 55 but the allowance will be reduced by 1 per cent for
each year the member is below age 65. Changes to the prime minister’s allowance are
described in the “Plan Provisions” section of this report.

Effective January 1, 2016, benefits under the plan for pensionable service accrued on or after
January 1, 2016, will be coordinated with the Canada/Quebec Pension Plan (CPP/QPP). The
coordination feature allows for members’ contributions and benefits to be adjusted to take into
account the contributions paid to, and benefits received from, the CPP/QPP. Upon a member
reaching age 60, for service accrued after January 1, 2016, benefits payable under the plan
will be reduced to reflect the contributions paid to the plan for earnings that are also covered
by the CPP/QPP.

The rate of interest to be credited to the Members of Parliament Retiring Allowances (MPRA)
and Members of Parliament Retirement Compensation Arrangements (MPRCA) accounts has
been modified and is described in the “Interest” section of this report.

Effective January 1, 2013, the President of the Treasury Board, on the basis of actuarial
advice, is authorized to debit amounts from the MPRA and MPRCA accounts if the amounts
to the credit of the accounts exceed the costs of all benefits payable from the accounts.
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Demographic Highlights
Figure 1 demonstrates the number of contributors relative to the number of pensioners from
2004 to 2013.
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Membership Eligibility
All members of Parliament must contribute to the plan. Since 1965, membership in the plan has

been compulsory for all senators. As of September 21, 2000, membership in the plan has been
compulsory for all members of the House of Commons.

Plan Provisions

Annual Allowances

Members

Upon ceasing to be a member of Parliament, plan members are entitled to an annual allowance
after they have contributed to the plan for at least six years. For service up to and including
July 12, 1995, former members are entitled to an immediate annual allowance. For service after
that date, former members are not entitled to an annual allowance until they are 55.

The benefit accrual rate for senators is 3 per cent per year of service to a maximum of 75 per cent
of the average sessional indemnity.
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For members of the House of Commons, the accrual rate is 5 per cent per year of service up to
and including July 12, 1995; 4 per cent per year of service after that date until

December 31, 2000; and 3 per cent per year of service effective January 1, 2001, to a maximum
of 75 per cent of the average sessional indemnity. Effective January 1, 2001, the annual
allowance is based on members’ average sessional indemnity for the best five years. Prior to that
date, the annual allowance was based on the average sessional indemnity for the best six years.

The annual allowance of a retired member is suspended if that person becomes a member again,
either of the Senate or the House of Commons. The annual allowance of a retired member of the
Senate or the House of Commons is suspended if that person starts working for the federal
government and remuneration exceeds $5,000 per year.

Prime Minister

During an individual’s tenure as prime minister, the incumbent must contribute for at least four
years if this service is to be eligible for an allowance. The allowance will be paid once the prime
minister is no longer a member of Parliament or is 67 years old, whichever comes later. Effective
retroactively from February 6, 2006, the allowance is equal to 3 per cent of the prime minister’s
salary upon the date of payment multiplied by the years of service as a prime minister, and
cannot exceed two thirds of the prime minister’s salary at the time the payment of the

allowance begins.

Withdrawal Allowance

Some members may get a withdrawal allowance. This is a return of a member’s contributions,
along with interest on those contributions. Members receive withdrawal allowances if they do
not complete six years of contributory service, if they leave the Senate by reason of
disqualification, or if they are expelled from the House of Commons.

Survivor Allowance

Members
Eligible survivors and children of members may receive an allowance.

For eligible survivors, this allowance is equal to three fifths of the basic annual allowance that
the member would have been entitled to receive, or that the retired member was receiving,
immediately before his or her death.
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Children of members who are under the age of 18 or full-time students between 18 and 25 years
of age are also entitled to an allowance. This allowance is equal to one tenth of the member’s
basic annual allowance or two tenths if no allowance is being paid to an eligible survivor as
defined in the legislation.

Prime Minister

An eligible survivor receives an allowance equal to one half of the allowance payable to a former
prime minister for service as prime minister. While the prime minister must contribute at the
applicable contribution rate of the salary paid to him or her as prime minister in addition to the
contributions as a member of the House of Commons, a survivor allowance is paid to a spouse
but not to the children of a former prime minister.

Indexing

Allowances to retired members and survivors are adjusted at the beginning of each calendar year.
This adjustment corresponds to the percentage increase in the average of the Consumer Price
Index (CPI) for the 12-month period ended September 30 over the CPI average for the same
12-month period of the previous year. In January 2013, allowances were increased (i.e., indexed)
by 1.9 per cent (2.8 per cent in January 2012).

Indexing payments do not begin until the former member is 60 years old; however, once
indexing begins, payments reflect the cumulative increase in the CPI since the member left
Parliament.

Survivor allowances are indexed immediately from the date a member left Parliament.

Funding

Accounts

Two accounts are maintained in the Public Accounts of Canada to record transactions under the
plan: the MPRA Account and the MPRCA Account.

The MPRA Account records the transactions related to the benefits payable under the plan when
these benefits accord with income tax rules for registered pension plans. The MPRCA Account
records the transactions related to the benefits payable under the plan when the benefits exceed
the limits imposed by tax rules.
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The MPRCA Account is registered with the Canada Revenue Agency (CRA) and records
transfers made annually between the MPRCA Account and CRA either to remit a 50-per-cent
refundable tax in respect of the net contributions and interest credits or to credit a reimbursement
based on the net benefit payments. For the fiscal year ended March 31, 2013, the

MPRCA Account has paid to the CRA $17.4 million ($16.8 million in 2012).

Statistical Tables 1 to 4 in this report present current and historical data on the MPRA and
MPRCA accounts.

Actuarial Funding Valuation

As required by the Public Pensions Reporting Act, the President of the Treasury Board causes
the Chief Actuary to conduct an actuarial funding valuation of the pension arrangements
established under the MPRAA. The actuarial valuation is performed by the Office of the Chief
Actuary at least every three years and is tabled in Parliament by the President. The actuarial
valuation presents an estimate of the balance sheet on an actuarial basis, notably, the value of
assets and liabilities and any resulting excess or shortfall. In addition, the actuarial valuation also
determines the projected current service cost for each of the next three years following the
valuation date. The most recent valuation, the Actuarial Report: Updating the Actuarial Report
on the Pension Plan for the Members of Parliament as at 31 March, 2010, was tabled before
Parliament on May 31, 2013.

Members’ Contributions

Effective January 1, 2013, a 3-per-cent increase in plan members’ contribution rates will be
phased in gradually over the next three years. The increase means that contribution rates will rise
by 1 per cent of sessional indemnities each calendar year for three years. In 2012, plan members
contributed 7 per cent of their sessional indemnities toward pension contributions. The following
table shows members’ contribution rates for calendar years 2013 to 2015 inclusively. These
contribution rates have been set in the MPRAA as amended by the Pension Reform Act.

Members of the House of Commmons and the Senate: Contribution Rates in
Respect of Sessional Indemnities

Calendar Year 2013 2014 2015

Contribution rates 8% 9% 10%

Member contributions are recorded under the MPRA Account on the portion of his or her
sessional indemnities that does not exceed the earnings limit for the calendar year. The earnings
limit for 2013 is $134,833.50 ($132,333.50 in 2012) and is defined by the Income Tax Act (ITA)
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on the maximum pensionable earnings that can be accrued during a calendar year. A member’s
contributions are recorded under the MPRCA Account on the portion of his or her benefits

that exceed the ITA limits. Once a member has reached the earnings limit for the calendar year,
he or she contributes only a certain percentage to the MPRCA Account as established under
the MPRAA.

Until they reach the maximum pension accrual of 75 per cent, members of the Senate and the
House of Commons contribute on their sessional indemnity based on the rates shown in the
preceding table. Once a plan member accrues a 75-per-cent maximum benefit, the contribution
rate drops to 1 per cent of salary for the remainder of his or her service.

Some members receive additional allowances and salaries as speakers, ministers, leaders of the
opposition, parliamentary secretaries and so forth. They will contribute on these additional
allowances and salaries based on the rates indicated.

In addition to member contributions, the individual who holds the office of prime minister must
also contribute on his or her salary received as prime minister at the rates shown in the preceding
table. If eligible, a member can decide to contribute for prior service in Parliament, in which case
the member must pay interest on past service contributions.

Government Contributions

On a monthly basis, the government is required to contribute an amount to each account, after
taking into account members’ contributions, to fund the costs of all future benefits that members
have earned during that month. The government contribution rate for each account varies from
year to year and can be expressed as a percentage of the pensionable payroll. The government
current service contribution rates for the calendar years 2013 and 2012 are as follows:

Government Contributions Rates (percentage of pensionable payroll)

Senate
MPRA Account 9.18 10.47
MPRCA Account 18.87 21.64

House of Commons
MPRA Account 14.21 14.83
MPRCA Account 29.24 33.01
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Interest

Every quarter, the government credits interest on the balance of each account at a rate set by the
regulations. Effective January 1, 2013, the interest rate to be credited to the MPRA and the
MPRCA accounts is the effective quarterly rate derived from the valuation interest rate used in
the most recently tabled valuation report from the Chief Actuary of Canada. For the fiscal year
ended March 31, 2013, interest was credited at 2.5 per cent per quarter for the three quarters
ended December 31, 2012, and 1.15 per cent for the quarter ended March 31, 2013.

Credits and Debits to the Accounts

When the government identifies an unfunded actuarial liability in either the MPRA Account or
the MPRCA Account following the tabling of an actuarial valuation report in Parliament, the
government must, over a prescribed period, credit to the account such amounts that, after the
prescribed period, would cover the unfunded actuarial liability identified.

The Pension Reform Act amended the MPRAA to permit the government, on the basis of
actuarial advice from the Chief Actuary, to debit amounts from the MPRA and the MPRCA
accounts if the amounts to the credit of the accounts exceed the total costs of all allowances and
other benefits payable under the plan.

Minimum Benefit
When a member or retired member dies and there are no survivors entitled to an allowance, the

member’s estate receives the amount by which the member’s contributions exceed any
allowances already paid.

Roles and Responsibilities

The overall responsibility of the MPRAA lies with the President of the Treasury Board,
supported by the Secretariat as the administrative arm of the Treasury Board; Public Works and
Government Services Canada; and the Senate of Canada.

Treasury Board of Canada Secretariat

The President of the Treasury Board is responsible for the overall management of the plan and
acts as the plan sponsor. In support of the Treasury Board’s role, the Secretariat is responsible for
policy development in respect of the funding, design and governance of the members of
Parliament retirement programs and arrangements.
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Public Works and Government Services Canada and the Senate of
Canada

Public Works and Government Services Canada and the Senate of Canada are responsible for the
day-to-day administration of the plan. This includes developing and maintaining the plan’s
pension systems, books of accounts, records, and internal controls, as well as preparing Account
Transaction Statements for reporting in the Public Accounts.

Office of the Chief Actuary

The Office of the Chief Actuary, an independent unit within the Office of the Superintendent of
Financial Institutions Canada, provides a range of actuarial services and advice to the
Government of Canada, including services and advice for the members of Parliament pension
plan. The Office of the Chief Actuary is responsible for conducting an annual actuarial valuation
of the pension plan for accounting purposes as well as a triennial (i.e., once every three years)
funding valuation, setting contribution rates and coordination factors for the plan, and
recommending credits and debits to the accounts.

ANNUAL REPORT TO PARLIAMENT




Statistical Tables

10 Report on the Administration of the “Members of Parliament Retiring Allowances Act” for the Fiscal Year Ended March 31, 2013




Table 1

Members of Parliament Retiring Allowances Account Year Ended March 31
($ thousands)

2013 2012

Members of Parliament Retiring Allowances 708,049 655,636
Account, Opening Balance (A)

Receipts and Other Credits
Members’ contributions, current 1,942 1,909
Government contributions, current 9,000 9,002

Members’ contributions, arrears
on principal, interest, and

mortality insurance 31 56

Government contributions on

amounts payable (elections) 0 0

Interest 62,795 67,506

Transfer from the Supplementary

Retirement Benefits Account 0 0

Actuarial liability adjustment 0 0
Total Receipts (B) 73,768 78,473

Payments and Other Charges

Annual allowances 25,766 24,682

Withdrawal allowances including interest 15 666

Pension division payments 230 506

Transfers to the Public Service

Superannuation Account 0 206
Total Payments (C) 26,011 26,060
Excess of Receipts Over Payments (B - C) = (D) 47,757 52,413

Members of Parliament Retiring Allowances
Account, Closing Balance (A + D) 755,806 708,049
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Table 2

Members of Parliament Retirement Compensation Arrangements Account Year
Ended March 31 ($ thousands)

Members of Parliament Retirement Compensation 231,416 215,033
Arrangements Account, Opening Balance (A)

Receipts and Other Credits
Members’ contributions, current 2,784 2,720
Government contributions, current 19,212 20,399

Members’ contributions, arrears
on principal, interest, and

mortality insurance 33 38
Interest 20,885 22,707
Actuarial liability adjustment 0 600
Total Receipts (B) 42,914 46,464

Payments and Other Charges

Annual allowances 12,014 11,269
Withdrawal allowances plus interest 71 1,077
Pension division payments 284 465
Transfer to other pension funds 0 478
Refundable tax* 17,368 16,792
Other® 600 0
Total Payments (C) 30,337 30,081
Excess of Receipts over Payments (B - C) = (D) 12,577 16,383

Members of Parliament Retirement Compensation
Arrangements Account, Closing Balance (A + D) 243,993 231,416

Certain comparative figures have been reclassified to conform to the current year's presentation.

1. A refundable tax equal to 50 per cent of contributions and interest credited to the MPRCA Account, less 50 per cent of benefits
paid out of the account, must be remitted each year to the CRA.

2. Includes the reversal of actuarial liability adjustment recorded in prior year.
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Table 5

New and Past Allowances for the Fiscal Year 2012-13

The following 29 new allowances became payable:

»

>

10 to former members of the Senate

4 to the survivors of a former member of the Senate

7 to former members of the House of Commons

1 to a former member of the House of Commons whose allowances were reinstated
6 to survivors of former members of the House of Commons

1 to the survivor of a former member of the House of Commons whose allowances were reinstated

Withdrawal allowances (i.e., return of members’ contributions with interest) were paid in respect of 1

member of the House of Commons and 1 member of the Senate.

The following 19 allowances ceased to be payable to the following deceased members in 2012-13:

»

»

1 member of the Senate

0 former members of the Senate

0 survivors of former members of the Senate
11 former members of the House of Commons

7 survivors of a former member of the House of Commons

Since the Act came into force on November 20, 1952, a total of 1,545 annual allowances (1,520 annual

allowances in 2012) and 956 withdrawal allowances (954 withdrawal allowances in 2012) have been

authorized.
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The distribution of annual allowances in pay (including applicable indexation and MPRCA) at
March 31, 2013, was as follows:

Table 6
Distribution of Annual Allowances in Pay

Amount of Former Dependant

Allowance ($) Members Survivors  Children/Students  Total 2013  Total 2012
90,000 and over 89 1 0 90 84
85,000-89,999 22 1 0 23 19
80,000-84,999 22 0 0 22 23
75,000-79,999 17 1 0 18 14
70,000-74,999 21 1 0 22 23
65,000-69,999 47 0 0 47 39
60,000-64,999 24 1 0 25 35
55,000-59,999 38 6 0 44 30
50,000-54,999 27 5 0 32 39
45,000-49,999 38 8 0 46 39
40,000-44,999 53 23 0 76 63
35,000-39,999 27 19 0 46 67
30,000-34,999 37 19 0 56 58
25,000-29,999 34 21 0 55 48
20,000-24,999 18 20 0 38 46
15,000-19,999 15 14 0 29 34
Up to 14,999 20 25 8 53 56
Totals 549 165 8 722 717
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