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NEW BRUNSWICK v DU NOUVEAU-BRUNSWICK

FINANCIAL AND CONSUMER SERVICES COMMISSION OF NEW BRUNSWICK

GUIDELINES RESPECTING A TRANSFER OF ASSETS INVOLVING A SHARED RISK PLAN

PART 1
PRELIMINARY MATTERS

Purpose and Application

1. These guidelines are issued pursuant to section 100.8(1) of the Pension Benefits Act and
apply to any transfer of assets from a pension plan to a shared risk plan. Their purpose is
to set out the general expectations and requirements of the Superintendent of Pensions
regarding the transfer of assets and the application seeking the Superintendent of
Pensions’ consent for the transfer of assets.

Definitions

2. (1) Inthese guidelines:

“additional assets” means, in the case where the receiving plan is assuming the
responsibility for all benefits and payments of the transferring plan, the assets transferred
to the receiving plan which are in excess of the amount necessary to provide the base
benefits of transferred members under the receiving plan as well as to meet the
requirements of sections 4(a), (b) and (c) of these guidelines;

“application for consent” means an application for the Superintendent’s consent to a
transfer of assets involving a shared risk plan;

“asset transfer ratio” means the value obtained by dividing the total of the market value
of investments held by the transferring plan, any cash balances, any accrued or receivable
income items, less any amounts payable by the transferring plan, by the sum of the

residual liabilities and the transfer liabilities;

“asset transfer value” means the value obtained by multiplying the transfer liabilities by
the lesser of the asset transfer ratio and one;

“General Regulations” means NB Reg 91-195;

“members” means those members, former members, and other persons entitled to a
benefit or payment under a pension plan;

“Pension Benefits Act” means the Pension Benefits Act, SNB 1987, c P-5.1;
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“receiving plan” means the shared risk plan that is accepting some or all of the assets
from another pension plan;

“remaining members” means members as defined under these guidelines, who are not
included in the transfer of assets and remain in the transferring plan following the transfer
of assets;

“residual asset value” means the value obtained by multiplying the residual liabilities by
the lesser of the asset transfer ratio and one;

“residual liabilities” means:

(a) in the context of a defined benefit plan, the greater of the going concern
liabilities and the solvency liabilities related to the remaining members,
determined on an individual basis and calculated without regard to any
changes associated with the transfer of assets;

(b) in the context of a shared risk plan, the funding policy liabilities related to
the remaining members;

“Shared Risk Regulations” means NB Reg 2012-17;
“transfer liabilities” means:

(@) in the context of a defined benefit plan, the greater of the going concern
liabilities and the solvency liabilities related to the transferred members,
determined on an individual basis and calculated without regard to any
changes associated with the transfer of assets;

(b) in the context of a shared risk plan, the funding policy liabilities related to
the transferred members;

“transferred members” means members as defined under these guidelines, who are
affected by the transfer of assets and for whom benefits or payments the receiving plan
has assumed responsibility;

“transferring plan” means the pension plan transferring some or all of its assets to a
shared risk plan.

The definitions contained in the Pension Benefits Act and regulations apply to these
guidelines, unless the terms in question are defined in these guidelines.
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PART 2
CONSENT AND NOTICE

Requirements for an application for consent

3. Before a transfer of assets can occur, the administrator of either pension plan involved in
the transfer of assets must apply for consent. The application for consent must include
the following:

(a)

(b)

(c)

(d)

(e)

(f)

the agreement for the transfer of assets and any amendments to such
agreement;

the effective date of the transfer of assets, if not stated in the agreement for
the transfer of assets;

a copy of any notice provided to members in accordance with section 5(b),
section 6 or section 7(b) of these guidelines, together with a statement
indicating the date the notice was sent;

any amendments to the transferring plan or to the receiving plan relating to
the transfer of assets, including amendments to any document that creates
and supports the pension plan or pension fund and applicable fees;

a restated plan text for the receiving plan and, if the transferring plan
continues in existence, a restated plan text for the transferring plan;

if the transferring plan is a defined benefit plan, an actuarial valuation report
of the transferring plan, prepared in accordance with section 9(4) and section
10 of the General Regulations, demonstrating the status of the transferring
plan, as of the transfer date, before the transfer of assets, including the
following information:

(i) the going concern liabilities, solvency liabilities and asset transfer
value related to the transferring members;

(i)  the amount of and the method of calculating the assets to be
transferred to the receiving plan;

(iii)  if thereis a surplus in the pension fund, determined on the same basis
as if the transferring plan is being wound up, a description of the
proposed treatment, method of payment and the basis for any
allocation of the surplus;

(iv)  as applicable, the amount of additional assets included in the transfer
of assets;
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if there are remaining members under the transferring plan, the actuarial
valuation report under this paragraph will also demonstrate the status of the
transferring plan, as of the transfer date, after the transfer of assets,
including the following information:

(v)  the method used to split the assets and liabilities between the
transferred members and the remaining members;

(vi)  the going concern liabilities, solvency liabilities and the residual asset
value related to the remaining members;

(vii) an estimate of the normal cost, showing separately the employer
contributions and the total of any member contributions, during the
twelve-month period immediately following the review date of the
report;

(viii) details on any special payments related to the remaining portion of
the transferring plan, as required to be made under the terms of the
plan, the Pension Benefits Act or the regulations, showing separately
the present value of, as well as the commencement and ending dates
of the amortization period of these special payments;

(g) if the transferring plan is a shared risk plan, a funding policy valuation of the
transferring plan prepared in accordance with section 14 of the Shared Risk
Regulations, demonstrating the status of the transferring plan, as of the
transfer date, before the transfer of assets, including the following
information:

(i) the funding policy liabilities and asset transfer value related to the
transferring members;

(ii) the amount of and the method of calculating the assets to be
transferred to the receiving plan;

if there are remaining members under the transferring plan, the funding
policy valuation under this paragraph will also demonstrate the status of the
transferring plan, as of the transfer date, after the transfer of assets,
including the following information:

(iii) the method used to split the assets and liabilities between the
transferred members and the remaining members;

(iv)  the funding policy liabilities and the residual asset value related to the
remaining members;
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(h)

(i)

a funding policy valuation of the receiving plan prepared in accordance with
section 14 of the Shared Risk Regulations, demonstrating the status of the
receiving plan, as of the transfer date, before and after the transfer of assets,
including the following information:

(i) as applicable, a demonstration of how the benefits of the transferred
members are converted to base benefits under the receiving plan;

(i)  a description of the base benefits and ancillary benefits of the
transferred members, including, as applicable, any benefit
improvements granted to the transferred members on the date they
become members of the receiving plan;

(iii) the amount of any lump sum payment required to satisfy the
requirement of section 4(a) of these guidelines as of the transfer date;

(iv) the level of temporary contributions required to satisfy the
requirement of section 4(b) of these guidelines after the transfer date
from the participating employers of the transferring plan and the
transferred members;

(v)  how any additional assets will be allocated;

a going concern valuation of the receiving plan and, as applicable, of the
transferring plan if such plan is a shared risk plan, would only be needed if
required for purposes of the Income Tax Act (Canada);

fees for the transfer of assets in accordance with section 29 of the Shared
Risk Regulations. The Superintendent of Pensions should be made aware of
any agreement between the receiving plan and the transferring plan
regarding fee payment if this is not addressed in the agreement for the
transfer of assets.

Requirements for Superintendent of Pensions’ consent

4. Prior to granting approval for the transfer of assets, the Superintendent of Pensions
requires a demonstration of the following:

(a)

the termination value funded ratio (“TVFR”) of the receiving plan must not
be less, as of the transfer date, after the transfer of assets, than what it was
before the transfer of assets. An amortization period of special contributions
to bring the TVFR to the required level following the transfer date is not
permitted;
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(b)  the open group funded ratio (“OGFR”) of the receiving plan must not be less,
as of the transfer date, after the transfer of assets, than what it was before
the transfer of assets. The transferring plan’s participating employers and, as
applicable, the transferred members may remit temporary contributions,
not less frequently than monthly, expressed as a fixed dollar amount over an
amortization period not exceeding 15 years starting as of the transfer date,
such that the present value of those temporary contributions as at the
transfer date, using the discount rate in effect at that time, are not less than
those required to bring the OGFR to the required level.

Temporary contributions to bring the OGFR to the required level may not be
reduced or suspended during the amortization period except in accordance
with paragraph 100.4(1)(f) of the Pension Benefits Act, subsection 9(13) of
the Shared Risk Regulation and the requirements of the Income Tax Act
(Canada). In such instance, the amortization period would pause and resume
when allowed under the Income Tax Act (Canada), however the present
value of temporary contributions both prior to and following the pause must
be equal to the present value of temporary contributions which was required
as at the transfer date, using the discount rate in effect at that time;

(c) the position of the receiving plan relative to the primary risk management
goal, both before and after the transfer of assets, must be at a level of at
least 97.5%;

(d) if the transferring plan is a defined benefit plan and the existence and
amount of surplus is established in the actuarial valuation report of the
transferring plan, on the same basis as if the transferring plan is being wound
up, there is adequate provision for dealing with such surplus;

(e) if additional assets are included in the transfer of assets, such additional
assets must be allocated:

(i) to provide past base benefit improvements for the transferred
members;

(i)  to meet the position of the receiving plan relative to the primary risk
management goal, and/or the position of the receiving plan relative to
the secondary risk management goal, as was or were in place before

the transfer of assets; or

(iii)  in another manner acceptable to the Superintendent of Pensions.
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Requirements for notices to members of the receiving plan

5. If, due to the transfer of assets, any amendment is required to the receiving plan or to
any document that creates and supports the pension plan or pension fund:

(a) the administrator of the receiving plan must provide a written notice to all
members of the receiving plan about such amendment in accordance with
section 24(3) of the Pension Benefits Act and section 14 of the General
Regulations. The notice must include an explanation of the amendment and
an explanation of any impact of such amendment on the receiving plan;

(b) if the administrator determines that the amendment may adversely affect
the pension benefits, rights or obligations of the members of the receiving
plan, the administrator of the receiving plan must provide a written notice
to all members of the receiving plan about such amendment in accordance
with section 24(1) of the Pension Benefits Act. The notice must satisfy the
requirements of that section and include an explanation of the impact of the
amendment on the receiving plan.

Requirements for notices to members of the transferring plan

6. The administrator of the transferring plan must notify the transferred members in writing
about the transfer of assets. The notice must include:

(a)  the name and registration number of the transferring plan;
(b)  the name and registration number of the receiving plan;
(c) the effective date of the transfer of assets;

(d) all information required under section 20(2) of the Shared Risk Regulations
and, where the transferring plan is a defined benefit plan, all information
required under section 20(3) of the Shared Risk Regulations.

If the transferring plan continues to exist and the transfer of assets caused any
amendment to be made to the transferring plan or to any document that creates and
supports the pension plan or pension fund:

(a) the administrator of the transferring plan must provide a written notice to
the remaining members about such amendment in accordance with section
24(3) of the Pension Benefits Act and section 14 of the General Regulations.
The notice must include an explanation of the amendment and an
explanation of any impact of such amendment on the transferring plan;
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(b) if the administrator determines that the amendment may adversely affect
the pension benefits, rights or obligations of the remaining members, the
administrator of the transferring plan must provide a written notice to the
remaining members about such amendment in accordance with section
24(1) of the Pension Benefits Act. The notice must satisfy the requirements
of that section and include an explanation of any impact of the amendment
on the transferring plan.

Notice upon completion of transfer of assets

8. After the transfer of assets is complete, the administrator of the transferring plan or the
administrator of the receiving plan must file a confirmation with the Superintendent of
Pensions that the transfer of assets has been made in accordance with the
Superintendent’s consent and the requirements of the Pension Benefits Act and
regulations.

Registration of the transferring plan

9. If the receiving plan has assumed responsibility for all benefits and payments of the
transferring plan, the administrator of the transferring plan must file a confirmation with
the Superintendent of Pensions that the transferring plan no longer has any assets or
liabilities. Upon receipt of such confirmation, the Superintendent will cancel the
registration of the transferring plan.

PART 3
GENERAL
Effective Date
10. These guidelines come into force on February 28, 2025.
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