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Practice Education Course – Retirement Benefits Section 

This study note serves to assist candidates in better preparing for the Practice Education Course 
(PEC) by providing information on the structure of the Retirement Benefits section of the PEC, 
and giving some guidance to candidates on how to prepare for the course and examination. 

Course Overview 

The retirement benefits section of the PEC covers the following four main sections: 

 Government Benefits and Provincial Pension Legislation; 

 Application of the Income Tax Act with respect to retirement savings vehicles; 

 CPA Canada and IFRS reporting requirements relating to pension plans and 
postretirement benefit plans; and 

 CIA Standards which impact Pension actuaries. 

Preparation for the Course 

Candidates are expected to review all the reading materials prior to attending the course. 
Although the facilitators will go through some of the materials during the course, it is essential 
that the candidates already be familiar with all the concepts prior to attending the course. 

During the Course 

The 2½-day session before the examination is designed to provide practical perspectives and 
experiences with the application of the pre-read material from actuaries working in these 
practice areas. It is a chance to review the relevant material. However, it is not the time to start 
learning it. It is also a time to ask questions, so candidates should make sure that they 
participate in the discussions. Although attendance is compulsory, candidates who do minimal 
preparation and expect to learn all the material only through attendance at the PEC will likely 
not pass. 

The Examination 

At the end of the PEC, there is a three-hour, open-book examination. Please read the PEC 
Introductory Study Note for more details on the examination. The examination questions may 
cover any or all sections of the syllabus and presentations. The emphasis will be on testing the 
“core” knowledge. 
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Core Knowledge 

Core knowledge is knowledge that is essential in order for a pension actuary to be able to 
provide information and reporting with respect to a pension plan that is in compliance with 
both the law and our professional Standards.  

Core knowledge includes, but is not limited to: 

 Minimum and maximum contribution limits and funding standards for registered 
pension plans imposed by law; 

 Minimum benefit standards imposed by provincial pension legislation; 

 Maximum benefit limits imposed on registered pension plans by the Income Tax Act; 

 Income Tax Act provisions relating to registered retirement savings vehicles, including 
Pension Adjustments, Past Service Pension Adjustments and Pension Adjustment 
Reversals; 

 Reporting requirements and valuation requirements with respect to pension plans 
imposed by provincial legislation, Income Tax Act and CIA standards; 

 CIA standards relating to the valuation of pension plans and individual pension benefits; 
and 

 CPA Canada and IFRS requirements relating to the calculation of pension expense and 
financial reporting at fiscal year-end for pension plans. 

Candidates are expected to not only be able to recall these concepts, but should also be able to 
apply the concepts in real life numerical situations. At least 70% of the points allotted in the 
examination will be in respect of questions that test “core” knowledge. 

The “Open-book” Philosophy 

Questions can be drawn from any of the reading material and the presentations. 

While the examination is an “open-book” format, candidates who need to look up information 
on a significant portion of the examination before answering will likely not have sufficient time 
to complete it. A successful candidate should: 

 Know and understand the core knowledge well enough that the majority of each 
examination question can be answered without referring to the reading material; 

 Use the reading and presentation materials to verify/confirm details, and 

 Be familiar with the contents of the reading materials so that answers for questions on 
details can be looked up quickly. 

The Passing Grade 

A passing candidate needs to demonstrate adequate knowledge of material to practise in real 
life. Since the questions resemble day-to-day queries a pension actuary would be expected to 
answer, candidates are expected to provide reasonably complete and accurate answers to most 
of them in order to pass. 
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Posted Prior Examinations, Sample Examination Questions and Illustrative Solutions 

We have provided the last three PEC exams for each track to aid candidates in preparing for the 
PEC. The purpose of providing these exams is to give candidates an understanding of the types 
of questions that are typically asked in a PEC exam. We would note that due to changes in the 
syllabus over time, some historic questions may be unanswerable based on the current course 
of reading. We would also note that the purpose of the course portion of the PEC is not to take 
up these exams, in fact the course facilitators do not have marking keys/grading outlines for 
these exams. 

To further assist candidates in preparing for the examination, an appendix provides sample 
questions and illustrative solutions. Please note that these sample questions have been 
selected from past examinations and therefore some of the content of the questions and 
illustrative solutions may be derived from previous syllabus materials, which are no longer in 
the current syllabus. Candidates should not rely on the illustrative solutions for complete 
technical accuracy as a result. Rather, these sample questions are provided to demonstrate the 
style of the questions and to illustrate the level of detail expected in the solution provided by 
the candidates during the examination in order to attain the majority of the points allotted to 
the questions. 
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Appendix 

Sample Questions 
 
Sample Question 1 
 
(a) The Mega Salaried Pension Plan is silent on the assumptions that must be used to 

determine the commuted value of a member’s pension on termination.  Discuss the 
differences in how the termination benefit would be determined if he had been 
employed in Ontario, Québec or Alberta, with respect to the assumptions that would be 
used in determining his commuted value. 

 
An employee who terminates employment in 2000 has the following lump sum and 
deferred pension entitlements. 

 
Annual deferred pension at 65: $1,110.00 
Commuted value of the benefit: $1,800.00 
Excess contributions:   $600.00 
 
Assume that the employee’s entitlements are fully vested in all three jurisdictions. Note 
that, while pension plans generally lock-in a member's benefit entitlements upon 
vesting, the Mega Salaried Pension Plan will provide an “unlocked” cash option 
whenever this is permitted by the applicable pension legislation. 
 
Indicate which portions of the employee’s entitlements are locked-in and which are not 
locked-in if he had been employed in Ontario, Québec or Alberta. 
 
Show all work. 
 

Illustrative Answer to Sample Question 1 
 
(a) The assumptions would be the same with the exception of the mortality assumption. In 

Ontario, unisex mortality is required for post-1986 accruals but can be applied for all 
service. In Alberta, unisex mortality is not required but is allowed for all periods of 
service. In Québec, unisex mortality is not allowed. The commuted value must be 
determined using sex distinct mortality rates. 

 
(b) In Ontario, locking-in is based upon two years of membership. Small pensions may be 

commuted if the annual pension at retirement is less than 2% of the YMPE ($752 per 
annum in 2000). Excess contributions are not locked-in. 
Locked-in: CV of $1,800 and deferred pension $1,110 
Not locked-in: excess contributions of $600.00 
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In Alberta, locking-in is based upon the following: 
For service before 1/1/1987, age 45 and 10 years of service; for service before 1/1/2000 
and after 12/31/1986, five years continuous service; and for service after 12/31/1999, 
two years plan membership. Small pensions may be commuted if the annual pension is 
less than 4% of the YMPE ($1,504 per annum in 2000) or the commuted value of 
benefits is less than 20% of the YMPE ($7,520 per annum in 2000). Excess contributions 
are not locked-in. 
Locked-in: nil 
Not locked-in: CV of $1,800 and excess contributions of $600. Note that pre-1/1/2000 

service would not be locked-in based upon basic rule not small pension 
rule. 

 
In Québec, locking-in is based upon two years of membership. Small pensions may be 
commuted if the commuted value at termination is less than 4% of the YMPE ($1,504 
per annum in 2000). Excess contributions are locked-in in Québec. 
Lock-in: CV of $1,800 and deferred pension $1,110 plus excess contributions of 

$600 converted to a pension 
Not locked-in: nil 

 
Sample Question 2 
 
Company ABC sponsors two defined benefit pension plans registered in Ontario. Based on the 
information from the actuarial reports as at January 1, 2000, provided below, determine for 
each plan: 

 
A. The minimum employer contribution required for 2000 
B. The maximum employer contribution that can be made in 2000 

 
Show all work. 
 

 Plan 1 Plan 2 

Solvency liabilities $16,000,000 $33,000,000 

Market value of assets $13,000,000 $40,000,000 

Going-concern liabilities $14,200,000 $35,000,000 

Employer current service cost $750,000 $1,400,000 

Employee contributions $0 $800,000 

Assumed wind up expenses $100,000 $240,000 

 
Market value of assets was used for both the solvency valuation and the going-concern 
valuation. There are no special payments with respect to either prior going-concern 
unfunded liabilities or prior solvency deficiencies, and the prior year credit balance is 
zero. There is no averaging of the discount rates for the solvency liabilities. 
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In both pension plans, the plan document permits the plan sponsor to apply any 
actuarial surplus to offset the employer’s required service cost. 
 

Monthly annuity certain factors 

 
Duration 

At going-concern 
interest rate 

At solvency interest 
rate 

 180 months 120 130 

 60 months 40 50 

 
Illustrative Answer to Sample Question 2 

 
Minimum contributions 
- Set out in the PBA 
- Equal current service cost plus special payments less surplus utilization 
- Plan 1 
- CSC = 750,000 
- Unfunded liability = 1,200,000 
- Unfunded liability payment = 10,000 per month or 120,000 per year 
- Solvency deficiency = $13,000,000 – $16,000,000 + $500,000 - $100,000 =  
- -$2,600,000 
- Solvency deficiency payment = $52,000 per month or $624,000 per year 
- Total minimum contributions = $1,494,000 
- Plan 2 
- Excess on both on-going and solvency basis, therefore no special payments 
- Since surplus can cover CSC, minimum contributions is $0 
 
Maximum contributions 
- Limited by the Income Tax Act 

- Plan 1 
- Since plan is in a deficit on both basis, Maximum contribution = CSC + max (going 

concern deficit, solvency deficit) 
- CSC = 750,000 
- Unfunded liability = 1,200,000 
- Wind up deficiency = $13,000,000 – $16,000,000 - $100,000 = -$3,100,000 
- Maximum contributions = $3,850,000 
- Plan 2 
- May have excess surplus issue 
- Maximum surplus = min(20% of going-concern liability, max(10% of going concern 

liability, 2xCSC (Ee + Er))) 
- Maximum surplus = $4,400,000 
- Surplus = $5,000,000 therefore over the limits 
- Cannot make contributions until $600,000 surplus used up 
- Maximum contributions = Er CSC - $600,000 = $800,000 
 


