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ARTICLE

Practical considerations in pension plan administration during COVID-19
Pl an  adm i n i st ra to rs a re  sub j ect  to  f i duci a ry du t i es and  a  du ty o f  ca re  i n  p l an  adm i n i st ra t i on .  T he  COVID-19  pandem i c does no t  change  th i s bu t  l i ke l y
crea tes p ract i ca l  d i ff i cu l t i es i n  d i scharg i ng  the  du t i es.  T h i s a rt i cl e  h i gh l i gh ts va ri ous d i ff i cu l t i es an  adm i n i st ra to r m ay face  as a  resu l t  o f  the  pandem i c.

Conflict of interest

One o f  the  key f i duci a ry du t i es o f  a  p l an  adm i n i st ra to r i s to  avo i d  con f l i cts o f  i n te rest .  T here  i s a l ways a  ri sk o f  a  con f l i ct  (po ten t i a l  o r actua l ) where  the
em p l oye r i s a l so  the  p l an  adm i n i st ra to r.  Fi nanci a l  d i f f i cu l t i es due  to  the  pandem i c m ake  the  ri sk even  m ore  apparen t  when  the  em p l oye r has becom e
unab l e  to  m ee t i ts ob l i ga t i ons under the  p l an .  An  em p l oye r who  i s a l so  the  adm i n i st ra to r shou l d  be  sensi t i ve  to  si tua t i ons tha t  m ay pu t  i tse l f  i n  a
con f l i ct  o f  i n te rest  and  shou l d  take  appropri a te  act i on  i n  addressi ng  the  con f l i ct .

Knowledge base

An adm i n i st ra to r needs to  be  fam i l i a r wi th  the  l eg i sl a t i ve  requ i rem en ts and  regu l a to ry po l i ci es app l i cab l e  to  pensi on  p l ans.  Pensi on  regu l a to rs across
Canada  have  adop ted ,  and  con t i nue  to  upda te ,  p ract i ces regard i ng  p l an  adm i n i st ra t i on  i n  o rde r to  dea l  wi th  the  pandem i c.  I t  i s an t i ci pa ted  tha t  the re
wi l l  be  changes i n  the  pensi on  bene f i ts l eg i sl a t i on .  T here  a re  a l so  changes i n  o the r l eg i sl a t i on  such  as em p l oym ent standards l eg i sl a t i on ,  wh i ch  m ay
have  an  i m pact  on  p l an  adm i n i st ra t i on .  I t  i s cha l l eng i ng  fo r adm i n i st ra to rs to  keep  up  wi th  the  changes to  ensure  they com p l y.  T he  cha l l enge  i s even
m ore  com p l ex fo r m u l t i -j u ri sd i ct i ona l  pensi on  p l ans.  BLG’s Pensi ons and  Bene f i ts Group i s m on i to ri ng  the  l eg i sl a t i ve  and  regu l a to ry changes across
Canada  on  an  ongo i ng  basi s to  assi st  ou r cl i en ts.

Funding and contributions

One o f  the  key responsi b i l i t i es o f  an  adm i n i st ra to r i s to  ensure  tha t  a l l  con tri bu t i ons a re  pa i d  i n to  the  p l an  fund  when  due .  T he  pandem i c m ay resu l t  i n
em p l oye rs de fau l t i ng  i n  m aki ng  requ i red  con tri bu t i ons.  Wi thou t  regu l a to ry changes,  em p l oye rs a re  no t  re l i eved  f rom  the i r ob l i ga t i ons to  fund  bene f i ts
under de f i ned  bene f i t  p l ans.  Con tri bu t i ons (em p l oye r and  em p l oyee) under de f i ned  con tri bu t i on  p l ans canno t  be  “suspended” wi thou t  p l an
am endm ents.  An  adm i n i st ra to r i s requ i red  by pensi on  bene f i ts l eg i sl a t i on  to  no t i fy the  pensi on  regu l a to r when  con tri bu t i ons a re  no t  pa i d  when  due .  In
add i t i on ,  adm i n i st ra to rs need  to  consi de r wha t  act i ons they shou l d  take  i n  respect  o f  the  non-paym ent i n  o rde r to  d i scharge  the i r f i duci a ry du t i es.  Where
the  em p l oye r i s a l so  the  adm i n i st ra to r,  the  adm i n i st ra to r shou l d  be  sensi t i ve  to  the  ri sk o f  a  con f l i ct  o f  i n te rest  i n  de te rm i n i ng  wha t  shou l d  be  done
regard i ng  non-paym ent o f  con tri bu t i ons.

Pension fund investment

Econom i c downtu rn  and  poor i nvestm en t pe rfo rm ance  caused  by the  pandem i c m ay render som e aspects o f  a  pensi on  p l an ’s i nvestm en t po l i cy o r
i nvestm en t op t i ons o ffe red  under a  de f i ned  con tri bu t i on  p l an  i nappropri a te .  I t  i s t i m e  fo r the  adm i n i st ra to r to  revi ew the  i nvestm en t po l i cy and  the
i nvestm en t op t i ons to  de te rm i ne  whe the r the re  shou l d  be  any changes (short -te rm  and  l ong-te rm ).  Changes i n  the  p l an  sponsor’s fund i ng  po l i cy m ay
a l so  have  an  i m pact  on  the  i nvestm en t po l i cy.  A t  a  m i n i m um , an  adm i n i st ra to r shou l d  tu rn  i ts m i nd  to  pensi on  fund  i nvestm en t,  a l though  i t  m ay no t
necessari l y resu l t  i n  any changes.  Enhanced  com m un i ca t i ons to  m em bers o f  cap i ta l  accum u l a t i on  p l ans m ay be  advi sab l e .

Member communication and disclosure

T here  a re  undoub ted l y p ract i ca l  cha l l enges i n  m em ber d i scl osu re  and  com m un i ca t i ons when  p l an  m em bers and  de l ega tes i n  adm i n i st ra t i on  (l i ke
hum an resources and  th i rd -pa rty se rvi ce  p rovi de rs) work f rom  hom e. T he  p ri vacy o f  pe rsona l  i n fo rm at i on  con ta i ned  i n  com m un i ca t i ons by e l ectron i c
m eans wh i l e  worki ng  rem ote l y m ay be  m ore  vu l ne rab l e  to  vi o l a t i on .  Da i l y adm i n i st ra t i on  tasks such  as co l l ect i ng  i n fo rm at i on  fo r,  and  d i st ri bu t i ng ,
p rescri bed  m em ber sta tem en ts,  hand l i ng  m em ber enqu i ri es and  com p l a i n ts and  t i m e l y responses to  m em ber requests fo r i n fo rm at i on  and  i nspect i on  o f
p l an  docum ents a re  m ore  d i ff i cu l t  to  pe rfo rm .

T ransparency and  accuracy i n  com m un i ca t i on  a re  key to  m i n i m i zi ng  exposure  to  cl a i m s o f  m i srep resen ta t i on  and  b reach  o f  f i duci a ry du t i es and  the
du ty o f  ca re .  An  e ffect i ve  com m un i ca t i on  st ra tegy i s cruci a l .  M ore  m em ber enqu i ri es abou t  bene f i t  secu ri ty a re  l i ke l y du ri ng  t i m es o f  i nstab i l i ty.  I t  m ay
be  advi sab l e  fo r an  adm i n i st ra to r to  engage  and  com m un i ca te  wi th  p l an  m em bers (pa rt i cu l a rl y pensi oners) on  the  f i nanci a l  si tua t i on  o f  the  p l an  to
address the i r concerns wi th  the  securi ty o f  the i r pensi on  bene f i ts.  

Som e pensi on  regu l a to rs have  extended  the  t i m e-f ram es fo r the  d i st ri bu t i on  o f  annua l  and  b i enn i a l  sta tem en ts wh i l e  som e regu l a to rs m ay g ran t  an
extensi on  on l y on  request .  Where  a  p l an  adm i n i st ra to r i n tends to  re l y on  an  extensi on ,  i t  shou l d  revi ew the  p l an  text  to  de te rm i ne  whe the r any p l an
am endm ent i s necessary to  ensure  tha t  i t  con t i nues to  adm i n i ste r the  p l an  acco rd i ng  to  i ts te rm s (fo r exam p l e ,  som e p l an  texts se t  ou t  a  speci f i c t i m e-
f ram e fo r d i st ri bu t i on  o f  m em ber sta tem en ts).  I t  i s a l so  desi rab l e  fo r the  adm i n i st ra to r to  com m un i ca te  the  de l ay to  p l an  m em bers to  m anage  the i r
expecta t i on .

Portabili ty



Pensi on  bene f i ts l eg i sl a t i on  p rescri bes a  so l vency o r t ransfe r ra t i o  th resho l d  fo r t ransfe rs o f  pensi on  bene f i ts ou t  o f  the  p l an  fund  o r pu rchases o f
annu i t i es under a  de f i ned  bene f i t  pensi on  p l an .  When  a  p l an  fa l l s be l ow the  th resho l d ,  fu l l  t ransfe r canno t  be  m ade  wi thou t  regu l a to ry approva l .  T he
so l vency o r t ransfe r ra t i o  wi l l  l i ke l y have  fa l l en  si gn i f i can t l y f rom  the  l ast  actua ri a l  va l ua t i on  report .  Som e pensi on  regu l a to rs have  decl a red  a
tem pora ry fu l l  f reeze  on  po rtab i l i ty wi thou t  regu l a to ry approva l .  T he  tem pora ry f reeze  does no t  a ffect  a  m em ber’s en t i t l em en t to  po rtab i l i ty op t i ons,  bu t
p roh i b i ts the  t ransfe r wi thou t  the  requ i red  approva l .  T he  pensi on  bene f i ts l eg i sl a t i on  does no t  requ i re  the  adm i n i st ra to r to  app l y fo r regu l a to ry approva l
on  beha l f  o f  the  m em bers.  T he  deci si on  o f  whe the r o r no t  to  app l y fo r approva l  (and  when  to  do  so ) fa l l s on  the  adm i n i st ra to r as pa rt  o f  i ts du t i es i n
p l an  adm i n i st ra t i on .   Cl ea r and  e ffect i ve  com m un i ca t i on  to  m em bers i s aga i n  cruci a l  i n  these  ci rcum stances.

Administration practices and delegation

Worki ng  rem ote l y p rovi des a  d i ffe ren t  se t-up  fo r p l an  adm i n i st ra t i on ,  pa rt i cu l a rl y de l ega t i on ,  report i ng  and  supervi si on  (fo r exam p l e ,  i n -pe rson  m ee t i ngs
are  un l i ke l y).  Devi a t i on  o f  actua l  adm i n i st ra t i on  f rom  com m i t tee  m anda tes,  adm i n i st ra t i on  po l i ci es o r th i rd -pa rty se rvi ce  ag reem ents i n  p l an
adm i n i st ra t i on  i s ha rm fu l  to  p l an  adm i n i st ra to rs when  the re  a re  cl a i m s aga i nst  them . We recom m end tha t  com m i t tee  m anda tes,  adm i n i st ra t i on  po l i ci es
and  se rvi ce  ag reem ents be  revi ewed  to  de te rm i ne  whe the r revi si ons a re  requ i red  to  re f l ect  changes i n  adm i n i st ra t i on  p ract i ces.  I t  i s a l so  advi sab l e  fo r
adm i n i st ra to rs to  be  sensi t i ve  to  p ract i ca l  ri sks i n  e l ectron i c com m un i ca t i ons and  m ee t i ngs i n  d i ffe ren t  fo rm ats.
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