MEMO
To:

Northern Employee Benefits Services Employer Members

From:

Northern Employee Benefits Services

Date:

June 25, 2020

Subject:

COVID 19 Pension Plan Response Measures

The Northern Employee Benefits Services Pension Committee has asked the Governments of the Northwest
Territories and Nunavut to enact temporary regulations to help protect the funded status of the NEBS Pension
Plan. Both Territorial Governments have agreed and revised existing regulations to the effect.
The public health emergencies surrounding the COVID-19 pandemic have created uncertainty throughout the
public financial markets in which the NEBS Pension Plan’s assets are invested. This period of economic
uncertainty has prompted Defined Benefits Plans and Plan regulators across Canada to issue a blanket
moratorium on pension plans from paying out commuted value transfer payments to recently terminated plan
members until the period of uncertainty eases. The concern is that the payment of these transfers has a
negative effect on the funded status of pension plans and should not be undertaken at this time so as to better
enable pension plans to preserve cash for the payment of monthly pensions. Similar temporary restrictions on
commuted value transfers have been ordered in several provinces.
The NEBS Pension Plan is subject to the funding rules contained in the Northern Employee Benefits Services
Pension Plan Act, which is legislation enacted by the Legislative Assemblies of the Northwest Territories and
Nunavut. The measures requested by the Pension Committee, and approved by both governments, allow the
NEBS Pension Plan to suspend or restrict commuted value transfers on a temporary basis during the current
period of economic uncertainty. The protection of the NEBS Pension Plan for the benefit of all of its members
and beneficiaries is paramount. The restriction will come into place on July 15, 2020 for a twenty-four-month
term and will affect the following members:
•
•
•

Any member terminating employment on or after July 15, 2020
Any member terminating employment prior to July 15, 2020 for which a “Notice of Discontinuance” has
not yet been received at the NEBS Office
Any member terminating employment prior to July 15, 2020 for which a NEBS Pension Plan Options
package has not been issued

The attached Questions and Answers were developed to help our members better understand the issue and
the regulation change.
If you have any questions, please do not hesitate to contact me at (867) 873-4965.
Sincerely,
Shawn Maley
Chief Executive Officer
5122 53rd Street, Yellowknife, NT X1A 1V6
T: (867) 873-4965 F: (867) 873-5801 W: www.nebsnorth.com E: info@nebsnorth.com

Northern Employee Benefits Services Pension Plan (the NEBS Pension Plan)
COVID-19 Response Measures – Temporary Portability Suspensions
Questions and Answers
1. What is portability?
When a member of a defined benefit pension plan ceases employment with an employer that participates in
the plan prior to retirement age, he or she is entitled to leave the entitlement to a future pension in the plan
and to subsequently receive a monthly pension payment for their lifetime when he or she eventually reaches
retirement age. Alternatively, the departing member can exercise “portability”. Exercising portability means
transferring the value of the future pension (also referred to as the “commuted value”) to another regulated
savings or income product prescribed in law that provides future retirement income in another form. The
transfer vehicle may be a locked-in registered retirement savings plan, a life income plan or an annuity. The
dollar amount of the transfer is determined by an actuary by applying certain actuarial methods and
assumptions to find the equivalent value of the deferred pension to which the member is entitled in the first
instance.
2. What is a portability suspension or restriction?
A portability suspension, or freeze, occurs when portability rights are temporary suspended. Pension regulatory
statutes often permit or require portability to be unavailable if payments of commuted values from the plan
would impair the solvency of the plan. Since the payment of a lump sum can result in a transfer of substantial
sums of money out of a plan, all at once, plans need to be careful that they have the cash resources available to
pay current pension obligations, without requiring them to liquidate investments at inopportune times or
upsetting their pension fund’s prudent asset mix. While monthly lifetime pension payments to retirees are
scheduled and consistent costs to plans, commuted value transfers are far less predictable. If enough commuted
value transfers are required to be paid in a short period of time, with limited advance planning, it can impair the
funded status and liquidity of the plan, which disadvantages the remaining plan members.
3. Why is a portability suspension being proposed now?
The World is currently experiencing an unprecedented economic shock due to the COVID-19 pandemic.
Governments are very concerned about the stability of all financial institutions and pension plans in the short
term and are taking steps to help these institutions maintain liquidity. Like other financial institutions, it is
critically important for pension plans to be governed under margins of conservatism that allow them to weather
unexpected negative circumstances. The current economic shocks are particularly extreme, and regulators do
not want to take any risks with the public’s confidence in these important institutions. It is very important that
NEBS Pension Plan members maintain confidence in the long- term sustainability of the plan.
Governments and regulators cannot reverse the investment declines currently being suffered by pension funds,
they can help plans reduce their payment of commuted value transfers on a temporary basis, so as to help
preserve liquidity. The regulations being made under the NEBS Pension Plan Act are following similar measures
being made in other plans in other jurisdictions
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4. Does the request for portability suspensions mean the NEBS Pension Plan is in trouble?
No. Like all defined benefit pension plans, the NEBS Pension Plan is governed with an eye to conservatism. The
NEBS Pension Plan entered the current pandemic with a surplus of assets over liabilities, as is prudent. Due to
the large price declines and high degree in the investment markets, as well as potential swings in liability
measures, it is currently difficult to get a clear measurement of the current funded and liquidity position of the
NEBS Pension Plan, nor their future direction. Permitting commuted value transfers to be made at this time
would impose additional uncertainty and thus is not prudent. The best course of action in situations like this is
to take defensive measures, like OSFI and other provincial pension regulators, to invoke investment risk
mitigation and the minimization of unnecessary expenditures. Suspending portability is one important item in
the toolbox for pension plans, and therefore it is being proposed/employed now in the NEBS Pension Plan and
in many other plans across Canada.
5. Why do departing members have to pay the price for this conservatism?
Departing members should not feel themselves to be paying a price. Departing members’ rights to a lifetime
pension have not been taken away or eroded, nor is their right to a commuted value transfer being taken away.
It is true that the payment of the commuted value is being delayed, but interest will accrue on it in the meantime.
Departing members are invited to elect to leave their money in the NEBS Pension Plan and to receive a deferred
pension from the plan when they reach retirement age.
6. What if I had already terminated employment prior to the suspension being announced?
The portability suspension will not affect anyone who had already terminated employment prior to the
implementation date of the suspension provided that NEBS was properly notified of the termination prior to
July 15, 2020 and they have not exhausted their election period for electing portability.
7. What if I terminated prior to the portability suspension and elected a deferred pension but now want a
commuted value transfer?
Once you have made a final election for a deferred pension this is a final decision. You cannot then choose a
commuted value transfer at a later date. Please see page four (4) of your NEBS Pension Plan Options package
for more information.
8. What if I terminated prior to the portability suspension but did not make any election and my election deadline
has passed?
Departing members who do not elect a commuted value transfer prior to their election deadline are deemed to
have made a final election to receive a deferred pension. Please see page four (4) of your NEBS Pension Plan
Options package.
9. Does the portability suspension affect transfers of pension value to the public service superannuation plan or
Ontario Municipal Employees Retirement System (OMERS)?
No, transfers to and from the public service superannuation plan and OMERS are not affected.
10. Does the portability suspension affect the payment of death benefits from the pension plan?
Death benefit payments are not affected by the portability suspension.
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11. I recently terminated employment prior to vesting – does the portability suspension mean I will not receive my
contributions back?
Contribution refunds following non-vested terminations are not affected by the portability suspension.
12. Will pension division on marriage breakdown be affected by the portability suspension?
No. Pension divisions will continue to be processed as before. If a settlement requires the transfer of a former
spouse’s share of a member’s pension out of the NEBS Pension Plan, this transfer may proceed, and will not be
affected by the portability suspension.
13. What happens if I am affected by the portability suspension but will be too old to elect portability when the
portability suspension is lifted?
Your eligibility for portability is determined at your date of termination of employment. If you were eligible for
portability when you terminated employment and you made the election for a commuted value transfer, you
will be able receive it when the portability suspension is lifted regardless of your age then.
14. What if I elect portability and am now affected by the suspension? Can I change my election and elect a deferred
pension from the NEBS Pension Plan instead?
YES. At any time during the suspension, if you have elected a Commuted Value transfer you may request a new
NEBS Pension Plan Options package and may elect a different option than the one previously elected. NEBS shall
implement the new election in substitution for the previously elected Commuted Value transfer upon receipt of
a properly completed options form. Once you have made a final election for a deferred pension this is a final
decision. You cannot then choose a commuted value transfer at a later date.
15. Is there a chance the portability restrictions will be lifted sooner than 24 months?
The suspension that is being put in place will be for a period of up to 24 months. The Pension Committee intends
to suspend portability of all commuted value transfers for members terminating employment on or after July
15, 2020 and for any terminations received at the NEBS office on or after July 15, 2020 but will have the
discretion to revert to less restrictive measures to control transfers or to discontinue restrictions altogether prior
to the end of the 24 month period.
Decisions such as these will be made in the best interests of the long-term sustainability of the NEBS Pension
Plan and its members as circumstances develop
16. Is there a chance the 24 month period will be extended?
The plan text permits portability suspensions for up to 24 months. If circumstances in 24 months time should
make an extension appropriate, the Pension Committee could seek an extension. However, it is too soon to
speculate about this.
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