I* Treasury Board of Canada  Secrétariat du Conseil du Trésor

Secretariat du Canada

ANNUAL REPORT TO PARLIAMENT

Report on the Administration
of the Members of Parliament
Retiring Allowances Act

for the Fiscal Year Ended March 31, 2003

4

bl

Canada



Report on the Administration
of the Members of Parliament
Retiring Allowances Act

for the Fiscal Year Ended March 31, 2003



Also available in alternate formats on request

© Her Majesty the Queen in Right of Canada,
represented by the President of the Treasury Board, 2004

Catalogue No. BT1-11/2003
ISBN 0-662-67909-1

This document is available on the Treasury Board of
Canada Secretariat's Web site at the following address:
www.tbs-sct.gc.ca


http://www.tbs-sct.gc.ca/

Her Excellency the Right Honourable Adrienne Clarkson, C.C., CM.M., C.D.
Governor General of Canada

Excellency:

| have the honour to submit to Y our Excellency the Report on the Administration of
the Members of Parliament Retiring Allowances Act for the Fiscal Year Ended
March 31, 2003.

Respectfully submitted,

The paper version was signed by Reg Alcock
President of the Treasury Board

ANNUAL REPORT TO PARLIAMENT







Introduction

The Members of Parliament Retiring Allowances Act (the Act or MPRAA) governs pension
arrangements for members of Parliament—members of the House of Commons and senators.
Under the Act, the pension plan also provides a survivor allowance for eligible spouses and
children. This report begins with a summary of the plan’s main provisions and then presents
information, for the fiscal year 2002—-03, on the transactions recorded in the pension plan
accounts, on membership, and benefits paid. Historical data are also included.

In this report, “members’ refersto active and retired participantsin the plan. Where necessary,
members of the House of Commons and senators are referred to separately.

Funding

Accounts

Two accounts are operated under the plan: the Retiring Allowances (RA) Account and the
Retirement Compensation Arrangements (RCA) Account.

The RA 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 RCA Account
records the transactions related to the benefits payable under the plan when the benefits exceed
the limits imposed by those tax rules.

Members’ contributions

Effective January 1, 2001, the contribution rate for members of the House of Commons was
reduced from 9 per cent to 7 per cent of their sessional indemnities, while the contribution rate
for senators remains unchanged at 7 per cent.

Some members receive additional allowances and salaries as speakers, ministers, leaders of the
opposition, parliamentary secretaries, and so forth. These members must contribute to the plan,
based on these additional allowances and salaries, unless they elect not to make such
contributions or to contribute at alower rate.

The prime minister must contribute 7 per cent of the salary paid to him or her as prime minister
in addition to the contributions required from that individual for hisor her role as a member of
the House of Commons. Any member can decide to contribute for prior service in Parliament, in
which case the member must pay interest on past service contributions.
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Government contributions

On amonthly basis, the government is required to contribute an amount to each account that,
after taking into account members' contributions, will 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 multiple of members’ contributions. The
ratios of government contributions to members' contributions for the calendar years 2002 and
2003 are asfollows:

Multiple of Members’ Contributions

2002 2003

House of Commons

RA Account 3.74 3.88

RCA Account 6.95 6.99
Senate

RA Account 2.44 2.63

RCA Account 3.59 3.87
Interest

Every quarter, the government credits interest on the balance of each account at arate set by
regulations. For the fiscal year ended March 31, 2003, the interest rate was 2.5 per cent
per quarter.

Future unfunded liabilities

When the government identifies an unfunded liability after it tables a valuation report
in Parliament, the government must cover that liability.

Tables1to 4 inthisreport present current and historical data on the RA and RCA accounts.

Allowances and Other Benefits

Annual allowance

Members

Upon ceasing to be amember of Parliament, 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,
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1995, former members are entitled to an immediate annual alowance. For service after that date,
former members are not entitled to an annual allowance until they are 55.

The benefit accrual rate for members of the House of Commonsis5 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. For senators, the accrual rateis 3 per cent per
year of service to amaximum of 75 per cent of the average sessional indemnity. Effective
January 1, 2001, the annual allowance is based on the member’s average pay for the best five
years of pay. Prior to that date, the annual allowance was based on the average pay for the best
Six years of pay.

The annual allowance of aretired member is suspended if that person becomes a member again,
either as a member of the House of Commons or as a senator. The annual allowance of aretired
member of the House of Commons or a Senator is suspended if that person starts working for the
federal government and remuneration exceeds $5,000.

Prime minister

During an individual’ s tenure as prime minister, the incumbent must contribute for at |east

four yearsif this service isto be eligible for an allowance. The alowance will be paid once the
prime minister is no longer amember of Parliament or is 65 years old, whichever comes later.
The allowance is equal to two thirds of the annual salary payable to a prime minister at the time
the payment of the allowance begins.

Withdrawal allowance

Some members may get awithdrawal allowance. Thisisareturn of amember’s contributions
along with interest on those contributions at arate set by regulations. Members get withdrawal
allowances if they do not complete six years of contributory service, if they are expelled from the
House of Commons, or if they leave the Senate by reason of disqualification.

Survivor allowance

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

For survivors, this allowance is equal to three fifths of the basic annual alowance 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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If achild isunder the age of 18 or is afull-time student between 18 and 25 years of age, that
child is entitled to a survivor allowance. This allowance is equal to one tenth of the member’s
basic annual alowance or two tenths if no survivor allowance is being paid.

Prime minister

An €eligible survivor receives an allowance equal to one half of the allowance payable to aformer
prime minister for service as 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 months ended on the preceding September 30, over the CPI average for
the 12 months ended a year earlier.

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

Survivor alowances are indexed immediately based on the date a member left Parliament.

Minimum benefit

When amember or retired member dies and there are no survivors entitled to an allowance, then
the member’ s estate receives the amount by which the member’ s contributions exceed any
allowances aready paid.

Contributors

At March 31, 2003, there were 399 members contributing under the plan, and there were no
vacant seats in the House of Commons. Tables 5 and 6 in this report present information on the
number and distribution of allowances.
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Table 1

Members of Parliament Retiring Allowances Account (in dollars)

Fiscal Year Fiscal Year From Inception to
2002-03 2001-02 March 31, 2003

Receipts
Members’ contributions, current 1,307,483 1,297,778 39,319,094
Government contributions, current 4,395,891 3,847,838 56,136,121
Members’ contributions, arrears

on principal, interest, and

mortality insurance 32,627 69,024 6,008,573
Government contributions on

amounts payable (re-elections) - - 3,226,108
Interest 35,221,387 33,226,180 329,332,789
Transfer from the Supplementary

Retirement Benefits Account - - 9,941,788
Actuarial liability adjustment - - 158,000,000
Total Receipts 40,957,388 38,440,820 601,964,473
Disbursements
Annual allowances 16,623,728 15,993,470 222,052,799
Withdrawal allowances including
interest 70,579 5,519 7,706,911
Pension division payments 775,935 149,795 3,421,938
Transfers to Public Service

Superannuation Account — - 294,216
Total Disbursements 17,470,242 16,147,784 233,475,864
Excess of Receipts over

Disbursements 23,487,146 22,293,036 368,488,609
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Table 2
Retirement Compensation Arrangements Account (in dollars)

Fiscal Year Fiscal Year From Inception to
2002-03 2001-02 March 31, 2003

Receipts
Members’ contributions, current 2,571,907 2,448,630 18,013,366
Government contributions, current 15,859,000 15,269,084 102,791,024
Interest 7,248,223 6,396,263 39,897,876
Actuarial liability adjustment 9,773,275 - 9,773,275
Total Receipts 35,452,405 24,113,977 170,475,541
Disbursements
Annual allowances 1,445,396 1,368,096 9,600,189
Withdrawal allowances 36,235 46,142 2,306,130
Pension division payments 376,149 402,487 1,294,241
Refundable tax* 10,982,904 10,049,942 70,022,456
Total Disbursements 12,840,684 11,866,667 83,223,016
Excess of Receipts over

Disbursements 22,611,721 12,247,310 87,252,525

1. Arefundable tax equal to 50 per cent of contributions and interest credited to the RCA Account, less 50 per cent of benefits
paid out of the account, must be remitted each year to the Canada Customs and Revenue Agency.
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Table 5

New and Past Allowances for the Fiscal Year 2002—-03

1. a) The following 13 new allowances became payable:

1
3
2
2
5

to a former senator

to survivors of former senators

to former members of the House of Commons

to former members of the House of Commons whose allowances were reinstated

to survivors of former members of the House of Commons

b) Withdrawal allowances (i.e., return of members’ contributions with interest) were paid in respect
of two senators who retired.

2. The following 21 allowances ceased to be payable

a) to 19 persons who died:

11

3
1
3
1

former members of the House of Commons

survivors of former members of the House of Commons
senator

former senators

survivor of a former senat

b) to 2 former members of the House of Commons whose allowances were suspended

Since the Act came into force on November 20, 1952, a total of 1,113 annual allowances and 835
withdrawal allowances have been authorized.
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Table 6
Distribution of Annual Allowances in Pay

The distribution of annual allowances in pay (including applicable indexation) at March 31, 2003, was as

follows:
Amount of Former Dependant
Allowance Members Survivors Children
Over $70,000 25 - - 25
65,000-69,999 9 - - 9
60,000-64,999 7 - -
55,000-59,999 26 - - 26
50,000-54,999 49 - - 49
45,000-49,999 17 2 - 19
40,000-44,999 28 2 - 30
35,000-39,999 43 11 - 54
30,000-34,999 51 18 - 69
25,000-29,999 40 14 - 54
20,000-24,999 35 24 - 59
15,000-19,999 21 20 - 41
10,000-14,999 18 20 - 38
5,000- 9,999 22 28 - 50
Up to 4,999 - 1 3 4
Totals 391 140 3 534

1. The average annual allowance, including indexation, was $37,940 for former members of the House of Commons and $42,953
for former senators.
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