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Introduction

The Members of Parliament Retiring Allowances Act (the Act or MPRAA) governs pension
arrangements for members of Parliament—members of the Senate and the House of Commons.
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 2003-04, 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 Senate and the House of Commons 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 Senate remains unchanged at
7 per cent while the contribution rate for members of the House of Commons was reduced from
9 per cent to 7 per cent of their sessional indemnities.

Some members receive additional alowances 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. If eligible, a 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 2003 and
2004 are asfollows:

Government Contributions as a Multiple of Members’ Contributions

2003 2004

House of Commons

RA Account 3.88 3.84

RCA Account 6.99 6.92
Senate

RA Account 2.63 2.71

RCA Account 3.87 3.96
Interest

Every quarter, the government credits interest on the balance of each account at arate set by the
regulations. For the fiscal year ended March 31, 2004, 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.
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Allowances and Other Benefits

Annual allowance

Members

Upon ceasing to be a member 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,
1995, former members are entitled to an immediate annual allowance. 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 sessional indemnity for
the best five years. Prior to that date, the annual allowance was based on the average sessional
indemnity for the best six years.

The annual alowance 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 Senate or the House of Commons is suspended if that person starts working for
the federal government and remuneration exceeds $5,000 per year.

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 a member 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 the regulations. Members get
withdrawal allowancesif they do not complete six years of contributory service, if they are
expelled from the House of Commons, or if they |eave the Senate by reason of disqualification.
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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.

If achild isunder the age of 18 or is a full-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 dligible 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 left Parliament.

Survivor allowances are indexed immediately based on the date a member |eft Parliament.

Minimum benefit

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

Contributors

At March 31, 2004, there were 399 members contributing under the plan, and there were two
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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Statistical Tables
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Table 1
Members of Parliament Retiring Allowances Account (in dollars)

Fiscal Year Fiscal Year From Inception to
2003-04 2002-03 March 31, 2004

Receipts
Members’ contributions, current 1,276,081 1,307,483 40,595,175
Government contributions, current 4,557,315 4,395,891 60,693,436
Members’ contributions, arrears

on principal, interest, and

mortality insurance (175,368) 32,627 5,833,205
Government contributions on

amounts payable (re-elections) - - 3,226,108
Interest 37,822,796 35,221,387 367,155,585
Transfer from the Supplementary

Retirement Benefits Account - - 9,941,788
Actuarial liability adjustment - - 158,000,000
Total Receipts 43,480,824 40,957,388 645,445,297
Disbursements
Annual allowances 16,551,392 16,623,728 238,604,191
Withdrawal allowances including

interest 669 70,579 7,707,580
Pension division payments 861,544 775,935 4,283,482
Transfers to Public Service

Superannuation Account — - 294,216
Total Disbursements 17,413,605 17,470,242 250,889,469
Excess of Receipts over

Disbursements 26,067,219 23,487,146 394,555,828
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Table 2
Members of Parliament Retirement Compensation Arrangements Account (in dollars)

Fiscal Year Fiscal Year From Inception to
2003-04 2002-03 March 31, 2004

Receipts
Members’ contributions, current 2,925,422 2,571,907 20,938,788
Government contributions, current 16,921,883 15,859,000 119,712,907
Interest 9,979,113 7,248,223 49,876,989
Actuarial liability adjustment 9,773,275 9,773,275 19,546,550
Total Receipts 39,599,693 35,452,405 210,075,234
Disbursements
Annual allowances 1,529,508 1,445,396 11,129,697
Withdrawal allowances 54,545 36,235 2,360,675
Pension division payments 468,768 376,149 1,763,009
Refundable tax* 17,926,813 10,982,904 87,949,269
Total Disbursements 19,979,634 12,840,684 103,202,650
Excess of Receipts over

Disbursements 19,620,059 22,611,721 106,872,584

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 Revenue Agency.
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Table 5
New and Past Allowances for the Fiscal Year 2003—-04

1. a) The following 21 new allowances became payable:
3 to former members of the Senate
1 to survivor of former members of the Senate
3 to former members of the House of Commons
4 to former members of the House of Commons whose allowances were reinstated
10 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 members of the Senate who retired.

2. The following 27 allowances ceased to be payable
a) to 23 persons who died:
15 former members of the House of Commons
5 survivors of former members of the House of Commons
3 former members of the Senate

b) to 4 former members of the House of Commons whose allowances were suspended.

Since the Act came into force on November 20, 1952, a total of 1,132 annual allowances and 846 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, 2004, was as
follows:

Amount of Former Dependant
Allowance ($) Members Survivors Children

70,000 and over 27 - - 27
65,000-69,999 10 - - 10
60,000-64,999 11 - - 11
55,000-59,999 45 - - 45
50,000-54,999 27 1 - 28
45,000-49,999 18 1 - 19
40,000-44,999 27 3 - 30
35,000-39,999 42 14 - 56
30,000-34,999 51 18 - 69
25,000-29,999 30 19 - 49
20,000-24,999 34 23 - 57
15,000-19,999 20 18 - 38
10,000-14,999 16 22 - 38
5,000- 9,999 21 23 - 44
Up to 4,999 - 1 3 4
Totals 379 143 3 525

1. In addition to the above allowances, two former members were in receipt of an indexed annual allowance for service as
prime minister.

2. The average annual allowance, including indexation, was $40,220 for former members of the House of Commons and $44,862
for former members of the Senate.
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