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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 of 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 2005-06, on the transactions recorded in the pension
plan accounts, on membership, and on benefits paid. Historical data are also included.

In this report, “members” refers to active and retired participants in the plan. Where necessary,
members of the Senate and of the House of Commons are referred to separately.

Funding

Accounts

Two accounts are maintained in the Accounts of Canada to record transactions 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.

Tables 1 to 4 in this report present current and historical data on the RA and RCA accounts.

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 allowances and salaries for their service as the prime minister,
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 a lower 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 his or 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 a monthly 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 2006 and
2005 are as follows:

Government Contributions as a Multiple of Members’ Contributions

2006 2005

Senate
RA Account 3.10 3.12
RCA Account 4.25 4.09
House of Commons
RA Account 3.45 3.51
RCA Account 6.67 6.64
Interest

Every quarter, the government credits interest on the balance of each account at a rate set by the
regulations. For the fiscal year ended March 31, 2006, the interest rate was 2.5 per cent
per quarter.

Future unfunded liabilities

When the government identifies an unfunded liability after it tables an actuarial valuation report
in Parliament, the government must cover that liability.
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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 senators is 3 per cent per year of service to a maximum of 75 per cent
of the average sessional indemnity. For members of the House of Commons, the accrual rate is

5 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. Effective January 1,
2001, the annual allowance is based on members’ 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 allowance of a retired member is suspended if that person becomes a member again,
either as a member of the Senate or the House of Commons. The annual allowance of a retired
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 least

four years if this service is to be eligible for an allowance. The allowance 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 a withdrawal allowance. This is a return of a member’s contributions
along with interest on those contributions at a rate set by the regulations. Members receive
withdrawal allowances if they do not complete six years of contributory service, if they leave the
Senate by reason of disqualification, or if they are expelled from the House of Common:s.
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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 allowance that the
member would have been entitled to receive, or that the retired member was receiving,
immediately before his or her death.

If a child is under 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 allowance 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 a former
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 left Parliament.

Minimum benefit

When a member 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 already paid.

Contributors

At March 31, 2006, there were 408 members contributing under the plan, and there was no
vacant seat 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
2005-06 2004-05

Opening Balance 422,525,376 394,555,828
Receipts and Other Credits
Members’ contributions, current 1,531,607 1,358,819
Government contributions, current 5,226,747 4,780,613
Members’ contributions, arrears

on principal, interest, and

mortality insurance 69,096 2,290
Government contributions on

amounts payable (re-elections) - -
Interest 43,384,988 40,502,434
Transfer from the Supplementary

Retirement Benefits Account - -
Actuarial liability adjustment - -
Total Receipts 50,212,438 46,644,156
Payments and Other Charges
Annual allowances 18,977,081 18,108,177
Withdrawal allowances including interest 171,984 178,131
Pension division payments 139,793 388,300
Transfers to Public Service

Superannuation Account 188,576 -
Total Payments 19,477,434 18,674,608
Excess of Receipts over Disbursements 30,735,004 27,969,548
Closing Balance 453,260,380 422,525,376
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Table 2

Members of Parliament Retirement Compensation Arrangements Account

(in dollars)
Fiscal Year Fiscal Year
2005-06 2004-05

Opening Balance 125,508,575 106,872,584
Receipts and Other Credits
Members’ contributions, current 2,685,345 2,580,301
Government contributions, current 16,529,339 16,297,793
Members’ contributions, arrears

on principal, interest, and

mortality insurance 70,262 49,484
Interest 13,591,352 11,702,344
Actuarial liability adjustment 5,708,760 9,645,766
Total Receipts 38,585,058 40,275,688
Payments and Other Charges
Annual allowances 4,113,948 3,254,354
Withdrawal allowances plus interest 419,646 376,352
Pension division payments 561,063 64,907
Refundable tax’ 18,223,501 17,944,084
Total Payments 23,318,158 21,639,697
Excess of Receipts over

Disbursements 15,266,900 18,635,991
Closing Balance 140,775,475 125,508,575

1. A refundable 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 2005-06

1. a) The following 56 new allowances became payable:
3 to former members of the Senate
2 to survivors of former members of the Senate

39 to former members of the House of Commons

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

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

6 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 and 21 members of the House of Commons who retired.

2. The following 27 allowances ceased to be payable

a) to 17 persons who died:
2 former members of the Senate
4 survivors of a former member of the Senate
7 former members of the House of Commons
4 survivors of former members of the House of Commons

b) to 10 persons whose allowances ceased to be payable for the reasons given below:
4 to former members of the House of Commons whose allowances were suspended
5 to former members of the House of Commons who transferred to other pension plans

1 to a former member of the House of Commons who was re-elected to Parliament

Since the Act came into force on November 20, 1952, a total of 1,291 annual allowances and 887
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, 2006, was as
follows:

Amount of Former Dependant
Allowance ($) Members Survivors Children Total
70,000 and over 69 - - 69
65,000-69,999 16 - - 16
60,000-64,999 27 - - 27
55,000-59,999 46 1 - 47
50,000-54,999 25 2 - 27
45,000-49,999 39 1 - 40
40,000-44,999 32 8 - 40
35,000-39,999 63 15 - 78
30,000-34,999 25 19 - 44
25,000-29,999 34 18 - 52
20,000—-24,999 30 26 - 56
15,000-19,999 22 20 - 42
10,000-14,999 19 22 - 41
5,000- 9,999 20 19 - 39
Up to 4,999 - 1 2 3
Totals 467 152 2 621

1. Included in 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 $50,979 for former members of the Senate and $46,336 for former
members of the House of Commons.

3. There were 10 former members of the Senate and 59 former members of the House of Commons who received an annual
pension, including indexing and RCA, exceeding $70,000.
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