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Retirement plan sponsors and the retirement plan consultants that advise them are in unchartered territory because of the international health crisis caused by the coronavirus (COVID-19).Thinking Ahead: Retirement Plan Options to Consider During COVID-19 Outbreak

Retirement plan design significantly impacts the choices available to plan sponsors in terms of cost saving measures and whether employees can access their savings. This HUB International article describes some of the choices that are available for plan sponsors to consider as time goes by.
Please note, this article is a general outline of some of the issues and not an analysis of any specific retirement plan or plan design. In addition, the landscape is changing rapidly and new legislative changes or suspensions may apply soon.  
CONSIDERATIONS FOR COST SAVINGS IN YOUR COMPANY RETIREMENT PLAN
· Group RRSP Plans (GRRSP): Companies may consider a reduction or a suspension of employer contributions to their Group RRSP plans. Because RRSP plans do not fall under any provincial or Federal regulatory jurisdiction, employers have greater flexibility when it comes to funding a Group RRSP plan.
· DPSP Plans: Depending on the plan text, employers who sponsor DPSP plans will likely have a measure of flexibility with regards to a DPSP contribution. Check with your plan consultant to find out what your options are. 
· Defined Contribution Pension Plans (DCPP): Because pensions are under provincial jurisdiction, any legislative relief to permit pension plan sponsors to temporarily suspend, reduce or defer contributions in DC pension plans would require approval by each province. For the moment, there is no ability for an employer to do so. Should these measures be implemented as a result of the COVID-19 crisis, governments would likely consider repayment options for contribution amounts suspended or reduced under this type of relief.
· Terminating a DC Pension Plan: Terminating a pension plan is a lengthy process that requires planning ahead, notice to participants and coordination with the provincial pension authorities. Plan termination would generally be considered only as a last resort. Because of the contribution flexibility afforded plan sponsors of GRRSP and DPSP plans, plan terminations are a less likely outcome. 
CONSIDERATIONS FOR EMPLOYEE ACCESS TO RETIREMENT PLAN FUNDS 
· Stopping Employee RRSP Contributions: Employers always have the option to permit employees to stop ‘required’ payroll matching contributions to an RRSP, but if the employer is still making their contributions, the employee is obviously still working and therefore the need to eliminate or reduce required contributions may be unnecessary.

· Withdrawals from a GRRSP Plan: Many employer sponsored GRRSP plans restrict employee withdrawals while the individual is employed. Plan sponsors can and may wish to temporarily grant exceptions to this rule. In order to preserve the long term integrity of the plan, it is important for the sponsor to implement the exception as a temporary measure and on the basis of financial hardship due to COVID-19 administered on a case by case basis. Plan members need to be reminded of the investment and tax consequences of an RRSP withdrawal and should be encouraged to speak to their financial advisor or group retirement plan consultants before proceeding.
· Unlocking for financial hardship: Currently, pension standards legislation in some jurisdictions — including the federal jurisdiction, Ontario, British Columbia and Alberta — permit individuals to apply directly to financial institutions to access retirement savings from locked-in accounts, namely locked-in retirement accounts (LIRA or LRRSP) and life-income funds (LIF), if they experience financial hardship. Applications to unlock funds held in LIRAs and LIFs are subject to strict conditions, including that the applicant’s income for the year must be below a specified level. Unlocking of amounts held in pension plans on the basis of financial hardship is not permitted in any jurisdiction. 
· [bookmark: _GoBack]Termination of Employment: Terminated members of GRRSP plans will have the ability to withdraw some or all of their GRRSP fund in cash. The amount withdrawn will be included in the employee’s taxable income for the year with any withdrawn amounts taxed at the member’s highest marginal tax rate. Employees terminating from a DPSP will be able to transfer their funds to an individual RRSP plan and then make a cash withdrawal from the RRSP. Employees terminating from a DCPP will not be able to make a cash withdrawal unless a portion of their pension balance is non locked-in (contributions made before January 1, 1991 in British Columbia). 
· Employees who are laid off temporarily: Similar to withdrawals from a GRRSP, employers who sponsor GRRSP plans may wish to waive the withdrawal restrictions for employees who are laid off temporarily.  Members of pension plans who are laid off temporarily will not have access to their accounts for cash withdrawals.
While we believe that pension and retirement savings are meant to be used as long term savings and we strongly caution against any policy that opens up access to the retirement savings of Canadians, we acknowledge governments may wish to consider one time exceptions for those individuals hit the hardest, or for those who may not be able to access relief from other sources.
If you have any questions about the rules that apply to your retirement plan, please feel free to contact us for clarification.
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