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An Overview of the Canada Pension Plan

* Replaces 25% of earnings up to average industrial wage at age 65 (YMPE $55,300 for
2017)

 Contribution rate of 4.95% (total 9.9%) for covered earnings (between $3,500 and
$55,300 in 2017)

 Full annual cost of living indexation for benefits

« Early retirement as early as age 60 and as late as age 70 with adjustments (increase or
decrease respectively)

» Survivor’s benefit for spouses, common-law partners and dependants

 Disability benefit, death benefit

Benefit can be divided on marriage dissolution and shared with spouse

during retirement
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Increase in CPP Benefits
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Increase replacement rate from 25% to 33.33%
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Young workers and middle-income earners
will see the greatest benefit
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Increase in CPP Contributions
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Increase contribution rate by 2%
(2019 to 2023)
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Increase contribution rate by 2%
(2019 to 2023)
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CPP Integration with Registered Pension Plans

* Bill C-26 leaves adjustment to plan sponsors and administrators

 RPP Integration was a major issue at the inception of the Canada
Pension Plan
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CLC Positioning 1965

'"nen the Canaca Pensicn Plan was being considered and its enactment

was a certainty, the Canacian Labour Jongress drew to the attention of its
affiliates the prospects that cmployers were likely to scek ways and means
of avoiding contributions to their existing private pension plans at the

same rates as before because they would be making contributions to the

Canaca Pension Plan. The Congress suggested that itu.unions should sc.k

"stacking" as a general obj.ctive unless the unions were satisfied that ol
this was not necessary in the interests of their members. The Congress i;ff;
also pointed out that there was alrcady evident a tondnac:’on_tp. ;_{':"h'

employers to wish to obtain “1ntq¢rntinn' or'thatr ’Viﬂlhl=f; r
with the Canada Pension Plan. i A




Ontario Imposes Integration 1965-66
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Stacking up pension dynamite for ’66 labor talks

Edict On Pensions City fights
Starts A Storm
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Now the puckers union is talking about a ‘pension strike’ b 1 g S t l Ck9
Big beef about integration ,
on pension

Court action threatened

Pension Plan integration protested




Types of CPP Integration — DB Plans

« Step Rate:

* RPP benefit has two different levels, for earnings above and below the YMPE
= e.g. RPP formula = 1.5% FAE below FAYMPE, 2.0% above (HOOPP)

o FAE = final average earnings
o FAYMPE = final average YMPE

= Common in private-sector DB plans
* Offset:
= RPP benefit formula is reduced by CPP benefit
* e.g. RPP formula = 2.0% FAE — 0.7% x FAYMPE (NS PSPP)
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No Integration

* DC plans (e.g. SK PEPP)
" e.g. 5% employee contribution subject to match by employer

 Flat benefit plans
= e.g. $50/month per year of service
= Common in many multi-employer pension plans

« Some private-sector DB plans
» e.g. 2% x FAE x Years of Service

= Some provide a bridge benefit on top, If retirement occurs
prior to 65

@ Canadian Labour Congress
Congrés dv ravail dv Canada



How Might CPP Expansion Affect Public Sector Plans?
What Steps Are Plans Taking?
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RPPs will need time to prepare for CPP expansion

 Actuarial costings likely necessary

» Consider 7-year phase-in of CPP enhancement in any integration
changes

« Consider pension law, restrictions on benefit reductions, and member
notice regquirements

« Small details (e.g. unlocking)
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Preparation limited and uneven thus far

News From Aon

On Canada Pension Plan reform, employers have concerns,
but many have yet to begin preparing for change
Aon survey suggests less than half of employers will plan for CPP reform in 2017

TORONTO, JANUARY 16, 2017 — As the government commitment to expanding the Canada Pension

According to the Aon survey, only 13% of employers have started to plan for CPP reform, and 35% will
begin planning by October 2017. Meanwhile, 46% of respondents said they do not know when they will
start preparing for CPP reform.
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Union Options

« Unions with DB plans offering relatively low benefit levels may want to
stack CPP enhancement

= Units with low MEPP benefits or DC plans may seek to stack the enhanced CPP
benefit

« Partial or full integration an option for non-integrated plans

 Partially offsetting CPP enhancement in integrated DB plans could allow
for restoration of lost benefits or improving the funded status of the plan

» Note that “YMPE" and “YAMPE" are separate thresholds — implications depending
on existing plan design
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Sponsors and plan administrators will have own
proposals for adjusting

« Extend the range of earnings with the lower accrual rate, up to the new
YAMPE

* Reduce the accrual rate on earnings under the YAMPE by 0.2% of
earnings for each year of service.

= 8% of CPP-covered earnings after 40 years of service, roughly
equal to the enhanced CPP income replacement rate (new 33.3%
replacement rate minus existing 25% replacement rate)

* ‘Net zero’ objective
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Factors influencing interaction of CPP
expansion and collective bargaining

» Delayed implementation and gradual phase-in of CPP enhancement

* Private-sector employers’ continuing shift away from DB
= Potential improvements in funded status of DB plans

« Ongoing federal and provincial pension reform
* Quebec Pension Plan enhancement

e Statutory bar to negotiating pensions in public service plans — legal
landscape may shift

 Downward pressure on compensation
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News - Queen's Park

Private operators squeeze nurses
in public home care: Cohn

A bitter seven-month strike is symptomatic of what’s ailing home care in Ontario:
Pension privation and salary squeezes.

Fighting for a first contract from CarePartners — their for-profit, publicly funded employer —
the OPSEU homecare nurses in the Hamilton-Niagara region were stunned to get a contract
offer that not only undermined their union but undercut the Wynne government’s pension

promise.

CarePartners demanded that its nurses pay the full freight for Wynne's promised Ontario
e e by Catarrer prowstseson oot Refirernent Pemsion Plan (ORPP) — not just the employee share, but the mandated employer
contribution (plus administration costs). Never mind the premier’s pledge that the ORFPFP would
By MARTIN REGG COHN Provincial Politics be a cost-shared pla_u_

Thu., Nov. 26, 2015



Summary

» Impact of CPP enhancement designhed to be modest

* An opportunity to consider members’ desired benefit
level and employees’ retirement needs

* Negotiation, pension education, and clear
communication will be vital
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Thank You
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