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PENSION FUNDING

Ontario Ministry of Finance Releases 
Backgrounder on MEPP Framework

O n June 29, 2017, the Ontario Ministry of 
Finance issued a backgrounder, Target 
Benefit Multi-Employer Pension Plan 

Framework, which provides further information 
regarding a new proposal by the government on a 
funding framework for Ontario multi-employer 
pension plans (MEPPs). The need for an alterna-
tive funding regime applicable to MEPPs has long 
been recognized and has led to a number of tem-
porary regulatory measures. Most notably, in 
2007, the Ontario government passed temporary 
funding relief regulations (SOMEPP regulations), 
pursuant to which MEPPs that met certain criteria 
could elect to become specified Ontario multi-
employer pension plans (SOMEPPs) and receive 
temporary relief from the requirement to fund 
their pension plans on a solvency basis. The 
SOMEPP regulations have been extended in 2009, 
2012 and, most recently, on July 1, 2017 (with an 
expiry date of August 31, 2018).

In the 2008 Ontario Expert Commission on 
Pensions report, A Fine Balance, Harry Arthurs 
recommended the Ontario government estab-
lish a new framework for MEPPs based on the 
SOMEPP regulations, notably including the re-
quirement that MEPPs offering target benefits be 
funded solely on a going-concern basis.

As part of the package of reforms the Ontario 
government introduced in 2010 in response to 
the Expert Commission report, Section 39.2 was 
added to the Pension Benefits Act (PBA). This 
section provides a definition of target pension 
plans. However, this provision has not yet been 
proclaimed in force, pending the development of 
regulations in respect of such plans.

In its 2015 budget, the Ontario government an-
nounced its intention to release a discussion paper 
on the development of a new funding framework 
for target benefit MEPPs. This discussion paper 
was released in July 2015. In it, the government 
provided a comprehensive overview of the exist-
ing MEPP regime in Ontario and suggested that 

the development of a new target benefit MEPP 
funding regime should be guided by the following 
principles.

• Maintain the integrity of target benefit plans 
by reducing the risk of benefit reductions.

• Promote transparency to ensure plan par-
ticipants understand how their respective 
plans are governed and operated.

• Provide evenhanded treatment of plan par-
ticipants, particularly when benefits need to 
be reduced.

• Prevent the costs of operating target benefit 
plans from outweighing the benefits.

• Provide flexibility for plan administrators to 
make decisions that are appropriate for the 
specific needs of individual plans.

The discussion paper also examined a number 
of key issues related to the development of such 
a framework, including funding, governance and 
risk management, disclosure of information, reg-
ulatory oversight and multijurisdictional issues 
in respect of MEPPs, and invited comments from 
stakeholders regarding these issues. The deadline 
for submissions in response to the discussion pa-
per was September 25, 2015.

In its 2016 budget, the Ontario government 
indicated that “[w]hile submissions [in response 
to the consultation paper] were supportive of a 
new framework, including a solvency funding ex-
emption, some concerns were raised that certain 
MEPPs may face challenges transitioning to a new 
framework and implementing changes in funding 
rules.” Accordingly, the government committed to 
consulting “with affected stakeholders on all as-
pects of a target benefit MEPP framework, includ-
ing funding rules, and is committed to providing 
a transition period that allows sufficient time and 
ensures minimal disruption to the collective bar-
gaining process.”

In its 2017 budget, the Ontario government in-
dicated its intention to release draft regulations for 
public consultation in the fall of 2017. The release 
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of the backgrounder provides further guidance on what 
MEPP sponsors and administrators can anticipate from 
these draft regulations.

Consistent with the recommendations of the Expert 
Commission report, the backgrounder proposes a rela-
tively balanced approach to strengthening going-concern 
funding rules for existing SOMEPPs while providing a 
permanent exemption from solvency funding require-
ments. For example, under the new proposed regime, the 
period over which going-concern funding deficiencies 
could be amortized would be extended from 12 years to 
15 years; however, the going-concern funding require-
ments would be strengthened, requiring the creation of 
a reserve called a provision for adverse deviation (PfAD). 
Similarly, rather than requiring benefits on member or 
plan termination to be settled based on the commuted 
value (determined on a solvency or wind-up basis) of 
these benefits, the regulations would introduce a new ba-
sis for determining the value of these benefits on member 
termination or on plan wind-up (this could be similar 
to the rules developed for the commutation of benefits 
in Quebec under Bill 57, where benefits can be reduced 
based on the plan solvency funded ratio); however, the 
Superintendent could be provided with expanded pow-
ers to ensure plan benefits are reduced when required 
based on plan funded status.

In addition to proposals related to funding changes, 
the backgrounder also indicates the framework would 
include a number of new governance-related measures, 
including the following:

• A requirement to develop policies on funding and 
governance

• Opportunities for retirees to participate in plan 
governance

• Enhanced disclosure to plan beneficiaries on the 
status of their pension plan.

The first of these proposals, the requirement to devel-
op funding and governance policies, will not represent a 
significant departure from existing practice, since many 
MEPP administrators currently have such policies in 
place, consistent with Canadian Association of Pension 
Supervisory Authorities (CAPSA) guidelines, and this 
requirement also would be consistent with new require-
ments recently introduced for pension plans in other ju-
risdictions such as Alberta and British Columbia. 

With respect to retiree participation in pension plan 
governance, no methodology has yet been proposed 
regarding the manner in which such representatives 
would be appointed, although the difficulty in determin-
ing an appropriate method for retiree appointment was 
acknowledged in the discussion paper. This is one issue 
that will likely be of significant interest to MEPP spon-
sors because retiree representation (and associated diffi-
culties related to appointment) will represent a departure 
from existing practice (PBA does not currently require 
appointment of a retiree representative to a MEPP board 
of trustees).

No further details are provided with respect to the 
extent of the enhanced disclosure that will be required 
of MEPPs to plan beneficiaries; however, the discus-
sion paper again provides some insight into what such 
enhanced disclosure may entail, including information 
regarding a MEPP policy on benefit reductions and 
funding. 

As of the writing of this article, the draft regulations 
announced in the backgrounder, which are certain to 
generate significant interest and discussion among MEPP 
sponsors and administrators, have not been released.  &
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