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T here’s no question that pension plans in 
the university sector today face many 
challenges. Coverage under defined 

benefit (DB) plans has declined sharply in the 
private sector due to rising costs and risks, 
leading to greater scrutiny of traditional single 
employer DB plans in the public sector. Years 
of lower interest rates and volatile investment 
markets have made it more difficult for single 
employer plans to reliably earn the returns 
needed to pay the increased pension costs, 
particularly since member longevity continues 
to rise. 

Even more challenging, the legislative and 
regulatory framework under which university 
pension plans operate—which treats these plans 
much like any other single employer DB plan, 
despite their substantial size and stability—is 
putting significant financial stress on universi-
ties. 

But key stakeholders have been partnering to 
create a new way forward: the University Pen-
sion Plan (UPP). 

For the last few years, university administra-
tions, faculty associations, unions and other 
staff groups at University of Toronto, University 
of Guelph and Queen’s University have been 
working together to develop a new pension plan 
that will cover employees at all three universi-
ties. The objective is to develop a truly sector-
wide plan—one that’s open to any Ontario uni-
versity—and create an even greater pool for 
sharing pension costs and risks. 

How UPP Will Work
UPP has been designed as a multi-employer 

jointly sponsored pension plan (JSPP), a contrib-
utory DB pension plan that is jointly sponsored 
and governed by the participating universities 
and their plan members. 

A key differentiator of UPP is its structure. 
In a multi-employer JSPP, unlike in current uni-
versity plans, plan governance, costs and risks 
are shared equally between the employers and 
the members. The goal of the JSPP structure is 
more stable and predictable plan contributions 
for both the employees and the employers.

The UPP joint governance model will allow 
the university administrations—along with the 
representatives of employee plan members—to 
have an equal say. “This new model of equal 
governance will now provide plan members 
with a meaningful voice in their retirement  
security,” said Alex McKinnon, CEBS, research 
director for the United Steelworkers (USW), the 
largest nonfaculty union on each of the three 
campuses. 

Once it is established, UPP will be open for 
other Ontario universities to join. “We are very 
proud that the University of Toronto Faculty 
Association (UTFA) is playing a leading role in 
helping to create a sectorwide university DB 
plan that will be open to all universities in On-
tario,” said Cynthia Messenger, president of 
UTFA. “Securing a DB plan with shared gover-
nance is critically important to the faculty and 
librarians that UTFA represents.”

A Proven Model
The JSPP model isn’t new; in fact, Ontario al-

ready has many JSPP success stories. Plans like 
the Ontario Teachers’ Pension Plan (Teachers’), 
Ontario Municipal Employees’ Retirement Sys-
tem (OMERS), Healthcare of Ontario Pension 
Plan (HOOPP) and OPSEU Pension Trust (OP-
Trust) have been recognized worldwide for their 
strong plan governance, administrative effective-
ness and superior investment performance. 

In the 2012 provincial budget, the Ontario 
government encouraged public sector entities 
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to consider consolidation and moving to JSPPs for sustain-
ability reasons. “They had concerns about the long-term 
costs of single employer public sector DB plans,” said Angela 
Hildyard, Ph.D., special advisor to the president and the pro-
vost at the University of Toronto. 

For the participating universities, a much larger plan can 
mean greater efficiency in plan administration and access 
to higher return investment opportunities, which can help 
to address any increasing costs. “These [jointly sponsored 
pension] funds are very large, and the larger the funds are, 
the more assets you have to invest, plus you have the flexi-
bility to do different kinds of investments,” Hildyard ex-
plained. 

No Small Task
Setting up a JSPP is an enormous and complex task, re-

quiring buy-in and support from a wide range of stakehold-
ers. When the UPP discussions first started, a number of 
Ontario universities and their faculty associations expressed 
interest in joining. However, negotiations “became too diffi-
cult with so many participants,” Hildyard said, and the deci-
sion was made to move to a smaller group. 

Today, the three universities (Toronto, Queen’s and 
Guelph) are committed to moving forward. Collectively, they 
have a total of five pension plans and net pension assets of 
approximately $8 billion. “We found a way to work together 
well,” Hildyard said. 

The transition will involve converting the existing uni-
versity plans to UPP; however, all pensions already earned 
under the current plans will be transferred to UPP un-
changed. There will be no impact on the amount of monthly 
pension that retirees receive, nor will retirees be impacted 
by any contribution increases; they will receive the same 

cost-of-living increases after the conversion that they do to-
day. 

What Happens Next
Recognizing the importance of stakeholder engagement 

to the success of this initiative, UPP leaders are undertaking 
a comprehensive, multi-layered communication strategy. 
Moving to a JSPP requires a formal consent process (at least 
two-thirds of existing active plan members must agree, and 
no more than one-third of retirees, former members and 
other plan beneficiaries may object), so engaging and edu-
cating members will be critical. There is currently an educa-
tion process underway as the respective groups move toward 
a formal consent vote, which is expected in early 2019,  
McKinnon noted.

The Ontario government also needs to approve the new 
plan before it can be formally launched. The UPP should be 
up and running in 2021, Hildyard noted. 

With that time frame in mind, the universities continue to 
work together toward the shared goals of providing a stable 
source of secure retirement income for their plan members, 
expanding coverage to other university workers and, ulti-
mately, creating a plan that can become a model for pension 
sustainability in the Ontario university sector.

To learn more about UPP and how it works, visit the 
UPP website at www.universitypension.ca. Attendees at 
the 51st Annual Canadian Employee Benefits Confer-
ence, which takes place November 18-21 in Las Vegas, 
Nevada, are invited to attend the session “The University 
Pension Plan (UPP): Demonstrating Innovation in the 
Ontario University Sector,” featuring Alex McKinnon, 
Cynthia Messenger and Angela Hildyard. For more infor-
mation, visit www.ifebp.org/canannual.

what's working

Moving to a JSPP model can provide relief from the financial pressures created by the 
pension funding regime of Ontario, with its focus on solvency funding. The JSPP model is 
based on going concern funding and prudent risk management by the joint sponsors and 
administrator.  
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