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conversation
with Derek Dobson

The CAAT Pension Plan has introduced a second defined benefit plan design, DB-
plus, with the aim of meeting the changing needs of employers and employees in 
the nonprofit, private and public sectors. Derek Dobson, chief executive officer and 
plan manager of CAAT Pension Plan in Toronto, Ontario, spoke with editor Robbie 
Hartman, CEBS, about DBplus advantages and concerns from employer and em-
ployee perspectives as well as larger social issues the plan can help to address. 
Dobson will present “What Canadians Want—Results From National Pension 
Survey” at the 51st Annual Canadian Employee Benefits Conference, which takes 
place November 18-21 in Las Vegas, Nevada. 

In what ways is DBplus different 
from and similar to traditional defined 
benefit and defined contribution plans?

From a member perspective, there are very 
good parallels to traditional defined benefit 
plans. Members receive predictable retirement 
income that is based on a formula and payable 
for life, so they can plan for retirement with 
certainty. One better aspect is the security and 
sustainability of DBplus. With traditional em-
ployer plans, the health of the pension plan and 
the security of the promise is only good as long 
as the employer stays solvent. We remove that 
risk, so we think members will be even better 
off than under traditional defined benefit plans. 
And as we’re meeting with prospective mem-
bers during the consent phase of plan merg-
ers, we see that they place tremendous value on 
benefit security. 

From an employer perspective, DBplus op-
erates very much like a defined contribution 
plan in that it has fixed contributions. If some-
thing goes wrong with the plan from a fund-
ing perspective, there’s no going back to the 
employer and asking for more contributions to 
fund a deficit. That’s not permitted, so it’s truly 
like a DC plan with employer fixed costs. Fur-
ther, the DC employers we’re talking to are also 
looking at the possibility of using this plan to 
get rid of other costs associated with running 
a DC plan, such as picking investment options 

and getting rid of legal liability and fiduciary 
duty aspects.

How does DBplus address the 
workplace trend toward contractors 
and part-time workers? 

The plan is open to part-timers and contract 
workers on the first day of work, with no qualifi-
cation period and no waiting period. Traditional 
defined benefit plans were really structured for 
full-time employees who built up lots of service 
and steady pay increases over long-term careers. 
With DBplus, every single dollar that gets con-
tributed by members and matched by employ-
ers goes to create a bigger pension benefit, so it 
deals with issues of fluctuating pay or changing 
contracts. Because of immediate eligibility and 
all earnings being covered, part-timers, contract 
workers and others can build an important as-
pect of their retirement future. Also, these work-
ers are allowed to merge past retirement savings 
into DBplus. The plan governors opened the 
plan to any registered pension plan in Canada to 
move its assets in. As long as the Income Tax Act 
allows for it, the plan allows for it. 

What are some of the advantages of 
DBplus for employers in terms of costs 
and risks? 

From what I’m hearing, employers are very 
happy to get away from the risk associated 
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with their current defined benefit plans. After a merger with  
DBplus, they are out of the pension risk management game, 
with zero volatility on their books. So the risks have gone 
from quite volatile and onerous, especially in a volatile mar-
ket with lower interest rates and increasing complexity of 
systems and communications, to basically being done with 
that aspect. In the private sector, only one in ten Canadians 
has a DB pension plan at work, so these types of employers in 
particular are happy with taking the risks down to zero while 
getting the upside of being seen as a particularly attractive 
employer that can offer a fairly rare retirement product. 

How do employers benefit from DBplus when it 
comes to employee engagement, recruitment and 
retention?

Employers only need to match member contributions dol-
lar for dollar, and they still enjoy attraction and retention ben-
efits, better workforce engagement and less stressed employ-
ees. Ipsos Reid did a survey of 1,000 Canadians, and it showed 
that the workers who are least stressed are those who belong to 
multi-employer defined benefit pension plans, compared with 
those in DC, group RRSP, hybrid and even traditional defined 
benefit plans. Willis Towers Watson has done many studies 
showing that defined benefit plans, with the predictable retire-
ment income that the vast majority of Canadians desire, is the 
most attractive feature from a benefit program—And it’s not 
just a minor improvement but a 40% improvement in attrac-
tion and retention. Coupled with a less stressed workforce, this 
retirement option really does contribute to overall health and 
financial wellness in a workplace.

What concerns have you heard from potential 
members, both employers and employees?

From an employer perspective, especially larger employ-
ers, some of the curiosity comes from wanting to know about 
governance rights. Many have been in business with a defined 
benefit plan for 40 years or longer, and they are used to hav-
ing full control over plan design and where they will invest. 
DBplus offers a completely outsourced risk arrangement, 
and this new dynamic requires an adjustment in mind-set. 
So the top issue for employers would be the perceived loss 

of control in terms of overall plan design. Also, when plans 
used to have surpluses (some still do today), these surpluses 
were often used as a workforce planning tool to incent people 
to retire early, or they might have rich disability benefits paid 
from the pension plan rather than the health benefits side of 
the balance sheet. That flexibility now has to happen outside 
of the pension plan. 

From the employee side, it’s more of a comparison issue 
between plan designs. It comes down to the relative impor-
tance of early retirement or other features that plans might 
currently have. More than concern, it is curiosity about why 
the plan is designed the way it is. But we’ve heard very posi-
tive things when talking to groups of prospective members 
all over the country, especially in terms of plan design and 
benefit security.

What types of larger social issues can be 
addressed by a plan like DBplus?

Right now, there is a lack of pension coverage in Canada, 
which is probably the No. 1 issue. And the No. 2 issue is pen-
sion adequacy. We’re trying to address both issues through 
DBplus. Pension coverage is addressed by opening the plan 
to Canadian workplaces across private, nonprofit and broad-
er public sectors to try to increase the coverage rate. On the 
adequacy side, every dollar goes a lot further because of the 
efficiency of pooling funds, low costs and a sophisticated 
investment program. We definitely recognize that employ-
ers and members are not flush with cash, so the efficiency 
of every dollar going in is very important to make sure we 
maximize the benefits per contribution dollar. 

Efficiency and effectiveness in the retirement income 
space are a critical issue for Canada because of demograph-
ic shifts, especially given our health care system. Typically, 
older Canadians utilize health care a lot more, so as we see 
more Canadians reach 65 years of age over the next 20-year 
period, this will put significant strains on the health care 
system. Having people with adequate pensions contributes 
to local economies, improves the tax base, and reduces pov-
erty and reliance on government programs. These are all 
positives for society beyond the investment aspects men-
tioned earlier. 
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