
 

 
August, 2014 

 

Pension Update
 

TO: All Members of the Contributory Pension Plan of The Ontario Northland Transportation Commission 

 
In February 2012 Ontario Northland was accepted into the province’s solvency relief program for public 

sector pension plans. This has resulted in Ontario Northland not having to make special payments into the 

pension fund of about $19.8 million per year. The relief program was for a three year period only. As part of 

the process for qualifying for solvency relief Ontario Northland was required to undertake changes to the 

pension plan that would make it more sustainable. At the time of the application we had indicated that we 

would consider increasing employee contribution rates, changing some of the plan design features or 

consider changing the governance of the plan. 

 
To consider potential changes to the plan Ontario Northland brought together a diverse group of 

management and union representatives to review the solvency relief program, the funding of the pension 

plan and to consider various alternatives for achieving the savings identified in the application for solvency 

relief. This group was assisted by an actuary from Towers Watson. The group considered the following 

items: 

 
• Changing the formula for the pension calculation from 2% to 1.88%. 

• Changing the early retirement provisions (85 factor, 35 and out, age 60 and 20 years of service). 

• Changing the formula for the highest average earnings back to a five year average. 

• Increasing member contributions. 

 
The committee in its discussions noted that changing the benefit formula would have a negative impact on 

future pension payments and would require employees to work longer to achieve the same amount of 

pension. Changing the early retirement provisions would necessarily require employees to work longer to 

qualify for a pension and changing the averaging formula from four years back to five would not have been 

a significant enough change to meet the objective. The committee determined that the best approach to 

achieving sustainability was to increase the rate of employee pension contributions.  This decision would 

allow the main features of the plan to remain the same while achieving sustainability through increased 

contributions. To meet the savings target pension contributions needed to be increased by 1.3%. 

Ontario Northland matches employee contributions to the pension fund. 

 
An amendment to the pension plan was developed based on this recommendation and approved by the 

Commission. This amendment is currently working its way through the normal government channels and 

will become effective after it has Lieutenant Governor In Council approval. 

 
Following is an example of the impact this change will have based on sample income levels: 

 
Current Contribution Rate New Contribution Rate Per Pay Period Increase 

Annual          4.2% while paying CPP 

Salary           & 6%  on other earnings 

Annual      5.5% while paying CPP & 

Salary           7.3% on other earnings Increase                  
Approx. increase 

after taxes 

$40,000                     $1,743 

 
$60,000                      $2,718 

 
$80,000                     $3,918 

$40,000                      $2,263 

 
$60,000                       $3,498 

 
$80,000                      $4,958 

$20                                  $16 

 
$30                                  $21 

 
$40                                  $27 

 

This change is necessary to protect the integrity of the current pension plan design and to ensure its 

sustainability for all active employees. 

 
When approval is received Ontario Northland will provide further notice.  Following the  final notice 

the increased contribution rate will become effective. 


