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On August 11, 2015, the Ontario Government released further details regarding the proposed Ontario 
Retirement Pension Plan (ORPP), which is to be introduced on January 1, 2017.  The ORPP is designed to provide 
a predictable source of retirement income for Ontarians and act as an alternative to expansion of the Canada 
Pension Plan (CPP).  Subject to legislative approval, the Ontario government intends to ensure that by 2020, 
“every employee in Ontario will be part of either the ORPP or a comparable workplace pension plan”.  By 2020, 
employees and employers who participate in the ORPP will each be subject to an annual contribution rate of 
1.9% of employment income. 

Highlights of the announcement include: 

 Further details on what will be considered as a “comparable” workplace pension plan, including 
exemptions for employers offering a Defined Benefit or Defined Contribution plan that meet specified 
tests for comparability; 

 Details on the enrolment schedule for plans, including the phased in enrolment based on employer size 
and whether or not the employer maintains a registered pension plan as of August 11, 2015; and 

 Details on the phasing in of contribution requirements for participating employers and employees 
joining before January 1, 2020. 

This bulletin is designed to provide clients with an update on the ORPP and an overview of next steps. 

Comparable Workplace Pension Plan 

The ORPP definition of a comparable plan is based on the principle that the plan is expected to provide a 
predictable stream of retirement income on a locked-in basis payable for life.  The income should include 
mandatory employer contributions, which, combined with any employee contributions, provide an adequate 
standard of living in retirement similar to the benefit that would be provided by the ORPP. 

The following are considered comparable plans to the ORPP: 

Defined Benefit (DB) Plans 

A DB plan with a retirement benefit formula that provides an accrual rate of at least 0.5% of earnings per year of 
service will be considered a comparable plan to the ORPP.  There is no consideration of ancillary benefits.  For 
DB plans that have a flat-rate dollar benefit, the 0.5% threshold will be determined by dividing the annual flat 
dollar pension by the maximum annual earnings rate in the following formula: Maximum Hourly Wage Rate X 
2080 Hours per year. 

Defined Contribution (DC) Plans 

DC plans must be registered under provincial or federal pension standards legislation and must have total 
required annual employee and employer contributions of at least 8% of “base salary earnings”, at least 4% of 
which must be contributed by the employer. 



 LEGISLATIVE UPDATE   Page 2 
 Ontario Government Releases Further Details of Ontario Retirement Pension Plan 

Copyright © 2015 by PBI Actuarial Consultants Ltd.  All rights reserved. 

  

MONTRÉAL: Tel. 514 317-2338 ▪ 1 877 748-4826 ▪ Fax 514 281-6945 ▪ www.pbiactuariat.ca 

VANCOUVER: Tel. 604 687-8056  ▪  1 877 687-8056  ▪  Fax 604 687-8074  ▪  www.pbiactuarial.ca 

TORONTO: Tel. 416 214-7748  ▪  Fax 416 369-0515  ▪  www.pbiactuarial.ca 

 

The contribution threshold for DC plans is higher than the 3.8% total contribution rate under the ORPP in order 
to compensate for the perceived lack of diversity in investment opportunities in DC plans versus the ORPP.  The 
higher threshold for DC contributions is based on a number of factors, including the fact that DC plans lack the 
diverse investment opportunities, investment and longevity risk pooling and sophisticated management 
strategies the ORPP can offer. 

If a DC plan includes optional contributions but has minimum mandatory contributions that fall below the 
minimum 8% total contribution or 4% employer contribution threshold, the plan will not meet the definition of a 
comparable plan.  It has not been determined whether employees who make optional contributions that 
increase the total contribution total and the employer contribution total to 8% and 4% respectively will be 
entitled to opt out of the ORPP. 

Hybrid Plans 

Hybrid plans that provide the greater of a DB or DC formula will qualify as a comparable plan if either the 
minimum threshold for a DB or DC plan is met.  For hybrid plans with separate DB and DC provisions, the plan 
will be considered comparable if either provision meets its threshold.  If the DB accrual rate and the DC 
contribution rate do not meet the threshold on their own, the two rates will be expressed as a ratio of the 
respective threshold rates.  In order for the plan to be considered comparable, the sum of the two ratios must 
equal at least 1.0. 

Multi-employer Pension Plans (MEPPs) and Pooled Registered Pension Plans (PRPPs) 

To date, the government has not defined what constitutes a comparable plan for MEPPs or PRPPs.  The 
government has noted it is working with actuarial experts to determine the appropriate comparability methods 
for MEPPs and PRPPs. 

Other Savings Vehicles 

The government has noted that group RRSPs, deferred profit sharing plans (DPSPs) and other types of savings 
plans will not be considered as comparable plans, as these types of plans do not lock in benefits and are not 
subject to the supervision of a pension regulator. 

Enrolment 

Enrolment or opting out of the ORPP will be phased in starting January 1, 2017 with a stated goal of full 
enrolment by January 1, 2020.  Enrolment will be based on employer size and whether or not they sponsor an 
existing registered pension plan (RPP). 

Employer Type/Size Join-in Date 

Large (500+ employees) with no RPP January 1, 2017 

Medium (50-499 employees) with no RPP January 1, 2018 

Small (fewer than 50 employees) with no RPP January 1, 2019 

All employers with existing RPP* January 1, 2020 

* Employers that sponsor an RPP as of August 11, 2015 will be required to ensure the plan meets the comparability test 
by January 1, 2020 should they wish to opt out of the ORPP. 



 LEGISLATIVE UPDATE   Page 3 
 Ontario Government Releases Further Details of Ontario Retirement Pension Plan 

Copyright © 2015 by PBI Actuarial Consultants Ltd.  All rights reserved. 

  

MONTRÉAL: Tel. 514 317-2338 ▪ 1 877 748-4826 ▪ Fax 514 281-6945 ▪ www.pbiactuariat.ca 

VANCOUVER: Tel. 604 687-8056  ▪  1 877 687-8056  ▪  Fax 604 687-8074  ▪  www.pbiactuarial.ca 

TORONTO: Tel. 416 214-7748  ▪  Fax 416 369-0515  ▪  www.pbiactuarial.ca 

 

Phasing in of Contributions 

Contribution requirements for participating employers and employees who join the ORPP prior to January 1, 
2020 will be phased in according to the following schedule: 

Participating Year Employee Contribution Employer Contribution Total Contribution 

First Year 0.8% 0.8% 1.6% 

Second Year 1.6% 1.6% 3.2% 

Third Year 1.9% 1.9% 3.8% 

Contributions from employers and employees are proposed to be the percentage of pay shown on covered 
earnings over a minimum threshold of $3,500 to match the YMPE (in order to reduce the burden on low-income 
workers) and up to a maximum of $90,000.  No new information has been presented with respect to changes to 
these earnings amounts.  The government will continue to work to determine the best way to assist self-
employed individuals in achieving secure retirement future. 

Issues to Consider 

A number of issues must be taken into consideration with respect to the ORPP.  At present, there is little to no 
information on the proposed administration and investment management of the ORPP which will have to be 
determined in short order.  The government has also yet to decide on the minimum earnings level for 
participation in the ORPP, although early consultation documents proposed the minimum earnings level be set 
at $3,500. 

Additionally, plan sponsors, employers and employees will need to review their current plans to determine their 
next steps.  Plan sponsors whose plans do not pass the comparable plan test will need to decide by the required 
deadlines, depending on the type of pension plan, whether to increase benefit or contribution levels in order to 
opt out of the ORPP, participate and keep benefit and contribution levels the same, or modify plan benefit 
and/or contribution rates.  Likewise, employers who currently structure their retirement saving programs based 
on group RRSPs or DPSPs will need to review their design and administration to ensure that they are compliant 
with ORPP requirements. 

There are a number of further issues of concern for employers with MEPPs.  Multi-Employer Pension Plans offer 
a unique set of challenges that must be addressed by the ORPP, which may explain the delay in the release of 
rules regarding the treatment of MEPPS by the ORPP.  There is a possibility that, given the ability of MEPPs to 
reduce accrued benefits, the comparability test for MEPPs will be even more stringent than those required by 
DB and DC plans.  There remain unanswered questions as to whether or not the ORPP will consider the 
underlying investment strategy being utilized by existing MEPPs, a significant factor in the level of benefits each 
MEPP provides.  There are also questions regarding whether each employer in a MEPP will be required to meet 
the comparability test versus the use of an average comparability test for the entire plan, and what would be the 
impact on a MEPP if certain employers decide to opt out.  The answers to these issues will need to be 
considered carefully by MEPP sponsors once the final rules are released. 
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ABOUT PBI 

Actuarial services, risk management, pension consulting, group benefits consulting, investment consulting, and 
pension plan administration from offices in Vancouver, Montreal, and Toronto. PBI is a national independent 
associate-owned consulting firm.  With a focus on risk, we help you define and quantify objectives, then chart 
the course for sustainable results.  We believe in the pooling of risk and are advocates to the protection and 
expansion of defined benefit plan structures. 

Visit our website at www.pbiactuarial.ca to learn about our services or connect with our experts for more 
information. 

PBI publishes articles, memos and guides periodically.  If you wish to subscribe to PBI’s newsletters, please email 
your request at info@pbiactuarial.ca with your full contact information. 

http://www.pbiactuarial.ca/en/
mailto:info@pbiactuarial.ca

