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Ontario Releases 2010 Budget 
 
On March 25, 2010, the Honourable Dwight Duncan, Ontario’s 
Minister of Finance, tabled the government’s budget. 
 
This Communiqué summarizes the key items of the budget that 
will be of interest to Ontario pension plan sponsors and other 
employers. 
 

Pension Benefits Guarantee Fund 
The government is giving a $500 million grant to the Pension 
Benefits Guarantee Fund (PBGF) in 2009-2010 to stabilize it in 
the near term. The future of the PBGF will be assessed by the 
Ontario government after the completion of the first independent 
actuarial study of the PBGF which is expected to be finalized in 
the spring of 2010. 
 

Progress of Pension Reform 
Bill 236 (the Pension Benefits Amendment Act, 2010) is noted 
as the first step in a multi-stage process. The pension reform 
process will continue in 2010, building on recommendations 
from the Expert Commission, feedback from stakeholder 
consultations and other sources.  
 
The principles that will inform the next stage are: 
 
 all benefits should be funded; 
 stakeholders should share risk and responsibility; and 
 funding rules should match benefit and governance 

structures. 
 

 



 

 
 
 
 
The budget describes a number of funding and solvency 
measures for defined benefit pension plans that the government 
intends to explore including: 
 
 additional temporary funding relief for public sector and 

broader public sector plans if conditions related to greater 
sharing of risk and governance are met; 

 contribution holiday rules that increase benefit security; 
 enhanced funding requirements for benefit improvements; 
 limits on the extent to which going concern and solvency 

funding can be based on valuations that exclude benefits, 
use asset values that differ materially from market asset 
values, or smooth interest rates; 

 updated framework for funding, governance and regulation 
of plans such as certain multi-employer plans and jointly 
sponsored plans; 

 clarified surplus entitlement procedures on full wind up; and 
 letters of credit in solvency funding. 

 
The government also intends to explore ways to encourage 
innovative plan designs including a framework for flexible 
pension plans. 
 

Pension Investment Rules 
The federal government proposed reforms to its pension 
investment rules in October 2009, including the 30 per cent rule. 
This rule prevents plans from owning more than 30 per cent of 
the voting shares of a company. Ontario will examine the 
appropriateness of the rules for Ontario registered plans once 
implemented by the federal government.  
 

Division of Pension Benefits 
There will be consultation in 2010 on the regulations that will 
prescribe calculations for the division of pensions for family law 
purposes.  
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Consultation on the Retirement Income System 
The government will consult with interested Ontarians in 
advance of the next meeting of Canadian finance ministers in 
May, 2010, about measures that could be taken to improve 
future retirement income security. 
 

Health Care: Drug Pricing 
As a spending restraint measure the government will keep 
drugs affordable and reinvest its savings in health care. There 
will be changes to the statutes that govern Ontario’s drug 
system to facilitate lower generic drug prices. Supports for rural 
pharmacies and underserviced areas will be increased, and 
there will be support for expansion of pharmacists’ services. 
 

HST and RST  
To avoid double taxation of certain costs and fees relating to 
insurance, such as benefit plan administration fees, the 
government now proposes a retail sales tax exemption on those 
costs and fees. 
 

Comment 
The list of pension funding measures under consideration 
shows that the government has embraced the Expert 
Commission policy recommendation that funding relief is only 
appropriate for the small number of defined benefit pension 
plans in which governance and risk is shared. 
 
The majority of other defined benefit pension plans appear likely 
to face increased funding requirements if the measures under 
consideration are adopted following the consultation process. 
With no sign of funding relief and no sign of measures to 
improve an employer’s access to surplus for these plans, there 
is little to encourage employers to maintain or expand their 
defined benefit pension plans. Visibly absent is commentary on 
exploring the use of reserve accounts (pension security funds) 
as proposed in the Joint Expert Panel Report in Alberta and 
British Columbia. 
 
There is no mention of improvements in the regulatory regime 
for defined contribution pension plans. Presumably the 
government is planning to address this in a later stage of the 
process. 
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The government’s proposals on generic drug pricing speak to 
government savings but do not say whether the drug system 
changes will have wider application. Stakeholders are 
anticipating further announcements about drug system reforms 
in the near future. 
 
 
 
 
 
 
 
 
 
 
 
 

 

For more information, contact your Mercer consultant or the following Mercer 
consultants: 
 
Leigh Ann Bastien Simon Laxon Barbara Martinez 
416 868 2568 416 868 2773 416 868 8905 
LeighAnn.Bastien@mercer.com Simon.Laxon@mercer.com Barbara.Martinez@mercer.com 
 
Anastasia Soldatos Cynthia Walker  
416 868 2964 416 868 7945  
Anastasia.Soldatos@mercer.com Cynthia.Walker@mercer.com  

 
 
 
Mercer publishes the Communiqué as a general summary and commentary 
on topical issues. The information in the Communiqué in no way constitutes 
specific advice and should not be used as a basis for formulating business 
decisions. To determine what implications the information contained in the 
Communiqué will have for your company, please contact your Mercer 
consultant. Reproduction of the Communiqué is permitted if its source is 
acknowledged. 
 
Mercer Offices: 
 
Calgary 
403 269 4945 

Montréal 
514 285 1802 

Saskatoon 
306 683 6950 

Edmonton 
780 483 5288 

Ottawa 
613 230 9348 

Toronto 
416 868 2000 

Halifax 
902 429 7050 

Québec City 
418 658 3435 

Vancouver 
604 683 6761 

London 
519 672 9310 

Regina 
306 791 4558 

Winnipeg 
204 947 0055 

 
Mercer Website:  www.mercer.ca

 

Page 4 of 4 © 2010 Mercer (Canada) Limited 

mailto:LeighAnn.Bastien@mercer.com
mailto:Simon.Laxon@mercer.com
mailto:Barbara.Martinez@mercer.com
mailto:Anastasia.Soldatos@mercer.com
mailto:Cynthia.Walker@mercer.com
http://www.mercerhr.ca/

	Ontario Releases 2010 Budget
	Pension Benefits Guarantee Fund
	Progress of Pension Reform
	Pension Investment Rules
	Division of Pension Benefits
	Consultation on the Retirement Income System
	Health Care: Drug Pricing
	HST and RST
	Comment


