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QUÉBEC GOVERNMENT ACTION PLAN ON THE
FUTURE OF PENSION PLANS

On December 12, 2013, the Québec government unveiled its action plan on the future of
Québec pension plans along with its proposed timeline for implementing the plan, including the
tabling of two bills in 2014. The government’s plan comes in response to the recommendations
of the Expert Committee on the future of the Québec retirement system, which published its
report (the D’Amours Report) in April 2013, as well as the special consultations conducted by a
parliamentary commission this past summer.

Mercer Comments
We are pleased that the government has followed up on the D’Amours Report. Urgent action is
needed to ensure the future of pension plans. Having a clear framework in place will foster the
development of solutions to the problems faced by defined benefit pension plans. The proposed
process takes into account the issues specific to both the private and public sectors.

However, for the process to give results, the consultations and discussions among stakeholders
must be carried out once and for all and within a definite time frame.

We agree with the proposal that the longevity pension be the subject of a Canada-wide
discussion. We consider that any change to public pension plans for workers must be
coordinated across Canada.

We also note that certain interesting recommendations put forth in the D’Amours Report and by
other experts have not been included in the action plan. We encourage the government to
consider these recommendations in the near future, including, for example, the introduction of
target benefit plans and certain required adjustments to multi-employer plans. It is our opinion
that the government’s action plan should also deal with public sector pension plans not under
the supervision of the Régie des rentes.
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Following is a brief description of the government’s guiding principles and positions as well as
its suggested timeline.

Four guiding principles
The government’s action plan is based on four guiding principles: intergenerational equity,
taxpayer ability to pay, protection of retirees’ pensions and actual funding costs.

The government’s positions
The government’s plan follows up on some of the key recommendations in the D’Amours
Report relating to the future of defined benefit pension plans.

The government considers that the creation of a longevity pension should be the subject of
discussions between the provinces, the territories and the federal government, as should be the
possibility of improving the Québec Pension Plan.

For defined benefit pension plans, the government plans to introduce a mandatory fifty-fifty cost
sharing arrangement between employers and active members of public sector pension plans
with respect to future service.

The government is in favour of having two distinct funding solutions for private sector and public
sector plans. For private sector plans, the government is basically proposing the adoption of the
enhanced funding method put forth in the D’Amours Report, with certain adjustments if needed.
This would mean that the solvency approach would no longer affect pension plan funding. For
public sector plans, the existing funding rules would be maintained, for the most part, while
emphasizing more balanced funding.

Finally, the government considers that it is necessary to restructure both private sector and
public sector defined benefit pension plans through negotiations between employers and
employees. The government is thus proposing a two-year process beginning on January 1,
2014 that includes the following steps:

1) The process will first involve the creation of three discussion forums: one for the
private sector, one for the municipal sector and one for the university sector. The work
of the three forums will take place over four months, from January 1 to April 30, 2014.

The discussion forums will study the most appropriate funding measures for each
sector, the parameters for governing the pension plan restructuring, and the criteria
that should guide the work of the labour relations board which will be asked to make a
final decision in some restructuring cases.

The consensus reached by each forum could be taken into consideration by the
government when it tables its bills in 2014. The first bill will be presented in the spring
and its objective will be to provide a legal framework for the restructuring process.

2) The discussion forums would be followed by a period of negotiations, from July 1 to
December 31, 2014, focused on restructuring the pension plans. In the fall of 2014,
the government plans to table a second bill to set out in a more specific manner
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certain technical terms of the action plan, including the new funding rules.

3) Should the negotiations in 2014 result in an impasse, the process calls for the
appointment of a mediator, who would then focus on the issue for six months, up to
June 30, 2015.

4) Finally, if necessary following discussions held with the assistance of the mediator, the
labour relations board would render a decision before the end of 2015.

The Régie des rentes du Québec would validate the solutions proposed by the discussion
forums and the agreements concluded between the stakeholders.

For more information, contact your Mercer consultant or the following Mercer consultants:

Michel St-Germain Benoit Hudon Louise Coderre F. Hubert Tremblay
514 841 7576 514 841 8899 514 841 7820 514 841 8824
michel.st-germain@mercer.com benoit.hudon@mercer.com louise.coderre@mercer.com fhubert.tremblay@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.
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