Schedule "A" – Pension Benefits Guarantee Fund
We are providing this Schedule in response to common questions that we receive regarding the Pension
Benefits Guarantee Fund ("PBGF").
The PBGF is a fund established under the OntarioPension Benefits Act, which provides limited protection,
subject to specific maximums and exclusions, to members and beneficiaries of an underfunded privately
sponsored single-employer defined benefit pension plan upon wind-up in the event of the plan sponsor's
insolvency. The PBGF is exclusive to Ontario and no other province has a similar fund. The PBGF applies to
pensions in respect of employment in Ontario only. For example, if a member worked 7 years in Ontario and 2
years in Québec as an employee of Stelco or USSC, the PBGF would only apply to the pension for
employment in Ontario.
The PBGF does not guarantee 100% of your pension benefit entitlement. In general, subject to specific
maximums and exclusions, the PBGF covers the unfunded portion of the first $1,000 per month of your
monthly pension. Your monthly pension above $1000 per month will be paid in accordance with the funded
ratio of the Plan.
The following simplified examples demonstrate how the PBGF works for members of an underfunded pension
plan on its wind-up. These examples do not take into account the administrative costs associated with the
wind-up of a plan. Those costs are typically charged to the fund of the pension plan and thus would ultimately
be incurred by the plan members, thus potentially further reducing the monthly pension amount where the plan
is underfunded on its wind-up.

EXAMPLE #1:
Joe has a pension benefit entitlement of $2,000/month. On plan wind-up, it is determined that the pension
plan's funded ratio is 80% (i.e. a 20% wind-up solvency deficiency). Therefore, the plan can only pay 80% of
the benefit promised or $1,600/month (i.e. a 20% reduction).
The PBGF applies to Joe's plan. The PBGF guarantees that the unpaid 20% of Joe's first $1,000 in monthly
pension is paid, or an additional $200 per month. The amounts payable to Joe under the plan and the PBGF
would be as follows:
•

First $1,000/month is fully guaranteed (the plan pays $800/month and the PBGF pays $200/month) +
any monthly pension in excess of $1,000/month is paid at the plan funded ratio (80% of $1,000/month
= $800/month)
After the PBGF is applied, Joe's pension benefit entitlement will be$1,800/month ($1,600/month from the
plan + $200/month PBGF supplement).
In summary, the PBGF fund would cover the 20% loss on the first $1,000/month, which amounts to only
$200/month; the remaining $200/month in lost pension income is not covered. The net result is a pension
benefit of $1800 per month.

EXAMPLE #2:
Jane has a pension benefit entitlement of $1,000/month. On plan wind-up, it is determined that the pension
plan's funded ratio is 70%. Therefore, the plan can only pay 70% of the benefit promised or $700/month.
The PBGF applies to Jane's plan. The PBGF guarantees that the unpaid 30% of Jane's first $1,000 in monthly
pension is paid. After the PBGF is applied, Jane's pension benefit entitlement will be $1,000/month (the plan
pays $700/month and the PBGF pays $300/month).

