




[image: FINAL_OSSTF BENEFITS_LOGO (005)]


Funding Policy



Ontario Secondary School Teachers Federation (OSSTF) Benefits
Employee Life and Health Trust





	Effective Date:
	March, 2021










[bookmark: _30j0zll]Contents	

1.	Purpose	1
2.	Policy Considerations	2-3
3.	Underlying Principles	4
4.	Key Risks	5-6
5.	Management of Risk	6
6.	Actuarial Valuations	7
7.	Benefit Adjustments	8
8.	Funding Targets	9
9.	Risk Mitigation	10
10.	Surpluses and Deficits	11
11.	Communications	12
12.	Review and Monitoring	13






1. [bookmark: _Toc520275058]Purpose

1.1 Application
This Funding Policy (the "Policy") applies to the Ontario Secondary School Teachers Federation (OSSTF) Employees Life and Health Trust (the "OSSTF Benefits” or “Trust"). The Trust is governed by the Board of Trustees of the Ontario Secondary School Teachers Federation Employees Life and Health Trust (the “Trustees”).

1.2 Purpose
This Policy outlines the framework for the prudent long-term financial management of the Trust. The purpose of the Policy is to guide the Trustees' decision-making process in regard to the Trust's funded status so as to achieve the Trust's primary goal that its assets and the expected contributions to the Trust are sufficient to meet obligations as they fall due.

The policy principles described herein are intended to be used as guidelines for establishing funding requirements. Notwithstanding anything to the contrary in this Funding Policy, the Trust will comply with all applicable legislation and regulatory requirements.

1.3 Responsibility
The Trustees have ultimate responsibility for the operation of the Trust.
With respect to the financial management of the Trust, and in addition to those responsibilities described in any other Trustee policy, the specific responsibilities of the Trustees as they relate to funding of the Trust are:
a) To ensure proper funding such that assets and expected contributions are sufficient to meet the obligations of the Trust;
b) To have actuarial valuations and projections prepared to assist funding policy decisions; 
c) To make and implement decisions regarding plan administration or delivery costs, and investment expenses;
d) To make and implement decisions regarding eligibility for benefits under Plans administered by the Trustees and the setting of Trust benefit provisions, including any enhancements or reductions to benefits and changing the level of plan member contributions.


2. [bookmark: _Toc520275059]Policy Considerations

2.1 Nature of the Trust
The Trust was the result of negotiations between the Ontario Secondary School Teachers Federation, the Ontario Government (the “Crown”) and the Ontario Public School Boards’ Association (OPSBA). The parties agreed to a fixed collectively bargained employer contribution rate plus additional funding in respect of implementation costs and to establish a Claims Fluctuation Reserve. 
OSSTF Benefits was established on October 6, 2016 and is an independent trust for the sole purpose of providing designated employee benefits for the Trust's beneficiaries as outlined below and in the Trust Agreement. Expenses associated with the management and administration of the Trust will be paid from the Trust.

2.2 Liability Structure
a) Trust Membership 
The Trust provides benefits to eligible individuals represented by the Ontario Secondary School Teachers Federation. Each Ontario school board will provide data to the Trust for purposes of administering the Trust. 
b) Benefits
The Trust provides for designated employee health and dental benefits and life insurance benefits including accidental death and dismemberment, medical second opinion and navigational support benefits.  
c) Nature of Liabilities
The benefits provided by the Trust are subject to inflation as a result of expected increases in the costs of the benefits provided. Some types of benefits may experience significant cost increases (e.g., new biologic drugs) and/or volatility in claiming patterns (e.g., life insurance). Other benefits may decline in price (e.g. if a drug patent expires, or its regulated price decreases). 

d) 	Income Taxation of OSSTF Benefits
OSSTF Benefits is a taxable "employee life and health trust" and is liable for the payment of income taxes as applicable.
e) Separate Accounts
All income received, and benefits provided by the Trust must be accounted for separately for each distinct group (e.g. OSSTF teachers and OSSTF education workers). Funds may be pooled for purposes of investments and common expenses. All administrative expenses incurred with respect to a specific account will be allocated appropriately to that account.




f) Retirees
Eligible retired OSSTF employees who commenced participation in a predecessor benefit plan on a subsidized or non-subsidized rating basis on or before October 6, 2016 and are still participating when eligible retirees are transitioned into the OSSTF ELHT will be eligible to receive designated benefits from OSSTF Benefits. The funding of retiree benefits is not addressed in this document.

2.3 Definitions of “Year” for Trust
OSSTF Benefits files tax returns on a Calendar Year (January 1 to December 31) basis, and external audits are also performed for Calendar Year periods. 
The Trust's Benefit Plan Year is the 12-month period from September 1 to August 31. The Benefit Plan Year is the period used for the measurement of the insurer renewal, the development of the Claims Fluctuation Reserve and other plan reserves as well as for the preparation of the actuarial valuation of the plans and the assessment of the financial position of the plans. Benefit Year results may be extrapolated to the Calendar Year for purposes of reporting to the OSSTF, OPSBA and the Crown.

2.4 Funded Status
At October 6, 2016, the Government provided funding for the establishment of a Claims Fluctuation Reserve equal to $19.4M in respect of OSSTF teachers and $7.8M in respect of OSSTF education workers. Any remaining funds from the start-up funds, not used to implement the Trust will be contributed to the Trust. Based on the level of employee contribution towards the rates, a portion of any available and eligible Claims Fluctuation Reserve or Incurred but Not Reported reserve or plan surpluses previously owned by a school board and held at an insurer, will be contributed to the Trust. The funded status of the separate accounts within the Trust will be determined at the end of each Benefit Plan Year (i.e., August 31). The purpose of the Claims Fluctuation Reserve is to mitigate the effect of unanticipated changes in claiming patterns, investment returns, administration costs and legislation. The Trustees may decide to establish additional reserves to address specific contingencies.



3. [bookmark: _Toc520275060]Underlying Principles

3.1 This Policy is developed with a foundation in four underlying principles, as follows:
Principle 1. There should be an even-handed sharing of risk and reward between classes of Trust beneficiaries. To fulfill this principle, the Trustees will act impartially between classes of members after considering all proper considerations when making any changes to the Trust’s benefit provisions. 
Principle 2. The primary focus for the Funding Policy is the financial basis upon which benefits are provided to Beneficiaries including setting out the consequences of deficiencies or surpluses in relation to the Trust’s liabilities and the consequences of contribution shortfalls or excesses in relation to the costs of the benefits.
Principle 3. The level of benefits to be provided to Trust beneficiaries should be determined and assessed, from time to time, on a long-term going concern basis which incorporates enough conservatism so that the Trustees believe it to be realistic that the benefits can be provided with a reasonable probability and that the Trust is sustainable in the long-term
Principle 4. Market yields on nominal long-term government bonds are the best unbiased measure of future investment performance for a lowest risk investment portfolio. The Trust will manage its investments with due regard to balancing risk and return objectives. The Trust will execute an investment strategy designed to deliver a long term return sufficient to sustain the reserves of the trust in addition to providing sufficient liquidity to meet the Trust’s financial obligations. After making certain deductions, investment income is subject to income tax.



4. [bookmark: _Toc520275061]Key Risks

4.1 Key risks faced by the Trust are outlined below. These risks should be considered in the context of the Underlying Principles articulated in Section 3 above. 
a) Claiming Costs and Patterns:  This relates to the risk claims costs, or their frequency, are higher than estimated. This includes the risk that claims costs increase at a faster rate and/or utilization is higher than assumed in assessing the sufficiency of contributions. Benefit fraud risk must also be considered. 
b) Membership:  There may be a risk to the Trust if the membership profile changes significantly. This could also be the result of changing employment patterns whereby there is a larger portion of part-time employment or eligible long term occasional teachers or the age, gender or single/family coverage profile of the membership changes as examples.
c)	Member cost – sharing:  There may be risk to the Trust to the extent that 	member cost-sharing is not held to the agreed upon proportion of the benefit 	costs each plan year. The member cost – sharing may differ due to the lag in 	implementing premium increases or decreases or due to implementation of a 	member premium change that is different than the aggregate premium change.  
c) Regulatory:  Regulatory risk is the risk that legislative or regulatory changes (e.g., delisting medical services covered by the Ontario Health Insurance Plan, repeal of OHIP+) occur which impact adversely on the liabilities of the Trust. 
d) Investment:  Investment risk relates to investment returns achieved by the Trust that are either not commensurate with the level of risk being assumed or do not meet the long term expected return targets set out by the Trust. 
e) Fixed funding:  The funding of the Plan is fixed based on the collective agreement. There is a risk that the funding is not sufficient and that CFR will be exhausted with no ability to negotiate higher per FTE funding amounts. If Plan funding levels are negotiated in a renewal collective agreement, but the renewal agreement is not concluded in a timely way, there is also a risk that Plan funding will fall behind and the CFR will be exhausted pending the conclusion of negotiations and any retroactive payments.
f) Other risks identified by the Trust outlined in the OSSTF ELHT Risk Dashboard

Some of the risks outlined above are beyond the control of the Trustees whereas others may be managed by the Trustees over time. For example, regulatory risks are not within the control of the Trustees but claiming cost risk can be controlled through the establishment of lower benefit levels and other plan management approaches. This Policy is intended to provide a framework for the Trustees to prudently manage and monitor risk, where possible and practical.

5. [bookmark: _Toc520275062]Management of Risk

5.1 The Trust’s liability structure and cash flows, both current and projected, and related risks are considered, monitored and managed in the following main ways:
a) Claims Reviews:  Periodically the Trustees will conduct a detailed review of claiming patterns and changes in the provision of health care in Ontario to ensure the benefits are provided as efficiently as possible in the best interests of the Trust’s beneficiaries. The Trustees may also review the management practices appropriate for a group benefits plan. The Trustees shall determine the frequency of these reviews based on emerging experience of the Trust.
b) Benefit/claims audits:  Periodically on the advice of the consultant and/or insurer, the Trustees will audit the claims submitted by a member or a provider to ensure alignment with the plan terms and insurance policy.
c) Projection Studies:  The Trustees will conduct annual actuarial valuations of the plan in accordance with s.6.1.
d) Statement of Investment Policies and Procedures (the “Investment Policy”):  The Investment Policy reflects estimated cash flows (claims, expenses and revenues) and the current fund assets. The Investment Policy is monitored and approved or amended by the Trustees at least annually.
e) Monitoring of the Plans:  The Trustees may perform additional monitoring of the financial position of the Plans.


6. [bookmark: _Toc520275063]Actuarial Valuations

6.1 The Trustees shall undertake annual actuarial valuations of the Trust. The annual actuarial valuation will incorporate projections of the adequacy of contributions including assessments of claims, expenses and revenues for at least three years. The Trustees may periodically, or in conjunction with the annual actuarial valuation, conduct sensitivity analysis assessing key factors affecting the long-term sustainability of the Trust.

6.2 For the purposes of the annual actuarial valuation of the Trust:
a) All key actuarial assumptions will be determined based on best estimate assumptions. Adjustment to such assumptions, to incorporate margins for adverse experience (conservatism), will be reviewed with the aid of any supporting analysis or documentation and included, as directed by the Trustees, in the claims trend assumptions, the claims cost assumptions, investment return assumptions and any other assumptions relevant to the analysis.
b) Claims and demographic assumptions will be based on Trust experience, where practical, or on industry standard experience, modified as appropriate. 
c) Assumptions for administrative and investment related expenses, shall be based upon the advice of the Trustees.
d) Assumptions for employer contributions beyond the expiry of a current central collective agreement shall reflect a range of possible outcomes that are based upon the advice of the Trustees.
e) The actuarial valuation will be subject to the applicable standards of practice of the Canadian Institute of Actuaries.

6.3 The actuarial basis or methods will be developed in conjunction with the preparation of the actuarial valuation as required in section 6.1.



7. [bookmark: _Toc520275064]Benefit Adjustments 

7.1 The Trustees may consider changes to the Trust’s benefit or eligibility provisions from time to time. 

7.2 The Trustees will consider all relevant factors in assessing whether to adjust benefit or eligibility provisions. 

7.3 If the actuarial report projects the Claims Fluctuation Reserve balance to be less than 8.3% of Trust claims and expenses or such higher level as may be required under the applicable Central Collective Agreement from time to time. at the conclusion of a projected three-year period, then administrative or plan design changes must be made to address the projected shortfall in the Claims Fluctuation Reserve.  If the motion to adjust the plan design does not pass, the Trust will increase member share premiums to restore the balance above 8.3% of Trust claims and expenses or such higher level as may be required under the applicable Central Collective Agreement from time to time. . 

7.4 These changes must be made and in effect prior to the end of the three year actuarial valuation that projected the Claims Fluctuation Reserve balance to be less than 8.3% of Trust claims and expenses or such higher level as may be required under the applicable Central Collective Agreement from time to time. .

7.5 In lieu of, or in addition to, changes to benefit provisions, the Trustees’ may consider changing the level of monthly contributions by plan members.



8. [bookmark: _Toc520275065]Funding Targets

8.1 The Trustees will consider establishing funding targets once experience has developed under the Plans. Funding targets may include maintaining the Claims Fluctuation Reserve at or above a prescribed percentage (in excess 8.3% of Trust claims and expenses or such higher level as may be required under the applicable Central Collective Agreement from time to time. ) of plan expenses. 

8.2 The Trustees may establish additional reserves for various contingencies and fund them appropriately as they see fit.




9. [bookmark: _Toc520275066]Risk Mitigation
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9.1 The Trustees may consider implementing appropriate financial risk mitigation techniques such as stop-loss insurance or other financial arrangements. The cost of such insurance or financial arrangements will be evaluated against the coverage provided and the ability of the Trust to withstand fluctuations in claiming patterns.

9.2 The Trustees will consider implementing appropriate mechanisms to efficiently provide the Trust’s benefits. Such mechanisms may include mandatory generic drugs, drug pre-authorization, fraud prevention techniques and any other approaches that may be available to the Trust.

9.3 The Trustees will conduct periodic actuarial analyses to determine the appropriate level of Claims Fluctuation Reserve and other reserves as may be considered appropriate for the Trust to maintain. Other reserves may be an Incurred-But-Not-Reported claims reserve, a member cost sharing reserve, a contingency margin or investment return reserve as a few examples. 

9.4 Any surplus that emerges under the plan will initially be used to increase the Claims 	Fluctuation Reserve to the original 15% funding level or such higher level as may be 	required under the applicable Central Collective Agreement from time to time. .  The 	Board may consider annually thereafter, other allocations of these funds, including 	changes in plan design or premium reduction.  
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10.1 Surplus (deficit) is defined to be excess (shortfall) of the actuarial value of assets and contributions of the Trust over the expected value of claims and expenses determined over a three-year projection period.

10.2 Surpluses developed in the Trust may be used to:
a) Fund future claims in conjunction with the fixed funding contained in the OSSTF collective bargaining agreement;  
b) Fund claims stabilization or other reserves;  
c) Improve plan design;  
d) Expand eligibility as permitted in the trust document;
e) Reduce member premium share; and
f) 	Any other changes approved by trustees. 

10.3 Projected funding deficiencies at the conclusion of a three year projection period will be addressed no later than the last plan renewal (as of September 1st) prior to the conclusion of the 3 year projection period using one or more of the following methods, as determined by the Trustees: 
a) Use existing claims stabilization funds;  
b) Increase member premium share;  
c) Change plan design;  
d) Implement cost containment tools;
e) Adopt measures to decrease administrative or delivery costs;
f) 	Any other changes approved by trustees. 
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11.1 The Trustees will provide annual reports to Trust beneficiaries and to the parties of the Trust Agreement (OSSTF, OPSBA, Crown) on the experience of the Trust.

11.2 The Trustees will provide access to the Funding Policy to Trust beneficiaries and to the parties of the Trust Agreement (OSSTF, OPSBA, Crown).

11.3 The Trustees will provide an audited financial report annually to the parties to the Trust Agreement (OSSTF, OPSBA, Crown). 
[bookmark: _35nkun2][bookmark: _Toc520275069]
12. Review and Monitoring

12.1 This Policy may be reviewed and revised at any time, but the Trustees will formally review it at least annually.
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