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Q. An employer currently provides a subsidized early retirement pension and bridge benefits for members 
who retire from active service.  Members terminating prior to eligibility for early retirement are not
eligible for any early retirement subsidies or bridge benefits (i.e. on early retirement, they receive the
actuarial equivalent of the benefit at normal retirement age).  Pursuant to section 42(3) of the PBA, the
plan sponsor now wishes to add a commuted value option for active members who terminate employment 
after eligibility for early retirement.  Does the commuted value option need to reflect the full value of the 
early retirement subsidies and bridge benefits?

A. Yes, as long as the member has met all of the conditions of eligibility for the early retirement and bridge
benefits in question.  Note that employer consent is also deemed to be given pursuant to section 40(3) if all
other conditions have been met.

Section 40(2) of the PBA states that:

An ancillary benefit for which a member has met all eligibility requirements under the 
pension plan necessary to exercise the right to receive payment of the benefit shall be 
included in calculating the member’s pension benefit or the commuted value of the pension 
benefit. (emphasis added) 
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This section provides that the value of all ancillary benefits for which the member has met all eligibility 
requirements (in this case the subsidized early retirement pension and bridge benefits) must be included in the 
calculation of the commuted value.  Therefore, it is not acceptable to calculate and offer the commuted value for 
an eligible member without the early retirement subsidies or the bridging benefits.  To comply with section 
40(2) of the PBA, the plan member’s commuted value option must include these ancillary benefits. 
Alternatively, the commuted value option need not be added for those who are eligible for early retirement and 
bridge benefits. 


