Self-Funded
Leave Program

The Faculty Association
of the
College of New
Caledonia

05/05 L-1 Self-Funded Leave



Self-Funded Leave Program

Purpose:

The purpose of the self funded leave program is to allow employees to defer a portion of their
base salary to finance a future leave of absence.

Definitions:

""Base Salary'' is the normal semimonthly salary and shift differential payable by the College of
New Caledonia to the participant.

""Deferred Salary" is the portion of base salary authorized by the participant to be deducted and
retained by the plan administrator on behalf of the employee.

""Deferral Period" is the period that an employee defers a portion of base salary immediately
prior to commencing the leave period.

""Leave Period" is the period immediately following the deferral period when an employee is on
leave of absence without pay and drawing her/his deferred funds.

"Participant' is an eligible employee who has completed an application for participation in the
Plan.

"Plan Administrator'' is the financial institution authorized to hold, invest, administer and
distribute the deferral funds of the participants in the program.

Plan Administration

Employees are permitted to defer a specified percentage (%) of base salary for a specified period
which will be paid during a future leave of absence of six months or one year.

Salary deferred during the deferral period is not subject to income tax until it is paid out during
the leave period.

The leave of absence must be for a specified period immediately following the deferral period.
The deferral period and the leave period must begin on the first day of a pay period.
Eligibility

All permanent employees including non regular faculty are eligible to apply.

Return to Work

On completion of the Leave of Absence, the employee shall return to duties within the same
division he/she had worked prior to the Leave. The employee must return to work for a period
not less than the length of the Leave (Revenue Canada requires that a participant return to his/her
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regular employment with the same employer or an employer that participates in the same or
similar arrangement after the leave of absence for a period that is not less than the period of the
leave of absence.)

Administration Fees

It will be the responsibility of the participating employee to pay any charges levied by the
financial institution.

How to Apply

A Self Funded Leave Plan Memorandum of Agreement" is completed, and once authorized it
becomes the formal agreement between the employee and the College of New Caledonia
specifying the terms and conditions of the program.

The Plan Administrator will provide each participant with a semi-annual statement showing
amounts contributed and interest earned.

Deferred Funds Administration

The program is administered by the plan administrator. The portion of your salary that you
contribute to the program is deducted through payroll from your semi-monthly salary and
deposited with the plan administrator.

Under federal income tax regulations, interest earned on your account cannot remain in the
program.

Shortly after the end of each taxation year, the plan administrator will issue you a cheque
representing the annual interest earned, minus annual administration fees. The plan administrator
will issue a TS form for income tax purposes. The earned interest must be included as part of
your taxable income in each year.

Early Withdrawal

In accordance with section 68.01 of the Income tax Act, regulating leave plans, withdrawals may
only be made under extenuating circumstances. Therefore, participating employees may
withdraw from the program, with the approval of the human resources director, only under the
following circumstances:

e extreme financial hardship;

e employee is receiving benefits under the Long Term Disability Plan;

e employee begins a leave of absence under provisions of the Collective Agreement;
e termination of employment;

e death of employee
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In the event of an early approved withdrawal from the program, all deferred amounts and
accumulated interest must be paid out in the same calendar year as the withdrawal occurs subject
to full income tax deduction and reported as taxable income in the year received. Any other
deductions as may be required under the Canada Pension Program, the Employment Insurance
Act and any other applicable legislation will be deducted as well.

Information regarding arrangements required to withdraw from the program are contained in the
Withdrawing from Program" section.

Suspension From Participation in the Program

Participating employees may suspend participation in the program on one occasion for a period
of up to twelve months under the following circumstances:

e employee begins a leave of absence under provisions of the Collective Agreement;
e employee is receiving benefits under the Long Term Disability Plan.

The participating employee must give notice of one month stating that he/she wishes to suspend
participation in the program. The suspension period must begin the first day of a pay period and
end on the last day of a pay period.

Deferral Period

The deferral period cannot exceed five years unless participation in the program is suspended.
Refer to the Suspension From Participation in the Program" section for additional information.

A maximum of 33 1/3% of base salary will be deferred in any one deferral year.

All salary increases will be based on what the base salary would have been had the employee not
entered the program.

Benefits and Other Deductions

The status of group benefit plans, statutory deductions and coverage during the deferral and leave
periods is set out below.

Employees should consult with Human Resources to determine their benefit coverage during the
leave period and to make arrangements for prepayment of premiums as appropriate.

Tax Implications
Income tax during the deferral period will be based on your reduced salary.

Deferred earnings will accumulate interest which will be paid annually to the participant by the
plan administrator minus the annual administration fee. A TS5 form will be issued for income tax
purposes. The earned interest must be included as part of your taxable income in each year.

In the event of an early approved withdrawal from the program, all deferred amounts and
accumulated interest must be paid out in the same calendar year as the withdrawal occurs subject
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to full income tax deduction and reported as taxable income in the year receive. Any other
deductions as may be required under the Canada Pension Program, the Employment Insurance
Act and any other applicable legislation will be deducted as well.

College of New Caledonia is not responsible for providing tax advice. Employees will be
expected to seek advice with respect to tax concerns from Revenue Canada or professional tax
consultants.

Suspending Participation

An employee wishing to suspend participation in the Plan must put their request in writing.
Refer to the Suspension From Participation in the Program" section regarding circumstances that
allow suspension of participation.

Withdrawing From the Program

An employee wishing to withdraw from the Plan must put their request in writing. Refer to the
Early Withdrawal" section regarding requirements for withdrawing from the program.

Preparation for Leave

Three months prior to the commencement of leave, the employee will confirm their leave start
date with the employer in order to initiate the payment of deferred funds.

Payment During Leave of Absence

Deferred salary less the required statutory deductions will be paid on a bi-monthly basis by the
College of New Caledonia during the period of leave. During the period of leave, the employee
cannot receive any salary from the College of New Caledonia other than the amounts deferred.
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Summary of Statutory Coverage and Employee Contributions During Self-
Funded Leave Program

Deduction

Income Tax

Canada Pension
Plan

Employment
Insurance

Union Dues

Family
Maintenance
Orders

Deferral Period

Deductions are based on actual
salary received.

Contributions and benefits earned
will be based on actual salary
received.

Coverage will continue.
Contributions will be based on
gross salary prior to the deferral
period.

Deductions are based on actual
salary received.

Deductions are based on the gross
salary prior to the deferral
deductions.

Leave Period

Deductions are based on actual
salary received.

Contributions and benefits earned
will be based on actual salary
received.

You will not contribute nor be
covered during the leave. Your
benefit, on return, will be
determined by EI Eligibility
requirements

Deductions are based on actual
salary received.

Deductions are based on actual
salary received.

Status of Your Benefit Plans During Self-Funded Leave Program

Benefits

Medical Services
Plan

Extended Health Plan

Dental Plan

Basic Life Insurance

Deferal Period

Leave Period

Premiums are paid by CNC in
accordance with provisions of
the Collective Agreements.

Premiums are paid by CNC in
accordance with provisions of
the Collective Agreements.

Premiums are paid by CNC in
accordance with provisions of
the Collective Agreements.

Premiums are paid by CNC for
eligible employees. The
amount of insurance is based
on gross salary prior to the
deferral deduction.

Coverage is optional. If you
remain in the plan, you must
prepay premiums.

Coverage is optional. If you
remain in the plan, you must
prepay premiums.

Coverage is optional. If you
remain in the plan, you must
prepay premiums.

Coverage is optional for
eligible employees. If you
choose to continue, you must
prepay the full cost of the
insurance premiums. Insurance
is based on full (pre-leave)
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Accidental Death &
Dismemberment

Sick Leave

Long Term Disability

Pension Plan

Public Holidays

Vacation/Professional
Development

Premiums are paid by CNC for
eligible employees. The
amount of insurance is based
on gross salary prior to the
deferral deduction.

Benefits continue to accrue as
per the Collective Agreements.

Insured based on what salary
would have been if not in the
program.

Eligible employees will
continue to be a plan member.
Contribution level will be
based on gross salary prior to
the deferral deduction. Full
pensionable service will
accrue.

Pay for public holidays will
continue unchanged during
deferral deduction period.

Entitlement will continue
unchanged during the deferral
deduction period.

salary.

Coverage is optional for
eligible employees. If you
choose to continue, you must
prepay the full cost of the
insurance premiums. Insurance
is based on full (pre-leave)
salary.

Benefit ceases to accrue during
leave period. Employees
becoming disabled during
leave period will have
approved sick leave commence
upon expiry of leave.

Employees becoming disabled
during leave period will have
approved long term disability
benefits commence after expiry
of leave.

Contributions will not be made
during the period of leave.
Upon return to work, this
period of leave may be picked
up as pensionable service
subject to Pension Corporation
terms and Revenue Canada
Rules and Guidelines in place
at the time of return to work.

Employees will receive pay for
public holidays at the same rat
as for other paid days (i.e. if a
public holiday falls on a
Monday, the employee will
receive 5 days' pay for the
week.

There will be no vacation or
professional development
accrual.
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Schedule “A”
SELF FUNDED LEAVE PLAN
MEMORANDUM OF AGREEMENT

| have read the term and conditions of the Self Funded Leave Plan and
understand same and | agree to participate in the Plan under the following
terms and conditions:

1.

Commencement
My deferral shall commence , 20

Number of Years of Participation

| shall participate in the plan for __ years (not to exceed four (4)
years), and my leave of absence shall immediately follow thereafter but
subject to the provisions of paragraph 3 below.

Period of Leave
In accordance with the Plan | shall take my leave of absence from
,20 to , 20 (not to be less than six (6)

consecutive months), but | shall have the right in accordance with the
Plan to postpone such leave for up to twelve (12) months and the
College shall have the right, in accordance with the Plan, to defer such
leave for twelve (12) months.

Funding Leave of Absence

In accordance with the Plan, | direct the College of New Caledonia to
withhold _ percent (not to exceed thirty-three and one-third (33
1/3%) of my current salary during my participation in the Plan.

| understand that | may, by written notice given to one (1)
month prior to in any one year, alter the percentage
amount for the next or subsequent years.

Return to Employment
| understand that | must return to employment with the College of New
Caledonia for a period of time not less than the period of the leave.
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6. Withdrawal from Plan
Only in the case of extenuating circumstances, as described in the Plan,
may | withdraw from the Plan.

7.  Benefits On or After Retirement
This Plan is not established to provide benefits on or after retirement.

8.  Distribution of Earned Income
Interest income earned by participants in the plan is to be declared
annually. The eligible financial institution will remit this income to the
participant annually and will provide the participant with an appropriate
income tax receipt.

NAME: SIGNATURE:
DATE:
AGREED TO By: (THE COLLEGE)
SIGNATURE: DATE:
NEW APPLICANTS
DEFERRED SALARY PLAN
NAME:
ADDRESS:
CITY:
POSTAL CODE:

TELEPHONE:( )

SOCIAL INSURANCE NUMBER:

EMPLOYER:

05/05 L-9 Self-Funded Leave



