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on the front cover:
Bill Garrett’s job as a Collections Officer at Ontario’s Ministry
of Revenue has trained him to keep his eye on the bottom
line. That’s why he sees his OPTrust pension as a valuable
investment for the future.

“I may be retiring soon, so I know how important
a secure pension is. Even with the increase in our
contributions, the pension plan is still a good deal
for members. I have my own investments, so I wasn’t
surprised that the economic crisis affected the Plan.
I think it was the right decision to raise contributions
instead of reducing benefits. I’m glad we have a say in
the Plan through our union.”

Bill Garrett,

OPTrust Member, Ministry of Revenue

OPSEU
Pension
Trust
With invested assets of $12 billion, the OPSEU Pension Trust (OPTrust)
manages one of Canada’s largest pension funds and administers the
OPSEU Pension Plan, a defined benefit plan with more than
82,000 members and retirees.
Our mandate

In 2009, OPTrust:

OPTrust was launched in 1995 to provide
service and security to the members and
retirees of the OPSEU Pension Plan. Fifteen
years later, we continue to focus on three
key objectives:

•A
 chieved an annual investment return
of 13.6%, more than double the Plan’s
6.75% funding target

•G
 enerating the long-term rate of return
on investments needed to support the
pension promise
•D
 elivering the finest service and
communications to our members and
pensioners
•E
 nsuring that our membership has a real
voice in the Plan through joint trusteeship

•A
 djusted the Plan’s long-term asset mix
policy to reduce the Fund’s investment
risk and increase our ability to meet or
exceed our target return over time
•W
 orked with the Plan’s sponsors to
proactively manage the funding deficit
resulting from the Plan’s 2008 investment
losses while maintaining the value of
members’ future pensions
• Implemented a gradual 3% increase
in contribution rates recommended by
OPTrust and approved by the sponsors.
Taking effect over three years starting in
2010, the increase will reduce the Plan’s
funding deficit by $1.2 billion
•F
 iled a funding valuation that identified
a remaining deficit of $606 million as
of the end of 2008. The deficit is being
eliminated through payments from the
Plan’s rate stabilization funds amortized
over 15 years
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2009
at a Glance
Funding Highlights
				AFTER	
				CONTRiBUTION
				
INCREASE

			
			
At December 31 ($ millions)

2009
2008
INTERIM
FILED
VALUATION	VALUATION

Net assets available for benefits
$ 11,989
294
Actuarial smoothing adjustment		

				
Current cost of future pensions		 16,595		
				
828		
Rate stabilization funds		
Surplus (deficit)		
(393)		
$

435

2008

$ 10,987
$ 10,987
927		
927

Actuarial value of net assets		 12,283
4,747		
Present value of future contributions
TOTAL ASSETS		
17,030

NET SURPLUS (DEFICIT)

BEFORE
CONTRIBUTION
INCREASE

$

11,914		
4,653		
16,567		

11,914
3,414
15,328

16,353		

16,353

820		
(606)		
214

820
(1,845)

$ (1,025)

Managing the Plan’s Deficit
In 2009, OPTrust and the Plan’s sponsors implemented a proactive strategy to manage the funding
shortfall caused by investment losses in 2008. This strategy included capping the investment losses
that were deferred – or “smoothed” – for recognition in future years, and gradually raising members’
and employers’ contribution rates by 3% of salary over three years, starting in 2010.

As a result, the Plan’s 2008 funding valuation identified a deficit of $606 million, which is being
eliminated through payments from the Plan’s rate stabilization funds. In 2009, strong investment
returns and other experience gains helped reduce the deficit to $393 million. Without the increase in
contribution rates, the deficit would have been $1,845 million at December 31, 2008, and $1,716 million
at the end of 2009.

Membership Snapshot
At December 31

		

2009

2008

Active members					 47,316		 47,850
1,278		
1,782
Former members with entitlements in the Plan				
Pensioners						
Current					 24,758		 23,686
Deferred					 8,990		 8,806
Total members and pensioners				 82,342		

82,124
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2009
at a glance

nET aSSETS avaIlaBlE FOr BEnEFITS

InvESTMEnT PErFOrMancE

06

05

07

08

09

5-year

Since
inception

01

11.0

12.0

13.6

10.5

9.6

11.8
00

8.5

9.4

10.0

8.4
7.5
7.3

5.4

4.9
7.0

13.1

14.3
6.75

13.6
(16.8)

(16.2)

7.0

5.6
4.2
7.0

6.75

13.4
11.7
7.5

15.6

14.6

At December 31 ($ billions)

02

03

04

05

06

07

08

09

OPTrust’s return (%)
Benchmark (%)
Funding target return (%)

FUndInG SUrPlUS (dEFIcIT)

At December 31 ($ billions)

At December 31 ($ millions)

02

04

05

06

05

06

Total assets

Surplus (deficit)

Total liabilities*

Rate stabilization funds

Surplus

Net surplus (deficit)

07

435
(393)

(606)

214

470

408

(105)

(71)

(517)
07

322

427

446

15.9

15.0

09

14.9

14.3

08

13.8

13.8
13.3

13.3
03

17.0

01

16.6

12.2

00

12.2

12.0

13.0

12.7

12.2

12.1

16.3

820

878

828

FUndInG aSSETS and lIaBIlITIES

17.4

The Plan’s net assets rose to $12 billion in 2009, up by $1 billion
from the year before. The increase resulted from investment
income of $1.3 billion for the year. This was partly offset by
benefit payments and expenses that exceeded contributions
by $346 million.

17.2

OPTrust’s diversified portfolio achieved a 13.6% return for 2009,
compared to 14.3% for our weighted benchmark and the Plan’s
6.75% funding target return. OPTrust’s average return of 8.4%
since the Plan’s launch in 1995 exceeds both our benchmark and
the Plan’s funding target for the same period.

08

09

Deficit

The recognition of $1.7 billion in investment losses as of
December 31, 2008, was partly offset by an additional
$1.2 billion in assets due to the increase in contribution
rates, starting in 2010. As a result, the 2008 funding valuation
identified a deficit of $606 million. Strong investment returns
in 2009 helped reduce the deficit to $393 million at year-end.
* Includes rate stabilization funds.

Despite its $606 million funding deficit, the Plan had a net
surplus of $214 million at the end of 2008, after accounting
for rate stabilization funds of $820 million. These funds were
set aside by the sponsors from past funding gains and are now
being used to pay down the deficit over a maximum of 15 years.
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Message from the Chair
and Vice-Chair

The year 2009 was one of both significant challenges and
important achievements for the OPSEU Pension Plan, its
sponsors and our 82,000 members and retirees.
Like other major pension funds, the Plan experienced
a substantial investment loss in 2008 due to the global
financial crisis. The OPSEU Pension Trust (OPTrust)
therefore faced two key tasks in 2009: addressing the
funding implications of the 2008 investment loss and
positioning the Plan to continue generating long-term
investment growth in the future.
As this report describes, OPTrust has taken effective
measures to achieve both of these critical objectives. We
have worked closely with the Plan’s sponsors – OPSEU
and the Government of Ontario – to ensure the long-term
security of the pension promise made to our members
and retirees. In the process, we have demonstrated the
continuing strength of the joint-sponsorship governance
model on which the Plan was founded.

Investing for the future
As an investment manager, OPTrust’s goal is to generate
the rate of return needed to provide members and
pensioners with a secure lifetime pension in their
retirement. To meet this objective, the Fund is expected to
achieve the Plan’s annual funding target return of 6.75%
over the long term.
In 2009, OPTrust undertook a major review of the Plan’s
diversification strategy to ensure we are well positioned
to meet this goal. As part of this process, we carried out
a major asset/liability study, which modelled both the
expected performance of a range of possible changes to
the Fund’s long-term asset mix and the expected growth
in the Plan’s pension liabilities, under different economic
scenarios.
Based on the study’s findings, the Board approved several
adjustments to our long-term asset mix. These changes
build on the evolution of OPTrust’s investment program
since 2004 and will be implemented over several years.
Taken together, these adjustments will help OPTrust
meet two objectives: reducing overall investment risk
and increasing our ability to meet the Plan’s funding
requirements over the long term.

Market recovery
In the meantime, the Plan benefited from a sharp rebound
in public equity markets in 2009, and strong returns from
our infrastructure and real return bond portfolios. As a
result, OPTrust achieved an overall investment return of
13.6%, more than double the Plan’s 6.75% funding target.
This strong performance contrasts with our 16.2%
investment loss during the market downturn in 2008.
Over the longer term, OPTrust has achieved an average
annual return of 8.4% since the Plan’s inception in 1995,
outperforming both our 7.5% benchmark return and our
7.3% funding target for the same period.
In 2009, investment earnings helped increase the Plan’s
net assets to $12 billion at year-end, up by $1 billion from
2008. Given the Plan’s funding requirements, however,
this one year of growth was not enough on its own to
make up for our $2.4 billion investment loss in 2008.

Deficit management
The 2008 loss has had a significant impact on the Plan’s
funding. In 2009, an initial actuarial valuation identified
a total funding shortfall of $2.7 billion as of the end
of 2008, including both the Plan’s funding deficit and
the “smoothed” investment losses to be deferred for
recognition over the following four years.
OPTrust therefore worked with the Plan’s sponsors to
implement a proactive strategy for managing the Plan’s
deficit. The main elements of this strategy included:
•	capping the investment losses that would be deferred
for recognition between 2009 and 2012 at $927 million
•	filing the Plan’s 2008 funding valuation with Ontario’s
pension regulator to allow the sponsors to start
addressing the Plan’s $1.8 billion deficit as soon
as possible
•	reducing the deficit by $1.2 billion by implementing
a gradual 3% increase in contribution rates as
recommended by OPTrust and approved by the sponsors
•	phasing in the contribution increase over three years
starting in 2010, to mitigate the immediate impact on
members’ take-home pay and employers’ payroll costs
•	drawing on the Plan’s rate stabilization funds to pay
down the remaining $606 million deficit over 15 years.

OPTrust Annual Report 2009
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Message from the Chair
and Vice-Chair

Tony Ross,

Chair

The result is a balanced approach that achieves three key
objectives:
•	addressing the current deficit and meeting the Plan’s
long-term funding requirements
•	moderating the impact on members’ and employers’
contribution rates
•	maintaining the value of members’ future pension
benefits.

Funding outlook
OPTrust’s strong investment returns for 2009 have helped
further strengthen the Plan’s funding outlook. In April
2010, an interim valuation showed that the funding deficit
had been reduced to $393 million at December 31, 2009,
down by $213 million from 2008. Two factors contributed
to the drop in the deficit: the recognition of part of our
2009 investment gains and slower than expected growth
in the Plan’s pension liabilities over the year. At the same
time, the smoothing of a portion of our 2009 investment
gains reduced the Plan’s net deferred losses to
$294 million, down from $927 million a year earlier.

Maurice Gabay,

Vice-Chair

This improvement in the Plan’s funded position is very
welcome news. However, even with the gradual 3%
increase in contribution rates, we expect the Plan to be in
a deficit position until at least 2017, assuming we achieve
our 6.75% funding target return over this period. In
the meantime, the Plan’s rate stabilization funds will be
sufficient to pay down the balance of the funding shortfall,
while providing a measure of flexibility in the event of
future losses.

Shared risks and rewards
Prudent decisions by OPSEU and the Government of
Ontario have been central to OPTrust’s ability to manage
the Plan’s current deficit. Under our joint-sponsorship
governance model, the Plan’s membership and the
Government of Ontario share equally in any funding
gains the Plan may experience. They are also equally
responsible for making up any funding shortfalls.

6
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2009
h ig h lig hts

Approved changes to the
Plan’s long-term asset mix
to reduce investment risk
while increasing OPTrust’s
ability to achieve our target
return over time

This shared responsibility has led both OPSEU and the
Government of Ontario to set aside a portion of the Plan’s
past gains in separate “rate stabilization funds.” Totalling
$828 million for funding purposes at the end of 2009,
these funds are now being used by the sponsors to help
reduce the impact of the funding shortfall on members’
and employers’ contribution rates. While not large
enough to avoid a contribution increase entirely, the
rate stabilization funds have allowed the sponsors to limit
the size of the increase and to phase it in gradually over
three years.
The sponsors’ shared responsibility also underlies their
adoption of a proactive approach to meeting the Plan’s
long-term funding needs, including the phased increase
in contribution rates. As a result, we expect the Plan’s
rate stabilization funds will be sufficient to manage the
balance of the Plan’s deficit, based on current actuarial
assumptions.

Service excellence
In addition to ensuring the security of their lifetime
pensions, OPTrust members and retirees look to us to
provide high-quality cost effective services, tailored to
their individual needs.
To help deliver on this mandate, the Board approved a
three-year strategic plan for OPTrust’s Administration
Division. Under this plan, we will implement a set of key
performance indicators to help measure the effectiveness
of our operations and identify areas for improvement. We
will continue enhancing our internal systems to achieve
efficiencies in the way we process pension transactions.
And we will expand the range of information and services
available through our secure Online Services website. In
the meantime, we will continue providing prompt, personal
service to the thousands of members who contact us
every month by telephone, mail, in person or online.

Worked with OPTrust’s
sponsors to address the
Plan’s funding deficit and
maintain the value of
members’ future pensions,
while moderating the impact
on contribution rates

Completed a strategic
review of our investment
program, enhancing both
our governance practices
and our ability to execute
decisions in an increasingly
challenging business
environment.

Plan governance
To ensure that we meet our fiduciary obligations to the
Plan’s members and sponsors, the Board regularly reviews
our internal governance practices against industry
standards and the Plan’s evolving needs. In 2009, we
completed a major review of our investment program to
ensure that the necessary processes, staff and resources
are in place to execute our long-term investment strategy.
Based on this review, the Trustees have approved a
series of measures to enhance investment governance at
OPTrust. For the Board and our Investment Committee,
this means a sharper focus on setting policy, ensuring
rigorous management and decision-making processes,
and monitoring compliance and fund performance. At
the same time, we have taken steps to strengthen senior
management’s responsibility and accountability for
operational and investment decisions. The result is a
system that combines a clear policy framework, detailed
analysis and robust due diligence with the ability to
execute sound investment decisions in an increasingly
competitive marketplace.
We have also continued to strengthen our responsible
investment and corporate governance program. In 2009,
the Board approved of a detailed statement of responsible
investing principles to help further integrate sound
corporate governance, labour rights and environmental
practices into our investment program. We have also
reviewed and updated our proxy voting guidelines and
delegated responsibility for all voting decisions to OPTrust
management.

OPTrust Annual Report 2009
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Leadership changes
There were a number of significant leadership changes
at OPTrust in 2009. Heather Gavin left OPTrust after
four years as Chief Administrative Officer and Plan
Manager. Heather previously served for 10 years as a
Trustee and played a major role in the establishment of
the Plan as a member of OPSEU’s senior staff. On behalf
of the Trustees, we thank Heather for her dedication to
OPTrust’s membership and wish her every success in the
future.
Bill Foster was selected to succeed Heather as Chief
Administrative Officer in late 2009. A member of
OPTrust’s senior management for more than 10 years,
most recently as Vice-President of Member and Pensioner
Services, Bill played a leading role in developing both our
Administration Division’s strategic plan and OPTrust’s
current deficit management strategy. We look forward to
working closely with him over the coming years.
In 2009, the Board of Trustees welcomed three new
appointees. Scott Campbell is Ontario’s former Corporate
Chief Information Officer; Ron Langer is a Senior Business
Advisor with the Ministry of Economic Development and
Trade; and Maureen Whyte is a Claims Assessor with the
Ministry of Health and Long-Term Care.
We also said thank you and farewell to three Trustees
who left the Board. David Rapaport stepped down after
six years as a Trustee, including terms as Chair and ViceChair. Doug Paolini left the Board after two years, during
which he served as the Board’s Vice-Chair. Ruth Galinis, a
retired member of the Plan, stepped down after four years
as a Trustee.

We wish to express our sincere appreciation to our fellow
Trustees and OPTrust’s management and staff for their
dedication to the interests of our 82,000 members and
pensioners. We look forward to working with them and
the Plan’s sponsors as we continue to meet the pension
promise in the coming year, and over the long term.

Tony Ross		
Chair		

Maurice Gabay
Vice-Chair
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2009 h ig h lig hts
Strong investment gains in
2009 reduced the Plan’s
funding deficit to $393
million at the end of the
year, down from $606
million at the end of 2008

Phased contribution rate
increases beginning in 2010
will offset a significant portion
of the 2008 investment loss,
enabling future benefits to
be maintained

The primary purpose of the
OPSEU Pension Plan is to pay a
lifetime defined-benefit, indexed
pension to participants in the
Plan and their survivors. That
is the OPTrust pension promise,
and the Plan’s Trustees and staff
– supported by the sponsors –
work diligently to ensure that it
is met.

the Plan is indexed to inflation,
pensioners have an added
measure of security, since
even at today’s relatively low
inflation rates the purchasing
power of a fixed pension would
be eroded by nearly half during
the retirement lifetime of the
average OPTrust pensioner.

Because they are receiving a
defined-benefit pension, OPSEU
plan members can be sure
about the amounts they will
receive in retirement, no matter
what happens to financial and
stock markets. And because

Responding to
market volatility
The financial crisis and stock
market meltdown of 2008
created serious challenges
for the OPSEU Pension Plan,
as it did for virtually all other

 unds set aside from
F
investment gains of previous
years are being used to pay
down the remaining funding
deficit

pension funds. A fundamental
loss experienced in 2008,
decision taken in response to
rather than putting it off to
this situation was to ensure
a later date.
that future benefits would not
•	Instead of deferring 80% of
be reduced. OPTrust, with the
the 2008 investment loss
support of its sponsors, then
to future years, as pension
moved decisively to deal with
regulations would also
the issues it was facing, with a
have allowed, the Trustees
multi-faceted strategy:
accepted the recommendation
•	An actuarial funding valuation
of the Plan’s actuaries to
was filed for the end of 2008,
recognize more than half of
rather than waiting until
the loss during the year it
the end of 2010 as pension
occurred. The rationale for
regulations would have
the Board’s decision was
allowed. This enabled the Plan
that it was not realistic to
to come to grips immediately
expect that investment gains
with the $2.4 billion investment
would be large enough during

Funding Valuation Assumptions
			
		
			

2009
INTERIM
VALUATION

2008
VALUATION

Inflation rate			 2.75%		
Investment return (real)		 4.00%		
Investment return (nominal)		 6.75%		
Salary increases (nominal)		 3.50%1		
1

2007
VALUATION

2.75%		 2.75%
4.00%		 4.00%
6.75%		 6.75%
3.50%1		 3.50%1

Plus an amount for promotion, based on a long-term scale.

Impact of Actuarial Assumption Changes1
($ millions)

		

Assumed rate of inflation2				
Assumed actuarial rate of return on plan assets			
Assumed rate of pensionable earnings increases			
1
2

Deferred losses due to
actuarial smoothing also fell
significantly because of the
latest investment results,
dropping from $927 million
at the end of 2008 to $294
million at the end of 2009

+0.50%

(38)		
(723)		
170		

Assumes all other assumptions remain unchanged.
Assumes real return rates and earnings remain unchanged.

Changes to the Plan’s assumptions can have a major impact on its financial position. This table shows the impact
of a 0.5% change in certain assumptions on the Plan’s accrued pension benefits for funding valuation purposes.

-0.50%

45
823
(159)
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Deficit Management

the next four-year deferral
period to fully offset such
a substantial shortfall. As
a result, deferring the loss
would simply have meant
deferring the problem.
•	With the decision not to
reduce future benefits, one of
the few ways left to deal with
the funding deficit created by
the investment loss of 2008
was to increase contribution
rates for both Plan members
and employers with agreement
from the sponsors. To reduce
the impact, the 3% increase is
being phased in over a period
of three years, beginning with
a 1% increment in 2010.
The increase in contribution
rates had a dramatic impact on
the funding deficit, reducing it
from $1.8 billion to $606 million.
The remaining deficit could
then be repaid over a period of
15 years from rate stabilization
funds that the sponsors had
prudently set aside during
previous years when investment
gains had exceeded funding
requirements.

2009 – the volatility
continues
During 2009, global markets
continued to be very volatile –
but in contrast to 2008, markets
finished the year on the upside.
OPTrust recorded investment
earnings of 13.6%, more than
twice our funding target.
The Plan’s net assets grew
to $12 billion by year-end, up
$1 billion from the same time
in 2008.
According to an interim funding
valuation prepared for the end
of 2009 and based on the same
assumptions as the valuation
filed at the end of the previous
year, this solid investment
performance reduced the
Plan’s funding deficit to
$393 million at the end of
2009 from $606 million the
previous year.
More significantly, total losses
deferred over the next four
years have fallen to $294 million
in the latest interim valuation,
compared with deferred losses of
$927 million at the end of 2008.

Funding policy approved

Taken together, the Plan’s
funding deficit plus its deferred
losses totalled $687 million at
the end of 2009.
Meanwhile, the member and
employer rate stabilization
funds that are available to
repay funding shortfalls totalled
$828 million at the end of 2009,
compared with $820 million at
the end of the previous year.

Contribution
increases key
Even with the strong investment
performance of 2009 and the
availability of rate stabilization
funds, the importance of
the phased contribution rate
increases cannot be overstated.
Without them, the Plan would
be faced with a funding deficit
in excess of $1.6 billion at the
end of 2009, compared with the
actual deficit of $393 million. A
deficit of that size would have
been very difficult to absorb
under any scenario of future
investment returns that could be
reasonably expected.

In early 2010, OPTrust updated
its funding policy that sets out a
detailed framework for ensuring
that the assets of the Plan are
sufficient to meet the pension
promise.
The revised policy, which
was approved by the Board
of Trustees in April 2010,
formalizes the three funding
goals of the OPSEU Pension
Plan:
 ecurity of benefits – the
S
primary goal of the Plan is to
provide the promised pension
benefits.
Stability of contributions –
the second goal is to minimize
the likelihood of having
to significantly increase
contribution rates above
normal levels. This goal is
usually achieved by using rate
stabilization funds – set aside
during years when investment
gains exceed the target for
funding future benefits – to
pay off any funding deficits
identified by the Plan’s

(2,426)

(2,378)
19

699

557

391

(632)

Scenario a
annual return = OPTrust’s 6.75% funding target

12

13

14

15

16

17

18

19

Scenario B
annual return = 7.75% for 2010-2013

Projected deficit: With contribution increase

Projected deficit: With contribution increase

Projected deficit: Without contribution increase

Projected deficit: Without contribution increase

As part of its deficit management strategy, OPTrust has
projected the Plan’s funding deficit under a range of possible
scenarios. Based on current actuarial assumptions, if the Plan
achieves the 6.75% funding target return annually starting in
2010, the contribution increase approved by the sponsors is
expected to help eliminate the funding deficit in 2017. Without
the contribution increase, the Plan would still have a deficit of
$2.4 billion in 2019.

(1,816)

11

(1,854)

10

(1,904)

09

(1,982)

(2,044)
08

(2,480)

(1,356)
12

(2,090)

11

(2,216)

10

(628)

(625)
(353)
(798)

(2,126)
09

210

(2,455)

18

(1,380)
08

(50)

63

(2,486)

17

(502)

(86)

(2,520)

16

(323)

(223)

(2,511)

15

(671)

(715)

(652)

(625)

322

(347)
(2,650)

14

(323)

13

(798)

(353)

218

At December 31 ($ millions)

836

ElIMInaTInG ThE dEFIcIT: TWO ScEnarIOS

A second scenario projects the Plan’s deficit if a continued
recovery in investment markets resulted in a higher annual
return of 7.75% over 2010-2013, with returns equal to the
Plan’s 6.75% funding target for 2014-2019. In this case, the
contribution increase approved by the sponsors would be
expected to help the Plan return to surplus in 2015, based
on current actuarial assumptions.
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Bill Foster, OPTrust’s Chief Administrative Officer, is the
Plan’s point person on pension funding issues.

“Despite the financial turmoil of the past two years, the
OPSEU Pension Plan is in very good shape. Through a
combination of phased contribution rate increases and
the use of funds set aside from previous surpluses,
we’ve dealt proactively with the large investment loss
of 2008 while maintaining important benefits such as
inflation protection.”

Bill Foster,

Chief Administrative Officer, OPTrust

independent actuaries.
Unfortunately the losses of
2008 could not completely be
dealt with through stabilization
funds – employee and employer
contribution increases were
necessary.

is needed to avoid placing
an undue burden on future
generations while at the same
time, measures of conservatism
should not be so large as to
transfer large surpluses to
future generations.

Fairness of funding among
generations and other groups –
this is best achieved within
a framework that provides
for level contributions by the
member and employer over
the service life of the member.
It also requires prudent and
equitable distribution of any
gains among classes and
generations of members.
Adequate current funding

Methods for meeting
policy goals
The policy also spells out the
tools that will be employed to
meet these objectives, including:
Margins of conservatism –
establishing appropriate
margins of conservatism will
help ensure that actuarial gains
should exceed actuarial losses
over time, thereby contributing

to the security of benefits. As
mentioned above, however,
the margins should not be
so high as to cause current
members to pay higher than
normal contribution rates.
Investment return assumptions
used for actuarial valuations
are explicitly set 25 basis points
(0.25%) lower than the Plan
expects to achieve over time
with our current asset mix.
Actuarial methods – the Plan
will use actuarial asset value
adjustments to smooth any
gains or losses over a period of
five years. This helps offset the
volatility inherent in investment
markets and helps achieve

Sources of Gains and Losses
				

				
($ millions)		

2009		
INTERIM
2008
VALUATION
VALUATION

Recognized investment gains and (losses)			
$
Impact of 3% contribution increase				
Other economic experience gains and (losses)				
Demographic experience gains and (losses)				
Other gains and (losses)				

(78)
$
n/a		
211		
57		
(2)		

TOTAL				

188

$

$

(1,734)
1,239
51
(13)
(149)
(606)

contribution rate stability. In
years when the Plan experiences
large losses (such as 2008),
the Trustees will determine,
in consultation with the Plan’s
actuaries, whether or not to
cap the amount of loss that is
deferred in order to deal with
the loss as quickly as possible.
Stabilization funds – these
are a powerful tool for avoiding
contribution increases that
would otherwise be required
as a result of the short-term
investment losses that can be
expected from time to time.
The policy sets out examples
and guidelines related to
both the size and the use of
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stabilization funds, within the
limits imposed by the Income
Tax Act (Canada).
The policy lays out explicit
principles for the use of any
surplus that develops as a result
of investment gains to guide the
Board’s recommendations to the
sponsors.

Shared risks and rewards
Under OPTrust’s joint
sponsorship governance model,
our membership and the
Government of Ontario have an
equal share in the Plan’s funding
gains. They also share the
responsibility for making up any
funding shortfalls.
In their role as the Plan’s
sponsors, OPSEU (on behalf
of the membership) and the
Government of Ontario are
responsible for deciding how
to allocate any funding gains
identified in a filed valuation.

Each sponsor may use its share
of gains to reduce contribution
rates, enhance benefits,
eliminate any outstanding
deficit and/or add to the Plan’s
separate rate stabilization funds
for members and employers.
If the valuation identifies a
net funding loss, the shortfall
must be paid down over a
15-year amortization period
by increasing member and
employer contribution rates.
However, if stabilization funds
are available, the sponsors may
use them to offset part or all
of the required contribution
increase.

Actuarial assumptions
unchanged
Because of the long-term
nature of a pension plan, the
assumptions its trustees make
about future events such as
inflation and investment returns
can have a major impact on a
plan’s funded status.

As outlined above, the actuarial
assumptions set by OPTrust in
the development of its funding
valuations include measures
of conservatism, which are
intended to increase the
security of benefit payments.
Most of the conservatism is
explicitly recognized in the
rate of return assumption.
Assumptions about future
demographic trends are based
on best estimate assumptions
that on balance contribute little
to gains or losses over the long
term.
There were no changes in
actuarial assumptions made in
the interim valuation completed
for 2009, compared with the
valuation filed for 2008.
The next funding valuation
required to be filed is for the
end of 2011, unless the Trustees
determine that it would be more
beneficial for the Plan to make
an earlier filing.

Fund outlook positive
The financial turmoil of the
past two years has underscored
the need to build flexibility into
the Plan’s operations and be
proactive in dealing with any
large deficits that arise.
As a result of phased increases
in contribution rates and solid
investment gains in 2009, the
current financial health of the
OPSEU Pension Plan is very
sound. Rate stabilization funds
of $828 million in aggregate
exceed both the total of the
current deficit of $393 million
and deferred losses of
$294 million.
With guidance provided by our
revised funding policy, and with
the support of Plan members
and sponsors, OPTrust will
remain vigilant in dealing with
changes to the funded status
of the Plan, to ensure that the
pension promise continues to
be kept.

nET FUndInG SUrPlUS and SMOOThEd lOSSES
At December 31 ($ millions)

2,355

141
0

19

122

164
(23)

(194)

(927)

927

(294)

214

417

335

435

IMPacT OF cOnTrIBUTIOn IncrEaSE
At December 31, 2008 ($ millions)

1,845

Before smoothing cap

after smoothing cap

Total shortfall $2,772 million

Total shortfall $2,772 million

08
927

Smoothed investment loss
Funding deficit

1,239

Contribution increase

606

after contribution increase
Total shortfall $1,533 million

The phased contribution increase approved by the Plan’s sponsors
in 2009 reduced the 2008 funding deficit by $1.2 billion. The
remaining deficit of $606 million is being eliminated through
payments from the Plan’s rate stabilization funds over 15 years.
In 2009, strong investment returns helped reduce the deficit to
$393 million and the net smoothed investment loss to $294 million.

09

10

11

12

13

Smoothed investment gains (losses)
Net funding surplus

Strong investment returns in 2009 helped increase the Plan’s
net funding surplus to $435 million at year-end. The net surplus
includes both the $393 million funding deficit and the $828
million in the Plan’s rate stabilization funds. At the end of 2009,
the Plan also had $294 million in net smoothed investment
losses, down from $927 million the year before. These deferred
losses will be recognized over the next four years.
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2009 h ig h lig hts
The Plan’s investment
portfolio gained 13.6%,
more than double the
6.75% funding target,
adding $1 billion to total
assets in 2009

A comprehensive asset/
liability study confirmed
the soundness of OPTrust’s
existing diversification
strategy and suggested
additional improvements

2009 investment
overview

Assumptions about future
inflation rates change over
time, but the current estimate
for long-term inflation is 2.75%
a year. As a result, the Plan’s
investment portfolio must earn,
on average, a nominal (inflationincluded) return of 6.75% a year
to meet our funding target.

OPTrust’s investment
portfolio gained 13.6% in
2009, compared with a loss
of 16.2% the previous year.
Total investment earnings were
$1,348 million, compared with a
loss of $2,435 million in 2008.
Strong returns in the Plan’s
public equity and infrastructure
portfolios more than offset
losses from real estate and
early stage private equity
investments. The public markets
portfolio benefited in particular
from an overweight position in
Canadian and emerging-market
equities, both of which were
outstanding performers in
2009.

Investment returns
key to benefits
Member and employer
contributions typically represent
only about one-third of the cost
of an average member’s lifetime
pension, with the balance having
to be funded from investment
returns on those contributions.
A long-term return of 4% net of
inflation is required to fund the
Plan, and investment returns
of that magnitude cannot be
generated through low risk fixed
income investments such as
government real return bonds,
which at the end of 2009 were
yielding less than 1.5%.

This long-term funding return
objective is a key criterion
in establishing our asset mix
and developing the Plan’s
investment strategy, as is
determining an appropriate
level of investment risk for the
investment portfolio.
Over 15 years of operation,
the Plan’s investment portfolio
has realized an average return
of 8.4%, exceeding both the
funding target and our longterm benchmark return for
the same period.

Asset diversification
reduces risk
Since 2004, OPTrust has
gradually implemented a
strategy of holding a more
diverse range of investments
than public equities and
fixed income asset classes.
Alternatives to those traditional
asset classes include real estate,
which has grown from just a
small fraction of the Plan’s
assets in 2004 to more than
10% in 2009, and infrastructure,
which has grown in four years to
nearly 5% of Plan assets
in 2009.

Future diversification
measures include adding
energy commodities and
increasing allocations to real
estate and private equity

The main impetus for this
diversification program has
been to reduce the Plan’s annual
volatility, which in large part is
attributable to the weighting of
more volatile public equities.
Until recently it was believed
that portfolio volatility could
be reduced by holding a
globally diversified portfolio
of public equities. However,
recent experience has shown
that the performance of global
stock markets is becoming
increasingly correlated,
particularly in down markets,
because of the globalization
of investor information and
capital flows, thereby reducing
the benefit of geographical
diversification.
Moreover, alternative asset
classes such as real estate
and infrastructure represent
an excellent fit with the
long-term inflation-linked
pension obligations of our
Plan. For example, real estate
investments provide a steady
flow of income and can also
be expected to achieve higher
returns than bonds. Real estate
also provides a partial long-term
hedge against inflation – an
important consideration in an
indexed plan.
During the meltdown of global
equity markets in 2008, the
diversification of the Plan’s
portfolio provided some
downside mitigation. Positive
returns from real estate,

infrastructure and fixed income
investments helped to limit
the Plan’s loss to 16.2%, in a
year when major stock market
indices fell by 30% to 40%.

Major asset/liability
study undertaken
Generally every three years,
OPTrust conducts a detailed
asset/liability study, refreshing
and testing our forward-looking
assumptions as to how various
combinations of investment
assets could be expected to
perform in meeting the Plan’s
liabilities under a wide range
of economic and market
conditions.
The latest study, conducted in
2009, projected how assets and
liabilities could evolve over time
under thousands of different
scenarios. This, in turn, provided
direction on changes to the
Plan’s mix of investment assets
that could better enable us to
meet our long-term obligations
to members and pensioners at
the lowest possible risk.

Changes to long-term
asset mix planned
In response to this study,
Trustees approved a number
of changes to the Plan’s asset
mix. These changes will, for the
most part, be carried out over a
number of years in response to
specific market conditions and
opportunities. Taken together,
the changes are designed to
reduce the risk of not meeting
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In 2009, OPTrust achieved an investment return of 13.6%,
compared to a loss of 16.2% the previous year. The portfolio
has outperformed the Plan’s benchmark return in 9 of the past
10 years. OPTrust’s average return of 8.4% since the Plan’s
inception in 1995 exceeds both our benchmark and the Plan’s
funding target for the same period.

Strong returns from the Plan’s Canadian and global equity
portfolios and infrastructure investments in 2009 contributed
to OPTrust’s total fund return of 13.6% for the year. These gains
were partly offset by losses of 7.1% for real estate and 3.1%
for private equity, which reflected the continuing impact of the
global recession on these asset classes.

Benchmarks used to measure
fund performance
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1995

Inception
date

OPTrust’s return (%)

BENCHMARK INDEXES

Canadian equity
S&P TSX Composite
Global equity	Weighted composite of: S&P 500*,
MSCI EAFE*, MSCI EMF
Private equity	Weighted composite of: S&P 500*,
MSCI UK*, MSCI EUR*, LIBOR*
Real return bonds
OPTrust portfolio return
Real estate
Consumer Price Index + 4%
Infrastructure
Consumer Price Index + 5%
Fixed income	Weighted composite of: DEX
	Long Bond, Custom Mid-Term
Swap Benchmark
Cash and short term
investments
DEX 182 Day T-Bill Index

Benchmark (%)

Since the Plan’s inception in 1995, our Canadian equity and
fixed income portfolios have generated solid average annual
returns of 10.5% and 8.7%, respectively, bettering our portfolio
benchmarks. Global equities have returned an average of 6.9%,
compared to a 6.1% benchmark. Negative results for our private
equity portfolio since its launch in 2007 reflect the “J-curve”
return pattern expected in the first several years of these
investments.

*	The benchmark returns for these indexes incorporate a 50% currency
hedge to reflect OPTrust’s policy of hedging 50% of the Fund’s exposure
to developed market currencies.
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Morgan Eastman, OPTrust’s Chief Investment Officer,
manages the Plan’s $12 billion investment portfolio.

“Our investment portfolio gained 13.6% in 2009,
recovering some of 2008’s losses and more than
doubling the Plan’s 6.75% funding target. Perhaps more
importantly for the long term, in 2009 we continued
to implement changes to our investment strategy and
asset mix that will place us in an even stronger position
to meet future funding requirements at lower risk.”

Morgan Eastman,

our funding requirements under
the widest possible range of
future economic and market
conditions.
Some of the approved
modifications to the Plan’s asset
mix included:
•	A gradual reduction in public
equities to coincide with new
investments in private equity,
which will eventually reduce
public equities to 25% of the
Plan’s investment portfolio,
down from 44% at the end
of 2009.
•	Increased allocations from
10% to 15% each for real
estate and private equity.
•	The addition of a new
asset class to the asset
mix – energy commodities.
Although on a stand-alone
basis energy commodities
are highly volatile, their
addition to a diversified
portfolio reduces overall
portfolio risk as a result
of their low correlation
with other asset classes.
The inflation-hedging
characteristics of energy
commodities also make this
asset class an attractive
addition to the Fund. The
allocation of 5% of Plan

Chief Investment Officer, OPTrust

assets to energy commodities
is expected to be carried out
over several years, beginning
in 2010.
•	A reduction, long-term, in
the allocation to real return
bonds – to 2.5% of the total
portfolio from about 10%
of the portfolio at the end
of 2009. The asset/liability
study determined that – while
this asset class was a good
match for the Plan’s longterm liabilities – returns are
expected to be lower for
real return bonds than for
alternative asset classes such
as infrastructure and real
estate.
•	It was also determined that
medium-term bonds should
be eliminated from the fixed
income portfolio in favor of
long-term bonds, which were
found to be a better match
with the Plan’s long-term
liabilities.
The study also supported
the existing investment
diversification strategy to
allocate 15% of Plan assets
to infrastructure over time.
Infrastructure holdings
represented 4.6% of Plan
assets at the end of 2009.

Investment strategy
reviewed
A review of the Plan’s
investment strategy both at
the total fund and individual
portfolio level was also
completed in 2009, to ensure
the Plan is well positioned to
generate the long-term rate of
return necessary to meet the
pension promise.

Performance versus
benchmarks
The portfolio’s return of 13.6%
in 2009 was slightly less
than the 14.3% return of the
composite benchmark. The
main reason for this belowbenchmark performance – the
first since 2000 – was a 7.1%
loss on real estate investments,
compared with a gain of 5.4%
for the real estate benchmark.
Another factor was a 3.1% loss
on private equity investments,
compared with a gain of
18.1% from the private equity
benchmark.

This difference in performance
in 2009 between the Plan’s
portfolio and the benchmark
portfolio is not a performance
concern. The real estate
benchmark of CPI + 4% was
originally established to
measure the long-term success
of the real estate investment
program, over 20 years or
longer, and not to measure
performance in any one year.
The Plan’s private equity
investments are similarly
measured over a longer time
period, and are expected to
produce slightly negative
returns in the first four years of
an investment. This is referred
to as the “J-curve” effect, as
management fees to private
equity general partners are paid
based on the dollars committed
to the investment, referred to
as the “committed capital”.
Since most private equity funds
start with zero investments,
this results in a return pattern
in the early years of a fund that
look like a ‘J’ – going down first
before going up, assuming that
the investments made over
several years go up in value.
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2009 aSSET MIX

lOnG-TErM aSSET MIX

At December 31
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20.0%
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15.0%
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15.0%
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22.0%
23.8%

4.6%

15.0%

24.0%
6.0%

10.7%

3.0%
9.8%

2.7%

10.0%

2009 actual *

7.0%

9.6%

2009 target

7.7%

Private equity
Real return bonds
21.4%
3.2%

Real estate
Infrastructure
Cash and short-term investments

11.3%

2008 actual *

In 2009, OPTrust continued to limit the Plan’s exposure to
volatile public equity markets, while maintaining a flexible
approach to rebalancing the Fund. An increased allocation to
cash and short-term investments is being used to fund further
investments in real estate, infrastructure and private equity and
a new energy commodity portfolio.
* Categories include temporary cash balances.
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Growth based on OPTrust’s returns
Benchmark
Funding target
Value added vs. benchmark

OPTrust has outperformed our composite benchmark in 12 of
the 15 years since the Plan’s inception. Cumulative returns have
exceeded both the benchmark and the Plan’s funding target
over the same period. Based on our annual returns, a $1,000
investment in 1995 would have grown to $3,388 at the end of
2009, versus $2,974 for the Plan’s benchmark and $2,891 for
the funding target.

Energy commodities
Bonds
Cash and short-term investments

In 2009, OPTrust’s Board approved a number of changes to
the Plan’s long-term asset mix target, to be implemented over
several years. The changes are designed to further reduce
investment risk and volatility at the total fund level, while
strengthening OPTrust’s ability to meet the Plan’s target
return under a range of scenarios.
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When Beatrice Ho joined OPTrust in 2008, she arrived with 15
years’ experience as a certified accountant with major financial and
commercial real estate firms. So she feels right at home providing
financial support to OPTrust’s $1.3 billion real estate program.

“Our Investment Finance team works closely with OPTrust’s
Investment Division and our external asset managers,
appraisers, auditors and consultants. Our job is to help
safeguard the Plan’s investments, including our growing
real estate portfolio. This involves making sure investments
are properly valued, monitoring and verifying cash flows,
and ensuring sound financial reporting and compliance with
OPTrust’s policies, and tax and other regulatory requirements.”

Beatrice Ho,

Manager, Real Estate Finance, OPTrust

Canadian equities

Global equities

Fixed income

Infrastructure

The Plan’s Canadian equity
portfolio posted strong gains
of 34.8% in 2009, slightly
underperforming its benchmark
return of 35.1%. This was a
significant turnaround from
2008, when the portfolio fell
in value by 30.1%.

The global equity portfolio
also recorded strong gains of
31.6% in 2009, outperforming
its benchmark return of 25.2%,
compared with a loss of 37.4%
the previous year.

The fixed income portfolio,
including real return bonds,
returned 5.4% during 2009,
equalling the benchmark return
of 5.4%, but down from 7.5%
the previous year.

This strong performance was
largely due to a strategy of
investing in companies and
countries that had escaped the
worst ravages of the financial
crisis and were able to benefit
from ties to the inherent growth
in emerging market economies.

Since 1995, the fixed income
portfolio has returned 8.7%
versus its benchmark of 8.1%.

The Plan’s infrastructure
investments recorded gains
of 14.5% in 2009, compared
with a return of 12.1% the
previous year. This compared
favorably with the custom
benchmark performance of
6.4% (CPI + 5%) for this
asset class.

A major factor in the
outstanding performance of
the Canadian equity market
was the strength of Canada’s
financial sector, which emerged
from the global financial crisis
relatively unscathed compared
with global peers, due to more
conservative lending standards
and regulation.
Since OPTrust’s inception in
1995, the Canadian equity
portfolio has achieved annual
returns of 10.5%, compared with
a benchmark return of 9.1%.

Since 1995, the global equity
portfolio has returned 6.9%
versus its benchmark of 6.1%.

Real estate
Faced with one of the worst
markets for commercial real
estate investors in over
20 years, the Plan’s real estate
portfolio posted a loss in 2009
of 7.1% versus its benchmark of
5.4% and compared with gains
of 9.4% the previous year.
Since inception of the portfolio in
April 2004, the Plan’s real estate
assets have provided a return
of 5.0% versus benchmark
performance of 5.5%.

Since inception in 2006,
infrastructure assets have
provided returns of 9.9% a
year, compared with the custom
benchmark of 6.5%.

Private equity
The Plan’s private equity
holdings posted a loss of
3.1% in 2009, compared with
a loss of 2.1% the previous
year. As mentioned above,
these losses are expected for
a portfolio of investments that
are relatively new.

OPTrust Annual Report 2009

17

Membership
Services

2009 h ig h lig hts
New qualitative service
targets were added to
OPTrust’s key performance
indicators

Our member and pensioner
services staff met and
surpassed key service
targets for 2009

OPTrust’s primary goal is to
provide members, pensioners
and their survivors with a
secure indexed pension for life.
However, another important
responsibility is to provide them
with efficient, personalized
service that takes them from
initial enrollment to the eventual
receipt of benefits, as well
as providing them with the
information they need to make
informed decisions about their
pension options.

The list of key performance
indicators has also been
expanded to include a target
for average cost per member.
According to a benchmarking
survey of seven Canadian
public sector pension plans
that OPTrust participates in,
our average cost of delivering
administrative services per
member was $227 in 2009,
compared with $278 in
2003, when we first began
participating in the survey.

During 2009, the Plan made
important strides in a number
of areas.

Since that time, our cost
per member of delivering
administrative services has
fallen by more than 18%. Over
the same period the average
cost of service delivery for
all plans that take part in the
survey increased by 18%.

Quality measures
expanded
For the first time in 2009,
OPTrust included qualitative
measures as part of our key
performance indicators (KPIs).
Those who had contacted
OPTrust by phone were asked
to compare the quality of their
experience with phone contacts
they may have had with other
organizations. The target for
this quality KPI was 8.5 out
of 10 – the actual result was
a satisfaction score of 9.0
out of 10.

However, our average cost
per member is still higher
than the $136 average for all
survey participants. There are
a number of reasons for this
difference:
•	Our Plan is smaller than
other survey participants,
with the result that costs are
spread over fewer members.
At about 82,000 members,
OPTrust is significantly
smaller than the average
370,000 membership of the
other participants.

The Plan’s active
membership declined
slightly due to abovenormal transfers, after
five years of growth

•	Costs of rent and other
services tend to be higher
in Toronto than they are for
other participants, which are
generally situated in lowercost locations across the
country.
•	OPTrust provides a number of
proactive and direct services
to members that other plans
don’t offer.

In 2009, we completed more
than 85% of total transactions
within our service standards,
exceeding our target for the
year. The number of overdue
cases was better than our
target, while the number of
cases overdue by 30 days or
more increased marginally, but
was still well below our goal of
less than 7% of total cases.

Notwithstanding those factors,
OPTrust continues to look for
efficiencies that will lower our
average costs over time, while
maintaining high levels of
service for members.

Information requests
streamlined

Service standards
met or exceeded
OPTrust staff processed a total
of 63,151 transactions in 2009,
down slightly from the previous
year. These transactions cover a
wide range of events, depending
on each client’s career stage
and personal circumstances.
To measure efficiency, we track
the time it takes to complete
each transaction, benchmarking
our performance for more than
70 different types of cases. This
enables us to monitor service
levels on an ongoing basis and
respond quickly to areas where
improvements may be needed.

During the year, OPTrust made
significant progress in reducing
the amount and frequency of
information that we request
from members and pensioners
to administer their benefits. For
example, where privacy laws
permit, we are beginning to rely
on information that has already
been provided by employers,
rather than asking members
to re-submit it.
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When Kerry McKeown returned to the Ontario Public Service
as an unclassified Correctional Officer at the Central North
Correctional Centre, rejoining the OPSEU Pension Plan was
optional. It wasn’t a hard decision to make.

“I was a plan member when I worked at the Huronia
Regional Centre, so when I had the chance to sign up
again, I knew it was the right call. As a single mother,
it’s hard to save for the future, so earning a secure
pension really matters to me. It’s great that my
employer matches my contributions, too. It’s good
to know that I can count on my pension when the
time comes to retire.”

Kerry McKeown,

Proactive
communications
continue
In addition to responding to
requests from members and
pensioners, OPTrust has an
active and ongoing program
of initiating communications
with our membership to keep
members up to date on their
pension entitlement. During
2009:
•	More than 9,300 letters were
sent to members who had
reached age 55, providing
them with pension projections
based on a range of possible
retirement dates. That
compared with 8,967 letters
the previous year.
•	More than 2,800 pensioners
75 years of age were
contacted in an initiative
that is carried out every two
years to ensure there are no
problems associated with
their benefit payments.

OPTrust Member, Ministry of Community Safety and Correctional Services

•	More than 1,200 pensioners
nearing their 65th birthday
were contacted with
reminders about CPP
integration and its impact on
their OPTrust pension.
•	More than 1,500 new
members were sent
quotations on the cost of
buying back service to ensure
deadlines were not missed.

One-on-one services
extended
Throughout 2009, we continued
to take the initiative in
establishing one-on-one contact
with members and pensioners
as another way of providing
them with information and
service tailored to their specific
needs:
•	Nearly 3,500 notices were
sent to members, reminding
them about pending deadlines
for buying back service.
•	Follow-up phone calls were
made to nearly 2,000
members and retirees who
had received notifications
about a major pension
transaction and had not
replied.

•	64 pension seminars
were hosted at locations
throughout the province,
reaching more than 3,000
registered participants.

Website visits grow
Usage of OPTrust’s public
website continued to increase
in 2009, reaching nearing
285,000 visits. The public site
contains information about the
Plan, a catalogue of publications
and popular calculators that
visitors can use to estimate
pension and total retirement
income.
In addition to its public site,
OPTrust also offers members
and pensioners the Online
Services secure site, accessed
through a password, where
visitors can obtain personal
pension information, complete
certain transactions, and
communicate in a secure
environment with OPTrust staff
using encrypted web-based
messaging.

Online Services
enhanced
The total number of members
and retirees registered for
Online Services increased by
9% to 21,794 by year-end.
More than 30% of the total
membership has now signed up
for the service.
As part of its overall strategy
of simplifying information
requests for members and
pensioners, OPTrust began to
redesign Online Services in
2009. Elements of this redesign
were implemented in early
2010, including a redesigned
beneficiary update process and
a simplified registration process.
Our next step is to add an online
pension estimator that uses
current member data stored at
OPTrust.
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Notwithstanding the steady shift
to providing more web-based
services in response to the
preferences of our membership,
OPTrust continues to offer a full
range of traditional methods
for communicating with us. For
example, more than 44,700
phone calls were received from
members and pensioners in
2009, with more than 98%
of total calls being answered
by OPTrust staff. The average
response time to answer was
11 seconds, while more than
94% of total phone calls were
answered within our target of
20 seconds.

Membership changes
in 2009
Total membership in the OPSEU
Pension Plan increased to
82,342 at the end of 2009 from
82,124 the previous year.
Active membership declined for
the first time in five years, to
47,316 from 47,850 at the end
of 2008.
The main reason for the net
reduction was a larger-thannormal number of transfers
out of the Plan, caused
primarily by the Corporate Tax
Administration Redesign, which
saw former OPSEU members
transferred to the federal
government. Other transfers
resulted from the movement
of former members into
management positions or other
bargaining units following a
job change.

WEBSITE vISITS

21,747

09

20,031

08

19,371

284,791

03

The ratio of active members to
pensioners has fallen from 13:1
when OPTrust was established
in 1995 to less than 2:1 currently,
reflecting the steady maturing
of the Plan’s demographic
profile.

9,318

14,360

278,080

05

249,303

219,709
04

5,297

91,950

142,613

02

The number of OPTrust
pensioners increased by more
than 1,000 in 2009, reaching
nearly 25,000 by year-end.
Among those retiring during
the year, 80% qualified for an
unreduced pension, either by
reaching age 65 or through one
of the Plan’s early retirement
options. The average age of our
retiree population increased to
67.4 years, from 66.8 the
previous year.

OnlInE SErvIcES rEGISTraTIOnS

143,229
01

72,441

26,900

19,200
00

New enrollments in the Plan
totalled 2,825 during 2009,
down from 3,549 the previous
year.

06

07

The number of visits to OPTrust’s public website rose to almost
285,000 in 2009, up from 278,000 the previous year. The
continued increase in visits to the site reflects the growing
demand by our members and pensioners for online services
and communications.

04

05

06

07

08

09

In 2009, the total number of members and retirees registered
for our secure Online Services site grew by 1,716, a 9% increase
over the year. More than 30% of eligible members and
pensioners have signed up for the service, which allows them
to view personal statements and complete a number of pension
transactions online.
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OPTrUST’S acTIvE MEMBErS and PEnSIOnErS

2009 rETIrEMEnT SnaPShOT
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At December 31 (thousands)
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Age 65

Active members

Factor 90

Pensioners

60/20
Reduced
Surplus factor 80

In 2009, more than 1,000 members retired under one of the
following options:
Age 65: The normal retirement age under the OPSEU Pension Plan
Factor 90: Age plus years of credit total at least 90
60/20: Age 60 or older plus at least 20 years of credit
Reduced: Available starting at age 55 to vested members who do
not qualify for an unreduced pension
Surplus Factor 80: For eligible members who are laid off prior to
January 1, 2013, whose age plus years of credit total 80 or more
Note: Chart does not include deferred, disability or survivor pensions.
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23,837
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22,845

22,332
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19,104
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18,934
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18,581
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18,288

19,391

20,799

InFlaTIOn PrOTEcTIOn FOr PEnSIOnErS

18,000

OPTrust’s active membership fell slightly to 47,316 at the end
of 2009, down by 534 from 2008. The number of OPTrust
pensioners increased by 1,072, to almost 25,000 at year-end.
The ratio of active members to pensioners has fallen from 13:1
when OPTrust was launched in 1995 to less than 2:1 in 2009,
reflecting the gradual maturing of the Plan’s demographic profile.

1.9 0.9 1.5 2.5 3.0 1.6 3.3 1.7 2.2 2.3 1.8 2.5 0.5
Pension increase (%)

Pension amount ($)

OPTrust pensions are adjusted annually for inflation to protect
retirees’ purchasing power. In January 2010, payments to
pensioners rose by 0.5%, reflecting changes in Canada’s
Consumer Price Index. A retired member who received a typical
annual pension of $18,000 in 1995 will receive $23,957 in 2010 –
an increase of 33% over 15 years.
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As an Operations Shift Supervisor at the Ontario Clean Water
Agency, Peter Degan helps deliver safe drinking water to more
than a million people in Peel Region. That might explain why
reliability means a lot to him.

“My coworkers and I see our pension plan as really
important. When I first started working in the Ontario
Public Service, I didn’t think about it much, but as time
goes on, you realize how valuable your pension really is.
Of course, no one likes to see contributions go up, but
I think it was a responsible decision to ensure the Plan
has stable funding over the long term.”

Peter Degan, OPTrust Member, Ontario Clean Water Agency

Membership statistics
At December 31				

2009		 2008		 2007		 2006		 2005		 2004		

2003		 2002		

2001		 2000

Active members				 47,316		 47,850		 47,717		46,208		44,568		 44,243		 45,836		 46,361		 48,221		 50,993
Female/male ratio				 60:40		 60:40		 60:40		 60:40		 60:40		 59:41		 59:41		 58:42		 59:41		 58:42
45.1		 44.9		 44.7		 44.4		 44.3		 44.2		 44.0		 44.0
Average age				 45.7 		 45.3		
Average salary			 $54,766 $53,640 $ 53,501 $ 51,896 $50,627 $49,085 $46,922 $45,232 $43,055 $ 42,017
11.9		
11.7		
11.5		
11.6		
11.6		
11.5		
11.3		
11.4		
11.6		
12.0
Average years of credit in the Plan		
Number of new members enrolled			 2,825		 3,682		 3,802		 4,373		 3,400		 3,917		 3,935		 3,120		 4,237		 3,640

Number of members terminated
		 or retiring				 3,378		 3,549		 3,290		 3,365		
										

3,168		 9,358		 3,605		 4,598		

Former members with
entitlements in the Plan*			 1,278		

5,971		 4,440

1,782		 1,375		 608		 1,240		 1,333		 5,181		 4,326		 3,944		
										
Deferred pensioners**				 8,990		 8,806		 8,741		 8,703		 8,422		 7,973		 4,610		 4,252		 3,206		
											
Current pensioners				 24,758		 23,686		 22,756		 22,058		 21,439		 20,246		 18,977		 17,713		 16,282		
Average age				 67.4		 66.8		 65.9		 65.3		 64.5		 63.9		 63.4		 62.6		 64.0		
Average annual pension			 $19,482 $ 18,976 $18,838 $ 18,697 $18,642 $ 18,616 $ 18,430 $ 18,434 $ 17,963 $
Current pensioners by type of pension										
Normal and early unreduced				 19,274		 18,600		 18,006		 17,638		 17,318		 16,653		 16,180		 15,199		 14,079		
Reduced				 3,178		 2,970		 2,811		 2,656		 2,528		 2,168		 1,466		 1,376		 1,274		
911		
Eligible survivors				 2,214		 2,031		 1,862		 1,691		 1,541		 1,378		 1,289		 1,107		
92
		
85		
77		
73		
52		
47		
42		
31		
18		
Disability				
											
Total
members and pensioners			82,342
		

2,906
1,929
14,711
63.0
17,734
12,747
1,163
792
9

82,124		80,589		 77,577		 75,669		 73,795		 74,604		 72,652		 71,653		 70,539

* “Former members with entitlements in the Plan” includes members whose termination or divestment was unprocessed at year-end.
** “Deferred pensioners” includes members whose termination or divestment has been processed and who continue to have entitlements in the Plan.
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2009 h ig h lig hts
The Board of Trustees
approved a formal Statement
of Responsible Investing
Principles (SRIP)

The Board approved
significant changes to
existing proxy voting
guidelines

There are two distinct elements
to our governance activities
at OPTrust.

Responsible investing
principles adopted

The first element is our internal
governance practices, which are
shaped by our joint sponsorship
model that gives members a
real voice in the Plan. Internal
governance includes such
matters as:
•	Establishing a sound policy
framework for decisionmaking.
•	Clearly defining the roles and
responsibilities of sponsors,
Trustees, and OPTrust
management and staff.
•	And effectively monitoring and
reporting on performance.
The second element results
from our position as a
major Canadian institutional
investor. As such, we have a
strong interest in promoting
sound corporate governance
practices among publicly traded
corporations. We also work
to ensure that environmental,
social and governance
considerations are fully
integrated into our investment
decision-making process.

Nearly 20,000 resolutions
were voted on at 1,326
annual meetings

While SRIP is applied in different
ways across various asset
classes, we expect that the
In March 2009, the Plan’s
processes used for making
Trustees approved adoption of a decisions about both internally
formal Statement of Responsible and externally managed assets
Investing Principles (SRIP),
will incorporate the principles
which articulates OPTrust’s
contained in the statement.
general approach to responsible
For example, in 2009 we
investing.
continued to pursue BESt
Building on the understanding
(Building Environmental
that environmental, social
Standards) certification from the
and governance issues have
Building Owners and Managers
the potential to affect the
Association of Canada (BOMA)
performance of the Plan’s
for our real estate holdings
investment portfolios, the SRIP
and, at year-end, about 36% of
identifies our specific areas
our directly owned real estate
of concern. These include
portfolio, by value, had achieved
workers’ rights, working
certification.
conditions, fundamental human
As well, during the year, the
rights, corporate governance
real estate and private markets
issues and other social and
business units revised their
environmental risks.
investment and governance
The SRIP, which applies to
policies to include references
all of OPTrust’s assets, is an
to the SRIP.
expression of our support for
We also began the process
high standards of corporate
of sharing the SRIP with our
governance, our strong
external investment managers.
record of shareholder voting
and our continuing efforts
to promote the integration
of environmental, social and
governance factors throughout
our investments.

Proxy voting guidelines
revised
Following a thorough review
of our existing proxy voting
guidelines that was conducted
in 2008, the Plan’s Trustees
approved significant revisions to
the guidelines in February 2009.
This was the first major review
of the guidelines since they were
initially published in 1997 and,
as such, there were a number
of changes, including:
•	revisions that reinforce
OPTrust’s support of the
independence of boards
of directors
•	a new guideline outlining
our position on the Majority
Voting Standard
•	language outlining concerns
about the election of slates of
directors in Canada, as well
as our support for individual
director nominees.
Improvements were also made
to our guidelines on executive
compensation, highlighting the
Plan’s support for performancebased equity compensation, and
advisory votes on compensation
packages.
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When Brian Howard retired from the Niagara Detention Centre in
2002, his OPTrust pension helped give him the freedom to focus
on his first love – flying. As an instructor with the Royal Canadian
Air Cadets glider program, he’s been able to share that passion
with young pilots from Canada and around the world.

“I have my own RRSP, but my OPTrust pension is key
to my financial security. It’s allowed me to spend five
summers working as a full-time instructor with the Air
Cadets Summer Training Program. When I turned 65,
I had to retire as a uniformed officer in the Canadian
Reserves, but I’m still with the program as a civilian
instructor. I’m having a wonderful time!”

Brian Howard,

The guidelines also describe
our approach for evaluating
proposals relating to
environmental and social issues
and specify our support for
proposals that call on companies
to adhere to the following:
•	Conventions of the
International Labour
Organization (ILO)
•	Guidelines for Multi-National
Enterprises from the
Organization for Economic
Cooperation and Development
(OECD)
•	The United Nations
Global Compact.
The guidelines also articulate
our support for proposals that
seek enhanced disclosure on
a variety of issues, including
labour relations, workplace
health and safety, human
rights, greenhouse gas
emissions, water consumption,
product safety and political
contributions.

OPTrust Retiree, Ministry of Community Safety and Correctional Services

2009 proxy voting
activity
As a shareowner, OPTrust takes
the right to vote proxies on
behalf of our beneficiaries very
seriously.
In 2009, OPTrust voted at 1,326
shareholder meetings and on
19,725 individual resolutions,
supporting management
80% of the time. Cases
where OPTrust voted against
management included:
•	Equity compensation plans
that contained unacceptable
features such as the ability
to re-price options, excessive
dilution or change in control
provisions.
•	Compensation plans that
were not sufficiently linked
to performance.

•	The election of directors that
exhibited poor attendance,
sat on too many other boards,
or did not meet our standards
for independence.
•	In select cases, we also voted
against members of the
compensation committee
because of poor practices.
Although company management
submits most of the proposals
on a meeting agenda,
shareholders may also submit
proposals. Shareholder
proposals made up nearly 4% of
the proposals we voted in 2009.
OPTrust supported shareholder
proposals 47% of the time.

We voted in favour of
shareholder proposals that
sought to improve the corporate
governance structure of the
company’s board of directors
by adopting a majority vote
standard for director elections
or by requiring the separation
of the roles of board chair and
chief executive officer. We also
supported many proposals
asking the company to give
shareholders an annual advisory
vote on the company’s executive
compensation plan, also known
as “say-on-pay”.
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Ibrahim Bozai works as a Client Service Representative at the
Ministry of the Attorney General. His job involves processing
court orders for people who have unpaid debts and answering
questions about the enforcement process and the options that
may be available.

“Even though I’m a long way from retirement, my
OPTrust pension matters to me. The work can be
demanding, but I’d like to stay with the public service
for the long term. I see the Plan as an important part
of our overall compensation package. I think it’s fair
that working people can look forward to a secure
pension at the end of their careers.”

Ibrahim Bozai,

OPTrust Member, Ministry of the Attorney General

OPTrust voted in favour of
shareholder proposals asking
for improved disclosure in
several areas including climate
change, sustainability and
human rights. We voted for
proposals asking companies to
adopt ILO-based human rights
policies and to consider the
costs and benefits of adopting
a policy of obtaining free, prior
and informed consent from local
communities affected by their
operations, where comparable
policies did not exist.

OPTrust’s governance
structure
OPTrust was established to give
members a say in the OPSEU
Pension Plan by recognizing
the Ontario Public Service
Employees Union (OPSEU) and
the Government of Ontario as
equal sponsors of the Plan.
In this role, OPSEU and the
government each appoint
five Trustees to OPTrust’s
10-member Board. The sponsors
are also responsible for all
decisions regarding changes to
the Plan’s design, the benefits
it provides and the contribution
rates paid by members and
employers.

Joint sponsorship also means
that OPTrust’s membership
and the Province share in
the Plan’s financial risks and
rewards. Any surplus identified
in a funding valuation filed
with the provincial regulator
is divided equally between
the government and OPSEU,
acting on behalf of the Plan’s
membership. Each sponsor
may use its share of the surplus
to enhance benefits, reduce
contributions or pay down any
previous deficit. The sponsors
may also set aside their share of
any surplus in separate reserve
funds to stabilize member
and employer contribution
rates in the event of future
losses. Conversely, if the Plan
experiences a funding deficit,
the difference must be made up
through an increase in member
and employer contribution
rates or the use of existing
stabilization reserves.

As a result, joint sponsorship
provides the basis for an
effective pension partnership
between the sponsors and
the Plan’s membership and
reinforces prudent decisionmaking in the best long-term
interests of the Plan, its
members and retirees.

Board of Trustees
Once they are appointed,
the Trustees of the OPSEU
Pension Plan assume collective
responsibility for all aspects of
the Plan’s operations. Under
the Plan’s governance model,
one Government appointee
and one OPSEU appointee fill
the positions of Chair and ViceChair, with the roles alternating
between Government and
OPSEU appointees every two
years. The Trustees have a
fiduciary obligation to the Plan’s
membership and execute their
responsibilities independently
of the sponsors and OPTrust
management.

The Trustees have broad
authority to establish OPTrust’s
policy and strategic priorities for
all areas of its operations. These
include:
•	establishing OPTrust’s
investment policies,
overseeing the activities of
our Investment Division and
monitoring the performance
of the investment portfolio
to ensure that long-term
investment returns will be
sufficient to pay members’
and pensioners’ benefits
•	ensuring that the Plan’s
pension liabilities are properly
valued and that funds are
available to pay for members’
and retirees’ pensions over
their lifetimes
•	reviewing reports from
OPTrust’s independent
auditors and verifying
that the Plan’s financial
statements accurately reflect
our financial position
•	monitoring the Plan’s
administration to ensure that
members and pensioners
receive the benefits to which
they are entitled, along
with timely and effective
information and services
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•	reviewing and approving the
annual operating budgets for
OPTrust’s administration and
investment divisions
•	establishing effective policies
and procedures for identifying
and managing the full range
of investment, funding and
operational risks to which the
Plan is exposed.
The Trustees monitor OPTrust’s
performance in each of these
areas and ensure compliance
with Board policies and
objectives through OPTrust’s
Chief Administrative Officer
(CAO) and its Chief Investment
Officer (CIO), to whom they
have delegated responsibility
for OPTrust’s day-to-day
operations.
To fulfill their responsibilities,
new Trustees receive an
intensive orientation to the
Plan and ongoing training in
pension plan governance and
administration. The Board
retains external legal, actuarial,
investment and accounting
professionals and an external
custodian. These advisors
report directly to the Board
independently of management,
as do other consultants engaged
by the Board on a case-by-case
basis.

Standing committees
of the Board
The Trustees have established
five standing committees to
oversee OPTrust’s activities
and make reports and
recommendations to the Board:
The Administration Committee
oversees the Plan’s pension
operations including its
organizational plans, and
operating and capital budgets.
It monitors and makes
recommendations on policies
regarding pension funding
and plan administration, plan
amendments and legislative
changes. The committee is
also responsible for overseeing
the preparation of actuarial
valuations and reviewing
their results.
The Audit Committee ensures
that the Plan’s financial
statements are complete and
objective, reviews the Plan’s
accounting and financial
policies and ensures OPTrust’s
systems and processes comply
with legal and professional
standards. The committee
also oversees adherence to
OPTrust’s operating and capital
budgets, reviews Trustee and
management expenses and
oversees OPTrust’s operational
risk management program.

The Governance and
Compensation Committee
is responsible for reviewing
OPTrust’s internal governance
practices, establishing
performance criteria and
objectives for OPTrust’s CAO
and CIO, and reviewing their
performance and compensation.
The committee also reviews
recommendations regarding
compensation and succession
planning for the senior
management teams in OPTrust’s
administration and investment
divisions.

Auditor’s Fee, 2009 vs. 2008
2008

2009

External audit1				
$
Operational risk management				
Tax services					
Governance
review				
			

453
$
0		
9		
345		

278
11
33
0

Total				

807

$

322

1

Includes external audit services for related legal entities.

$

The Board of Trustees has
established a policy for preapproval of services performed
by the external auditor,
PricewaterhouseCoopers, aimed
at preserving and enhancing
the auditor’s accountability
and independence.

The pre-approval process
requires the Audit Committee to
review and approve a schedule
of anticipated permissible
services required from the
external auditor. These services
include the statutory audit, tax
The Investment Committee
consulting, risk management
monitors the performance
and other audit-related
of the OPSEU Pension Plan
services. Prohibited services
Trust Fund and its investment
include bookkeeping, systems
managers, and reviews their
implementation, services for
compliance with OPTrust’s
actuarial valuation or internal
investment policies, proxy voting audit purposes, and other
guidelines and related legal
services that could compromise
and regulatory requirements.
the independence of the
It also commissions research
external auditor.
and advice and recommends
changes to the Plan’s
investment strategy, policies,
asset mix and investment
managers.
The Adjudication Panel
provides plan members and
pensioners with access to a
review process in the event of
disputes concerning OPTrust’s
decisions on eligibility, benefit
entitlements or other pensionrelated rights under the OPSEU
Pension Plan.

($ thousands, including taxes)		

Auditor independence
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2009 h ig h lig hts
Net investment earnings of
$1.3 billion helped increase
the Plan’s net assets to
$12 billion at year-end, up
by $1 billion from 2008.

The value of members’
and retirees’ accrued
pension benefits increased
to $12.3 billion, up by
$682 million from 2008.

At OPTrust, we take a longterm perspective on the Plan’s
finances to help ensure the
security of the pension promise.
This approach continued to
serve our members, pensioners
and sponsors well in 2009.

The financial statement surplus
is not available to reduce
contribution rates, enhance
benefits or increase the Plan’s
rate stabilization funds. Only a
surplus identified in a funding
valuation can be used for those
purposes.

OPTrust’s strong investment
performance in 2009 produced
net investment income of
$1.3 billion, compared with a net
investment loss of $2.4 billion
the previous year. As a result,
the Plan’s net assets increased
by $1 billion to $12 billion at
year-end.

The Plan’s unallocated
financial statement surplus
decreased by $458 million,
to $388 million at year-

end, mainly due to the
recognition of net deferred
investment losses from
previous years.

Net assets available
for benefits

Actuarial asset
value adjustment
(“smoothing”)

In 2009, the Plan’s net
assets available for benefits
increased by $1 billion, to
$12 billion at December 31.
This increase reflects the
Plan’s net investment earnings
of $1,348 million, net of benefit
payments that exceeded
contributions by $328 million
and operating expenses of
$18 million.

The following overview
summarizes key results of
the Plan’s 2009 financial
statements, including significant
changes during the year.
The financial statements are
prepared in accordance with
Canadian generally accepted
accounting principles and
Despite the growth in net assets,
differ from the results of the
the Plan’s unallocated financial
funding valuation, which are
statement surplus decreased by
discussed earlier in the report.
$458 million, to $388 million at
For a comparison of financial
year-end. This was mainly due to
statement and funding valuation
the recognition of net deferred
methods, see page 28-29.
investment losses from previous
years. A further $1.5 billion in
net deferred investment losses
remains to be recognized over
the next four years.

Net assets include the Plan’s
investments as well as
contributions receivable, fixed
assets and other accrued
income. These amounts are
reduced by liabilities that are
in the process of being settled
at year-end, as well as by
investment-related liabilities.

Financial Statement vs. Funding Valuations
		

		
FINANCIAL

As at December 31, 2009 ($ millions)

FUNDING
(INTERIM)

DIFFERENCE

Net assets		
$ 11,989
$ 11,989
$
–
Actuarial asset value adjustment		
1,523		
294		
1,229
Present value of future contributions		
–		
4,747		 (4,747)
Accrued pension benefits 		 (12,130)		 (16,394)		 4,264
Provision for administration expenses		
(183)		
(201)		
18
Rate stabilization funds		
(811)		
(828)		
17
Financial statement unallocated surplus/
(Funding valuation actuarial deficit)

$

388

$

(393)

$

781

OPTrust uses actuarial
smoothing to adjust the value
of the Plan’s net assets. This
involves recognizing 20% of the
difference between the Plan’s
actual investment returns and
the target return in any given
year. The remaining 80% is
recognized evenly over the next
four years.
At the end of 2009, the Plan’s
actuarial asset value adjustment
resulted in a net deferred loss
of $1,523 million, compared
with a net deferred loss of
$2,428 million the previous
year. The $905 million change
was due to the recognition of
$432 million in losses from
2005 to 2008, and the deferral
of $473 million in gains from
2009.
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The total surplus includes
the rate stabilization funds
established by each of the
sponsors. At year-end 2009, the
member stabilization fund stood
at $404 million, compared with
$409 million at the end of 2008.
The employer stabilization fund
was $407 million at the end of
2009, down from $529 million
the previous year.

The stabilization funds earn
interest equal to the funding
interest rate of 6.75% (2008 –
6.75%).

accrUEd PEnSIOn BEnEFITS

nET InvESTMEnT IncOME
($ millions)

(7)

21

(107)

276
129

(1,189)

(1,025)

544

642

183

The Plan’s net investment
income was $1,348 million in
2009, compared with a loss
of $2,435 million the previous
year. OPTrust’s investment
performance and our returns
for 2009 are described on
pages 12-16.
Investment expenses amounted
to $113 million in 2009, down
from $115 million the previous
year. The decrease is mainly due
to the lower investment activity
during the year.

At December 31, 2009 ($ millions)

905

Investment income

(115)

The Plan’s financial statement
surplus was $1.2 billion at yearend, compared with $1.8 billion
at the end of 2008.

Investment income and
contributions are the main
sources used to fund payments
to pensioners, payments to
or on behalf of terminating
members, and operating
expenses. Changes in net assets
result when investment income
and contributions are greater or
less than payments made during
the period.

(113)

Surplus

Changes in net assets

113

The Plan’s accrued pension
benefits represent the present
value of members’ and
pensioners’ earned benefits
at year-end. This amount is
determined by calculating future
benefits payable for service
prior to the valuation date. This
cost is then discounted back
to the valuation date using the
financial statement rate-ofreturn assumption of 7.0%.

During 2009, $32 million
from each of the member and
employer stabilization funds
was used to pay that year’s
share of the funding shortfalls
identified in the previously filed
actuarial funding valuation. In
addition, the Plan was amended
to incorporate an extension to
the “Surplus Factor 80” benefit
provision; the $117.2 million
cost of this extension was to be
borne by the Government of
Ontario and deducted from the
employer stabilization fund. This
contributed to the decrease in
the employer stabilization fund
over the year.

(265)

Accrued pension
benefits

At year-end 2009, accrued
pension benefits were valued
at $12.3 billion, up $682 million
from 2008. This change reflects
normal growth in members’
earned benefits over the
year and includes a benefit
improvement of $116 million
and an experience loss of
$53 million arising from the
financial statement valuation
completed at the end of 2008.

9

As a result, the actuarial value
of the Plan’s net assets
increased to $13.5 billion in
2009, up by $97 million from
2008. This change reflects
the difference between the
$905 million change in the
smoothing adjustment and the
$1,002 increase in unadjusted
net assets.

5,463

5,762
Total: $12,313 million

Active members

Canadian
equities

Global
equities

Fixed
income

Current pensioners
Divested members and deferred pensioners

2009 Total: $1,348 million

Provision for administrative expenses

2008 Total: ($2,435) million

At the end of 2009, active members accounted for 44% of the
Plan’s accrued benefits, while current pensioners accounted
for 47%. The remaining 9% of the accrued liability represents
the value of deferred pensions for terminated and divested
members and a provision for administrative expenses.

Real
estate

InfraForeign Investment
structure exchange expenses
and private forwards
equity

OPTrust’s $1.3 billion investment income in 2009 reflected
a strong rebound in the values of the Plan’s public equity
portfolios. The Plan’s currency hedging program also added
value in a year when the Canadian dollar rose against other
developed-market currencies. These gains were partly offset
by losses from our real estate and private market investments.
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Sandra Orr retired from her job as a Clinical Records
Coordinator at Thistletown Regional Centre for Children and
Youth in 2009. Still in her mid-50s, Sandra is thinking of
volunteering or taking a part-time job to stay active. But for
now, she has her hands full helping her family.

“While I was working, I was also planning ahead for my
retirement. Knowing I would have a secure pension
was a big part of that plan. Since I’ve retired, my
pension has allowed me to focus on family issues
without having to worry about money. Given how
challenging the economy is, it’s a relief to know I can
count on my OPTrust pension for the long term.”

Sandra Orr,

OPTrust Retiree, Ministry of Child and Youth Services

Contributions
Pension contributions from
members and employers
totalled $357 million in 2009,
compared with $354 million in
2008. The change is mainly due
to an increase in the average
salaries of the active members.
Transfers from other pension
plans totalled $33 million in
2009, compared with $75 million
in 2008, which was higher due
to a special transfer of members
from a federal plan to OPTrust.
As a result, total contributions
to the Plan were $390 million
in 2009, compared with
$429 million the previous year.

Pension payments
Pension payments increased by
6.1% in 2009 to $472 million
over the year, compared with
$445 million in 2008. The
increase reflects the steady
growth in OPTrust’s pensioner
population, which increased by
1,072 retirees, reaching 24,758
at year-end.

Payments to retirees also rise
each year due to the annual
inflation adjustment applied to
all OPTrust pensions. In January
2009, retirees received an
increase of 2.5% (compared to
1.8% in 2008). The increase for
2010 is 0.5%.

Terminations and transfers
to other plans
Termination payments and
transfers to other plans were
$246 million in 2009, compared
with $146 million in 2008.

Administrative expenses
Administrative expenses were
$18.1 million in 2009, compared
with $17.1 million in 2008 and
$16.5 million in 2007. OPTrust
continues to improve its
administrative processes in
order to deliver a high level of
service and communications
while continuing to be more
cost-effective in that service
delivery.

Financial statement and
funding valuations
The financial position of
the OPSEU Pension Plan is
presented using two different
methods: actuarial funding
valuations and financial
statement valuations.

Funding valuations
An actuarial funding valuation
presents the Plan’s financial
information in a manner
prescribed by regulatory
authorities. Its purpose is
to determine whether the
Plan’s assets, together with
investment earnings and current
members’ expected future
contributions, are sufficient to
fund the members’ promised
benefits at retirement. This
valuation approach is known
as the aggregate method. It
identifies any gains and losses
that have occurred since the
previous funding valuation
and establishes the overall
contribution requirements until
the next valuation. The funding
valuation includes margins of
conservatism in the setting

of economic assumptions,
particularly with respect to
the rate of return.
Ontario regulations require an
actuarial funding valuation to be
filed with provincial authorities
at least once every three years.
OPTrust filed its most recent
funding valuation in 2009, for
the period ended December 31,
2008.

Financial statement
valuations
The Plan’s financial statements
rely on an actuarial valuation
prepared in accordance with
Canadian generally accepted
accounting principles. The
financial statement valuation
is prepared using “best
estimate” assumptions
and does not incorporate
margins of conservatism. A
formal valuation is prepared
in conjunction with the filed
funding valuation and then
“rolled forward” to the financial
reporting date. The roll-forward
recognizes the increase in value
of future obligations over time,
and pension-related receipts
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and disbursements. Experience
gains or losses on investment
activities are recognized in
the year incurred. Experience
gains or losses related to other
assumptions are recognized
in conjunction with the filed
funding valuation.

Comparing valuations

In a financial statement
valuation, the determination
of future benefits payable is
based solely on the pension
credit that members have built
up as of the valuation date,
with no projection of their
future service. Similarly, the
assets available to make those
payments do not include the
present value of expected future
contributions. This approach
is known as the projected unit
credit method, prorated on
service.

Differences between the two
approaches are illustrated in the
table on page 26, which shows
results based on the 2009
financial statement valuation
and the 2009 interim funding
valuation. As indicated, the
financial statement valuation
shows an unallocated surplus
of $388 million at the end of
2009. This contrasts with the
unallocated funding deficit of
$393 million identified in the
interim funding valuation.

Because a funding valuation
assesses the ability of a plan to
keep its pension promise over
a very long period of time, the
assumptions used are more
conservative than those used in
a financial statement valuation.

This $781 million gap reflects
the differences in the
methodologies described above
and the capping of the net
deferred investment losses
under the funding valuation.
A second factor is the difference
between the 4.00% real rate of
return assumption (excluding
inflation) used for the funding
valuation and the 4.25%
assumption used for financial
statement purposes. This
difference reflects a margin of
conservatism embedded in the
funding valuation.
Both valuation methods used
by OPTrust employ an actuarial
asset value adjustment. This
actuarial “smoothing” reduces
the short-term impact of
volatility in the Plan’s annual
investment returns by deferring
a portion of each year’s
investment gains or losses,
different than the actuarial
requirement, for recognition
over the following four years.

The Plan’s financial statements
reflect a $1.5 billion smoothing
adjustment as at December 31,
2009, which represents a net
deferred loss that will reduce
the surplus over the next four
years. On an unadjusted basis,
the Plan was in a net deficit
position at year-end.
While a substantial portion
of the net deferred loss was
recognized in the funding
valuation as part of the Plan’s
deficit management strategy,
thus capping the amount that
was deferred to future years,
there was no capping used
in the financial statement
valuation. The reason for this
is that there is no generally
accepted standard or guideline
for setting a cap on deferred
losses for financial accounting
purposes. The cap that was set
for funding valuation purposes
was recommended by the Plan’s
independent actuaries.
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3,000
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153
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02
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06

07

08

09

00

01

Unadjusted surplus (before smoothing)

Employers

Reported surplus (after smoothing)

Members

Actuarial smoothing reduces the short-term impact of volatile
investment returns on the Plan’s bottom line. At the end of
2009, OPTrust’s financial statements identified a total surplus
of $1,199 million, based on smoothed – or deferred – losses of
$1,523 million from previous years. The recognition of these
losses will reduce the surplus over the next four years.

02

03

04

05

06

Regular contributions increased slightly in 2009 due to the
increase in members’ average salaries. Between 2000 and
2004, OPSEU used a portion of past funding gains to pay for a
temporary reduction in members’ contribution rates. From 2003
to 2007, the sponsors used the Plan’s rate stabilization funds
to keep member and employer contributions from rising above
normal rates.
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Elimination of lag
reporting
In 2006, OPTrust adopted
a policy of delaying the
performance reporting for the
real estate and private markets
investments by one calendar
quarter to coincide with the
reporting cycle of our external
fund managers. Estimates of
the fund values were used for
financial reporting at yearend. In May 2009, the Board
approved a resolution to wait
for the receipt of year-end
financial information for fund
investments of real estate and
private markets and delay the
completion of the consolidated
financial statements in order to
eliminate this lag reporting. By
extending the financial reporting
process at year-end, we are
able to capture the actual
performance information for
the full year, minimize the use
of estimates, and allow for the
better alignment of the financial
and performance results.

Transition to
International Financial
Reporting Standards
(IFRS)
The Accounting Standards
Board of Canada (AcSB)
issued an exposure draft in
July 2009 proposing changes
to Canadian Institute of
Chartered Accountants (CICA)
Section 4100, Pension Plans,
in the areas of presentation
and disclosure. The exposure
draft clarified the definition
of financial statement surplus
or deficit, which would include
the elimination of the actuarial
asset value adjustment when
calculating the financial
statement surplus or deficit
for accounting purposes. The
exposure draft also made
reference to certain IFRS, which
included guidance on fair value
measurement and disclosure
for investment assets and
investment liabilities. We have
performed a preliminary

BEnEFIT PayMEnTS

analysis of the proposed
changes in the exposure
draft and the IFRS that have
a potential applicability to
OPTrust, and we do not expect
any significant changes to the
financial statements.
In April 2010, after the
completion of our annual
audit and the approval of
the consolidated financial
statements, the AcSB issued
the new Section 4600, Pension
Plans, based on the existing
Section 4100 with proposed
changes. The standards will
apply for annual financial
statements relating to fiscal
years beginning on or after
January 1, 2011. The standards
apply retrospectively to all prior
periods presented.

2009 adMInISTraTIvE EXPEnSES
472

445

426

411

370

341

316

4%
13%

10%

61%

246

283

201
02

03

04

05

06

07

146

116

118

126

135

145
01

12%
123

250
202
00

398

($ millions)

08

09
Salaries and benefits

Pension payments

Information technology

Termination payments and transfers

Professional and administrative services
Office premises and operations
Communications

Pension payments continued to rise in 2009, reflecting both
steady growth in the number of OPTrust retirees and the
impact of inflation-related increases on their annual pensions.
Termination and transfer payments increased in 2009 due
to the processing of several hundred transfers to the Ontario
Pension Board that had previously been delayed.

Total administrative expenses, 2009: $18.1 million
Total administrative expenses, 2008: $17.1 million
Increase in administrative expenses from 2008: 6%
Administrative costs increased by 6% in 2009. OPTrust
continues to make administrative improvements to help deliver a
high-quality cost-effective service to our members and retirees.

OPTrust Annual Report 2009

31

Corporate
directory

From left to right: Tony Ross, Maurice Gabay, Alicia Czekierda, Richard Johnston, Ron Langer, Mahmood Nanji, Maureen Whyte, Scott Campbell, Michael Beswick

Members of the Board of Trustees
at December 31, 2009

Tony Ross, Chair*

Scott Campbell*

Ron Langer**

Vice-Chair (retired)
Merrill Lynch Canada

Corporate Chief Information Officer (retired)
Government of Ontario

Senior Business Adviser
Ministry of Economic Development and Trade

Maurice Gabay, Vice-Chair**

Alicia Czekierda**

Accountant
Ontario Public Service Employees Union
(OPSEU)

Secretary, Robarts/Amethyst Schools
Ministry of Education

Mahmood Nanji*
Assistant Deputy Minister
Ministry of Economic Development and Trade

Richard Johnston*

Maureen Whyte**

Senior Vice-President, Pensions (retired)
Ontario Municipal Employees
Retirement System

Owner, By Chadsey’s Cairns Winery
and Vineyard
Former MPP and President,
Centennial College

Claims Assessor
Ministry of Health and Long-Term Care

Professional Advisors and
Significant Agents

Senior Management,
Administration Division

Senior Management,
Investment Division

Actuaries

Bill Foster

Morgan Eastman

Buck Consultants

Chief Administrative Officer

Chief Investment Officer

Auditors

Hamish Dunlop 1

Enrique Cuyegkeng, CFA

PricewaterhouseCoopers LLP

Vice-President, Policy, Governance
and Communications

Managing Director, Public Market Investments

Michael Beswick*

Custodian
RBC Dexia Investor Services Trust

Charlie Eigl, CA1

* Appointed by the Government of Ontario
** Appointed by OPSEU

Robert Douglas, CFA
Managing Director, Real Estate Investments

Vice-President, Finance

Legal Counsel
Koskie Minsky LLP

Graeme Isdale

Anca Drexler, CFA

Vice-President, Information Technology

Managing Director, Investment Operations
Research and Risk

Maryanne McManus

Janine McLaughlin

Vice-President, Client Applications
Solutions Team

Director, Investment Reporting
and Communications

1

Kevin Warn-Schindel

	Left position in March 2010

Group Head and Managing Director,
Private Markets Group

34

Auditors’ Report

34

Actuaries’ Opinion

35

Management’s Responsibility for Financial Reporting

36

Consolidated Financial Statements

39

Notes to the Consolidated Financial Statements

On the opposite page:
When Lily Siu joined the Ministry of Government Services as
an intern in 2002, it was a great chance to put her degree
in Business Information Systems to work. Now as an acting
Senior Business Solutions Adviser with ServiceOntario,
she is helping develop new ways for Ontario residents and
businesses to access government services online.

“I haven’t spent a lot of time thinking about my
pension, but I know it is helping me build a foundation
for my financial future. I feel lucky to be part of a plan
where my employer contributes, too, and given how
volatile the markets are, it’s good to know the value of
my pension is secure.”

Lily Siu,

OPTrust Member, Ministry of Government Services

Consolidated
financial
statements
As at December 31, 2009
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Auditors’
report

To the Trustees of the OPSEU Pension Plan Trust Fund,
Administrator of the OPSEU Pension Plan
We have audited the consolidated statements of net assets
available for benefits and accrued pension benefits and
surplus of the Ontario Public Service Employees Union
Pension Plan (the Plan) as at December 31, 2009 and
December 31, 2008, and the consolidated statements of
changes in net assets available for benefits, changes in
accrued pension benefits and changes in unallocated surplus
for the years then ended. These financial statements are the
responsibility of the Plan’s administrator. Our responsibility
is to express an opinion on these consolidated financial
statements based on our audits.
We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain
reasonable assurance whether the consolidated financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting
principles used and significant estimates made by the Plan’s
administrator as well as evaluating the overall financial
statement presentation.
In our opinion, these consolidated financial statements
present fairly, in all material respects, the net assets available
for benefits and accrued pension benefits and surplus of the
Plan as at December 31, 2009 and December 31, 2008, and
the changes in its net assets available for benefits, accrued
pension benefits and surplus for the years then ended in
accordance with Canadian generally accepted accounting
principles.

Actuaries’
opinion

We are the appointed actuaries for the Ontario Public Service
Employees Union Pension Plan (the Plan) and have been
retained by the Board of Trustees to perform an actuarial
valuation of the Plan’s assets and liabilities as of December 31,
2009 for inclusion in these consolidated financial statements.
The valuation of the Plan’s liabilities is based on:
•	Membership data provided by OPSEU Pension Trust as of
December 31, 2008;
•	Going concern liabilities determined as of December 31,
2008, projected to December 31, 2009, using
management’s best estimate of the experience
during 2009;
•	Methods prescribed by Section 4100 of the Canadian
Institute of Chartered Accountants’ (CICA) Handbook for
pension plan financial statements; and
•	Management’s best estimate assumptions for consolidated
financial statement purposes as set out in Note 6, which we
believe to be reasonable.
This valuation was undertaken for the purposes of the Plan’s
consolidated financial statements and should not be used for
any other purpose.
We have tested the membership data for consistency and
reasonableness, and we believe it to be sufficient and reliable
for the purposes of the valuation. Furthermore, in our
opinion, the assumptions adopted and methods employed
are appropriate for the purposes of the financial statement
valuation and are in accordance with the requirements of
Section 4100 of the CICA Handbook. Nonetheless, differences
between the Plan’s future experience and the actuarial
assumptions will result in gains or losses in future valuations
and affect the financial position of the Plan.
This valuation has been prepared, and our opinions given, in
accordance with accepted actuarial practice.

Chartered Accountants, Licensed Public Accountants
Toronto, Canada
April 1, 2010

H. Clare Pitcher		
Fellow, Society of Actuaries
Fellow, Canadian Institute
of Actuaries		
April 1, 2010

Charlene Moriarty
Fellow, Society of Actuaries
Fellow, Canadian Institute
of Actuaries
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Management’s responsibility
for financial reporting

The management of the OPSEU Pension Trust (OPTrust) is
responsible for the integrity and objectivity of the financial
information presented in this annual report. The consolidated
financial statements have been prepared in accordance
with Canadian generally accepted accounting principles
and comply with the financial reporting requirements of the
Pension Benefits Act of Ontario. The consolidated financial
statements include amounts that must of necessity be
based on the best estimates and judgment of management
with appropriate consideration as to materiality. Financial
information presented throughout this annual report is
consistent with the consolidated financial statements.
Management has recognized the importance of OPTrust
maintaining and reinforcing a high standard of conduct in
all of its actions, including the preparation and publication
of statements fairly presenting the financial condition
of the OPSEU Pension Plan. Systems of internal control
and supporting procedures are maintained to provide
assurance that transactions are properly authorized, assets
are safeguarded against unauthorized use or disposition
and proper records maintained. The system is augmented
by the careful selection and training of qualified staff,
the establishment of organizational structures providing
for a well-defined division of responsibilities, and the
communication of policies and guidelines of business
conduct throughout OPTrust.

The Board of Trustees has the ultimate responsibility for the
consolidated financial statements presented to Plan members.
An Audit Committee, consisting of Trustees appointed by
each of the Government and OPSEU, reviews the consolidated
financial statements in detail with management and the
external auditors before such statements are recommended
to the Board for approval. The Audit Committee meets on a
regular basis with management and with the external auditors
to review the scope of the audit and discuss auditor findings
and to satisfy themselves that their responsibilities have been
adequately discharged.
PricewaterhouseCoopers LLP, the external auditors, have
conducted an independent examination of the consolidated
financial statements in accordance with Canadian generally
accepted auditing standards and have expressed their opinion
upon completion of such examination in their report to the
Board of Trustees. The auditors have full and unrestricted
access to the Audit Committee to discuss their audit and
related findings as to the integrity of the Plan’s financial
reporting and the adequacy of the system of internal controls.

						
Bill Foster			 Ivan Simon-Rasiah
Chief Administrative Officer 		 Controller		
April 1, 2010
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Consolidated Statement of Net Assets
Available for Benefits and Accrued
Pension Benefits and Surplus
As at December 31 ($ millions)			
		

2009		

2008

ASSETS

Investments (Note 5)		
$ 13,352
$ 13,364
Contributions receivable
22		
22
	Employers			
17		
17
Members 			
2		
3
Other assets			
					 13,393		

13,406

LIABILITIES

Accounts payable and accrued charges 		
Investment-related liabilities (Note 5) 		

(79)		
(1,325)		

(41)
(2,378)

					

(1,404)		

(2,419)

NET ASSETS AVAILABLE FOR BENEFITS		
ACTUARIAL ASSET VALUE ADJUSTMENT (Note 7)		

11,989 		
1,523		

10,987
2,428

$

13,415

Active members		
$ 5,463
$
Pensioners			 5,762 		
905 		
Deferred and divested members			
183 		
Provision for administrative expenses 		

5,662
5,145
640
184

					

12,313 		

11,631

Member rate stabilization fund			
Employer rate stabilization fund			
Unallocated surplus			

404 		
407		
388 		

409
529
846

					

1,199		

1,784

ACTUARIAL VALUE OF NET ASSETS AVAILABLE FOR BENEFITS
ACCRUED PENSION BENEFITS

SURPLUS

(Note 6)

(Notes 8 and 9)

ACCRUED PENSION BENEFITS AND SURPLUS
The accompanying notes to the consolidated financial statements are an integral part of this statement.

			

Tony Ross
Chair

$ 13,512

Maurice Gabay
Vice-Chair

$ 13,512

$

13,415
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Consolidated Statement
of Changes in Net Assets
Available for Benefits
For the years ended December 31 ($ millions)			

2009		

2008

$ 10,987
$ 13,601
1,348 		 (2,435)
390 		
429
(718)		
(591)
(18)		
(17)

NET ASSETS AVAILABLE FOR BENEFITS, BEGINNING OF YEAR

Net investment income/(loss) (Note 10)		
		
Contributions (Note 11)
Benefit payments (Note 12)			
Administrative expenses (Note 13)			
NET INCREASE/(decrease) IN ASSETS AVAILABLE FOR BENEFITS		
NET ASSETS AVAILABLE FOR BENEFITS, END OF YEAR

1,002 		

$ 11,989

(2,614)

$ 10,987

The accompanying notes to the consolidated financial statements are an integral part of this statement.

Consolidated Statement
of Changes in Accrued
Pension Benefits
For the years ended December 31 ($ millions)			

2009		

ACCRUED PENSION BENEFITS, BEGINNING OF YEAR

11,631

$

$

2008
11,114

INCREASE IN ACCRUED PENSION BENEFITS

Income required on accrued pension benefits		
Benefit accrued			
Experience losses		
Purchase of collectively bargained temporary benefits		

		
		
		
		

777
445
–
–

1,413 		

1,222

Benefit payments			
Experience gains			
Administrative expenses recognized		

718 		
–
13 		

591
102
12

					

731		

705

NET INCREASE IN ACCRUED PENSION BENEFITS		

682 		

517

					

827
417
53
116

DECREASE IN ACCRUED PENSION BENEFITS

ACCRUED PENSION BENEFITS, END OF YEAR
The accompanying notes to the consolidated financial statements are an integral part of this statement.

$ 12,313

$

11,631
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Consolidated Statement of
Changes in Unallocated
Surplus
For the years ended December 31 ($ millions)			

Unallocated surplus, beginning of year
Experience gains/(losses) related to financing pension benefits

$

2009		
846

$

2008
1,514

Net investment income/(loss)			
Change in actuarial asset value adjustment		
Income required on accrued pension benefits		

1,348 		
(905)		
(827)		

(2,435)
2,993
(777)

					

(384)		

(219)

Benefits accrued net of contributions		
Experience (losses)/gains			
Administrative expenses 			

(27)		
(53)		
(5)		

(16)
102
(5)

					

(85)		

81

Other experience gains/(losses)

OTHER CHANGES

Net
transfer from/(to) rate stabilization funds		
				

11 		

(530)

					

11 		

(530)

Net Decrease in unallocated surplus		

(458)		

(668)

Unallocated
surplus, end of year
			
The accompanying notes to the consolidated financial statements are an integral part of this statement.			

$

388

$

846

OPTrust Annual Report 2009

39

Notes to the Consolidated
Financial Statements
December 31, 2009

1. Plan Profile
The OPSEU Pension Plan is registered under the Pension Benefits
Act of Ontario and the Income Tax Act (Canada), registration
number 1012046. The Plan is a Registered Pension Trust as defined
in the Income Tax Act and is not subject to income taxes in Canada.
However, the Plan and its consolidated subsidiaries are subject to
other federal, provincial and municipal taxes in Canada, and may be
subject to taxes in other countries.

a.

OPSEU Pension Plan

The OPSEU Pension Plan (the Plan) provides pension benefits for
employees of the Province of Ontario (the Province or Government of
Ontario) in bargaining units represented by the Ontario Public Service
Employees Union (OPSEU) and certain other bargaining units and
employers. The Plan was established under the terms of the April 18,

1994 Sponsorship Agreement between the Province and OPSEU,
which also provided for the establishment of the OPSEU Pension Plan
Trust Fund (the Fund) to hold the net assets available for benefits of
the Plan. These consolidated financial statements reflect the aggregate
financial position of the Plan, including the net assets available for
benefits, accrued pension benefits, and surplus of the Plan.

b.

OPSEU Pension Trust

The Sponsorship Agreement establishes the Province and OPSEU as
joint sponsors of the Plan. The Trustees of the OPSEU Pension Plan
Trust Fund (“OPSEU Pension Trust” or “OPTrust”) are responsible for
the administration and management of both the OPSEU Pension Plan
and the OPSEU Pension Plan Trust Fund, as described in the Trust
Agreement between the sponsors. The Board of Trustees comprises
five persons appointed by each of the Province and OPSEU.

2.	Description of the Opseu Pension Plan
The OPSEU Pension Plan is a contributory defined benefit pension
plan. The Plan’s membership comprises members represented by
OPSEU or certain other designated bargaining agents and employed
by the following organizations:
• The Province of Ontario (civil servants and crown employees)
• Alcohol and Gaming Commission of Ontario
• Centre for Addiction and Mental Health
• 	Legislative Assembly of Ontario
• 	Liquor Control Board of Ontario
• Mental Health Centre Penetanguishene
• 	Niagara Parks Commission
• 	North East Mental Health Centre
• Ontario Agency for Health Protection and Promotion
• Ontario Lottery and Gaming Corporation
• Ontario Pension Board
• 	Ontario Public Service Employees Union (seconded or
acting employees)
• Ontario Shores Centre for Mental Health Sciences
• Ontario Teachers’ Pension Plan Board
• OPSEU Pension Trust (includes non-bargaining unit employees)
• 	St. Joseph’s Health Care Group – Lakehead Psychiatric Hospital
• Workplace Safety and Insurance Appeals Tribunal

a.		 Funding
Contributions and investment earnings fund plan benefits. The
determination of the value of the benefits and required contributions
is based on periodic actuarial valuations for funding purposes.

b. 	Contributions
The OPSEU Pension Plan’s contributions and benefits are integrated
with the Canada Pension Plan (CPP).
The normal contribution formula is 6.4% of salary up to the year’s
maximum pensionable earnings (YMPE) and 8% of other eligible
earnings up to the maximum earnings of $137,385 for the year. The
contributions for both the employees and employers will be increased
by 1% per year beginning in 2010, to a total contribution increase of
3% in 2012.

c.

d.

Pension Benefits

The Plan provides for the payment of a pension benefit equal to
2% of the average of the best five consecutive years of salary, for
each year of credited service. An unreduced pension can be received
at age 65, or before age 65 if the member’s age and credit total
90 (Factor 90) or when the member reaches age 60 and has 20 or
more years of credit.
When a member reaches age 65, his or her pension is reduced
by an amount that reflects the lower contributions made for CPP
pensionable earnings. The reduction at age 65 equals 0.655%
multiplied by the lesser of best average annual salary or final 5-year
average of YMPE, multiplied by years of credit after 1965 (maximum
of 35 years).
	Reduced pensions are available to members who retire after age
55 and before age 65 who are not entitled to unreduced benefits. The
pension reduction is equal to 5% for each year that the member is
under age 65 when he or she retires.

e. 	Inflation Protection
An adjustment to pension benefits for inflation is made annually
based on the Consumer Price Index to a maximum of 8% in any
one year. Where the inflation adjustment exceeds 8% in any one
year, the excess is carried forward to any subsequent year when the
adjustment is less than 8%. The adjustment is made to both current
pensions and the future value of deferred pensions. The inflation
adjustment was 0.5% at January 1, 2010 (January 1, 2009 – 2.5%).

f. 		Death Benefits
Upon the death of a member or pensioner, death benefits are
available to a surviving eligible spouse, eligible children, designated
beneficiary, refund recipient or estate. The death benefit may be in
the form of a survivor pension, a lump sum payment or both. The Plan
provides a 60% survivor pension to an eligible spouse at no cost to
the pensioner. Survivor pensions are also available to the member’s
or pensioner’s children in certain circumstances.
In the case of limited life expectancy, provisions exist to access
lump sum payouts, provided spouses waive their entitlement to a
survivor pension.

Purchase or Buyback of Past Service

Eligible members of the Plan can purchase or “buy back” credit for
past service for certain absences or non-contributory service, subject
to Income Tax Act (Canada) limits. For some types of buybacks,
employees make a matching payment.

g. 	Disability Pensions
A disability pension is available to members with a minimum of 10 years
of credit in the Plan and who meet the criteria as established in the
Plan document. The amount of the disability pension depends on the
years of credit and the average salary of the disabled member.
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h. 	Deferred Pensions

j. 		 Transfers

Members who withdraw from the Plan before age 55 have the
option of leaving their money in the Plan and receiving a pension on
retirement. In addition, members who are moved to other employers
in a divestment situation and enrolled in a new pension plan may be
required by law to accept a deferred pension from the OPSEU Pension
Plan in order to protect benefits earned. The value of deferred
pensions increases annually by the annual inflation protection
adjustment.

In certain circumstances, a member who terminates employment
may be entitled to transfer the value of his or her pension to another
pension plan if OPTrust has a reciprocal transfer agreement with
this plan. In addition, members who do not terminate employment
but must move to the Public Service Pension Plan due to a change
in bargaining unit status are subject to mandatory transfer
arrangements.

i. 		 Termination Payments
Subject to certain restrictions, a member who terminates employment
may be entitled to transfer the commuted value of his or her pension
and/or a refund of contributions to a registered retirement savings
plan, or use these funds to purchase a life annuity. Some refunds of
contributions or excess contributions may also be paid directly to the
former member, subject to withholding of income taxes.

3. Significant Accounting Policies
a.

Presentation

These consolidated financial statements are prepared in accordance
with Canadian generally accepted accounting principles. The financial
statements present the aggregate financial position of the Plan as a
separate financial reporting entity independent of the participating
employers, bargaining units, plan members and pensioners. Certain
prior year financial information has been reclassified to conform with
the presentation adopted in the current year.

b.

Principles of Consolidation

The consolidated financial statements include the accounts of
the Plan’s subsidiaries. All significant intercompany balances and
transactions have been eliminated on consolidation. The subsidiaries
were formed for the purpose of investing in certain real estate and
private market assets.

c.

Use of Estimates

In preparing these consolidated financial statements, management
must make certain estimates and assumptions that primarily affect
the reported values of assets and liabilities, income and expenses and
related disclosures. Actual amounts could differ from these estimates.

d.		Investments
Investments, investment receivables and investment payables are
recognized on a trade date basis and are stated at fair value.
i)

Valuation of Investments

The fair value of investments is the consideration that would be
agreed upon in an arm’s length transaction between knowledgeable
willing parties who are under no compulsion to act. The determination
of fair value is based on market conditions at a specific point in time
and may not be reflective of future values. Fair values determined
using valuation models and techniques require the use of assumptions
that may not be supported by observable market transactions
or available market data. In these cases, the fair values may be
significantly impacted by the choice of assumptions. In periods of
economic turmoil or when markets are illiquid, the determination of
fair value may be more difficult to establish.

Fair values are determined as follows:
CATEGORY

BASIS OF VALUATION

Short-term Investments	Cost plus accrued interest where it approximates
fair value, or the average of market quotes
of closing bid and ask prices. Short-term
investments comprise direct investments of
the Plan and include units of a cash collateral
account comprised of fixed rate instruments
with maturities less than one year and floating
rate instruments with maturities greater than
one year.
Bonds, Debentures and
Average of market quotes of closing bid and ask
Real Return Bonds	prices. Where quoted prices are not available,
estimated values are calculated using discounted
cash flows based on current market yields for
comparable securities.
Public Equity	Closing quoted market price. Where a market
price is not available, market value is determined
by reference to current market information.
Real Estate Assets
Based on estimated fair values using appropriate
and Liabilities	valuation techniques and management’s and/or
third party’s best estimates. Income producing
properties are valued based on independent
appraisals that are conducted at least once
every three years. Investments held through
fund investments are valued using the carrying
values reported by the external fund managers
and updated for any specific market and other
investment factors known to OPTrust that could
affect the fair value of the investment.
		 Mortgages held on real estate investments
are valued using discounted cash flows based
on market yields of securities with comparable
credit risk and term to maturity.
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Fair values (continued)

iii)

CATEGORY

Transaction costs are incremental costs attributable to the
acquisition, issue or disposal of investment assets or liabilities, and
are expensed as incurred.

BASIS OF VALUATION

Private Markets 	Private markets include private equity and
infrastructure investments that are held directly
or through ownership in limited partnership
arrangements or via fund investments. Fair
value is determined using appropriate valuation
techniques and management’s and/or third
party’s best estimates. For investments held
through limited partnerships or funds, fair value
is generally determined based on carrying values
and other relevant information reported by the
investment manager using accepted valuation
methods. In the first year of ownership, cost
is generally considered to be an appropriate
estimate of fair value for private equity and
infrastructure investments unless there is
evidence of a significant change in value.
Derivatives	Market prices are used for exchange traded
derivatives such as futures. Where quoted
market prices are not available, appropriate
valuation techniques are used to determine
fair value. Derivative contracts transacted
by OPTrust either directly with counterparties
in the over-the-counter (OTC) market or on
regulated exchanges include the following
types of contracts:

Interest rate swaps
	An interest rate swap is a contractual agreement
between two parties to exchange a series of
fixed or floating cash flows based on a notional
amount of principal. Interest rate swaps are used
to manage interest rate exposures.

Foreign exchange forwards
	A foreign exchange forward contract is a
contractual agreement between two parties to
exchange a notional amount of one currency for
another at a specified price for settlement on a
predetermined date in the future. OPTrust uses
foreign exchange forward contracts to modify
currency exposure for both hedging and active
currency management.

ii)

Income recognition

Investment income includes interest and dividends, net income from
real estate and private market investments, realized gains and losses on
disposal of investments, and unrealized gains and losses resulting from
changes in the fair value of investments and undistributed income.
CATEGORY

BASIS OF RECOGNITION

Interest income

Accrual basis

Dividend income

Accrual basis on the ex-dividend date

Net operating income for
real estate and private
market investments

Available operating income from the
investment manager

Realized gains and losses
for investments sold

Difference between proceeds on disposal and
the average cost

Unrealized gains and
losses for investments
held

Change in the difference between estimated
fair value and cost

e.

Transaction costs

Actuarial Asset Value Adjustment

The actuarial asset value adjustment reflects the portion of gains or
losses not yet earned or incurred for purposes of determining the
actuarial net assets available for benefits. The actuarial asset value
adjustment provides for the smoothing of gains and losses, mitigating
volatility and providing a more stable basis for determining surplus.
The actuarial value of net assets as at the reporting dates has
been determined using a formula that smoothes out the effects of
the changes in market values over a five-year period. The approach
recognizes differences between the actual and the expected
investment earnings, evenly over the current and following four years.
Management’s best estimate of investment return was 7.0% during
2009 and 2008.

f. 		 Accrued Pension Benefits
The value of accrued pension benefits is determined based on
actuarial valuations prepared by an independent actuarial firm.
Actuarial valuations are prepared every year for financial statement
reporting purposes (financial statement valuations) and at least
every three years for purposes of determining funding requirements
(funding valuations).
For financial reporting purposes, the Canadian Institute of
Chartered Accountants (CICA) requires that pension plans report
the actuarial value of accrued pension benefits using management’s
best estimate assumptions and the projected unit credit method
prorated on service. This method calculates the actuarial value of
pension benefits accrued up to the financial reporting date, after
the projected benefits have been attributed equally to each year of
a member’s service. This method differs from the aggregate method
used for funding purposes, which includes current members’ expected
future contributions and margins of conservatism in the setting of
economic assumptions.

g. 	Contributions
Contributions from members and employers that are due at year end,
including those relating to purchases of credit for prior employment
or leave, and transfers into the Plan, are recorded as a receivable.

h.

Payments

Payments of pensions, refunds and transfers are generally recorded
in the period in which they are incurred. Certain transfers to pension
plans are accrued and recognized as an accrued liability.

i. 		 Surplus
Surplus results from the excess of the actuarial value of net assets
available for benefits over the accrued pension benefits. The actuarial
value of net assets available for benefits comprises net assets
available for benefits and the actuarial asset value adjustment. Plan
sponsors have the option of allocating any portion of their share
of gains from a funding valuation to a rate stabilization fund. The
rate stabilization funds can be used as a reserve against future
contribution increases. The rate stabilization funds form part of
surplus and earn income at the funding valuation interest rate.
Unallocated surplus is the remainder of surplus after considering the
rate stabilization funds.

j.		 Property and Equipment
Property and equipment included in other assets are carried at cost
less accumulated amortization. Amortization is provided on a straightline basis over the estimated useful lives of the capital assets.
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k.

Foreign Currency Translation

Foreign currency transactions are translated into Canadian dollars
at the rates of exchange prevailing at the dates of the transactions.
The fair value of investments and cash balances denominated in
foreign currencies are translated at the rates in effect at year end.
The resulting unrealized gain or loss is included in the consolidated
statement of changes in net assets available for benefits.

l. 		Change in Accounting Policy
In June 2009, the CICA amended Section 3862 to improve fair value
and liquidity risk disclosures. Section 3862 now requires that all
financial instruments measured at fair value be categorized into one of
three hierarchy levels, described below, for disclosure purposes. Each
level is based on the transparency of the inputs used to measure the
fair values of assets and liabilities:
	Level 1 –	inputs are unadjusted quoted prices of identical assets or
liabilities in active markets.
	Level 2 –	inputs are other than quoted prices included in Level 1
that are observable for the asset or liability, either directly
or indirectly.

	Level 3 –	one or more significant inputs used in a valuation
technique are unobservable in determining fair values
of the assets or liabilities.
Determination of fair value and the resulting hierarchy requires the
use of observable market data whenever available. The classification
of a financial instrument in the hierarchy is based upon the lowest
level of input that is significant to the measurement of fair value. Refer
to Note 5(a).

m. Future Accounting Changes
The Canadian Accounting Standards Board (AcSB) confirmed
January 1, 2011 as the date International Financial Reporting Standards
(IFRS) will replace Canadian GAAP for publicly accountable enterprises
(PAE). In 2008, pension plans were given a reprieve from adopting IFRS
and will continue to prepare financial statements in accordance with
CICA Section 4100 Pension plans. In July 2009, the AcSB issued an
exposure draft proposing changes to the current Section 4100. The final
standard is expected to be issued in 2010.
To the extent that aspects of financial reporting by pension plans
are not addressed by Section 4100 plans will refer to IFRS for such
additional guidance.

4.	Risk Management
The Plan is subject to certain risks and engages in risk management
practices to help ensure that sufficient assets will be available to
fund pension benefits. These risks relate primarily to the uncertainty
inherent in achieving sufficient investment returns and in making
forecasts with respect to the ultimate pension liability. Investment
risks arise from the investment activities and include market risk
(interest rate risk, foreign currency risk and price risk), credit risk and
liquidity risk. The management of these financial risks is addressed
through the Statement of Investment Policies and Procedures
(“SIP&P”) which defines investment and risk philosophy, performance
return expectations, asset mix and diversification policy, and
guidelines for the management of investments.

a.

Market Risk

Market risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate as a result of changes in market
prices, whether specific to the individual security or its issuer, or to
factors affecting all securities in the market. In addition to investment
management practices designed to optimize the relationship between
risk and return and through the diversification of investments across
a variety of asset classes, the Plan uses the smoothing of investment
gains and losses and uses margins of conservatism in economic
assumptions to provide capacity to mitigate the negative impact of
market risk. Market risk is comprised of the following types of risk:

i)

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows
of a financial instrument will fluctuate because of changes in market
interest rates. The potential exposure results from either changes in
floating interest rates reducing cash flows, or changes in the asset
values for fixed rate securities (e.g. bonds). During periods of rising
interest rates, the market value of the existing fixed income securities
will generally decrease. See Note 5 for interest rate sensitivity analysis.
The Plan manages interest rate risk for investments by establishing
a target asset mix that provides an appropriate mix between interestsensitive investments and those subject to other risks. A portion
of the interest-sensitive portfolio is actively managed, allowing
managers to anticipate interest rate movements to mitigate or take
advantage of interest rate changes. There are also certain alternative
investments which may have interest rate components making them
subject to interest rate exposure.
ii)

Foreign Currency Risk

Foreign currency risk is the risk that the value of foreign investments
will be affected by changes in foreign currency exchange rates for
Canadian dollars. OPTrust employs currency managers that utilize
currency forward contracts to manage the Plan’s foreign currency
exposure. The Plan’s policy is to hedge approximately 50% of its
currency exposure to investments in developed markets. In addition
to the Plan’s policy hedging program, the active currency managers
may take positions that deviate above or below the 50% target.
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2009				

2008

												
Gross		Impact of		Net		Net
As at December 31 ($ millions)										 exposure		derivatives
exposure		 exposure
Canadian									
$
Investments subject to currency risk
Developed markets
	United States										
	United Kingdom										
	Eurozone										
Asia Pacific										
	Europe – Other										
Emerging markets										

8,204

1,130 		
730 		
459 		
747 		
177 		
543

(516)		
(277)		
(376)		
(337)		
13 		
– 		

614 		
453 		
83
410 		
190 		
543 		

682
351
189
502
192
319

												

3,786 		

(1,493)		

2,293 		

2,235

The impact of derivatives as set out above represents the fair value
of the currency forward contracts and reflects the unrealized gains or
losses on these instruments.
Iii)

Price Risk

Price risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market
prices (other than those arising from interest rate risk or foreign
currency risk), whether those changes are caused by factors specific
to the individual financial instrument or its issuer, or factors affecting
all similar financial instruments traded in the market.
iv)

Value at Risk

OPTrust uses Value at Risk (“VaR”) methodology to monitor market
risk exposure in the overall fund. VaR is a statistical technique that
is used to estimate the potential loss in value of an investment as a
result of movements in market rates and prices over a specified time
period and for a specified confidence level. VaR is estimated by using
an analytical method incorporating monthly returns, evaluated at
confidence levels of 99% and 95%. VaR does not specifically consider
losses arising from severe market events. It also assumes that

$

1,530

$

9,734

$

8,751

historical market data is a sound basis for estimating potential future
losses. If future market conditions and interrelationships of interest
rates, foreign exchange rates and market prices differ significantly
from those of the past, then the estimated potential loss could
materially differ from those estimated. The VaR measure provides
an estimate of a single value in a distribution of potential loss that
the fund could experience.
OPTrust uses VaR to reflect the Fund’s risk profile expected over
a one year horizon. The figures calculated are meant to represent
a “worst-case” loss at the 95% and 99% confidence levels.
The table below highlights the “worst-case” expected loss that
could be experienced in a year, based on the VaR methodology
with 99% and 95% confidence. The potential yearly loss calculation
is based on the total fund’s monthly historical return data from
inception.

									 99% Confidence Level			 95% Confidence Level
										
% Potential					
% Potential
As at December 31 ($ millions)					
Potential loss
Total assets
loss
Potential loss
Total assets		
loss
2009
Net investments					
$
Canadian equity*						
Foreign equity*						

(2,068)
$
(760)		
(812)		

12,027 		
2,421 		
2,884 		

(17.2%)
$
(31.4%)		
(28.2%)		

(1,380)
$
(517)		
(557)		

12,027 		
2,421 		
2,884 		

(11.5%)
(21.4%)
(19.3%)

2008
Net investments					
$
Canadian equity*						
Foreign equity*						

(1,927)
$
(589)		
(792)		

10,986 		
1,885 		
2,806 		

(17.5%)
$
(31.2%)		
(28.2%)		

(1,290)
$
(402)		
(550)		

10,986 		
1,885 		
2,806 		

(11.7%)
(21.3%)
(19.6%)

		

* Exposure includes both equity and other assets held by the investment managers based on their equity mandates.
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Duration is a measure of the sensitivity of the bond portfolio to
parallel shifts in the yield curve. The table below shows the duration
for each portfolio group in OPTrust’s fixed income portfolio and their
respective sensitivity to interest rate changes.
Portfolio Group									
						

		Duration	Impact of 0.25% increase
% of		Duration		contribution		
in interest rates
portfolio
(years)		
(years)		 ($ millions)		
(%)

Fair value

As at December 31						 ($ millions)

2009
Long-term-swap**					
$
Long-term*						
Real return*						

1,238 		
1,205 		
1, 181 		

34%		
33%		
33%		

12.6 		
11.9
17.5

TOTAL					

$

3,624		

100%		

14.0 		

2008
Mid-term*					
$
Long-term*						
Real return*						

1,270 		
1,130 		
1,237 		

35%		
3 1%		
34%		

TOTAL					

3,637		

100%		

		

$

4.3
$
4.0 		
5.7 		

(39)		
(36)		
(52)		

(3.2%)
(3.0%)
(4.4%)

$

(127)		

(3.5%)

6.2 		
11.4 		
17.3 		

2.2
$
3.5 		
5.9 		

(20)		
(32)		
(54)		

(1.6%)
(2.9%)
(4.3%)

11.6		

11.6

(106)		

(2.9%)

14.0

$

* Portfolio group includes fixed income investments held by the investment managers based on their mandates.
** The swap strategy is in transition from Mid-term to Long-term commencing December 2009.

v)

Investment restrictions within the Plan have been set to limit the
credit exposure to security issuers. Short-term investments require
a rating of “R-1” or equivalent and bonds and debentures require
two minimum ratings of “A” or equivalent as determined by any of
Moodys, Standard & Poor’s or the Dominion Bond Rating Service.
Credit exposure to any single counterparty is limited to maximum
amounts as specified in investment policies and guidelines. The
fair value of the fixed income investments and over-the-counter
derivatives exposed to credit risk, by credit rating, is as follows:

Credit Risk

Credit risk refers to the potential financial loss arising from a
counterparty being unable to meet its contractual obligations.
The Plan is exposed to credit risk principally through its investment
securities, securities lending, balances receivable from sponsors
and counterparties to derivative transactions.

						
	Government						
			
Short-term		 and corporate		Real return		 Swaps and		Real		
As at December 31 ($ millions)			
investments
bonds		
bonds		 forwards		
estate		
2009
AAA/R-1 High			
$
AA/R-1 Mid				
A/R-1 Low				
BBB/R-2 Low				
TOTAL			

$

1,296
$
451 		
313 		
– 		
2,060

$

315
$
1,416 		
51 1 		
– 		
2,242

$

Total		

%

2,790 		
1,918 		
838 		
65 		

50%
34%
15%
1%

$

5,611 		

100%

1,179
$
– 		
– 		
–		

–
$
51 		
14 		
– 		

–
$
– 		
– 		
65 		

1,179

65

65

$

$

2008							
AAA/R-1 High			
$
612
$
AA/R-1 Mid				
23 		
A/R-1 Low				
1,919 		
BBB/R-2 Low				
– 		

2,323
$
66 		
8 		
8 		

1,234
$
–
–		
–		

98
$
41 		
48 		
– 		

–
$
– 		
– 		
40 		

4,267 		
130 		
1,975 		
48 		

66%
2%
31%
1%

TOTAL			

2,405

1,234

187

40

6,420 		

100%

$

2,554

$

$

The counterparty credit risk associated with derivative transactions
is managed by only engaging in transactions with counterparties with
credit ratings of A and higher. In addition, for interest rate swaps, a
credit support annex has been put in place with each counterparty
which requires that collateral be obtained when there is exposure to
these counterparties. As at December 31, 2009, no collateral was held
(2008 – $nil).

$

$

Credit risk for investments in derivatives is measured by
the positive fair value of the contractual obligations with the
counterparties less any collateral or margin received as at the
reporting date. The Plan has exposure to derivatives as follows:

										
							
	Notional		
As at December 31 ($ millions)						
amount		

2009						
Fair Value		
Assets		Liabilities		

Interest rate swaps					
$
Foreign exchange forwards						

1,978
$
3,349 		

19
$
46 		

TOTAL DERIVATIVES					

5,327

65

$

$

$

$

7
$
9 		
16

$

Notional
amount		

2008
Fair Value
Assets		Liabilities

1,970
$
6,724 		

118
$
69 		

–
124

8,694

187

124

$

$
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In addition, 74% (2008 – 71%) of the Plan’s investments are
marketable and can be liquidated relatively quickly. The Plan also
invests in real estate and private markets which typically are
more illiquid. As a result, these investments may not be able to be
liquidated at their fair values in a short timeframe which may expose
the Plan to certain liquidity risk.
The remaining terms to contractual maturity or repricing dates,
whichever dates are earlier, of interest bearing investments, including
derivatives and mortgages, are as follows:

vi)	Liquidity Risk

Liquidity risk is the risk that the Plan has insufficient cash flows to
meet its pension obligations and other commitments and expenses
as they become due. OPTrust also has significant investment
commitments which are still to be funded (see Note 15) that expose
the Plan to certain liquidity risk.
Cash inflows are derived from member and employer contributions,
earned income, principal repayments on fixed income investments
and the proceeds from sales of other securities. Excess cash flows,
after meeting pension obligations and operating expenses, are reinvested. The Plan forecasts and manages cash flows to ensure it
meets its obligations when due, without unintended early liquidation
of assets.
As at December 31 ($ millions)				

		
		

			

					
					

Term of maturity

Within 1		
year		

2009
Short-term investments					
$
1,927
$
Government of Ontario debentures					
114 		
Bonds							
Canadian government						
– 		
Provincial government						
– 		
Corporate						
– 		
	Real return					
– 		

Subtotal					

1 to 5 		
years		
133
$
950 		
23 		
29 		
12 		
– 		

5 to 10 		
years		
–
$
– 		
– 		
51 		
26 		
– 		
77

Over 10				Yield to
years		
Total		 maturity
–
$
– 		

2,060 		
1,064 		

0.6%
2.3%

240 		
492 		
305 		
1,179 		

263 		
572 		
343 		
1,179 		

3.7%
4.6%
5.3%
1.5%

2,041 		

1,147 		

2,216 		

5,481 		

2.0%

Interest rate swaps						
Real estate						
Mortgages related to real estate					

(687)		
– 		
(9)		

(409)		
– 		
(199)		

1,109 		
53 		
(98)		

– 		
12 		
(26)		

13
65 		
(332)

6.3%

TOTAL						

1,345 		

539 		

1,141 		

2,202 		

2,460

(110)

760

5,227

2008
TOTAL					

$

OPTrust maintains $250 million (2008 – $250 million) of unsecured
credit facilities to meet potential liquidity requirements primarily for
investment purposes. As at December 31, 2009, the total amount
drawn on the credit facility was $ 13 million (2008 – $ nil).

b.		 Securities Lending
The Plan participates in a securities lending agreement whereby it
lends securities to approved borrowers. OPTrust secures its exposure
through the receipt of security or cash collateral of at least 102% of
the value of the securities lent. All securities lent are recallable on
demand at the option of OPTrust.
The program includes cash collateral lending under which cash
collateral held is reinvested in a short-term pooled fund to earn a
rate of return in excess of the interest paid on the collateral to the
borrower. The most significant concentration of credit risk for the
Plan is with the State Street Global Securities Lending Canadian
Fund A, of which the plan held $938 million (2008 – $1,919 million)
in short-term investments from cash collateral received through its
securities lending arrangement as at December 31, 2009.

$

$

$

2,910

$

6,020

Credit risk associated with the borrower is mitigated by requiring
the borrower to provide collateral with market values exceeding the
market value of the loaned securities as well as an indemnification by
the custodian. Credit risk associated with the reinvestment of cash
collateral is mitigated by the investment policies and practices of the
reinvestment fund which emphasize preservation of capital. However,
there is liquidity risk related to the recent lack of liquidity in shortterm markets which can result in significant discounts on longer
maturity instruments.
As at December 31, 2009, the Plan’s investments included loaned
securities with a fair value of $1,270 million (2008 – $2,092 million).
The fair value of collateral received in respect of these securities on
loan was $1,307 million (2008 – $2,142 million) which includes cash
collateral of $947 million and other securities of $360 million.
The following table shows the fair value of cash collateral and
obligation under securities lending agreements, and the net
investment income from securities lending:

As at December 31 ($ millions)														

Reinvested cash collateral included in short-term investment										
$
Obligation under securities lending agreements												

2009		
938
$
(947)		

2008
1,919
(1,942)

UNREALIZED GAIN (LOSS)														

(9)		

(23)

Net income from program							
	Revenues														
Change in unrealized gain (loss)													

4 		
14 		

8
(23)

NET INCOME (LOSS)													

18

		

		

$

$

(15)
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5.	Investments
The following schedule summarizes the fair value and average cost
of the Plan’s investments before allocating the market exposure
related to derivative financial instruments to the asset classes to
which they relate.
									
							
As at December 31 ($ millions)		
			

2009						

2008

Fair		
value		

Cost

Fair 				
value		Cost
% of assets		

		

Fixed income
						
$
89
$
Cash					
	Short-term investments						
2,060 		
Government and corporate bonds					
1,178 		
1,179 		
	Real return bonds						
Government of Ontario debentures					
1,064

		
% of assets

90 		
2,072 		
1,157 		
990 		
865 		

1%
$
17%		
10%		
10%		
9%		

697
$
2,554		
1,140		
1,234		
1,265		

691		
2,577 		
1,135		
1,144		
1,006		

6%
23%
10%
11%
12%

								

5,570 		

5,174 		

47%		

6,890		

6,553		

63%

Public equity
		
Canadian 						
Foreign						
Foreign pooled equity linked investments				

2,408 		
2,643 		
156 		

2,082 		
2,405 		
153 		

20% 		
22% 		
1%		

1,791		
2,184		
61		

2,086		
2,551		
87		

16%
20%
1%

								

5,207 		

4,640 		

43% 		

4,036		

4,724		

37%

Real estate						
Private markets						
Investment-related assets
Accrued income						
Due from brokers						
	Unrealized gains and amounts receivable
		 on derivative contracts						

1,582 		
862

1,717		
935 		

13% 		
7%		

1,521		
686		

1,471		
714		

14%
6%

60 		
6 		

60 		
6 		

0%		
0%

41		
3		

41		
3		

0%
0%
2%

			

					

INVESTMENT ASSETS					

$

65 		
131 		
13,352

$

Investment-related liabilities							
(13)		
Due to brokers 						
Mortgages related to real estate					
(332)		
(17)		
Other liabilities						
	Unrealized losses and amounts
		 payable on derivative contracts					
(16)		
(947)		
Obligation under securities lending agreements			

1%

187		

–		

66 		

1%

231		

44		

2%

12,532 		

111%

13,506		

122%

–

–
(947)		

0% 		
(8%) 		

(1,325)		

(1,304)		

12,027

11,228 		

			

$

0% 		
(22)		
(22)		
(3%) 		
(290)		
(288)		
0%						

NET INVESTMENTS					

$

13,364

(13)		
(327)		
(17)		

								
$

$

(11%) 		
100%

$

0%
(3%)
0%

(124)		
(1,942)		

–		
(1,942)		

(2,378)		

(2,252)		

(22%)

10,986

11,254		

100%

Private
markets		

Total

$

(1%)
(18%)

Net assets by portfolio are:
					
			 Securities		
As at December 31 ($ millions)						
lending		
		

2009
Cash and short-term investments				
$
Other investment assets						
Investment related assets						
Investment related liabilities						

NET INVESTMENTS					

$

2008
Cash and short-term investments				
$
Other investment assets						
Investment related assets						
Investment related liabilities						
NET INVESTMENTS					

$

938
$
– 		
– 		
(947)		
(9)

$

1,919
$
– 		
– 		
(1,942)		
(23)

$

Fixed 		
income		
1,097
$
3,421 		
37 		
(6)		
4,549

$

Public		Real		
equity		
estate		
100
5,207
60
(23)

$

14
$
1,582 		
33 		
(349)		

–
$
862 		
1 		
– 		

5,344

$

1,280

863

(2)
$
4,243 		
136 		
– 		

614
$
4,067 		
82 		
(126)		

4,377

4,637

$

$

$

85
$
1,521 		
13 		
(308)		
1,311

$

$

2,149
11,072
131
(1,325)
12,027

–
$
686 		
– 		
(2)		

2,616
10,517
231
(2,378)

684

10,986

$
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a.

Fair Value Hierarchy

The OPTrust’s financial instruments are categorized within the fair
value hierarchy as described in Note 3 as follows:
2009		
As at December 31 ($ millions)										

Level 1		Level 2 		Level 3		

Fixed income
						
Cash									
$
	Short-term investments										
Government and corporate bonds									
	Real return bonds										
Government of Ontario debentures									
Public equity			
							
Foreign pooled equity linked investments								
Real estate										
Private market										
Investment related assets*										
Investment related liabilities*										

89
$
961 		
– 		
– 		
– 		
5,049 		
156 		
– 		
– 		
66 		
(978)		

–
$
1,099 		
1,178 		
1,179 		
1,064 		
2
– 		
65 		
– 		
65 		
(347)		

NET INVESTMENTS									

5,343

4,305

		

		

$

$

$

Total

–
$
– 		
– 		
– 		
– 		
– 		
– 		
1,517 		
862 		
– 		
– 		
2,379

$

89
2,060
1,178
1,179
1,064
5,051
156
1,582
862
131
(1,325)
12,027

* Certain items categorized under Level 1 were measured at amortized cost which approximates fair value.

The following is a reconciliation of Level 3 fair value measurements
for the year ended December 31, 2009.
2009												
For the year ended December 31 ($ millions)											
		

Real		
Estate		

Private
Markets		

Total

Balance, beginning of year											
$
	Earned Income												
	Realized gains (losses)												
	Unrealized losses												
Purchases, sales and settlements, net											
Transfers into or (out) of Level 3										

1,481
$
52 		
9		
(208)		
183 		
– 		

686
$
39 		
(1)		
(45)		
183 		
– 		

BALANCE, END OF YEAR											

1,517

862

		

Sensitivity to changes
The ability of OPTrust to determine the sensitivity of our real estate
and private markets investments to possible alternative assumptions
that could affect the fair value of the investment is limited to those
investments that we hold directly and have some influence over. For
co-investments or fund investments where OPTrust does not have the

$

$

									 Key factor		 Fair value		

+0.50%		

(57)		
5 		

		

-0.50%

65
(5)

+0.25%		

-0.25%

410 		

(11)		

11

2009						

2008		

			

Private markets									

b.

2,379

ability to look through to the underlying investments, no meaningful
information is available. The sensitivity for the relevant assumptions
impacting the fair value for the direct investments for real estate and
private markets investments is as follows:

Real estate							
Discount or capitalization rate 		
971 		
Mortgages related to real estate								
Interest rate 		
(332)		
							
												 Key factor		 Fair value		

As at December 31 ($ millions)

$

2,167
91
8
(253)
366
–

Discount rate 		

Significant Investments

At December 31, the Fund held the following investments, each having
a fair value or cost exceeding one per cent of the fair value or cost of
net investment assets.
									
							
As at December 31 ($ millions)				
		

	Number of						Number of
investments		 Fair value		Cost		investments		 Fair value		

Fixed income						
Public equity						
Private markets						
				

7
$
3 		
1 		

The investments where the individual issue has a cost or fair value
exceeding one per cent of the cost or fair value of net investment
assets were comprised of one or more holdings of the following:

3,067
$
414 		
152 		

2,701 		
339 		
227 		

8
$
– 		
1 		

4,309
$
– 		
196 		

Cost
3,993
–
227

Fixed Income	State Street Global Securities Lending Canadian
Fund A, Province of Ontario and Government
of Canada
Public equity	Toronto Dominion Bank, Royal Bank of Canada
and State Street S&P – Common Trust Fund
Private markets	Kemble Water Holdings Limited
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6. Accrued Pension Benefits
a.

Financial Statement Valuation

The accrued pension benefits as at December 31, 2009 are based
on an extrapolation of the latest actuarial valuation performed as
of December 31, 2008.

The Plan annually reviews the actuarial assumptions used
in the financial statement valuation to ensure that they reflect
management’s best estimate of expected trends. The key
assumptions used for the valuation and extrapolation are as follows:

																
		

Rate of return on plan assets														
Inflation rate														
Rate of pensionable earnings increases													

2008

2009
7.00%		
2.75%		
3.50%		

7.00%
2.75%
3.50%

The impact of a 0.50% change in the above assumptions on
accrued pension benefits, keeping all other assumptions
unchanged, is shown in the table below.
		
Sensitivities to changes										
($ millions)										
		

Rate of return on plan assets									
Inflation rate									
Rate of pensionable earnings increases								

b.

$

2009				 2008
+0.50%		 -0.50%		 +0.50%		
-0.50%
(723)
$
(38)		
170 		

823
$
45 		
(159)		

(730)
$
(39)		
179 		

829
44
(162)

Funding Valuation

The funding valuation is based on the aggregate method. This method
considers a time horizon that includes accumulation of benefits and
receipt of contributions in respect of current members in future
periods. Generally, the actuarial assumptions used to determine
the pension liabilities for funding purposes are more conservative
than those used for the financial statement valuation. The funding
valuation is used to identify gains or losses, which are allocated
equally between members and the Government of Ontario. Gains
are allocated at the discretion of the sponsors to funds benefit
improvements, reduce contributions, reduce any existing funding
deficiencies or are set aside in the form of rate stabilization funds.
Funding deficiencies resulting from losses must be funded over a
maximum of 15 years from either increased contributions or rate
stabilization funds. Accrued pension benefits are valued using
economic assumptions developed by reference to long-term
market conditions.

In accordance with the Pension Benefits Act of Ontario and the
Income Tax Act (Canada) and Regulations, an actuarial valuation
for funding purposes is required to be filed at least every three
years to estimate the Plan’s gains or losses, and to determine the
Plan’s funding requirements. The last funding valuation filed with
the Financial Services Commission of Ontario was prepared by Buck
Consultants as at December 31, 2008. The funding deficit reported
in that funding valuation was $606 million after giving effect to a 1%
contribution increase to be implemented in each of 2010, 2011 and
2012. The remaining deficit is funded by payments of $32 million per
year from each of the member and the employer rate stabilization
funds, starting in 2009. The key assumptions used for the funding
valuation are the same as those used for the financial statement
valuation, except that the assumed rate of return on plan assets is
reduced by 0.25% as a margin of conservatism.

7. Actuarial Asset Value Adjustment
The actuarial value of net assets available for benefits is determined
by using a formula that smoothes out the effects of the changes in
market values over a five-year period. The adjustment represents
the deferred portion of gains or losses resulting from the difference
between the actual and management’s best estimate of the return on
those investments. Differences are deferred and amortized over the
current and following four years.

The Canadian Institute of Actuaries has issued an educational
note on the application of asset valuation methods, which may limit
the actuarial asset value adjustment to a fixed percent of the net
investment assets. While no limit has been applied in the preparation
of the 2008 and 2009 financial statements, depending on investment
performance, limits may be applied in future years.
The following schedule provides the composition of the actuarial
asset value adjustment as at December 31:

							Deferred gains									 Deferred gains
								
(losses)				Timing of recognition of deferred gains (losses)		
(losses)

($ millions)						

2009		

2010		

2011		

2012		

2013		

2005							
2006							
2007						
2008							
2009							

– 		
138 		
(125)		
(2,009)		
473 		

– 		
138 		
(63)		
(670)		
118 		

– 		
– 		
(62)		
(670)		
118 		

– 		
– 		
– 		
(669)		
118 		

– 		
– 		
– 		
– 		
119 		

(477)

(614)

(551)

119

		

TOTAL					

$

(1,523)

$

$

$

$

$

2008
162
275
(187)
(2,678)
–
(2,428)
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8.	Rate Stabilization Funds
For the years ended December 31 ($ millions)											

2009		

Member fund										
Balance, beginning of year													
$
Interest earned on funds														
Allocation from (to) surplus														
Use of funds for funding deficiency													

															

409
$
27 		
– 		
(32)		

2008
148
26
235
–

(5)		

261

BALANCE, END OF YEAR														

404 		

409

Employer fund							
Balance, beginning of year													
Interest earned on funds														
Allocation from (to) surplus														
Purchase of collectively bargained temporary benefits											
Use of funds for funding deficiency													

529 		
27 		
– 		
(117)		
(32)		

260
34
235
–
–

																

(122)		

BALANCE, END OF YEAR													

407

$

$

269
529

9. Surplus
As at December 31, 2009, the surplus for financial statement
purposes was $1,199 million (2008 – $1,784 million), which comprised
rate stabilization funds of $811 million (2008 – $938 million) and
unallocated surplus of $388 million (2008 – $846 million).
Changes in surplus result from differences between actual and
expected investment return; differences between actual experience
and that expected in accordance with the assumptions used in
valuing the accrued pension benefits; differences between the actual
contributions made to the plan and the benefits accrued during
the year; and the use of surplus to fund benefit improvements and
contribution reductions.
	Experience gains or losses related to investment return represent
the difference between actual investment earnings, adjusted for the
impact of smoothing and the expected investment earnings, based on
the rate of return used to value the accrued pension benefit.

OPTrust defines capital as the funded position of the Plan, whether
in surplus or deficit. Surplus is generated during periods of strong
economic performance and drawn down during periods of poor
economic performance in order to maintain the Plan’s capacity to pay
its pension obligations without unduly affecting contribution levels.
While there are no regulatory requirements for surplus there are
limits imposed by the Income Tax Act (Canada). Deficits are required
to be funded over a period not to exceed 15 years.
The generation of surplus is dependent on OPTrust’s ability to
generate investment and other experience gains in excess of the
amounts required to fund the pension obligations. Gains arise
both from temporary positive variations in expected results from
those assumed which in turn are offset by negative variations,
and permanent gains which result from the use of conservative
assumptions. Surplus assets are commingled with those investment
assets supporting the pension liabilities.
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10.	Net Investment Income/(Loss)
													
	Realized		 Unrealized	Net Investment
												
Earned		
gains/
gains/		 income/
For the year ended December 31 ($ millions)							
income		
(losses)		
(losses)
(losses)
		

2009
Fixed income
						
Cash and short-term investments								
$
Government and corporate bonds									
	Real return bonds										
Government of Ontario debentures									

8
$
56 		
31 		
112 		

–
$
6 		
14 		
(10)		

4
$
16 		
99 		
(60)		

12
78
144
42

												
Public equity
		
Canadian										
Foreign										
Foreign pooled equity linked investments								

207 		

10 		

59 		

276

66 		
64 		
–		

(45)		
(128)
(26) 		

621 		
605 		
29 		

642
541
3

												
Real estate										
Private markets										
Foreign exchange forward contracts									

130 		
67 		
39 		
– 		

(199)		
9 		
(1)
127 		

1,255 		
(183)		
(45)		
(14)		

1,186
(107)
(7)
113

443 		

(54)		

1,072 		

1,461

		

			

								

Investment expenses							
Investment manager fees																
Custodial fees																
Transaction fees																
Other investment expenses																

																		
NET INVESTMENT INCOME/(LOSS)														
			

2008
Fixed income
						
Cash and short-term investments								
$
Government and corporate bonds									
	Real return bonds										
Government of Ontario debentures									

(53)
(2)
(7)
(51)
(113)

$

1,348

23
$
70 		
35 		
129 		

(2)
$
(28)		
– 		
(12)		

(17)
$
(38)		
(23)		
(8)		

4
4
12
109

												
Public equity
		
Canadian										
Foreign										
Foreign pooled equity linked investments								

257 		

(42) 		

(86) 		

129

98 		
129 		
– 		

(120)		
(390)		
(19)		

(1,003)		
(896)		
(13)		

(1,025)
(1,157)
(32)

												
Real estate										
Private markets										
Foreign exchange forward contracts									

227 		
60 		
2 		
– 		

(529)		
18
– 		
(388)		

(1,912)		
(57)		
7 		
123 		

(2,214)
21
9
(265)

			

546 		

(941)		

(1,925) 		

(2,320)

Investment expenses							
Investment manager fees																
Custodial fees																
Transaction fees																
Other investment expenses																

(56)
(2)
(17)
(40)

		

									

																		
NET INVESTMENT INCOME/(LOSS)												
			

		

$

(115)
(2,435)
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11.	Contributions
For the years ended December 31 ($ millions)													

2009		

2008

Members							
Current service													
$
Prior service														
Long term income protection*														

160
$
10 		
9 		

159
11
7

																

179 		

177

Employers							
Current service														
Prior service														
Long term income protection														

160 		
9 		
9 		

159
11
7

																

178 		

177

Transfers from other plans														

33 		

75

						

							

TOTAL CONTRIBUTIONS													

$

390

$

429

* The employer pays the member’s contributions.

12.	Benefit Payments
For the years ended December 31 ($ millions)													

2009		

2008

Retirement pensions													
$
Transfers to the Ontario Pension Board													
Transfers to other plans														
Refunds and commuted value transfers													

472
$
162 		
35 		
49 		

445
93
7
46

TOTAL BENEFIT PAYMENTS													

718

$

591

						

$

13. Administrative Expenses
For the years ended December 31 ($ millions)

												

2009		

2008

Salaries and benefits													
$
Information technology														
Professional and administrative services													
Office premises and operations														
Communications														

11.0
$
2.2 		
1.9 		
2.3 		
0.7 		

9.8
2.3
1.5
2.4
1.1

TOTAL ADMINISTRATIVE EXPENSES												

18.1

$

17.1

						

Audit expenses for the Plan were $0.4 million in 2009 (2008 –
$0.2 million). Non-audit fees comprising tax and risk management
services totaled $0.4 million in 2009 (2008 – $0.1 million). Total
fees paid in 2009 to PricewaterhouseCoopers, the auditor of the
Plan, were $0.8 million (2008 – $0.3 million). Actuarial expenses

$

paid to Buck Consultants, the Plan actuaries, were $0.9 million in
2009 (2008 – $0.8 million). Included in administrative expenses are
trustees support expenses for meeting expenses, consulting services
and communication, which totalled $453 thousand in 2009 (2008 –
$524 thousand).
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14.	Compensation
a.

Trustees’ Compensation

b.		 Senior Management Compensation

The Trustees of the Plan do not receive compensation from the
Trust. They are reimbursed for incidental expenses which totalled
$35 thousand in 2009 (2008 – $79 thousand). The Trustees
appointed by the Province of Ontario receive $200 per meeting
that they attend and are paid directly by the Province.
									
($ thousands)						
Year
		

Compensation earned by the Chief Administrative Officer, Chief
Investment Officer and Vice-President Finance over the past three
years was as follows:

Base
earnings

Annual
incentive

Supplementary		
pension benefit

Other
benefits		

Total

Bill Foster1						
Chief Administrative Officer						
								

2009
$
2008		
2007		

257
$
236 		
220 		

Morgan Eastman						
Chief Investment Officer						
								

2009
2008
2007		

432 		
432 		
404 		

318 		
– 		
– 		

67 		
63 		
46

28 		
51 		
24 		

845
546
474

Charles Eigl						
Vice-President Finance						
								

2009		
2008		
2007		

242 				
235 		
–		
218 		
–

27 		
25 		
20 		

21 		
20 		
18 		

290
280
256

–
$
– 		
–		

54
$
40 		
35 		

31
$
19 		
18 		

342
295
273

1	Bill Foster became Chief Administrative Officer, effective October 19, 2009. Prior to this appointment, Mr. Foster held the position of Vice-President, Member and Pensioner Services.
The 2009 amounts reflect compensation from both positions.

The responsibilities of the Chief Administrative Officer and the
Chief Investment Officer include the establishment of competitive
compensation practices for the management and staff under their
control, which may contain bonus and retention payments. The Board
of Trustees has oversight, through its Governance and Compensation
Committee of the structure of its incentive program. The Board’s
advisor for compensation purposes is Hugessen Consulting Inc.
Additional disclosure on the annual incentive, the supplementary
pension benefit and the employer’s share of employee benefits has
also been provided.
Annual incentive – The Annual incentive amounts relate to the year
that they are paid and relate to performance in the prior year.

Supplementary pension benefit – Employees of the OPTrust are
eligible to contribute to the OPSEU Pension Plan, which provides
pension benefits based on years of credit and average salary up to
the maximums allowed under the Income Tax Act (Canada). In addition
to regular pension benefits, compensation arrangements provide for
the accumulation of pension benefits under a supplementary pension
plan in excess of that maximum based on the same pension plan
formula without regard to regulatory maximums. This supplementary
plan is administered by the Province of Ontario. The supplementary
pension benefit disclosed above reflects the present value of the
increase in the future benefit accrued since the end of the previous
year less employee contributions paid during the year.
Other benefits – includes vacation payouts, severance pay, other
taxable benefits and the employer’s share of all employee benefits
(excluding the supplementary pension benefit) made on behalf of
employees.

15. Guarantees, Commitments and Contingencies
In the normal course of its business, the Plan may, from time to
time, provide guarantees to various counterparties and enter into
commitments which may be considered material within the context
of the Fund.
OPTrust indemnifies its trustees and staff against certain claims that
may be made against them. Otherwise there are no guarantees that
might be considered material outstanding as at December 31, 2009.

The Plan has committed to fund certain investments over the next
several years in accordance with the terms and conditions agreed to.
As at December 31, 2009, these commitments totalled $956 million
(2008 – $1,368 million).
As at December 31, 2009, the Plan was involved in litigation and
claims which arise in the normal course of business. The outcome of
such litigation and claims is inherently difficult to predict. However,
in the opinion of management, any liability that may arise from
contingencies would not have a significant adverse effect on the
consolidated financial statements of the Plan.
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Ten-Year Review

($ millions)		

2009		

2008		

2007		 2006		 2005		 2004		 2003		 2002		

2001		 2000

CHANGES IN NET ASSETS										
Increase in net assets										
Net investment income/(loss)
$ 1,348 $ (2,435) $ 659 $ 1,537 $ 1,564 $ 1,069 $ 1,408 $ (688) $ (359) $
Member contributions		
179
177 		
173 		
161 		
153 		
108 		
82 		
55 		
54
Employer contributions		
178 		
177 		
173 		
161 		
153 		
148 		
145 		
124 		
127 		
Transfers from other plans		
33
75 		
16 		
13 		
17 		
20 		
15 		
16 		
10
Special and other payments		
–		
–
–
–
– 		
– 		
– 		
99 		
40 		
			

$ 1,738 $ (2,006) $

1,021 $ 1,872 $ 1,887 $ 1,345 $ 1,650 $ (394) $

Decrease in net assets										
Pension payments		
472		
445 		
426 		
411 		
Termination payments and transfers		 246 		
146 		
116 		
118 		
Operating expenses		
18 		
17 		
17 		
19 		
				

736 		

608 		

INCREASE/(DECREASE) IN NET ASSETS $ 1,002 $ (2,614) $

559 		

548 		

(128) $

901

316 		
201 		
22 		

283
145 		
20 		

250
202
18

448 		

470

398 		
126 		
22 		

370 		
123 		
22 		

341 		
135 		
23 		

546 		

515 		

499 		

539

830 $

1,151 $

(933) $ (576) $

462 $ 1,324 $ 1,341 $

654
60
132
17
38

431

										
NET ASSETS										
Investments										
Cash and short-term investments		 2,149 		 3,251 		 3,165 		 3,419 		
874 		
219 		
172 		
204 		 202 		
514
Government and corporate bonds		 1,178 		 1,140 		 1,371 		 1,364 		 906 		
765
853 		 686
658 		 506
Real return bonds		 1,179 		 1,234 		 1,257 		 1,277 		 1,103 		 804 		
582 		
549 		 493 		
528
Government of Ontario debentures		 1,064 		 1,265 		
1,411 		 1,603 		 1,783 		 1,953 		 2,090 		 2,200 		 2,243 		 2,313
Public equities – Canadian		 2,408 		 1,791 		 3,177 		 2,878 		 2,917 		 2,792 		 2,601 		 2,017 		 2,192 		 3,184
Public equities – Foreign		 2,799
2,245 		 3,940 		 4,348 		 3,680 		 3,680 		 3,265 		 2,784 		 3,546 		 2,884
Real estate		 1,582 		 1,521 		 1,201 		
777 		
542 		
220 		
40 		
41 		
45 		
43
Private markets		 862 		
686 		
466 		
228 		
–		
–		
–		
– 		
–		
–
Investment related receivables		
131 		
231 		
76 		
96		
96		
122		
108		
23		
26		
26
			

$13,352 $ 13,364 $ 16,064 $15,990 $ 11,901 $ 10,555 $

Contributions receivable from members		
Contributions receivable from employers		
Other assets		

17 		
22 		
2 		

17 		
22 		
3 		

15 		
25 		
3 		

12 		
22 		
4 		

12
25 		
5 		

11
24 		
7 		

9,711 $ 8,504 $ 9,405 $ 9,998
10 		
21 		
10 		

7 		
25 		
13 		

6 		
21 		
12 		

7
19
5

TOTAL ASSETS
$ 13,393 $ 13,406 $ 16,107 $ 16,028 $ 11,943 $ 10,597 $ 9,752 $ 8,549 $ 9,444 $10,029
Liabilities									
Accounts payable and accrued charges		
(79)		
(41)		
(32)		
(25)		
(17)		
(25)		
(20)		
(44)		
(7)		
(15)
Investment related liabilities		 (1,325)		 (2,378)		 (2,474)		 (2,864)		
(111)		
(98)		
(88)		
(12)		
(11)		
(12)
TOTAL LIABILITIES
$(1,404) $ (2,419) $ (2,506)		 (2,889)		
(128)		
(123)		 (108)		
(56)
(18)		
(27)
NET ASSETS AVAILABLE FOR BENEFITS		 11,989
10,987 		 13,601 		 13,139 		 11,815		 10,474 		 9,644 		 8,493 		 9,426 		 10,002
Accrued pension benefits		 12,313
11,631 		 11,114 		 10,460 		 9,944		 9,525 		 8,865 		 8,389 		 7,832 		 7,713
Actuarial asset value adjustment		 (1,523)		 (2,428)		
565 		 1,341 		
899		
(30)		 (704)		 (1,774)		 (774)		
316
SURPLUS

$ 1,199 $ 1,784 $ 1,922 $ 1,338 $

INVESTMENT PERFORMANCE (%)										
Rate of Return		 13.6% (16.2%)		 5.6%		 13.4%		
After inflation		 12.3%		 (17.4%)		 3.2%		 11.4%		
Benchmark		 14.3%		 (16.8%)		 4.2%		 11.7%		
After inflation		 13.0%		 (18.0%)		 1.8%		 9.7%		

972 $

15.6%		
13.4%		
14.6%		
12.4%		

979 $ 1,483 $ 1,878 $ 2,368 $ 1,973

11.7%		
9.6%		
11.5%		
9.4%		

17.3%		
15.3%		
13.6%		
11.6%		

(7.2%)		
(11.1%)		
(7.8%)		
(11.7%)		

(3.5%)		 7.0%
(4.2%)		 3.8%
(4.4%)		 3.3%
(5.1%)		 0.1%

OPSEU
Pension
Trust

Member and Pensioner Services
1 800 637-0024 (toll-free in Canada)
416 681-6100 (Toronto)
General Information
1 800 906-7738 (toll-free in Canada)
416 681-6161 (Toronto)
Fax: 416 681-6175
E-mail: email@optrust.com
Website: www.optrust.com
OPSEU Pension Trust
1 Adelaide Street East
Suite 1200
Toronto, Ontario
M5C 3A7
ISSN 1204-0525

OPTrust Publications
It’s Your Pension
Your Pension and Buying Back Credit
Your Pension and Divestments
Your Pension and Planning Your Retirement
Your Pension during Retirement
OPTrust Proxy Voting Guidelines
OPTions – newsletter for plan members
Pension Connection – newsletter for retirees
Fact Sheets – on various topics for members and retirees
OPTrust’s publications and other information about
the OPSEU Pension Plan are available online at
www.optrust.com.

This report summarizes certain provisions of the
OPSEU Pension Plan. Please note that this report
does not create any rights to benefits not provided
for in the actual terms of the Plan. In the event of
any conflict or omission, the legal requirements of
the OPSEU Pension Plan will govern in all cases.

