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Teachers’ tussles with shortfall

Pension fund manager must file a plan by autumn
dealing with $12.7 billion assets and liabilities gap

JAMES DAW
BUSINESS COLUMNIST

Ontario teachers are facing a $12.7

billion pension shortfall and must
decide what to do about it before
the fall.

The Ontario Teachers’ Pension
Plan Board said yesterday the
$108.5 billion pension fund is about
11 per cent short of meeting current
pension obligations.

By law, a deal must be struck with
the provincial regulator before Oc-

tober to close that gaping hole in an
age of low investment returns and
longer hfespans.

The plan was among the top

performers last year, but earned

only 4.3 per cent compared with a
10-year average of about 9.7 per
cent.

“A typical new retiree in 2007 will
have worked for 26 years, and is ex-
pected to collect a pension for 36
years (including the pension paid to
a survivor),” notes the plan’s latest
annual report.

A $40,000 pension paid from age
58 1s valued at about $855,000 in
the report, assuming bonds pay a
return of 2 percentage points more
than inflation. ‘s

Neither the recently appoil
plan president, James Leech, 3
Ontario Teacher Federation pres.

y

dent Maureen Davis would st -é-

oo -
gﬂi; l'f t:..":h

ulate where pension talks would
lead.

It's quite possible young teachers
will collect a less-generous pension
than today’s retirees, although a
mix of solutions may be tried to bal-
ance the books.

“It 1s a reality that we are well
aware of-and it needs to be dealt
with,” Davis said in an interview.

Teachers have said they would
rather accept fewer benefits than
pay much more. A poll found most
would prefer to gamble on having
less inflation protection than see
pensions cut 10 per cent from the
start, or retire 2!/2 years later.

“The good news is teachers are l1v-
ing longer,” Davis says she tells stu-
dent teachers to explain the predic-
yment of the plan, which does have
ough money to pay pensions for

many years to come. “The bad news
1s teachers are living longer.”

Some 108,000 retirees were paid
about twice as much in 2007 as the
170,000 active members and pro-
vincial taxpayers contributed. That
puts a strain on pension reserves,
and requires managers to take few-
er risks.

Leech noted the average pension
plan with a similar mix of assets
would have earned only2.3 percent =&
last year, while a plan like the one .sa-;gfﬂ b
for Ontario’s municipal employees zef : N
could have earned 5.6 per cent with {5 gt
its much higher ratio of company |
shares to interest-bearing bonds.

Things have improved since three
years ago, when the estimated

shortfall was nearly $19 billion.
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Teachers' chief James Leech says
any plan must strike right balance.
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