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The CAW-Canada Retired Workers’ Advisory Executive represents over 80,000 retirees across Canada.  We hold an annual conference for retired workers at the CAW Education Centre in Port Elgin and the Executive is elected every three years.   The Chair of the CAW Retirees sits on the CAW National Executive Board, and the Executive members for the CAW Retirees are full delegates at the CAW Council, the union’s governing body.

The CAW Retirees have organized numerous campaigns and lobbied all levels of government on issues affecting our members:  public and private pension plans, rising drug costs, Medicare, plant closures, and seniors’ housing, to name a few.  The CAW has a national campaign on pensions which the CAW Retirees have actively supported.   
We appreciate the opportunity to meet with the Expert Commission on Pensions.  We support the submission that CAW president Buzz Hargrove made to the Commission.  As retirees, we have some particular concerns on pensions and will use our time today to expand on three issues in the CAW submission:  Pension plan coverage, minimum standards for employer-sponsored pensions, and protection of benefits in a plant closure.
Pension Plan Coverage

In our days as union leadership and activists, we fought for and won the pension and health care benefits that so many retirees and their spouses enjoy today.  We are disheartened to see those benefits being eroded and even eliminated for an upcoming generation of younger workers.   

As union activists, we lobbied the government for improving Old Age Security (OAS), Canada Pension Plan (CPP), and Medicare, and we negotiated with our employers for defined benefit pensions and health care benefits.  Working people today need pension and health care benefits as much as ever.  In fact, there are additional issues for today’s workers:  portability and drop out periods for family care, unemployment, and training.  
Enhance the CPP and OAS
As stated in the CAW Submission, the public pension system is well suited to meet the retirement income needs of workers.  We ask that the Commission consider the prominent position of the Ontario government to work with the federal government and other jurisdictions to expand the Canada Pension Plan and improve the OAS.  Over 60 percent of Canadian workers do not have an employer-sponsored pension plan and will rely on the public system and individual savings plans.   

Those workers with an employer-sponsored pension -- and they are overwhelmingly unionized workers – would gain the security of having a greater portion of the retirement income provided through the public system.   
Minimum Standards in Workplace Pensions
In reviewing employer-sponsored pension plans, we believe that the Commission should look at minimum standards.  Portability and indexing are particularly important to actives and retirees and certainly relevant to the Commission’s first principle: “maintaining and encouraging the system of defined benefit pension plans in Ontario.”  Sadly, too many workers resign themselves to defined contribution plans only because they do not expect their job to last long enough for them to actually retire from the company.  
Portability

The Pension Benefits Act has a provision for portability.    Many workers, particularly older workers, would like to transfer funds from a previous employer’s pension plan to a new employer’s pension plan.  However, few, if any employers will accept such a transfer.  

The lack of portability in this period of plant closures and precarious employment makes defined benefit pensions less attractive to workers.  The solution should not necessarily be defined contribution plans.  Instead, portability could be made a mandatory option within all pension plans with rules for valuing the pension transfer amounts.  

Indexation

The Pension Benefits Act also has a provision for indexing benefits, but the appropriate regulations have never been introduced.  Unions do negotiate ad hoc increases for retirees, and we have workplaces where the pension benefit increases for the actives are also negotiated for the retirees.  However, union bargaining committees are primarily responsible to the active members who ratify the collective agreement.  Retirees do not want to be beholden to the goodwill of the membership.  Furthermore, in a plant closure, there is no possibility for negotiating pension increases in the future.    

The CAW Retirees recommend legislation requiring mandatory indexation of pensions.  Even partial indexing would be beneficial.  
Security of Pension Benefits

The Commission has a stated principle to “balance the rights and obligations of employers, plan members and pensioners.”     On behalf of the workers who have suffered job loss and the additional pain of an under-funded pension in a workplace closure, we want to tell the Commission about the risk that workers face as members in employer-sponsored pension plans.  

Employers coin the term “asymmetrical risk” to describe their funding conditions:  the plan sponsor is responsible for deficits but cannot access the surplus.  Employers call for access to pension plan surplus and relief in funding.  And while both proposals would further weaken the security of the pension promise for workers, the employer also rejects proposals to enhance the Pension Benefits Guarantee Fund and some employers even call for the abolishment of the PBGF.  
Retirees do not see an “asymmetrical risk” for employers.   In collective bargaining, the employer includes pension costs in the economic package – any years of high pension contributions are balanced against wage and benefit increases.  Furthermore, employers do have access to the pension surplus through contribution holidays -- as we witnessed in the 1980s and 90s.  

We have first hand experience in dealing with plant closures.  We have had to go into nursing homes and tell the residents that their pension benefit has been reduced and, even more disturbing, their health care coverage has ceased.  For some retirees, they can no longer afford their room at the nursing home.   

Since 2002, there have been over 80 closures of manufacturing plants in the Niagara and Hamilton region with approximately 15,000 jobs lost.
  Over half of those workers were CAW members.  Some of the closures were bankruptcies with under-funded pension plans.  It must be noted that in addition to the 15,000 active workers, there are many more retired workers and surviving spouses who have been affected by the closure.    
We would like to talk about our experience with closures and look at some specific plant closures.  We want to tell the Commission about the difficulties that workers, the retirees, the family members, and the community experience when their plant closes. 
Slater Steel (formerly Atlas Steel) Closure in Welland, Ontario
One recent case is Slater Steel in Welland, Ontario.  The plant was a main source of employment in the community since the 1940s.  The company went into bankruptcy protection several times in recent years and closed in 2005.  The CAW represents the 600 plant workers and there are 900 pensioners.   It was an older long-service workforce with 60 percent of the workers over 45 years of age.   The work in the steel plant is physically demanding and many former workers have concerns about their health.
The retirees and active workers were given little preparation for the actual closure.  The union representative was given a “tip” on Friday that the plant assets were being sold off and all active and retiree health care benefits would cease.  The union put a notice in the Welland Tribune but it was too late.  On Saturday morning, the Slater Steel drug cards were not recognized at the pharmacy.  Several retirees told us that their drug expenses cost $300 a month.  
To add to the anxiety of the Slater Steel pension beneficiaries, Stelco in Hamilton was in a tenuous financial situation.  There were fears that a Stelco wind up would deplete the PBGF leaving the Slater Steel beneficiaries with further hardship.   The union worked closely with the staff at the Financial Services Commission of Ontario to expedite the application for PBGF payments.  

The pension wind up report is being prepared.  At present beneficiaries are receiving about 65 percent of their expected entitlement (with the PBGF supplement), but the wind up report is expected to call for further reductions in pensions.   

The workers and retirees at Slater Steel will not be making the contribution to their families and community that they had planned.  In fact, many of them will be dependent on government programs for health care coverage and income supplements.  We know that health care is not within the mandate of the Commission, but we want the panel members to understand that the loss of pension income in a plant closure is made even worse with the loss in health care benefits.   
The CAW Retirees’ recommendations for improving pension benefit security are listed below.  We wish to point out that while we are willing to consider the employer’s proposals for new funding arrangements, we do not believe that plan members must concede benefit security in order to have a defined benefit pension plan.  In fact, such a notion is contrary to the Commission’s mandate for sustainability:  if plan members do not see defined benefit plans as secure, they will opt for defined contribution plans.  We would like to see greater protections for plan members and any funding relief for employers should be balanced with enhanced protections in the case of a wind up.   

Recommendations

Coverage

1. Expand pension coverage through the public pension system which has the provisions so important to workers:  secure funding, defined benefit, indexation, portability, and drop out periods for family care, unemployment, and training.
Minimum Standards in Workplace Pensions
2. For employer-sponsored plans, the Commission should consider at least two provisions for minimum standards:  legislated indexation of pension benefits and a mandatory requirement that the pension plan provide the new member with an option to transfer in pension funds.  

Pension Benefit Security in Bankruptcy

3. The Commission should acknowledge the particular hardship that a bankruptcy poses for plan members, particularly retirees, when the pension plan is under-funded.    Any discussion on “risk” in providing pensions must clearly articulate the risks plan members face.   
4. We would like to see improvements in the PBGF:  

a. The maximum amount of $1,000 per month should be increased to at least   reflect inflation adjustments over the last 26 years.  And there should be automatic adjustments to increase the maximum amount in future years.   
b. The PBGF should include indexation in the calculation of the benefit entitlements.   

5. The Ontario government should work with the federal government to amend the Bankruptcy and Insolvency Act to give pension plan members fully secured creditor status in a bankruptcy.    

6. Retirees and surviving spouses should have access to information on the funded status of their pension plan.  Beneficiaries who are in receipt of a monthly pension benefit from a workplace pension plan (as opposed to a paid up annuity) should receive an annual statement (as active members do) stating the solvency ratio of the pension fund. And they should be entitled, upon request, to receive the documents available to active plan members.

7. Given the importance of pensions to plan members and ultimately to the communities in which they live, the regulator must oversee the administration of pension plans to ensure compliance with the Act and take note of any risk in funding.
We thank the Commission for the opportunity to speak and appreciate your attention to our concerns.
� The data on plant closures is not traced officially.  The CAW Research Department has worked with the Canadian Labour Congress to estimate job loss numbers for the Manufacturing Matters Campaign.   






