Preamble/Correction

        Since making our submission to the Ontario Expert Commission on Pensions, we have had discussions with Paul Owens of the CAAT Pension Plan and have conducted further research into the indexing provisions of our plan. We now understand and acknowledge that our original submission was in error with respect to its first point about limited inflation protection. In fact, the plan does provide for 75% inflation protection. Our confusion arose, in part, from comparing increases in the consumer price index, as provided by Statistics Canada on a calendar year basis, with inflation information provided by the CAAT Pension Plan that is based on the change in the CPI from one September to the next. As a result, the inflation rate used by the CAAT Plan for its indexing calculations can be quite different than the annual inflation rate from Statistics Canada. We recognize that these differences even out over time, and regret the erroneous claim made in the first point of our submission. We are communicating this correction to the CAAT Pension Plan and requesting that those responsible review the explanations about indexing that are currently provided to plan members with a view to making them as clear as possible. Any such clarification will provide a positive outcome from this situation.
SUBMISSION TO THE ONTARIO EXPERT COMMISSION ON PENSIONS 

St. Lawrence College Retirees Association

October 15, 2007
We are a relatively new voluntary association of retired faculty, support staff, and managers from all three campuses of St. Lawrence College. Most of our members also belong to the Ontario Colleges Retirees’ Association (OCRA) and some have been actively involved in the preparation of OCRA’s submission, which will provide more complete and detailed background on the pension issues. We will limit our submission to five observations as to why the CAAT Pension Plan most definitely needs review by your commission and make two additional recommendations about the policies that govern them.

#1. Limited Inflation Protection


The CAAT Plan does not provide 75% inflation protection, as is often suggested. Rather, it provides 75% of the increase in inflation from one year to the next. Thus, if inflation increases by 3% in year 1 and then by 4% in year 2, the inflation protection that the CAAT Plan provides in year 2 is 75% of 1 or .75%. If the inflation in year 2 is 3%, the same as in year 1, the CAAT Plan does not provide any inflation protection, even though purchasing power has declined by 3%. It is obvious that the way inflation protection is defined and applied results in continuing erosion in the purchasing power of plan members.

#2. Uncertain Inflation Protection


It is the objective of the CAAT Plan to provide the very limited inflation protection described above. This inadequate inflation protection is not guaranteed but depends upon the discretion of those administering the fund. 

#3. Temporary Inflation Protection


Even the limited, discretionary inflation protection described in the first two points is not assured beyond 2014. As explained in the September 2007 CAAT Pension Plan Newsletter, the indexation credit for service prior to 1992 is scheduled to come to an end in 2014. Whether there will be any extension depends, once again, on discretionary decisions by those managing the fund.

#4. Inadequate Retiree Representation


The Financial Services Commission of Ontario has ruled that the composition of the governing body of the CAAT Pension Plan does not meet the requirements of the Pension Benefits Act, which requires that at least half of the board be representative of members. We have a continuing concern that there is not any member of the board chosen by retirees and clearly charged with representing their interests.

#5. Non-existent Retiree Consultation


Far from consulting with retirees and their representatives, the CAAT Pension Plan adopted a policy in April 2003 that they would not have “any formal relationship with any retiree group.”

Recommendations

 Given that our inflation protection is inadequate, discretionary, and temporary, and that the pension board lacks clear representation of retiree interests, we recommend that:

1) Pension funds should provide 100% of the actual annual inflationary rate as their top priority.

2) All pension funds should have a representative on their governing board chosen by the retirees.
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