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O N  T H E  C O V E R

A P R I L  R O B I N S O N     —  

P E N S I O N  B E N E F I T S  C O N S U L T A N T  

O P T R U S T  E M P L O Y E E

When members have questions about their OPTrust pensions, 
April Robinson has the answers. April is part of a team of frontline 
staff in our Member and Pensioner Services department dedicated 
to providing prompt, personalized service with one goal in mind: 
building retirement security for 84,000 members and retirees.   

“Our members count on us to help them make important decisions 
about their financial futures. So we’re always looking at ways to 
enhance the level of service we provide and tailor the information 
and services we deliver to the needs of our members and retirees.”

L E S L Y N N E  M I L L E R     —  

O P T R U S T  M E M B E R 

M I N I S T R Y  O F  G O V E R N M E N T  S E R V I C E S

Leslynne Miller is a Supply Maintenance Officer at the Ministry of 
Government Services. She works as a team lead on a major project 
to update the province’s financial services databases and provide 
a single payment processing system for the entire Ontario Public 
Service. 

“I’ve been a member of the Plan since OPTrust started. I continue to 
be impressed with the Plan’s joint sponsorship model and the results 
it has delivered. It makes all the difference and my pension will allow 
me to retire with dignity.”

B U I L D I N G  R E T I R E M E N T  S E C U R I T Y
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O P S E U  

P E N S I O N  T R U S T 

With invested assets of $14.7 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 almost 84,000 members and retirees.

O U R  M A N D A T E

OPTrust was launched in 1995 to provide service and security to the 
members and retirees of the OPSEU Pension Plan. Our mandate focuses 
on three key objectives:

>  Generating the long-term rate of return on investments needed to 
support the pension promise

>  Delivering the finest service and communications to our members 
and pensioners

>  Ensuring our membership has a real voice in the Plan through joint 
trusteeship

I N  2 0 1 2 ,  O P T R U S T :

>  Achieved an investment return of 10.1%, outperforming both the 
Plan’s 7.2% composite benchmark return and our 6.5% funding 
target for the year 

>  Implemented the last of three annual 1% increases in members’ 
and employers’ contribution rates to help manage the funding 
shortfall from investment losses in 2008

>  Remained fully funded with a total surplus of $34 million, based 
on the Plan’s $852 million in rate stabilization reserves, which are 
sufficient to cover the current deficit of $818 million

>  Continued to receive high marks from our members and retirees 
for the quality of service and communications we provide
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Funding Highlights1 

       2011
     2012  INTERIM
At December 31 ($ millions)   VALUATION  VALUATION

Net assets available for benefits $ 14,705 $ 13,703

Actuarial smoothing adjustment  (528)  (189)

Present value of future contributions2  4,918  5,147
 
TOTAL ASSETS   19,095  18,661

 
PRESENT VALUE OF FUTURE PENSIONS  (19,061)   (18,610)

Rate stabilization reserves   852  847

Funding valuation surplus/(deficit)   (818)  (796)

TOTAL SURPLUS/(DEFICIT)  $  34  $ 51 

1 The differences between funding and financial statement valuations are described on pages 30-31.
2 Includes the full 3% increase in contribution rates approved by the Plan’s sponsors in 2009.

Retirement Security for the Long Term

In 2012, OPTrust implemented the last of three annual 1% increases in 
members’ and employers’ contribution rates. As the Plan’s sponsors, OPSEU 
and the Government of Ontario approved the 3% contribution increase in 2009 
as part of a multi-year deficit management strategy.

At year-end, the Plan had rate stabilization reserves of $852 million, which 
the Plan’s sponsors had set aside from past funding gains. These reserves are 
enough to cover the Plan’s funding deficit of $818 million as of December 31, 
2012. As a result, the Plan was fully funded at the end of 2012, with a small 
total funding surplus of $34 million.

2 0 1 2  

A T  A  G L A N C E



2012 AT A GLANCE < OPTRUST ANNUAL REPORT 2012     3
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OPTrust’s Changing Membership
At December 31

Active members
Deferred pensioners
Former members with entitlements in the Plan 
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The Plan had a funding valuation 

deficit of $818 million at the end of 

2012 and rate stabilization reserves of 

$852 million. After accounting for the 

stabilization reserves, the Plan’s total 

funding surplus was $34 million at 

December 31, 2012, down from  

$51 million in 2011.

OPTrust’s diversified investment 

portfolio achieved a 10.1% return in 

2012, outperforming the 7.2% return 

for our composite benchmark in a year 

marked by strong returns for the Plan’s 

public equity, real estate, infrastructure 

and private equity portfolios. OPTrust’s 

average return of 8.6% since the 

Plan’s launch in 1995 exceeds both 

our benchmark and the Plan’s funding 

target for the same period.

Since 2009, OPTrust’s active 

membership has declined by 3,335, 

while the number of current pensioners 

has increased by more than 4,000. 

Over the past decade, the ratio of 

active members to retirees has fallen 

from 2.4 to 1 in 2003, to 1.5 to 1 at the 

end of 2012.

The Plan’s net assets rose to $14.7 billion  

in 2012, up by $1 billion from the year 

before. The increase resulted from net 

investment income of $1.2 billion, less 

benefit payments and expenses that 

exceeded contributions by $235 million. 
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For OPTrust, the OPSEU Pension 
Plan, our sponsors and our almost 
84,000 members and retirees, 2012 
was a year of significant challenges 
and important achievements. 

Like many large defined benefit 
pension plans, OPTrust continued 
to face both volatile investment 
markets and the impact of extremely 
low interest rates on projected 
investment returns. On the other side 
of the ledger, the long-term cost of 
members’ pensions continues to rise 
as mortality improvements mean 
that the average member can now 
expect to collect a pension well into 
his or her 80s. 

Meanwhile, the gradual maturing 
of the Plan’s membership together 
with a contraction in public sector 
employment means that the ratio 
of our active members to retirees 

continues to decline, reducing the 
Plan’s ability to make up short-term 
funding shortfalls through increased 
contribution rates. 

Against this backdrop, OPTrust’s 
Board of Trustees focused on 
strategic priorities over the year. 
The goal? To get the fundamentals 
right, enhance the Plan’s long-term 
sustainability, and strengthen our 
ability to deliver retirement security 
for our members and pensioners 
decades into the future. 

Managing risk
Throughout 2012, the Trustees 
and OPTrust’s management 
and staff continued to prioritize 
the identification, analysis and 
management of the wide range of 
risks facing the Plan. Over the year, 
the Board:

>  Initiated a comprehensive 
review of OPTrust’s strategic, 
investment, operational and 
governance risks. This work will 
help guide the development and 
implementation of a new enterprise 
risk management program,  
reporting to the CEO, over the 
coming year.

>  Reviewed actuarial research 
modeling the impact of 
demographic and membership 
changes, long-term mortality 
improvements, and potential 
short-term investment losses 
on the Plan’s funded status. In 
2013, the Trustees strengthened 
the Plan’s mortality assumption 
and reduced the assumed rate 
of inflation (and the nominal 
investment return target) used 
in our funding valuation as at 
December 31, 2012. These 
changes increase the Plan’s 
liabilities for funding purposes.

>  Adjusted the Plan’s asset mix 
targets, based on the results of 
our most recent asset/liability 
study. These changes reinforce 
our successful diversification 
strategy, strengthening our ability 
to meet the Plan’s 6.25% nominal 
investment target return over 
the long term, while reducing 
investment risk at the total fund 
level.

>  Monitored the preparation of our 
2012 funding valuation, which 
showed that the Plan remains 
fully funded, after accounting 
for the Plan’s $852 million in rate 

stabilization reserves. These 
reserves, which the sponsors 
prudently set aside from past 
investment gains, are sufficient  
to pay down the Plan’s current  
$818 million deficit, at the 
sponsors’ discretion.

Working with our 
sponsors
Over the year, OPTrust provided 
technical advice and support 
to OPSEU and the Government 
of Ontario, in their role as plan 
sponsors, as they discussed ways  
to stabilize contribution rates, 
address funding risks and ensure 
the Plan’s long-term sustainability. 

The result is a funding framework 
agreement between the sponsors 
that caps member and employer 
contribution rates at current  
levels for a period of five years.  
If a deficit is identified in a funding 
valuation filed with Ontario’s 
pension regulator during the freeze 
period, the shortfall must be made 
up by reducing the benefits active 
members will receive for their  
future service, up to a certain limit, 
before any contributions could  
be increased. 

The framework agreement also 
maintains and reinforces OPTrust’s 
joint sponsorship governance 
model, which ensures that Plan 
members and the government have 
an equal voice in key decisions 
affecting the Plan.

M E S S A G E  F R O M  

T H E  C H A I R  A N D  

V I C E - C H A I R
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OPTrust continues to support 
discussions between the sponsors 
on options to stabilize and expand 
the Plan’s active membership. As 
a result, the sponsors signed an 
agreement in early 2013 to allow 
eligible groups whose jobs are 
affected by divestments from 
the Ontario Public Service to 
continue contributing to the Plan. 
The agreement also establishes a 
process to permit new employee 
groups in the broader public sector 
to join the Plan, subject to the 
approval of the Minister of Finance 
and the Board. 

Strategic governance 
and OPTrust’s new CEO
In November 2012, the Board 
was pleased to announce the 
appointment of Bill Hatanaka as 
OPTrust’s President and CEO. Bill’s 
track record of leadership and 
his expertise in both investment 
management and operations makes 
him an ideal choice to lead OPTrust 
as we focus the entire organization 
on our mandate to deliver 
retirement security to our members.

The hiring of our new CEO supports 
the continued implementation of the 
Board’s strategic governance model. 
Under this model, the Trustees 
have delegated responsibility for 
most of OPTrust’s operations to the 
CEO. This allows the Board to focus 
on OPTrust’s policy and strategic 
direction to ensure effective and 
accountable decision-making, 
consistent with our responsibility 
to the Plan’s sponsors and our 
fiduciary duty to our members  
and retirees. 

Board changes
In 2012, the Trustees welcomed 
three OPSEU appointees – Randy 
Marie Sloat, Tim Hannah and 
Michael Grimaldi – to the Board. We 
also said thank you and farewell to 
Alicia Czekierda, who left the Board 
after 10 years of service to the Plan 
and its members and retirees.

In February, 2013, Maurice Gabay 
left the Board after 6 years as a 
Trustee, including terms as the 
Board’s Chair and Vice-Chair, while 
Michael Grimaldi assumed the role 
of Vice-Chair.

We wish to express our thanks 
and appreciation to all our 
fellow Trustees, and to OPTrust’s 
management and staff for the hard 
work and commitment they have 
shown to OPTrust’s mandate over 
the past year. We look forward to 
working with them and the Plan’s 
sponsors as we continue to deliver 
retirement security to our members 
and pensioners in the years ahead.

 

Scott Campbell 
Chair

 

Michael Grimaldi
Vice-Chair

S C O T T  C A M P B E L L     —  C H A I R  ( R I G H T ) 

M I C H A E L  G R I M A L D I     —  V I C E - C H A I R  ( L E F T ) 
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As OPTrust’s new President 
and Chief Executive Officer, it 
is a genuine pleasure to join an 
organization with such a significant 
mandate, a skilled and dedicated 
staff, a focused and committed 
Board, strong support from our 
two sponsors – OPSEU and the 
Government of Ontario – and a track 
record of strong performance.

Delivering on our 
mandate
Of course, OPTrust exists for one 
reason. Our mandate is to deliver 
retirement security for the almost 
84,000 active members and retirees 
of the OPSEU Pension Plan, today 
and decades into the future. This 
is no simple task. To meet this 
commitment we must:

>  invest a $14.7 billion pension 
fund to achieve two key goals: 
generating an average annual 
return of 6.25% over the long term, 
while prudently managing the 
Fund’s exposure to investment risk 
in challenging market conditions 

>  carefully project the cost of 
our members’ future pension 
benefits, the expected growth of 
the Plan’s assets, and the impact 
of a wide range of economic 
and demographic factors on the 
Plan’s ability to meet its funding 
obligations decades into the future

>  work closely with our Board and 
the Plan’s sponsors to identify 
and address key funding risks and 
ensure that the Plan is sustainable 
over the long term

>  provide members and retirees with 
consistent, accessible, high-quality 
service and communications to 
ensure they can maximize the 
value of their earned pensions.

Not surprisingly, then, OPTrust is a 
complex organization – one where 
a diverse group of talented people 
must work as a team to meet a 
single, unifying goal: providing a 
secure pension to the hard-working 
women and men who count on us in 
their retirement years.

A record of achievement
In 2012, for example, professionals 
in our actuarial and investment 
research and risk groups 
worked together to carry out a 
major asset/liability study. This 
involved modeling the expected 
performance of a number of 
possible asset allocations and 
comparing the results to the 
anticipated growth in the Plan’s 
pension obligations, under a wide 
range of economic scenarios. The 
result was a set of recommended 
adjustments to the Plan’s long-term 
diversification strategy, which were 
reviewed and adopted by OPTrust’s 
Board. Together, these changes 
will further strengthen our ability 
to meet the Plan’s return objective, 
while reducing the Fund’s overall 
investment risk.

Meanwhile, the Fund achieved a 
robust investment return of 10.1% for 
2012, outperforming both the 7.2% 
return for our composite benchmark 

and our 6.5% funding target return 
for the year. Since 1995, the Fund 
has generated an average annual 
return of 8.6%, bettering both our 
benchmark and our funding target 
over the same period.

In 2012, OPTrust staff continued 
to support ongoing discussions 
between OPSEU and the 
Government of Ontario about 
the Plan’s funding outlook, the 
significant economic, demographic 
and investment risks it faces, and 
options for reinforcing its long-term 
sustainability. In October 2012, 
the sponsors announced a five-
year agreement that caps member 
and employer contribution rates 
at current levels. The framework 
agreement also requires any funding 
deficit to be made up by reducing 
the benefits that active members 
will accrue for their future service. 
We are now reviewing the impact 
of these changes on the Plan’s 
funding outlook and our policy 
outlining recommended options for 
managing any funding shortfall. 

We are also assisting the sponsors as 
they review options for maintaining 
and expanding the Plan’s active 
membership in the face of ongoing 
restructuring in the Ontario Public 
Service (OPS). This includes an 
agreement signed by the sponsors 
in early 2013 that will permit eligible 
groups of employees who are 
divested from the OPS to continue 
contributing to the Plan. 

M E S S A G E  F R O M  

T H E  P R E S I D E N T  

A N D  C E O
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The agreement will also allow new 
employee groups in the broader 
public sector to join the Plan, subject 
to the approval of the Minister of 
Finance and OPTrust’s Board.

The Plan’s successful 2012 funding 
valuation marks a milestone in our 
strategy for managing through 
the $2.4 billion investment loss the 
Plan experienced during the 2008 
financial crisis. Four years later, 
three key factors have allowed us 
to ensure the Plan remains fully 
funded. These include:  

i) the sponsors’ decision to gradually 
increase members’ and employers’ 
contribution rates by 3% of salary  
ii) OPTrust’s strong investment 
returns over the past four years, and  
iii) the Plan’s $852 million in rate 
stabilization reserves. 

These reserves, which the sponsors 
have prudently set aside from past 
funding gains, are enough to cover 
the current $818 million deficit. As a 
result, the Plan had a total surplus of 
$34 million at December 31, 2012. 

Finally, OPTrust’s member and 
pensioner services staff continue to 
deliver high-quality, personalized 
service to our membership. In 2012, 
we completed more than 55,000 
pension transactions, answered 
more than 48,000 phone calls and 
responded to almost 4,000 secure 
messages from our clients. Over 
the year, we met our target client 
satisfaction rating of 8.6 out of 10, 
despite the impact of legislated 
plan changes, which increased 
processing times for a number of 
pension transaction types. 

Building on a strong 
foundation
With this record of performance, 
and a dynamic group of talented 
and committed staff, OPTrust has a 
strong foundation on which we are 
now building for future success over 
the long term. As an organization we 
are committed to strengthening our 
team culture, overcoming barriers, 
attracting and retaining skilled 
and committed employees, and 
providing them with the technology 
infrastructure, leadership and support 
they need to deliver on our mandate. 

With the support of our Trustees 
and executive team, this process 
is already well underway. Over the 
coming year, we will continue to 
build an outstanding organization 
and work closely with our Board 
and sponsors to deliver retirement 
security and superior service to the 
members and retirees who place 
their trust in us.

 

Bill Hatanaka
President and CEO

B I L L  H A T A N A K A     —  P R E S I D E N T  A N D  C E O



8 OPTRUST ANNUAL REPORT 2012 > INVESTMENT STRATEGY AND PERFORMANCE 

Investing for the  
long term 
OPTrust’s investment mandate 
focuses on generating the long-
term rate of return needed to 
fund our members’ and retirees’ 
earned pension benefits. To meet 
this funding obligation, we expect 
the pension fund to achieve a real 
average annual return of 4.0% after 
inflation and investment expenses. 
Factoring in the Plan’s 2.5% inflation 
assumption for 2012, our nominal 
long-term target return for funding 
purposes was 6.5% for the year.

Our investment policy and strategy 
are directly linked to OPTrust’s 
overall mission to deliver on our 
pension obligations today and 
for decades into the future. The 
mandate of our Investment Division 

is therefore to build a portfolio of 
assets that will achieve our funding 
target return over a long time 
horizon, while avoiding substantial 
negative returns in the short term. 

OPTrust’s asset mix policy, which 
defines the asset classes we invest 
in and their respective allocations, 
reflects this funding obligation. It 
also represents the starting point 
for determining both our investment 
strategy and the level of investment 
risk we expect to undertake to 
achieve our objectives. 

Over OPTrust’s 18 years of 
operation, the Plan’s investment 
portfolio has realized an average 
gross annual return of 8.6%, 
exceeding our 7.2% average funding 
target return for the same period. 

> Achieved an 

investment return 

of 10.1% in 2012, 

outperforming 

both the Plan’s 

7.2% composite 

benchmark return 

and our 6.5% 

funding target  

for the year 

> Limited the 

Fund’s exposure 

to public equities, 

substantially 

reducing overall 

investment risk 

while achieving  

a strong total 

fund return

> Continued to 

implement the 

Plan’s long-term 

diversification 

strategy, 

increasing 

real estate, 

infrastructure 

and private 

equity to 31.3%  

of the Total Fund

 > Completed 

our most recent 

asset/liability 

study, adjusting 

the Plan’s asset 

mix targets 

to meet our 

liabilities while 

diversifying 

investment risk.

2 0 1 2  H I G H L I G H T SI N V E S T M E N T  S T R A T E G Y 

A N D  P E R F O R M A N C E 

Total Fund Returns vs. Benchmarks, 2003-2012 
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In 2012, OPTrust achieved a strong investment return of 10.1% for the Total Fund. 

This result bettered both the 7.2% return for our composite benchmark and the 

Plan’s 6.5% funding target return for the year. OPTrust’s average annual return of 

8.6% since the Plan’s inception in 1995 exceeded both our benchmark return and the 

Plan’s funding target for the same period.
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Total fund performance 
OPTrust also compares the total 
fund return to the performance of 
a composite “policy benchmark 
portfolio” that is designed to mirror 
the Plan’s allocation to various asset 
classes. For most asset types, the 
benchmark portfolio is based on 
widely recognized indexes. For 
certain alternative investments, 
the benchmark reflects a custom 
index or a proxy for the portfolio’s 
expected long-term return. As a 
result, our composite benchmark 
return provides a useful point of 

reference for measuring the added 
value generated by OPTrust’s active 
management of the Fund. 

In 2012, OPTrust’s investment 
program achieved a 10.1% return for 
the Total Fund, outperforming both 
the 7.2% return for our composite 
benchmark portfolio and our 6.5% 
funding target return for the year.

This strong return reflected the 
sharp recovery of global public 
equity markets in the second half 
of 2012. At the same time, OPTrust 
benefited from our long-term 

diversification strategy and strong 
double-digit returns in our real 
estate, infrastructure and private 
equity portfolios, which offset 
returns of 3.4% and 3.0% from our 
fixed income and real return bond 
portfolios, respectively, and a loss 
of -3.8% for our energy commodities 
portfolio. 

Net investment income for 2012  
was $1,237 million, compared to  
$578 million the year before, 
when the Plan returned 5.5%. The 
added value generated by active 

management of the Fund was 2.9% 
or $400 million in 2012.

Diversification strategy
Our investment program is designed 
to ensure the sustainability of the 
Plan. This means constructing a 
diversified investment portfolio that 
is able to withstand negative market 
conditions while generating the 
returns needed to fund our pension 
obligations over the long term. To 
help manage the Fund’s investment 
risk, OPTrust regularly conducts 
asset/liability studies. These studies 

Portfolio Returns vs. Benchmarks, 2012 
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Diversification was critical to OPTrust’s total fund return of 10.1% in 2012. Over the 

year, double-digit returns from the Plan’s global equity, real estate, infrastructure and 

private equity portfolios helped offset lower returns from fixed income, real return 

bonds and a loss of -3.8% from our energy commodities portfolio. 

Benchmarks Used to Measure Total Fund Performance 

Asset Class Benchmark 
Canadian equity  S&P TSX Composite Index 
Global equity  Weighted composite of: S&P 5001,  
   MSCI EAFE1,  MSCI EMF indexes 
Private equity  Private equity composite1,2

 
Real return bonds  OPTrust real return bond portfolio 
Real estate  Custom IPD Index 
Infrastructure  Consumer Price Index + 5% 
Fixed income  Weighted composite of: DEX Universe  
   Overall, Custom Swap Benchmark (Mid) 
Cash & short term investments  DEX 30 Day T-Bill Index 
Energy commodities   S&P/GSCI Energy Index1

 
1   Benchmark returns for these indexes/portfolios incorporate a 50% currency hedge to reflect 

OPTrust’s policy of passively hedging 50% of the Total Fund’s exposure to developed market 
currencies.

2    The private equity benchmark reflects each investment’s actual return up to December 2009. 
  Thereafter, the benchmark is the approved custom private equity benchmark (public equity/LIBOR 

blend + spread).
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are used to help ensure that the 
portfolio is structured to maximize 
our ability to meet the funding 
target return over time, while 
keeping investment risk within limits 
established by OPTrust’s Board  
of Trustees.

Between 2003 and 2012, OPTrust 
has implemented a series of 
measures to restructure the Plan’s 
investment portfolio and enhance 
our asset mix. These changes  
have included:

>  the addition of three major 
alternative asset classes – real 
estate, private equity and 
infrastructure – to the portfolio 
to further broaden the potential 
return premiums and increase 
the overall diversification in the 
portfolio. Since 2004, these 
portfolios have grown to represent 
a combined net asset value of  
$4.6 billion, or 31.3% of the Total 
Fund at the end of 2012

>  a reduction in the allocation 
to Canadian real return bonds 
(RRBs). This reduction was offset 
by the growth in the Fund’s 
alternative portfolios, which also 
provide a hedge against inflation 
but have much higher yields  
than RRBs

>  the addition of energy 
commodities to the portfolio, both 
as a diversifier and for their strong 
inflation hedging characteristics.

2012 asset/liability study
In 2012, OPTrust completed our 
most recent asset/liability study. 
Since our previous asset/liability 
study, conducted in 2009, a series of 
factors have had a significant impact 
on the Plan’s funding requirements 
and outlook. These include:

>  continued improvements in 
members’ life expectancy, which 
increase both the number of years 
they can expect to collect an 
OPTrust pension in their retirement 
and the Plan’s long-term pension 
liabilities

>  the implementation of a legislated 
“grow in” pension benefit, 
which allows eligible terminated 
members to qualify for an 
unreduced pension before age 65

>  historically low long-term interest 
rates, which increase the Plan’s 
liabilities and reduce the returns 
we can expect to achieve from our 
fixed income investments

>  an uneven economic recovery 
following the global financial crisis 
of 2008-09, which has sharply 
increased market volatility and 
investment risk over the past  
four years

>  the long term decline in the ratio 
of OPTrust’s active members 
to retirees, which reduces the 
Plan’s ability to address funding 
shortfalls through increased 
contribution rates

>  the 2012 agreement between  
the Plan’s sponsors, which  
freezes contribution rates until 

December 30, 2017, and requires 
the Plan to address any funding 
shortfall during the freeze period 
by reducing the pension benefits 
active members will earn for their 
future service.

The impact of these changes 
has been offset somewhat by 
the deferral of $528 million in 
investment gains, which will be 
recognized for funding purposes 
over the next four years. 
Nonetheless, the net effect has 
been to increase the Plan’s funding 
liabilities, reduce the sponsors’ 
flexibility to manage a potential 
funding loss, and increase the Plan’s 
sensitivity to investment risk and the 
impact of potential market losses.

As a result, a key objective for 
OPTrust’s 2012 asset/liability study 
was to reduce the probability of a 
funding shortfall while maintaining 
the value of members’ future 
pension benefits. The main result of 
the study was a reaffirmation of our 
long-term diversification strategy. 
The study also resulted in the 
following adjustments to the Plan’s 
asset mix:

>  a reduction in the overall duration 
of the fixed income portfolio from 
long-term bonds to mid-term 
bonds. With expectations of yield 
levels normalizing over the next 
several years from the recent lows, 
a shorter duration in fixed income 
assets is expected to reduce 
interest rate risk in the portfolio

>  the integration of U.S. and EAFE 
equities into a developed market 
equities allocation. This change 
reflects the increased correlation 
between these markets and 
opportunity to benefit from 
geographic opportunities through 
active management

>  a temporary reduction in the 
Plan’s private equity allocation to 
10%. We believe a 15% long-term 
allocation to private equity is 
justified and continue our efforts 
to construct a portfolio based 
on that objective. However, over 
a three- to five-year horizon the 
10% allocation is more feasible 
and recognizes the objective 
challenges in building a substantial 
private equity portfolio. In the 
meantime, public equities will be 
used as a substitute until the long-
term allocation of 15% is achieved.

The 2012 study confirmed the 
value of including alternative assets 
to enhance the portfolio’s return-
to-risk trade-off. The benefits of 
alternative assets include: 

>  their low correlations with public 
equities and potential to mitigate 
the Fund’s risk during equity 
market downturns

>  an expectation that they will 
provide hedging against inflation

>  the expectation that they will 
provide stable cash flows to 
better meet the Plan’s pension 
obligations.
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Responding to market 
volatility
As part of OPTrust’s comprehensive 
approach to managing investment 
risk, we continually monitor the 
performance of the capital markets 
together with a wide range of 
economic factors. Identified trends 
that could have a material impact 
on the Fund’s performance are then 
reviewed by our internal Investment 
Planning and Risk Committee.

As a result of monitoring these 
trends, OPTrust implemented a 
tactical risk reduction strategy in 
the third quarter of 2011. Under 
this strategy, we reduced the 
Plan’s public equity weighting by 
approximately 10% of fund assets, 
while increasing the exposure to 
fixed income investments. The 
result was a reduction in the Total 
Fund’s annualized volatility of 
approximately 15%. 

This strategy was maintained 
throughout 2012, as the European 
sovereign debt and banking crisis 
evolved and the global economy 
experienced an uneven recovery, 
and was removed at the end 
of the year as equities markets 
experienced a more sustained 
recovery. Our 2013 target asset 
mix reflects the removal of the risk 
reduction strategy, with a higher 
equity exposure and lower fixed 
income exposure relative to 2012.

Managing investment risk 
Investing the Plan’s assets to 
achieve the return needed to 
fund members’ lifetime pensions 
necessarily involves assuming a level 
of investment risk. For OPTrust, a 
relatively risk-free, liability-matching 
portfolio would have an expected 
real return of approximately 0.5%, far 
below our 4% real return target for 
funding purposes. 

OPTrust therefore takes a 
comprehensive approach to 
identifying, tracking and managing 
the risks we ultimately decide to 
undertake. In 2012, the Board 
of Trustees approved a new 
Investment Risk Policy to formalize 
the measurement, tracking and 
reporting of investment risks. This 
policy defines risk responsibilities, 
measurement methodologies, risk 
limits, reporting frequencies, and 
processes for notifying the Board 
of Trustees if our exposure exceeds 
established risk thresholds. 

As noted, diversification is critical 
to our investment strategy, both 
with respect to the mix of assets 
we invest in and the range of 
risk factors to which the Fund is 
exposed. We have made significant 
progress in the last several years 
towards balancing sources of risk 
across the Fund. In particular, we 
have reduced the proportion of 
total fund risk that is attributable to 
equities to 77% at the end of 2012, 
down from 90% in 2003. 

Asset Mix and Targets
At December 31

Canadian equities
Global equities
Private equity
Real return bonds
Real estate
Infrastructure
Energy commodities
Bonds 
Cash and short-term investments

2012 Actual1 (%) 2011 Actual1 (%)

Long-Term Target (%)

12.1

20.3

11.6

16.0

8.0

22.0

10.02

2.5
15.0

15.0

5.0

20.0

2.5

4.0

10.9

13.2

7.1

5.2

24.6

7.4

4.1

8.0
14.6

12.6

5.1

18.1

5.1

1  Categories include temporary cash balances.
2   In 2012, the Board approved a three- to five-year target weighting of 10% for our growing private 

equity portfolio, while maintaining the long-term objective of 15%.

In 2012, OPTrust continued the multi-year implementation of the Plan’s long-term 

asset mix. These changes are designed to 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. 

Through most of 2012, OPTrust maintained a tactical reduction in the weighting 

of public equities to limit the Fund’s volatility. This strategy was wound down at 

the end of the year, returning our equity holdings to the Plan’s short-term target 

weighting.
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Nevertheless, equities remain the 
single largest source of investment 
risk in the portfolio. As a result, 
we continuously seek not only to 
diversify these sources of risk in the 
Fund, but also to mitigate downside 
equity risk and protect against 
excessive losses. 

OPTrust’s risk management efforts 
focus on both absolute risk and 
active risk. Our risk tolerance and 
expectations are set in discussion 
with OPTrust’s Board and through 
the review and approval of changes 
to the Plan’s overall asset mix. 

In the wake of the 2008-2009 
financial crisis, OPTrust has also 

focused increasingly on the 
potential impact of short-term 
events on the overall portfolio. 
Our risk management framework 
therefore seeks to balance our long-
term investment goals with short-
term constraints and considerations.

In addition, we manage the risk 
resulting from active management 
of the Fund’s assets – or “active 
risk” – on an ongoing basis against a 
limit defined in our Investment Risk 
Policy. This limit is an expression 
of the risk tolerance of the Board 
of Trustees, relative to the policy 
benchmark. Our active risk limit is 
high enough to permit flexibility 
to achieve our value-added return 

targets, but not so large as to put 
the Total Fund at risk of significantly 
underperforming our benchmark.

To support our risk management 
program, OPTrust has implemented 
an enterprise-wide investment 
risk system that allows us to track 
market risk starting from the 
security level all the way up to the 
overall fund levels. This system 
has strengthened our ongoing 
risk monitoring and reporting, and 
enhanced our forward-looking 
analyses to support investment 
decisions. The system also tracks 
active risk relative to the policy 
benchmark for the Total Fund and 
each asset class. This in turn allows 

management to assign a set “risk 
budget” to individual portfolios as 
required, and to track portfolio-level 
decisions to ensure those budgets 
are not exceeded. 

Finally, the system allows us to 
monitor the impact of adverse 
market conditions and model how 
abnormal market events may affect 
the Fund. This capacity allows us 
to project potential losses resulting 
from downside risks and to test 
the expected impact of a range of 
potential risk-mitigation strategies. 
The tactical risk reduction strategy 
we implemented in 2011 and 2012 
is one example of how our ability 
to evaluate economic and market 
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Risk taking is a necessary part of OPTrust’s 
business. As Managing Director, Investment 
Research and Risk, Anca Drexler has a leading 
role in developing our long-term investment 
strategy, including overall asset allocation,  
and is responsible managing investment risk. 

“In 2012, we completed two major initiatives.  
We conducted an asset/liability study, which is 
at the forefront of establishing both our long-
term investment strategy, and an expectation 
for the overall level of risk in our portfolio. 
Second, the Board has approved an Investment 
Risk Policy that formalizes the measurement 
and management of investment risks.” 

A N C A  D R E X L E R     —  M A N A G I N G  D I R E C T O R ,  I N V E S T M E N T  R E S E A R C H  A N D  R I S K     —  O P T R U S T  E M P L O Y E E 
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risks supports our efforts to limit 
the Fund’s risk exposure, while still 
meeting or exceeding the Plan’s 
funding target return over the  
long-term.

2012 returns by portfolio 

Market overview
In 2012, global equities performed 
very well, as strong gains in the 
fourth quarter resulted in double-
digit returns for most equity 
markets for the year. Three key 
developments helped the rally in 
equities. First, the U.S. Federal 
Reserve undertook a third round 
of quantitative easing. Second, 
there have been tentative signs of 
recovery in the global economy. 
Third, concerns about the future of 
the Eurozone eased as the European 
Central Bank took action to address 
ongoing liquidity issues. 

In contrast, Canadian equities 
lagged behind most global markets, 
with the S&P/TSX Composite Index 
gaining only 7.2% in 2012. This 
relative underperformance reflected 
the sensitivity of Canadian equities 
to the sharp decline in commodity 
prices over the year, as well as the 
impact of a relatively high Canadian 
dollar.

These robust returns for equities 
favored investors with high 
allocations to public equities but 
somewhat offset the benefit of 
diversification to real estate, private 
equity, and infrastructure, which 
generated comparable or superior 

returns to public equities. However, 
our diversification strategy, 
including our substantial allocations 
to real estate and infrastructure 
in particular, significantly reduced 
OPTrust’s overall investment risk 
compared to funds with a greater 
proportion of their assets in public 
equities. 

In 2012, OPTrust benefited both 
from the recovery in public equity 
markets and from the continued 
exceptional performance of 
alternative portfolios, achieving a 
total fund return of 10.1% for the 
year. This result exceeded both 
our 7.2% benchmark return and the 

Plan’s 6.5% funding target return.

Canadian equities
OPTrust’s Canadian equity portfolio 
generated a return of 9.1% in 
2012, outperforming the 7.2% 
return for the benchmark S&P/
TSX Composite Index. This positive 
return contrasts with the Fund’s loss 
of -7.3% in 2011. The Plan’s Canadian 
equity managers continued to 
outpace their benchmarks as they 

C A S E  S T U D Y  :  

G L O B A L V I A 

I N F R A E S T R U C T U R A S

In early 2012, the Private Markets Group made an investment in 

Globalvia, a leading global infrastructure company, headquartered 

in Spain, with a portfolio of transportation assets across Europe and 

Latin America. Transportation assets are attractive to pension fund 

investors like OPTrust because their performance tends to be linked 

to movements in inflation which, in turn, are a key determinant of 

the Plan’s pension-related liabilities.

Until OPTrust’s investment, Globalvia was jointly owned by one of 

Spain’s leading development and construction companies, FCC, 

and the Spanish financial institution, Bankia. To secure additional 

capital – and grow Globalvia’s value as a truly unique transportation 

platform – the shareholders chose to partner with OPTrust and one 

of Europe’s largest pension funds to create a customized financing 

solution. 

OPTrust’s investment in a convertible preferred security provides 

an attractive long-term equity return profile, while benefiting 

from debt-like protection against negative events such as a future 

economic downturn. OPTrust has very strong governance rights to 

help protect its investment, and has worked with other shareholders 

to bolster Globalvia’s management team and identify new strategies 

for growth in existing and potentially attractive markets.
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maintained overall portfolios of high 
quality companies with sustainable 
earnings, and lower exposure to 
energy and mining stocks, which 
underperformed in a challenging 
market in 2012.

Since the Plan’s inception in 1995, 
the Canadian equity portfolio 
has achieved an average annual 

return of 9.8%, outperforming the 
benchmark return of 8.3% by 1.5% 
over the same period. 

Global equities 
The Fund’s global equity portfolio 
posted a robust return of 17.8% in 
2012, exceeding its benchmark 
return by 1.6%. The Plan’s 
developed markets managers were 

biased towards companies that 
had sustainable earnings, good 
management, and relatively good 
value, characteristics that were 
rewarded by investors seeking 
stability in a volatile and challenging 
investing environment. 

The S&P 500, MSCI EAFE and 
MSCI Emerging Markets indices 

returned 13.4%, 14.7%, and 15.6%, 
respectively, handily outpacing the 
S&P/TSX Composite Index. While 
consumer-related stocks almost 
uniformly outperformed most other 
sectors globally, U.S. and global 
banks and resource companies 
significantly outperformed their 
Canadian counterparts. These 
sectors account for a substantial 
part of the Canadian stock market 
in comparison to the global equity 
market.

Since the Plan’s inception, our global 
equity holdings have produced an 
annual return of 6.8% (adjusted to 
reflect OPTrust’s currency hedging 
policy), 1.1% above the 5.7% return 
for the portfolio benchmark.

Fixed income and real return 
bonds
The Fund’s allocation to fixed 
income assets provides a stable 
base of income to fund the Plan’s 
pension obligations. OPTrust’s fixed 
income investments include nominal 
bonds and non-marketable Ontario 
debentures. OPTrust also holds a 
portfolio of Government of Canada 
real return bonds which are linked to 
the Canadian rate of inflation.

The fixed income portfolio provided 
a modest return of 3.4% in 2012, as 
interest rates had already dipped 
to historically low levels due to 
continued concerns over global 
financial markets since 2008. While 
our annual fixed income return 
was modest in comparison to the 
previous two years, it was 0.4% ahead 

C A S E  S T U D Y  :  

V I L L A G E  G R E E N 

 S H O P P I N G  C E N T R E

One of OPTrust’s first real estate investments in Canada was the 

acquisition of Village Green Mall in British Columbia’s Okanagan 

Valley. The enclosed regional shopping mall is anchored by 

Hudson’s Bay and Target and features other major tenants 

including Save-on-Foods and Winners. When Target decided to 

enter the Canadian market in 2011, it selected Village Green Mall 

for one of its initial Canadian stores, with a planned opening of 

May 2013. 

Over OPTrust’s eight-year investment, Village Green Mall has 

delivered predictable and growing cash flows and substantial 

value appreciation. OPTrust has invested significant capital in 

Village Green Mall to improve the property’s energy efficiency, 

achieving the Building Owners and Managers Association’s BESt 

certification. 

Village Green’s sales performance has been strong, placing in the 

top 10 for enclosed malls in British Columbia in 2011, according to 

the International Council of Shopping Centres (ICSC). With its mix 

of leading retail tenants, we expect Village Green Mall to continue 

providing predictable and growing cash flows to help support the 

Plan’s pension obligations. 
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of the 3.0% return for the portfolio’s 
composite fixed income benchmark.

In 2012, the Plan’s real return bond 
portfolio achieved an equally 
modest return of 3.0%.

Since 2002, the fixed income 
portfolio has produced an average 
annual return of 7.8%, matching its 
benchmark return for the same 
period. Our real return bonds have 
returned 9.1% since 1996, compared 
to 8.9% for the portfolio benchmark.

Energy commodities
In 2012, OPTrust’s energy 
commodities portfolio declined 
by -3.8%. This negative return 
reflected lower prices for oil and 
related products due to slowing 
demand from emerging economies, 
improving supply from Libya and 
Iran, and new energy supplies 
resulting from advancements in 
drilling technology. The portfolio 
benchmark lost -3.6% during the 
same period.

Real estate
Over the past nine years, OPTrust’s 
internal Real Estate Group has 
grown the Fund’s real estate 
portfolio to $2.1 billion at year-end, 
2012. The portfolio represented 
14.6% of plan assets at year-end, 
only slightly below our long-term 
allocation of 15%, and an increase 
from 13.2%, or $1.8 billion, in 2011.

Our real estate strategy includes 
holding a variety of investments 

that provide diversity by property 
type, geographical location and 
investment style. Investments are 
sourced, underwritten, acquired and 
managed by portfolio managers in 
our Real Estate Group and with the 
assistance of external investment 
managers.

Our Canadian portfolio consists of 
office, retail, industrial and multi-
residential properties that are 
owned directly by the Plan. OPTrust 
also invests in a number of Canadian 
and international pooled real estate 
funds to extend our reach and 
access compelling opportunities 
globally.

In 2012, the real estate portfolio 
generated a strong return of 17.9%, 
versus 11.9% for the portfolio 
benchmark. Since the launch of our 
internal real estate program in 2004, 
OPTrust’s portfolio has achieved 
an average annual return of 10.2%, 
outperforming the benchmark 
return of 6.8%, a difference that 
reflects the long-term value added 
through active management by 
OPTrust’s Real Estate Group.

In 2012, the Real Estate Group 
committed to 22 new investments, 
including nine in Canada, and 13 in 
international markets, most notably 
the United States. At year-end, the 
Real Estate Group was directly asset 
managing nine of its investments, 
representing approximately 19% of 
the portfolio’s value.

Infrastructure & private equity
OPTrust’s private markets program 
was launched in 2006 to build 
diversified private equity and 
infrastructure portfolios that will 
each eventually account for 15% of 
the Plan’s total assets. In 2012, these 
portfolios reached a combined 
market value of $2.5 billion at year-
end, up from $1.5 billion in 2011. 

In 2012, both portfolios continued 
to exceed expectations, reflecting 
the value added through active 
management by OPTrust’s 
Private Markets Group, and its 
strong performance in global 
markets. These returns result from 
a combination of reoccurring 
income and gains from individual 
investments.

Infrastructure investments returned 
23.7% in 2012, well above the 
infrastructure benchmark return of 
5.7% (CPI + 5%). Since the portfolio’s 
inception in 2006, OPTrust’s 
infrastructure investments have 
generated an average annual return 
of 19.2% compared to 6.7% for the 
portfolio benchmark.

The Plan’s private equity holdings 
generated a return of 20.5% for 
the year, outperforming the 18.4% 
private equity benchmark return 
for 2012. Since inception, the 
portfolio has produced an average 
annual return of 7.5%, compared 
to a return of 2.2% for the portfolio 
benchmark. Fuelling the returns 
for 2012 were two exit events: the 

sale of OPTrust’s investment in Data 
Explorers Group and the partial sale 
of Alliance Boots.

Responsible investing
OPTrust recognizes that 
environmental, social and 
governance (ESG) concerns have 
the potential to affect the Plan’s 
investment performance. We have 
therefore established a responsible 
investing program and implemented 
a range of measures to identify, 
monitor and assess ESG-related risk 
as part of our investment activities. 
Our approach reflects our fiduciary 
responsibility to the Plan’s members 
and sponsors, which includes 
identifying and addressing all 
factors that could affect the Fund’s 
investment returns. 

The policy framework for OPTrust’s 
responsible investing program is set 
out in three policies approved by 
the Board of Trustees:

>  Our Statement of Investment Policies  
and Procedures (SIP&P) addresses 
ESG issues at a high level and requires  
both our internal and external 
investment managers to comply 
with the Statement of Responsible 
Investing Principles (SRIP). 

>  The SRIP describes our general 
approach and also addresses 
specific areas of concern 
including workers’ rights, working 
conditions, fundamental human 
rights, corporate governance 
issues and other social and 
environmental risks. 
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>  Finally, our Proxy Voting Guidelines 
describe in detail how OPTrust is 
likely to vote on a wide range of 
ESG issues. 

Principles for Responsible 
Investment
In 2010, OPTrust became a 
signatory to the United Nations-
backed Principles for Responsible 
Investment (PRI). Developed by 
major international investors, the PRI 
provides a best practices framework 
for responsible investing initiatives 
and brings together a network 
of more than 1,000 signatories 
worldwide, representing  
US$32 trillion in invested assets. 

OPTrust’s responsible investing 
approach is consistent with these 
principles, and as PRI members, we 
have access to a global network of 
organizations with which we can 
share information and collaborate 
on engagement activities to 
promote sound ESG practices 
among companies in which we 
invest.

ESG integration
OPTrust has made a commitment 
to integrating environmental, social 
and governance considerations into 
our investment decision-making 
processes and the way we manage 
our investment portfolios and 

individual assets on an ongoing 
basis. The way ESG factors are 
integrated into our investment 
processes varies amongst OPTrust’s 
different asset classes.

Public markets
OPTrust’s public equity portfolios 
are managed externally by 
professional investment managers 
hired for specific investment 
mandates. As part of our 
commitment to responsible 
investing, we have worked with our 
existing equity managers to review 
how ESG factors are integrated into 
the management of their portfolios. 

Similarly, when conducting searches 
for new external managers, we 
expect candidates to demonstrate 
an understanding of ESG issues and 
how they are factored into their 
decision-making process. 

Our staff also conducts regular 
reviews of our public equity 
portfolios to identify companies 
that may have exposure to financial, 
reputational or other risks arising 
from ESG issues. We then use the 
results of these reviews to engage 
our external investment managers 
on how these issues are reflected in 
their decision-making process. 
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Before retiring over a decade ago, Fred Aquino 
worked as a scheduler at Management Board of 
Cabinet where he managed several projects.  
Today he keeps busy by driving a school bus on 
a part-time basis for kids with developmental 
challenges. He also volunteers with the Canadian 
Cancer Society and drives patients to their 
appointments. 

 “I bought back two years of contract service, which 
helped me increase my pension and qualify for 
one of the Plan’s early retirement options. Both my 
wife and I have an OPTrust pension and it means 
the world to us. It gives us the flexibility to travel, 
spend time gardening and enjoy retirement.” 

F R E D  A Q U I N O     —  O P T R U S T  R E T I R E E     —  M A N A G E M E N T  B O A R D  O F  C A B I N E T  ( F O R M E R L Y ) 
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In 2012, OPTrust decided to 
exclude all companies involved in 
the production, manufacturing or 
sale of anti-personnel landmines or 
cluster munitions from the universe 
of companies we will invest in. This 
decision reflects the substantial 
reputational risk associated with 
investing in products whose use 
contravenes international norms, 
laws and principles, including the  
Ottawa Convention (on anti-personnel  
landmines) and the Convention on 
Cluster Munitions (Oslo Convention). 

Real estate and private markets
OPTrust has also incorporated 
responsible investing principles 
into the way our internal real 
estate and private markets groups 
manage their growing portfolios. 
This includes ensuring that all 
potential new investments are 
screened for ESG-related risks as 
part of a rigorous due diligence 
process, and that ESG criteria are 
part of our ongoing monitoring and 
management of these assets.

OPTrust’s Real Estate Group, for 
example, actively pursues a number 
of strategies to improve the energy 
efficiency and environmental 
performance of our properties. 
This makes good business sense, 
since it lowers operating costs and 
increases our net income from these 
properties. It also reduces their 
carbon footprint while enhancing 
our ability to attract and retain good 
quality commercial tenants.

During the year, we continued to 
build on our Real Estate Group’s 
work to achieve BESt (Building 
Environmental Standards) 
certification from the Building 
Owners and Managers Association 
of Canada (BOMA) for Canadian 
properties directly owned by 
OPTrust. Currently, 61%, by net 
carrying value, of our directly-
owned Canadian real estate 
portfolio has achieved certification. 

OPTrust’s Private Markets Group 
has integrated responsible investing 
practices across its investment 
process for both its infrastructure 
and private equity portfolios, from 
the sourcing and review of individual 
assets, through their acquisition and 
monitoring, to their final disposition. 
In addition, the Group continues 
to work with other institutional 
investors, OPTrust’s investment 
partners, the UN PRI, and the 
broader industry across both asset 
classes to better integrate material 
ESG considerations in private equity 
and infrastructure. 

The Private Markets Group has 
also made a number of significant 
investments in renewable energy 
projects as part of our infrastructure 
portfolio. Investments in these 
regulated assets support our SRIP, 
both contributing to and benefiting 
from global efforts to reduce carbon 
emissions and other pollutants 
associated with many traditional 
sources of energy. 

Active ownership
OPTrust is committed to active 
ownership of the Fund’s assets 
and continues to implement our 
corporate engagement strategy. 
During 2012, as part of this strategy, 
we worked in partnership with other 
investors to engage directly with 
corporations that we have invested 
in to address specific ESG issues. 

OPTrust also participates in a 
number of organizations that 
seek to promote sound corporate 
governance, shareholder advocacy 
and responsible investing in Canada 
and around the globe. The Canadian 
Coalition for Good Governance 
(CCGG) and the Pension Investment 
Association of Canada (PIAC), 
for example, provide OPTrust 
and our partners with a forum for 
coordinating corporate engagement 
activities on a range of governance 
and responsible investment issues. 

Proxy voting activity
As a long-term investor, OPTrust 
believes that good governance 
practices support stronger long-
term performance and enhance 
shareholder value. We see voting 
our shares on behalf of our 
beneficiaries as an important part of 
our rights as shareholders. We own 
shares in more than 1,500 publicly 
traded companies around the globe 
and exercise the right to vote all 
of our proxies based on guidelines 
approved by the Board of Trustees.

Shareholder Meetings Voted 
by OPTrust

263

247

1,069

Canada
USA
Global

In 2012, OPTrust voted at 1,579 

shareholder meetings. In total, OPTrust 

voted on more than 22,000 individual 

resolutions, including 524 proposals 

submitted by shareholders, supporting 

management 87% of the time. 
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> Implemented the 

last of three annual 1% 

increases in members’ 

and employers’ 

contribution rates, as 

part of our strategy for 

managing the Plan’s 

2008 investment loss

> Strengthened 

the Plan’s actuarial 

assumptions to reflect 

members’ increased 

life expectancy and 

other economic and 

demographic trends 

> Remained fully 

funded, with a total 

surplus of $34 million 

at year-end after 

accounting for the 

Plan’s rate stabilization 

reserves of $852 million

P E N S I O N  

F U N D I N G

OPTrust’s overarching funding 
objective is to ensure that money is 
available to pay current and future 
retirees’ lifetime pensions decades 
into the future. Other key funding 
goals include maintaining stable 
pension benefits for active members 
over their careers and sustainable 
contribution rates for both members 
and their employers. 

To help meet these long-term 
funding objectives, OPTrust:

>  carefully manages members’ and 
employers’ contributions and the 
Plan’s $14.7 billion in net assets

>  invests the pension fund to achieve 
our expected rate of return over 
time, while managing the Plan’s 
exposure to investment risk

>  performs regular funding 
valuations to ensure that assets 

are sufficient to meet the 
projected cost of members’ and 
retirees’ lifetime pensions

>  regularly reviews the actuarial 
assumptions used to calculate 
the Plan’s long-term pension 
obligations

>  incorporates an appropriate 
margin of conservatism into our 
long-term investment return 
assumption

>  monitors a wide range of factors 
that can affect the Plan’s funded 
status

>  provides information and advice 
to our sponsors on the Plan’s 
funded status and outlook, 
contribution rates, benefit levels, 
the maintenance and use of any 
surplus, as well as options for 
ensuring the Plan’s sustainability 
over the long term.

2012 funding valuation
OPTrust engages independent 
actuaries to prepare annual funding 
valuations of the Plan. These 
valuations provide a snapshot of the 
Plan’s funded status, its ability to 
meet its pension obligations, and a 
tally of gains and losses experienced 
since the last valuation.

Our most recent funding valuation 
shows that the Plan remained fully 
funded as of December 31, 2012, 
with a small total funding surplus of 
$34 million. This surplus reflects the 
Plan’s $852 million in rate stabilization 
reserves, which the sponsors had 
prudently set aside from previous 
funding gains. These reserves are 
sufficient to cover the Plan’s going-
concern deficit of $818 million at 
year-end, at the sponsors’ discretion.

The Plan’s total surplus declined 
slightly over 2012, down from  
$51 million the previous year. 
This small change reflected the 
net impact of adjustments in the 
Plan’s actuarial assumptions, and 
gains and losses arising from the 
Plan’s demographic and economic 
experience over the year, as well as 
the recognition of the final smoothed 
loss from the 2008 valuation.

The valuation also identified  
$528 million in deferred (or 
“smoothed”) investment gains, 
compared to $189 million at the 
end of 2011. These gains will be 
recognized between 2013 and 2016, 
further improving the Plan’s funded 
status. 

OPTrust is normally required 
to file a funding valuation with 
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the provincial regulator at least 
once every three years. However, 
under a 2012 funding framework 
agreement between the sponsors, 
the maximum interval between filed 
valuations has been extended to 
four years, effective for valuation 
dates prior to December 31, 2014. 

The funding valuation can also 
be filed more frequently, at the 
discretion of OPTrust’s Board. In 
years when no valuation is filed, 
OPTrust conducts an interim 
valuation to monitor the Plan’s 
funded status.

Should OPTrust’s Board elect to  
file the 2012 valuation by 
September 30, 2013, it would be 
required to file the Plan’s next 
valuation as of December 31, 2016, 
at the latest.

Deficit management 
strategy
The Plan’s 2012 valuation results 
demonstrate the continued success 
of OPTrust’s multi-year deficit 
management strategy. Like most 
major pension plans, OPTrust faced 
serious challenges as a result of 
the global financial crisis in 2008. 
Since that time, OPTrust has worked 
closely with our sponsors to manage 
the funding impact of the Plan’s 
2008 investment loss of $2.4 billion. 

Three key factors have ensured that 
the Plan has remained fully funded: 

>  The sponsors approved a series 
of three 1% increases in members’ 

and employers’ contribution rates, 
taking effect in January 2010, 
2011 and 2012. The resulting 
increase in current and future 
contributions reduced the funding 
shortfall by $1.2 billion.

>  Second, the sponsors agreed to 
set aside a portion of the Plan’s 
rate stabilization reserves to pay 
down the balance of the funding 
deficit, over a 15-year period.

>  Third, the Plan’s strong investment 
returns over the past four years 
helped offset the recognition 
of smoothed losses from 2008. 
As a result the Plan’s deferred 
investment loss of $927 million at 
the end of 2008 has been replaced 
by a deferred gain of $528 million 
at December 31, 2012, a net 
improvement of almost  
$1.5 billion.

This prudent and balanced strategy 
has allowed OPTrust and our 
sponsors to achieve three key 
objectives: successfully managing 
the funding impact of the Plan’s 
2008 losses, maintaining the value 
of members’ future pension benefits 
and moderating the impact on 
contribution rates. 

Sponsors’ funding 
agreement 
OPTrust’s joint sponsorship 
governance model has been central 
to ensuring the Plan remains fully 
funded. Under this model, plan 
members and the Government of 
Ontario share equally in any funding 

Funding Surplus/(Deficit) 
and Smoothing  
At December 31 ($ millions)
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Actuarial smoothing reduces the 

impact of volatile investment returns 

on the Plan’s funding valuations. At the 

end of 2012, OPTrust had a funding 

deficit of $818 million and deferred 

investment gains of $528 million. 

After accounting for rate stabilization 

reserves of $852 million, the Plan’s  

total surplus was $34 million at the  

end of 2012.

When OPTrust’s annual investment 

return differs from the Plan’s funding 

target, any gains or losses are 

recognized evenly over a five-year 

period. At the end of 2012, the Plan 

had net deferred gains of $528 million, 

which will be recognized between 2013 

and 2016. 
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gains and in the responsibility for 
making up any funding shortfalls. 
As the Plan’s sponsors, OPSEU and 
the government are responsible 
both for establishing the pension 
benefits OPTrust members earn 
for their credited service and for 
setting members’ and employers’ 
contribution rates.

In October 2012, the sponsors 
established a five-year funding 
framework agreement to ensure 
the stability of members’ and 
employers’ contribution rates. 
The agreement took effect on 
December 31, 2012, and remains  
in effect until December 30, 2017.

Under the funding framework 
agreement:

>  Pension contribution rates for 
members and employers cannot 
be increased above 2012 levels for 
the duration of the agreement.

>  If a funding valuation filed with 
the pension regulator identifies 
a funding shortfall, the shortfall 
must first be addressed by 
reducing the pension benefits that 
active members will earn for their 
future service. There will be no 
impact on the benefits members 
have earned for their past service 
or on the pensions paid to 
OPTrust’s retirees.

>  The maximum reduction in the 
value of members’ future benefits 
under this agreement is 20%. If  
this limit is reached, any further 
shortfall may be made up through 

contribution increases and/or 
further future benefit reductions. 

>  Any benefit reductions can  
only be reversed during the five-
year period if the Plan remains 
fully funded after the benefit  
is restored.

>  Current pension benefits can only 
be enhanced during the freeze 
period if the Plan remains 105% 
funded after the improvement  
is implemented.

>  OPTrust must file at least one 
valuation during the freeze period. 
At the same time, the maximum 
interval between valuation dates 
for filed valuations is extended 
to four years during the freeze 
period, up from the current  
three-year limit.

This agreement supports the 
sponsors’ objectives of ensuring 
stable contribution rates and 
maintaining a funding surplus 
as a precondition of any benefit 
enhancements during the  
freeze period. 

By prohibiting contribution 
increases for five years, the 
agreement also reduces the 
sponsors’ options for maintaining 
pension benefits prospectively, in 
the event of a funding loss. The 
impact of this change is partly offset 
by the extended interval between 
filing valuations, which provides 
additional flexibility to OPTrust.

OPTrust’s funding policy
Our Board of Trustees has 
established a comprehensive 
funding policy to help ensure that 
the Plan’s assets are sufficient 
to meet its long-term pension 
obligations. This policy sets out 
three key funding goals: 

Security of benefits: OPTrust’s main 
goal is to provide members with 
a secure defined benefit pension 
in their retirement, based on their 
years of service and the Plan’s 
pension formula. To achieve this 
goal, we must ensure that member’s 
and employer’s contributions, 
together with the Plan’s expected 
investment returns, are sufficient 
to cover the projected cost of 
members’ future pension benefits 
over the long term.

Stability of contributions: Another 
key goal is to minimize the risk of 
significant increases in members’ 
and employers’ contribution rates. 
This is accomplished by setting 
contribution rates based on prudent 
assumptions regarding future 
investment returns and the growth 
of the Plan’s pension obligations. 

Fairness of funding among 
generations and other groups: This 
is best achieved within a framework 
that provides for stable contribution 
rates over each member’s career. It 
also requires prudent and equitable 
distribution of any gains among 
different groups and generations 
of members. Maintaining adequate 

funding is necessary to avoid 
putting an undue burden on  
future generations. Conversely, 
funding should not be managed  
so conservatively that large 
surpluses are transferred to  
future generations.

Tools to meet funding 
goals
Our funding policy also provides for 
a range of tools and procedures to 
meet these objectives:

Actuarial assumptions: Because 
the pension promise extends 
decades into the future, OPTrust 
uses actuarial assumptions to 
calculate the Plan’s long-term 
funding requirements. These 
assumptions estimate the impact 
of key economic and demographic 
factors such as the Plan’s expected 
rate of return, future interest rates 
and the rate of inflation, changes 
in the Plan’s active membership 
and retiree populations, members’ 
salary rates, their expected age of 
retirement and mortality rates.

Margin of conservatism: To 
further reduce the risk of funding 
shortfalls, we build an additional 
margin of conservatism into the 
investment return assumption used 
for funding purposes. Under this 
policy, the funding target return is 
set a minimum of 25 basis points 
(0.25%) below the return the Fund 
is expected to achieve over time, 
based on our current asset mix.
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Actuarial smoothing: While the 
Plan’s investment strategy is 
designed to meet or exceed our 
funding target return over time, 
actual investment returns will vary 
from year to year in response to 
changing market conditions. 

OPTrust therefore uses an actuarial 
smoothing technique to recognize 
each year’s investment gains or 
losses, relative to our funding 
target return, over a five-year 
period. This “actuarial asset value 
adjustment” reduces the short-
term impact of volatile investment 
returns on the Plan’s funded status 
and helps maintain relatively stable 
contribution rates. 

Rate stabilization reserves: As 
plan sponsors, OPSEU and the 
Government of Ontario have 
prudently set aside a portion of past 
funding gains in separate member 
and employer rate stabilization 
reserves. The sponsors may use 
these reserves to limit the impact of 
future funding losses on members’ 
and employers’ contribution rates 
and/or the value of members’ future 
pension benefits. Any unallocated 
portion of these reserves can also be 
used to fund benefit improvements 
or reduce contribution rates, at each 
sponsors’ discretion. 

The rate stabilization reserves 
are a powerful tool for reducing 
the adverse impact of funding 
shortfalls. OPTrust’s funding policy 
defines a set of principles to guide 

the Trustees’ recommendations 
to the sponsors on the use of any 
future surplus. These principles 
include recommending that:

>  Any future surplus should be 
used first to i) pay down any 
outstanding unfunded liability,  
ii) increase the Plan’s stabilization 
reserves and/or iii) restore 
pension benefits, should they be 
reduced under the current funding 
framework agreement.

>  The use of any additional gains 
to fund temporary or permanent 
benefit enhancements or 
reduced contributions should 
be considered only after higher 
priority funding objectives are 
achieved.

Funding valuations: By law, 
OPTrust is normally required to 
file a funding valuation with the 
provincial regulator at least once 
every three years. However, the 
funding valuation can be filed 
more frequently, at the Board’s 
discretion. The decision whether to 
file the funding valuation is made 
by the Trustees, in consultation 
with staff, the Plan’s actuaries and 
the sponsors. In years when no 
valuation is filed, OPTrust conducts 
an interim valuation to monitor the 
Plan’s funded status.

Actuarial assumption 
changes
A defined benefit plan’s obligation 
to its members extends decades 
into the future. Unanticipated 

Sources of Gains and Losses 

     2012  2011
At December 31 ($ millions)   VALUATION  VALUATION

Recognized investment gains and (losses)  27  (57)

Other economic gains and (losses)  4  14

Demographic gains and (losses)  10  50 

Changes in assumptions   (1)  (173)

Other gains and (losses)   (78)  (74)
 
TOTAL  $ (38) $ (240) 

Funding Valuation Assumptions 

     2012  2011
     VALUATION  VALUATION

Inflation rate   2.25%1  2.50%

Investment return (real)   4.00%  4.00%

Investment return (nominal)   6.25%  6.50%

Salary increases 2013 and 2014 (nominal)2  1.0%  3.25%

Salary increases after 2014 (nominal)2  3.0%  3.25%
 
1 As of December 31, 2012
2 Plus an amount for promotion. Based on a long-term scale.
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economic or demographic events 
have the potential to seriously 
affect the Plan’s ability to meet 
those obligations. OPTrust regularly 
reviews the Plan’s actuarial 
assumptions to ensure they reflect 
expected trends and the Plan’s 
experience, reducing the risk of 
significant funding losses. 

In early 2013, the Board of Trustees 
approved the following adjustments 
to the Plan’s assumptions, which are 
reflected in the Plan’s 2012 funding 
valuation.

>  The Plan’s mortality assumption 
was strengthened to reflect 
increases in members’ life 
expectancy and the resulting 
increase in the Plan’s long-term 
pension obligations.

>  Assumptions regarding members’ 
age and years of service at 
retirement were adjusted to reflect 
the fact that members are opting 
to work longer and retire later than 
in the past.

>  The projected growth in members’ 
salary rates was adjusted to reflect 
compensation restraint in Ontario’s 
public sector in 2013 and 2014.

>  The assumed rate of inflation was 
reduced to 2.25%, down from 2.5%. 
The Plan’s nominal expected rate 
of return for funding purposes was 
also reduced by 0.25%, to 6.25%.

Together, these changes will help 
ensure that the Plan’s funding 
valuations better reflect the 
expected growth of its assets and 
pension obligations. The net impact 
of these changes was a funding loss 
of $1 million.

Funding outlook
Given the impact of the 2008 
financial crisis and continuing 
investment market volatility, the 
Plan’s fully funded status represents 
a significant accomplishment. In 
part, it reflects the prudent decision 
by the sponsors to set aside past 
gains in the Plan’s rate stabilization 
reserves. Since 2008, these 
reserves have allowed OPTrust to 
maintain stable benefit levels while 
moderating the impact of the Plan’s 
deficit on members’ and employers’ 
contribution rates.

At the same time, the Plan’s total 
surplus has been reduced to  
$34 million, down from $878 million 
in 2007. This strictly limits the 
reserves that are available to cover 
any future funding losses should 
investment returns fall short of the 
Plan’s target return and/or if the 
cost of members’ future pensions 
increases more quickly than 
expected.

OPTrust’s staff therefore tracks a 
wide range of funding risks and 
analyzes their potential impact 
on the sustainability of the Plan’s 
contribution rates and benefits 
under a range of possible scenarios. 

In 2012, OPTrust continued to 
monitor economic and demographic 
factors, legislation and sponsor 
decisions that could affect the Plan’s 
funded status and outlook.

These factors include:

>  historically low long-term interest 
rates, which increase the Plan’s 
liabilities and reduce the returns 
we can expect to achieve from our 
fixed income investments

>  the uneven economic recovery, 
which has sharply increased 
market volatility and investment 
risk over the past four years

>  ongoing improvements in 
members’ life expectancy, which 
increase both the number of years 
they can expect to collect an 
OPTrust pension and the Plan’s 
long-term pension liabilities

>  the long-term decline in the ratio 
of OPTrust’s active members 
to retirees, which reduces the 
Plan’s ability to address funding 
shortfalls through increased 
contribution rates

>  the implementation of a legislated 
“grow in” pension benefit, 
which allows eligible terminated 
members to qualify for an 
unreduced pension before age 65

>  the 2012 funding framework 
agreement between the Plan’s 
sponsors described above.

Partly offsetting these risks are 
recent developments, including:

>  the sponsors’ agreement to 
amend the Plan to allow eligible 
groups of members whose jobs 
are affected by divestments from 
the Ontario Public Service to 
continue contributing to the Plan. 
The agreement also establishes a 
process for new employee groups 
in Ontario’s broader public sector 
to join the Plan, subject to the 
approval of the Board of Trustees 
and the Ministry of Finance. These 
changes may help to stabilize 
and expand the Plan’s active 
membership.

>  the increase in the Plan’s deferred 
investment gains to $528 million at 
the end of 2012. The recognition 
of these gains will strengthen the 
Plan’s funded status over the next 
four years. 

In 2012, OPTrust staff continued to 
provide the Trustees and the Plan’s 
sponsors with information and 
technical advice on the potential 
impact these and other factors that 
could affect the Plan’s funding over 
the next several years. OPTrust’s 
Board and staff are committed to 
working closely with the sponsors 
to address these challenges and 
ensure the sustainability of the 
pension promise today and decades 
into the future.
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At OPTrust, we recognize that 
providing excellent service is a key 
component of our mission to build 
retirement security for our almost 
84,000 members and retirees. By 
helping them understand their 
pension options and plan for their 
retirement, and providing prompt, 
efficient service tailored to their 
individual needs, we work to help 
our members and retirees to 
maximize the value of their  
OPTrust pensions. 

Service excellence
The work we do supports the 
financial security of almost 84,000 
people. From simple requests to 
complex transactions, our Member 
and Pensioner Services staff  
strives to:

>  provide a consistently high level 
of service and communications, 
which we measure against a range 
of service targets and standards

>  continuously improve service 
quality and delivery, while looking 
for cost efficiencies that will 
benefit the entire Plan.

Since OPTrust’s inception, we 
have prided ourselves on our 
commitment to client service. 
Over the years, our members and 
pensioners have recognized this 
commitment in the consistently 
high ratings they have given us 
in response to our ongoing client 
satisfaction surveys. 

However, in an era characterized 
by change, we believe there is 
more to be achieved. In 2012, we 
established a wide-ranging service 

> Answered more than 

48,000 telephone 

calls from members 

and pensioners, with 

an average response 

time of just eight 

seconds

> Registered almost 

2,500 clients for our 

secure Online Services, 

increasing the number 

of registered users to 

more than 34,000

> Earned a strong 

overall satisfaction 

rating of 8.6 out of 10 

from our members and 

pensioners, meeting 

our quality target 

for the fourth year 

running.

The number of visits to OPTrust’s public 

website increased to almost 390,000 

in 2012, up from 369,000 visits the 

previous year. The steady growth in 

site traffic reflects our members’ and 

pensioners’ increasing preference for 

online service and communications. 

In 2012, almost 2,500 members and 

retirees registered for our secure Online 

Services site, a 7.7% increase from 

2011. Over the year, registered users 

completed almost 14,000 individual 

transactions, exchanged more than 

8,000 encrypted messages with 

OPTrust staff and viewed personal 

statements more than 60,000 times.

Website Visits
At December 31
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excellence project, designed to 
achieve material improvements in 
the timeliness, range and quality of 
our services while remaining cost-
efficient. This long-term project will 
be a key priority for our member 
and pensioner services staff over 
the next several years.

As an organization built on trust, 
we take our members’ privacy 
and right to confidentiality very 
seriously. During the year, we 
completed a multi-year project to 
eliminate the use of Social Insurance 
Numbers in our records, forms and 
transactions, except where required 
for tax reporting purposes. The 
Government of Ontario and other 
OPTrust employers fully supported 
these changes, helping to ensure the 
security of our members’ personal 
and financial data.

Measuring performance
Complementing our focus on 
continuously improving our 
services is an equal commitment to 
maintaining high service standards 
and measuring our performance 
to ensure we are meeting 
expectations. 

In 2012, for example, we responded 
to more than 48,000 telephone calls 
from our members and pensioners. 
Of these, more than 99% were 
answered by our Member and 
Pensioner Services staff, with an 
average response time of just eight 
seconds after being placed in the 
queue.

Over the year, our staff completed 
more than 55,000 individual pension 
transactions, ranging from simple 
requests such as beneficiary 
changes to more complex buybacks 
and pension transfers. Of these 
transactions, 83% were completed 
within our service standards, slightly 
below our 86% target, on-time 
completion rate in 2011.

This drop in our on-time percentage 
reflected the implementation of 
a number of legislated pension 
benefit changes in 2012. These 
include new family law rules for the 
division of members’ and retirees’ 
pension entitlements in the event of 
marriage breakdown, the immediate 
vesting of members’ pension 
entitlements, and “grow-in” rights 
for eligible members who terminate 
from the Plan. We are in the process 
of developing and implementing 
changes to our pension systems 
to reflect these benefit changes 
and automate the related pension 
transactions. In the meantime, 
some of these transactions require 
complex calculations that must be 
completed individually. 

As a result of these changes, the 
number of transactions that were 
overdue at year-end rose to 12.7%, 
up slightly from 11.8% in 2011 but 
still within our service standard of 
13%. However, the percentage of 
cases overdue by more than 30 days 
improved, falling to 3.1% in 2012, 
down from 3.3% the year before and 
well below our target maximum of 5%.

Gathering feedback
For well over a decade, OPTrust 
has conducted regular surveys of 
the clients who complete a pension 
transaction with us. We value 
this feedback highly, and use it to 
measure our overall service quality 
and determine areas where we can 

improve. In addition to our client 
transaction survey, 2012 marked 
the second year of a general 
satisfaction survey, which is sent to 
a random sample of our members 
and pensioners, whether or not they 
have completed a transaction with 
us in the past year. 

Inflation Protection for Pensioners  
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OPTrust’s Active Members  
and Pensioners  
At December 31 
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In 2012, OPTrust’s active membership 

decreased to 43,981, down by 2,153 

from the previous year. The number 

of pensioners increased by 1,608, to 

28,916 at year-end. As a result, the ratio 

of active members to pensioners has 

declined to 1.5:1. 

OPTrust pensions are adjusted annually 

for inflation to protect retirees’ 

purchasing power. In January 2013, 

payments to pensioners rose by 

1.9%, reflecting changes in Canada’s 

Consumer Price Index. A retired 

member who received a typical annual 

pension of $18,000 in 1995 will receive 

$25,446 in 2013.

*  Pension figures in graph are not adjusted for 
CPP integration at age 65.
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In 2012, our general satisfaction 
score for customer service rose to 
8.6 out of 10, up from 8.4 in 2011. 
Members and pensioners continued 
to value their OPTrust pension highly 
relative to other investments, giving 
it a rating of 8.9 out of 10.

In our transaction survey, scores in 
certain areas dipped slightly in 2012 
compared to 2011, as we worked 
to implement many legislative 
changes such as new family law 
rules, immediate vesting and “grow-
in” rights. However, members’ and 
pensioners’ overall satisfaction with 
the service provided remained 
steady with a rating of 8.5 out of 10 
in 2012, the same as 2011. 

We continue to look for ways to 
enhance our services, particularly 
when implementing new processes 
or responding to legislative 
requirements.

Based on results from both surveys, 
members’ and pensioners’ aggregate 
satisfaction rating for OPTrust’s 
service in 2012 was 8.6 out of 10, 
matching our annual target score for 
the fourth year in a row.

Proactive service
In addition to delivering prompt, high 
quality service in response to clients’ 
requests, we also take a proactive 
approach to providing members and 
retirees with the information they 

need to make sound decisions  
about their pensions and their 
retirement options. 

OPTrust has a full program of 
targeted communications that 
provide tailored and timely 
information at various points in our 
members’ careers. For example, in 
2012 our staff:

>  developed two online videos. The 
first explains the benefits of plan 
membership to fixed-term, casual 
or temporary employees who 
have the option to join the Plan. 
The second provides information 
for members who may need to 
transfer their pension assets

>  hosted 57 Direct Contact pension 
seminars and information booths 
across Ontario, reaching almost 
2,900 participants

>  mailed more than 900 quotations 
to eligible new members on the 
cost of buying back past service, 
ensuring they did not miss the 
Plan’s regular application deadline

>  notified 1,677 members about 
pending buyback payment 
deadlines to help them maximize 
their future pensions

>  wrote more than 9,300 letters 
to members who had reached 
age 55, providing individualized 
pension projections based on a 
range of possible retirement dates
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As a Point of Sale Help Desk Analyst, 
Craig Hadley is the point person to resolve 
technical and procedural problems at the 
LCBO retail stores throughout the province. 
He’s there to provide solutions when issues 
arise with electronic systems such as 
handheld bar code scanners or inventory 
software programs.

 “With the market volatility over the last 
several years, it’s nice to know that the 
pension plan is professionally managed, 
delivering strong investment returns. I have 
a long way to go before I retire but it means 
that I’ll have one less thing to worry about.”

C R A I G  H A D L E Y     —  O P T R U S T  M E M B E R     —  L I Q U O R  C O N T R O L  B O A R D  O F  O N T A R I O  ( L C B O ) 
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>  reminded 2,100 retirees who 
were nearing age 65 about CPP 
integration and its impact on 
their monthly OPTrust pension 
payments

>  issued almost 96,000 e-mail 
updates to members and retirees 
on a variety of topics about their 
pension plan.

Online service and 
communications
Online service and communications 
are key tools for meeting the needs 
of our members and retirees. 
OPTrust’s website (www.optrust.
com) features many resources to 
help members and retirees learn 
about their pensions, including news 
updates, OPTrust publications and 
videos. In 2012, the site continued 
to show steady improvement in its 
reach, with almost 390,000 unique 
visits, an increase of more than 
20,000 from 2011.

OPTrust also offers a secure Online 
Services site, which allows members 
and retirees to view and update 
their personal pension information 
and complete certain pension 
transactions online. This popular, 
password-protected site allows 
users to communicate with OPTrust 
staff in a secure environment 
using encrypted web-based 
messaging. Registered users can 
also set their preferences to receive 
OPTrust newsletters, personalized 
pension statements and other 
communications online. 

In 2012, almost 2,500 members 
and retirees signed up for Online 
Services, bringing the number of 
registered users to over 34,000, an 
increase of 7.7%. Of OPTrust’s total 
membership, 41% now use Online 
Services, compared to 24% five 
years earlier.

Activity in the Online Services site 
remained steady in 2012, with 
almost 14,000 individual transactions 
completed during the year. 
Beneficiary updates and address 
changes continue to represent 
a high volume of transactions, 
which allows our staff to focus on 
processing more complex pension 
transactions. Secure messages 
exchanged between members 
and retirees and OPTrust staff 
grew to over 8,000. Users are also 
increasingly using the site to view 
their pension statements, with 
total statement views growing to 
just over 60,000 during 2012, an 
increase of more than 5,000 views 
from 2011. 

For the past two years, we have 
used an online survey to gather 
users’ feedback after they complete 
a session on the Online Services 
site. In 2012, users gave the site an 
overall satisfaction score of 8.6 out 
of 10, up slightly from the score of 
8.5 in 2011. 

Membership changes
The OPSEU Pension Plan’s total 
membership increased slightly to 
83,745 in 2012, up from 83,697 the 

previous year. In 2012, the number 
of OPTrust pensioners continued its 
steady growth as the Plan matures. 
At the same time, the number of 
active members declined for the 
fourth consecutive year, reflecting 
staffing changes in the Ontario 
Public Service.

At the end of 2012, the Plan had 
43,981 active members, down by 
2,153 or 4.7% from the end of 2011. 
Over the year, we welcomed 2,225 
new members, including almost 
1,400 fixed-term or temporary 
employees, for whom participation 
is optional. At the same time, 4,274 
members retired or left the Plan, 
while a number of terminations 
remained in process at year-end.

The number of OPTrust’s current 
pensioners increased by 1,608 in 
2012, to 28,916 at year-end. Almost 
90% of these new pensioners retired 
with an unreduced pension, with 
64% retiring under one of the Plan’s 
early retirement options and 25% 
retiring at age 65 or older. The 
average age of our overall pensioner 
population increased to 69.2 years, 
up from 68.6 in 2011. 

The ratio of active members to 
pensioners fell to 1.5 to 1, down 
from 1.7 to 1 in 2011. This change 
reflects both the continued growth 
of our pensioner population and 
the impact of staffing changes at 
participating employers on the 
Plan’s active membership. 

2012 Retirement Snapshot  

25%

29%

33%

11%
2%

Age 65
Factor 90
60/20
Reduced
Surplus Factor 80 

In 2012, over 1,800 OPTrust members 

retired under one of the following 

options:

Age 65: The normal retirement age 

under the 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, and whose age plus 

years of credit total 80 or more

Note: Chart does not include deferred, 

disability or survivor pensions.
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Membership Statistics 

At December 31 2012 2011 2010 2009 2008 2007 2006 2005 2004 2003

ACTIVE MEMBERS 43,981 46,134 46,893 47,316 47,850 47,717 46,208 44,568 44,243 45,836

 Female/male ratio 60:40 59:41 60:40 60:40 60:40 60:40 60:40 60:40 59:41 59:41

 Average age 46.4 46.0 45.9 45.7 45.3 45.1 44.9 44.7 44.4 44.3

 Average salary $ 61,791 $ 60,567 $ 58,958 $ 57,235 $ 55,671 $ 53,646 $ 52,072 $ 50,764 $ 49,181 $ 47,494

 Average years of credit  
  in the Plan 12.9 12.6 12.0 11.9 11.7 11.5 11.6 11.6 11.5 11.3

 Number of new members 

  enrolled 2,225 2,398 2,595 2,825 3,682 3,802 4,373 3,400 3,917 3,935

 Number of members 

  terminated or retiring 4,274 3,124 3,018 3,378 3,549 3,290 3,365 3,168 9,358 3,605

          

FORMER MEMBERS WITH  
 ENTITLEMENTS IN THE PLAN* 1,882 1,405 1,434 1,278 1,782 1,375 608 1,240 1,333 5,181

          

DEFERRED PENSIONERS** 8,966 8,850 8,924 8,990 8,806 8,741 8,703 8,422 7,973 4,610

          

CURRENT PENSIONERS 28,916 27,308 25,813 24,758 23,686 22,756 22,058 21,439 20,246 18,977

 Average age 69.2 68.6 67.9 67.4 66.8 65.9 65.3 64.5 63.9 63.4

 Average annual pension $ 20,005 $ 19,467  $ 19,285  $ 19,278  $ 18,976 $ 18,838 $ 18,697 $ 18,642 $ 18,616 $ 18,430

Current pensioners  
  by type of pension          

 Normal and early unreduced 22,243 21,096 19,937 19,274 18,600 18,006 17,638 17,318 16,653 16,180

 Reduced 3,761 3,507 3,349 3,178 2,970 2,811 2,656 2,528 2,168 1,466

 Eligible survivors 2,800 2,599 2,429 2,214 2,031 1,862 1,691 1,541 1,378 1,289

 Disability 112 106 98 92 85 77 73 52 47 42

TOTAL MEMBERS AND PENSIONERS 83,745 83,697 83,064 82,342 82,124 80,589 77,577 75,669 73,795 74,604

*  “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.

Restructuring in the Ontario 
Public Service (OPS) continued 
to have an impact on the Plan’s 
active membership in 2012. As 
part of the implementation of the 
Harmonized Sales Tax (HST) in 
Ontario, 674 members transferred 

employment to the Government 
of Canada during the year. These 
members therefore ceased their 
active membership in the Plan, with 
the majority opting to transfer their 
pension entitlement to the federal 
Public Service Pension Plan.

As part of our strategic approach 
to managing the Plan’s funding, 
OPTrust tracks changes in the 
Plan’s active membership and 
our pensioner population, and 
models the potential impact on the 
Plan’s pension liabilities. OPTrust 

is currently providing technical 
assistance to the Plan’s sponsors 
as they look at options to enhance 
the long-term sustainability of 
the Plan through membership 
expansion. 
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At OPTrust, we take a long-term 
perspective on the Plan’s finances 
to help ensure retirement security 
for our almost 84,000 members and 
pensioners. The following overview 
summarizes key points from the 
Plan’s 2012 financial statements, 
including significant changes during 
the year. The financial statements 
are prepared in accordance with 
Canadian accounting standards for 
pension plans and differ from the 
results of the funding valuation, 
which are discussed earlier in  
the report.

During 2012, the Plan benefited 
from net investment income of 
$1.2 billion, largely due to gains in 
our Canadian and foreign public 

equities portfolios, complemented 
by strong earnings in our private 
markets portfolios. As a result, the 
Plan’s net assets increased by  
$1.0 billion, to $14.7 billion at 
year-end, after accounting 
for members’ and employers’ 
contributions, pension payments 
and administrative expenses.

Financial statement 
surplus
The Plan’s total financial statement 
surplus increased by $312 million, 
largely due to strong net investment 
income during 2012. The total 
surplus at year-end stood at  
$516 million. This includes the  
Plan’s unallocated financial 

> Net investment 

income of $1.2 billion 

helped increase the 

Plan’s net assets to 

$14.7 billion at  

year-end

> The value of 

members’ and retirees’ 

earned pension 

benefits increased 

to $14.2 billion, 

increasing the Plan’s 

pension obligations by 

$690 million from 2011

> The Plan’s total 

financial statement 

surplus increased  

by $312 million, to  

$516 million at  

year-end.

F I N A N C I A L  

O V E R V I E W

Financial Statement vs. Funding Valuations 

As at December 31, 2012 ($ millions)  Financial  Funding  Difference 

Net assets $ 14,705 $ 14,705 $   –

Actuarial asset value adjustment  –  (528)  528

Present value of future contributions  –  4,918  (4,918)

Pension obligations   (14,189)  (19,061)  4,872
 
Rate stabilization reserves  852  852  0

Financial statement unallocated deficit /  
 Funding valuation actuarial deficit  (336)  (818)  482
 
Total financial statement surplus /  
 Total funding valuation surplus $  516 $   34 $ 482
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statement deficit of $341 million 
and $852 million in rate stabilization 
reserves, which were set aside 
by the Plan’s sponsors from past 
funding gains. These reserves are 
being used to pay down the Plan’s 

deficit over a period of no longer 
than 15 years.

The financial statement surplus is 
not the same as a surplus identified 
in a funding valuation. By regulation, 

only a funding valuation surplus 
can be used to reduce contribution 
rates or enhance benefits. For a 
comparison of financial statement 
and funding valuation methods, see 
pages 30-31.

Net assets available for 
benefits 
In 2012, the Plan’s net assets 
available for benefits increased 
by $1.0 billion, to $14.7 billion at 
December 31. This increase reflects 
the Plan’s net investment income 
of $1,237 million, less pension 
benefit payments that exceeded 
contributions by $215 million over 
the year and pension administrative 
expenses of $20 million.

Net assets include the Plan’s 
investments as well as contributions 
receivable, and are reduced by 
accounts payable and investment-
related liabilities.

Pension obligations
The Plan’s pension obligations 
represent the present value of 
members’ and pensioners’ earned 
benefits at year-end. This amount 
is determined by calculating future 
benefits payable for service before 
the valuation date. This cost is then 
discounted back to the valuation 
date using the financial statement 
rate of return assumption of 
6.50% as at December 31, 2012 
(December 31, 2011 – 6.75%). 

At year-end 2012, pension 
obligations were valued at  

$14.2 billion, up $690 million 
from 2011. This change reflects 
normal growth in members’ earned 
benefits over the year. The increase 
in pension obligations also includes 
the impact of assumption change 
losses of $20 million and experience 
losses of $121 million arising since 
the financial statement valuation 
was last completed as of  
December 31, 2011. 

Surplus / (deficit)
The Plan’s total financial statement 
surplus was $516 million at year-
end, compared with $204 million at 
the end of 2011. 

The total surplus/(deficit) includes 
both the Plan’s unallocated surplus/
(deficit) and the rate stabilization 
reserves established by each of the 
sponsors. At year-end 2012, the 
member rate stabilization reserve 
stood at $379 million, compared 
with $390 million at the end of 2011. 
The employer rate stabilization 
reserve was $473 million at the 
end of 2012, up from $440 million 
the previous year. The Plan’s 
unallocated deficit at December 31, 
2012, was $336 million, down from 
$626 million.

In 2012, as in the previous year,  
$33 million was used from each 
of the member and employer 
stabilization reserves to address 
the funding deficits identified in the 
actuarial funding valuations filed in 
2009 and 2011. Please see note 7  
to the financial statements on 

Pension Obligations
At December 31, 2012 ($ millions)

Active members
Current pensioners
Divested members and 
deferred pensioners
Provision for pension 
administrative expenses

5,986

7,107

848 248

Financial Statement 
Surplus/(Deficit)1

At December 31 ($ millions)
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The Plan’s total financial statement 

surplus increased to $516 million at the 

end of 2012, up $312 million from the 

previous year. Over the year, the Plan’s 

net assets increased by $1,002 million, 

while the Plan’s pension obligations 

rose by $690 million. 
1  Graph shows financial statement surplus/

(deficit) with no actuarial asset value 
adjustment.

At the end of 2012, active members and 

current pensioners accounted for 42% 

and 50%, respectively, of the Plan’s 

pension obligations. The remaining 

8% of the accrued liability represents 

the value of deferred pensions for 

terminated and divested members and 

a provision for pension administrative 

expenses. 
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page 59 for more information on the 
rate stabilization reserves. 

The rate stabilization reserves 
earned interest equal to the  
funding interest rate of 6.5% in 2012 
and 2011.

Changes in net assets 
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. 

Investment income 
The Plan’s net investment income 
was $1,237 million in 2012, 
compared with $578 million the 
previous year. OPTrust’s investment 
performance and returns for 2012 
are described on pages 8-17. 

Investment expenses amounted 
to $138 million in 2012, up from 
$132 million the previous year. The 
change is mainly due to an increase 
in the Plan’s assets during the year. 

Contributions 
Pension contributions from 
members and employers totalled 
$522 million in 2012, compared with 
$481 million in 2011. The change 
is a result of an increase in the 
contribution rates paid by active 
members and their employers. 

Transfers from other pension 
plans totalled $8 million in 2012, 
compared with $10 million in 2011. 

As a result, total contributions to 
the Plan were $530 million in 2012, 
compared with $491 million the 
previous year. 

Pension payments 
Pension payments increased by 
8.7% in 2012 to $565 million over the 
year, compared with $520 million 
in 2011. The increase reflects the 
growth in OPTrust’s pensioner 
population, which increased by 
1,608, reaching 28,916 at year-end. 

Payments to retirees also rise each 
year due to the annual inflation 
adjustment applied to all OPTrust 
pensions. In January 2012, this 
increase was 2.8% (compared to 
1.4% in 2011). The increase for 2013 
is 1.9%. 

Terminations and transfers to 
other plans 
Termination payments and transfers 
to other plans were $180 million in 
2012, compared with $144 million 
in 2011. The change is due to 
increases in refunds and commuted 
value transfers, transfers to other 
plans and the continued low interest 
rate environment in 2012.

Administrative expenses 
Administrative expenses were  
$20 million in 2012, compared with 
$19 million in both 2011 and 2010. 
OPTrust continues to improve 
its administrative processes to 
deliver a high level of service and 
communications to our members 
and pensioners while ensuring the 
cost-effectiveness of our operations. 

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. 
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2012 total: $1,237 million
2011 total: $578 million

OPTrust’s $1.2 billion investment 

income in 2012 reflected a strong 

rebound in the values of the Plan’s 

equity portfolios.

Regular contributions increased in 2012 

reflecting the increase in contribution 

rates equal to 1% of salary and the 

increase in members’ average salaries. 



Actuarial funding valuations 
An actuarial funding valuation 
presents the Plan’s financial 
information in a manner set out by 
OPTrust’s Board of Trustees and it 
is subject to regulatory constraints. 
It determines if the Plan’s assets, 
together with expected investment 
income and current members’ 
projected future contributions, are 

sufficient to fund the members’ 
promised benefits at retirement. 

This valuation approach is known as 
the modified aggregate method. It 
identifies any gains and losses that 
have occurred since the last funding 
valuation and establishes the overall 
contribution requirements until 
the next valuation. The funding 

valuation includes a margin of 
conservatism in the setting of 
economic assumptions, 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. The 
most recent filing was done in 2011, 
for the funding valuation prepared 
as of December 31, 2010. Please see 
note 7 to the financial statements on 
page 59 for further discussion.

Financial statement valuations 
The Plan’s financial statements  
rely on an actuarial valuation 
prepared in accordance with 
Canadian accounting standards 
for pension plans. The financial 
statement valuation is prepared 
using “best estimate” assumptions 
and does not incorporate margins  
of conservatism. 

A formal valuation is prepared 
based on membership data at 
year-end. The valuation recognizes 
the increase in value of future 
obligations over time, and pension-
related receipts 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 funding 
valuation. 

In a financial statement valuation, 
future benefits payable are 
determined solely by 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. 

Comparing valuations 
Differences between the two 
approaches are illustrated in the 
table on page 28, which compares 
the results of the 2012 financial 
statement valuation and the 2012 
funding valuation. 

The difference in the unallocated 
deficit reflects the differences in the 
methodologies described above. 
One notable difference is that the 
4.00% real rate of return assumption 
used for the funding valuation 
reflects a margin of conservatism, 
while the 4.25% used for financial 
statement purposes is a best 
estimate assumption. 

The actuarial funding valuation 
method uses an actuarial asset 
value adjustment. This adjustment 
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 for recognition over 
the following four years. 
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2012 Pension Administrative 
Expenses
 

Total administrative expenses, 2012: $20 million
Total administrative expenses, 2011: $19 million
Increase in administrative expenses from 2011: 5%

Salaries and benefits
Professional and administrative services 
Information technology
O�ce premises and operations
Communications

65%

15%

10%
5%

5%

09 10 11 12

Benefit Payments
($ millions)

4
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24
6

4
8

9

13
2

52
0

14
4

56
5

18
0

Pension Payments
Termination Payments and Transfers

Pension payments rose again in 2012, 

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 2012 

mainly due to an increase in refunds 

and commuted value transfers.

Administrative costs increased by 

5% in 2012. OPTrust continues to 

improve its administrative processes 

to deliver a high level of service and 

communications to our members and 

pensioners while ensuring the cost-

effectiveness of our operations. 
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> Appointed Bill 

Hatanaka as CEO to 

assume responsibility 

for all of OPTrust’s 

operations, reporting 

to the Board

> Defined a set 

of governance 

improvement 

initiatives to support 

the implementation 

of OPTrust’s strategic 

governance model

 > Approved the 
establishment of 
an independent 
internal audit process, 
reporting to the 
Board of Trustees, 
and began work on 
a comprehensive 
enterprise risk 
management program.

OPTrust was established in 1995 
to give members of the OPSEU 
Pension Plan a voice in key 
decisions affecting their pensions. 
OPTrust’s joint sponsorship 
model recognizes the Ontario 
Public Service Employees Union 
(OPSEU) and the Government of 
Ontario as equal sponsors of the 
Plan and has promoted a strong 
partnership between the sponsors 
that effectively represents all 
stakeholders.

As OPTrust has grown and 
evolved over the past 18 years, 
it has developed a set of robust 
governance practices that 
ensure its ability to meet its 
obligations to the Plan’s members, 
pensioners, sponsors and other 
key stakeholders. The result is a 

governance model that clearly sets 
out the roles and responsibilities 
of the Plan’s sponsors, its Board of 
Trustees, OPTrust’s Chief Executive 
Officer and its management and 
staff. This model also promotes 
prudent and effective decision-
making that supports the long-term 
interests of members and retirees.

OPTrust’s governance 
structure
In their role as the Plan’s sponsors, 
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 the Plan 
provides and the contribution rates 
paid by members and employers.

Joint sponsorship also means that 
OPTrust’s membership and the 
Province share equally 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 reserves 
to stabilize member and employer 
contribution rates in the event of 
future losses. 

Conversely, if the Plan experiences a 
funding deficit, the difference must 
normally be made up through an 

increase in member and employer 
contribution rates, a reduction 
in the benefits members earn on 
their future service, or the use of 
existing stabilization reserves, at the 
sponsors’ discretion.1 

P L A N  

G O V E R N A N C E

2 0 1 2  H I G H L I G H T S

1  In November 2012, OPTrust’s sponsors 
established a five-year funding 
framework agreement that caps 
member and employer contribution 
rates until December 30, 2017. Any 
shortfall identified in a funding valuation 
filed during the freeze period will be 
addressed by reducing the pension 
benefits members earn for future 
service, subject to certain limits. The 
agreement also establishes minimum 
funding levels that must be maintained 
as a condition of any Plan benefit 
improvements during the freeze period.
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Board of Trustees
Once they are appointed, the 
Trustees of the OPSEU Pension Plan 
assume collective responsibility 
for oversight of 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 Vice-Chair, 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 
strategic priorities, contributing 
to and approving its strategic and 
operating plans. The Trustees also 
provide oversight for all areas of 
OPTrust’s operations. The Board’s 
responsibilities include:

>  approving OPTrust’s investment 
policies, overseeing its investment 
activities 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

>  reviewing and approving OPTrust’s 
annual operating budget 

>  establishing effective policies for 
identifying and managing the full 
range of investment, funding and 
operational risks to which the Plan 
is exposed

>  approving OPTrust’s external 
communications strategy and 
any plans for advocacy on policy 
matters to be undertaken by 
OPTrust.

The Trustees monitor OPTrust’s 
performance in each of these areas 
and ensure compliance with Board 
policies and objectives through 
the Chief Executive Officer (CEO) 
to whom they have delegated 
responsibility for OPTrust’s day-to-
day operations. 

Standing committees of 
the Board
The Trustees have established five 
standing committees reporting to 
the Board: 

The Administration Committee 
oversees the Plan’s business 
operations. It monitors and makes 
recommendations on administrative 
policies, plan amendments and 

Clearly defined roles and responsibilities are the cornerstone of OPTrust’s joint 

sponsorship governance model. This model is the foundation of an effective 

pension partnership, in which members have a say in the Plan through OPSEU’s 

role as a sponsor, together with the Government of Ontario. The result has been a 

record of prudent and accountable decision-making in the long-term interests of 

OPTrust’s 84,000 members and retirees.

OPTrust’s Governance Model

Government of Ontario

OPTrust’s Board of Trustees

OPTrust’s Management and Sta�

OPSEU 
Pension Plan

Plan Members and Pensioners

OPSEU

Chief Executive Corporate Secretary
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legislative changes, and oversees 
the preparation of actuarial 
valuations. 

The Audit Committee ensures that 
OPTrust’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 
OPTrust’s operating and capital 
budgets, risk management program 
and the governance process for the 
Board’s advisors and agents. 

The Governance and Compensation 
Committee is responsible for 
reviewing OPTrust’s internal 
governance practices, establishing 
performance criteria and objectives 
for OPTrust’s President and CEO 
and Corporate Secretary, approving 
the design of the management 
compensation plan and incentives 
paid. 

The Investment Committee monitors 
the investment performance of the 
Plan and its investment managers, 
and reviews their compliance with 
OPTrust’s investment policies 
and related legal and regulatory 
requirements. It also researches and 
recommends changes to the Plan’s 
investment policies, asset mix and 
investment managers. 

The Adjudication Panel gives plan 
members and pensioners access 
to a review process in the event 
of disputes concerning OPTrust’s 

decisions on eligibility, benefit 
entitlements or other pension-
related rights under the OPSEU 
Pension Plan. 

Strategic governance
Central to the strategic governance 
model is the Trustees’ fiduciary 
responsibility to the Plan’s members 
and retirees for the prudent 
management of the Plan’s assets 
and administration of the benefits  
it provides.

As part of this ongoing evolution 
from an operational to a strategic 
board, the Trustees and Corporate 
Secretariat undertook a review of the 
Trustee orientation and education 
programs to identify gaps and areas 
where Trustee training could be 
strengthened. As a result, OPTrust 
began the expansion of its education 
program in 2012, with a full, formal 
training, education and development 
program to be rolled out in 2013.

In early 2012, OPTrust implemented 
a formal Trustee Code of Conduct 
Policy that outlines the fiduciary 
duties imposed on Trustees. This 
policy establishes clear guidelines 
regarding conflicts of interest, 
Trustee education, confidentiality 
and communication, and 
attendance and expected conduct 
at Board and Committee meetings. 
The policy also requires that 
Trustees sign an annual declaration 
that they have read the policy, and 
understand and have complied 

with their duties and responsibilities 
as Board members. 

Future work on the strategic 
governance model will include 
establishing regular reviews of the 
Board’s governance objectives 
and the governance structure, and 
developing a formal Board and 
Trustee evaluation process. 

In May 2012, as part of their 
duty to ensure the integrity of 
OPTrust’s operations, the Trustees 
approved the establishment of 
an independent internal audit 
function, to be performed by a 
third-party provider reporting 
directly to the Board. In December, 
the Board selected Ernst & Young 
as its internal auditor, under its 
professional advisors policy. The 
new internal audit program was 
launched in January 2013. 

Over the year, the Trustees 
also began work with OPTrust 
management to plan and develop 
a comprehensive enterprise risk 
management program. Once 
implemented, the program will 
provide a systematic framework  
for the identification, monitoring 
and management of the full range 
of investment, operational, strategic 
and governance risks faced by  
the organization.

Chief Executive Officer
As part of OPTrust’s strategic 
governance model, the Board 
established the position of President 
and Chief Executive Officer. The 
CEO is responsible for developing 
OPTrust’s strategic and operating 
plans for review and approval by the 
Trustees, and overseeing all of the 
organization’s operational activities 
under the policy direction and 
delegated authority of the Board. 

Delegating operational 
responsibilities to management 
allows the Trustees to focus on 
strategic and policy matters that are 
critical to the long-term functioning 
of the Plan. Trustee responsibilities 
include approval of the Plan’s 
actuarial methods and assumptions, 
its investment policies, management 
structure and compensation, plan 
structure and sponsor relations. 
The Board is also responsible for 
monitoring the performance of 
the CEO and the organization as 
a whole, to ensure that OPTrust is 
achieving its strategic, operational, 
investment, financial and risk-
management objectives.

In November 2012, the Trustees 
appointed Bill Hatanaka to the 
role of President and CEO after 
an extensive search process. 
Mr. Hatanaka brings a wealth 
of experience leading financial 
services organizations – including 
both investment and operational 
management – and a track record of 
building high quality, high integrity 
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When Wendy Bussell stepped into Toronto 
East Detention Centre 19 years ago, she 
felt right at home. As a chaplain, Wendy 
has worked in five correctional institutions 
across Ontario providing spiritual guidance 
and worship services to inmates. She helps 
to awaken their spirit through healing and 
to become active members of society when 
released. 

 “My role has a ripple effect at a family and 
community level. Having a defined benefit 
pension is wonderful – it means I can retire 
with a steady income. The Plan’s early 
retirement options give me the flexibility  
of when to retire.” 

W E N D Y  B U S S E L L     —  O P T R U S T  M E M B E R     —  M I N I S T R Y  O F  C O M M U N I T Y  S A F E T Y  A N D  C O R R E C T I O N A L  S E R V I C E S 

organizations. Mr. Hatanaka is 
well positioned to lead OPTrust’s 
continued development as a leading 
pension delivery organization. 

Corporate Secretariat
To help carry out its oversight of the 
Plan and OPTrust’s operations, the 
Board of Trustees is supported by 
a Corporate Secretariat, under the 
direction of its Corporate Secretary, 
Isla Carmichael.

The Corporate Secretary 
reports directly to the Board 
and is responsible for assisting 
the Trustees in all matters of 
governance, including:

>  the development and 
implementation of OPTrust’s 
strategic governance model 
and other board governance 
enhancements

>  Trustee orientation
>  developing a comprehensive 

continuing education program  
for Trustees

>  ensuring that matters put before 
the Board are dealt with effectively 
and efficiently

>  maintaining a complete record of 
all board and committee meetings 
and decisions.

The Corporate Secretary also 
works directly with the members 
of OPTrust’s executive committee 

to ensure effective communication 
with the Board, the Chair and Vice-
Chair, its committees and Trustees.

Compensation program
The Board of Trustees recognizes 
the importance of a balanced 
and competitive compensation 
program in supporting OPTrust’s 
operational effectiveness and long-
term performance. The Board is 
responsible for approving OPTrust’s 
management compensation 
policies and has oversight of the 
compensation program through 
the Governance and Compensation 
Committee. 

OPTrust’s management 
compensation program is based 
on a compensation philosophy 
and principles, which form the 
basis of a comprehensive set of 
pay parameters. These in turn 
provide a framework for designing 
a consistent and competitive 
compensation plan.

Philosophy and principles
OPTrust’s compensation philosophy 
has two major objectives. First, 
it seeks to motivate and incent 
employees to achieve the goals and 
objectives of OPTrust, including:



>  generating a risk-managed long-
term rate of return on investments 
that supports the pension promise

>  delivering the finest service and 
communications to members and 
pensioners at a reasonable cost.

It also supports organizational efforts 
to attract and retain employees of a 
calibre desired by OPTrust.

Our compensation principles guide 
the design and implementation of our 
management compensation program. 
Compensation for all OPTrust 
management personnel must:

>  align with members’ interests and 
the objectives established by the 
Board of Trustees

>  support OPTrust’s business 
strategies and priorities over 
various time horizons

>  support an appropriate balance 
between pay-for-performance and 
risk management

>  be fair, clear, understandable and 
transparent in terms of design and 
process

>  reflect a common, integrated 
design framework, while providing 
an appropriate degree of flexibility 
for business units, functions and 
work locations

>  be market competitive and 
affordable.

Board and management 
responsibilities 
The Board of Trustees has direct 
responsibility for key compensation 
decisions, including:

>  determining the annual and long-
term incentive plan (LTIP) awards 
for the CEO

>  approving the annual bonus for 
the Corporate Secretary 

>  approving the CEO’s 
recommendations on annual 
bonuses and LTIP awards for the 
CEO’s direct reports 

>  approving a total annual bonus 

pool and an LTIP pool for all other 
management personnel

>  reviewing and approving 
amendments to OPTrust’s 
compensation structure as required.

OPTrust’s CEO has overall 
responsibility for establishing the 
compensation of other management 
personnel, including annual and 
long-term incentive payments, in 

accordance with the compensation 
philosophy and principles approved 
by the Board. Participation in 
OPTrust’s annual (short-term) 
incentive program was extended to all 
management staff beginning in 2011. 

Compensation for non-management 
employees, who are members of the 
Ontario Public Service Employees 
Union, is administered according 

36 OPTRUST ANNUAL REPORT 2012 > PLAN GOVERNANCE

Executive Compensation

       Supplementary
    Base Annual Long-term pension  Other 
($ thousands) Year earnings incentive incentive benefit benefits Total
 
Bill Hatanaka1 2012 38 69 – 4 6 117

President and

 Chief Executive Officer 

Morgan Eastman 2012 379 249 525 31 29 1,213

Chief Investment Officer 2011 375 157 525 40 42 1,139

   2010 375 150 263 42 25 854

Bill Foster 2012 323 200 – 98 46 667

Chief Administrative Officer 2011 320 168 – 116 40 644

   2010 320 225 – 68 43 656

Damian McNamee2 2012 306 177 – 7 22 512

Senior Vice-President, Finance 2011 224 127 – 6 8 375

John Brennan3  2012 255 143 – 7 33 438

Senior Vice-President,  2011 250 135 – 9 34 428

 Shared Services 2010 28 – – – 3 31

1 Bill Hatanaka joined OPTrust as President and CEO in November 2012. Amounts shown 2012 reflect compensation from that date.
2 Damian McNamee joined OPTrust as Senior Vice-President, Finance in March, 2011. Amounts shown for 2011 reflect compensation from that date.
3  John Brennan joined OPTrust as Senior Vice-President, Shared Services in November, 2010. Amounts shown for 2010 reflect compensation from  

that date.



to the terms of the collective 
agreement between OPTrust and 
OPSEU, and does not include 
incentive payments.

Management compensation
OPTrust’s management 
compensation program was 
finalized for most areas of the 
organization in 2012. The program 
includes three main elements: base 
pay, a short-term incentive program 
(STIP) and a long-term incentive 
program (LTIP) for selected staff. 
The relative mix of each of these 
pay elements varies based on an 
employee’s role, level and relative 
ability to influence the overall results 
of the organization. 

Within the two variable 
compensation programs – STIP 
and LTIP – the weighting of the 
performance components varies 
depending on each individual’s 
role. The program uses a range 
of performance metrics, including 
total fund, asset class, corporate, 
divisional and individual measures. 
Increasing the weight of the total 
fund and corporate components 
has created a better alignment with 
plan members’ interests.

Compensation disclosure
The Trustees are committed to 
transparent disclosure regarding 
the compensation program and the 
compensation paid to members of 
OPTrust’s executive management 
team. 

The Board has therefore approved 
disclosure of the base salary 
and other compensation paid 
to members of the executive 
management team. The table on 
page 36 provides compensation 
disclosure for executive 
management positions that were 
filled for all or part of 2012. 

Incentive payments – Payments 
under OPTrust’s annual and long-
term incentive programs are 
reported for the year in which they 
are earned, but are paid in the 
subsequent calendar year. While 
participation in the LTIP program 
now extends to all listed executives, 
only Mr. Eastman received a vested 
payment for 2012.

Supplementary pension benefit –  
All OPTrust employees 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. Employees whose 
salary exceeds this maximum 
contributed to a supplementary 
pension plan established by the 
Province of Ontario, which provides 
pension benefits based on the same 
formula as the OPSEU Pension Plan. 
The supplementary pension benefit 
disclosed on page 36 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 – The amounts 
disclosed above include vacation 
payouts, other taxable benefits and 
the employer’s share of all employee 
benefit premiums and contributions 
(excluding the supplementary 
pension benefit) made on behalf  
of employees. 

Trustees’ expenses 
The Trustees of the Plan do not 
receive compensation from OPTrust. 

Reimbursement for Trustee-
related incidental expenses and 
education received by Trustees 
totalled $82,000 in 2012 (2011 – 
$57,000). Trustees appointed by the 
Province of Ontario receive $200 
per meeting that they attend and 
are paid directly by the Province. 
Trustees appointed by OPSEU are 
compensated by the union for any 
loss of regular income as a result of 
time spent fulfilling their duties as a 
member of OPTrust’s Board. 

Auditor independence
The Board of Trustees has 
established a policy for pre-
approval of services performed 
by the external auditor, 
PricewaterhouseCoopers.

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 consulting, 
risk management and other 
audit related services. Prohibited 
services include bookkeeping, 
systems implementation, services 
for actuarial valuation or internal 
audit purposes, and other services 
that could compromise the 
independence of the external 
auditor.
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External Auditors’ Fees, 2012 versus 2011 

($ thousands, including taxes)   2012  2011

External audit1  $ 281  $ 343

Tax services    8   18

Valuation review    35   49
 
Total   $ 324  $ 410

1 Includes external audit services for related legal entities 



Scott Campbell,  
Chair1

Corporate Chief Information  
Officer (retired) 
Government of Ontario 

Appointed in 2009, Chair since 
October 2012

Administration (Chair), Audit, 
Investment Committees;  
Adjudication Panel

Maurice Gabay,  
Vice-Chair2,3

Accountant  
Ontario Public Service 
Employees Union (OPSEU)

Appointed in 2008, Vice-Chair 
since October 2012

Administration, Investment 
(Chair), Governance &  
Compensation Committees

Tracie Crook1 

Chief Operating Officer 
McCarthy Tétrault

Appointed in 2010

Audit, Governance & 
Compensation Committees

Michael Grimaldi2 

Worker Advisor 
Ministry of Labour

Appointed in 2012

Administration Committee; 
Adjudication Panel

Tim Hannah2 

Senior Environmental Officer 
Ministry of the Environment

Appointed in 2012

Audit, Governance & 
Compensation (Chair) 
Committees; Adjudication 
Panel
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M E M B E R S  O F  T H E  

B O A R D  O F  T R U S T E E S
At December 31, 2012

1 Appointed by the Government of Ontario  2 Appointed by OPSEU  3 Left the Board in February 2013



Corporate  
Secretariat
Isla Carmichael
Corporate Secretary

Executive  
Committee
William Hatanaka
President and CEO

Bill Foster
Chief Administrative Officer

Morgan Eastman
Chief Investment Officer

John Brennan
Senior Vice-President,  
Shared Services 

Damian McNamee
Senior Vice-President, Finance

Kevin Whyte4

Senior Vice-President,  
Information Technology

Senior  
Management 
Enrique Cuyegkeng, CFA
Managing Director,  
Public Market Investments 

Robert Douglas, CFA
Managing Director,  
Real Estate Investments 
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i n d e P e n d e n T  A u d i T O r ’ s  r e P O r T

TO The TrusTees OF The OnTAriO Public service emPlOyees uniOn 

PensiOn PlAn TrusT Fund, AdminisTrATOr OF The OnTAriO Public 

service emPlOyees uniOn PensiOn PlAn

We have audited the accompanying financial statements of ontario  
public service employees union pension plan, which comprise the 
statements of financial position as at december 31, 2012 and 2011 and the 
statements of changes in net assets available for benefits and changes 
in pension obligations for the years then ended, and the related notes, 
which comprise a summary of significant accounting policies and other 
explanatory information. 

ManageMent’s responsibility for the financial stateMents 

Management is responsible for the preparation and fair presentation 
of these financial statements in accordance with canadian accounting 
standards for pension plans, and for such internal control as management 
determines is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error.

auditor’s responsibility

our responsibility is to express an opinion on these financial statements 
based on our audits. We conducted our audits in accordance with canadian 
generally accepted auditing standards. those standards require that we 
comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from 
material misstatement. 

An audit involves performing procedures to obtain audit evidence about 
the amounts and disclosures in the financial statements. the procedures 
selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due 
to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation 
of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity’s internal control. An audit also 
includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audits is 
sufficient and appropriate to provide a basis for our audit opinion.

opinion

In our opinion, the financial statements present fairly, in all material 
respects, the financial position of ontario public service employees union 
pension plan as at december 31, 2012 and 2011 and the changes in its net 
assets available for benefits and changes in its pension obligations for the 
years then ended in accordance with canadian accounting standards for 
pension plans.

chartered Accountants, licensed public Accountants 
May 27, 2013



42 OPTrusT AnnuAl rePOrT 2012 > financial statements

A c T u A r i e s ’  O P i n i O n

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 liabilities as of 
december 31, 2012 for inclusion in these financial statements.

the valuation of the plan’s liabilities is based on:

•  Membership data provided by opseu pension trust as of october 23,  
2012 with subsequent adjustments to december 31, 2012. the 
adjustments to this data included making assumptions for new 
entrants, credited service and member contributions for november and 
december 2012. Adjustments for known member payouts during this 
period were also made;

•  Methods prescribed by the canadian Institute of chartered 
Accountants’ (cIcA) handbook part IV section 4600 for pension plan 
financial statements; and

•  Management’s best estimate assumptions for financial statement 
purposes as set out in note 6, which we believe to be reasonable. 

the plan asset information, on a market value basis, as of december 31, 
2012 was provided by optrust.

this valuation was undertaken for the purposes of the plan’s 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 
4600 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 in canada.

h. clAre PiTcher  cynThiA l. rynne 
fellow, society of Actuaries  fellow, society of Actuaries 
fellow, canadian Institute of Actuaries fellow, canadian Institute of Actuaries

May 16, 2013
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Management of the opseu pension trust (“optrust”) is responsible for 
the integrity and fairness of the data presented in the financial statements 
and the financial information presented in the annual report. the financial 
statements have been prepared in accordance with canadian accounting 
standards for pension plans and comply with the financial reporting 
requirements of the Pension Benefits Act of ontario. the 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 the annual 
report is consistent with the 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 
position of the opseu pension plan (the “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 are maintained. the 
systems are 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 financial 
statements presented to plan members. the Audit committee, consisting  
of trustees appointed by each of the government and opseu, reviews  
the financial statements with management and the external auditors before 
such statements are recommended to the board of trustees for approval. 
the Audit committee meets on a regular basis with management and  
the external auditors to review the scope of the audit, discuss auditor 
findings, and satisfy themselves that their responsibilities have been 
adequately discharged.

pricewaterhousecoopers llp, the plan’s external auditors, have conducted 
an independent examination of the 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 internal 
control systems.

bill hATAnAkA   dAmiAn mcnAmee 
president and chief executive officer  senior Vice-president, finance 

May 27, 2013

m A n A g e m e n T ’ s  r e s P O n s i b i l i T y 
F O r  F i n A n c i A l  r e P O r T i n g
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s T A T e m e n T  O F  
F i n A n c i A l  P O s i T i O n

    december 31 december 31 

As at ($ millions)  2012 2011

AsseTs 
Investments (note 4)    14,862    13,788 

contributions receivable 

 employers    31    28 

 Members    25    22 

other assets    5    6 
 

      14,923    13,844 

liAbiliTies

Accounts payable and accrued charges    64   64

Investment-related liabilities (note 4)   154   77

      218  141

neT AsseTs AvAilAble FOr beneFiTs   14,705    13,703 

PensiOn ObligATiOns (note 6)

Active members    5,986    6,276 

pensioners    7,107    6,253 

deferred and divested members   848    783 

provision for administrative expenses   248    187 

      14,189    13,499 

    december 31 december 31 

As at ($ millions)  2012 2011

surPlus/(deFiciT)

Member rate stabilization reserves (note 7)    379    390 

employer rate stabilization reserves (note 7)    473    440 

unallocated deficit (note 8)     (336)  (626)

      516    204 

PensiOn ObligATiOns And surPlus   14,705    13,703 

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

the financial statements were authorized for issue by the board of trustees 
on May 27, 2013 and were signed on its behalf by:

scOTT cAmPbell michAel grimAldi 
chair  Vice-chair
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s T A T e m e n T  O F  c h A n g e s  n e T  
A s s e T s  A v A i l A b l e  F O r  b e n e F i T s

s T A T e m e n T  O F  c h A n g e s  
i n  P e n s i O n  O b l i g A T i O n s

for the years ended december 31 ($ millions) 2012 2011
 

neT AsseTs AvAilAble FOr beneFiTs,  
 beginning OF yeAr    13,703    13,317 

chAnges due TO invesTmenT AcTiviTies

Investment income (note 5)    480    502 

change in the fair value of investment  
 assets and liabilities (note 5)    895    208 

Investment management expenses (note 5)   (138)  (132)

      1,237    578 

chAnges due TO PensiOn AcTiviTies

contributions from members (note 10)   264    244 

contributions from employers (note 10)   258    237 

transfers from other plans (note 10)   8    10 

retirement pension payments (note 11)   (565)  (520)

refunds and transfers (note 11)    (180)  (144)

pension administrative expenses (note 12)   (20)   (19)

      (235)  (192)

neT increAse in AsseTs AvAilAble FOr beneFiTs   1,002    386 

neT AsseTs AvAilAble FOr beneFiTs, end OF yeAr   14,705    13,703 

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

for the years ended december 31 ($ millions) 2012 2011
 

PensiOn ObligATiOns, beginning OF yeAr   13,499    12,923 

increAse in PensiOn ObligATiOns

Interest accrued on benefits    916    873 

benefits accrued    426    423 

Assumption change losses (note 6)   20    99 

     1,362   1,395

decreAse in PensiOn ObligATiOns

benefit payments (note 11)    745    664 

experience (losses)/gains (note 6)   (121)   122 

refund of collectively bargained temporary benefits  38    23 

Administrative expenses recognized    10    10 

      672    819 

neT increAse in PensiOn ObligATiOns   690    576 

PensiOn ObligATiOns, end OF yeAr   14,189    13,499 

the accompanying notes to the financial statements are an integral part of this statement.
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n O T e s  T O  T h e  

F i n A n c i A l 

s T A T e m e n T s

1.  description of the OPseu Pension Plan
the opseu pension plan (the plan) is a contributory defined benefit pension  
plan that 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 (the sponsors), 
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. 

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, optrust or trust) 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 and the trust. the board 
of trustees comprises five persons appointed by each of the province and opseu. 

the 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 
plan as defined in the Income Tax Act and is not subject to income taxes in 
canada. however, the plan and its subsidiaries are subject to other federal, 
provincial and municipal taxes in canada, and may be subject to taxes in  
other countries.

these financial statements reflect the aggregate financial position of the plan, 
including the net assets available for benefits, pension obligations, and  
surplus/(deficit) of the plan.

a. MeMbership
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
•  niagara parks commission
•  north bay regional health centre (northeast 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 care group – lakehead psychiatric hospital
•  Waypoint centre for Mental health care
•  Workplace safety and Insurance Appeals tribunal
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b. 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.

c. contributions
the opseu pension plan’s contributions and benefits are integrated with  
the canada pension plan (cpp). 

the contribution rate for both employers and employees was 9.4% (2011 – 
8.4%) of salary up to the year’s maximum pensionable earnings (yMpe) under 
the canada pension plan and 11.0% (2011 – 10.0%) of other eligible earnings. 
sponsors have agreed that the contribution rate, except in extenuating 
circumstances, will not exceed this level until at least 2018.

d.  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, employers make a 
matching payment.

e. pension benefits
beginning in July 2012, member’s benefits become immediately vested upon 
plan enrollment. 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 is payable at age 65 (the plan’s normal 
retirement age), or before age 65 if the member’s age and years of 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 roughly estimates the amount of cpp benefits earned during membership 
as reflected by the lower contributions made for cpp pensionable earnings. 
the reduction at age 65 equals 0.655% multiplied by the lesser of best 5-year 
average annual salary or final 5-year average of yMpe, multiplied by the 
member’s years of credit after 1965 (maximum of 35 years). 

reduced pensions are available to members who retire at or 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. 

f. 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 1.9% at January 1, 2013 (January 1, 2012 – 2.8%).

g. death benefits
upon the death of a member or pensioner, death benefits are available to a 
surviving eligible spouse, eligible children, designated beneficiary, 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.

h. 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. the amount of 
the disability pension depends on the years of credit and the average salary  
of the disabled member.

i. deferred pensions
Members who terminate membership in the plan, have the option of leaving 
their money in the plan and receiving a pension at retirement. In addition, 
members who are moved to other employers in a divestment situation and are 
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. changes to the Pension Benefits Act of ontario will allow divested 
persons to transfer their deferred pensions to another pension plan once the 
regulations are released. 

J. terMination payMents
subject to certain restrictions, a member who terminates plan membership may 
be entitled to transfer the commuted value of his or her pension to a registered 
retirement savings plan (rrsp), or use these funds to purchase a life annuity. 
some excess contributions may also be transferred to an rrsp or paid directly 
to the former member, subject to withholding of income taxes.

k. transfers
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 that plan. In addition, 
members who do not terminate employment but must move to the public 
service pension plan (administered by the ontario pension board) due 
to a change in bargaining unit status are subject to mandatory transfer 
arrangements. 
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2. significant Accounting Policies
a. basis of presentation
these financial statements are prepared in accordance with canadian Institute 
of chartered Accountants (cIcA) handbook section 4600 – pension plans 
(s4600). this standard is the basis for canadian accounting standards for 
pension plans. the recognition and measurement of optrust assets and 
liabilities are consistent with the requirements of s4600. 

In the selection or change of accounting policies that do not relate to its 
investment portfolio or pension obligations, optrust has chosen to comply on  
a consistent basis with International financial reporting standards (Ifrs) to the 
extent that those standards do not conflict with the requirements of s4600. 

the financial statements present the aggregate financial position of the plan, 
including the opseu plan trust fund, 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.  use of estiMates
In preparing these 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. significant estimates included in the financial 
statements relate to the valuation of real estate investments, private market 
investments and the determination of the pension obligations.

c.  investMents
Investments, investment receivables, investment payables and investment 
related obligations are designated as financial instruments and are recognized 
on a trade date basis and stated at fair value. optrust elected to early adopt 
Ifrs 13 Fair Value Measurement in determining fair value whereby fair value 
is the most representative price within the bid-ask spread. this guidance is 
consistent with optrust’s existing policies in determining fair value. As per 
s4600, optrust is not required to provide all of the disclosures required  
in Ifrs 13. 

I)  ValuatIon of InVestments
the fair value of investments is the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date. 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 such cases, 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 reinvested cash collateral that is comprised of 
fixed rate instruments.

Bonds, Debentures 
and Real Return Bonds

Average of market quotes of closing bid and ask prices. Where quoted prices are 
not available, estimated values are calculated using discounted cash flows based on 
current market yields for comparable securities or market information. For pooled 
funds, fair value is determined through reference to fair value as reported by the 
external fund manager. 

Public Equity Closing quoted market price is the most representative of fair value. Where a market 
price is not available, fair value is determined using comparable market information. 

Real Estate Based on estimated fair values using appropriate valuation techniques and 
management’s and/or third party 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. 

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 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. 

Derivatives Derivatives contracts are financial contracts, the value of which is derived from 
changes in underlying assets, interest rates, foreign exchange rates, commodities 
or indices. 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 are transacted by OPTrust either 
directly with counterparties in the over-the-counter (OTC) market or on regulated 
exchanges, and 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 and extend duration. 



 nOtes tO tHe financial statements < OPTrusT AnnuAl rePOrT 2012 49

category basis of valuation

Derivatives 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.

Commodity Futures 
Commodity futures are standardized contracts to either buy or sell a commodity 
index at a specific price and date in the future. Futures are transacted between 
counterparties on regulated future exchanges and are subject to daily cash 
settlement of changes in fair value. OPTrust utilizes commodity futures to obtain 
commodities exposure.

Equity and Bond Futures 
Equity and bond futures are standardized contracts to either buy or sell specified 
equity/bond indices at a specific price and date in the future. Futures are transacted 
between counterparties on regulated futures exchanges and are subject to daily cash 
settlement of changes in fair value. OPTrust utilizes equity and bond index futures 
contracts to gain exposure to public equity and bond markets.

Options 
Options are contractual agreements under which the seller (writer) grants the 
purchaser the right, but not the obligation, either to buy (call option) or sell (put 
option) a security, exchange rate, interest rate or other financial instrument at a 
predetermined price at or by the specified future date. They may be acquired in 
standardized amounts on regulated exchanges or may be customized and acquired 
in the OTC market. 

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. Investment income is recognized when earned. 

realized gains and losses arise from the sale of the investment and represent 
the difference between proceeds on disposal and the average cost. 

unrealized gains and losses represent the change in the difference between  
the estimated fair value and cost of the investment held. 

III)  tRansactIon costs
transaction costs include incremental costs attributable to the acquisition,  
issue or disposal of investment assets or liabilities, and are expensed as  
incurred (note 5). 

IV)  exteRnal manageR fees
external manager fees for portfolio management are expensed and disclosed  
in Investment management expenses (note 5).

d. pension obligations
the value of pension obligations 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 cIcA requires that pension plans report 
the actuarial value of pension obligations 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 
modified aggregate method used for funding purposes, which includes current 
members’ expected future contributions and margins of conservatism in the 
setting of economic assumptions.

e. contributions receivable
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. 

f.  benefit payMents
payments of pensions, refunds and transfers are recorded in the period in which 
they are incurred.

g.  surplus/(deficit)
surplus or deficit results from the excess or shortfall of the value of net assets 
available for benefits over the actuarial value of pension obligations. plan 
sponsors have established rate stabilization reserves against future contribution 
increases. the rate stabilization reserves form part of surplus/(deficit) and earn 
income at the funding valuation interest rate. unallocated surplus/(deficit) is the 
remainder of surplus/(deficit) after considering the rate stabilization reserves.

h.  property and equipMent
property and equipment included in other assets are carried at cost less 
accumulated amortization. Amortization is provided on a straight-line basis  
over the estimated useful lives of the capital assets.
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i. 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.

J.  fair value disclosures
All financial instruments measured at fair value are 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 4(a) for details  
of how fair value is determined for each class of investment.

k.  accounting standards issued but not applied 
Ifrs 9 Financial Instruments, was first issued in november 2009. It reflected the 
first step of the International Accounting standards board‘s (IAsb) project to 
replace the current Ifrs financial instruments standard (IAs 39) and introduced 
new requirements for classifying and measuring financial assets and liabilities. 

In 2011, the IAsb decided to delay the mandatory effective date of Ifrs 9 
until annual periods beginning on or after January 1, 2015. optrust is currently 
assessing the impact of adopting Ifrs 9 on future financial results.

3.  risk management
a. investMent risk
the plan is subject to certain investment risks and engages in risk management 
practices to help ensure that sufficient assets will be available to fund pension 
benefits. Investment risks include market risk (interest rate risk, foreign currency 
risk, equity price risk, commodity risk and inflation risk), credit and counterparty 
risk, as well as liquidity risk. 

the management of these investment risks is addressed in a number of policies, 
including the statement of Investment policies and procedures, the Investment 
risk policy and the Asset Mix policy. 

the Investment planning and risk committee (Iprc), chaired by the chief 
Investment officer, monitors market, credit, and liquidity risks of the fund. from 
time to time, optrust may implement strategies to mitigate investment risks of 
the fund. 

Investment risk includes the following types of risk:

(I) maRket RIsk
Market risk is the risk that the fair value of the investment will be adversely 
affected by changes in interest rates, foreign exchange rates, equity prices and/
or commodity prices. since optrust manages market risk through investment 
management practices designed to optimize the relationship between risk and 
return and the diversification of investments across a variety of asset classes, 
the plan mitigates some of the negative impact of market risk. In addition, risk 
mitigation strategies aimed at lowering the total fund’s risk level will be actively 
employed to manage market risk.

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.

the plan manages interest rate risk for investments by establishing a target 
asset mix that provides an appropriate mix between interest-sensitive 
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 private markets and real estate investments which may have interest 
rate components making them subject to interest rate exposure. 

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. 
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       impact of 0.25%
      % of   increase in  
Portfolio group  exposure portfolio duration interest rates
As at december 31  ($ millions)  (years) ($ millions) (%)

2012
 swapsa   900  22%  6.9   (15) -1.7%
  fixed incomea   1,784  43%  5.6   (26) -1.5%
  real returna   1,162  28%  16.7   (48) -4.2%
 pooled funds   125  3%  3.5   (1) -0.9%
  canadian cMbsb   89  2%  3.2   (1) -1.1%
  us cMbsb   75  2%  7.0  (1) -1.3%

TOTAl  4,135   100%   8.8  (92) -2.2%

2011
 swapsa   1,142  23%  14.9   (43) -3.7%
  fixed incomea   1,680  33%  11.9   (50) -3.0%
  real returna   1,495  30%  16.5   (62) -4.1%
  long bond futures  560  11%  10.4   (14) -2.5%
  canadian cMbsb   94  2%  3.9   (1) -1.0%
  us cMbsb   33  1%  9.1   (1) -3.0%

TOTAl   5,004  100%  13.6   (171) -3.4%
a  portfolio group includes fixed income investments held by the investment managers based on 

their mandates.
b  cMbs – commercial mortgage-backed securities

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 50% 
of its currency exposure to investments in developed markets. In addition to the 
plan’s passive policy hedging program, the active currency managers may take 
positions that deviate above or below the 50% target. 

the plan’s market value exposure to foreign exchange risk is as follows:

      2012  2011

     gross impact of net net
As at december 31 ($ millions)  exposure derivativesa exposure exposure

canadian    8,182   2,628   10,810   10,753 
investments subject to currency risk
developed markets
 united states    3,184   (1,408)  1,776   1,605 
 united Kingdom    877   (396)  481   458 
  eurozone    910   (433)  477   110 
  Asia pacific    674   (310)  364   257 
  europe – other    167   (83)  84   (8)
emerging markets    714   2   716   536 

      6,526   (2,628)  3,898   2,958 
 

neT invesTmenTs    14,708  –   14,708   13,711 
a   the impact of derivatives represents the foreign currency exposure hedged using forward 

currency contracts.

the impact of a 1% absolute change in the canadian dollar against our top 
5 foreign exchange currency exposures, holding all other variables constant 
would have resulted in a $30 million change in the plan’s net assets available for 
benefits as at december 31, 2012 (2011 – $25 million).

Equity Price Risk
equity price risk is the risk that the fair value of a financial instrument will 
fluctuate because of changes in equity market prices 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. optrust 
is exposed to equity price risk through its investment in public and private 
equities. optrust manages equity price risk through the use of an asset mix and 
diversification policy as well as adherence to guidelines for the management  
of investments. 

Commodity Price Risk
commodity price risk is the risk that the fair value of investments will fluctuate 
due to changes in market prices of commodities. optrust has energy 
commodity price risk through futures contracts. futures contracts are exchange 
traded, and the prices are published daily. optrust manages commodity  
price risk through the use of an asset mix and diversification policy, as well  
as adherence to guidelines for the management of investments.

Inflation Risk
Inflation risk is the risk that the fair value or future cash flows of an instrument 
will fluctuate because of a change in current inflation or expected future 
inflation. optrust has direct inflation risk through investments in canadian  
real return bonds and indirect inflation risk through infrastructure and real 
estate investments where inflation inputs are used to determine the fair value  
of investments.
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the fair value of the investments exposed to credit risk, by credit rating, is as follows:

    government  real 
   short-term & corporate return    real
As at december 31 ($ millions) investments bonds bonds swaps Forwards Options estate Total %

2012
AAA/r-1 high 1,384   248   1,177   –   –   –   –   2,809  55%
AA/r-1 Mid  343   1,211  –   50   1   –   –   1,605  31%
A/r-1 low  109   321   –   1   9   1   9   450  9%
bbb/r-2 low  –   107   –   –   –   –   155   262  5%

TOTAl  1,836   1,887   1,177   51   10   1   164   5,126  100%

2011        
AAA/r-1 high  649   354   1,495   –   –   –   –   2,498  45%
AA/r-1 Mid  776   1,178   –   148   1   –   –   2,103  38%
A/r-1 low  82   668   –   28   59   –   9   846  15%
bbb/r-2 low  –   1   –   –   –   –   118   119  2% 

TOTAl  1,507   2,201   1,495   176   60   –   127   5,566  100% 

Value at Risk
optrust uses Value at risk (Var) methodology to monitor market risk in the 
overall fund. Var is a statistical technique that is used to estimate the potential 
loss in a portfolio as a result of movements in market risk factors over a 
specified time period and for a specified confidence level. the Var methodology 
uses 4 years of monthly returns to estimate Var at the given confidence level 
scaled to a one-year holding period.

Var is a valid measure under normal market conditions, and assumes that 
historic market data can be used to estimate future risk. If future market 
behaviour is significantly different from the past, or if severe market events 
occur, the actual losses could be materially different from the Var estimates. 

the table below highlights loss, in normal markets, which could be expected  
in a year, based on the Var methodology at the 95% confidence level.  

var at 95% confidence level   2012  2011

     Potential % Potential potential % potential 
As at december 31 ($ millions)  loss loss loss loss

net investments    (1,412) -9.6%  (1,865) -13.6%

the decrease in Var in 2012 relative to 2011 is due to the volatile 2008 period dropping out of the 
4 year history used to calculate Var rather than a material change in the portfolio. 

In addition to the management of absolute risk, the Investment risk policy 
sets guidelines of the management of active risk by imposing a limit on the 
amount of active risk that the overall total fund portfolio can deviate versus 
its benchmark. the limit is designed to permit flexibility in achieving value 
added targets and also limits underperformance versus the benchmark. It is 
measured using a Value-at-risk methodology and calculated at the 95th percent 
confidence level.

(II)  cRedIt RIsk
credit risk is the risk of financial loss due to a counterparty, borrower, an 
endorser, or a guarantor failing to make payments under its contractual 
obligations. optrust has exposure to credit risk through debt securities and 
over-the-counter derivatives.

optrust mitigates credit risk on debt securities through the use of an asset mix 
and diversification policy. In addition, the Investment risk policy defines limits 
on the fund’s exposure to single issuers, and limits on exposures by credit rating 
and issuer type credit risk from over-the-counter derivatives is managed by only 
dealing with highly rated counterparties and may require counterparties to post 
collateral in order to back the fair value of these derivative contracts.
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credit risk from over-the-counter derivatives is managed by only dealing with 
highly rated counterparties and may require counterparties to post collateral in 
order to back the fair value of these derivatives instruments. As at december 31, 
2012, collateral of $51 million was held (2011 – $55 million).

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: 

     2012   2011
 

     notional   Fair value    notional   fair value 
As at december 31 ($ millions)  amount Assets liabilities amount Assets liabilities

Interest rate swaps   804   51   –   850   176   – 
foreign exchange forwards   5,136   10   (18)  4,998   60   (2)
futures   –   –   –    –   – 
 commodity futures   734   –   –   714   –   – 
  equity futures – short   –   –   –   (530)  –   – 
 fixed income futures   –   –   –   556   –   – 
options   –      
 currency options – put   86   1   –   33   –   – 
 currency options – call   37   –   –   34   –   – 
 equity index options   –   –   –   –   –   – 

TOTAl derivATives   6,797   62   (18)  6,655   236   (2)

(III) 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 has exposure to liquidity risk through its investment commitments 
which are required to be funded in future periods, as well as through holding 
certain investments including private market and real estate investments, which 
by nature are more illiquid than public market assets (see note 13). 

cash inflows are derived from member and employer contributions, earned 
income, principal repayments on fixed income investments and the proceeds 
from sales of other investments. excess cash flows, after meeting pension 
obligations and operating expenses, are re-invested. the plan forecasts and 
manages cash flows to ensure it meets its obligations when due, without 
unintended early liquidation of assets. 

In addition, 96% (2011 – 94%) of the plan’s public market investments are 
marketable and can be liquidated relatively quickly, while investments in real 
estate, private equity, infrastructure, and certain non-marketable province of 
ontario debentures are typically more illiquid. 

the remaining terms to contractual maturity or repricing dates, whichever dates 
are earlier, of interest bearing investments, including derivatives and mortgages, 
are as follows:
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       Term of maturity   
As at december 31 ($ millions)  Within 1 year 1 to 5 years 5 to 10 years Over 10 years Total  yield to maturity

2012
short-term investments   1,818   18   –   –   1,836  0.7%
government of ontario debentures   160   251   –   –   411  1.3%
bonds   
 canadian government   –   160   26   9   195  1.6%
  provincial government   –   127   185   327   639  2.9%
  corporate   –   300   135   207   642  3.0%
  real return   –   –   –   1,177   1,177  1.2%

     1,978   856   346   1,720   4,900  

Interest rate swaps   (788)  264   275   300   51   – 
real estate   –   –   30   134   164  7.0%
Mortgages related to real estate   (44)  (283)  (169)  (23)  (519) 3.5%

     (832)  (19)  136   411   (304) 

TOTAl   1,146   837   482   2,131   4,596  

     
2011       

short-term investments   1,465   42   –   –   1,507  0.5%
government of ontario debentures   146   499   –   –   645  1.3%
bonds     
  canadian government   –   38   47   249   334  2.6%
  provincial government   –   1   96   689   786  3.4%
  corporate   –   1   44   391   436  4.2%
  real return   –   –   –   1,495   1,495  0.3%

     1,611   581   187   2,824   5,203  

Interest rate swaps   (836)  (76)  119   969   176  – 
real estate   –   –   27   100   127  5.3%
Mortgages related to real estate   (31)  (230)  (197) –   (458) 3.5%

    (867) (306) (51) 1,069 (155)

TOTAl   744   275   136   3,893   5,048  

optrust maintains $133 million (2011 – $133 million) of unsecured credit facilities 
to meet potential liquidity requirements primarily for investment purposes. 
the interest charged on the drawn portion of the credit facility is 0.75% (2011 – 
0.75%). As at december 31, 2012, the total amount drawn on the credit facilities 
in the form of letters of credit was $14 million (2011 – $10 million). 

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. 

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. credit risk associated with the reinvestment of cash collateral 
is mitigated by the investment policies and practices agreed to with the lending 
agent, which emphasize preservation of capital. 

As at december 31, 2012, the plan’s investments included loaned securities with 
a fair value of $1,430 million (2011 – $1,329 million). the fair value of collateral 
received in respect of these securities on loan was $1,496 million (2011 – $1,391 
million) which includes cash collateral of $72 million (2011 – $74 million) and 
other securities of $1,424 million (2011 – $1,317 million). 



 nOtes tO tHe financial statements < OPTrusT AnnuAl rePOrT 2012 55

4. 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.

     2012   2011
 

      % of net   % of net
As at december 31 ($ millions)  Fair value cost  investments fair value cost  investments

Fixed income
 cash   415   415  3%  789   789  6%
 short-term investments   1,836   1,834  12%  1,507   1,500  11%
  government and corporate bonds
   canadian   1,476   1,443  10%  1,555   1,327  11%
   foreign   –  –  0%  1   1  0%
  real return bondsa   1,177   772  8%  1,495   990  11%
  pooled funds   126   126  1% –  – 0%
  government of ontario debentures   411   364  3%  645   550  5%

     5,441   4,954  37%  5,992   5,157  44%

Public equity
 canadian   1,815   1,622  12%  1,786   1,655  13%
 foreign   2,849   2,374  20%  2,427   2,293  18%

     4,664   3,996  32%  4,213   3,948  31%

real estate   2,148   1,935  15%  1,802   1,766  13%
Private markets
 private equity   608   590  4%  547   537  4%
 Infrastructure   1,852   1,575  13%  969   867  7%

     2,460   2,165  17%  1,516   1,404  11%

investment related assets
 Accrued income   25   25  0%  28   27  0%
 due from brokers   62   62  0%  1   1  0%
 unrealized gains and amounts receivable  
  on derivative contracts   62   –  0%  236  – 2%

     149   87  0%  265   28  2%

invesTmenT AsseTs   14,862   13,137  101%  13,788   12,303  101%

investment related liabilities
 due to brokers   (62)  (62) 0%  (1)  (1) 0%
 unrealized losses and amounts payable  
  on derivative contracts   (18)  – 0%  (2) – 0%
 obligation under securities lending  agreements  (74)  (74) -1%  (74)  (74) -1%

     (154)  (136) -1%  (77)  (75) -1%

neT invesTmenTs   14,708   13,001  100%  13,711   12,228  100%
a  there were no foreign real return bonds. 
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net assets by portfolio are: securities Fixed Public real Private
As at december 31 ($ millions) lending  income  equity estate  markets  commodities Total

2012
cash and short-term investments  72   1,115   315   14   –   749   2,265 
other investment assets  –   3,190   4,665   2,655   2,470  –   12,980 
Investment related assets  –   118   32   23   27   –   200 
Investment related liabilities  (74)  (54)  (28)  (544)  (37)  –   (737)

neT invesTmenTs  (2)  4,369   4,984   2,148   2,460   749   14,708 

2011
cash and short-term investments  71   1,461   67   15   –   697   2,311 
other investment assets  –   3,694   4,215   2,257   1,715   –   11,881 
Investment related assets  –   195   71   12   11   –   289 
Investment related liabilities  (74)  –   (4)  (482)  (210)  –   (770)

neT invesTmenTs  (3)  5,350   4,349   1,802   1,516   697   13,711 

the above table is disclosed on a consolidated basis whereby investment assets and investment liabilities are separately disclosed.

a.  fair value hierarchy
optrust’s financial instruments are categorized within the fair value hierarchy  
as described in note 2 as follows:

2012
As at december 31 ($ millions)  level 1 level 2  level 3 Total

Fixed income
 cash    415   –   –   415 
 short-term investments   38   1,798   –   1,836 
 government and corporate bonds  –   1,476   –   1,476 
 real return bonds    –   1,177   –   1,177 
 pooled funds    –   126   –   126 
 government of ontario debentures  –   411   –   411 
public equity     4,663   1   –   4,664 
real estate    12   (519)  2,655   2,148 
private markets    7  –  2,453  2,460 
Investment related assets   87   62   –   149 
Investment related liabilities   (101)  (53)  –   (154)

neT invesTmenTs   5,121   4,479  5,108   14,708

there were no significant transfers between level 1 and level 2 during the year ended  
december 31, 2012.

 

2011
As at december 31 ($ millions)  level 1 level 2  level 3 total

Fixed income
 cash    789   –   –   789 
  short-term investments   29   1,478   –   1,507 
  government and corporate bonds  –   1,556   –   1,556 
  real return bonds    –   1,495   –   1,495 
  government of ontario debentures  –   645   –   645 
public equity     4,213   –   –   4,213 
real estate    4   (459)  2,257   1,802 
private markets   (1)  –  1,517   1,516 
Investment related assets   29   236   –   265 
Investment related liabilities   (33)  (44)  –   (77)

neT invesTmenTs   5,030   4,907   3,774  13,711
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the following table presents a reconciliation of financial instruments included  
in level 3 of the fair value hierarchy:

2012    real Private
for the year ended december 31 ($ millions)  estate markets Total

balance, beginning of year    2,257  1,517  3,774 
 Investment income    82  115  197 
 realized gains     27   67   94 
 unrealized gainsa     183   183   366 
 purchases     402   659   1,061 
 sales      (296)  (88)  (384)
 transfers into or (out of) level 3   –   –   –

bAlAnce, end OF yeAr    2,655   2,453  5,108 

2011    real private
for the year ended december 31 ($ millions)  estate markets total

balance, beginning of year    1,692   1,079   2,771 
 Investment income    52  141  193 
  realized gains     39   34   73 
  unrealized gainsa     112   105   217 
  purchases     432   311   743 
  sales      (157)  (153)  (310)
  transfers into level 3    87   –   87 

bAlAnce, end OF yeAr    2,257  1,517 3,774 
a  unrealized gains are attributable to investments held at december 31, 2012 and  

december 31, 2011.    

there were no settlements of level 3 financial instruments for the years ended 
december 31, 2012 and 2011.

for the year ended december 31, 2011, canadian commercial mortgage-backed 
securities of $87 million were transferred from level 2 to level 3 from January 1, 
2011 due to the refinement of the inputs used in the determination of fair value. 

Sensitivity to changes in assumptions
sensitivity information is not available for co-investments or fund investments 
in our private markets portfolio as optrust does not have the ability to look 
through to the underlying investments. for direct investments in real estate  
and most infrastructure, the sensitivity of assumptions impacting fair value is  
as follows:

As at december 31, 2012 ($ millions)  key factor Fair value +0.25% -0.25%

real estate  capitalization rate   1,521   (56)  61 
Mortgages related  
 to real estate   Interest rate   519   (4)  4 
Infrastructure   discount rate   1,348   (20)  21 

b.  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.

2012    number of Fair
As at december 31 ($ millions)   investments value cost

fixed income    6  1,941   1,486 
private markets    8  1,584   1,335 

2011    number of fair
As at december 31 ($ millions)   investments value cost

fixed income      7   2,459   1,857 
private markets     3   493   469 

the investments where the individual issue has a cost or fair value exceeding  
1% of the cost or fair value of net investment assets were comprised of one or 
more holdings of the following:

fixed Income:  province of ontario, government of canada and  
government of the united states.

private markets:  icon Infrastructure partners, l.p., Kemble Water 
holdings limited, harvest pipeline company, porterbrook 
leasing company, star Atlantic Waste holdings, firelight 
Infrastructure partners l.p., oceanex Inc. and globalvia 
Infraestructuras, s.A.
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5.  net investment income
2012      Total 
      realized  unrealized  investment  
for the years ended december 31  investment gains/ gains/ income/ 
($ millions)   income (losses)a (losses)a (losses)

Fixed income
 cash and short-term investments  18   (2)  (6)  10 
 government and corporate bonds    
  canadian    57   229   (195)  91 
  foreign    –   1   –   1 
 pooled funds    1   –   –   1 
 real return bondsb      
  canadian    26   107   (100)  33 
 government of ontario debentures  59   (3)  (48)  8 

       161   332   (349)  144 

Public equity
 canadian    46   34   63   143 
 foreign    64   30   341   435 

      110   64   404   578 

real estate    102   27   183   312 
Private markets
 private equity    20   67   7   94 
 Infrastructure    87   –   176   263 

      107   67   183   357 

gains/(losses) from derivative  
 instruments    –   174   (190)  (16)

      480   664   231   1,375 

investment management expenses
 external manager fees      (60)
 custodial fees       (1)
 transaction fees       (10)
 other investment expenses      (67)

          (138)

neT invesTmenT incOme      1,237 
a  the change in the fair value of investment assets and liabilities of $895 million as disclosed  

in the statement of changes in net Assets Available for benefits reflects the total realized 
gains/(losses) and unrealized gains/(losses).

b there was no income related to foreign real return bonds.

2011      total 
      realized  unrealized  investment  
for the years ended december 31  Investment gains/ gains/ income/ 
($ millions)   income (losses)a (losses)a (losses)

Fixed income
 cash and short-term investments  12   1   16   29 
 government and corporate bonds 
  canadian    62   46   133   241 
  foreign    –   1   –   1 
 real return bondsb      
  canadian    32   –   214   246 
 government of ontario debentures  77   (4)  (47)  26 

       183   44   316   543 

Public equity
 canadian    49   212   (426)  (165)
 foreign    66   (35)  (286)  (255)
 foreign pooled equity  
  linked investments   3   3   (13)  (7)

      118   180   (725)  (427) 

real estate    76   39   112   227 
Private markets
 private equity    9   27   13   49 
 Infrastructure    116   7   92   215 

      125   34   105   264 

gains/(losses) from derivative  
 instruments    –   (31)  134   103 

      502   266   (58)  710 

investment management expenses
 external manager fees      (57)
  custodial fees       (1)
  transaction fees       (19)
  other investment expenses      (55)

          (132)

neT invesTmenT incOme      578 
a  the change in the fair value of investment assets and liabilities of $208 million as disclosed  

in the statement of changes in net Assets Available for benefits reflects the total realized 
gains/(losses) and unrealized gains/(losses).

b there was no income related to foreign real return bonds.
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6.  Pension Obligations
a.  financial stateMent valuation
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 are as follows:

       2012 2011

rate of return on plan assets    6.50% 6.75%
Inflation rate     2.25% 2.50%
salary increases  1% for 2013 and 2014 and 3% thereafter 3.25%

experience losses of $121 million (2011 – experience gains $122 million) on  
the plan’s pension obligations are due to differences between actuarial 
experience and assumptions. the assumption change losses of $20 million 
(2011 – $99 million) on the plan’s pension obligation is due to the actuary’s 
recommended revision of assumptions used with respect to inflation, salary, 
mortality, retirement and termination.

b.  funding valuation
the funding valuation is based on the modified 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 fund benefit improvements, reduce 
contributions, reduce any existing funding deficiencies or are set aside in the 
form of rate stabilization reserves. funding deficiencies resulting from losses 
are funded over a maximum of 15 years from either increased contributions 
or rate stabilization reserves. pension obligations 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 (fsco) was 
prepared by buck consultants as at december 31, 2010. the key assumptions 
used for the funding valuation as at december 31, 2012 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.

In october 2012, the government of ontario reached a five-year agreement 
with three jointly sponsored pension plans, including the opseu pension plan.  
during this period, the plan is eligible for a single four year valuation filing cycle 
between december 31, 2012 and december 30, 2017. As such, the next funding 
valuation is due to be filed no later than as at december 31, 2013; optrust can 
request a one-year extension to file as at december 31, 2014. the sponsors have 
agreed that the contribution rate will not exceed current levels and any deficits, 
should they occur, will be dealt with by reducing future benefits. Accrued 
benefits are protected under the Pension Benefits Act of ontario and cannot  
be reduced.

7. rate stabilization reserves
for the years ended december 31 ($ millions)   2012 2011

member fund
 balance, beginning of year     390   398 
  Interest earned on funds     22   25 
  use of reserves for funding deficiency    (33)  (33)

        (11)  (8)

bAlAnce, end OF yeAr     379   390 

employer fund       
 balance, beginning of year     440   422 
  Interest earned on funds     28   28 
  refund purchase of collectively bargained temporary benefits  38   23 
  use of reserves for funding deficiency    (33)  (33)

        33   18 

bAlAnce, end OF yeAr     473   440 

In order to fund the deficit identified in the december 2008 funding valuation 
filed with fsco, the sponsors have directed that their respective rate 
stabilization reserves be drawn down by $32 million per sponsor annually  
until 2023. further, for the deficit identified in the december 2010 funding 
valuation filed with fsco, the sponsors have directed an additional draw  
down of $1 million per sponsor annually until 2025. 
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8. unallocated deficit
for the years ended december 31 ($ millions)   2012 2011

unallocated deficit, beginning of year   (626)  (426)

experience gains/(losses) related to  
 financing pension obligations
net investment income     1,237   578 
Income required on pension obligations    (916)  (873)

        321   (295)

Other experience gains/(losses)      
contributions net of benefits accrued     104   68 
Assumption change losses     (20)  (99)
experience (losses)/gains     (121)  122 
Administrative expenses     (10)  (9)

        (47)  82 

Other changes       
net transfer from rate stabilization reserves    16   13 

        16   13 

neT decreAse/(increAse) in unAllOcATed deFiciT 290   (200)

unAllOcATed deFiciT, end OF yeAr     (336)  (626)

9.  capital
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. 

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. 

the objective of managing capital is to ensure the plan is fully funded to pay 
the plan benefits over the long term. A funding valuation is used to manage 
capital by identifying gains or losses as described in note 6. the plan prudently 
manages its investments, contribution rates and benefits to meet or exceed its 
long-term funding requirement in accordance with its funding policy, asset mix 
policy and the statement of Investment policies and procedures. 

While optrust is not under regulatory requirements as it relates to capital, the 
Pension Benefits Act of ontario requires that deficits be funded over a period 
not to exceed 15 years and that an actuarial valuation for funding purposes be 
filed (refer to note 6 for additional information). 

10. contributions
for the years ended december 31 ($ millions)   2012 2011

members
current servicea      237   216 
prior service      13   16 
long-term income protectionb     14   12 

        264   244 
      

employers
current service      236   216 
prior service      8   9 
long-term income protection     14   12 

        258   237 
      

Transfers from other plans     8   10
 

TOTAl cOnTribuTiOns     530   491 
a  All contributions paid by members for current service are required contributions. 
b  the employer pays the member’s contributions for long-term income protection.

11. benefit Payments
for the years ended december 31 ($ millions)   2012 2011

retirement pensions      565   520 
transfers to public service pension plan     74   84 
transfers to other plans     35   16 
refunds and commuted value transfers    71   44 
 

TOTAl beneFiT PAymenTs     745   664 
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12. Pension Administrative expenses
for the years ended december 31 ($ millions)   2012 2011

salaries and benefits      13  12 
professional and administrative services    3  2 
Information technology    1  2 
office premises and operations     2  2 
communications      1  1 

TOTAl PensiOn AdminisTrATive eXPenses   20  19

Audit expenses for the plan were $281 thousand in 2012 (2011 – $343 thousand). 
non-audit fees comprising tax and valuation review services paid to 
pricewaterhousecoopers llp, the auditors of the plan, were $43 thousand  
in 2012 (2011 – $67 thousand). total fees paid to pricewaterhousecoopers llp  
in 2012 were $324 thousand (2011 – $410 thousand). Actuarial expenses paid  
to buck consultants, the plan actuaries, were $512 thousand in 2012  
(2011 – $621 thousand). 

13. 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. 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, 2012, these commitments 
totalled $1,978 million (2011 – $1,782 million).

optrust indemnifies its trustees and staff against certain claims that may be 
made against them to the extent that these individuals are not covered under 
other arrangements. there are no guarantees that might be considered material 
and outstanding as at december 31, 2012, and december 31, 2011.

As at december 31, 2012, the plan was involved in litigation and claims which 
arise in the normal course of business. the outcome of such litigation and claims 
are often inherently difficult to predict. Any liability that may arise from these 
litigations have been recognized as appropriate or have been determined to 
have an immaterial impact on the financial statements of the plan.

14. related Party disclosures
optrust, in the normal course of business, purchased bonds at the prevailing 
market prices that were issued by the province of ontario, a joint sponsor of 
the plan and whose employees are members of the plan. the fair market value 
of the bonds as at december 31, 2012, was $545 million (2011 – $548 million). 
earned income recorded on the bonds amounted to $16 million for the year 
ended december 31, 2012 (2011 – $15 million).

upon inception of the plan in 1995, government of ontario non-marketable 
debentures were issued to the plan to cover part of the government’s pension 
liability. the fair value of these debentures including accrued interest as at 
december 31, 2012, was $413 million (2011 – $647 million). earned income 
recorded on the debentures amounted to $59 million for the year ended 
december 31, 2012 (2011 – $78 million).

the trustees of the plan do not receive compensation from optrust. 
reimbursement for trustee related incidental expenses and education received 
by trustees totalled $82 thousand in 2012 (2011 – $57 thousand). the trustees 
appointed by the province of ontario receive $200 per meeting that they 
attend and are paid directly by the province. trustees appointed by opseu are 
compensated by the union for any loss of regular income as a result of time 
spent fulfilling their duties as a member of optrust’s board. 

15. key management Personnel compensation
Key management personnel at optrust is comprised of the president and ceo 
and his direct reports who are, namely, the chief Administrative officer, chief 
Investment officer, senior Vice-president, finance and senior Vice-president, 
shared services. the aggregate key management personnel compensation is 
shown below:

for the years ended december 31 ($ thousands)   2012 2011

salaries and short-term employee benefits   3,762 2,256 
supplementary pension benefits    147  183 
other long-term benefits    525  525 
 

       4,434 2,964 

the president and ceo and senior Vice-president, finance positions were filled 
on november 19, 2012 and March 28, 2011, respectively.
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($ millions) 2012 2011 2010* 2009 2008 2007 2006 2005 2004 2003
 

chAnges in neT AsseTs
increase in net assets
net investment income/(loss)  1,237   578   1,530   1,348   (2,435)  659   1,537   1,564   1,069   1,408 
Member contributions  264   244   218   179   177   173   161   153   108   82 
employer contributions  258   237   208   178   177   173   161   153   148   145 
transfers from other plans  8   10   12   33   75   16   13   17   20   15 

    1,767   1,069   1,968   1,738   (2,006)  1,021   1,872   1,887   1,345   1,650 

decrease in net assets
benefit payments and transfers  745   664   621   718   591   542   529   524   493   476 
operating expenses  20   19   19   18   17   17   19   22   22   23 

    765   683   640   736   608   559   548   546   515   499 
 

increAse/(decreAse) in neT AsseTs   1,002   386   1,328   1,002   (2,614)  462   1,324   1,341   830   1,151
 

neT AsseTs
investments
cash and short-term investments  2,251   2,296   1,395   2,149   3,251   3,165   3,419   874   219   172 
government and corporate bonds  1,476   1,556   1,422   1,178   1,140   1,371   1,364   906   765   853 
real return bonds  1,177   1,495   1,280   1,179   1,234   1,257   1,277   1,103   804   582 
pooled funds  126   –   –  –   –   –   –  –  –   – 
government of ontario debentures  411   645   860   1,064   1,265   1,411   1,603   1,783   1,953   2,090 
public equities – canadian  1,815   1,786   2,723   2,408   1,791   3,177   2,878   2,917   2,792   2,601 
public equities – foreign  2,849   2,427   3,178   2,799   2,245   3,940   4,348   3,680   3,680   3,265 
real estate  2,148   1,802   1,419   1,582   1,521   1,201   777   542   220   40 
private markets  2,460   1,516   1,079   862   686   466   228  –   –   – 
Investment related receivables  149   265   142   131   231   76   96   96   122   108 

    14,862   13,788   13,498   13,352   13,364   16,064   15,990   11,901   10,555   9,711 

contributions receivable  56   50   44   39   39   40   34   37   35   31 
other assets  5   6   2   2   3   3   4   5   7   10

TOTAl AsseTs  14,923   13,844   13,544   13,393   13,406   16,107   16,028   11,943   10,597   9,752 

liabilities
Accounts payable and accrued charges  (64)  (64)  (57)  (79)  (41)  (32)  (25)  (17)  (25)  (20)
Investment related liabilities  (154)  (77)  (170)  (1,325)  (2,378)  (2,474)  (2,864)  (111)  (98)  (88)

TOTAl liAbiliTies  (218)  (141)  (227)  (1,404)  (2,419)  (2,506)  (2,889)  (128)  (123)  (108)

neT AsseTs AvAilAble FOr beneFiTs  14,705   13,703   13,317   11,989   10,987   13,601   13,139   11,815   10,474   9,644
  

Accrued pension benefits  14,189   13,499   12,923   12,313   11,631   11,114   10,460   9,944   9,525   8,865 
Actuarial asset value adjustment –   –   –   (1,523)  (2,428)  565   1,341   899   (30)  (704)
  

rate stabilization reserves  852   830   820   811   938   408   427   446   533   510 
unallocated surplus/(deficit)  (336)  (626)  (426)  388   846   1,514   911   526   446   973 
 

surPlus  516   204   394   1,199   1,784   1,922   1,338   972   979   1,483
 

invesTmenT PerFOrmAnce (%)
rate of return 10.1% 5.5% 13.9% 13.6% -16.2% 5.6% 13.4% 15.6% 11.7% 17.3%
 After inflation 9.3% 3.2% 11.5% 12.3% -17.4% 3.2% 11.4% 13.4% 9.6% 15.3%
benchmark 7.2% 3.9% 10.9% 14.3% -16.8% 4.2% 11.7% 14.6% 11.5% 13.6%
 After inflation 6.4% 1.6% 8.5% 13.0% -18.0% 1.8% 9.7% 12.4% 9.4% 11.6%
 

* starting with 2010, amounts are presented in accordance with cIcA handbook section 4600-pension plans and Ifrs.
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