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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
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Funding Surplus/(Deficit) 
At December 31 ($ millions)
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Investment Performance
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OPTrust’s Changing Membership
At December 31

Active members
Deferred pensioners
Former members with entitlements in the Plan 
Current pensioners
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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




