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The committee met at 1017 in room 151.

ONTARIO MUNICIPAL EMPLOYEES
RETIREMENT SYSTEM ACT, 2006

LOI DE 2006
SUR LE REGIME DE RETRAITE
DES EMPLOYES MUNICIPAUX
DE L’ONTARIO

Consideration of Bill 206, An Act to revise the
Ontario Municipal Employees Retirement System Act/
Projet de loi 206, Loi révisant la Loi sur le régime de
retraite des employés municipaux de I’Ontario.

CITY OF OWEN SOUND

The Chair (Mrs. Linda Jeffrey): Good morning. The
standing committee on general government is called to
order. We’re here today to commence public hearings on
the second reading version of Bill 206, An Act to revise
the Ontario Municipal Employees Retirement System
Act. I’d like to welcome all of our witnesses and tell you
that you have 15 minutes to make your presentation.
When you come to the table at the front, could you
identify yourselves and the group you speak for. You will
have 15 minutes.

Our first delegation this morning is from the city of
Owen Sound. Good morning. If you’re all going to be
speaking, could you provide your names for Hansard.
When you begin, you’ll have 15 minutes, and should you
leave time at the end, we’ll be able to ask you questions.

Ms. Ruth Lovell: | am Ruth Lovell, the mayor of
Owen Sound.

Committee members, | want to take a brief oppor-
tunity to thank all of you so much for giving us the
opportunity to speak. I compare us to the middle child in
a family. We’re a small urban municipality. We don’t
have the glamour of the larger cities and we’re not quite
as enchanting as the rural municipalities, but we do have
a niche in this world, somewhere. We often feel
overlooked, so we are very, very grateful to have the
opportunity today to come and speak with you.

We have Arlene Wright, who is the chair of the
financial advisory committee in Owen Sound as well as
the vice-chair of the police services board, and Dail
Levesque, who is our human resources director. He will

be making the presentation, but | did want to have an
opportunity to say thank you.

Mr. Dail Levesque: Good morning, and thank you
very much for the opportunity to appear before you.

The first thing 1’d like to do is assist you in putting a
face on the city of Owen Sound. We’re an award-winning
municipality, and we would like you to know a little bit
about us. Some of you may know that we’re about two
hours north of here, right at the south end of Georgian
Bay. Driving fast, and as along as the snow is not
blinding, you can get there in about two hours. We are
the regional centre for Grey and Bruce counties. We have
a population of about 21,000 people. Compared to other
municipalities our size, our average earnings are about
11% behind. We have 8,900 dwellings, and of those,
4,000 are rentals.

We supply all the normal services of a municipality,
including a full-time police force—section 31—and fire
department. We employ 336 employees; 234 of them are
full-time and 102 are part-time. One hundred and
seventy-nine of those are NRA 65 under the OMERS act,
and 70 are NRA 60: 40 police and 30 fire.

Our city budget is approximately $40 million. We get
$16 million from taxes. Our current OMERS costs are
about $875,000 a year. The cost to the city as a result of
these proposed changes will rise from $875,000 to about
$1 million or $1.2 million. That’s a conservative esti-
mate: $325,000 to $400,000.

We have lost $2 million in the old CRF funding and
the new OMPF funding grants. This loss is not un-
common among municipalities our size due to the failure
of the province to consider small urban municipalities
and our being sandwiched between the rural needs and
the large urban areas.

To reiterate, Owen Sound is the largest municipality in
our area. We are the regional centre, meeting the needs of
Grey and Bruce counties. Our population is small and
stagnant. The residents earn less on average than those
residents in comparable cities. We have been hit hard
with downloading. The latest rounds of provincial cuts
have left our city, as | said, some $2 million short, and
that’s not uncommon to other smaller municipalities in
our province. When you consider the hard cap the
province has placed on municipal taxes, all of the
OMERS-related increase will fall to a relatively small
group of residential taxpayers who are least able to pay.
We need your help.
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Our major concerns about this legislation are: First
and foremost, we’ve studied the submissions from AMO,
the association of human resource professionals and the
association of police services boards. We support their
findings in total. The province is rushing to reform one of
Canada’s most important pension funds without a
reasonable understanding of the potential repercussions
and without sufficient regard to the best interests of
employees, retirees, employers, communities and, most
importantly, taxpayers, because that’s where all of this
OMERS money comes from.

Analysis has confirmed that the proposed changes will
significantly increase labour costs, resulting in increased
property taxes in our city. Both the federal and Ontario
provincial governments tell us that we don’t have the
required workforces to meet our needs in the future. Bill
206, if passed, will enshrine the ability of the workers
that we do not have to exit even earlier, further exacer-
bating the employment picture. The anticipated increased
cost estimates for the basic plan and supplemental plans
represent $125,000, or a 1% tax increase, just for the
basic OMERS plan, and a further $200,000, or a 1.5%
tax increase, for the supplemental plans for fire and
police.

Bill 206’s simple majority scheme essentially de-
volves governance of the $36-billion OMERS plan into
the hands of an arbitrator. In an arbitration-based process,
history has shown us that the concerns of small urban
municipalities take a back seat to the big players, yet our
pressures are just as dire. In other words, once the
arbitration process starts awarding these supplemental
plans, which will happen, supplemental plans will be
imposed on Owen Sound regardless of the employer’s
concerns or the taxpayers’ ability to pay. We’ve seen this
time and time again in small urban municipalities: Once
the arbitration process starts, it just washes over you.

The sad and unfortunate truth is that Bill 206’s revised
simple majority scheme and its improbable super-
majority component practically devolve the governance
and responsibility of this $36-billion plan into the hands
of one single individual: an unaccountable arbitrator. Are
you even aware of anyone qualified to take on such a
task? Is there a reason you can share with us that justifies
so significant a departure from governance best practices,
that justifies an arbitrator instead of this board rolling up
its shirt sleeves and working at developing a consensus?

In your role as plan sponsor now, you have to reach
consensus around the cabinet table. You wouldn’t think
of possibly handing over your sponsorship respon-
sibilities to an arbitrator, yet you are prepared to under-
mine this new corporation with such a mechanism before
it even begins the process of consensus building.

An arbitrator would have a significant say on the
municipal tax rate without any regard to tax increases or
cost-cutting in terms of human resources or services to
accommodate an arbitration decision. We can’t just pick
the money out of the air or off a tree. If we get these big
arbitration awards, which has happened in the past, we

have to make cuts in other areas of our tax-supported
municipal services.

Supplemental plans which would provide for addi-
tional pension plans, such as enhanced early retirement or
an increased benefit accrual rate higher than the current
maximum: Historically, there were supplemental plans as
part of the OMERS plan. We had one with our police
association, and it went into our collective agreement as a
result of an arbitrator putting it there.

You may be interested in knowing that history does
repeat itself, and in the five to seven years following the
introduction of those supplemental plans, arbitrators had
spread it across the province and those supplemental
plans became the basic OMERS plan.

Given the proposed structure of the sponsor group and
their access to arbitration, it won’t be long before every
police, fire and paramedic group in the province has
these supplemental plans and other OMERS members
want and get the same.

Each employer could conceivably provide access to
different supplemental plans under a number of collective
agreements. This could be made even more complicated
if an employee changes careers with the same employer
or employers over the course of their career. With respect
to our police service, there is a major concern as we have
a lineup of constables from the large urban police forces
who want to work and live in Owen Sound. The intro-
duction of these officers into our force creates expecta-
tions that we cannot afford to meet.

At odds with any notion of autonomy, Bill 206 speci-
fically directs the sponsors corporation to consider
providing supplemental plan benefits to the police and
fire sectors. The choice of cities similar to Owen Sound
disappears under this bill. Given the no-strike restrictions
in the police and fire sectors, interest arbitrators would
have the ability to award access to such plans if it were
raised in local collective bargaining.

Municipalities are working hard to hold the line on
property taxes; they do not have the budget flexibility to
accommodate supplemental plans. In the past, arbitrated
settlements have not reflected the ability to pay within
the terms of a binding settlement.

We respectfully request that the government scrap Bill
206 and go back to what the original OMERS devolution
discussions in 2002 entailed; that is, increasing efficien-
cies in decision-making and streamlining OMERS board
appointments. Failing this, we would ask that the Ontario
government remain as the plan sponsor; the proposed
binding arbitration features be eliminated; any supple-
mental plan that may be allowed be negotiated at the
local level and these negotiations not be subject to any
binding arbitration process; and that the financial con-
cerns of provincial and local taxpayers and provincial
and local economic conditions be mandated to be con-
sidered in any plan changes.

Thank you for your consideration of our written sub-
mission, and we look forward to your response.

The Chair: You’ve left about two minutes for each
party to ask a question. Mr. Hardeman.
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Mr. Ernie Hardeman (Oxford): Thank you very
much for the presentation. | just wanted to quickly go
back. On page 2 you talked about the cost of the plan. |
just want to point out, first of all, that | share your con-
cern that there may be a cost to the plan, but we’ve been
hearing all kinds of numbers as to what that will be. So
far we’ve been unable to get the government to come up
with a suggestion of what they believe the numbers will
be. I think it’s very important that it appears they have
not done any work as to what the impact will be on the
property tax base and on municipal budgets for the cost.

In your presentation you point out that the cost will be
$125,000 just for the basic OMERS plan and a further
$200,000, or a 1.5% tax increase, for the supplemental
plans for police and fire. Could you tell me where the
increase is without the supplemental plans?

Mr. Levesque: If there are no supplemental plans, our
increases will still be 1%, just because of the increases to
the basic plan. If we do wind up with supplemental plans,
then we’re looking at a further $200,000 at a minimum.
1030

The Chair: Thank you. Ms. Horwath.

Ms. Andrea Horwath (Hamilton East): Thank you
very much for coming out to make your presentation. |
wanted to ask you a little bit about your concerns around
the arbitration process, and particularly whether or not
your experience in previous arbitrations has been one
where the arbitrator looks at all of the various factors and
makes decisions in that vein. I know that others have
come saying they are concerned that arbitrators will
make decisions that will not take into consideration the
situation of the particular municipality or employer, for
example. Could you just expand on your concerns in that
regard?

Mr. Levesque: I’ve been in this business for 33 years
this year, and access to arbitration has been a feature
throughout those 33 years. I’ve got to tell you, once an
arbitration process starts—for example, in the police
world, we’re seeing that the big push now is 3%, 6%,
9%.

Just ask yourself, do you think the concerns of a little
place like Owen Sound, two and a half hours outside of
Toronto, mean a hill of beans to an arbitrator? They start
with the big guys. They start with the Peels, the Torontos
and the Durhams, and just roll over us. By the time we
get to make a presentation, half the time they’re yawning
through our presentation, not listening to us, and they
award it. That’s how we get stuck with a lot of things.

What does that mean to a place like Owen Sound,
when you’ve got a stagnant population, a stagnant tax
base, and the ability to move with the tax caps that we
have now is extremely limited? How are we supposed to
come up with the money to pay for things like 3%, 6%,
9% and like supplemental plans when they come, if they
come? That’s what happens to us. We get left in the dust.
Little old Owen Sound, the Stratfords of the world, the
Orillias of the world, the Brockvilles of the world—we’re
all in that 20,000 population. Our concerns are really left

on the side. Our experience is that once the wave starts, it
just washes over the little guys.

The Chair: Thank you. Mr. Duguid.

Mr. Brad Duguid (Scarborough Centre): I’ve got in
your submission here that you’ve estimated that the cost
to your city as a result of the proposed changes will be $1
million to $1.2 million. I’'m trying to figure out where
that would possibly come from. Are you using AMO’s
numbers, which, in our previous committee, were seen as
worst-case scenario, full take-up, totally unrealistic?

Mr. Levesque: No. These numbers come from our
treasurer. Start at the $875,000, which is our current
OMERS cost. Then, with the supplementals and the
basics, our numbers go to $1 million or $1.2 million, and
those are conservative numbers. Those are based upon all
our current employees, all the current rates that they pay
based on OMERS, and the calculations applied to them.

Mr. Duguid: Are they including the reintroduction of
the contribution rates in that?

Mr. Levesque: The 2.3%?

Mr. Duguid: In your $1 million to $1.2 million.

Mr. Levesque: The increases that are being applied to
the basic plan are one thing; the costs that the supple-
mental plans are going to generate are another. So when
you add them both together, we’re looking at about
$1.2 million.

Mr. Duguid: I guess what I’m trying to figure out is,
what are you assuming is going to be implemented in the
supplemental plans? Are they assuming that everything
that the police and fire are asking for will be accepted or
agreed to by your municipality, or are they assuming
that—

Mr. Levesque: We do have to make some assump-
tions, because, of course, nobody has told us what’s
going to be there. Nobody has given us any costing;
nobody has given us any ideas. So we’re left to sit back
and make some assumptions—you’re right—because
that’s all we have to go on, and we have to make a wild
guess as to what’s going on out there and where things
are going to settle in.

Mr. Duguid: You’ve thrown out $1 million and $1.2
million in your submission here. I’m trying to figure out
where that’s coming from. Are you assuming full take-up
of the benefits for your firefighters and police, or are you
assuming partial take-up?

The Chair: You have about 30 seconds to answer that
question.

Mr. Levesque: We’re looking at our fire and police
departments, the fire associations and police associations,
asking for the benefits that will provide them with 50 and
out, 25 years and out, 30 years and out: those kinds of
enhanced benefits that are being talked about in the
OMERS plan, what we’ve seen today so far in writing.
We’re looking at those things being implemented, and
those are the costs that we’ve been able to attach through
our finance department.

Mr. Duguid: It sounds to me like a worst-case
scenario, but okay. Thank you.
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The Chair: Thank you very much for being here
today. We really appreciate your being here and making
the drive.

Mr. Levesque: Thank you very much.

The Chair: The city of St. Catharines is next.

Mr. John O’Toole (Durham): Chair, 1’d like to ask a
question. On that $1.2 million, what would be the impact
on their tax base, given there are only 8,000 residents and
4,000 rental units.

Mr. Levesque: A per cent and a half on our tax base.

Mr. O’Toole: Seven and a half per cent?

Interjection: One and a half per cent.

Mr. O’Toole: One and a half.

The Chair: Can we ask research to provide that
information? Thank you.

CITY OF ST. CATHARINES

The Chair: Thank you very much for being here. We
appreciate you coming to speak before us this morning.
Could you identify yourself and the city you speak for
before you begin? After you begin speaking, you’ll have
15 minutes. If you leave time, we’ll get an opportunity to
ask you questions.

Mr. Kenneth Todd: Thank you, Madam Chair, and
thank you for allowing us the opportunity. My name’s
Ken Todd. I’m the director of corporate services with the
city of St. Catharines, and part of that role includes my
responsibility for the human resources function of the
city. I’m here today representing Mayor Tim Rigby and
members of city council.

The city of St. Catharines did present a formal brief, a
written submission, to the standing committee back in
November 2005. I’m just here to further elaborate on that
submission. I do not have any further written submission
for you today. But | would like to provide some feedback
on five specific issues that are important to the city of St.
Catharines in terms of this proposed legislation. They
relate to governance, representation, supplemental plans
and the dispute mechanisms and, finally, the financial
impacts.

The first issue of governance or autonomy certainly
was something that was not unwelcome by many
employers in the municipal sector, with the feeling that
the province truly does not need to be in the business of
municipal pension benefits. As such, in terms of moving
over to the sponsorship committee as proposed by the
legislation, it is not something that the city of St.
Catharines is concerned about. But our concern is that in
the proposed legislation, as the province walks away
from being the sponsor now, it is getting involved in
some of the plan design and benefits that are included. In
particular, what is probably our major concern out of this
is the move toward supplemental plans. I’ll get back to
that in a few minutes.

With respect to the governance issue, in terms of the
city of St. Catharines, we are not concerned about a
movement away from the province’s control over the
plan to a sponsorship committee, but we don’t feel that

it’s appropriate for the province, as it lets go of that
responsibility, to place additional restrictions or con-
ditions on that sponsorship committee before it even gets
started.

In terms of representation under the plan, in the pro-
posed legislation, the sponsorship committee calls for an
eight-member representation of employers and employ-
ees. In looking at that—and 1I’m sure you’re going to hear
this from other groups—we feel that the representation is
dramatically skewed toward certain groups in the plan.
For example, CUPE, which has about 45% of the
members in the plan, gets one member. Fire has 4.75% of
the members, and they get one member. They have about
one tenth of the representation that CUPE has, yet they
have one full member at the table. In addition, the police
have about 10% of the members in the plan and they get
one representative as well. The non-union groups, which
many small municipalities across the province have,
represent about 20% of members in the plan, yet they get
no representation other than the possibility of somebody
representing them through the three at-large members.

We truly feel that the representation as proposed in the
plan is skewed. In our mind, it is skewed heavily toward
fire and police. | think that tends to be the tone through-
out the legislation, not only in terms of representation but
also of supplemental plans. There’s a fair number of
other employees who work for both the municipalities
and other municipal sectors beyond just the fire and police
group. Our municipality, for example, has approximately
800 full-time employees and, of that, about 155 would
fall under the fire realm.

In terms of supplemental plans—and | think this is
probably the single most important issue by far that you
are hearing and are going to continue to hear from
municipalities—it’s our opinion that the province should
simply stay out of the business of directing where and
when these supplemental plans should take place. It’s our
feeling that this should be the role of the sponsorship
committee. You are turning over the responsibility of this
plan to that committee, and our feeling is that you should
let them do their job.

1040

In terms of our concern over it—I’m just going to read
part of a letter that came to us from the honourable
Minister of Municipal Affairs back in December. In that
letter he indicates that, “If Bill 206 is passed, it will
not”—and that is highlighted, the word “not”—*"“impose
any new cost or pension benefits on any employer or
employee. It will require that the proposed new sponsors
committee set up, within 24 months, the supplemental
benefit plan that will include the optional pension bene-
fits outlined in the bill.” In terms of reality—and | think
you’ve already heard from Mr. Levesque—that is
probably the furthest thing from reality in terms of what
happens out there in the arbitration process.

You saw recently the city of Toronto going through a
very complex issue with bargaining that evolved around
what they called “retention pay.” That’s one small example
of where an issue gets started in one municipality and
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then really just spreads like wildfire throughout the
province. Municipalities all across the province now are
facing a 3%, 6% and 9% increase in firefighter and police
wages, where there was an issue that started in the city of
Toronto relating to retention. Once it catches hold in
several municipalities the arbitrators take a very different
view, going away from an issue like retention, and all of
a sudden it gets reformed into: This becomes a benefit,
this becomes part of wages and it becomes part of the
normal compensation package. In our mind, once it goes
out of the realm of the sponsorship committee and back
to local bargaining—we would not have this problem
with CUPE. CUPE has the right to strike; they do not
have binding arbitration. Where you have a binding
arbitration situation like fire and police, that control will
be turned over to that arbitrator. | can tell you,
municipalities will not be able to afford this, and I’ll get
to that a little bit further. In our mind, with all due respect
to the minister, it’s a very naive and unrealistic view of
what will happen in the arbitration process.

I’ve been involved with negotiating fire agreements
for approximately the last 25 years. In terms of how those
settlements take place, just to give you a brief example:
Avrbitrators are supposed to effect a settlement that could
have reasonably been expected to be negotiated by the
parties in a free and open system. In our last two trips,
the firefighters received 11% over two years; the rest of
the employees got 6% over those same two years. In our
last arbitration award, firefighters got 10% over three
years, and our CUPE and management employees were
getting approximately 6%. So over that 15 years in those
firefighter settlements, the firefighters have gained wage
advantages of about 10% over what was freely negotiated
in a situation where the other employees had the ability
to strike, and that’s just the reality in this province with
respect to the arbitration process. | could probably spend
a lot more time on that, but I think it makes our point.

The arbitration process simply takes the control out of
the municipalities’ hands, and again, it’s not the same
kind of benefit that would be afforded to other employ-
ees. Here we are, setting up a supplemental plan for two
specific sectors—three, if you look at the paramedics—
which would not be available to other employees, who do
very meaningful work for us as well.

I know you were interested in Owen Sound’s costs,
and 1I’d like to give you some indication of what our costs
are and to answer the question that was answered earlier.
We have done our estimates based on what we think the
potential impact will be if supplemental benefits are
awarded through an arbitration process. There are two
main points. One is the accrual rate of 2.33%. Currently,
the accrual rate for our pension plan is 2%, so it’s 2%
times your years of service. You can max out at 70% of
your best five years’ salary. That is the pension plan as it
exists now. This proposal would take that accrual rate up
to 2.33%, which would add additional benefit to those
employees.

There are other provisions there that have been talked
about, in terms of 25 and out with full benefits. We have

costed that. These costs have come from our municipal
treasury people. In terms of St. Catharines, if those
supplemental benefits that I just outlined are awarded by
an arbitrator, it would increase our pension costs for fire
by 101.5%. That would represent $1.37 million for the
city of St. Catharines. It would be an increase, bottom
line, of 2.5% on every taxpayer in the municipality and
represent a $22-per-household increase for every house-
hold in St. Catharines.

Our concern is, we do not have a lot of new supple-
mental growth in St. Catharines. We are caught by new
provincial legislation in terms of the new greenbelt plan
coming out, which our council is supportive of, in trying
to focus and concentrate growth. Our municipality is at
its borders. We cannot expand further. We do not have
the opportunity, like some of the high-growth areas
around Toronto, to have supplemental growth that offsets
some of our additional costs in any given budget year. If
we’re forced by an arbitrator to add $22 per household on
every household in the city, that takes away from other
services that we are going to be able to provide to our
constituents, whether that be recreational services,
whether it be sewer and water improvements, road
improvements or any other service that we provide. We
are going to be having to look at reduced funding in those
areas in order—because if we’re arbitrated to award this,
we do not have a choice. It’s something that we will not
have the flexibility to say, “No, we’re not going to fund
that.”

I find it’s very ironic, | guess, in a way that, after all
the years that the province has controlled the pension
plan—supplemental plans were something up to this
point that the province indicated it would not get into,
simply because it had too much potential impact on the
taxpayers. But here we are, on the eve of the plan being
transferred over to a sponsorship group, and the province
is allowing the mechanisms for that exact thing to happen.

This will have far-reaching impacts beyond the
municipal sector. You can be assured that as soon as
these awards are given municipally, the OPP is going to
be there, standing in line. You’re going to have your
nurses standing in line, and the trend will just continue.
This will not stop, in our opinion, at impacting just the
municipal sector. Our feeling is that these proposed
amendments have far-reaching impact and far-reaching
financial impacts across the province.

I thank you for your time, and 1’d be happy to answer
any questions.

The Chair: You’ve left about a minute for each party
to ask a question. Ms. Horwath.

Ms. Horwath: | just wanted to ask a question around
the arbitration issue. What percentage of your collective
agreements with firefighters or police—maybe both—
end up in arbitration, and how many are negotiated,
historically?

Mr. Todd: Historically, | would say probably about
one in three. We’re actually going to arbitration right
now. We’re going to arbitration over a trend that started
in the province with respect to retention pay, where our
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firefighters’ expectation right now is probably around
14%. That is significantly beyond what any other em-
ployee group has negotiated. Our success at arbitration
has not traditionally been good.

Ms. Horwath: So one in three go to arbitration?

Mr. Todd: About one in three go to arbitration.

The Chair: Mr. Duguid.

Mr. Duguid: Thank you for taking the time to join us
today and make your submission. We did listen very
carefully to your comments. | guess the one thing that |
would point out—and I’d ask you to stick around, if you
could, to at least hear the Police Association of Ontario’s
deputation, because if | have time to ask a question there,
I’ll be asking them a question to try to give you some
comfort. I’ll ask you to review some of the previous
testimony from both the police association and the fire
association, who all have indicated that the idea of full
take-up of these benefits is completely unrealistic. In
fact, it would be cost-prohibitive to their own members,
especially at a time when the basic plan costs are
increasing. So I understand your concern. You’re looking
ahead, trying to see what kinds of costs may be anti-
cipated. But I ask you as well, when you’re talking about
the impact on tax increases, to be realistic and not use the
full worst-case scenario, which has been proven totally
unrealistic. | ask you to take that into consideration too.
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Mr. Todd: If | could just give a brief response, our
position is that the pension plan as it exists now for all
employees, regardless of what take-up there would be
under Bill 206, is a very, very good plan that provides
very good pension benefits for all our employees. We do
not feel at this time that there needs to be any notion of
supplemental benefits awarded. When you look at most
of our taxpayers, | don’t think the majority of them have
the same level or types of benefits that employees in the
municipal sector currently have under the OMERS plan.

The Chair: Mr. Ouellette.

Mr. Jerry J. Ouellette (Oshawa): You mentioned the
fact that firemen represented 4.5%, the police represented
10% and CUPE represented 45%, and each had a single
member.

Mr. Todd: Yes.

Mr. Ouellette: What do you think the representation
should be?

Mr. Todd: Our feeling is that what I’ll call the non-
union group, the group that is not represented by any
association or bargaining unit, should certainly have
some representation at the table. They have 20% of the
plan members and do not have any representation in the
present proposal.

Mr. Ouellette: What do you think the makeup should
be, then?

Mr. Todd: In terms of the makeup, | certainly think
they should be given a seat. I’m not sure that fire and
police, simply in terms of their proportion in the plan,
should have two members when those two members only
represent about 14% to 15% of the plan membership.

The Chair: Thank you very much for being here today.

ONTARIO ASSOCIATION OF
POLICE SERVICES BOARDS

The Chair: The next group before us is the Ontario
Association of Police Services Boards. Mr. Mukherjee,
good morning and welcome. After you’ve introduced
yourself and the group you speak for, you know the drill.
If you leave us time at the end of 15 minutes, we’ll be
able to ask you questions.

Dr. Alok Mukherjee: Madam Chair and members of
the committee, my name is Alok Mukherjee. I'm a
director of the Ontario Association of Police Services
Boards and chair of the Toronto Police Services Board. |
have with me Barbara Hume-Wright, who is the exec-
utive director of the OAPSB.

I’m here today to speak on behalf of the 56 police
services boards, whose employees make up about 10% of
the membership of OMERS, about our profound concerns
about the impact of Bill 206 and its very real potential to
result in significant costs to municipal taxpayers, and to
ask that you proceed very cautiously with the bill.

Established over 43 years ago, the OAPSB is an
organization of civilian police governance boards across
Ontario. Well over 85% of all police services boards in
Ontario are members of the OAPSB, ranging from every
large urban municipal board to the majority of the
smaller section 10 boards. We represent the vast majority
of police employers in the province.

The OAPSB recognizes that the province has goals
that it wants to achieve through Bill 206. We would
respectfully argue for the need to proceed with care in
order to avoid any mistakes with a $36-billion pension
plan affecting over 355,000 employees and 900 employ-
ers. When devolution was originally proposed in 2002,
the OAPSB supported it, recognizing that there were
some legislative matters that needed to be addressed; for
example, aligning control and ownership of the plan, and
improvements to the appointments process.

But in 2002, OMERS was in a very different financial
situation. The OMERS plan had a surplus and a contribu-
tion holiday. Today it has a $2.5-billion deficit, which
has necessitated a 9% increase in contribution rates, or
$137 million in new municipal expenditures this year,
with similar increases projected for future years. This is a
new $137-million burden on property taxpayers, not one
cent of which will go toward addressing any of the many
challenges the police services boards face in keeping our
communities safe.

The OAPSB is concerned about the undue rush to
reform one of Canada’s most important pension funds.
The wholesale restructuring of something as complex
and as important as OMERS ought to be thoroughly
considered and carefully carried out. Since the release
of Bill 206, the OAPSB has worked with other em-
ployers to try to prepare a credible analysis of this bhill,
and our review of the latest version of the bill continues
to cause us great concern. Bill 206, as it is now amended,
is in some ways even more flawed than the first draft
because it fails to achieve the goals that we assume the
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government set out to achieve; namely, an autonomous
pension plan built on sound governance principles that
will not unduly burden property taxpayers or members of
the plan. Unless they are thoroughly addressed, these
failures will have significant repercussions on this
government, on the property taxpayer and on the people
who depend on this pension plan.

At a minimum, the OAPSB position is that Bill 206
must be further amended to (1) eliminate the reference to
police, fire and ambulance employees in sections 4 and
10, permitting the establishment of supplemental plans
and legislating supplemental benefits; (2) make it clear
that the sponsors corporation may not, subject to appro-
priate exceptions, implement changes in benefits for
members or in contribution rates, by bylaw or otherwise,
more frequently than triennially; and (3) totally eliminate
the dispute resolution clauses in the bill.

I would like to acknowledge that some important
changes have been proposed that would benefit employ-
ers, employees and property taxpayers. Of particular
importance to the OAPSB is the amendment in section 9
that properly reflects a greater degree of autonomy. |
would like to thank the standing committee for removing
the requirement that all benefit plans be defined benefit
plans. We appreciate the fact that the standing committee
is looking to the future and the need to provide for
flexibility to help ensure the long-term viability of the
pension plan for its current and future members. | would
also like to acknowledge the standing committee’s re-
sponsiveness to amendments with regard to role clarity
and distinction between the administration corporation
and the sponsors corporation, proposed by OMERS and
supported by us.

It does appear that the standing committee has listened
to OMERS and has adopted many of its recommended
amendments. Any continued perceived ambiguity and
overlap vis-a-vis the roles of the sponsors corporation
and the administration corporation is a very serious matter
that will severely hamper the operation of OMERS. The
OAPSB encourages the standing committee to carry out
one last review of the bill to absolutely ensure role
distinction and clarity.

The standing committee also heard our concerns with
regard to the need to change the voting protocol and
require a two-thirds majority vote of the sponsors
corporation board for specified changes to the benefits
plan. We acknowledge this progress and would en-
courage the standing committee to go further to ensure
the long-term viability and affordability of the OMERS
pension plan.

OMERS is not like other pension plans that the
province has devolved. It has an extremely diverse range
of employees and employers, including police services,
whose employees make up about 10% of the OMERS
plan. The government has characterized Bill 206 as an
autonomy bill, yet the bill is not offering autonomy. It
dictates detailed requirements, such as supplemental
plans, and has the province naming the first appointees to
the sponsors corporation and administration corporation

boards. Where is the autonomy when it is the province
that will make direct appointments to the initial boards of
these two corporations?

If devolution proceeds, the government must, at a
minimum, give sponsors lead time of 12 to 18 months
following royal assent to prepare to take on new spon-
sorship responsibilities. Furthermore, funding to enable
stakeholders to adequately prepare for devolution needs
to be addressed, with start-up costs alone estimated at
somewhere between $5 million and $10 million. The
government paid for transition costs in the devolution of
the Ontario teachers’ pension plan and the OPSEU
pension trust, and it must do the same for OMERS.
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Bill 206 provides for supplemental plans, and with its
amendments, the standing committee has extended those
benefits to paramedics. It has gone further, to prescribe
specific benefits that will have to be created within 24
months. The specific benefits set out in section 10.1
include 2.33% accrual on a go-forward basis, factor
85/80, and final averaged earnings of three or four years.
The only accommodation that has been made to the
employers is to limit one new benefit per local decision,
but all that will result in is a series of one-year contracts
until all benefits are built into the collective agreements
of every police, fire and paramedic contract across
Ontario. It is even conceivable that an employee who
changes employers over the course of his career would
have access to several different supplemental plans under
a number of collective agreements.

The logistical challenges of supplemental plans are
considerable and complex. All local supplemental plans—
and they will be considerable in number when one
considers the number of local collective agreements
between fire, police and paramedic unions—would have
to be managed and administered by OMERS on behalf of
approximately 900 employer groups, not to mention the
anticipated significant increase in actuarial and tech-
nology costs. The endless retirement benefits contem-
plated in this bill through supplemental plans will impact
the base plan and will whipsaw across the entire public
sector, including provincial services such as the Ontario
Provincial Police. The standing committee is in a position
to address this costly and unnecessary domino effect
before it starts.

Minister Gerretsen has expressed confidence that
municipal sector employers will negotiate fair and
reasonable contracts. However, the employee asso-
ciations have already made it clear that they will hold up
this legislation to arbitrators as a promise for these
enhanced retirement benefits. If Bill 206 is truly about
OMERS autonomy, it must not impose any requirement
on the sponsors corporation to consider supplemental
plans. In a true autonomy model, these decisions would
be left up to a sponsors corporation, not imposed by the
province through legislation.

If Bill 206 is truly about OMERS autonomy, then
section 45.1, which provides for transitional provincial
regulation-making authority for establishing supplemen-
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tal plans for a period of up to 36 months following
proclamation, would not be a part of this amended bill.

It is difficult to understand why the province is pro-
posing to apply a collective bargaining model to the
management of a $36-billion pension fund. Negotiating a
$36-billion pension fund in a binding arbitration environ-
ment will not work and essentially puts governance into
the hands of an arbitrator. The OAPSB cannot support
such a dispute resolution model. This approach is defin-
itely not in the public interest and will prove disastrous
for property taxpayers. It could also very well make the
pension benefit unaffordable to its members.

Under Bill 206, an arbitrator would have a significant
impact on the police services budget and the board’s
ability to deliver front-line policing in an affordable,
efficient and effective manner. Our experience strongly
suggests that the arbitrator will not have any regard for
tax increases or the reduction of staffing and services
required to accommodate his decision. The arbitrator will
certainly not be accountable to the public, the taxpayers
or the employees. If an arbitration decision on supple-
mental benefits is rendered at the sponsors level, then
arbitration at the local level will happen with great ease.
It is our experience that arbitration decisions are repli-
cated across the province.

The standing committee has amended the bill to
legislate the specific benefits that must be provided for
by the sponsors corporation and has set out a timeline for
such benefits provisions to be available, so why, with this
requirement, are the arbitration provisions still in Bill
2067 In fact, with the supplemental plan provisions in the
bill, one has to question the need for the fire, police and
ambulance advisory committee as well.

We asked our members to do their own costing
analysis based on the potential impact of supplemental
plans. In most communities, it is estimated that such
costs will result in property tax increases of at least 3%.
On a province-wide basis, that would amount to about
$380 million a year, without a single penny going toward
addressing any public service needs and without factor-
ing in the addition of paramedics to the calculations.
Property tax dollars directed to pay for the province’s
decision to force supplemental plans will take municipal
funds away from infrastructure and service requirements
in every part of Ontario.

The Chair: Mr. Mukherjee, you have one minute left.

Dr. Mukherjee: I’ll try and speed up. Thanks.

How can the province explain its decision to take an
additional $380 million a year from Ontario’s property
taxpayers and give them nothing in return but the
promise of a further escalation in costs? This money will
not fund any new policing initiatives, nor will it enhance
community safety. It will in fact take officers off the
street. It is $380 million a year in unnecessary costs for
municipal property taxpayers, legislated by the province
to enrich retirement benefits in a system that is already
the envy of public and private sector employees every-
where.

Labour costs associated with emergency services are
already increasing much more rapidly than other labour
costs for municipalities across Ontario. Emergency services
are consuming an increasing proportion of municipal
budgets, constraining the ability of municipalities to fund
other programs. Minister Gerretsen has indicated that
supplemental plans are necessary to recognize the im-
portant and dangerous work of our emergency workers,
but emergency workers are already being compensated
well above that which other municipal workers receive. |
have some figures in the written presentation that you
have.

The Chair: Mr. Mukherjee, are you wrapping up?

Dr. Mukherjee: I’m wrapping up.

The Chair: Good. You’ve exhausted your time, so if
you could just do your final statement, please.

Dr. Mukherjee: | just want you to know that of the
$380 million that would be the extra cost on us, the share
of it for Toronto police would be sufficient to hire 374
extra officers. We find it ironic that, on the one hand, the
government has funded the hiring of extra officers—250
in our case—but on the other, the cost of this will prevent
us from hiring more officers.

In conclusion, OMERS is a key player in the health
and growth of Ontario’s economy. We don’t know why
there is a need to interfere with this pension plan in this
manner at this time. We would urge you to take the time
to get this bill right, considering the best interests of the
hundreds of thousands of Ontarians who depend or will
depend on OMERS for their retirement.

Thank you.

The Chair: You’ve exhausted your time. There isn’t
an opportunity to ask questions. We appreciate you being
here today. Thank you very much.
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COUNTY OF HASTINGS

The Chair: Our next delegation is the county of
Hastings. Good morning, and welcome. If you’ll all be
speaking, could you identify who is with you this
morning and, after you have identified yourselves and the
community that you speak for, you’ll have 15 minutes. If
you leave us some time at the end, we’ll be able to ask
you questions.

Mr. Clarence Zieman: Good morning, Madam Chair
and members of the committee. My name is Clarence
Zieman. I’m the warden of Hastings county and mayor of
the town of Deseronto. With me today is Charles Mullett,
past warden of the county of Hastings and mayor of the
town of Bancroft. Charles and | will be sharing our
presentation to you today. We are also accompanied by
Susan Horwood, our county treasurer and director of
finance.

We appreciate the opportunity to appear before you
today to discuss our concerns with Bill 206. Our time is
short, so let me be direct. My colleagues and | of
Hastings county continue to have a very serious concern
about this bill. We also share the view that the Eastern
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Ontario Wardens’ Caucus and AMO hold on Bill 206.
Let me be clear: We do not support this bill. Let me tell
you why.

First and foremost, the property taxpayers we repre-
sent in Hastings county cannot and should not bear the
financial burdens this bill will impose upon them. There
is nothing in it for them except new costs to be borne. It
should be no surprise to any members of the standing
committee that our property taxpayers are increasingly
voicing their concerns about how much more they can
pay to support local services. We hear it week in and
week out at our council meetings. Our taxpayers under-
stand that their contributions fund services like roads and
bridges, garbage collection and recreational programs. |
believe they are also beginning to understand the sig-
nificant amounts of property taxes that are subsidizing
provincial programs like social services, ambulance and
disability programs. That subsidy now stands at $3.2
billion annually, according to AMO.

Charles and I, along with our colleagues at county
council, also know that our taxpayers expect something
in return for their taxes. We are reminded of that every
day. They expect services. They will not be happy to
learn that the new costs associated with enhancing
municipal employee pension plans will bring absolutely
no benefit to them. There will be no additional affordable
housing units constructed, no additional ambulances
purchased, no more fire trucks added to the fleets and
certainly no more roads repaired as a result of paying the
higher pension premiums. In short, property taxpayers
will simply pay more. They will not be pleased. In fact,
we are already hearing on the streets and in the coffee
shops their concerns as they become aware of this bill.

Our county has examined the costs of the possible
supplemental pension plans identified by OMERS. As we
understand it, the province has not released any financial
data that might have helped our analysis. | understand
that AMO continues to seek your data in order to assess
it, but to no avail at this time. The costs are significant.
Our staff have determined that the county of Hastings
could face annual new costs of more than $1 million
when all our employee groups are factored in. That
represents a 5% property tax increase. Across eastern
Ontario, the wardens’ caucus estimates that nearly $11
million per year may have to go toward pension
premiums at the upper tier alone. We understand that in
the city of Ottawa, their calculations indicate additional
premium charges of over $23 million annually.

Mr. Charles Mullett: The county of Hastings and the
Eastern Ontario Wardens’ Caucus, in which we are active
members, have good reason to question the logic and the
potential huge new taxpayer burden this bill will create.
As some of you know, we have spent considerable effort
over the past four years to document the many financial
challenges we face in our part of the province. Let me
mention just a few of the systemic problems.

In eastern Ontario it is the homeowner who bears the
largest tax burden: 94.7% of all local assessment is
residential. In Hastings county, residential taxpayers pay

93.5% of all property taxes. Across the east, commercial
assessment accounts for 4.9% of total assessment, while
industrial accounts for only 1.4%. In our county, it’s
1.5% industrial and 5% commercial. When you super-
impose the fact that family incomes across our region are
on average 19% lower than in other parts of Ontario, you
can quickly understand why we hear in our council
chambers the people’s concerns about increasing taxes.

The assessment situation will continue to be a real
concern for us. The trend is downwards rather than up for
new, real growth. In 2003-04 it was less than 2%, and in
2005 it was 1.3%.

The taxpayer is reaching the breaking point. The total
county levy for our Eastern Ontario Wardens’ Caucus
members has grown by 25% in the past three years, from
$185 million to $235 million. Is there any wonder why
we are concerned about new potential costs to the
taxpayers in our communities?

As counties, we are extremely vulnerable to changes
in programs like land ambulance, where the increasing
costs of wages and equipment are not being matched by
funding from the province. Almost all of the 13 members
of the Eastern Ontario Wardens’ Caucus now finance
60% of the costs. The province has retreated to paying
40% rather than the agreed 50-50 sharing.

In our case specifically, the province is paying only
40% of our ambulance costs. In 2001, the total ambu-
lance budget was $4.76 million. The province paid $2.4
million, as we did. Last year, our total costs had risen to
$8.95 million as we struggled to meet legislated response
times and salary increases. We paid $5.73 million while
the province retreated to $3.5 million.

How can we justify, or more importantly, how can you
justify the new tax burden Bill 206 will impose on our
ratepayers? Make no mistake that the bill, as currently
drafted, will lead to new costs for pension benefits.

If we learned one thing from the last eight years, the
cost of radical change has been significant. We are still
paying dearly for the downloading of social services,
social housing and ambulance services on to the property
tax bill, not to mention the 1,300 kilometres of former
provincial highways.

According to AMO, the potential new supplemental
plans contained in the first reading version of Bill 206
meant a further hit of some $380 million annually on the
property taxpayer. That estimate now approaches some
$500 million annually as a result of the changes at second
reading. One thing is clear: The money will not be used
to fund existing services or repair our crumbling infra-
structure.

We know from recent studies that there is an annual
$1.2-billion investment gap in water and sewer systems
across Ontario. When you add the 9% premium increase
for all municipalities next year, which is $66 million, and
the annual estimate for the cost of the new supplemental
plans—$500 million—that is in excess of half a billion
dollars that will be unavailable for these key services.

Beyond the financial crisis this bill will cause, | and
my county council colleagues ask, why are we here in the
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first place? Who asked for these changes? We certainly
did not. Is it because of perceived recruitment problems?
We don’t think so, because none of us is having any
problem recruiting new staff because of a bad pension
plan. We have not had one potential employee tell us that
they were not going to sign on with any of our counties
because of a poor pension plan. Clearly, something else
is at play.

In speaking directly to the bill as it has been amended,
we continue to have real concerns about the decision-
making process written into it. Employing mediation and
arbitration where a two-thirds majority on benefit im-
provements is not reached is an unusual model for
decision-making. This labour relations approach does not
appear anywhere else in devolved public pension admin-
istration, as far as those more knowledgeable than us
know. The typical model is for 100% approval by a
sponsors corporation for benefit changes. As AMO has
pointed out, the model should be unanimous agreement
to implement a fundamental change to the plan. We
support AMQO’s view. The standard must be higher.

The mechanism for resolving disputes, namely, bind-
ing arbitration, is a significant flaw in the bill. Putting the
governance of such an important plan in the hands of
arbitrators is wrong. Their decisions will have a direct
effect on our property taxpayers, because experience
shows us that arbitrated decisions quickly find their way
into collective agreements.
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Mr. Zieman: As | stated at the beginning, the county
of Hastings does not support this bill as it is currently
drafted. If the government insists on pushing it through
the Legislature, significant changes must be made to it.
More specifically, we recommend the changes included
in the appendix attached, which are directed toward the
governance and arbitration components.

Let me end with a short illustration of the financial
impacts on my county. First, we already know that our
regular annual OMERS premium is going up by $125,000
in 2006. To some of you, $125,000 might not sound like
much, but in Hastings county it represents a 1.25% tax
increase.

Second, we have costed all of the 10 supplemental
plans identified by OMERS that would be possible as a
result of Bill 206. Those costs range from $95,000 to
well over $1 million annually, and would have to be
added to the county’s budget. That translates into $17 per
household at the top end, and when you add in my town’s
costs of $23.30, our taxpayers will be taking a hit of
$41.30 per household. That is unacceptable, especially
when there is no return through improved municipal
services.

The county, along with all 13 members of the Eastern
Ontario Wardens’ Caucus, faces a similar scenario of
rising property taxes to pay premiums for supplemental
plans. We ask you to consider our situation. With a
shortfall of $19.5 million for services downloaded by the
last government and the looming loss of $17 million in
provincial transfers by 2008 under this government’s

OMPF program, eastern Ontario counties are in a finan-
cial crisis.

Having the new costs of this ill-advised bill and the
ongoing costs of subsidizing social programs is like
being tackled and then being piled on. Our taxpayers
cannot and should not bear this new burden that Bill 206
will create. You would be well advised to listen to
municipalities before you move any further forward.

Thank you. We’re open for questions.

The Chair: You’ve left about a minute for each party.
Mr. Rinaldi.

Mr. Lou Rinaldi (Northumberland): Thank you
very much, Warden. It’s good to see you here. It seems
we were together just a couple of days ago.

Mr. Zieman: Right on. It’s nice to see you here.

Mr. Rinaldi: Mr. Mullett, just a clarification; | stand
to be corrected. In your submission when you presented
last time under the Eastern Ontario Wardens’ Confer-
ence, your recommendation was to scrap the simple
majority and go to a minimum two-thirds majority. |
believe that’s what was in your submission; | know | read
it fairly intensively, being close to you. Yet, in this
submission today from Hastings, you’re saying, “That’s
no good. We need an absolute majority, unanimity.” Can
you explain why the change?

Mr. Mullett: 1 would suggest, Mr. Rinaldi, that
looking at two thirds and looking at the unanimity of the
whole thing, the consensus of all parties should be there.

Mr. Rinaldi: Okay. All | was guestioning was that it’s
changed from the eastern Ontario wardens’ presentation
to today’s. What caused that change?

Mr. Mullett: | would say that Hastings county has a
little bit of a different opinion. That’s basically all. We
would like to have closer control of it.

The Chair: Mr. Hardeman.

Mr. Hardeman: Thank you very much for presenting
on behalf of the eastern wardens.

This morning | heard someone suggest that the eastern
wardens had had a presentation on this bill from the
minister, who was introducing it, or at least he had
spoken to representatives of the eastern wardens, and that
there had been unanimous consent on second reading of
the bill, on behalf of everyone, the way the bill was
written. | just wanted to make sure for the record that that
wasn’t the case. In fact, we’ve expressed a lot of con-
cerns about the bill and, as the opposition, we have never
supported the bill unanimously, to get it here or any-
where else. | just wanted to point that out.

Again, on the total process: Could you tell me in just a
few words what you see as the reason for this bill being
before us at all? Do you see a need for this to happen?

Mr. Mullett: If you’re asking me, Mr. Hardeman, |
don’t see a need for it at all. I think it should stay the way
it’s presently operated.

The Chair: Ms. Horwath.

Ms. Horwath: | wanted to ask you about your
perspective when you talk about the final, all-in costs if
all of the supplemental plans were taken advantage of to
their fullest extent. Two questions around that: One is, do
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you really believe that that would happen almost
immediately within the first year or two? The second
question is, do you think that there’s any counter-
pressure in terms of a member’s ability to pay their
portion of any supplementals?

Mr. Zieman: | would only guess on that part of it. |
think that our wages in the eastern portion of Ontario are
much lower than they are here. | would suspect that some
of the members would have a problem with paying that
extra cost. | would like to ask our treasurer and director
of finance, Mrs. Horwood, if she has any comments on
that.

Mrs. Susan Horwood: The costs we provided, that
ranged from roughly $100,000 to $1 million, were
individual. Each of the 10 supplemental plans were
costed separately. Under the best-case scenario, where
solvency was removed, we would be paying over
$100,000 a year for any of those benefits, and the
piggybacking would increase the costs.

So over time, yes, | do believe that they would come
in. We would be into the one-year contracts where they
get one supplemental plan followed by a further supple-
mental plan the next year.

Ms. Horwath: And you don’t think those increases
would be in any way counterbalanced by the fact that
plan members would also be paying in, and so that would
then perhaps be a deterrent for them to be asking for the
moon?

Mrs. Horwood: | would suggest that when the first
group that wants it goes to arbitration and gets it, it will
fall into all the contracts.

The Chair: Thank you very much for being here today.

CITY OF BRAMPTON

The Chair: Our next delegation is the city of
Brampton. Welcome. If you can identify the speakers
today for Hansard. When you do begin, after you have
introduced yourself and the organization you speak for,
you’ll have 15 minutes. If you leave time, we’ll be able
to ask questions.

Ms. Sandra Hames: Thank you. Good morning,
Madam Chair and members of committee. My name is
Sandra Hames, and I’m a councillor in the city of Bramp-
ton. With me today to my right is Marilyn Lembke; she’s
the manager of compensation and benefits at the city of
Brampton. To my left is Deborah Reader, assistant to the
city manager.

I’ve lived in Brampton for over 30 years, and I’ve
been very proud to represent its taxpayers as a city coun-
cillor, since 1991. | also represent Brampton on the board
of directors for the Association of Municipalities of
Ontario, and | currently serve as chair of the Large Urban
Caucus on that association.

On behalf of Mayor Fennell, who couldn’t be here
today, and Brampton council, 1 want to thank you for
giving me this opportunity to bring our concerns and
recommendations to you for Bill 206. My purpose today
is to inform you of the position that Brampton council

has taken on Bill 206 and to let you know that, as an
employer member of OMERS, the city of Brampton
supports AMO’s position on Bill 206.

I will outline Brampton’s concerns on the bill, and in
particular, the impact on the business and residential
taxpayers of Brampton should this bill be implemented as
it has been amended at second reading. Finally, I’ll
provide you with our recommendations on the bill.
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Brampton council has reviewed the financial impacts
of Bill 206 and agree that it could not responsibly support
the proposed changes to OMERS for the costs that will
be passed on to Brampton taxpayers. As an employer
member of OMERS, we agree with the issues that have
been raised by AMO. Therefore, Brampton council
passed a resolution at its meeting on November 14,
which you would have received in our earlier submission,
requesting the provincial government to reconsider pro-
ceeding with Bill 206 in its current form. The city of
Brampton did in fact provide comment to that first
standing committee, which you all should have received.

Once Bill 206 was amended at second reading and our
review of these amendments was completed, Brampton
council passed a further resolution on January 16 to con-
tinue to support AMQ’s position.

Brampton’s review of Bill 206, as amended at second
reading, recognizes three concerns:

(1) That supplementary plans shall be established
within 24 months from when the act comes into force for
police, fire and paramedics;

(2) That the bill continues to provide binding medi-
ation or arbitration to resolve disputes at the sponsor
corporation level; and

(3) The overall cost impact to the municipality from
this legislation that will be passed on to Brampton tax-
payers.

I will outline our concern with each of these issues in
the next few pages.

The amendments to Bill 206 that were made at second
reading now require that supplemental plans be estab-
lished within 24 months from when the act comes into
force for police, fire and paramedics. Also, the newly
amended bill limits one supplemental plan per negotiated
collective agreement that has the potential to diminish
long-term collective agreements. It continues to provide
for binding mediation-arbitration at the sponsor’s cor-
poration level.

The decisions for contribution rates and supplemental
plans are now out of the board’s control and become the
award of an arbitrator. This award will have a direct
impact on the municipal tax rate, where the cost is borne
by the taxpayer, without consideration of the munici-
pality’s affordability or budgeting process.

Costs associated with the establishment of a sponsors
corporation are estimated by OMERS to be between $5
million and $15 million, funded through OMERS. Em-
ployers and employees will be responsible for increased
administration costs, resulting in contribution increases
and raising municipal tax rates.
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Supplemental plans for fire employees alone, based on
Brampton’s 2005 complement, represent a total increase
of $2.5 million, or a 101% increase to the corporation’s
contributions to OMERS, and this doesn’t include the
regional levy for police and ambulance costs.

Other potential costs to a municipality that are passed
on to the taxpayer include increased administration costs
for OMERS, potential costs of acquiring the necessary
pension/actuarial expertise and potential higher wage
increases that may be negotiated to offset the extra costs
to the employees of supplemental plans.

After Brampton reviewed these financial impacts and
the costs that will be passed on to Brampton taxpayers, it
was agreed that council could not responsibly support the
proposed changes to OMERS.

Before the bill proceeds to royal assent, the city of
Brampton recommends that the province undertake a
financial and logistical impact study of the proposed
changes to the structure of OMERS. We ask the province
to consider in this review the original intent of the devo-
lution of OMERS for autonomy in the composition and
decision-making processes for the sponsors corporation.
The simple majority vote and its implication for binding
arbitration should be eliminated for the sponsors corpora-
tion to operate efficiently.

Lastly, we ask that you remove supplemental plans,
due to the potential cost impacts that these will have on
the city of Brampton and our citizens.

Finally, 1 did present to you in the package a letter
from Michael Luchenski, the president of the Brampton
Board of Trade. | would just like to highlight a couple of
paragraphs in that letter. In the first paragraph: “In parti-
cular, we are concerned about the serious financial
implications that this proposed legislation will have for
municipalities and ultimately for businesses and residen-
tial taxpayers.”

In the last paragraph: “In recent years, our municipal-
ity and many others throughout Ontario have experienced
significant tax increases that impose an increasingly
heavy burden on business and residential taxpayers. The
proposed Bill 206 to reform OMERS legislation will
exacerbate these increases, with no additional benefit or
value in programs, services or infrastructure to taxpayers.
Bill 206 will have the effect of removing the related costs
from the general budgetary process and thereby impose
an unnecessary tax increase. This is unacceptable and
detrimental to the competitiveness of our economy.”

I would suggest that you read the rest of this letter
from the board of trade.

I would like to thank you for your attention. We’d be
happy to answer any questions that you may have.

The Chair: You’ve left two minutes for everybody to
ask questions, beginning with Mr. O’Toole.

Mr. O’Toole: Thank you very much for your presen-
tation. We’ve heard many of the same concerns. | hope
that Mr. Dhillon and Mrs. Jeffrey—I see they’re copied
on this memo—represent their actual constituents, as
opposed to the rough handling by the McGuinty

government of downloading this responsibility to the
municipality.

I just want to ask one question, primarily to the staff:
What per cent of your operating budget today is wages
and benefits? That’s a pretty standard question. It’s about
75% to 80%, probably?

Ms. Marilyn Lembke: At this point, | think it’s about
79%.

Mr. O’Toole: So this implication for enhancement,
implicit in all municipalities, is really, ultimately, a
payroll issue. Can you tell me why you believe the
government is doing this? | don’t see how it’s affecting
the vast majority of these entitlements which have been
negotiated by municipalities. You’ve got the arbitration
factor in here as well, where it takes a big part of your
future costs. As | see, it’s a 101% increase. These are
pretty considerable. You’re elected as well.

Ms. Hames: | believe they were doing this initially for
autonomy on the OMERS board. We believe that this
will not be an autonomous board. We’ll be negotiating at
the local level.

Mr. O’Toole: Do you recommend that the govern-
ment completely remove and reconsider this bill?

Ms. Hames: We’re asking that the province undertake
a financial and logistical study before they proceed with
the bill. We’re asking them to review the original intent
of the OMERS devolution bill.

Mr. O’Toole: | appreciate that. Thank you.

The Chair: Ms. Horwath.

Ms. Horwath: I’m wondering about your assertions
on page 7, where you speak to the supplemental plans for
fire employees alone creating an increase of $2.5 million,
a 101% increase in the contribution to OMERS. Can you
explain where you get those figures from and what your
assumptions are behind some of those calculations?

Ms. Lembke: We participated in a costing analysis
that AMO had asked of municipalities. It was prepared
by municipal finance officers. We took our current pay-
roll, as of 2005, and we then costed out the supplemental
plans of 2.33% and the 25 and out, and that came to a
total of $2.5 million, which represents a 1.67% tax
increase to our taxpayers at this point. It does not take
into account salary increases that have been negotiated. It
was strictly based on 2005 figures. The firefighters
negotiated, | think, an increase of 3.5% in 2006, and that
will of course enhance or increase any of those if it goes
forward.
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Ms. Horwath: Can | ask two things, then, in your
experience with negotiations with the fire association,
since we’re on that as an example? First of all, to what
extent do your negotiations tend to be successful in terms
of gaining collective agreement, or to what extent do they
end up in arbitration? Secondly, do you expect, in your
experience, that the requests for supplementals may be
offset by perhaps reduced requests for wages, for
example, so that when you’re looking at your negotia-
tions, you’re looking at a compensation package that
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might—the pressure for additional supplementals might
therefore be reducing the requests for wage increases?

Ms. Lembke: In response to your first question, of the
last five collective agreements that we have negotiated
with fire, four have gone to arbitration. In regard to off-
setting wages, the general conversations or notes to
collective agreements right now—we do not have one
with our fire association, but there have been fire asso-
ciations throughout the province that have requested that
municipalities or the employer put in a letter that in the
event that the accrual of the 2.33% goes in, the
municipality or the employer will consider paying the
difference. So now they’re saying, “Yes, we want the
2.33%, but we also want the employer to pay the
difference, what that would cost the employee.”

These are areas that aren’t out there a lot. We know
it’s been talked about in compensation groups that I’ve
been involved in. That’s another major impact to the
corporation or to any employer.

The Chair: Mr. Duguid.

Mr. Duguid: | notice on page 5 of your report, and
this is what you’ve said as well, that you’re concerned
that “the newly amended bill limits one supplemental
plan per negotiated collective agreement.” You indicated
that “that has the potential to diminish long-term collect-
ive agreements.” I’m assuming that you’ve looked at it
from the employees’ side as well, because we’ve heard a
lot from the employees’ side at this committee, and there
is a tolerance as to how much the employees can afford.
You seem to be forgetting that anything that costs the
employer is also going to cost the employee. Have you
taken that into consideration at all? It seems, when you
make a statement like that, that you’re totally ignoring
the fact that employees are not going to be able to afford
to ask for all the benefits that may be available, certainly—
probably ever.

Ms. Hames: We haven’t disregarded that at all. In
fact, we did say that it’s an additional cost to our employ-
ees also. But the employees, especially those in a union
that can negotiate an increase, will then tend to negotiate
that increase to include that cost. That is our fear in the
negotiated increase. Then we have on the other side the
employees who are not in any union, and we have to deal
with their increases as well. In the end, once one em-
ployee group negotiates an increase to deal with that
supplemental, to deal with that additional cost, it
reverberates to everybody in the organization to do that.

The Chair: Thank you.

Mr. Duguid: Madam—

The Chair: It had better be a really quick question.

Mr. Duguid: Just going back to page 7, where you’re
indicating, “Potential higher wage increases that may be
negotiated to offset the ... employees of the supplemental
plans,” | agree with Ms. Horwath. | think it’s the other
way around. You’re given a package that a group would
come in to collective-bargain with, and in all likelihood,
even an arbitrator—it’s not carte blanche. Employees
don’t get everything they ask for in arbitration. You seem
to be suggesting that everything employees ask for in

arbitration, they get. If that were the case, firefighters and
police would be making $200,000 and $300,000 or more
each year. Maybe they already do, but | don’t think they
do.

Interjections.

Mr. Duguid: Some people are nodding their heads.

The Chair: Ms. Hames, I’m going to let you have the
last word.

Ms. Hames: | don’t have the figures right in front of
me, but four out of our last five negotiations went to
arbitration, and there were substantial increases to the
firefighters in that, over and above what everybody else
in the corporation was receiving, in four out of the last
five.

The Chair: Thank you very much for your delegation.

Ms. Hames: Thank you very much, committee, for
your time.

POLICE ASSOCIATION OF ONTARIO

The Chair: Our next delegation will be the Police
Association of Ontario. Good morning, and welcome. As
you settle yourselves, I’'m sure you’ve heard this a
number of times, but could you introduce the individuals
who will be speaking and the organization that you speak
for. When you do begin, you will have 15 minutes. If you
leave time, we’ll be able to ask questions or make
comments.

Mr. Bruce Miller: Thank you. Good morning. My
name is Bruce Miller. I’m the chief administrative officer
for the Police Association of Ontario. To my right is Bob
Baltin, our president, and to my left is Dave Wilson,
president of the Toronto Police Association.

The Police Association of Ontario, or PAO, is a pro-
fessional organization representing 30,000 police and
civilian members from every municipal police asso-
ciation and the Ontario Provincial Police Association.
We’ve included further information in our brief on our
organization.

We’re also pleased to advise that a number of our
members are in attendance today to lend their voices to
this important discussion. Unfortunately, they couldn’t
get into the room today, but we have members here from
across the province, including Brantford, Barrie, Chatham,
Durham, Halton, Hamilton, London, North Bay, Niagara,
Ottawa, Peel, Peterborough, south Simcoe, Sudbury,
Toronto, Waterloo, York and Windsor. | apologize to
those members that I’'ve missed. We’re also joined by
members of the Ontario Professional Fire Fighters
Association, who are here in support today.

We appreciate the opportunity to provide input into
this important process. Both the OMERS board and its
shareholders agree that greater autonomy over pension
benefits should be provided to all municipal employees
and employers. Our association has worked co-operative-
ly with all stakeholders on the matter of OMERS auton-
omy. While some groups have been resistant to the
government’s proposals, we have worked closely with
the Ontario Professional Fire Fighters Association to
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forge a common position for emergency first responders.
We are pleased to report that our two organizations are
united and will carry forward the same message to the
Ontario Legislature. We would, however, like to focus
our attention on the importance of these legislative
changes to the police community. As you know, we
appeared before this committee on this important issue
on November 23, and we have copied our previous brief
for your information. We would like to use our appear-
ance today to clarify certain issues and to answer any
questions that you may have.

We would like to start by commenting on some of the
unfounded claims made by some that the legislation does
not have the support of all employee groups. We strongly
disagree with this and are here today on behalf of our
entire membership, which was united in support of this
legislation.

Some employee groups would tell this committee that
the proposed changes to the municipal pension plan are
being done in haste and without due consideration or
regard for all policy impacts. To the contrary, compre-
hensive consultations and discussions on OMERS auton-
omy have been ongoing since 1995. Despite best efforts
over this period, these talks have failed to achieve results
until now.

This government made a clear commitment to move
this issue forward. It is indeed unfortunate that certain
groups refused to participate fully in the process. Members
of this Legislature are to be congratulated for considering
this important legislation. It is time that corrective steps
are taken to ensure that Ontario’s emergency service
workers do not lag behind their colleagues in other prov-
inces and jurisdictions throughout North America.

There has been a great deal of controversy and,
frankly, misinformation over the cost implications of the
supplemental plans for police personnel, and we would
like to set the record straight. We would also like to point
out that these plans are not mandatory and must be
negotiated locally to meet local needs.

We have used figures from the city of London as an
example. London has 551 police officers and 176 civilian
members. London is facing the same challenges with
regard to violent crime as other communities across the
province. Last year, London was hit with a record number
of homicides. The crime rate increased; assaults on police
officers rose by 98%. Two of their police officers were
shot in the midst of a triple homicide, and several others
were shot at in another incident. The London situation is
representative of the need to ensure that police services
are continually rejuvenated with front-line personnel who
possess the youth and physical ability to perform their
required duties.
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We have costed out the various benefits available
under the supplemental plans that could be paid by both
employees and employers when solvency relief is in-
corporated. We have also included the costs for London’s
fire personnel. There is a table included with our brief
that lays out all the costs in a transparent manner. Frankly,

some individuals and organizations have exaggerated the
cost predictions. An 80 factor for police officers works
out to only $364 per member per year. That figure is
equivalent to an eyeglass coverage benefit. An 85 factor
for civilians is even more affordable.

The London police service has a budget of over $66
million. The total cost to the employer and employees of
incorporating the lower retirement factors would be
$229,000 for each group. To put things further into
perspective, a 2% pay raise for London police personnel
equates to over $1.2 million.

We note that AMO in their previous presentation to
this standing committee estimated the cost to London for
police and fire benefits to be approximately $8.3 million.
We ask you to note that these benefits are not mandated
and must be negotiated locally to meet local needs. Our
members pay equal contributions to that of employers
and are also very conscious of increased costs. There are
legislative restrictions on negotiating more than one
benefit at a time. The 2.33% accrual rate and the 80
factor both promote early retirement, so there would be
no need to negotiate both benefits. Finally, a four-year
average’s earning is also available at a lower cost.

The most costly scenario would see the following
benefits available to London’s police and fire: a 2.33%
accrual rate for NRA 60 personnel, an 85 factor for NRA
65 personnel and the best three final average earnings for
all personnel. In the highly unlikely event that all the
benefits were available, the cost would come in at a little
over $2 million and is a far cry from AMOQ’s estimate of
$8 million.

We have done similar comparisons in other locations:
Aylmer, $29,000 versus AMO’s estimate of $119,000;
Brockville, $178,000 versus AMOQ’s estimate of $654,000;
Hamilton, $2.8 million versus AMQO’s estimate of $11.4
million; and St. Thomas, $251,000 versus AMQO’s estimate
of $912,050.

As members of our community who pay taxes and
raise our families, we want to ensure an affordable pension
program. This bill includes reasonable safeguards to
ensure an affordable program. We assert that the govern-
ment’s proposed changes are within reason and can be
tailored to meet the needs of employers, employees and
local communities.

We would also like to comment on the merits of
OMERS remaining as a defined benefit plan. The PAO
believes that section 9 as originally introduced should be
reinstated so the statute is absolutely clear that every
OMERS pension plan remains a defined benefit plan.
Studies have consistently shown that defined benefit
contribution plans result in significantly lower benefits
than defined benefit plans, that members in defined con-
tribution plans cannot retire due to low benefits and that
administration costs associated with defined contribution
plans are also much higher.

The other specific area we’d like to comment on is the
CPP offset. The legislation puts a cap on the CPP offset.
Our retired members have correctly pointed out that this
would effectively prevent the CPP offset from ever being
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brought in line with our other plans. We believe that this
is an area that should be left to the sponsors corporation
and would urge that the legislation be amended. We have
also made some other specific recommendations for
change which are included in our brief.

Police and other emergency workers are unique
employer and employee groups in the OMERS pool.
Improving pension benefits would help to retain experi-
enced police personnel in today’s highly competitive job
market and at the same time would also help to attract
qualified personnel to the profession. High-stress shift
work contributes substantially to the need for an early
exit option. Plans such as these also ensure that police
services are continually rejuvenated with the front-line
personnel who possess the youth and physical ability to
perform their required duties.

The demographics of policing are changing. Ten years
ago the average entry age for a new officer was 21. The
Ontario Police College reports that the average entry age
is now 29. This is coupled with the reality that the pro-
cess of civilianization in police services has forced older
officers to remain on the front lines.

Ontarians realize the challenges to community safety
that police are dealing with across Ontario. We believe
that Bill 206 will enhance policing and community safe-
ty, and would urge its speedy passage.

We would like to thank the members of the standing
committee for the opportunity to appear before you once
again and would be pleased to answer any questions you
may have.

The Chair: You’ve left about a minute and a half,
generally, beginning with Ms. Horwath.

Ms. Horwath: I'm really pleased that you put
together a comparison in terms of calculations that you
undertook versus calculations that we’ve seen from other
municipalities. I’m wondering if you could give me a
quick understanding of why the numbers are so different
from your calculations versus the ones that were
previously before the committee.

Mr. Miller: Other groups have costed benefits that are
not on the table. I’ve heard groups speak of 25 and out
and things of that nature that aren’t being proposed.
Certainly, the Minister of Finance has promised solvency
relief on these supplemental plans, which is going to
make things affordable not only for employees but
employers as well.

Ms. Horwath: | have one last question. When you
indicate at the beginning of your brief that all employee
groups support the legislation, | don’t think that that’s
quite true. Perhaps all employee groups that you repre-
sent across the province support the legislation.

Mr. Miller: Sorry. Just to clarify, if |1 misspoke, my
point was to say that some are claiming that all employee
groups don’t support the legislation. But certainly in the
policing community, our support for it is universal.

Ms. Horwath: Right, and that was the clarification:
within the policing community, within the fire commun-
ity. But I think we’ll hear later on today that there are

some concerns from other employee groups that haven’t
been considered by the government.

Mr. Miller: That’s right. Certainly.

Ms. Horwath: Thank you very much. | appreciate it.

The Chair: Mr. Duguid.

Mr. Duguid: I guess in comments I’ve heard from the
opposition party today, | was a little surprised to hear Mr.
O’Toole, for instance, suggest that he would support a
delay of this legislation to further study it. I would ask
for your comments on that. Would you support further
delay, or do you think it’s time the government finally
moved forward with doing something that | thought the
previous government was planning on moving forward
with as well, some time ago?

Mr. Miller: Certainly talks were first introduced in
1995. | think | am the most unfortunate person in the
room, because 1’ve been the only one at the table con-
sistently since that time.

In any event, it was moved forward under the govern-
ment of the day in 1995. It was moved forward again
under Mr. Eves’s government, and certainly the Premier
made a clear commitment going into the election that this
issue was going to be moving forward. Frankly, we have
had ongoing discussions since 1995. Some of the mis-
information, I think, is unfortunate, because certain stake-
holder groups did not come to the table. But that was
their choice.

Mr. Duguid: Mr. Rinaldi has a quick question, Madam
Chair, if there’s time.

Mr. Rinaldi: Just a quick question. | guess the mis-
understanding, or the not being clear—including me, |
must say. When we talk about the calculation of the
costs—the exercise that you took when you were doing
your costing using London as an example—are you com-
paring apples to apples with the scenarios they’ve used?
There’s a huge discrepancy. | guess I’ve got to get it
clear, following Ms. Horwath’s question. Are we costing
the same things?

Mr. Miller: That’s where | go back to—the costing
formula is transparent and clear. | just invite the members
of the committee to look at how these are being costed
out. I think you will find that these figures are accurate
and way below some of the unaffordable costs that our
members wouldn’t support.

The Chair: Mr. Hardeman.

Mr. Hardeman: Thank you for the presentation. |
appreciate the clarification of “all groups supporting it.” |
noticed, by the newspaper ads, that CUPE is not totally
enamoured with the legislation.

| just want to go to the numbers, and | think this is so
important. There is a great discrepancy between what the
municipalities—the employers—and the employees are
saying the cost of this plan will be. I’ve been putting
forward that | believe that the impartial third party should
be the government that is introducing the legislation.
They should come forward with the accurate numbers,
what they project it will cost to do this, rather than asking
the committee to make the decision of one or the other.
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In your explanation, Bruce, you mentioned the fact
that the municipalities are using some things in the
supplementary plan that are not available. But under this
bill, is it not possible for the sponsoring body, the board,
to in fact include more things in the supplementary plans
in the future? Some of the items that you mentioned,
which you say are not there today, could be there two
years after the devolution of this plan, could they not?
Would that not bring forward concerns about what will
happen if that can all be done through arbitration?

Mr. Miller: In terms of any argument, anything is
possible, but it’s certainly something that our group would
have great concerns about because there are huge cost
implications here. | think, when the Minister of Finance
comes out and makes a clear statement that solvency
relief is forthcoming, it’s going to have a huge impact on
these costs, and it’s not realistic to cost these benefits
without including solvency relief. Let’s look at the realistic
situation: We’re talking about $364 of benefits. Those are
the ones that are affordable to employees and employers,
not the pie-in-the-sky benefit costs that will never appear
and, frankly, wouldn’t be acceptable to both employees
and employee groups.

The Chair: Thank you very much. We appreciate
your being here today.

Mr. Miller: Thank you.

Mr. O’Toole: On a point of order, Madam Chair: On
the question that Mr. Hardeman raised, and the
discrepancy that Ms. Horwath raised as well, | would ask
legislative research or someone to come up with numbers
that compare AMO and the presentation we just had. At
the end of the day, it’s a reasonable question to ask—the
parliamentary assistant is here and there are ministry staff
here as well—to clarify what this shift of responsibility is
going to cost.

The Chair: Okay. That’s been recorded.

CANADIAN UNION OF PUBLIC
EMPLOYEES, LOCAL 4400

The Chair: Our next delegation is the Canadian Union
of Public Employees, Local 4400, Toronto. Good after-
noon, and welcome. Thank you for being here today.
Before you begin, if you could identify yourselves and
the group that you speak for. When you do begin, you’ll
have 15 minutes. Should you leave time at the end, we’ll
be able to ask questions or make comments.

Mr. Jim McQueen: Thank you. My name is Jim
McQueen. I’'m representing CUPE 4400.

Ms. Colleen Costa: Hi. I’m Colleen Costa. I’m also
representing CUPE 4400.

Mr. McQueen: I’d like to thank the committee for the
opportunity to speak to you today.

CUPE 4400 represents some 15,000 educational em-
ployees in the city of Toronto. It also represents the
second-largest employee group enrolled in the OMERS
pension plan. At the outset, we would point out that

CUPE 4400 is a member of CUPE Ontario and endorses
their submission to this committee.

We would begin by congratulating the government for
initiating a review of the OMERS pension plan with the
intention of creating a partnership between the employer
and employee groups that fund the plan. That said, we
would point out that meaningful partnerships are created
by thoughtful negotiations between the parties, as opposed
to a legislated arrangement imposed on groups. We
acknowledge that the proposed legislation is a good
beginning and recommend that the government postpone
passage of the act to allow the two interested parties to
meet in face-to-face discussions. The purpose of these
discussions would be to recommend to the government
legislative changes supported by all parties which would
design an appropriate model for OMERS. This would
result in a pension organization best suited to the partners,
providing long-term stability and guaranteeing the
creation of an amended pension plan that would act in the
best interests of the members of OMERS.

CUPE 4400 has significant concerns about the pro-
posed amended legislation. Most of our concerns are
administrative, which we’ll itemize later in this brief.
However, as an overview, we believe that the legislation
as presently written is unworkable and designed to create
impotency and chaos, with most power resting with an
unaccountable administrative corporation. The effect of
the legislation is to create a sponsors corporation made
up of multiple organizations, none of which have unity of
purpose and many of which may want to play out a
political agenda that has nothing to do with the welfare of
the participants of the pension plan.

Moreover, the decision-making process requires a
two-thirds majority to make decisions on matters of
importance to the welfare of the members. This require-
ment is unconscionable. Our political system, our social
beliefs and our society create a reasonable standard of a
majority vote as the means of determining approval for
day-to-day decisions. Only in those cases where profound
decisions are required is that standard raised. Time-to-
time decisions made for the benefactors of a pension fund
can hardly be defined as profound. CUPE 4400 believes
that the requirement of a two-thirds majority, combined
with the above-referred-to lack of unity and possible
diverse political agendas, will result in a stalemate which
will degenerate into bickering, with few or no decisions.
While there is an arbitration system established, this
process should not be the usual course for decisions.
Experiences in other pension plans show that only in the
most extreme cases should partners seek recourse to
these provisions.

In relationship to specific concerns, CUPE 4400
believes that the composition of the sponsors corporation
is too large and unwieldy. There is no necessity to have
22 individuals appointed to the corporation. This problem
is compounded when the individuals come from diverse
organizations driven by agendas particular to their or-
ganizations and without a commitment to the welfare of
OMERS or its members. The number of members of the
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sponsors corporation should be reduced to a smaller
number agreed upon by the partners, with their method of
selection determined by the partners.

In relationship to the administration corporation, we
have similar concerns about the size of the corporation.
Additionally, the powers of the administration corpor-
ation are too broad and result in the control of OMERS
by the administration corporation. These powers should
rest with the sponsors corporation. Administrators’ powers
should be just that: They should be limited to the day-to-
day administration of fund and investment recommenda-
tions.

In relationship to the advisory committees: These
committees are surplus and perform functions best left to
the partners corporation. The existence of these com-
mittees enhances the possibility of dispute through com-
peting groups demanding different benefits.

In relationship to voting: For the reasons outlined in
this overview, the number of votes necessary to make
decisions should be a simple majority. In addition, the
referral of issues for mediation should occur when a
sponsor requests it, as opposed to the requirement that
there be a majority vote on the partners corporation
before an issue is referred.

The provisions made for police and firemen only are
discriminatory, especially as they relate to women, and
create unequal benefits for the members of OMERS. The
ability of all members of OMERS to negotiate supple-
mental plans should be clearly stated. Additionally, the
caps specified in the bill should be removed. These issues
are presently controlled by pension law. Any changes
should be determined by the sponsors corporation and
existing legislation.

Member organizations should vote based on the
concept of representation by population in whatever the
structures the sponsors corporation or participating or-
ganizations determine to be essential to meeting the goals
of a true partnership.

The responsibility of the government for OMERS
should not conclude with the passage of the act. The
design of a pension partnership, a partners’ agreement,
rules and procedures governing the partners and
administration corporation and the myriad of necessary
procedures are complex. The government should under-
take to provide the guidance, forum and mediation
necessary to ensure that these complexities are properly
dealt with and resolved.

In conclusion, CUPE 4400 would reiterate its com-
pliment to the government for its attempt at changing the
relationship at OMERS. We would now ask that the
committee take into account the contents of this paper
and follow the directions set out, which we believe would
create an OMERS pension dedicated to good manage-
ment, with the interests of the members paramount in its
operation.
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CUPE 4400 believes that the present version of Bill
206 is badly flawed because it does not deal with the
present difficulties of OMERS. In fact, the bill com-

pounds the problem through a complex structure and
voting requirements which have the potential to render
the OMERS pension moribund and stagnant.

I would just make one final comment, if 1 may, and
I’m referring to the introduction; | know I’ve got it back
to front. The underlying rationale for our presentation
today is the need to establish a co-operative of employees
and employers dedicated to a single purpose: proper
management of OMERS to create the best possible
pensions for its members.

Chair, 1 would ask if you would recognize Colleen
briefly.

Ms. Costa: I'm an office administrator with the
Toronto District School Board and also a 10-month, one-
week employee. | also represent over 8,000 members of
CUPE Local 4400, Toronto education workers. | wanted
to speak to you to give you some idea of the problems
our members deal with, to give some reality of the issues
that you are discussing today and to underscore the com-
plexities of pension discussions.

Many of our members are special-needs assistants,
educational assistants, office admins and clerical staff,
music instructors, and safety/hall monitors, to name a
few. These are staff who take care of our children. Many
of these employees are 10-month employees. The effect
of this is that, after a 20-year career, a woman at age 65 is
20 months short of a full pension because of the nature of
her employment. The imposition of an additional two
years of employment to reach full pension is unfair.

Mr. Duguid is quoted in the paper today praising
firemen and police for their service and bravery as they
carry out their duty and indicating that they deserve
consideration at the time of retirement. | endorse these
comments, but | question whether a 60-year-old woman
working in a special-education class, subject to struggle
with an out-of-control youngster, is at any less danger
and not deserving of consideration at the time of her
retirement as the result of her contributions to society and
the welfare of its citizens.

We wish to have a voice to negotiate pension im-
provements for our members. We need reasonable people
to sit down and make reasonable solutions. Thank you
for listening. I’m positive we can work together. This
issue is too important not to take the time to get it right.

The Chair: Thank you. We have about a minute and a
half for each party, beginning with Ms. Sandals.

Mrs. Liz Sandals (Guelph—Wellington): You’ve
made some rather dramatic statements, Jim, about the
composition of the sponsors corporation. You’re talking
about the fact that you think the current composition has
members who do not have a commitment to the welfare
of OMERS; essentially, by implication, that is what
you’re saying. 1I’m wondering which members you’re
suggesting should be removed from the current sponsors
corporation.

Mr. McQueen: Well—by the way, how are you?

Mrs. Sandals: Fine, thanks. Jim and | know each
other.
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Mr. McQueen: We’re not suggesting removal. What
we are suggesting is that the number is too large. We
believe that if the employee groups get together and the
employer groups get together, they can hammer out and
find the best way to find delegates that they can send,
then, to the partners corporation. They also can develop
the structures necessary to make OMERS function.

I would use the analogy, and I’m sure you won’t be
surprised, of the teachers’ pension fund, where it has a
limited board of directors, and their only job is to repre-
sent the groups, the teachers or the employer—in this
case, the Ontario government—but at the same time to
operate the funds in the best possible way.

The problem you have now, especially in the
legislation, is that you have all of these groups come
together. There’s no suggestion or process as to how
they’re going to work out the transition here or the
bylaws or anything else, and right at the moment, as has
been evidenced by the evidence you’ve received, they
have conflicting positions. What we would like to see is a
co-operative model created whereby everybody is on the
same page, attempting to do the same thing.

Mrs. Sandals: But surely, together, if you remove
players, you are in fact going to create more issues rather
than less issues, because you’re going to have more
people feeling disenfranchised. One of the issues that
I’ve certainly heard about in my constituency office is the
concern about non-unionized employees and their repre-
sentatives.

The Chair: Thank you, Ms. Sandals.

You can respond to that.

Mr. McQueen: What we are suggesting is that, outside
of the OMERS structure, these groups can come together,
make their decisions and decide who they want to
represent them. Those people can then have their marching
orders and can go to the meetings with instructions on
how they will act. | don’t think anyone loses any repre-
sentation by virtue of reducing the size.

The Chair: Mr. Ouellette.

Mr. Ouellette: Thank you very much for your pres-
entation. Mr. McQueen, you mentioned during your
presentation—it was very specific—that you felt there
were certain discriminatory acts toward women, parti-
cularly with the fire and police. What part of the bill are
you referring to specifically?

Mr. McQueen: It’s in relationship to the supple-
mental plans.

Mr. Ouellette: So it’s just as relates to the supple-
mental plans?

Mr. McQueen: That’s right.

The Chair: Mr. Hardeman.

Mr. Hardeman: | too want to go to the supplemental
plan. First of all, | want to say, on 25 years in the fire
service, that | appreciate Mr. Duguid’s comments about
requiring an adequate pension plan when they’ve served
their community so well. My question really is to Mr.
Duguid. If we work on the premise that they will all be
negotiated, that it will be mutual agreement by employer
and employee, why is a supplemental pension plan not

good for all employees? If at the end of the day the
decision on supplementary plans and what type of pension
we’re going to have has to be supported by everybody
involved, | can’t understand why this bill would then not
allow supplementary plans to whichever employee
groups and employers felt it appropriate to negotiate one.

The Chair: So your question is to Mr. Duguid and not
to the delegation?

Mr. Hardeman: Yes. The question is to the parlia-
mentary assistant.

Mr. McQueen: | support his question.

Mr. Duguid: The simple answer is that the bill
doesn’t prohibit supplementary plans to be negotiated by
other parties.

The Chair: Thank you very much for being here today.
We appreciate—

Ms. Horwath: Madam Chair?

The Chair: Sorry. | forgot Ms. Horwath.

Ms. Horwath: | wanted to explore the same issue. It
seems to me that the history of this bill—not the past
history, but this bill particularly—saw many of the
employee groups working together to hammer out where
everybody stood in terms of what they’d like to see
happening with the devolution of OMERS. I’m putting
this out to you as a question, because this is how I see it
in my mind. Everything was rolling around fine until the
actual legislation was tabled by the government and the
government decided to treat different employee groups
differently in this legislation. As a result, you now have
employee groups that are very much invested in this issue
but, unfortunately, there is no longer any consensus at all.
The issue is around the caps and around the extent to
which supplemental agreements are supported by the bill.
Can you comment on that in terms of the perspective that
I see and whether or not you think the government did
the right thing by dividing employee groups in the tabling
of this bill?

Mr. McQueen: The simple answer is that | would
concur with your description of the issue, but I also
would extend it to the point that at some stage you’ve got
to pull all of the employee groups together, all of the
employer groups together, synthesize their approach and
then come up with a single plan that everyone can support.
I would use the Ontario teachers’ pension plan as evi-
dence of the possibility of this. So it can be accomplished.
That’s why we say the bill is fatally flawed, because that
co-operative environment is not established.

The Chair: Thank you very much for being here. We
appreciate your time.

Mr. O’Toole: | have another question of the legis-
lative researcher or legislative counsel.

The Chair: Can | address this group so we can get the
next group going, and then you can ask your question?

Thank you very much. We appreciate your being here
today.

Mr. McQueen: Thank you.

The Chair: Mr. O’Toole.

Mr. O’Toole: | was looking at section 4 of the bill
under “Supplemental plans.” It does specify police and
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fire, and | gather it also now includes ambulance. I’d ask
research to determine if in fact it does discriminate—as
Mr. Hardeman has suggested in his question to the
parliamentary assistant—which is eminently unfair and
impractical.

The Chair: Thank you, Mr. O’Toole.
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MAYORS AND REGIONAL CHAIRS
OF ONTARIO

The Chair: The next delegation on my list is the
Mayors and Regional Chairs of Ontario: Mr. Garrett.
Welcome. We’re glad you’re here today.

Mr. Michael Garrett: Thank you, Madam Chair.

The Chair: If you could identify yourself and the
group that you speak for, and when you have introduced
yourself for Hansard, you will have 15 minutes. If you
leave time, there will be an opportunity to ask questions.

Mr. Garrett: All right. Good afternoon, Madam Chair
and members of the standing committee. My name is
Michael Garrett. I’'m the chief administrative officer for
the regional municipality of York. I’'m here to speak to
you today on behalf of the mayors and chairs of Ontario
to express our concerns about Bill 206 and to urge the
committee to recommend further consultation and assess-
ment of the full financial implications of the proposed
legislation.

MARCO—the mayors and chairs group—is comprised
of 15 single-tier and regional municipalities across Ontario,
including the cities of Windsor, London, Hamilton,
Toronto and Ottawa and the regions of Durham, Halton,
Niagara, Peel and York. Our member municipalities
comprise 70% of the population of Ontario. We employ
over 62,000 unionized and non-union employees in a
broad range of municipal services, including public health,
social housing, long-term care and the construction and
delivery of important infrastructure. MARCO’s members
are also responsible for police, fire and ambulance services.
As such, MARCO represents a significant portion of
OMERS stakeholders.

MARCO and its members have many concerns about
Bill 206. You will hear from several of our members
during these hearings on issues including governance,
dispute resolution and plan design. I’'m here today to
speak to you about the significant cost implications of
this legislation and the burden those costs will impose on
municipalities and on Ontario taxpayers.

MARCO is definitely not convinced that the OMERS
plan needs to be autonomous from provincial sponsor-
ship. However, if the decision is made for OMERS to be
autonomous, then the change in governance must ensure
continued financial stability of the plan. This would
include fair and equitable treatment of all members and
the containment of costs to all stakeholders.

Bill 206 is not just about autonomy. By combining the
issue of autonomy with the introduction of supplemental
plans into one piece of legislation, Bill 206 threatens to

undermine the viability of the OMERS plan before
devolution has even taken place.

In a letter to the heads of municipal councils in
December 2005, Minister Gerretsen stated that Bill 206
would not impose any new cost or pension benefit on any
employer or employee. It is his belief that municipalities
have overestimated the potential cost of supplemental
plans by assuming total take-up by municipalities and
ignoring the fact that Bill 206 calls on local parties to
negotiate supplemental plans through collective bargaining.

With all due respect to the minister, MARCO stands
firmly behind the cost estimates produced by its members.
These cost estimates are based on reasonable assump-
tions and represent an accurate assessment of the finan-
cial implications of Bill 206 for municipalities and tax-
payers.

Minister Gerretsen is correct when he states that muni-
cipalities have assumed total take-up when estimating the
cost implications of supplemental plans. How can we
avoid such an assumption when employee organizations
who have fought so hard for supplemental benefits for
years clearly intend to see these benefits enjoyed by all of
their members?

In a newsletter to its members in November 2005, the
Police Association of Ontario stated that it “has been
pushing for improved benefits for all police and civilian
members for years.... We have been working with the
Ontario Professional Fire Fighters Association on the
issue and have been a strong, united front.”

The reality of patterned bargaining and interest
arbitration in the emergency services sectors means that
once supplemental benefits are introduced into any
emergency service, benefits will quickly be replicated
across all three emergency sectors, either through bar-
gaining or through arbitration, with little regard for the
actual cost implications on taxpayers.

Minister Gerretsen is confident that employers will be
able to negotiate fair and reasonable contracts and that
employees and employers will make trade-offs with other
salary or benefit items through the collective bargaining
process in order to introduce supplemental benefits.
However, with many years of experience in collective
bargaining with police, fire and ambulance, the members
of MARCO do not share the minister’s optimism. The
associations representing these workers believe their
members have earned the right to enhanced pension
benefits, and they will not readily offer any trade-offs in
exchange for such benefits.

While MARCQO’s members recognize the unique nature
of the work performed by our emergency services, we
also note that salary increases and benefits within these
sectors have consistently exceeded those enjoyed by
other public sector workers. Minister Gerretsen also
believes that we have been overestimating the costs of
supplemental plans by ignoring the fact that under Bill
206 local parties can only agree to include one new
supplemental benefit at a time. However, these benefits
would clearly be cumulative. It is therefore very realistic
for employers to include the costs of all the benefits
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referred to in section 10.1 of the bill when assessing the
potential costs of supplemental benefits.

If supplemental plans are expressly included in legis-
lation, as proposed in Bill 206, employers’ hands will be
virtually tied at the bargaining table, and legislation will
no doubt influence the decisions of interest arbitrators. If
the provincial government truly intends to create auton-
omy in OMERS and believes that the introduction of
supplemental benefits should be a matter of local nego-
tiation, it must not impose any requirements or conditions
in the legislation which may hinder the ability of employers
to freely negotiate future collective agreements.

Each of our members has assessed the cost impli-
cations of Bill 206 for their own municipality. In my
municipality, we’ve used the model developed by the
Municipal Finance Officers Association. If supplemental
benefits were implemented for our police and ambulance
services based on 2006 salaries—that’s not including
fire, by the way—we would see an increase in the
municipal share of OMERS costs of $11 million in one
year. This would result in a property tax increase of 1.9%
or $33 for the average home in York region. Such in-
creases would be required solely to cover the cost of
enhanced pensions and would not result in any increase
in police or ambulance services. The cost projection for
York region is based on all of the foregoing assumptions,
including total take-up and all of the benefits set out in
section 10.1 of the bill. We maintain that this represents a
true and accurate assessment of the total potential costs
of Bill 206 if it is adopted in its present form. These costs
would be imposed on municipalities already struggling
with escalating labour costs in the emergency services
sectors. Once again, it is the taxpayers who will pay the
brunt.

We have not included any estimates of the cost of
providing supplemental benefits to other groups of em-
ployees, but we believe that if such benefits are awarded
to civilian employees in emergency services, we will face
enormous pressure to extend them to other employee
groups.

In assessing the potential costs of supplemental plans,
MARCO’s members, including York region, have assumed
that current solvency funding requirements contained in
the Pension Benefits Act will be amended, as indicated
by the Minister of Finance in a recent letter to our chair.
However, we have yet to see any of the proposed amend-
ments which would be required in order to implement
this change. If solvency requirements are not amended,
the projected costs for my region would increase by
another $1 million.

In conclusion, MARCO and its members are signifi-
cant stakeholders in the OMERS pension plan. We urge
the committee to heed our dire warning about the
significant cost implications of its decision to introduce
supplemental plans. If the intent of Bill 206 is truly one
of autonomy for OMERS, then we urge the committee to
amend the bill so that its sole purpose is the achievement
of autonomy. The sponsors corporation should then be
given the authority to make the changes to the plan and to

engage in a full financial analysis of any changes for all
stakeholders.

In 2004, the provincial government signed a memoran-
dum of understanding with AMO in which it recognized
municipalities as responsible and accountable governments,
and committed to consult with municipalities prior to
enacting legislation which will have a significant financial
impact on them. AMO and the provincial government
established technical committees—I’m on one of those—
to review the impact of proposed legislation. However,
Bill 206 has not been brought to our committee for
discussion.

MARCO now calls on the provincial government to
honour its commitment and to heed the warning of
municipalities regarding the potential cost implications of
Bill 206. We ask that Bill 206 be referred to technical
review so that its full financial impact on the muni-
cipalities can be addressed. This is indeed a serious issue,
and one that has long-term ramifications. We trust that
you’ll take our comments into consideration. Thank you.

The Chair: You’ve left a minute for each party,
beginning with Mr. Hardeman.

Mr. Hardeman: Thank you very much, Mr. Garrett,
for the presentation. It was very thorough and, obviously,
I would assume, accurate, based on the information that
you have at the region. Again, we get different numbers
from everyone who presents. It would seem appropriate
to me that the government would have done some
analysis so they could actually say, “This is what we’re
proposing, and this is how much it’s going to cost.”

One of the things that caught my eye here—it was
from the previous presenter and now it’s in yours too—
was an estimate on other supplemental plans beyond the
police, fire and ambulance that are presently in it. The
parliamentary assistant suggested it’s possible that any-
one under the OMERS pension could negotiate a
supplementary plan under this new structure. Was that
your position, or was that what you understood, too, from
this legislation?

Mr. Garrett: It wasn’t what we understood, but I
would have to defer to the experts. It certainly wasn’t
something that we thought was included in this legis-
lation. The point | was making in my comments was that
if this supplemental pension benefit is applied to police
civilians—accountants and human resources workers
who are working cheek by jowl with municipal staff—do
we think that the pressure won’t come for increased costs
for the same supplemental benefits to apply to them? It
will surely come.
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The Chair: Ms. Horwath.

Ms. Horwath: | had one question about your model
for costing and it’s two-pronged. First off, did your
model include the removal of the solvency funding
requirements; and second, did you model in any way take
into consideration the fact that wage demands might be
decreased as a result of increased demands around supple-
mentals?



25 JANVIER 2006

COMITE PERMANENT DES AFFAIRES GOUVERNEMENTALES

G-263

Mr. Garrett: The first question: The solvency fund-
ing was a separate issue and was modelled separately,
and we estimated that in our case that would be $1
million as an extra cost. So it was not included in the first
figures that | gave you, the assumption being that it was
going to happen even though we haven’t seen the details.

With respect to planning for less wage increase in
order to offset it: No, that hasn’t been modelled because
we don’t believe it will happen.

The Chair: Mr. Duguid.

Mr. Duguid: Mr. Garrett, welcome. It’s good to see
you again.

One of the lines in your presentation says, “Bill 206
threatens to undermine the viability of the OMERS plan
before devolution has even taken place.” I’ve known you
through the years, and | know you to be very reasonable
and measured in your comments, and this one jumps out
at me as being a bit of an overstatement. Do you really
believe that the OMERS plan viability is threatened by
the supplementary benefits, and if so, how?

Mr. Garrett: Municipally, | think it’s fair to say that
the sector is greatly concerned about the ongoing OMERS
program and the costs we’re going to be facing. Already
this year in our budget we’ve had to include a close to
10% increase for the employer’s share just for the basic
benefits. Our concern is—the right actuarial work is so
crucial—why were we giving relief for so many years in
the pension plan without taking a long-term view of the
pension plan? Isn’t it important, before embarking on an
undertaking such as these supplemental benefits, to make
sure that we’ve got the all-in costs for the long term, that
we’re not making a decision today that might seem
reasonable in year one but in the fully developed case is
quite expensive to maintain? That’s essentially what we’re
asking: Let’s do the math carefully and understand what
we’re getting into, the fiscal implications of the policy
decision, before it’s made.

The Chair: Thank you, Mr. Garrett, for being here.

Mr. Garrett: Thank you very much.

ONTARIO MUNICIPAL EMPLOYEES
RETIREMENT SYSTEM

The Chair: Our next delegation is the Ontario Muni-
cipal Employees Retirement System. We are running a
little late, for the other presenters who are waiting to be
heard; we are about 15 minutes behind.

Good afternoon. Welcome. It’s nice to see you again.
We appreciate your being here. If you could identify
yourselves and your organization for Hansard, and when
you begin, you’ll have 15 minutes. Should you leave time
at the end, we’ll be able to ask questions or make comments
about your presentation.

Mr. David Kingston: I’m David Kingston, chair of
the OMERS board. With me are the vice-chair, Marianne
Love, and our president and CEO, Mr. Paul Haggis.

Madam Chair and members of the committee, good
afternoon. Thank you for allowing us the opportunity to
come before you again to speak about Bill 206. We

appreciate the time and attention the committee members
have given to this bill and to OMERS’s comments. We
thank the committee for adopting some of the amend-
ments proposed by OMERS at second reading. In
particular, we’re extremely pleased that the bill now
allows the administration corporation to revise the plan
text within the first 12 months of the bill taking effect.
This will ensure that after the transition, the sponsors
corporation and the administration corporation are working
under a current and accurate plan text.

For the record, the OMERS board supports an inde-
pendent governance model for the plan. OMERS is the
only public sector plan in Ontario that is not governed by
the employers and employees who pay for the plan.
Throughout the transition and beyond, OMERS will
remain secure. We are backed by over $40 billion in
assets and a professional investment team with a track
record of success. We’re proud of the fact that our returns
in 2004 were 12.1%, and we will publish even stronger
investment returns for the year 2005.

Our principal objective in considering the impact of
Bill 206 is to ensure that the best possible governance
model is put into place to minimize disruption during the
plan’s devolution process. We will be ready for the
transition. We look forward to working co-operatively
with the sponsors corporation.

We believe that our remaining suggestions are in the
best interests of all plan members. The five amendments
we are proposing serve as a solid foundation for an
effective governance model:

(1) To clarify the roles and responsibilities of the
sponsors corporation and the administration corporation;

(2) We need flexibility for future growth of the plan;

(3) To ensure that there are start-up costs for the
sponsors corporation;

(4) Solvency requirements; and

(5) The significant technical changes that we requested.

I’ll start off with the clarity of roles.

As we’ve consistently stated since Bill 206 was intro-
duced, both the sponsors corporation and the administration
corporation will be essential to the future governance of
this plan, but the spheres they each operate in must be
very clear and distinct. Although a number of our re-
commended changes were adopted at second reading, the
bill still does not entirely achieve this goal, and there
remain some ambiguity and overlap between the two
corporations.

We are concerned that some of the language used to
describe the roles and responsibilities in the draft bill
could result in duplication and conflict between the
sponsors corp and the administration corporation, which
would lead to ineffective administration of the plan. By
amending the language in the bill—and we specify the
relevant sections in our written submissions—the govern-
ment can clarify that the sponsors corporation is
responsible for plan design and setting contribution rates,
whereas the administration corporation is responsible for
directing and managing the investment assets and paying
pensions.



G-264

STANDING COMMITTEE ON GENERAL GOVERNMENT

25 JANUARY 2006

Now that we’ve looked at clarity roles, I’'ll address
flexibility and growth. We believe that Bill 206 should be
amended so that the plan can respond to new and
emerging needs in the broader public sector. Every day it
seems there are new kinds of employers, such as
devolved crown agencies and not-for-profit corporations.
These employers and employees could benefit from
access to an established, successful and affordable pension
plan like OMERS.

To make this a reality, we recommend that the author-
ity be transferred from the government to the sponsors
corporation to allow that body to define and admit
additional classes of Ontario-based employers related to
local government or the broader public sector. Other
stakeholder groups have supported this during the first
round of legislative hearings. This simply allows the
sponsors corporation to assume the current role that the
government has in this regard. If the sponsors corporation
is not given this authority, the current employer base
would effectively be capped and the OMERS plan would
not be able to grow to its full potential.

I’ve just outlined the need for flexibility and growth.
Now I’d like to address start-up costs. There will be start-
up costs associated with the establishment of the sponsors
corporation and the development of a supplemental plan
model. While the sponsors corporation has the ability to
raise funds through the collection of a fee, it’s likely to
incur immediate costs. There are going to be legal fees,
actuarial fees and administrative costs. The issue of start-
up costs has not been addressed in the bill.

When the Ontario teachers’ pension plan and the
OPSEU pension trust devolved, the Ontario government
committed the needed resources to ensure the successful
transition of these plans. We suggest that the government
find the appropriate means to ensure transitional funding
to support the sponsors corporation as it assumes its new
role.

Having looked at start-up costs, I now want to deal
with solvency rules. With Bill 206, the government has
an opportunity to address a long-standing concern that
directly affects the affordability of pensions. OMERS is
subject to generic solvency funding rules under the
Pension Benefits Act. These rules are designed to protect
employees from private sector bankruptcies where pension
plans are not adequately funded.

However, there’s a fundamental difference between
private and public sector pension plans. Public sector
pension plans, while not guaranteed, are funded either
directly or indirectly by governments. It is difficult to
imagine the circumstances where every police service,
every fire service, every municipal electrical utility and
every municipality went bankrupt all at the same time.
We simply suggest that this will never happen.
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The Minister of Finance has committed to recom-
mending an amendment to the Pension Benefits Act that
would exempt any supplemental plans under Bill 206
from solvency funding rules. OMERS is pleased with this
first step. However, we continue to seek a full exemption

from the funding requirement for the primary plan. We
do not believe that OMERS members and employers
should be burdened with possible contribution increases
to fund a hypothetical deficit. I’d like to point out to you
that every other Canadian province has pension legis-
lation that exempts public sector plans from funding
solvency valuations.

Having looked at the solvency rules, now let me
outline the technical issues.

In our previous submission, we suggested a number of
amendments that we characterized as technical issues.
These are issues that, if not addressed, will interfere with
the day-to-day operation of the plan.

For example, the bill currently imposes a cap on
contributions that can be paid into the primary plan. The
cap is fairly restrictive, and it states that the current final
average earnings cannot be improved, nor can the CPP
offset be reduced beyond 0.6%. OMERS recommends
that this cap be removed to provide the sponsors cor-
poration with maximum flexibility for plan design. This
is a restriction that does not apply to any other public
sector pension plan in Ontario.

We acknowledge that the committee has already
addressed a number of the technical changes we pro-
posed, and we ask you to consider the remaining issues.
These issues are detailed in the attachments to our written
submission, and in each instance we have recommended
specific drafting language to address our concerns. We
have also detailed what the consequences would be if the
issues were not addressed.

To recap, we’ve presented five recommendations for
amendment: clarity with the roles and responsibilities,
flexibility for future growth, access to start-up costs,
solvency requirements and technical issues. We believe
these amendments are in the best interests of all our
members and employers and will strengthen Bill 206. We
look forward to the passage of an amended Bill 206, and
we are committed to working with the sponsors corpora-
tion to continue to deliver a superior pension.

On behalf of OMERS, thank you, Madam Chair and
committee members, for your time today. We’d be
pleased to answer any questions you may have.

The Chair: You’ve left about two minutes, beginning
with Ms. Horwath.

Ms. Horwath: Thank you for your presentation. I’m
wondering about the issue you raised around adding
associated employers. Have you had any discussions with
anybody about that particular idea, any consultations with
any other interest group or stakeholder on that issue?

Mr. Kingston: No, we haven’t, but the whole concept
behind it is flexibility within the plan, to allow the plan to
grow to its full potential.

Ms. Horwath: | don’t know if you’ve sat through
some of the other presentations, but considering your
unique position in terms of the existing OMERS plan,
how is it that we get such divergent costings of the likeli-
hood of the supplemental plans being brought forward as
they sit currently in the bill? How would you describe
why that’s happening?
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Mr. Kingston: How | would address that is that the
sponsors came to us and asked us for the numbers, so we
went to the actuaries and they gave us generic hnumbers
for everybody in the plan. Those numbers were given
back to all our stakeholder groups, and they’ve done as
they choose with them.

Ms. Horwath: That’s the thing about figures. Thank
you.

The Chair: Mr. Rinaldi.

Mr. Rinaldi: Just a quick question. In part of your
submission, one of the recommendations was to remove
the solvency funding right across the board, not just for
others. Do you have any idea what that would mean as
far as costs?

Mr. Kingston: | couldn’t give you the technical
numbers for that, but it will affect all the pension plans in
Ontario.

The Chair: Any other questions?

Mr. Duguid: I’d just thank the deputants for their
input and for the contribution they have made in the past
to this fund as well. We’ll certainly take into considera-
tion the suggestions they’ve put before us.

Mr. Kingston: Thank you, Mr. Duguid, and thank you,
Madam Chair.

The Chair: We’re not quite done. One more. Mr.
Hardeman.

Mr. Hardeman: Thank you very much for the
presentation.

One of the things you didn’t touch on in the presen-
tation was section 9, the change in the nature of the plan
from a defined benefit plan to a defined contribution
plan. After first reading, it was changed from the defined
benefit plan to the defined contribution plan. If that stays
that way, does it change anything for the present
employees, and, looking at the two-thirds vote that would
be required to make any changes to the plan by the
sponsors corporation, would the two not be the same?
Would there be any need to change it back to a defined
benefit plan to achieve the same thing?

Mr. Kingston: No, sir. Under section 9, the defined
benefit is entrenched in law. As this plan moves forward,
that will always remain for all the plan members in
existence. When we put together our submissions, we
included a DC to make it flexible, to allow the sponsors
corporation to move in whatever direction they chose to.

Mr. Hardeman: The reason | ask it is, with the other
parts of the plan—the two-thirds vote and so forth—that
actually does give the same protection for the plan,
because it’s very unlikely that you could get two-thirds
support for anything that would change it away from its
present structure, which is the defined benefit plan, isn’t
it?

Mr. Kingston: Really, sir, that would be a sponsors
question; we won’t deal with that.

Mr. Hardeman: But you wouldn’t be supportive of
changing it back?

Mr. Kingston: We’ve given our position, that we
were open to flexibility, and what has come out of that
we’re not contesting whatsoever.

The Chair: Thank you very much for being here today.

POLICE PENSIONERS ASSOCIATION
OF ONTARIO

The Chair: Our next delegation is the Police Pen-
sioners Association of Ontario. Is Mr. Bailey here? Good
afternoon and welcome. We appreciate your being here
today.

Mr. Paul Bailey: Thank you for the opportunity,
Madam Chair.

The Chair: When you get yourself settled, if you
could introduce the individuals at the table and whom
you speak for, and when you do begin, you will have 15
minutes. Should you leave time at the end, there will be
an opportunity for us to ask questions.

Mr. Bailey: On my right is Bruce Priestman. Bruce is
a member of the Metro Toronto Police Pensioners Asso-
ciation. On my left is Tom Sinkovich, with the Halton
police retiree group. In the audience we have Harry
DeJong from the Windsor retiree group, Joan Morrison
from the Peel retiree group, Dave Garlick, who is also a
member of the Halton group, and Bernie Kapalka, who is
with the Toronto retirees.

Thank you, Madam Chair, for the invitation to come
today. We appreciate it. I’ll get right into my presentation.

The Chair: Could you remind us whom you are
speaking for?

Mr. Bailey: The Police Pensioners Association of
Ontario.

The Chair: Thank you very much.

Mr. Bailey: Good afternoon, ladies and gentlemen.
My name is Paul Bailey and I’m president of the Police
Pensioners Association of Ontario. By way of back-
ground, I’m a retired police officer, having spent most of
my career with York Regional Police. During my tenure
with York, | was the president of the local police
association for approximately 14 years. In 1999, | left
York to become administrator of the Police Association
of Ontario. During that time, | was also a member of the
board of directors for OMERS. | retired a couple of years
later and was retained to be the chief administrative
officer for the Peel Regional Police Association on a one-
year contract. | left there and am now in the private
consulting business for benefits, and most of the major
police and fire associations have been clients or are
currently clients.

The Police Pensioners Association of Ontario repre-
sents approximately 5,000 retired police personnel from
all areas within the province: from Ottawa to the east;
Halton, Peel, York, Toronto and Durham in the south;
Niagara, London, Windsor and Sarnia to the west; and
Sudbury in the north. We also have individual member
groups.

In many cases, our members worked over 30 years in
support of public safety, to make Ontario one of the
safest places to live in the world. | would also point out
that many of our members continue to be active parti-
cipants within their respective communities, volunteering
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and working with young people and the disabled. They
also continue to support the sacrifices of front-line police
personnel, who continue to make the lives of all Ontario
people safe. We will continue to ensure our involvement
within the community is both professional and meaning-
ful; that is our commitment. Even though our members
are retired and receiving an OMERS pension, they still
request the right to continue to be active participants in
the overall welfare of the OMERS family. In reality,
OMERS retirees represent approximately 30% of the
plan. 1 think the actual number is 27%.

Our members attend all OMERS meetings, locally
educate and assist their respective memberships on pension
matters, and maintain a vigilant watch on the investment
and governance issues affecting both the short- and long-
term goals of OMERS. Our members have never at any
time in their association with OMERS agreed to re-
linquish or lessen their commitment to maintaining and
improving the OMERS plan.
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Members of the standing committee, the Police Asso-
ciation of Ontario supports OMERS autonomy that will
be achieved through Bill 206. We believe OMERS
autonomy will be good for policing, good for all stake-
holders and good for the long-term growth of the plan.
We are very encouraged that you have started this very
long and difficult process and stand ready to assist you in
any way we can to ensure that OMERS autonomy occurs.

We do, however, encourage the committee to give
consideration to some of the changes within the legis-
lation that we hope will make OMERS stronger and more
resilient in regard to investment and governance issues in
the future and ensure that retirees within the plan are
treated in a fair and equitable manner. In this short
presentation we will clearly outline our suggestions and
recommendations, which we hope will help you under-
stand our concerns and hopes for the future, and the
future of OMERS. I’ll get right into my presentation,
Madam Chair.

Members of the standing committee, | would like to
spend a brief moment on the issue of “former member.”
Our members recognize this issue. “Former member” has
been discussed previously at other stakeholder meetings,
but many of our members are still troubled with the use
of this phrase. When you look at the definition of “former
member” in the Pension Benefits Act, it defines a former
member as “a person who has terminated employment or
membership in the pension plan.” We also note that in
the Pension Benefits Act there is no definition of “retired
member.” However, the definition of “member” is “a
member of the pension plan,” and, in quotes, “participant.”
We want to make it clear that the members of the Police
Pensioners Association of Ontario are proud of their long
and professional careers and are equally proud to be part
of the OMERS pension plan, but we feel that the phrase
“former member” detracts from this. We urge the stand-
ing committee to revisit this issue and give serious
consideration to include a definition of “retiree” in Bill
206. Our members respectfully require this amendment

to ensure that they are and will continue to be full and
complete members of the OMERS pension plan. We
would be pleased to assist you in understanding our
views and implementing those changes.

I’m going to touch on the representation on the
administration and the sponsors boards. In our original
position paper at the commencement of the consultation
process, we put forward a position regarding voting
rights on both corporations. We recommended at the time
an amendment to section 39 that would provide for two
retired members on each corporation. One member
would represent the NRA 60 members, which are the
police and firefighters, and the other member would
represent NRA 65 members—civilian personnel. It was
our request that both these members have full voting
privileges. We made this request because, in the original
draft of Bill 206, a retiree could be on the sponsors
corporation but would have no vote. This was a very
difficult pill for our members to swallow, especially
given the lifelong commitment that they had given as
police personnel and the important role they played in the
history of OMERS.

Committee members, the issue of voting privileges on
the sponsors and admin corporations has been a very
difficult and extremely sensitive issue to our 5,000
members. Frustration and anger have often resulted. On
the one hand, we recognize the importance of all
stakeholders having a say in the overall operation and
performance of the plan. On the other hand, we recognize
that if everyone who requested multiple voting rights got
their wish, the plan would be cumbersome and in-
efficient, which in our view would lead to disaster.

We also noted that during your deliberations at
committee you struggled to find some common ground
with stakeholders. You made comments on December 7
that reflected the depth of your commitment. | quote:

“The rationale for the increased numbers is to better
reflect the range of groups which have significant repre-
sentation among the members and employer groups of
the plan, and to better ensure that their representation on
the sponsors group is more representative of their repre-
sentation among members.”

You might ask us why we feel so strongly about this.
As | mentioned earlier, we represent almost 30% of the
plan. We have consistently demonstrated over the years
that our experience and common sense approach to pen-
sion issues has benefited all plan members. One example
is the ongoing review of the investment practices in
Borealis. Like many of the stakeholders, we chose to
monitor the review process, not litigate the decision of
the OMERS board. We communicated the facts of the
process to our members. We had Mr. Haggis come to one
of our meetings, and he gave us an explanation of what
was going on. We continue to monitor the Borealis issue
to ensure full and frank dissemination to all our stake-
holders. Our group understands that in a large and
complex organization like OMERS, problems will arise.
We have tailored our approach in the Borealis review to
achieve a more balanced and accountable explanation
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that will be acceptable to our members and hopefully to
the other stakeholders within the plan.

Since the inception of OMERS, our members have
contributed hundreds of millions of dollars from their
salaries. This enormous contribution, along with good
investment practices by the OMERS board, has led, over
the years, to plan enhancements. | set them out; they’re
fairly common knowledge. We had indexing, and we had
some death benefit increases. The indexing, of course, as
you know, is at 6% —the CPI. | won’t spend too much
time on that, given the time constraints we have, but it is
in my brief.

Members, based upon the comments | have just made,
the Police Pensioners Association supports your earlier
decision to provide one retiree with voting privileges on
the sponsors and administration corporations, and hopes
you will continue this balanced approach to fairness for
all the stakeholders in OMERS. We would like to affirm
our position of having one NRA 60 on one corporation
and one NRA 65 on the other to ensure this balanced
approach.

With regard to the offset, the PPAO supports the
removal of the CPP offset language currently used in Bill
206. It is our position that lowering the CPP offset should
be the responsibility of the sponsors corporation. We
believe that a truly autonomous OMERS will determine
the CPP offset—when it’s going to be reduced, what it’s
going to be. That will be based upon the effective
governance of the plan and successful long-range invest-
ment returns.

We believe that legislation shouldn’t be the criterion
to make plan design changes. By enshrining the cap in
legislation, you are effectively taking away any hope of
pension improvements for OMERS retirees. Given that
OMERS expects the number of retirees over the next 10
years to be approximately 30,000 NRA 65 and 5,000
NRA 60, this becomes an extremely important issue now
and in the future. We trust you will give this serious
consideration, as our members and all other retirees with-
in OMERS wish to participate in future improvements
should the plan continue its successful investment
strategies.

On the advisory committee, we know you made
amendments to allow the paramedics on that committee,
and we applaud that effort. We would also ask you to
give some consideration to having a retired member on
that, getting in on the ground floor to understand what
these groups are talking about. It doesn’t mean we have a
vote; it just means we understand what process is
evolving, and we would appreciate that consideration.

Some general comments: The Police Pensioners Asso-
ciation of Ontario supports your position for OMERS to
remain a corporate model. OMERS’s success over the
years has been the result of key investment strategies and
effective management. Although we respect the views of
some of the stakeholders who want to change OMERS
into a jointly trusted plan, we feel that that would be
detrimental to the ongoing continued success of OMERS.
We respectfully submit that there is considerable merit in

the phrase “size matters.” As you have heard in other
presentations and during your deliberations, OMERS
plays a significant role in the world’s largest stock
markets. To change from a corporate model or split the
plan into sections would, in our view, have a profoundly
negative effect on investment strategies and the overall
financial health of the plan. We urge you to maintain
your current position and keep it a corporate model.

The PPAO also supports the position of establishing
supplementary plans within the new autonomous OMERS.
The PPAO and the Ontario Professional Fire Fighters
Association have worked diligently over the years to
enhance benefits for front-line emergency workers. We
offer them our sincere appreciation for that most worthy
initiative.

We also support the increase of the accrual rate from
2% to 2.33%. This is another issue that took many, many
years of hard work to get into the plan.

Our last comment concerns OMERS’s recom-
mendation that section 9 of the bill be amended to
indicate that the primary plan must be a defined benefit
plan but allow the sponsors corporation to provide
additional benefits that are not restricted to the defined
benefits; in other words, defined contribution plans. The
PPAO does not support this initiative. Defined contribu-
tion plans specify the contributions paid by and on behalf
of each member, rather than a formula for the amount of
pension. The contributions are placed to the credit of each
individual and accumulated with interest or earnings. The
pension is whatever amount these contributions will
provide or purchase. We believe this could place our
future members at risk, especially during prolonged de-
pressions of world markets. We urge you not to approve
this change.

In closing, we would like to extend our sincere thanks
and appreciation to the standing committee for allowing
us to appear before you today.

The Chair: Thank you. We have about a minute for
each party to ask questions, beginning with Mr. Duguid.

Mr. Duguid: The last comment you made was re-
garding the defined contribution. Perhaps you could just
elaborate a little bit more as to your concerns there. We
did try to reopen that section. We went over it. We tried
to reopen it at the last committee. While we haven’t put
forward any amendments yet, we’ll be doing that when
we get to clause-by-clause.

Mr. Bailey: Yes, Mr. Duguid. As you know and as we
all know, defined benefit plans in the public sector are
taking a hammering. A lot of these pension plans are
underfunded. They haven’t kept up in their investment
processes. We think that could happen very clearly to
defined contribution plans as well. They’re too much at
risk of short-term market fluctuations. It certainly would
impact our members right now.

I guess we’re being a little bit selfish in saying that 10
or 15 years down the road, as people start joining police,
fire and other organizations and are switched to or
offered these defined contribution plans, the appetite for
quick money might be a little hard to overcome. Although
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we have great confidence in support of OMERS, we
don’t follow their view on that particular issue.
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The Chair: Mr. O’Toole.

Mr. O’Toole: | appreciate your input. | have the
greatest respect in most cases, if not in all cases, for
retirees, being one myself, and for the fact that they
actually built the plan. They created the nest egg, so to
speak. | want to pay respect to that and also to the
patience over years of exposure to difficulties on the job.

I’m very interested, in your response, in the change
from defined benefit to defined contribution. I’'m very
interested in the issue of pensions, generally and broadly.
I’ve just finished reading the OSFI report, which says
there’s a great movement of plans from defined benefit to
defined contribution. Would you say that there should be
some ability for OMERS to be flexible while at the same
time finding a transition plan to those kinds of exposures?
That’s what this is about. Technically, if you look at most
plans in the sector, almost all plans are in a deficit or the
actuarial assumption is being failed. Could you just
generally respond about a transition plan?

Mr. Bailey: Right. My concern is that, as Mr. Duguid
mentioned, if defined benefit plans are failing now in the
corporate world, the public sector is doing fairly well.
We have our blips, and of course there are funds there to
smooth those blips out and things. | just find that defined
contribution has too many risks: It’s too closely con-
nected to the assumptions and interests and those other
assumptions that big pension plans, like defined benefit
plans, have. If OMERS or this board agrees to allow that
to happen, certainly there’s nothing we can do about it,
but we just wanted to raise a flag to you to say that we’re
watching from the outside. When you see some places
like IBM that all of a sudden just froze it—no advance
warning. Bang; they froze their pension plan. Air Canada—

Mr. O’Toole: Stelco, Ford, General Motors; that’s
what it’s all about.

The Chair: I’'m sorry, Mr. O’Toole, you’ve exhausted
the time.

Ms. Horwath.

Ms. Horwath: Thanks, Madam Chair. I’m glad you
raised the issue of a defined benefit. In fact, when the
government tabled the idea that they were going to get
rid of the defined benefit as the underpinning of the
OMERS plan, I raised that as a big red flag and was quite
concerned about that. Hopefully, that will be taken off
the table in the amendments that are coming in this
reading of the hill.

I wanted to ask you, though, about your comments
around changing your definition of “retiree” in Bill 206. |
know that was raised in the first set of comments that you
made to this bill. Have you heard anything from the
government about their willingness to consider changing
that language and having that kind of respect, more or
less—

Mr. Bailey: In fairness to the government, we have
had some communication, and if you read the de-
liberations and amendments to the various acts, | guess

what we’re really looking for is a clarification. We want
to be able to be very comfortable with our retired
members to say, “Yes, you are a member. This ‘former
member’ applies to this, but the bill clearly sets out in
this section or in this part of the bill that you are full and
honoured members of the OMERS family.” If that came
across, then, hey, we’re quiet and we’ll go away.

ONTARIO SECONDARY SCHOOL
TEACHERS’ FEDERATION

The Chair: The last delegation before we have a
break for lunch will be the Ontario Secondary School
Teachers’ Federation provincial office. Welcome. If you
could identify yourself, the other individual with you and
anybody else who’s going to speak. When you do begin,
after you’ve introduced yourself and the organization you
speak for, you’ll have 15 minutes. Hopefully, if you
leave some time, we’ll get a chance to ask you questions.

Ms. Rhonda Kimberley-Young: Thank you very
much. My name is Rhonda Kimberley-Young. | am
president of the Ontario Secondary School Teachers’
Federation. With me is Gerald Armstrong, who is an
employee of OSSTF and our pensions officer. Gerald is
also the chair of the Ontario Teachers’ Federation pension
committee and has an extensive background with pension
plans, and the teachers’ pension plan in particular.

I want to say good afternoon and thank you for this
opportunity. I’m sorry to be standing between you and
lunch. I’m sure it’s been a long morning. In fact, it is our
second opportunity to present on Bill 206. Those of you
who saw our first presentation may remember that it was
rather lengthy, and | ran just shy of finishing it. I don’t
think that’s going to be a problem today because, really, I
think the detail and the length in our earlier presentation
reflected a real optimism on the part of OSSTF about the
changes that we saw coming in terms of OMERS joint
governance.

We strongly believe in joint trusteeship for OMERS
and believe it’s long overdue. Although the legislation, in
our opinion, had some areas that we believed needed to
be addressed, we did see it as a strong foundation to
negotiate a true pension partnership that would serve
OMERS members in good stead and put the respon-
sibility for the plan into the hands of employers and
employees.

We pointed very clearly to the model of the teachers’
pension plan, a successful plan by any measure in terms
of performance and governance, and we believe we
offered some solutions to representation challenges that
we know are faced with a plan like this, which is a multi-
employer plan with diverse groups of plan members. But
today, | think our message will really be much simpler.

Some of the optimism that we felt is gone. The
amendments that have been made to this bill do nothing
to address the concerns we brought forward with the
details of joint trusteeship. In fact, amendments have, we
believe, absolutely undermined the concept of shared
ownership and decision-making on the plan’s benefits
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and contributions. Employee plan members will not have
an equal say in determining their pension plan with the
proposed two-thirds majority vote.

I will turn to a few points in our presentation, starting
on page 2. We know that our teacher members have been
very well served by a jointly sponsored pension plan
since the early 1990s. Amendments to section 43 of Bill
206 requiring a two-thirds majority vote to improve
benefits or adjust contribution rates cannot be part of a
pension partnership that equally shares risks and rewards.
This form of dispute settlement mechanism will only
exacerbate a sort of fractious nature among OMERS
contributors and employers.

What this amendment does is tip the balance of the
sponsors corporation decision-making power. It gives
employers veto power. The enhanced majority require-
ment creates a relationship between unequals. Voting
deadlocks will paralyze the sponsors corporation unless
representatives from one side or the other break ranks,
and ultimately the enhanced majority will prevent
disputes from ever going to binding arbitration. For
OSSTF, a pension partnership that lacks a fair dispute
settling mechanism for our OMERS members is a real
deal breaker. We are concerned about that amendment in
particular.

We believe that the government can’t wash its hands
of OMERS governance by handing the partners a
governance model that’s flawed, putting in place an
operating structure that we believe is not given what it
needs to succeed, and by the kinds of restrictions that
have been put in those amendments on the partners’
decision-making power.

We believe that section 43 should be amended to
provide for a simple majority voting requirement for the
sponsors and administrative corporations. Both corpora-
tions should have easy access to dispute settling mech-
anisms, including mediation and arbitration, without a
majority voting requirement.

Subsection 23(2) and section 39 should be amended to
reflect the size and composition of the plan’s member-
ship. As OSSTF people often think of us as teachers, we
have about 15,000 members who are OMERS members.
The Ontario Professional Fire Fighters Association
represents 4.75% of active OMERS members. The fire-
fighters have a permanent seat on both the sponsors and
administrative corporations. OSSTF represents 4.38% of
the plan’s members. A difference of 834 people places
OSSTF in a rotation pool with 30 other unions and asso-
ciations, waiting for our turn to represent our members’
pension interests in the two corporations, where each
group appoints a representative to each corporation and
each representative serves the full three years, we’ll
appoint one every 45 years.
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We believe there is a much fairer and more democratic
solution. Of the 35 unions and associations representing
OMERS contributors, only 10 of them represent more
than 1% of the plan’s total active membership. Those
representing 1% or more should have permanent seats on

the sponsors corporation. Sponsor decisions would be
made on a representation-by-population basis. If CUPE,
which represents 45.3% of the plan’s membership, has
the ability of representation by population in terms of
votes, then those distinctions are dealt with in terms of
representation.

Section 33 should be amended to empower each
sponsor to appoint five members to the administration
corporation. Employee sponsors representing more than
1% of plan members would make the appointments on a
rep-by-pop basis. That selection method would ensure
democratic participation and would allow both sponsors
to appoint representatives with the skill and experience
needed to administer a $39-billion pension fund.

We take this responsibility very seriously. Within the
teacher federations, we have an umbrella structure, we
have a process for appointing directors, and we have a
history of appointing people with very solid backgrounds
and strong expertise.

Section 25 should be amended to codify the full scope
of the partners’ authority. You can see there that we have
listed things we believe fall within the responsibility of
the partners. That, we believe, should be spelled out very
clearly in section 25. This would allow the partners to
have the full scope and authority that they need to make
the decisions for which they should be responsible.

Subsection 15(1) legislates a 5% contingency reserve.
We believe that should be the responsibility of the
partners, to determine a funding management policy to
stabilize contribution rates.

Section 10 should be amended to establish parameters
for supplemental plans. The partners should be respon-
sible for developing the necessary safeguards to ensure
that any liabilities incurred by supplemental benefits are
allocated to the parties who negotiated the benefit im-
provements.

Section 12 should be amended to remove the partners’
restrictions on improving benefits. At second reading,
section 12 prohibits municipalities and local school
boards from contributing to OMERS an amount that
would result in a lifetime benefit exceeding 1.4%. The
Ontario government has not restricted other public sector
pension plans from negotiating lifetime accruals less than
the 2% limits set by the Income Tax Act.

In conclusion, | guess we would say that we are
disheartened with the two-thirds majority amendment
which we have seen. We believe we have put forward
some constructive advice in terms of our views of the
pension plan and how it could operate very effectively as
a jointly sponsored plan. We would conclude that perhaps
the best end result of all this is that the government itself
take over the employer side of the partnership and deal
directly with the employee representatives. If the govern-
ment is going to put forward what we believe is a flawed
governance model, then frankly, we believe it would be
better for the government to take more direct responsibility.

I know that we are going to go to questions, but |
wonder if there is any way that we could be provided
with some information on whether the two-thirds amend-
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ment is intended to stand, as it certainly impacts other
comments we might make in terms of details. Thank you.

The Chair: Thank you. You’ve left about two
minutes for each party to ask a question, beginning with
Mr. Hardeman.

Mr. Hardeman: Thank you very much for the
presentation. On your last comments regarding the two-
thirds vote and the government maintaining the authority
over the plan, the way it’s written now, and recognizing
that the two-thirds vote was an amendment that the
government put in the bill, | guess at this point we have
to make the assumption that the intention was to leave it
there.

After hearing the consultation on the first reading of
the bill, is it your association’s position, then, that we
would be better off not devolving the authority of the
plan to the corporation and leaving it with the govern-
ment, as opposed to doing it this way?

Mr. Gerald Armstrong: | think you’ve made it much
more complex than it needs to be. The government al-
ready has the infrastructure to manage a plan. They have
all the staff they need. They have a tremendous amount
of experience with the teachers’ pension plan. We do not
have within the teachers’ pension plan a two-thirds majority
or any majority necessary to go to either mediation or
binding arbitration. It seems to me that what’s good for
teachers is good for the rest of the public service.

Mr. Hardeman: Thank you.

The Chair: Ms. Horwath.

Ms. Horwath: | wanted to ask if you could, from your
own experience, obviously, describe for us why you
think a jointly trusteed model is better than a corporate
model.

Mr. Armstrong: Again, I think we only have to look
at the teachers’ pension plan model, the returns that the
teachers’ pension plan has had in the last three years.
This is a partnership that has worked. We just find no
reason to go looking for another way of fixing something
that works perfectly well, which is another reason to
consider the government as a partner. There are 900
employers. How can any plan function, from the em-
ployers’ side, with such diversity? It’s a different matter
from the employees’ side. From the employers’ side, pen-
sion plans are liabilities; from the employees’ side, pension
plans provide lifelong benefits. It is quite a dichotomy.

Ms. Kimberley-Young: If | may add, if we look at
teachers as an example, the partners agreed to develop
and negotiated a funding management policy, because
they saw some issues on the horizon. | think they showed
some foresight in developing a funding management
policy that both partners agreed with and that provided a
corridor over which benefits and contributions would not
change.

Every pension plan faces challenges. One that is
jointly sponsored puts the rewards and risks on both
parties and, | think, does help establish those kinds of
problem-solving efforts that are needed. In fact, we are
seeing increasing liabilities in the teachers’ pension plan,
and we’re looking at co-operative ways to address those.

The Chair: Mr. Duguid.

Mr. Duguid: Thank you again for your presentation
and your assistance in this.

You indicated on page 3 of your presentation that
“voting deadlocks will paralyze the sponsor corporation”
and that “the enhanced majority will prevent disputes
from ever going to binding arbitration.” We heard earlier
in the day from other groups that expressed concern that
all decisions will end up going to binding arbitration, sort
of the polar opposite of what you’re anticipating will
happen. I’m just trying to get an idea as to where you
draw your expectations from and to perhaps try to deter-
mine which group is right.

Mr. Armstrong: Clearly, what it says in section 43 is
that if a motion comes forward under “Specified change,”
which are increases in contributions or changes in bene-
fits, what happens then is that you need a two-thirds
majority decision by the sponsors corporation to pass
that. So it fails. Now, in order to go to mediation, you
need more than 50%, an enhanced majority. That means
somebody has to cross the floor. This may happen in
politics, but in negotiations between employers and em-
ployees, it rarely happens, so you’re deadlocked.

Let’s just say it was in the best interests of one group—
an employer group, we’ll say—to cross the floor and,
“Yes, we’ll allow this to go to mediation.” It goes to
mediation, and we’ll say that the arbitrator makes a
recommendation. Under these circumstances it has been
our experience that this would probably happen. So now
it comes again toward the sponsors corporation. Now
what happens is a two-thirds majority required to pass it.
No. Well, now you need more than 50% to go to binding
arbitration. 1 think those who crossed the floor the first
time would have experienced a good deal of pressure to
keep on the right side of the table, and therefore it fails.
That’s as simple as it works. It’s a veto power.

In 1990, the Peterson government offered the teachers
a pension partnership that included veto power, where
they had the right to veto any amendments that we
suggested for benefit improvements. We said no, and
we’re saying no to this veto power too. It’s no different.

Mr. Duguid: Thank you.

The Chair: Thank you very much for being here
again. We appreciate it.

Committee, we now stand recessed until 2 o’clock this
afternoon.

The committee recessed from 1319 to 1404.

REGIONAL MUNICIPALITY OF HALTON

The Chair: Good afternoon. We’re back from our
recess. This is the standing committee on general govern-
ment and we’re called to order. We’re here today to
continue public hearings on the second reading version of
Bill 206, An Act to revise the Ontario Municipal Em-
ployees Retirement System Act.

For those in the audience who are witnesses, when you
come forward if you could identify yourselves and the
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groups you speak for; you’ll have 15 minutes to chat with
us.

Our first representative is from the regional muni-
cipality of Halton. Make yourself comfortable and identify
who is going to be with you this afternoon and the group
that you speak for.

Ms. Joyce Savoline: | will do that.

The Chair: After you’ve done all that, I’ll give you
15 minutes, okay?

Ms. Savoline: Thank you for that.

My name is Joyce Savoline, and I am chairman of
Halton region. With me here today are Tom Clark, the
director of human resources at Halton region, and Bob
Gray, a solicitor with Halton region who handles all our
labour relations. So I’ve brought the big guns to answer
all the tough questions.

With that, | really want to thank all of you for taking
the time to go this second round of public hearings,
because this is an extremely important issue to muni-
cipalities and other stakeholders in OMERS. We need to
get our point across. It’s extremely important to us, the
OMERS stakeholders, but especially when it trickles
down to the property taxpayers.

The region of Halton includes the city of Burlington
and the towns of Oakville, Milton and Halton Hills. We
have a combined population of over 220,000 residents.
Excluding the police, we have approximately 1,400
OMERS employees, half of whom are represented by
ONA, OPSEU and CUPE. We provide services in public
health, including ambulance services, planning and public
works and, of course, community and social services.

We know that you will listen and weigh carefully what
we and other stakeholders have to say, particularly since
Bill 206 will set out the OMERS plan and its stake-
holders on a new and potentially irreversible course.

The associated risks are simply too great to proceed
without uniform support from both employers and em-
ployee groups on fundamental features of this bill. The
region does not support the bill in its current form.
Fundamental features of this bill appear to have been
based on inconsistent governance principles which best
suit the interests of emergency service employee groups,
not any other employee groups, and certainly not the
interests of the general public.

The region believes and is deeply concerned that the
governance structure and the dispute resolution model
deviate from best governance practices without sufficient
support from the groups and individuals who will be
impacted by this bill. Don’t get us wrong; we are not
opposed to devolution or possible future changes to
OMERS?’s plan design, but changes to the governance
structure should only be made with complete and detailed
input from all stakeholders and only if the changes are
fully supported by the vast majority of the groups.

On the issue of governance, the second reading of Bill
206 proposes that the sponsors corporation make changes
to benefits and contribution rates through a two-thirds
majority vote of sponsors and members. Truly, this
change from a simple majority threshold is a step in the

right direction and would bring the governance structure
closer to, but still not consistent with, the unanimous
decision-making models in place in most other devolved
public plans. These plans include the hospitals of Ontario
pension plan, the Ontario colleges of applied arts and
technology pension plan and the British Columbia muni-
cipal plan.

The unanimous consent of all sponsors is vitally im-
portant to the responsible governance and safeguarding
of this plan. It would mean that the parties around the
sponsors corporation board table would have to work
very hard at building agreement among themselves,
requiring establishment of trusting relationships. A
unanimous decision-making model would require a
commitment to the plan’s long-term viability above the
interests of one particular group. Why break from the
practices that have been adopted and successfully relied
upon by other devolved public plans, particularly if the
intention of this bill is about the best possible means of
promoting good governance?

A governance model that requires a high level of
consensus of sponsors is beneficial to OMERS and all
OMERS stakeholders. It helps to ensure that any
proposed change to benefits or contributions, whether
they be positive or negative, is supported by both the
employee and employer stakeholders and has rigorous
protection. We believe and agree that the sponsors must
have the ability to modify the plan design to ensure that
OMERS remains viable and affordable for employees,
employers and taxpayers.

The region, therefore, fully supports the removal from
the bill of the requirement that all OMERS pension plans
be defined benefit plans. This was a critically important
change, and it recognizes the potential future needs of
OMERS stakeholders and is one of a few changes that is
consistent with the premise of autonomy. Anything less
than the deletion of this provision would have posed a
severe threat to the long-term sustainability of OMERS
and would have demonstrated a reluctance to fully de-
volve the governance of the plan to the sponsors.
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Our second concern is with respect to the dispute
resolution process. Halton believes that the arbitration
provisions of Bill 206, first of all, place too much power
in the hands of a non-sponsor; secondly, undermine the
opportunity for consensus-building amongst sponsors;
and finally, significantly increase the possibility that
local interest arbitrators will impose supplemental bene-
fits through interest arbitration.

Bill 206 would grant an arbitrator the power to make
significant changes to OMERS. For example, an arbitrator
could establish supplemental plans, change benefits or
change contribution rates. Here again, Bill 206 deviates
from the norm. In most other devolved pension plans that
have an arbitration provision to break a deadlock, the
arbitrator is not authorized to issue an award of any kind
if it increases contribution rates. Bill 206 leaves it open
for an arbitrator to award changes to plan benefits and
contribution rates. A more balanced and pragmatic
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approach would be to limit the scope of the dispute
resolution mechanism along the lines of the majority of
other devolved public plans. So, changes that affect
contribution rates should not be the subject of an
arbitration award. These fundamental changes should be
left to the sponsors to negotiate.

We previously mentioned the need for uniform con-
sensus amongst the members of the sponsors corporation
for any significant change to OMERS. The sponsors
corporation, in a governance model that allows access to
the arbitration, will have little reason to moderate their
positions and work toward creating reasonable com-
promise, and will drive them to litigation rather than
collective decision-making; it’s just human nature. At
stake at the sponsors corporation is the issue of benefit
and contribution rate changes. Halton appreciates that
organized labour has an interest in mimicking the
collective bargaining process at the sponsors corporation,
as that process has served their interests well historically.
However, this legislation should stand above interests of
any one group, and should enable the parties to reach
decisions through the hard work of consensus-building.

What is also at stake at the sponsors corporation is the
establishment of the very bylaws and rules that will guide
the future of governance of OMERS. This bill will drive
the parties into their respective corners for a fight at
arbitration from the very outset of devolution, rather than
challenging them to find common ground and direction
for the sake of the plan’s governance, operability and
financial welfare. This is not a model for governance that
Halton can support.

Of equal concern is the fact that an interest arbitrator
at the local level would have no continuing responsibility
to account for their award and its fiscal implications.
Also, the costs of defending these arbitration requests
would be significant and would have to be borne by the
sponsors corporation and, ultimately, by Halton and other
employers. Given the region’s responsibility for the
delivery of land ambulance and our financial support of
the Halton Regional Police Service, we are very con-
cerned that Bill 206 specifically directs the sponsors
corporation to establish a number of supplemental plan
benefits for police, fire and paramedics, including those
who are employed as civilians in those places. It means
that the region will soon be faced with collective
bargaining requests for these prescribed supplemental
benefits from our paramedics. Even if the region refuses
to offer access to supplemental benefits, it would remain
open for the bargaining agent to refer the issue to binding
arbitration. An arbitrator appointed under our collective
agreement would be hard pressed to refuse access to a
benefit that has already been prescribed in legislation by
the government as suitable for the land ambulance sector
at large.

In addition, the new benefit may be granted by other
municipalities or awarded elsewhere through a local
interest arbitration. In either case, as history clearly
suggests, an arbitrator confronted with such a develop-
ment in the sector would be very likely to follow the

crowd, as arbitrators have often been likely to do. There-
fore, with the no-strike interest arbitration provisions of
the region’s land ambulance collective agreement, there’s
a significant risk to Halton that we will have new benefits
imposed upon us.

We would be remiss if we didn’t identify the signif-
icant cost impacts that supplemental benefits would have
on our operating budget. Based on a costing formula
established by the municipal finance officers’ association
which in turn was derived from an OMERS report that
was made to the stakeholders, the region estimates a
potential 20.7% increase in costs associated with supple-
mental plans for our NRA 65 region of Halton employees
and an estimated potential 101.5% increase in costs
associated with supplemental plans for our NRA 60.
That’s the Halton regional police. This estimate of in-
creased contributions represents a whopping $5.3 million
and could result in an estimated increase in the residential
tax rate of over 2%.

This costing was done before we knew that the para-
medics were rolled in and given access to the 2.3%
actuarial rate and other mandated supplemental benefits.
That would add another 0.5% to the tax base.

I want to finish by saying that OMERS should not be
devolved from the government at this time, and not
without the proper due diligence and broad-based support
from OMERS stakeholders. Any devolution model contem-
plated must allow the sponsors of OMERS the un-
restricted ability to determine the future of the plan, and
that the establishment of or any change to a primary or
supplemental benefit or any other significant change to
OMERS must have the unanimous support of all the
members of the sponsors corporation. Thirdly, there must
not be any recourse to arbitration on fundamental changes.

These requests are not uncommon from other
devolved pension plans, and | leave you with some
appendices that highlight the relevant aspects of all those
plans.

In summary, | ask that you give our submission
careful consideration. You have only one opportunity to
get such a significant piece of legislation right. When you
do it now, it’ll be this way for a very long time. Care and
proper due diligence are warranted given the stakes that
are involved. Haste will not only jeopardize the possibil-
ity to improve the flawed governance model anticipated
by the bill but will also jeopardize the long-term viability
of this plan. There is no pressing need here. There is no
crisis to forge ahead with this bill’s passage. We would
strongly encourage the government to take a step back-
ward and get Bill 206 right.

The Chair: You’ve left about three minutes in total,
so each party would have one question, beginning with
Ms. Horwath.

Ms. Horwath: One of the things that | found interest-
ing is the assertion in your brief that indicates your
expectation that, with a different type of governance
model, achieving consensus would be something that is
quite likely. Can you describe what kind of model you
expect would be able to work in terms of consensus?
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How do you juxtapose that against your support for the
two-thirds majority requirement?

Ms. Savoline: | said the two-thirds majority was a
move in the right direction, but | support the unanimous
model. It’s the unanimous model that puts everybody in
the frame of mind that says, “We have to come out of
here with a decision we can all agree upon,” whereas in a
two-thirds majority—it’s only human nature. I’ve been in
meetings where this has happened. There’s an ability to
say, “Okay, only two thirds of us need to support this in
order to move forward.” I’'m saying that two thirds is
moving in the right direction, but unanimous agreement
is the model that we support.

Ms. Horwath: Just following in that same vein,
considering the divergent groups at the table—employer
and employee—how reasonable is it that you would
expect consensus to be able to be obtained with any
decision at all?

The Chair: It needs to be a really short answer.

Ms. Savoline: Given the right rules, I think it is
achievable because people buckle down in environments
like that. They know that it is incumbent on them to
come up with a solution, and I think it works well.

The Chair: Mr. Duguid.

Mr. Duguid: Thank you, Madam Regional Chair, for
being here to join us and for your input on this legis-
lation. | was looking at your cost estimates for your
municipality. My question to you is, what are you basing
those estimates on in terms of the benefit take-up of the
employees? We’ve heard from employee groups. Most
analysts would suggest that full-out acceptance of all of
these benefits by employees would be unaffordable to the
employees themselves. That’s highly unlikely, but are
you assuming full take-up of those benefits in your cost
estimates?
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Ms. Savoline: I’m going to ask our director of human
services, Tom Clark, to respond, Brad.

Mr. Tom Clark: Yes. We thought it was only prudent
to make that assumption because we are talking about
long-term costs here and long-term sustainability to the
taxpayers. It was only fiscally prudent to cost it based on
the 2.33% accrual rate: 25 and out and 30 and out. Now,
bear in mind that those costs did not include the average
of the best three years or best four years, did not include
our paramedics and also did not include any admin-
istration costs in the devolution of the plan. So those are
lowball costs as far as we’re concerned.

The Chair: Mr. O’Toole.

Mr. O’Toole: Thank you. We’ve heard many of the
same concerns—

The Chair: Mr. O’Toole, could you move a little
closer to the mic? | think they’re having trouble hearing
you.

Mr. O’Toole: | respect that we’ve heard many of
those concerns, but | want to be very clear here in making
sure, on the record, that your position on having the
option to move toward a defined contribution plan—and
they’ve allowed that in the more recent amendment. Do

you believe that whether they move backward on that
flexibility from the sponsors or whomever is important to
you in your position today?

Mr. Clark: Certainly, we believe it is. There are a lot
of articles on the sustainability of defined benefit plans,
particularly if you look at what’s happening in the United
States. They’re a luxury now, and a lot of employers are
moving to defined contribution plans. If you want to have
the long-term sustainability, you have to have that flexi-
bility.

Mr. O’Toole: | completely agree. I’m referring you to
the OSFI annual report this year that says there’s a huge
move in that direction for most of the defined benefit
plans. Fifty-five per cent of them are actually in deficit.
The shifting and the liability are very important because
there’s only one payer at the end.

The other concern you had was this, which we’ve heard:
It’s the two-thirds, it’s the governance model and it’s the
arbitration decision. Having served, as you do, in region-
al council—

The Chair: Can you wrap up your question?

Mr. O’Toole: The question is: What you’ve said—the
unanimous consent, arbitration—is that another break
point for you, the arbitration, the decision-making auton-
omy on this particular bill?

Mr. Clark: Yes.

Mr. O’Toole: Very clear. Thank you for the answers.

The Chair: | love concise answers. Thank you so much.

Ms. Savoline: You’re welcome.

Mr. O’Toole: You just like concise questions, that’s
all.

The Chair: | do like concise questions, but I like their—

Ms. Savoline: Thank you for your time.

The Chair: Thank you for being here. We appreciate it.

ONTARIO MUNICIPAL
HUMAN RESOURCES ASSOCIATION

The Chair: Our next delegation is the Ontario Muni-
cipal Human Resources Association. Welcome. Thank
you for being here. If you could identify yourselves and
the organization you speak for. After you’ve done that,
you’ll have 15 minutes. Should you leave time, we’ll be
able to ask questions.

Ms. Christine Ball: Thank you, Madam Chair. My
name is Christine Ball. I’m director, employee services,
for Durham region. My colleague is Nancy Paterson,
who is my counterpart at York region. | am past president
of the Ontario Municipal Human Resources Association,
and Nancy is the chair of our pension committee.

On behalf of OMHRA, we appreciate the opportunity
to address the standing committee with regard to Bill 206.
OMHRA is an association of human resource professionals
working in municipalities, regions and other local
government organizations throughout Ontario. We have
approximately 300 individual members, representing 150
municipalities and municipal agencies.

OMHRA provides for and promotes the exchange of
information as well as a sharing of applied knowledge
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amongst our members. We also take a leadership role in
responding to initiatives of government bodies and other
organizations that will or might have an impact on our
members and their respective workplaces.

While we support the principles of OMERS’s auton-
omy, we hope that the standing committee will give
serious consideration to our comments and recommen-
dations to enable a smooth transition to the proposed
governance model and to ensure that the OMERS
pension plan remains stable, secure and affordable for its
members and municipal employers.

With regard to supplementary benefits, Bill 206
should be restricted to dealing only with issues pertaining
to governance and autonomy of the OMERS pension
plan. We do not believe that the provision of enhanced
benefits for one relatively small segment of the OMERS
population in the form of supplemental plans should be
enshrined in this bill. Governance and autonomy of the
OMERS pension plan is too important and complex an
issue to have it overshadowed by this ancillary focus.
Given the cost impact to the taxpayer, the inequity
created for other plan members and the move away from
OMERS’s fundamental promise of fairness for all, we
strenuously advocate that the supplemental plans be
dropped in their entirety from the bill.

With regard to the cost effects of the supplemental
plans, in Minister Gerretsen’s letter of December 20,
2005, to all heads of municipal council, he asserted that
Bill 206 would not impose any new cost or pension
benefit that would result in added costs for muni-
cipalities. We beg to differ. The cost to municipal
governments, and subsequently their taxpayers, to provide
the suggested supplemental plans is exceedingly steep.

OMERS already has a significant impact on local
property taxes of over $440 million, which translates to
between 1% and 3% on average municipal budgets.
Thus, the cost of supplementary plans would result in
significant additional property tax levies. An analysis
undertaken by the Association of Municipalities, using
actuarial estimates developed by OMERS, concluded that
the potential cost impact for municipalities would be as
much as $380 million per year. The amendments to Bill
206 will increase these costs dramatically, including the
addition of paramedics to the list of emergency service
workers for whom supplementary plans must be available.

The amended Bill 206 continues to provide recourse to
binding mediation and arbitration to resolve disputes
where a two-thirds majority of the sponsors corporation
has not given support for a proposed benefit change.
Section 28 of the bill gives the sponsors corporation the
ability to pass a bylaw to require employers and members
to pay a fee to fund any costs that are not related to
pension administration. This would include the costs of
mediation and arbitration.

Given the size and composition of the sponsors
corporation, it is conceivable that the need to resort to
supplementary decision-making mechanisms could occur
frequently. The transfer of these expenses to the employ-
ers and members will result in additional expenses over

and above the already high pension contributions for the
basic plan and the potential costs of the supplemental
plans. How and when these expenses can be passed along
should be more fully addressed and not be left up to the
sponsors corporation, where special assessments can be
levied in a sporadic or random fashion. Pension contribu-
tions are already a very significant cost to both the
members of the plan and the municipal employers. Thus
the assignment of ad hoc fees to pay for the job of
running the pension plan is not acceptable.

Because of the huge cost impact to the taxpayer, the
immense inequity created for other plan members and the
move away from OMERS’s fundamental promise of fair-
ness for all, once again we strenuously advocate that the
supplemental plans be dropped in their entirety from the
bill. From an administrative standpoint, the logistical
challenges of supplemental plans are considerable and
complex. All the local supplemental plans—and they
would be considerable in number when one considers the
number of local collective agreements—between fire,
police and paramedic unions would have to be managed
and administered by OMERS on behalf of approximately
900 employer groups, not to mention the anticipated
significant increase in actuarial and technology costs.

Local bargaining: We fundamentally disagree with
local bargaining for pension improvements and the likeli-
hood of a settlement through interest arbitration.
Municipal employers already face escalating labour costs
in the emergency services sector. The reality of pattern
bargaining for police, firefighters and, more recently,
emergency medical services makes the opportunity to
bargain at the local level for supplemental pension
benefits unrealistic. As we have seen frequently in the
past, when one police or fire service is successful in
bargaining a specific enhancement to the collective
agreement, other services are awarded the same benefit at
arbitration.
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A case in point is retention pay, which is pay for long
service, ranging from 3% to 9%. Toronto police was
awarded retention pay, then Toronto fire was awarded the
same benefit, and from there it became entrenched in
other areas of the province through arbitration. Almost
90% of the police in Ontario now have the benefit, many
due to the arbitration process and despite the fact that in
many instances retention is not considered to be a local
issue. This example illustrates the domino effect of
pattern bargaining. There is little doubt that the proposed
supplemental plans will follow the same course and be
awarded by arbitrators simply because they have been
achieved in other jurisdictions, with little regard given to
cost and local conditions.

Another significant impact on local bargaining will be
the situation where some members of a bargaining unit—
for instance, emergency medical personnel in CUPE—
will be eligible for supplemental plans while the remainder
of the bargaining unit would not. OMERS has always
enshrined the fundamental premise of fairness for all of
its members; however, the proposed requirement in Bill
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206 that supplemental plans be established to provide
police, fire and paramedics with the opportunity to nego-
tiate the enhanced benefits will increase inequity not only
within the pension plans but within local bargaining units
as well.

Currently, employers and members of the plan pay
almost 10% of their wages to the basic plan. We are
already managing a 9% average increase in basic plan
contributions, which was introduced in 2006, and there is
no doubt that there will be additional rate increases in
future years if current solvency rules under the Pension
Benefits Act continue to apply.

In addition to employer fiscal restraints, we must
consider how much the average municipal worker can
afford. On a typical wage of $40,000 per annum, will
workers be able to afford to contribute 15% of their
wages to basic and supplemental plans? Not only that,
but some members will contribute to a supplemental
plan, only to find that the value of their pension has not
been enhanced.

With regard to transition costs, significant costs will
result when the province ends its sponsorship of the
OMERS plan. When the province devolved the teachers’
superannuation plan and the OPSEU pension trust, it
committed resources to ensure the successful transition of
these plans. It is prudent and just that the province
provide similar financial support for OMERS devolution
to ensure adequate funding to enable stakeholders to pre-
pare for devolution and its encompassing responsibilities.

It’s not sufficient for Minister Gerretsen to state that
the proposed supplemental plans will be exempt from the
current solvency criteria. Provincial legislators are currently
amending the Pension Benefits Act of Ontario. It is vital
that OMERS and other public pension funds be excluded
from the stringent solvency funding rules, not only for
supplemental plans, but for the fund entirely. The safe-
guards created by the solvency funding rules are not
appropriate for public pension plans, since the possibility
of bankruptcy or windup is virtually non-existent.

We fully support any submission made by OMERS
and their recommendations for technical changes or
amendments to Bill 206, and strongly urge the minister to
ensure that the recommendations of the experts be included
in the new legislation. It is imperative that there be no
ambiguity within the new act and regulation and that the
terms and conditions be explicit in their meaning. Following
proclamation of the new legislation, we trust that the
sponsors committee will be given the authority to amend
the plan text as necessary.

Once again, we thank you, Madam Chairwoman, for
this opportunity to address these hearings, and respect-
fully urge you to consider our recommendations and
redraft this most important piece of legislation before
proceeding further.

The Chair: You’ve left about a minute and a half for
each party, beginning with Mr. Duguid.

Mr. Duguid: Just more of a general question. I’'m
trying to figure out who you represent. You represent
human resource professionals?

Ms. Ball: Yes. We are representatives of the Ontario
human resource employees within municipalities through-
out the province.

Mr. Duguid: Are those employees represented by
CUPE? Do they have union representation, or are you
their collective bargaining—

Ms. Ball: We generally tend to be non-union.

Mr. Duguid: Would they be management employees?

Ms. Ball: Management or exempt.

Mr. Duguid: You say that members of the plan pay
almost 10% of their wages to the basic plan. They’re
already managing a 9% average increase in basic plan
contributions in 2006. You anticipate that there are going
to be further increases as well. That plays into the
argument, which | think a number of our employee repre-
sentatives have put before the committee, that supple-
mental benefits are going to be something that will be
regulated by the ability of employees to afford them.
Would you agree with that?

Ms. Ball: I would have to see how that was written
within the legislation. | would find that difficult to imagine
and administer. It would have to be explained how that
would be written into the legislation.

The Chair: Mr. Hardeman.

Mr. Hardeman: Thank you very much. First of all, |
just wanted to point out that since we’ve had the hearings
on this bill, we’ve been continually stonewalled on getting
the government’s figures on how much the plan could
cost when it’s implemented. We’ve asked for it many,
many times. We have figures from all over, but we have
no figures from the government as to what they project.
Now | find out why that is. The minister believes that
there will be no new cost or pension benefits in this plan.
Obviously, he was unable to come up with any numbers,
because there’s going to be no increases.

Interjections.

The Chair: Could we stop the cross-chatter, please.

Mr. Hardeman: One of the things | wanted to ask—
and | thank you for bringing that forward, as many others
have; | think it’s important that the government hears
that. The other thing we heard this morning in some of
the presentations was the issue of the supplemental plans
not applying to everyone. We were told that in fact the
bill allows the new structure to provide supplemental
plans for all members of the plan, so in fact we could be
looking at a supplemental plan for all the CUPE workers.
Have you done any analysis of what would happen to the
“no cost” to this plan if everyone was allowed to have a
supplemental plan?

Ms. Nancy Paterson: We haven’t actually costed it
for all of our membership, CUPE and police, but in our
situation at the regional municipality of York, our land
ambulance or emergency medical personnel are in the
same CUPE bargaining group as the rest of our employees.
We just have one large group. It just seems logical that if
the emergency service personnel get these supplemental
benefits, there is provision for the others to have it,
although there’s not a directive that they should be
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established. It only makes sense that naturally they are
going to want them as well. No, we haven’t costed it.

The Chair: Ms. Horwath.

Ms. Horwath: You are HR specialists in your muni-
cipalities, but you’re also members of this plan. Is that
correct?

Ms. Ball: Yes.

Ms. Horwath: Can | ask you your position or your
opinion on the switch or the move over from a defined
benefit plan to a defined contribution plan, whether you
think that’s the appropriate way to go?

Ms. Paterson: It was my understanding that the
defined contribution plans were only to be for the supple-
mental plans, that the main, basic plan would not change
from a defined benefit plan to a defined contribution
plan. As a vested member of the OMERS pension plan, it
would certainly give me pause if that happened.

Ms. Horwath: So you would prefer for it to be
maintained as a defined benefit plan?

Ms. Paterson: As a member, yes, | would.

The Chair: Thank you very much for being here today.

POLICE RETIREES OF ONTARIO INC.

The Chair: Our next delegation is the Police Retirees
of Ontario Inc. Welcome.

Mr. Syd Brown: Madam Chairman, honourable mem-
bers, | thank you for the opportunity to—

The Chair: Can | just give you the preamble?

Mr. Brown: Preamble? Who we are?

The Chair: If you would let me do my preamble,
please, just as you get yourself settled. If you could intro-
duce everybody and your organization, and after you do
begin, you will have 15 minutes. Okay?

Mr. Brown: We are the Police Retirees of Ontario
Inc. We’re a non-profit corporation without share capital,
and we’ve been so registered with the Ontario govern-
ment since 1992. Our organization is administered by—

The Chair: Could you introduce everybody at the
table first, please, and then begin?

Mr. Brown: Sorry. On my right is Joseph Lederman.
He’s the past president and co-founder of our organiza-
tion. On my left is Gerry Armstrong, who is the pension
officer for the Ontario Secondary School Teachers’
Federation. He’s here for technical support. We initially
put in our brief hoping to get in front of the committee in
November, but we weren’t allowed to. This time we’re
allowed, so we sent in a similarbrief. But since then,
having thought about this whole process, we wonder if
we’re going in the right direction. So our submission
today is entirely different from what we said before.
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Some of the background: I’'ve been dealing with the
OMERS pension board since 1961, and | don’t know
how many other people here have been around that long.
But fortunately the government is now going to do away
with compulsory retirement, so we can go on forever.

This is to the honourable members of the committee.

Having had the time and opportunity to fully review
the provisions contained within government Bill 206 and
the submissions presented to the standing committee by
the various OMERS stakeholder representatives, our
corporation has come to the conclusion, with all due
respect to the government and the honourable members
of the standing committee, that Bill 206 is cumbersome
and unworkable and will create more problems than it is
intended to resolve.

We call on the standing committee to urge the govern-
ment to enter into a partnership with the OMERS plan
members and to play a role identical to the one it now
plays with the Ontario teachers’ pension plan. This part-
nership would involve the government of Ontario and the
members of the OMERS plan represented by their
respective unions, associations and corporations.

With 900 OMERS employer stakeholder repre-
sentatives and hundreds of thousands of active and
retired members represented by a multitude of unions,
associations and corporations all vying for positions on
the corporation boards which will be created, if and when
Bill 206 is enacted and implemented, there will be
resentment, confusion and dissatisfaction for everyone
involved.

We propose that the following steps be taken by the
government:

—Enter into a partnership with the OMERS plan
members.

—Both partners should appoint experts in the field of
pensions and finance to administer and manage the
OMERS plan, with five such pension and finance experts
being appointed by each partner. The administration of
this new government and OMERS members partnership
should be limited to no more than 10 persons.

—Adopt, wherever possible, the administrative and
management skills currently utilized by the Ontario
teachers’ pension plan together with the financial support
available within the Ministry of Finance.

—Adopt the mechanism which will provide the
partners with the ability to negotiate pension improve-
ments. If any pension issues cannot be agreed to or
resolved by the partners, those issues would be referred
to a third party decision-maker.

—Such a structure, coupled with the responsibilities of
the partners in the new OMERS plan, would mirror or
reflect the government’s current partnership with the
Ontario teachers’ pension plan.

—Active employee members of OMERS have no
alternative but to contribute the necessary funds required
to maintain pension stability. Employer members of
OMERS are experiencing difficulty in honouring their
financial obligations to the plan without government
transfer payments or grants. You’ve heard from three of
those municipal governments here this afternoon. Such
being the case, government involvement in the plan is
imperative.

—The partners should immediately begin to negotiate
a partnership agreement which should reflect the partner-
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ship currently in effect between the government and
Ontario’s teachers.

—AIll members of the plan, both active and retired,
must share any pension surplus funds which occur from
time to time in the OMERS plan.

—The act should be amended to provide for a
procedure or protocol which would provide the partners
with the ability and responsibility to manage future
pension surplus funds so that equality for all members of
the plan—employers, employees and retirees—would be
paramount.

—Had the combined and united voices of the
employee, employer and retiree stakeholder representa-
tives been listened to and followed during the OMERS
board consultation sessions in October and November
1998, the amount of the contribution holiday would have
been decreased, and every OMERS stakeholder member
would have benefited equally prior to the 9/11 tragedy
and the subsequent market fluctuations, which resulted in
OMERS pension surpluses being reduced from billions
of dollars to a deficit position, wherein contributions
must be increased beyond the level required prior to the
contribution holiday’s being imposed in 1999.

—The retirees represented by our corporation spent
their entire working lives serving and protecting the
Ontario citizens working and residing within their
respective communities and jurisdictions. Our members
resent the implication by the terminology “former mem-
bers,” as prescribed by the provisions of Bill 206. We
urge the members of the committee to remove such
terminology from Bill 206 and call retirees precisely
what they are: retired OMERS plan members.

The Chair: Thank you. You’ve left about three
minutes for each party to ask a question, beginning with
Mr. O’Toole.

Mr. O’Toole: | just want to acknowledge that you, as
retirees, really were the group that established the nest
egg. You worked through conditions and local collective
agreements. We see pattern bargaining now, where the
stage is set here, and pretty soon down in Belleville
they’re asking for the same thing, which is where they’re
headed: to provincial negotiations. It’s the same as
teachers, really. That’s kind of how it’s done. You’d have
to acknowledge that.

We’ve got two parts here: the policing association and
the fire. This whole bill is about supplementary plans.
Ultimately, that’s it. They’ve been after it for 20 years,
and the time has arrived. Do you believe in the trying to
drive toward a supplementary plan?

Mr. Brown: | think it’s necessary for emergency
workers, yes, or anybody involved in emergency work.

Mr. O’Toole: How would that fit into devolving it,
sort of, into the teachers’ pension plan, which is a very
well administered plan? Have you got any supplemental
plans in the teachers’ plan?

Mr. Gerald Armstrong: There are no supplemental
plans.

Mr. O’Toole: Are there two classes of employees?
We all pick hazardous professions, like ours, for instance.

Every four years we have a serious job appraisal and
there’s no pension.

Mr. Brown: That’s true.

Mr. O’Toole: There are hazards in every occupa-
tion—actors, writers, artists—that don’t have what | call
lifetime employment. That’s not really a question; it’s a
statement. | understand that.

One thing | want to be clear on is the contribution
holiday deal. I fully agree with you, on the holiday, that it
was a bad decision, by anyone. My position on pensions—
and you’re the expert from the teachers—is that there’s
no such thing as a surplus in any pension unless it’s a
partial wrap-up as decided by the Monsanto case or the
complete closure of a facility and company. Would you
agree with that? Actuarial assumptions are wrong on two
accounts: the return on investment or equity as well as
the life expectancy tables. They’re wrong. CPP said it
and admitted it five years ago. OSFI has reported it in
their annual report. What’s your position? Do you think
the pensions are in good shape in Canada?

Mr. Armstrong: | don’t know about pensions in
Canada. | can only speak about the two pensions that I’m
involved with: the OMERS plan and the teachers’ plan. |
don’t want to sit here and talk about the teachers’ plan,
but basically what happened in that plan was that we set
up a contribution corridor, which you heard Rhonda
Kimberley-Young talking about earlier, where you go
from 90% of full funding to 107.5%, and you don’t touch
the contributions if the funding results turn somewhere in
between that. That is a commonsensical approach.

Under this act, what is happening is that they want a
5% contingency fund. Well, that’s not a bad idea. It stops
the kind of yo-yoing that you’re talking about. On the
other hand, why is it that the members and the muni-
cipalities are going to have to reach into their pockets and
pay more when the funding drops below 100%? It should
have a corridor that would allow for those fluctuations.

The Chair: Ms. Horwath.

Ms. Horwath: I’'m going to ask about some general
issues as well because the brief is not related specifically
to the clauses of the bill. | want to ask about your position
on the move to remove the defined benefit requirements of
the future pension plan.

Mr. Brown: We’re opposed to defined benefits,
absolutely.

Ms. Horwath: You’re opposed to defined contri-
bution or—

Mr. Brown: Contribution.

Ms. Horwath: Okay. Had you been in a situation of
having a defined contribution plan all these years, do you
think you’d be with the secure pension that you have
now?

Mr. Brown: No, | don’t think so.

Ms. Horwath: Notwithstanding some of the comments
made by previous speakers, | think I’'m going down the
same path as you. | believe that defined benefit plans are
the thing that we need to protect in this country, regard-
less of where other plans are going in other countries. In
Canada, we think we need to take care of our workers
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after they retire, and | think defined benefit plans are
really the only way to do that.

I wanted to ask really briefly, if I can, whether you
have any suggestions or recommendations around the
quagmire we seem to be in with the current bill, in regard
to representation on the sponsors corporation particularly.

Mr. Brown: Our only position is that we don’t want a
position on any of those corporations or advisory com-
mittees. We believe that the members of OMERS should
have the right to appoint experts to sit there. We don’t
need retirees sitting there. We need pension and financial
experts put on those committees.

Ms. Horwath: So again, a trusteed model, as opposed
to a corporate model; is that what you’re saying?

Mr. Brown: Yes.
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The Chair: Mr. Duguid.

Mr. Duguid: Thank you very much for your sub-
mission today and for your previous submissions. | know
you’ve been in touch with our ministry on a number of
different issues. We appreciate your input and your
suggestions.

I’m trying to get an idea as to who the Police Retirees
of Ontario represent. Do you have a membership right
now?

Mr. Brown: Our membership currently is about
3,000. We’ve got about 6,000 more who don’t pay dues,
and we don’t ask them for dues because they’re widows
or whatever.

Mr. Duguid: Do you work with the Police Pensioners
Association of Ontario, which we heard from earlier
today, or are you a separate organization?

Mr. Brown: No, they were started a few years after us
for some reason or other because they said that we
weren’t representing retirees properly, so we don’t work
with that group at all.

Mr. Duguid: So you have two groups that represent
retirees at this point in time. Okay. That’s really it for
now. Thank you.

The Chair: Thank you very much, gentlemen. We
appreciate your being here.

PATRICK MARUM

The Chair: Our next delegation is Patrick Marum.

Welcome. Thank you for coming. After you’ve intro-
duced yourself for Hansard, so we have it on the record,
you’ll have 15 minutes. If you leave time, there’ll be an
opportunity for us to ask questions.

Mr. Patrick Marum: Madam Chair, members of the
committee, ladies and gentlemen, my name is Patrick
Marum, and most people call me Pat. | am the recipient
of a pension funded through OMERS, so you will
understand my interest in this bill.

I believe that you’re attempting to place the adminis-
tration of the pension in the hands of the members. Some
may say that you are handing over the asylum to the
inmates, but | would not say anything like that. | will try
to be more fair to the proposers of the change.

I suppose you will have figured out by now that | was
not born in Ontario or even in Canada. I’'m a Canadian
and proud to be a Canadian by choice and not by accident
of birth, so | hope you will understand why | feel
strongly about the pursuit of issues that present an unfair
or unjust twist that gives advantage to one side while the
victim looks helplessly on.

Perhaps | should tell you that | was actually born in
Ireland and | have been unable to shake this accent
during the past 33 years here in Toronto. But in the years
leading up to my leaving that country, | observed a
pattern taking place. | should define what | see as a
pattern. If something happens once, it’s probably an
accident. If it happens twice, it could be a coincidence.
However, if it happens a third time, we’re probably
looking at a pattern. If it looks like a fish, smells like a
fish and wiggles like a fish, there’s a good chance it is a
fish—that kind of stuff.

In Ireland, what we had were industries that were well
established and slowly becoming unionized, factories
providing the employment that helped many families step
out of the shadow of the small farms that their past
generations had depended on in order to survive. Largely,
these manufacturers had been attracted to targeted areas
by government subsidies and by tax incentives of various
levels. By the way, these were name-brand industries
operated by local Irish corporations. As time passed, the
elasticity of economic reality began to show on the
balance sheet, and these companies began to develop an
exit strategy that would minimize the damage to the
corporate image. Somewhere someone decided to pro-
mote a local man to the highest position possible—
locally, that is—and now, with that popular local in
place, the factory closed, for all the right economic
reasons, of course. All this had to be explained to the
shocked communities by that popular local man, who,
after all, would suffer equally with the soon-to-be-
displaced workers.

If we are all hurting equally, there is nobody to really
blame, not even the host corporation that has bled the
factory to death in the name of a better bottom line. I
remember one story in the paper where the corporate
talking head questioned the management of the factory
and hinted that perhaps local control had been a mistake.

Had the incident | have described been isolated, |
would have no business bringing it to your attention
today. However, like any good con job in the criminal
community, the word spreads and others quickly learn
from their friends. The hardship | have described for
those workers was felt in many communities throughout
the country.

A con job, you are thinking—what has a con job got to
do with government? Government doesn’t need to
deceive. It doesn’t need to use sleight of hand to fool the
residents. Government has all the power it needs to do as
it pleases, and therefore | am out of line for making such
a suggestion. You know, you could be right. But tell me,
then, why Elinor Caplan, while a minister at Queen’s
Park, signed an order in council placing into general
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revenues all the money in a trust fund that was to help
communities throughout this province. Most of you will
know that an order in council requires two signatures.
Ms. Caplan simply concurred with her own first signature
while presenting herself in another capacity. Think of all
those billions of dollars grabbed from lotteries and
gambling then and since then by that single move. Now,
do you blame me for looking under the rocks for snakes?

I could review similar matters that show others in the
same kind of light, but | want to deal with the matter
before us today. Deceit and deception are not the exclu-
sive domain of government these days. Take a look at our
corporate leaders. Take a look at some of the accusations
being levelled against them. Take a look at some of their
past behaviour. Wasn’t it A&P/Dominion that got taken
over and then soon after there was a report indicating
how the workers’ pension was overfunded? Heck, those
workers were so over-funded for their pension that the
corporation should be able to take some cash from the
pension fund. Don’t you remember? The raider would
only take that part that would never be needed by the
workers. Their security was a sure thing.

Well, government stepped in and put a stop to that,
and we all cheered and applauded the leaders of our day.
But could it be that some little bureaucrat who was
required to research the blocking of that corporate raider
may have seen a way to move this scheme past the legal
hurdle that foiled the raider? Could it be that someone
read an old report and became inspired? Could it be that
someone simply had a new thought about an old scheme
to grab money they felt they had title to?

Whatever it was that provided the inspiration, funds
from the OMERS pension were used to subsidize every
city and municipality in the province. They were all
given a 10-year holiday from making a contribution to
their workers’ pension, a scheme that was funded totally
and completely by the OMERS pension fund.

Let’s look at how it took place. A report was gen-
erated by some expert declaring that the pension was
overfunded and could support a reduction which would
bring it in line with the national averages or some such
gobbledygook. The bottom line is that the pension fund
took a serious hit, and for 10 years various levels of local
government basked in a reduced pressure on their tax
base. You may say that the workers got a break too for 10
years, and of course you are right, but even new members
who had never paid one cent into the fund were sub-
sidized for 10 years. But that’s not the issue here today.

I believe that the report that justified the feast of
financial forgiveness for the municipalities is as solid as a
rock. | have that kind of faith in numbers and statistics,
but then, | have a couple of shares in Enron—marvellous
financial reports it had, just marvellous.
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Now | see that you want to grant control of my
pension to the locals as well. | hope it is not a repeat of
the Irish scheme coming to haunt us Canadians.

I hear what you are thinking: “What does he want?
Why doesn’t he shut up and tell us what he wants?”

Well, I’ll tell you. | give you a way to show that every-
thing | have said is off-line, that everything being said
about this new bill of yours is true and will cause all the
old pensioners whose false teeth and walkers are rattling
with fear to relax: Simply guarantee that if this pension
plan ever has an economic crisis, you will fund it up to
the amount that was used to fund the municipalities and
cities, and also add the interest that the money could have
earned if it was left in its rightful place in the first place.
If all the economic reports are fair and true, if no one has
spoken with a forked tongue, if the future is as bright as
OMERS has painted it, what have you got to lose by
guaranteeing this money?

Ladies and gentlemen, please reflect on the proposal |
have outlined. A lot of voters in this province depend,
and more will soon depend, on the security of this pension
plan in order that they and | may survive. Thank you.

The Chair: You've left about six minutes, two
minutes per party, beginning with Ms. Horwath.

Ms. Horwath: | very much enjoyed your very
thoughtful presentation. One of the things this bill is
contemplating is in fact what some would say is the
removal of the guarantee of funding of the plan, which is
the solvency funding, the reason being that there’s an
assumption that solvency funding isn’t required to the
same level because these are public organizations and,
theoretically, the public funds are not going to become
bankrupt and unable to pay the pension obligations. Can
you comment on that?

Mr. Marum: As long as the pensioners who have
earned their way into the pension are guaranteed the
pension they are given, with all the provisos and equity
they have paid into it, and are looked after, how it is
managed | have no argument with, and | leave that to
people like Syd Brown, who did a marvellous job for me
when | joined the police force back in the early 1970s. I
trust that these people know what they’re doing when it
gets down to the detail, because that’s where the devil is.

That’s fine, but for the broad strokes, for items like the
principle of taking the money out of the pension and now
all of a sudden if you want an extra supplement on your
pension, you have to pay more money for it, the extra
money that was there in the first place could have
assisted toward this. So there’s a degree of unfairness
here, and 1’d like to see the playing field levelled just a
little bit more.

The Chair: Mr. Duguid.

Mr. Duguid: Thank you, Mr. Marum, for taking the
time to join us today. | know Mr. O’Toole enjoyed
hearing your stories about Ireland and, as somebody who
also has Irish heritage, I did as well.

My question to you is more based on the holiday that
you talked about, the five-year holiday that munici-
palities had with regard to the pension. You seemed to
express some concern about that. It was done under the
Income Tax Act. What do you think happened to the
money that was saved during that period of time?

Mr. Marum: That was saved by whom?

Mr. Duguid: Municipalities.
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Mr. Marum: Oh, the municipalities. It just eased the
pressure on their tax base. They didn’t have to go to the
property owners to ask for more money. Of course, that’s
a substantial saving for property owners because, after
all, those dollars are paid in tax-paid dollars. So if you
ease off that—and these are not tax-paid dollars—it’s
probably a little bit easier for everybody, except those
who fought hard through negotiation with the cities to get
the benefits that went into the fund. If there was a
surplus, there’s a natural expectation that the benefits
would increase a little bit. But instead of the benefits
increasing, of course, the money was used to ease the
burden on the cities. You can argue both ways for that. |
happen to think it’s a little unfair.

The Chair: Mr. Hardeman.

Mr. Hardeman: Thank you very much for your
presentation. | share your concern with the analogy. |
think it really speaks to this bill, partly on the basis that
as we looked at the devolution on, I think, the first day
we held hearings, we found that a number of the present-
ers talked about how, if you looked at the future of this
plan, there would not be enough dollars to fund it. The
province was, in fact, unloading this liability to the local
operator, who was going to take the blame for it, which
of course are the municipal employers who wouldn’t be
blamed for anything because they’re hurting as much as
the others. | think that was a very good analogy.

The other thing | would just like to ask—and obviously
you’re very informed about the bill—is we’ve also had
some discussion about the defined benefit and the
defined contribution plan and the switch that the govern-
ment has made by taking it from a defined benefit to a
defined contribution plan. Of course, that means that
after the devolution, the organization would no longer be
obligated to pay that which they had agreed to pay the
pensioners, who no longer have any control over it. They
would have to take a reduced pension because there were
no longer funds to do it.

After all that, 1I’d just like to ask you if it had been
properly done with the contributions, if it’s a defined
benefit plan and the holiday had been assessed properly
so that it ended when they were running into the position
where they required the contributions to keep the fund
high enough, would that still be filling your pockets with
somebody else’s money? Isn’t there some need to say
that the money going in and the money coming out stays
in balance?

Mr. Marum: It would be kind of nice if the money
going in and the money coming out stayed in balance, but
as long as you leave the money that was there in the first
place where it is, then if you run out of money or you
need some extra, you can go to the beneficiaries and say,
“Listen, we need a few extra dollars here to make this
work.”

Mr. Hardeman: But not doing it at all, though, in fact
removes the definition of the defined benefit plan. In fact,
if you are guaranteed a certain pension, there is no
benefit to you in having a fund growing that is beyond
the pension you’re going to get.

Mr. Marum: The teachers’ fund had a similar situ-
ation to that, and for a small contribution they allowed
extended benefits—a very small contribution. | haven’t
seen that same thing occur with OMERS. I’m referring to
the beneficiary. If | die, my wife gets 60% of what | get.
The teachers, for a small contribution, can get 100%.
Small things like that.

The Chair: Thank you for being here today. We
appreciate it.

Mr. Marum: Thank you.

CANADIAN AUTO WORKERS

The Chair: Our next delegation is the Canadian Auto
Workers, CAW. Welcome. Once you get yourself settled,
if you could identify yourself and the group that you
speak for. When you do begin, you will have 15 minutes.
Should you leave time at the end, there’ll be an opportun-
ty for us to ask questions.

Ms. Cara MacDonald: My name is Cara MacDonald.
I’m in the pension and benefits research department at
the Canadian Auto Workers union, and | want to thank
you for allowing us to speak on the bill again today.
CAW Canada represents about 1.5% of the total OMERS
membership.

I’m not going to read our submission. | just want to
highlight a couple of main points. We’re very concerned,
of course, with Bill 206 and the revisions that were made
to it. We believe that this revised bill is actually worse
than the first one, and we also believe that our members
are worse off under this bill than compared to the status
quo arrangement.

We’re dismayed to see that the 1.4% benefit cap
remains in place with the revised legislation. At the same
time, the revised bill seemed to address many of the
concerns raised by the employers, such as the two-thirds
majority vote, which as far as we’re concerned is com-
pletely unacceptable to our members. Even worse, the
revised legislation contemplates the placement of a
management association on the employee side of the
administration corporation.

Without repeating the issues we raised in the last
consultation, we have some serious concerns about
representation. As we mentioned in our last presentation,
we do support the principle of representation by popu-
lation, and for determining representation for the other
employee groups, we believe that a more effective and
fair method could be adopted. For instance, in order to sit
on the corporations, employee groups with 1% or more
of the total membership could either rotate among
themselves or have all of the representatives sitting on an
expanded board.

1510

The main concern we share with other employee and
union groups is that the government is going to ram this
legislation through, and that you’re going to walk away
and we’re going to be left with an unworkable solution
with no tools in place to address and resolve any differ-
ences.
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So we’re here today to urge you to reconsider in-
troducing this bill, to go back to the drawing board. We’d
like to see the government establish a process whereby
the employee groups, the unions and the employers could
be brought together so that we can negotiate and determine
the structure on our own, using Bill 206 as a starting
point.

The Chair: You’ve left a considerable amount of time
for our groups to ask you questions, beginning with Mr.
Duguid: about four minutes each.

Mr. Duguid: I may not need the full four minutes, but
I thank you for your deputation.

I guess I’m a little surprised to hear you say that the
bill hasn’t been improved from your perspective, because
I look at some of the measures we’ve taken, things like
where we propose stronger language to ensure that
rebound costs from the supplemental benefits will not
impact other employees besides those directly impacted
by the supplemental benefits. We have moved forward
with amendments in the last committee session with
regard to greater representation by population, which a
number of groups have been calling for. You’ve got
better representation in terms of the advisory committees.
We’ve removed the requirement for OMERS’s CEO to
play a role in the mediation process, which was a concern
raised by stakeholders such as yourselves. We’ve looked
at a number of different changes that we’ve made to the
bill to accommodate some of the requests made by
groups such as yourself and CUPE and others.

So when you say it hasn’t been improved—I under-
stand your concern in terms of the cap on the benefits,
and we’re looking at that. We’ve heard a number of
deputations on that. But in terms of the representation-
by-population aspect, it has more or less been addressed
in the committee structure. The door is still open. We’re
still looking at the committees and the representation.
We’re still looking at the size of the committees, which
has been raised by a number of groups as a concern.

I’d just like to know exactly where you’re coming
from with some of this stuff.

Ms. MacDonald: Thank you for the question. Certain-
ly, we’re pleased to see that the paramedics were
included for the supplementary plans. We’re also pleased
to see that there is stronger language on the rebound
costs.

In terms of some of the other issues that we raised, we
did raise the 1.4% benefit cap as an absolute dealbreaker.
The two-thirds majority is new, and that’s an absolute
dealbreaker. And we still have some concerns about the
representation.

CUPE now has representation by population. It’s not
quite representative of the population, but it’s certainly
better than the first crack at the bill. But there’s also less
representation now under this revised legislation for other
employee groups, and adding a management association
on to the employee side of the administration corporation
is a deal-breaker. So it went from one or two deal-
breakers to a whole handful of dealbreakers this time
around.

The Chair: Mr. Ouellette.

Mr. Ouellette: On the representation, you mentioned
the potential rotating membership. As opposed to that,
you mentioned too—there was a rotating and a fixed
number, where everybody has representation. What should
the number be there? What do you feel it should be?

Ms. MacDonald: | think there are only 10 employee
groups with representation of 1% or more of the total
membership. | don’t think that expanding the sponsors
corporation is going to be too unruly, to have represen-
tation from all of those groups on the board. However, |
understand that some people do have some concern about
that, so as an alternative, as a second step in terms of
what we would like to see, even a method for rotating
among the groups with 1%-plus membership—so our
preference is for everyone, all the employee groups with
1% plus, to be able to have representation.

The Chair: Mr. O’Toole.

Mr. O’Toole: | appreciate your presentation and 1I’m
just repeating a few of the words here: “A majority of
plan ... do not support this bill”—you’re representing the
CAW,; I’'m very familiar with them—*"“may be forced
on...” You used the words “ram through.” It’s pretty
harsh language. | hope Mr. Duguid is listening, because
we are hearing that consistently from all the leadership. |
see Hazel McCallion here. All of the municipalities,
AMO, are basically—these are the employer-type groups,
and the employee groups are now speaking up. See
CUPE and Sid Ryan’s report.

I can’t understand why they’re actually doing this. If
there’s a break point, you’ve said here—a deal breaker
was the majority issue, as well as the governance
majority issue, going into the mandatory arbitration.
We’ve seen those decisions more frequently in police and
fire, where they say, “irrespective of the municipality to
pay.” That’s what the decision usually says. We heard
that from the eastern Ontario wardens this morning. Why
do you think they’re doing this? Are they offloading
potential liabilities into the future? If you look at the
whole pension profile, public and private, they’re all
tanking: Ford, General Motors, Chrysler; Stelco is all
about pensions. The list goes on. You should read the
new report. You probably have, because you work on this
full-time. The OSFI report is quite shaking. In fact, I'm
old enough; I’'m well over 60. Why are they doing this? |
think they’re shifting responsibility or future liability.
They don’t care if it’s supplementary plans. Dalton will
be saying—he promised not to raise your taxes. | think
he’s going to have the municipalities raise the taxes.
That’s what he’s doing. What’s your response to that?

Ms. MacDonald: I’'m not privileged to know exactly
what the thought process is behind the legislation. But,
having been involved in a number of consultation pro-
cesses with regard to governance and seeing this issue
ongoing, | would say there is an element of truth to the
argument of offloading responsibility, shifting the potential
financial burden in the event of a shortfall. There’s
certainly some of that. But I also think that some groups
have effectively lobbied the Liberal government.
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Mr. O’Toole: Which groups would they be?

Ms. MacDonald: Certainly the police and the fire-
fighters would like to have the supplementaries, and
that’s fine. We’re not opposed to supplementary plans as
long as they’re available to all other parties.

Mr. O’Toole: Yes. That’s discriminatory under the
current framework. Ms Horwath has raised that. It’s
discriminatory. It’s going to be allowed to a group. It’s a
negotiated element. Leave it as such and let them nego-
tiate it. But these arbitrated solutions will be a charter
challenge.

The Chair: Thank you, Mr. O’Toole. | don’t think
there was a question then.

Ms. Horwath.

Ms. Horwath: I'm not surprised by what you’ve
raised as the issues, and certainly the other employee
groups we’ve heard from, police and fire aside, have a lot
of concerns, particularly around the inequities of the bill.
It’s interesting: If there’s one consensus that has been
reached through this process, and again, police and fire
aside, | think the consensus from employee and employer
groups is that this bill shouldn’t go further in its current
state. Certainly on the employee side, there had been a lot
of groundwork done initially to make sure that the
interests of the different worker groups, if you want to
call them that—police, fire, CUPE, CAW, OPSEU and
others—were all kind of going along in the same
direction. It’s unfortunate that a bill of this import to all
of those stakeholders ended up dividing all the groups
and causing such a rift. It’s really irresponsible, in my
opinion, that we’ve ended up in this position particularly.

I’d ask you to speak very briefly in regard to the
change you saw when the two-thirds majority got added
in and how you understand that. Did you understand,
through the process, that we were going to end up going
in that direction? How did you react when you saw that
change, the two-thirds requirement?

Ms. MacDonald: It was my understanding that that
was one of the key issues raised by the municipalities and
by AMO. | was actually quite surprised to see it in the
bill. We were outraged; we were absolutely infuriated.
We had a meeting with the other employee groups—we
call ourselves the Coalition for OMERS Pension Fairness—
and all of us said that this was an absolute deal breaker
and that if there had been any sort of momentum building
or any basis for agreement with the legislation, with Bill
206, this revised bill just completely wiped away any
possibility of consensus. We just need to scrap this and
start from the drawing board, get back to basics and try to
start discussing the structure again, as opposed to having
it imposed on us.
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Ms. Horwath: Not dissimilarly then from others who
have spoken today, that would be your advice to the
government at this point. The bill has become so mired in
problems now. In an attempt to amend it, it’s gotten
worse, so now the solution should be to get rid of the
whole thing and start from scratch.

Ms. MacDonald: Absolutely.

Ms. Horwath: Do | have more time?

The Chair: You have lots of time; another two
minutes.

Ms. Horwath: Great. One of the things that was a
shock to me during the first clause-by-clause process was
that the government put an amendment to change from a
defined benefit plan to a defined contribution plan. |
know you’re very experienced in pension issues and very
well read on the difference between those two. Can you
describe to me how you felt when the defined contri-
bution issue was raised by the government?

Ms. MacDonald: It’s my sense that the whole issue of
defined contribution is being raised in the context of the
supplementary plans and that, on termination or a partial
windup, the benefits could be reduced if there wasn’t
enough funding available in the plan. That’s somewhat of
a defined contribution, but not quite; it’s how the multi-
employer pension plans work under the Pension Benefits
Act, where you can actually have a defined benefit, but in
a closure or windup situation, the benefits are reduced.
So in windup situations, it kind of acts as defined
contribution, but if the plan is ongoing, as a defined
benefit. That’s how the legislation has contemplated the
supplementary agreements would work. In order to
ensure that there’s the defined benefit, the actual benefit
guarantee, on a possible windup, there definitely would
need to be the solvency funding.

Ms. Horwath: That’s the way to deal with the con-
cern or the problem around whether or not there’d be
enough funds available to ensure the benefit was there:
through solvency funding.

Ms. MacDonald: Yes.

Ms. Horwath: If | could just follow up on that,
because that’s an issue that has come up throughout the
hearings now: whether or not solvency funding is
required. Can you speak to that briefly?

Ms. MacDonald: 1 don’t think solvency funding is
required on the basic plan, but then of course there’s the
concern tied to that of the devolution of power and
responsibility, the shifting of burden. It is a concern, but |
think that right now we could support the elimination of
solvency funding on the basic plan.

The Chair: Thank you for being here today. We
appreciate it.

COUNTY OF GREY

The Chair: Our next delegation is the county of Grey.
Welcome, gentlemen. As you get yourselves settled, if
you could identify yourselves for Hansard and the
organization or area that you speak for. When you do
begin, after the introductions, you’ll have 15 minutes.
Should you leave any time at the end, there’ll be an
opportunity for us to ask questions.

Mr. Gary Wood: Thank you, Madam Chair. Good
afternoon, ladies and gentlemen. My name is Gary
Wood. | am the CAO for the county of Grey. With me
today representing Grey county are Warden Bob Pringle;
Councillor David Fawcett, chair of our finance and
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personnel committee; and our director of human resour-
ces, Grant McLevy. On behalf of the corporation of the
county of Grey, we appreciate the opportunity to present
our comments on Bill 206.

The corporation of the county of Grey is an upper-tier
municipality, with nine local municipalities, having a
combined population of 91,000. The county of Grey and
its member municipalities have in excess of 1,000 employ-
ees, and collectively we are affected by the provisions of
Bill 206.

We will use our few minutes of presentation time to
comment on five major issues we have with Bill 206.

The first is due diligence. Our recommendation is that
the government defeat Bill 206 in its current form and
undertake due diligence in order to consider the potential
fiscal implications of Bill 206 to ensure that the proposed
changes protect the interests of employers, employees
and taxpayers. Our elected municipal representatives
believe that the existing OMERS pension plan is a very
good plan. The current state of OMERS is healthy, and
the overall benefits provided by this plan are the result of
years of fair negotiations between labour and manage-
ment, with the province acting as sponsor of the plan.
The outcome has been the creation of a pension plan that
provides very well for the members and is the envy of the
vast majority of our ratepayers.

We believe it is of the utmost importance for every
member of the provincial Legislature to become well
informed of the contents of this bill. We ask that no
member vote to support Bill 206 without a thorough
understanding of the financial implications or impact on
their constituents. This understanding is important so that
each member may explain why additional employee
pension costs needed to be loaded on to the property tax
bill without benefit to the taxpayer.

The government has committed to a dialogue with
municipalities on key provincial initiatives affecting
municipalities through the Association of Municipalities
of Ontario. AMO has requested that the government
provide its cost projections to support the government’s
contention that municipal cost impact estimates of this
bill are too high or that they have used a worst-case
scenario. In spite of this commitment for dialogue and in
spite of AMO’s request for the government’s cost
projections, we have not seen evidence that the cost
impact to municipal employers has yet been considered
by the government.

The Ontario Secondary School Teachers’ Federation
has said that it does not see OMERS governance as a
matter for public or legislative debate. We disagree with
that point of view. We believe that if the province
withdraws as sponsor of the OMERS plan, they must
outline to the public how their interest will be protected.
In its current form, municipalities, and ultimately the
taxpayers, will need to pay for significant cost increases
through property tax.

We believe that the government is moving this bill far
too fast. In its current form, it raises significant technical,
public policy and economic issues, and as such it should

not be rushed through the House. Further study and
changes to the bill are required. We believe that, as a
minimum, a government-sponsored actuarial analysis
should be undertaken to show the potential cost impact of
Bill 206.

Assuming that the government defeats Bill 206, as we
recommend, we would also like to provide comment on
four other issues in the event that Bill 206 is brought
back in a less harmful fashion. The first of these points is
on the sponsors corporation. Our recommendation re-
garding the decision-making structure of the sponsors
corporation is that the proposed structure is unnecessarily
complicated and favours a mediation-arbitration approach
based on a simple majority vote. The bill should indicate
that decisions for specific changes be subject to the two-
thirds majority vote across the board and eliminate a
decision-making model that includes arbitration.

The sponsors corporation has authority to make changes
to benefits or contribution rates with an affirmative vote
of two thirds of its members. In the case of a proposed
change that is neither accepted nor rejected, the sponsors
corporation may, by an affirmative simple majority vote,
refer the proposal to mediation and arbitration. Hence,
this decision-making structure allows that a simple
majority decision of its members may make changes that
have potentially huge ongoing financial consequences to
municipalities and, ultimately, local taxpayers.

The decision-making authority imposed on the sponsors
corporation within Bill 206 flies in the face of autonomy.
It does little to protect property taxpayers from excessive
increased costs. It is clearly designed to meet the
expectations of the emergency services sector to have
access to an arbitration model in order to secure a
number of supplemental plans that would enhance their
respective retirement benefits. The creation of a sponsors
corporation as well as an administration corporation to
oversee and operate the OMERS pension will result in
additional administrative costs for employers and,
presumably, employees. The province should fund the
start-up cost of the sponsors corporation, as was done for
the Ontario teachers’ pension plan.
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Our third point deals with supplemental plans. Our
recommendation is to remove from Bill 206 provisions
allowing for supplemental plans for emergency sector
workers, and that all members in OMERS, excepting
retirement age 60 for police and firefighters, be treated
equally. Bill 206 should only include issues regarding
governance and autonomy.

Bill 206 mandates the creation of supplemental plans
for employees in the police and fire sectors, and now
paramedics. This combined group, although large in
number, still represents a small number of the total
employees who are members of OMERS. We are con-
cerned with the future costs associated with providing
supplemental plans for this select group. This privileged
group has now been expanded to include civilian police
employees and eliminates the traditional police and fire-
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fighters group previously used in establishing OMERS
pension entitlement.

We are also greatly concerned with the prospect of
now having to provide identical benefits to all employee
members of OMERS. As recently as yesterday, we were
asked by one of our six labour unions when these
benefits would be on the table for them as well.

We have considered the financial impact the current
provisions of Bill 206 would have on the county of Grey.
At a minimum, the cost impact for paramedics alone
would be $400,000 annually. Extending similar benefits
to all county employees would increase our costs in
excess of $1.1 million annually and represent a property
tax increase of 1% to 4%. These are estimates only. To
be more precise, an actuarial analysis of our employee
group would need to be done. We believe the govern-
ment should have done this before now for the entire
members’ plan.

Whatever the cost, these dollars could be used to
provide enhanced protection for persons and properties or
to rebuild roads for our ratepayers. Instead, these dollars
will be directed toward increased pension benefits and
reduced protection as emergency workers, through these
new supplemental plans, are encouraged to retire earlier.

The question we ask on behalf of our taxpayers is,
why did this government see it necessary to add this
expense to municipal property tax while providing ab-
solutely no improvement in municipal services or benefit
to property taxpayers? As a municipal employer, we do
not support the notion that the current OMERS pension
plan creates issues in retention of our staff, nor do we
have difficulty attracting new employees in the emer-
gency services sector as a result of the OMERS pension
being viewed as inadequate.

Initial OMERS devolution discussions were focused
on improving efficiencies in board decision-making and
streamlining board appointments, yet Bill 206 shifts the
focus to one of enhancing retirement benefits for a select
OMERS employee group. We ask the standing committee
to consider the financial implications of this shift away
from the initial focus on autonomy and devolution. We
believe that, through the provisions outlined in Bill 206,
the province is ignoring the best interests of communities,
small business groups, seniors and property taxpayers in
general.

Our fourth item is defined benefit or defined con-
tribution. Our recommendation is for Bill 206 to maintain
the flexibility to provide benefits funded on either a
defined benefit or a defined contribution, as decided by
the sponsors corporation. We support the government’s
removal of section 9 of Bill 206, which necessitates that
all benefit plans be defined benefit plans. If the intent of
devolution is to permit the members of the sponsors
corporation to take more responsibility for their plan and
the financial consequences for their decisions, we agree
that they should have the flexibility to make their own
decisions on this matter. Employers are under significant
financial pressure today in maintaining employee bene-

fits when the benefit is defined, as opposed to the
employer making a contribution toward the overall cost.

Our fifth and final point has to do with solvency
funding and supplemental plans. There’s nothing in Bill
206 that changes the solvency requirements for OMERS
supplemental plans, and it would be irresponsible to
adopt a reduced cost estimate to administer such plans
based on a potential solvency exemption. With the govern-
ments’ current amendments to Bill 206, projected
municipal cost estimates will actually increase, not de-
crease, resulting in property tax increases without any
additional benefit to the property taxpayers in our county.

We welcome questions members of the standing com-
mittee may have for us, and we thank you for receiving
and listening to our presentation.

The Chair: We have slightly over a minute for each
party, beginning with Mr. O’Toole.

Mr. O’Toole: Thank you very much. We had a very
similar presentation this morning. The very first presen-
tation was from Grey-Bruce, and had a similar inter-
pretation. We are hearing many of the same comments by
the municipal leadership, both elected and civil servants,
as | would call them.

You seem to be a very sophisticated person—not to be
artificial—and 1’m sure you’re involved in negotiations,
and payroll and benefits are about 80% of your budget
anyway. Have you looked at working with the agree-
ments? There are supplemental plans in some parts of
Ontario today for emergency workers.

My question is this: There’s nothing preventing, in
negotiations—

The Chair: Mr. O’Toole, could you ask a shorter
question? We’re never going to get to the answer—

Mr. O’Toole: Well, okay. Yes, | will. Thanks very
much, Chair.

The Chair: And speak right into the microphone,
please.

Mr. O’Toole: | would have asked it by now.

The Chair: No, | don’t think so.

Mr. O’Toole: The provincial police, fire and ambu-
lance associations establishing a supplementary plan
without Bill 206: Do you think that’s possible? A group
RSP—this would be a group plan as a supplementary
retirement benefit.

Mr. Wood: Outside of OMERS, quite possibly; no
doubt about that.

Mr. O’Toole: I’m sure they can; absolutely. | wonder
why they don’t do it.

Mr. Wood: Well, | can tell you what happens when
they do it. When they do it, then everyone says, “Me
too,” and that’s not acceptable.

The Chair: Ms. Horwath.

Ms. Horwath: | just wanted to ask about your
assertions around asking the government to maintain the
removal of the requirement for defined benefit plans.
You talked about the flexibility that this will allow. Can
you expand on that flexibility, please?

Mr. Wood: The entire intent of the devolution was to
try to get the government out of the awkward position it’s
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in and to try to put the control back into the parties that
are in fact negotiating the plan all the time, and that’s the
employers and the employees. We’re suggesting that the
decision for that be placed back into their hands and not
be mandated by the government. We see no reason for
that to be mandated by the government; that’s what
negotiations are all about.

Ms. Horwath: You say that referring to the entire
plan, not just supplementals.

Mr. Wood: This bill only deals with supplementals,
as far as | know. The basic plan is defined, and I’m not
sure that can be undone at this point. But certainly |
would see that the entire plan and the supplementals
should be a decision that the parties involved with the
negotiations make, not one that is mandated by govern-
ment.

The Chair: Mr. Duguid.

Mr. Duguid: Thank you for being here today and
joining us to make the presentation that you’ve made. My
question is around your cost estimates. We’ve had testi-
mony here today and in previous committee hearings that
has indicated that any suggestion that all the benefits will
be taken up fully is totally unrealistic given the cost to
employees themselves, that even the employees wouldn’t
be in a position to be able to take up all of the benefits
fully. It looks like your cost estimates—I’m just glancing
at them; | haven’t seen them. Could you tell me if they
are inclusive of a full take-up of the benefits? Is that what
you’re estimating as a worst-case scenario?

Mr. Wood: The $400,000, the minimum for EMS, no.
That’s a figure based with their moving to the suggested
new group and benefiting with the earlier retirement and
also the additional accrued service at 2.33%, | believe.

Mr. Duguid: Soit’s a full take-up of all of the benefits.

Mr. Wood: No, there are many other things that were
possible to negotiate; | think there are up to nine different
ones. So when we talk about the minimum, no. We’re
looking at our basic minimum. But we still include in our
costing the solvency funding because that hasn’t been
eliminated. But even if it were, each of these groups
differ from municipality to municipality. It depends on
their age and many factors. We are asking you as the
government to undertake an actuarial study so that this
question will not be argued back and forth between you
and me, but in fact will be definitively answered through
that study.

The Chair: Thank you and your delegation for being
here. We appreciate it.
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CITY OF MISSISSAUGA

The Chair: Our next delegation is the city of
Mississauga. Welcome. Once you get yourself settled, if
you could introduce the people with you and the city that
you represent so Hansard has a record of it. After you’ve
done your introductions, you’ll have 15 minutes. If you
leave time, there will be an opportunity to ask you
questions.

Ms. Hazel McCallion: Thank you very much. 1’d like
to introduce our city manager, Janice Baker, and Eric
Draycott, our human resources commissioner.

I’m not sure I’m pleased to be here today. | thought
maybe the last time we were here we might have done
some good, but when | read the changes that were made,
it went from bad from worse, so it forced me to come
back because of the grave concern.

We don’t support many of the amendments that were
made by the standing committee. We don’t really believe
the standing committee listened to the municipalities,
AMO etc. You will know that there is a consistency in
the submissions made by the municipalities. It’s the tax
increase that’s going to occur, and the downloading that
the public doesn’t even know about. It’s very difficult for
us to get our message across to the public that this is a
downloading. | would think that it will make the down-
loading of the previous government look like chicken
feed when this is put in. To think that it’s going to stop at
fire, police and paramedics is a joke, quite honestly. It
will spread.

I think CUPE has already made—by the way, | want
to thank CUPE for the ad. I’ve had more requests from
the public now, since CUPE put the ad in the news-
papers, so | want to thank them; not that | agree with
their entire presentation, because we strongly support the
two-thirds vote. | just can imagine sitting around the
table and deciding on the supplemental plan and some-
body is home ill that day. A simple majority: That would
be easy. Or arrange for somebody to be home ill. That
has not been unusual in some decision-making situations.
So the two-thirds vote, in my opinion, is absolutely
essential.

Arbitration doesn’t work. It hasn’t worked for the
municipalities for years. The Large Urban Mayors’ Caucus
right now is asking the minister to come before us to
discuss arbitration. It doesn’t take into account the finan-
cial capability of the municipality to pay or take into
account the financial capability of the taxpayers to pay,
and could have a major impact on seniors, etc., who are
struggling now to keep their heads above water.

I’m not going to read our presentation because, quite
honestly, it repeats a lot that’s been said to you by differ-
ent groups and by AMO. | just say to you that this bill
has got to go back.

I notice that questions have been raised on our estimates
of cost. | would love to have the provincial government’s
estimates of cost. | really would like to see them, to have
an opportunity to comment on them. They’re challenging
ours, and that’s right; that’s okay. But | would like to
challenge their estimates. | can assure you that I’ve been
told—I don’t know how accurate it is—that if the OPP
and OPSEU ask for it, which will be a natural, the cost to
the province for the OPP would be something like $77
million.

I don’t believe the province has done its homework.
That’s my position, very clearly. The public is not in the
picture on this at all. This government promised not to
increase taxes. | think they will increase their own taxes,
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if it goes to the OPP and OPSEU. But I’ll tell you that
they’re going to increase our taxes. In my opinion, that’s
a tax increase, no doubt about it.

Therefore, | say to the government, please go back and
do your homework. The bill is flawed, and the standing
committee hasn’t made it any better.

There’s going to be a major cost to the stakeholders in
setting up the situation that they have recommended. |
hope the province is going to fund that cost of the set-up.

Members of the committee, please, have you done
your homework on the cost, the impact? If you have,
would you share it with us? We would love to have it in
order to comment on it. So I ask you, | plead with you
today, to go back to square one, and | speak not only for
the city of Mississauga; | want you to know | speak for
the Large Urban Mayors’ Caucus of Ontario. We dealt with
it at our last meeting, and, as chairman of that group, |
can assure you that they are greatly concerned with the
financial impact.

We’re struggling now with property tax increases in
this province. Our taxes are going up 5.9% in the city of
Mississauga, and the people are not happy with it, I can
assure you. This downloading, which it really is, will just
make that situation worse. It means that we’ll have to cut
out services to our people. It’s as simple as that, because
you can only tax so much. I believe the taxpayers of
Canada are overtaxed, and the property tax, the most
regressive tax, has nothing to do with the income of
people, the ability to pay, but is based on assessment of
their property. It’s not a growth tax. It’s not based on the
growth of the economy, like income tax, sales tax, etc. |
would ask the government to take this into account.

If you are opposed to a tax increase, then we will have
to demonstrate this and portray this to the public as a
major tax increase in the province on the municipalities.
So | would ask the committee to please scrap the bill the
way it is and go back and get more input on it. | think
you have the input from the many presentations that were
made at the first hearing. You’ve heard them today.
There’s not even agreement—it’s true that among the
groups that are presenting, like CUPE and the muni-
cipalities, they’re all saying the same thing: It’s flawed; it
needs major surgery. Therefore, | plead with you, as a
government and members around the table who represent
the government, to do your homework. Give us the
impact that you think is going to be on us. We have not
seen any figures as to the impact. We’ve tried to
estimate. As the press just asked me, what is the impact
in regard to police, fire and paramedics? We can estimate
that. We have no idea if it spreads to all our unions. The
homework has not been done. | plead with you that we
go back to square one and get the homework done.

Also, | would ask the government to explain the whole
process to the citizens of Ontario. | think communication
with the citizens is extremely important. | think the
province has a responsibility to communicate with the
citizens of Ontario on this. Until CUPE ads appeared, in
my opinion, the public was in the dark.

Thank you, Madam Chair.

The Chair: Thank you. You’ve given everybody about
two minutes to ask questions, beginning with Ms. Horwath.

Ms. Horwath: Welcome. | think it’s kind of funny.
You were talking about the fact that this bill needs major
surgery. From the sounds of many of the stakeholders
today, it needs to be euthanized. | think you would agree
with that.

I wanted to ask you a little bit about your cost esti-
mates because, again, everybody’s frustrated with the
lack of government numbers in regard to costing. We
heard from the Police Association of Ontario today, and
their cost estimates, based on the same figures that were
provided to municipalities from the OMERS board, came
out far different and, of course, far less than the ones that
you’re putting forward.

So | have two questions. How would you explain that
divergence in figures, and also, what’s the time frame
over which your model, your analysis of final figures, is
looked at? Are you assuming that with the figures you’re
providing, immediately all benefits possible under the
supplementary plans will be provided, and that’s where
they come from? Could you describe that, please?
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Ms. McCallion: I’ll ask our CAO to deal with that.

Ms. Janice Baker: First of all, I haven’t seen the
police association numbers, so it’s a bit difficult for me to
speak to them, but | understand that they were prepared
without the solvency assumptions in them, which I think
makes a huge difference. We did it on the basis of what
the legislation provides for. We used models that were
provided to us by OMERS, and we took a couple of
examples. For instance, in the first submission we made
to the standing committee, we gave you the example of
just one of those benefits, which would be the enhance-
ment to a 2.33% supplemental benefit plan, and for our
firefighters group alone—because police is regional, as
you know, in Mississauga. We haven’t bundled anything
together, and we haven’t tried to overstate the case.
We’ve said that if you look at that one benefit alone,
based on the way the legislation was written at the time
and the models that we were given by OMERS, it’s $1
million. To put that in context, in Mississauga, that’s a
half per cent tax increase just to pay for an enhanced
benefit that buys our citizens no additional service.

Ms. McCallion: The region will be glad to give it to
you on the police and paramedics, which will be much
larger.

The Chair: Mr. Duguid.

Mr. Duguid: Your Worship, thank you again for joining
us today and for your input. We have received corres-
pondence from you on this matter, and we appreciate that
as well.

I guess your main concern is the costs. From what I’ve
seen of the estimates put together so far by muni-
cipalities, there’s an assumption that there’s going to be
full take-up of all the benefits. That assumption has been
refuted time and time again, here at committee today and
in previous meetings as well. There’s a certain capacity
that employees themselves cannot afford to go over in



25 JANVIER 2006

COMITE PERMANENT DES AFFAIRES GOUVERNEMENTALES

G-287

terms of their own contributions. Their contributions are
increasing already. When you look at the future of the
fund, there’s anticipation, according to some of the
deputations we’ve heard, that they’re going to continue to
increase. The feeling is that it’s unrealistic to think that
there will be full take-up of these benefits, and even if
there is some take-up of them, there will be solvency
relief. Those are all things that will have to be negotiated
with the various municipalities and their stakeholders.

I understand your concerns, and you’ve raised them a
number of times with us, but | guess my question to you
is, do you recognize the steps that we’ve taken in terms
of solvency relief to try to reduce any potential costs that
may exist?

Ms. McCallion: What have you done to estimate the
costs, whether it’s full or part? I’d like to see some
figures come from the government. You have the staff,
you have the capability to do it, so why don’t you come
up with some figures instead of challenging ours?

Mr. Duguid: The figures that have been—

Ms. McCallion: You talk about, “Have you calculated
this and have you calculated that?” | could come back
and ask, “What have you calculated?” If you are so
assured that what you’re doing is right, then you should
have done some calculations to know that if we came up
with a calculation, you could say, “Sorry, Madam Mayor,
your calculation is wrong,” for this and this reason. We
don’t have that. You haven’t come up with any figures
that 1 know of.

Mr. Duguid: The difficulty is, though, that it’s
impossible to entirely predict whether municipalities will
in fact bargain for these particular—

Ms. McCallion: Predict the worst.

Mr. Duguid: The numbers that we’ve seen are worst-
case scenarios.

The Chair: Mr. Duguid, you’ve exhausted your time.

Ms. McCallion: I’ll tell you, the worst will occur.

Mr. Duguid: We’ve been told that the worst is totally
unrealistic and unlikely to occur.

The Chair: Thank you, Mr. Duguid. You’ve exhausted
your time. Mr. Hardeman.

Mr. Hardeman: Thank you very much, Madam
Mayor, for your presentation. | want to say that | was
most impressed with your first request, that the govern-
ment come up with some numbers. We’ve been asking
them over and over again. If we disagree with the muni-
cipalities’ numbers and we disagree with the employees’
numbers, there must have been something in there when
the government proposed the bill that would put some
cost—even if they can’t do the whole thing, worst-case
scenario, how much does it cost to change one part of the
plan in the individual municipalities, so we can find the
problem?

We just found out this morning why they haven’t done
it. I'm sure, Madam Mayor, you got the letter. On
December 20, the minister wrote to the municipalities
about your concern about the cost, and said that Bill 206
would not impose any new cost or pension benefits that
would result in added costs to municipalities. So the

minister has decided that this bill will not cost anyone
anything. That’s why they don’t have any numbers: They
didn’t have to go any further than that.

I was just thinking of that as you made your presen-
tation. 1 remember hearing you speak at the mic at the
AMO conference quite a number of years ago when it
was a different government, and you were also concerned
about a bill. You mentioned, as you did today, that
radical surgery was required. At that time, you told us
that radical surgery was likely impossible; it was time for
a funeral. | gather that’s what you’re suggesting with this
bill.

Ms. McCallion: Well, 1 wouldn’t mind a funeral for
this bill.

Mr. Hardeman: The other thing that’s also very
important—

The Chair: Mr. Hardeman, are you getting to a
question? You have about 30 seconds.

Mr. Hardeman: Yes. The other thing that’s very
important to mention, and you mentioned it in your
presentation, Madam Mayor, is the fact that we have
almost everyone having great concerns about this bill,
even though it may be on totally different aspects of the
bill. 1 would agree with you. Thank you for your
presentation, because | agree that much more work needs
to be done before any bill gets into the Legislature that
has this big an impact on our population.

Ms. McCallion: Well, we’re going into negotiations
with our firefighters. They’ve already got it on the table.

| say to you, do your homework. | don’t mind you
challenging our figures and saying, “You know, you
looked at the full case, etc.” The point is, what did you do
to provide us with the information for us to challenge?
It’s a two-way street, not a one-way street. | don’t mind
our figures being challenged. You have that right. But at
least provide us with something that we can also chal-
lenge. That has not been done. And by the way, 1’d be
glad to attend the funeral.

The Chair: Thank you, Madam Mayor.

Ms. McCallion: Thank you.

CANADIAN UNION OF
PUBLIC EMPLOYEES

The Chair: Our next delegation is the Canadian
Union of Public Employees, CUPE Ontario. Welcome
and thank you for coming today. If you could introduce
yourself and the organization you speak for for Hansard.
After you have introduced yourself, you’ll have 15 min-
utes. Should you leave time at the end, there will be an
opportunity for us to ask questions.

Mr. Sid Ryan: My name is Sid Ryan. I’m the presi-
dent of CUPE Ontario. To my left is Judy Wilkins, our
legislative liaison. Brian O’Keefe, to my right, is the
secretary-treasurer of CUPE Ontario, and Frank Ventresca,
from the Niagara area, is the chair of our school board
workers’ committee.

Let me begin my remarks by saying that | guess it’s
only the Liberals in Ontario who could put Hazel McCallion
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and Sid Ryan on the same page when it comes to the
radical surgery that’s required with this legislation.
Clearly, you’ve strayed far away from the indications that
at least the Premier gave to me when he first got elected,
that he wanted to get both parties to sit down and
negotiate what a pension plan governance model would
look like.

We requested of this government to do one thing and
one thing only: Provide us with a table with the em-
ployers of this province who are members of this plan
and the employee groups. That’s all we asked. We didn’t
ask you to come in with your own prescription; we didn’t
ask you to sign a sweetheart deal with the police and the
firefighters of this province. We asked for a fair and open
process, and we wanted the government to participate in
a way that would bring the two sides together. That’s all
we asked.

Instead, we got this Bill 206, which essentially is a bill
that was rejected by all the stakeholders, that came from
the OMERS organization. Those same individuals that
FSCO, the Financial Services Commission of Ontario,
are investigating—they come forward with their own
plan, and you accept it holus-bolus and then you try to
stick it to the rest of us in the province.

Consequently, you now have a mess on your hands,
and you have to try to somehow get yourselves out of this
mess created by political expediency, signing a document
with police and firefighters before an election to curry
favour with those two organizations when they represent
only 15% of the plan members at the expense of 85% of
the plan members, most of whom are women, most of
whom earn less than $30,000 a year. So | hope you’re
proud of the work that you’ve done in terms of sticking it
to the women of this province and sticking it to low-paid
workers so that you can curry favour with police and
firefighters, who already have a gold-plated pension plan.
You want to turn it into a platinum-plated pension plan at
the expense of the majority of the plan members. | can
assure you we had a meeting with 450 of our leaders
from across this province only a few hours back, and we
have taken a strike mandate from those 450 leaders. On
February 10, we’re going to be announcing a province-
wide strike, where we’ll have 120,000 men and women
from all the trades, all the jobs and all the different
occupations in the school boards and in municipalities.
I’ll be asking the Ontario Federation of Labour to help us
organize even broader, beyond the 120,000 members of
CUPE, because we will not stand by. I didn’t allow Mike
Harris to stick it to low-paid workers, and | certainly will
not allow Dalton McGuinty to stick it to these low-paid
workers either. You need to understand that.

1600

You’ve got an opportunity here to go back and do
what we asked you to do in the very beginning: Scrap
this legislation, go back to the drawing board and allow
the parties to sit down and do what we do for a living; in
other words, negotiate what a planned governance model
will look like. We’ve got lots of experience and lots of
examples of where this has been done in the past, with

Liberals actually working with schoolteachers to make it
happen and the Conservatives working with the OPSEU
organization to make it happen. Pension plans all across
this country have allowed the stakeholders to sit down
without interference from the government to basically
make sure that we come up with a governance model we
can all agree on.

Briefly, as we go to our brief today: The recom-
mendations made in the original submission have not
changed. However, you’ve made 46 changes in lightning
speed, trying to sneak this through by stealth, and | tell
you it won’t work; ramming this through the House is not
going to work. Following the clause-by-clause debates
and the second reading of the bill in December, we made
a decision to focus on a number of core issues and to re-
evaluate our overall decision on the bill in light of dis-
turbing government amendments introduced at second
reading, including a supermajority voting requirement on
the sponsors corporation. Under Bill 206, some 40 trustees
and directors will have a say in what OMERS does and
how it gets governed. They will split into two boards.
This means that on crucial issues the boards will be tied
up in knots and unable to make effective decisions about
anything.

OMERS is currently under investigation by the Finan-
cial Services Commission of Ontario with respect to its
decisions to outsource the management of investments to
outside entities heavily influenced by former employees,
and then to repatriate the same investments a few years
later at an undisclosed total cost of tens of millions of
dollars. Bill 206 will do nothing to alleviate the weak-
nesses underlying this crisis. Indeed, by increasing the
size of the board and failing to provide for any effective
checks and balances, Bill 206 will entrench and deepen
OMERS?’s existing weaknesses.

We believe what you’ve set up here is a two-tier
pension plan. Instead of leaving the development of
supplemental plans for police and fire officers to the
discretion of the sponsors corporation, Bill 206 has been
amended to override the sponsors corporation’s dis-
cretion on this issue and to require the implementation of
supplemental plans for police and firefighters within two
years. In other words, you’re basically saying to the
police and the firefighters, “You don’t have to worry
about this legislation. You don’t even have to go in and
get the support of the other unions in the pension plan.
We’re going to give you special rights. You just have to
go in and use your political clout to get what you want
from Sudbury, Mississauga, Toronto or anywhere you
like in this province,” and automatically this plan will
have to be approved, without anybody else whatsoever
having a say in it, even if there are costs which we
believe will be borne by some of our members. In other
words, asking women earning less than $30,000 a year to
pay for the platinum pension plan for firefighters and for
police officers is simply unacceptable. They don’t even
have to come and ask for our approval; they just get it
because they used their political clout to be able to get
what they need inside of their own communities.
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We all know—make no mistake about it, because I’m
fairly familiar with collective bargaining—when the
police and the firefighters go up against the city of
Sudbury, or go up against any one of those cities, that
those local politicians don’t have what it takes to stand
up to the organization. We know that our members are
going to end up paying the cost to pay for those supple-
mentals. Meanwhile, the predominantly female majority
of the OMERS members—for the most part, the less-
well-off in the plan—are left to fend for themselves and
to rely on a cumbersome and unwieldy sponsors cor-
poration with a 22-member board to formulate pension
arrangements that make sense for them. Clearly, this will
create a two-tier system.

You can’t trust the women of the province to go in and
make these arrangements for supplementals; oh, no. We
have to be forced into a 22-member board, where we
don’t even have proportional representation, where you
actually stack the board, believe this or not. In some
Orwellian move by McGuinty, you decided that Hazel
MccCallion’s CEO, for example, is a union member, and
they get a representative on our side of the house. What
kind of convoluted logic is that? How can you in good
conscience sit down and say that the CEOs that we
negotiate with every day of the week in our munici-
palities and our school boards somehow have now been
magically transformed into union members? They sit on
the union side of the house when it comes to negotiations
around supplemental plans.

How in God’s name are we expected to try and get
women negotiated out of the poverty traps they’re in,
finding themselves retiring into poverty with this pension
plan? How are we supposed to do that with a CEO of any
one of our municipalities or school boards sitting on our
side of the table, purportedly as a union member? Only in
Liberal logic could that actually work. What sort of
convoluted—what can | say? It blows the mind just to
even think that you would sit down and pretend that
somehow you’re working with unions in this province
and say, “We’re going to ask a CEO to sit on your side of
the table,” and we have to pretend that that’s a good
union member, a good solid CUPE member who’s been
putting their members out on strike for a number of
years—and they’ll be sitting on our side of the table.
Only Liberal logic works that way.

Furthermore, under section 12 of the bill, the lower-
paid members of the plan will be stuck with an effective
accrual rate of 1.4% because of a 0.6% cap on potential
improvements to the CPP offset. Contrast that, of course,
to the sweetheart deal you’ve given to the police and the
firefighters. We’re stuck with 1.4% of an accrual rate, but
you’ve got no problem whatsoever saying to police and
fire, “You can have yours for 2.33%.”

I know Mr. Duguid likes to think that police officers
and firefighters are running into buildings while the rest
of us are running out. Maybe he ought to take a look at
what happened in 9/11: An awful lot of citizens and
public sector workers went down in that building too, Mr.
Duguid, and they didn’t all run out.

By the way, there are not two-tier systems in here
when it comes to workers. The workers of CUPE are
every bit as important to the system in this province as
the police and the firefighters. | don’t accept your logic
for one second that somehow there are two tiers here, that
there’s a second class of worker: one who wears a
uniform and one who doesn’t. | reject that kind of logic.
Our members should be entitled to negotiate as good a
pension plan as anybody else who’s a public sector
worker in this province, regardless of whether they wear
a uniform or don’t wear a uniform.

The two-thirds voting requirement, in our opinion, is
anti-democratic and gives a minority of the sponsors
corporation a veto over the wishes of the majority. In the
circumstances proposed by Bill 206, such a veto will
guarantee that the predominantly female members of the
OMERS workforce will remain strictly second-class
members of the OMERS pension plan in perpetuity.

For whatever reason, the government made a limited
move toward the principle of representation by popula-
tion at the sponsors corporation but not at the admin
corporation. Moreover, purportedly seeking to balance
employer and employee reps on both boards, a govern-
ment amendment provides an employee seat on each
board to the Association of Municipal Managers, Clerks
and Treasurers of Ontario. These are the CEO guys |
talked about. This group, which represents senior man-
agement in the municipal sector and constitutes less than
1% of the active plan members, has traditionally sat on
the employer side of the table. In Liberal logic, they now
sit on the union side of the table.

Here was CUPE, with 45% of the membership, at this
last meeting around this table begging the Liberals to
give us proportional representation based on our 45% of
the members we represent. Again, in classic Liberal
logic, you turn around and deny CUPE that proportional
representation, and to add insult to injury, you turn
around and take an organization with less that 1% of the
membership in this province, who normally sit on the
employer side of the table, and plop them onto the union
side of the table. What was that about, Brad? Is that to
stick it to us again? Is that to say, “Hey, you guys take us
on on a regular basis. This is the Liberal way of sticking
it to workers”? Less than 1%: How could you justify
doing something like that to our plan members?

This is their pension plan. The last thing a person does
before they leave the workplace—their pension plan is
what they pick up. I’ve been knocking on doors, as the
folks around the table know, in the last little while, and
I’ve seen these people having retired into poverty.

Let me just finish up with one example. We’ve used a
typical worker named Sally, who works for 35 years
earning $30,000 a year. She retires at age 65. She retires,
under the accrual rate you’ve got entrenched in here, with
$11,900. There’s not a city in this province where you
can live on $11,900; you’d be below the poverty level.
1610

Now, if that woman was a firefighter or a police officer
earning $30,000 a year, under the plan that they’ve got,
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she’d be retiring with $18,000 a year. Do you think that’s
fair? 1 don’t. My members don’t. That’s why we’re going
to fight you on this bill. We’re going to fight you every
step of the way. We’ve got the strike mandates, and
we’re going to demonstrate to you what grey power is all
about and what workers who stand together and fight for
their rights is all about.

I reject the notions why Hazel and others came here
before you to say, “Scrap this bill.” | agree with the idea
of scrapping it, but for different reasons. | don’t believe
it’s going to be those huge, humongous costs that AMO
are running around telling people. It didn’t happen with
the school teachers, it didn’t happen with the OPSEU
pension plan and | don’t believe it’ll happen with this
pension plan either. Your logic is completely wrong, and
our organization is going to take you on on this issue.

You’ve got until February 10, which is the deadline
that we’re setting, and we’re asking you by February 10
to come to your senses and make the changes that we’re
asking so that we can have the ability to negotiate our
members out of poverty and not get them ghettoized in
these low-paying jobs, with no ability to improve their
standard of living down the road. I’m asking you to do
that before we get into a massive strike in this province,
because we are not backing down from this one, | can
assure you. It’s too important to our members to sit back
and allow the Liberals to stick it to these people, to low-
paid workers, both men and women, in this province. It
won’t happen.

Thank you.

The Chair: Thank you, Mr. Ryan. Unfortunately,
you’ve left insufficient time for anybody to ask any
questions. We appreciate your being here today. Thank
you very much.

ONTARIO PUBLIC SERVICE
EMPLOYEES UNION

The Chair: Our next delegation is the Ontario Public
Service Employees Union.

Interruption.

The Chair: Could I ask for a little order? If you need
to chat, you could step outside so we can get on with our
last two delegations, please.

Is it Ms. McVittie?

Ms. Shirley McVittie: Yes.

The Chair: Great. Thank you.

Could everybody take a seat or leave so that we can
give this delegation our full attention, please?

Thank you, and welcome. Thank you for coming.
You’re very welcome here. If you haven’t heard before,
after you’ve introduced yourself and the group that you
speak for, you will have 15 minutes, and should you
leave time at the end, there’ll be an opportunity for us to
ask questions.

Ms. McVittie: Thank you. My name is Shirley
McVittie, and I’'m with the Ontario Public Service
Employees Union. I’m a senior benefits counsellor there.

I want to thank you for giving us the opportunity to
come again to make a presentation to you on this bill. We
are pleased with the amendment in particular that in-
cludes paramedics in the supplemental agreements,
because we have a number of paramedic members, and
the recognition that there will be a committee that will
include a representative from either OPSEU or CUPE.

However, we do have several matters that we believe
must be addressed if this bill is to go through that would
make it acceptable to our memberships, and these deal
with the issue of governance, benefits for plan members
and dispute resolution.

OPSEU has been a party to several negotiations in the
last 10 years with respect to new pension arrangements
for plan members, including the OPSEU pension trust
and the CAAT pension plan. We’ve come to agreement
on issues that we see are going to be problematic in Bill
206. So the first thing we would do is urge the govern-
ment to provide an opportunity for the employee and
employer groups to work together to establish a frame-
work for the future governance of OMERS.

With respect to the sponsors corporation and the
administration corporation, our members need assurance
that their voices will be heard when the new legislation is
passed. They’re very concerned about the composition of
the new sponsors corporation going forward.

We noticed in the new bill that the positions for the
other member representatives, which is us, have been
decreased from three to two, and that these two seats
must be rotated through a list of at least 30 employee
groups. As a union with approximately 8,000 members in
OMERS, we believe we should have a permanent seat on
the sponsors corporation.

OPSEU recommends that unions with an OMERS
membership of 1% or more be given positions on the
sponsors corporation and the administration corporation
or, at a minimum, that only groups that have 1% or more
be put in the rotational pool.

Although we understand the government’s goal of
fairness to all groups, we do not believe it fair or just to
be included with groups as small as 22 members. OPSEU
does not currently have a seat on the present OMERS
board despite the size of its membership in comparison to
other groups, and we do not believe this should continue.

A basic tenet of democracy is that the group or groups
with the largest amount of support have a seat, but that
they would represent all constituents or members. Our
experience in other multi-employer, multi-union pension
plans in Ontario is that the larger unions have permanent
seats, and once there, they represent the interests of all
employee groups.

I’ve heard other people today mention the amended
two-thirds majority for a specified change. This is with-
out precedent in pension plans in Ontario. | don’t know
of any other that has such a position. With a large board
of 22 members, it will be difficult enough to achieve
consensus on issues. With the addition of the new
position for municipal managers, clerks and treasurers on
the employee side of the two boards, it will be more
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difficult for plan members to achieve a majority vote, and
a two-thirds vote will be even more problematic.
Currently, the treasurer of the city of Toronto—I don’t
mean to pick on this person; it’s just that that person is
sitting as an employer representative on the present
OMERS board, and the amendment to place this position
on the employee side upsets the normal employer/employee
balance. We see these two proposals as serving to under-
mine plan member confidence and support, and OPSEU
is opposed to them.

As well, access to mediation and arbitration must be
expanded, not limited as presently in Bill 206. We
believe that it should be available if there is a tie vote on
issues and not require a majority vote. This again speaks
to the issue of having a representative of the employer
allocated to one of the employee seats. This may in fact
put this person in a difficult position if, for example, the
issue is one of a contribution increase and a municipal
treasurer is sitting as an employee representative.

OPSEU members need assurance that moving plan
responsibility from the government to a sponsors corpor-
ation will mean that their issues will have a fair chance to
be debated and considered. Our experience in other plans
where matters may be referred to arbitration on a tie vote
that cannot be resolved at subsequent meetings is that the
provision encourages compromise and consensus building.
In fact, we haven’t had to use it. In the initial phase of the
new structure, interpretation issues are likely to arise, and
the sponsors corporation will need a workable process to
resolve them.

We note that paramedics have been added to the
revised definition of “police and fire sectors.” However,
in order to be placed in the same position, paramedics
need language in the bill that allows access to a normal
retirement age of 60, in recognition of the work they
perform similar to police and firefighters.

OPSEU continues to urge that the restrictions on bene-
fit accruals for non-police and fire sectors be removed.
There is no compelling reason to deny these workers
future pension increases in the pension formula above
1.4% of their best five-year average earnings, while at the
same time other plan members could achieve the maxi-
mum allowed under the Income Tax Act of 2.33% of
their best three years’ average earnings. The basic plan
should not be frozen from the outset at an artificially low
limit. There are already checks and balances in the
funding arrangements—for example, the 105% reserve
requirement.

Supplemental plans: The sponsors corporation must be
required under the bill to create supplemental plans for
all OMERS members as well as the police and fire
sectors. The bill must also ensure that there is no
subsidization of supplemental plans by the basic plan or
payment of expenses by one plan for the other’s costs.

Future plans: We note that section 9 of the initial bill
regarding defined benefit plans has been deleted, which
would allow a defined contribution plan to be introduced
into the OMERS plan. We see this as a major change to
the current defined benefit plan and one that OPSEU

clearly opposes. We do not see the need, in changing the
governance structure, to make such a fundamental
change to the principle of the pension plan. Thank you.
1620

The Chair: You’ve left about two and a half minutes
for everybody to ask you questions, which is good.

Mr. Duguid.

Mr. Duguid: To begin with, you talked about being a
little concerned about the large board of 22 members. Do
you have a number to suggest that would be more appro-
priate in terms of the size of the board of the sponsors
committee? You can talk about the administration com-
mittee if you like as well.

Ms. McVittie: | don’t. | agree; it’s large. It’s cumber-
some with so many groups, but | don’t have a better
suggestion.

Mr. Duguid: Okay, | appreciate that.

You also say, “The bill must also ensure that there is
no subsidization of supplemental plans by the basic plan
or payment of expenses by one plan for the other’s
costs.” In other words, other members of the plan end up
subsidizing the costs of the supplemental benefits, maybe
for the firefighters, the paramedics or the police down the
road. We totally agree with you on that. In fact, we
brought in an amendment at the last committee meeting
to strengthen it. Contrary to the submission of the pre-
vious deputant, Mr. Ryan, that somehow or another other
plan members are going to be paying for these supple-
mental benefits, that in fact will not be the case. | want to
assure you of that. In fact, we've offered to CUPE’s
lawyer that if they want to improve the wording that
we’ve put forward, we’re more than happy to sit down
and see if that can be strengthened even further in the
next round of amendments that will be coming. | want to
make sure you’re aware of that. 1 hope that brings you
some comfort.

Ms. McVittie: It does. | did notice there were amend-
ments. | just wanted to emphasize the fact that it should
be specifically prohibited. I’m sure CUPE’s legal counsel
could devise wording that would allow that.

Mr. Duguid: How much time do | have?

The Chair: You have 30 seconds.

Mr. Duguid: It was mentioned by a previous deputant
as well that somehow or another we’re trying to sneak
this through. Those were the words that were used.
You’re here today. This is the second set of hearings that
we’ve had. It’s almost unprecedented on bills; it’s hap-
pened a few times, but very seldom do you go from first
reading to hearings so that the public and stakeholders
can have their say, back to the House and then back to
hearings again after that. So | think that suggestion is
totally ludicrous.

I just want to thank you for taking the time to put be
part of what is almost an unprecedented set of hearings,
the second set that we’ve had to ensure that we’re
hearing all the concerns being raised, and assure you that
we’ll take your suggestions under full consideration.

The Chair: Mr. Hardeman.



G-292

STANDING COMMITTEE ON GENERAL GOVERNMENT

25 JANUARY 2006

Mr. Hardeman: Thank you for your presentation. 1’d
just point out about the comments made by the parlia-
mentary assistant that it is very uncommon, and I’ve
expressed our appreciation before about having the
hearings after first reading. | think it would be likely
more often it’s happened that a bill goes out for first
reading—that a bill would get 60-some amendments
from the government side after first reading when it’s had
no debate. No one looked at it other than the committee,
and they come forward with 60-some amendments. So
we really aren’t talking about the same bill today as we
were the last time we went through the process.

I just wanted to quickly touch on representation on the
boards. We’ve heard a lot about it, that we need to find a
way to have more appropriate representation for the
smaller groups, because there are so many but they are
also significant in the plan. If you do that, of course, if
you have a representative for every 1%, then in rep-by-
pop theory, you would need 100 members on the board. |
think that would be unwieldy. Is there any suggestion
that you could put? You could group your members. Is
there a need to have CUPE members and like-minded
people in the OPSEU bargaining unit not being able to be
represented by one person, so you could group them
together—like occupations—as opposed to based on
bargaining units?

Ms. McVittie: It’s theoretically possible. | just wanted
to say that we wouldn’t have a 100-member board. There
are no more, | believe, than 10 organizations that have
1%, so we weren’t suggesting more than that. We would
be satisfied if only those 10, for instance—or as they
change over the years—are on the list for rotational seats.

Mr. Hardeman: | guess my concern right now is that
if OPSEU, with 1%—and I’m not saying these are the
right numbers—gets a member, then CUPE, with 43%,
wants 43 members to have the same representation on the
board. | guess that’s my concern about equality.

The Chair: Mr. Hardeman, you’ve exhausted your
time. I’m going to give you the opportunity to respond to
his comments if you wish.

Ms. McVittie: All I can say is that we have worked
this out through other multi-employer, multi-union plans
like the hospitals, for instance, and only the major unions
have a seat at the table and it’s not necessarily rep by pop
entirely.

The Chair: Ms. Horwath.

Ms. Horwath: | find it interesting, being fairly new to
the process, that the government is talking about its
success in terms of getting through the first set of
hearings and coming up with an amended bill. But what
I’ve been hearing today from all sides of the equation,
save for maybe fire and police, is that we’ve ended up
with more of a mess than what we started with, that in
fact the government is continuing to fumble the ball
when it comes to this bill. The vast majority of stake-
holders simply want it thrown out. Would you agree with
that perspective at this point?

Ms. McVittie: When it comes to issues like the
benefit cap, we see that as really so fundamental to our

members that they are precluded from negotiating bene-
fits in the future, and we don’t know what that future is
going to look like 20 years down the road. So, indeed, we
would see that as a worse position than the one we are in
today.

Ms. Horwath: It seems to me that the issue of the
inherent discrimination that exists in this bill is prob-
lematic, certainly from the workers’ side if you want to
describe it that way. | thought that would be dealt with by
the government. Unfortunately, it has not yet been done.

I just want to end by saying that the government
should maybe take a page out of Quentin Tarantino and
kill this bill, by the sound of things we’ve heard today.

The Chair: Thank you very much for being here today.

REGION OF PEEL

The Chair: Our last delegation is the region of Peel.
Welcome. As you settle yourself, if you could introduce
the individuals you have with you and the organization
you speak for; you’ll have 15 minutes. Even though I
would like to give you more, | can’t. You’re the last
delegation today, and should you leave time at the end
there will be an opportunity for us to ask questions.

Mr. Emil Kolb: Thank you very much, Madam. |
have with me to my right Mayor Morrison. She did not
want to make a presentation but wanted to be here in
support of the region. | know you had presentations from
Brampton and Mississauga. On my far right is David
Szwarc, who is the acting CAO for the region of Peel. On
my left is one of our solicitors, Patrick O’Connor, who
has been looking at and advising us on this legislation.

Let me thank you very much for being here today. As
you know, the region of Peel bears the biggest budgetary
responsibility for the benefits provided for both the
members of the police service and the paramedics who
provide Peel’s ambulance service also. Just because there
has been so much discussion about the financial side of
it, 1 can tell you that our treasurer has been looking at
this. | don’t have the breakdown of each of the items, but
from the region of Peel | know that our impacts would be
upward to about $16 million.

I also want to say that it was back in 2000 that | was
probably the only politician, as | remember, who was
there when police and fire did ask for a benefit in the
pension plan to go to 25 years and out rather than the 30
years and out. Again, that was driven by those organi-
zations. Our confidence in this bill not moving forward
and activity taking place in this—our hopes are not too
high that that isn’t going to happen.

So what we would like to do today is give some
suggestions of some options that we think need to be
considered, in the same form as AMO’s and others’
presentations you have heard today.

The original bill achieved indirectly a requirement to
consider increased benefits for the police, fire and ambu-
lance sectors coupled with a low threshold of 50% plus
one for a fundamental change in the plan. The amended
bill imposes directly a requirement that the sponsors
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corporation amend the pension plans to provide such
increases.

These requirements are fundamentally inconsistent
with the bill’s supposed main purpose of removing the
province from the plan sponsor role and establishing the
sponsors corporation for that very same purpose. If the
province should be making decisions like this one, why
establish the independent sponsors corporation at all?

This provision, section 10.1, is heavy-handed dictation
to the sponsors corporation for its very first key decision.
It makes a mockery out of moving to a two-thirds major-
ity requirement for the fundamental plan changes. This
fundamental plan change is being made without even
finding out whether there is a simple majority of the
employer or employee representatives in favour.

1630

Our request is quite simply that you set up a sponsor-
ship corporation in a workable fashion and let it get on
with its business, if that’s what the intent of the
government really is, and not just a process to go through
here. This bill should and will be about a workable
governance for OMERS and not at all about the
government’s currying favour with particular interests.

Let me say again that when we say, “Let the sponsors
corporation get on with its business,” we don’t mean in
haste. A move as significant as shifting the essential
responsibility for a fund that is approaching $40 billion in
value means getting it right the first time.

The sponsors corporation’s responsibilities are complex,
and by definition will be new, to a newly created body.
The province for years has had the opportunity to
cultivate in-house the expertise to deal with the plan,
which new appointees to the sponsors corporation, no
matter how accomplished they are in their own right, in
my opinion will lack: the training, the expertise and the
knowledge that they need to have.

Our request here is simply a matter of sensible manage-
ment, that the transition of the sponsorship responsibility
of the sponsors corporation be accomplished over time in
a measured way calculated to enable the corporation to
be adequately prepared.

Further, we join in supporting the submission of the
OMERS board itself in its plea that there be a very clear
definition of responsibilities between the sponsors cor-
poration and the administration corporation to ensure that
the role clarity is there by all means.

What do we say is “workable governance”™? The
amendment to create a partial two-thirds majority re-
quirement is only halfway there. | say “partial,” of
course, because the bill still provides for the bypassing of
the two-thirds requirement by forcing binding arbitration
on the basis of a simple majority.

Fundamental changes to the plans that do not enjoy a
broad base of support should not be made—and | think
you’ve heard that many, many times today—two steps
removed from the employers and the employees who are
to be significantly affected.

We say that all fundamental changes to the plans should
enjoy a two-thirds majority support for the sponsorship

corporation, thus removing the rationale for a binding
arbitration process and resting decision-making authority
and accountability with the body that the province rightly
sees as better placed to play the sponsorship role.

We believe that there is general agreement among all
stakeholders, and recognition on the part of the govern-
ment, that solvency funding requirements under the
Pension Benefits Act are unnecessary to any supple-
mental plans which may ultimately be made available,
and that the solvency requirements are so prohibitively
expensive as to be a barrier to supplemental plans no
matter how much support there may be to provide them.

We acknowledge the statement of intent on the part of
the Honourable Minister of Finance that OMERS supple-
mental plans be conditionally exempted from solvency
funding requirements. We also recognize, however, that
place to which the road is paved with good intentions.

We believe that any prudent sponsors corporation would
insist on these questions being definitively answered before
proceeding to make supplemental plans available. So much
more so should the government, with the means at its
disposal, provide that answer now, especially if it fails to
accept our request to stand down on forcing supplemental
plans upon the sponsors corporation.

Bill 206 already contains a number of consequential
amendments. It should also direct amendments to the
Pension Benefits Act to provide the necessary exemption.

Peel region comes to Bill 206 with the perspective of a
public agency that is debt-free, with an impeccable credit
rating and well-funded reserves that speak of prudent
financial management.

I can tell you, we weren’t always like that. When |
became chair of the region of Peel, | made a commitment
to my council and the residents of Peel that it would work
toward having Peel debt-free. We achieved that in 1997.
We also said we would work by DC charges and taxes to
help fund capital costs in the future so that taxes would
never be above inflation. Certainly, we believe that if this
happens, they will be way beyond in the inflation rate.

If the government feels committed to the provision of
enhanced benefit options to those in the police, fire or
ambulance sector, it will want to provide those benefits
in a sustainable fashion that does no harm to the plan as a
whole. Our experience suggests that you can do that most
effectively not by using the blunt instrument of legis-
lation but rather by affording the sponsors corporation
itself an opportunity to propose an innovative and
responsible way to move forward, if that’s what your
desire it. It is not just what we want you to accomplish;
how you get there is of tremendous importance.

In closing, thank you, honourable members. | join
with all of my fellow municipal leaders in Peel region in
urging you to focus Bill 206 on its essential purposes:

(1) moving plan sponsorship to a better place;

(2) providing a stable decision-making framework that
requires the board’s consensus for fundamental plan changes;

(3) entrusting representative decision-making to make
the decisions; and
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(4) ensuring that they have the time, the training and
the role clarity they need to do the job.

Again, thank you for hearing the region of Peel’s
perspective. | wish you productive deliberations as you
complete your work.

The Chair: You’ve left us just a little over a minute
and a half for each party to ask a question. The first ques-
tioner would be Mr. Hardeman.

Mr. Hardeman: Thank you very much for the
presentation. | guess it is the last one we’re going to hear
today. | suppose that throughout the whole day it hasn’t
changed that much. It’s very well presented but similar to
the ones we heard first thing this morning: the concern of
the people involved, all the stakeholders, both employer
and employee side, as to what this bill will do.

I think it’s also very important that this is the first day
we’ve had hearings based on the changed bill, from first
reading. That should have addressed some of the
concerns expressed at the first set of hearings. We’re
talking about the same things because the problems in the
bill are in the same section of the bill. Although they
were changed, they did not solve the problems that we
heard about in the first set of hearings.

I think the main thrust of it is that, as you pointed out,
we need numbers to show what happens, but | think you
were very good at pointing out, with the limited informa-
tion you have, that Peel can do a quick calculation on
what happens to those services you provide and what will
happen if this bill is implemented.

I guess the question that really comes out is, if the
amendments or changes you’re suggesting are not put
forward, would you suggest that the bill can be fixed the
way it is, or do you think we would be better off starting
over and not passing this bill?

Mr. Kolb: | think you heard it very clearly from a
well-spoken mayor that | have in my municipality: You
need to do your homework first. Then we will work with
you and give you the best information we can to make
your decision.

The Chair: Ms. Horwath.

Ms. Horwath: Some of the other presenters indicated
a desire to basically stop this process, take a step back
and have the stakeholders—employer and employee—
meet and hammer some of these things out themselves. It
seems that you have a similar tone in some of your
comments. You say the process right now is “‘two steps
removed’ from the employers and employees who are
significantly affected,” and then later on you talk about
“entrusting representative decision-makers to make the
decisions.” If this bill doesn’t go forward, would you
support a process that would bring the parties together to
negotiate a plan separately?

Mr. Kolb: Let me ask Patrick O’Connor, our solicitor,
who’s very familiar with the bill, if he would respond.

Mr. Patrick O’Connor: The position we’re bringing
forward points out that there’s a mandate in the bill to do
certain things that we think the sponsors corporation
ultimately is best placed to do; that is, to decide whether
supplemental benefits are appropriate or not. Our main

point is, let the sponsors corporation make that deter-
mination without the heavy hand of a legislative directive
hanging over them.

Ms. Horwath: So your remarks are specifically to the
sponsors corporation, not to the bill overall, in terms of
the process and the frustration that’s evident from
everybody who’s been participating today?

Mr. O’Connor: The bottom-line position that Peel is
bringing forward is that the bill in its present shape
should not proceed.

The Chair: Mr. Duguid.

Mr. Duguid: Chairman Kolb, thank you again for
being here and for the great contribution you’ve made
through the years in the region of Peel. My question is on
something that was in your written presentation that I
didn’t hear you speak about: the phase-in of the sponsors
corporation and the responsibilities. It’s going to be very
important that there’s a smooth transition. I’m glad you
brought it up, because some other groups have, although
they don’t stress that aspect all that much. How do you
see the transition on the sponsors corporation going? One
group was suggesting potentially a slow phase-in of
appointments so that you have some corporate know-
ledge there throughout the transition period. Is that some-
thing you have in mind when you talk about the
transition, making sure it’s done in a step-by-step manner?

Mr. Kolb: If I follow your question correctly, you
need to pick that board very carefully. It needs to be
hand-picked so you have some people with the know-
ledge of the legal side of it, some people with the
knowledge of the financial side, and also HR people with
the knowledge of the HR issues and pension issues and
those kinds of things. It would be dumb for me to say
today that | have an answer. First of all, if the govern-
ment decides not to make any changes or to go back to
discuss these issues, then it doesn’t matter what | say in
regard to your question. If the government truly wants to
listen and do their homework and wants to make this
happen, 1 know for a fact, having been around many
years—it’s no secret that there were letters from people
who ran as Premier of this province that made commit-
ments to fire and police and all of that. | recognize that,
but I think we have to look at the taxpayer, who first of
all pays the salary of the fire, police and paramedics, but
who also pays the other half of the pension plan out of
taxes and who has no right to the benefit in that. To me, it
needs to be done very carefully. The board members
need to be picked very carefully. So what if it takes 10
months or a year to do that if the province is going to
proceed with it?

The Chair: Thank you, Mr. Kolb. We appreciate the
region of Peel being here today.

This brings to a close our hearing today. I’d like to
thank the witnesses, the members and the staff for their
participation. This committee now stands adjourned until
10 a.m. on Thursday, January 26.

The committee adjourned at 1644.
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