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Overview
 Impacts of changes in Pensions and Other Retirement Benefits expense 

from Third Quarter Finances1

• Ontario Teachers’ Pension Plan  (OTPP)
• Public Service Pension Plan (PSPP)
• Ontario Pension Service Employees Union Pension Plan (OPSEUPP)
• Healthcare of Ontario Pension Plan (HOOPP)
• Colleges of Applied Arts and Technology Pension Plan (CAATPP)
• Other Retirement Benefits (ORB)

 Highlights of changes in Pension and Other Retirement Benefits 

 Major underlying assumptions in the forecast

 Risks to the fiscal plan

{ DATETIME:1 }

1Third Quarter Finances include 2016 Budget forecast adjusted for HOOPP and CAATPP asset valuation allowance (i.e. pension adjustment).
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Overview of Changes from Q3 Finances
 Increases in expenses are projected for 2017-18 through 2020-21 compared to what is 

current carried in Third Quarter Finances.

 The table below summarizes the current expected pension and other retirement benefit 
(ORB) expense, Other Employee Future Benefits (OEFB) and Other TBS Pensions, 
compared to the Third Quarter Finances.  

{ DATETIME:1 }

$ Millions 2016-17 
Interim

2017-18 
Outlook

2018-19 
Outlook

2019-20 
Outlook

2020-21 
Outlook

Third Quarter Finances1 1,390 877 1,129 1,229 1,258
Updated Current Forecast1 1,287 1,294 1,583 1,476 1,504
Net Pressure/(Savings) 
Pension and ORB (Appendix 2)

(103) 417 454 247 246

Net Pressure/(Savings) on OEFB 
(Appendix 3) & Other TBS Pensions 
(Appendix 4)

53 5 6 10 12

Total Fiscal Pressure (Savings) (50) 422 460 257 258

1Includes OTPP, OPS Pensions (OPSEUPP and PSPP), Other Retirement Benefits, HOOPP, CAATPP.
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2016-17 Interim Expense

 $103 million net decrease in 2016-17 interim expense for 
Pensions and Other Retirement Benefits due to:

{ DATETIME:1 }

2016-17 
Increase / 
(Decrease)

Rational

Ontario Teachers’ Pension Plan (50) Lower than expected active member growth.

Other Retirement Benefits (67) Prior year’s forecast did not take into 
consideration the change in actuarial 
assumptions as result of changes in Ontario 
Provincial Police agreement due to earlier 
release of 2016 Budget.

Public Service Pension Plan,
OPSEU Pension Plan, Healthcare of 
Ontario Pension Plan, 
Colleges of Applied Arts and 
Technology Pension Plan 

14 Based on most recent actuarial update.
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2017-18 to 2020-21 Outlook – Discount Rate
 

The current projected annual outlook for pension and other retirement 
benefit expense is expected to be higher than the Third Quarter Finances 
due to the following factors:

1. Lower discount rate
− The real return on investment assumption has been lowered for all plans with the exception 

of HOOPP (see table below).  
− The discount rate assumption is based on the long-term expected rate of return on pension 

assets (i.e. real return on investments + inflation). 
− The fiscal impact of the lower discount rate assumption reduction starts in 2017-18.

{ DATETIME:1 }

Pension Plan Old Assumption (Basis1)
New Assumption 

(Basis 3)

Ontario Teachers’ Pension Plan 6.25% 6.00%

Public Service Pension Plan 6.00% 5.75%

OPSEU Pension Plan 6.25% 5.90%

Healthcare of Ontario Pension Plan 5.75% 5.75%

Colleges of Applied Arts and 
Technology Pension Plan 

6.00% 5.75%
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2017-18 to 2020-21 Outlook – Experience 
Losses (OTPP and OPSEUPP)

2. Lower than expected investment returns

− Actual investment gains earned by pension plans were lower than long-term investment 
return assumption for OTPP and OPSEUPP as summarized in the below:

{ DATETIME:1 }

2016 Investment Return Rate

Long Term 
Investment 
Return** 

Assumption
Actual 

Return*
Ontario Teachers’ Pension Plan (OTPP) 6.25% 3.8%

OPSEU Pension Plan (OPSEUPP) 6.25% 4.8%

*Estimated by TBS staff based on preliminary numbers provided by actuaries.  Plan return levels are confidential and should not be publicly 
disclosed.  Note actual returns for PSPP, HOOPP and CAATPP were higher than long term expected rate of return.  Rate of returns were 7.2%, 
10.1% and 7.8% respectively.  As pension asset valuation allowance has been built into HOOPP and CAATPP, favourable return on assets have 
minimum impact on expense.
**Long term assumption for 2016.  Note 2017 long term assumption has been lowered, see previous slide.
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2017-18 to 2020-21 Outlook

3. Reduction in long-term salary assumption

− The fiscal pressure is partially offset by reduction in long-term salary assumption for the 
pension plans with the exception of CAATPP as summarized in the table below.

− This change begins to impact pension expense starting in 2017-18 

{ DATETIME:1 }

Pension Plan Old Assumption New Assumption

Ontario Teachers’ Pension Plan 2.00% to 2019 and
3.00% thereafter

2.00% to 2019 and
2.75% thereafter

Public Service Pension Plan 2.00% to 2019 and
3.00% thereafter

2.00% to 2019 and
2.75% thereafter

OPSEU Pension Plan 2.00% to 2019 and
3.00% thereafter

1.75% to 2019 and
2.75% thereafter

Healthcare of Ontario Pension 
Plan

3.25% to 2019 and
4.251% thereafter

3.00% to 2019 and
4.001% thereafter

Colleges of Applied Arts and 
Technology Pension Plan 

2.00% to 2019 and
3.00% thereafter

2.25% to 2019
3.25% thereafter

1Salary growth for HOOP is expected to be higher than other plans.  The health care sector is the only sector in Broader Public Sector that is growing and the trend 
is expected to continue due to aging population.
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2017-18 to 2020-21  Outlook

4.  Other contributing factors offsetting the fiscal pressure include:

− Actual inflation is lower than expected. 

− Actual experience on salary increases in 2016 are lower than 
assumed.

{ DATETIME:1 }
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Key Assumptions
 For plans that are conditionally indexed, pension expense is based on maximum index 

protection under the plan  (i.e. OTPP at 100%, HOOPP at 75% and CAATPP at 75%).

 No assumptions have been made on future market activity other than managements’ 
best estimate1 of long term rate of return on plan assets.

 Year over year increase in active members and rate of increase in benefits earned are 
based on recent historical trends.  No assumptions have been made on any 
downsizing of members in the plan in the out-years.

 Salary assumptions are based on managements’ best estimate1 of the revised long 
term salary assumption or recent historical trends.

 No future benefit have been recognized on net pension assets of HOOPP and 
CAATPP at this time pending results of Expert Panel Review. Forecasted pension 
asset for these plans have been written-off and have been reflected in the plan.

{ DATETIME:1 }

1Province’s long-term assumptions are based on managements’ best estimate determined by MOF Income Security and Pension Policy Division. 
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Risk - Other

 Differences between a plan’s actual experience compared to planned assumptions 
related to economic and demographic factors may result in a fiscal impact.

 Future pension asset returns may be lower than Province’s long-term assumptions, 
resulting in experience losses.

{ DATETIME:1 }
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APPENDIX

{ DATETIME:1 }
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Appendix 1:  Pension and Other Retirement Benefits, 
Other Employee Future Benefits & Other TBS Pensions 
Summary

{ DATETIME:1 }

Note:  This slide summarizes the fiscal impacts of the next three slides.
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Appendix 2:  Pension and Other 
Retirement Benefits

{ DATETIME:1 }
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Appendix 3:  Impact of Other 
Employee Future Benefits

{ DATETIME:1 }
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Appendix 4: Impact of Other TBS 
Pensions

{ DATETIME:1 }
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Pension Asset By Plan

 Preliminary Market Value of Pension Assets as of 
December 31, 2016:

{ DATETIME:1 }

Preliminary* Market Value of 
Pension Assets

Ontario Teachers’ Pension Plan $175.6 Billion

Healthcare of Ontario Pension Plan $70.4 Billion

Public Service Pension Plan $24.3 Billion

OPSEU Pension Plan $18.9 Billion

Colleges of Applied Arts and Technology $9.3 Billion

* Based on preliminary numbers provided by actuaries.  Asset  market  values are confidential and should not be publicly disclosed.
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Investment Returns

 The Province determines an investment return assumption for each 
pension plan based on expected long-term return of the investment 
portfolio of the plan.

 The Province’s investment return assumption is used to project 
pension fund assets of future years for purpose of its Budget 
projection.

 If actual investment return in the plan years deviate from Province’s 
investment return assumption, the gain or loss is applied to the 
pension asset base over a 4 to 5 year period (smoothed).  The 
associated impact on the pension expense is then amortized over the 
Plans’ expected average remaining service life of the Plan members 
(i.e. 10.8 to 15.2 years). 

{ DATETIME:1 }
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Annual Document Process

 As part of the Document process, the Ministry of Finance requests actuarial and 
financial information of actual investment returns and plan experience of the past 
calendar year (i.e. December 31) from pension boards and their actuaries based on 
the Province’s long-term salary escalation assumptions and long-term expected 
investment return assumptions.  Assumptions are determined by the Ministry of 
Finance, Income Security and Pension Policy Division.

 Information is received in February of the subsequent period by Treasury Board 
Secretariat, Office of the Provincial Controller Division.  This information is used to 
update the Fiscal Plan for interim actual and to estimate pension expense over the 
fiscal planning period.

 This information is also used for Public Accounts reporting purposes. In addition to 
reporting pension expense, the notes to the Consolidated Financial Statements in the 
Public Accounts disclose some more detailed information such as some assumptions 
used (e.g. annual inflation rate)  and some funding information. 

{ DATETIME:1 }


