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PENSION ASSET EXPERT ADVISORY PANEL
MEETING MINUTES
NOVEMBER 18 2016

Attendees

Panel Office of the Provincial Controller
Patricia O’Malley — Chair Nelson Tam — Project Manager

Murray Gold Cindy Veinot — ADM & Provincial Controller
Uros Karadzic Nadine Petsche - Director

Paul Martin

Guests

Kerry Danyluk — Deloitte Partner

Matthew Colley — Deloitte Senior Manager

Bryant Sullivan — TBS Communications

Paul Kaufman — TBS Counsel

Alex Killoch — Director, BPS Pensions, Ministry of Finance

Rob Pomykacz — Manager, BPS Pensions, Ministry of Finance

Paul Duffy — Manager, Funding Policy & Pensions, Ministry of Education
Ross Peebles — Co-Chair, Ontario Teachers’ Pension Plan

Introduction & Housekeeping

e The Panel and OPCD staff introduced themselves.

e The Panel was reminded about their responsibilities not to share and use
information obtained as part of the Panel for their business and personal gain.

e High level review of the travel re-imbursement costs. Example, most economic
mode of transportation, taxi and food tip maximums, supporting documentation for
mileage claims, use of government hotels. The expense claim form and tip sheet
was included in the Panel’s binders.

¢ Introduced the time reporting excel worksheet for per diem tracking. Confirmed that
less than 3 hours work results in half the per diem paid and greater than 3 hours
work results in the full per diem paid as per the Agency and Appointments Directive.



OPCD Position Paper Briefing

e Discussion to invite the Auditor General to brief the Panel on her perspective of the
issue. Itis important to understand all viewpoints on the issue. Project Manager —
draft letter from Chair to Auditor General — Completed and letter was sent to
the Auditor General on November 22 2016.

¢ Discussion regarding the confidentiality agreement and want “indemnity” to be
removed. Also, confusion as whether Deloitte letter was a report versus opinion as
the agreement indicates report. Clarified by report that the agreement covers both
the opinion and the actuarial work conducted in August 2016.

¢ Nadine Petsche presented the slide deck on the issue to the Panel. General
Comment — OPCD is responsible for the Province’s accounting policy.

e Discussion relating to IAS19 & IFRIC 14 as secondary source for accounting
treatment of pension plans. PSAS 3250 is the primary source and provides
guidance on the accounting treatment without the need to go to a secondary source.

e Discussion relating to control and the control requirement to recognize a pension
asset. The Auditor General’s interpretation is the Province does not have control to
use the pension asset as it is jointly sponsored by the Province and Ontario
Teachers’ Federation. The OTPP legal documents states that all plan decisions
must be made jointly, therefore shared control and no legal document exists that
gives the Province the right to the pension asset. From the Panel’s perspective, the
Auditor General applied the asset withdrawal concepts and/or requirements to the
potential of a contribution holiday-erbenefits-erhaneement, which is the Province’s
potentiakintention, therefore the withdrawal concepts and/or requirements do not
apply.

e Discussion on the future direction relating to the control issue and the framework
definition/ramewerk of an asset and/or liability (PS1000 and PS3210). Asset can be
used eventually either in the short or long term.

e Discussion on the rate comparison (including across different jurisdictions) and the
effect on determining whether a pension plan is in a surplus or deficit position. The
Panel made an assumption that regardless of the purpose for which an actuarial
valuation is completed, the non-financial data remains the same for the different
scenarios and the discount rate is the variable. This was confirmed at the Ministry of
Education briefing. Also, MOF BPS Pension that some financial rate assumptions
may be different such as salary escalation, real return and inflation.

e Based on history, funding and servicing costs will eventually be aligned.

e There was a mention of an interpretation from an accounting firm regarding a
pension asset and IAS19 - still outstanding.



Deloitte Accounting Opinion Briefing

¢ Deloitte partner provided an overview of the opinion provided to the associate
Deputy Minister. The opinion includes basic facts and extracts from the relevant
accounting standards and the various pension plan documents. Two questions —
require legally enforceable right to recognize the asset (recognition) and the legal
uncertainty in assessing the future benefit from the asset (measurement).

e Measurement issue — It is highly judgmental, therefore Deloitte expressed no
opinion.

e Recognition issue — Opinion is that legally enforceable right is not required to
recognize an asset for a jointly sponsored pension plan

e Discussion on the history of the various standards and the measurement of a
pension asset ceiling

e Are there any legal questions we have not asked?

Media Protocol & Communication Panel Support Briefing

e All media requests to the panel members are to be directed to the Chair who is the
official spokesperson for the Panel.

e Communications will support the Chair in responding to questions as needed. The
Chair can address any questions relating to the work of the Panel. All other
questions are directed to TBS Communications to respond.

e Discussed the support that Communications can support when the Panel finalizes
the report — Executive Summary and Technical Paper.

¢ Communications can assist in ensuring the report is in “everyday language” for all
readers and ensure that it meets accessibility requirements when released.

e Communications can assist in facilitating the format of the report.

e Nadine provided an update on the procurement of a writer to support the panel. The
individual is already familiar with the issue, OTPP and pension accounting. The
business case is currently in the review and approval stages and to have the
individual present at the December 5™ panel meeting.

e The Panel needs to identify and confirm the questions and the order to be
answered.



Ministry of Education & TBS Legal OTPP Briefing

Ministry of Education and TBS Legal presented their respective slide decks
Discussion on the appointment and removal of board member by each sponsor.
Appointed for 2 years to a maximum of 8 years.

Labour negotiations does not include pension plan. The negotiations, for both, are
intentionally kept separate. There are no direct trade-offs but each side is still aware
of what is happening on each-the other sides.

Discussion of potentially using an annuity contract to make benefit payments.
Discussion of the changing demographics of the plan members — Does senior plan
members want to subsidize junior plan members_or vice versa?

Paul Duffy — Can government remove a board member? Definition of the
reference rate for determining zones of surplus — Response emailed to Panel
on November 215t

Jurisdictional (British Columbia and New Brunswick) Briefing

Murray briefed the Panel on the opinion provided to TBS Legal comparing the British
Columbia pension plans to Ontario — two governance levels which has-have rights to
surplus, no dispute resolution mechanism and 3 of 4 plans must have all the
objectives fulfilled during transition period before the surplus could be accessed
Paul briefed the Panel on the New Brunswick pension plans which are share-risked
pension plans. The Province cannot withdrawal any surplus therefore a full valuation
allowance is recorded as there are no future economic benefits to the Province.

General Discussion on Next Steps

Brief discussion on the need to see the Deloitte opinion. The Panel has concerns of
the revised confidentiality agreement. It was decided to obtain the Statement of

Facts from Deloitte instead to reduce the time to validate the facts. \Expectation that ]_/ Commented [PO1]: | thought that Kerry specifically said

the Statement of Facts would have been agreed to with the Auditor General.
General discussion of the report
o0 What are the questions that need to be answered?
Are their-there sub-questions to the main questions?
In what order should the questions be answered?
What are the options?
What are the pros and cons of each option?
What criteria is-are important to determine accounting?
What is the definition of an asset specifically relating to control?

O O O o0 0o

that they had obtained agreement from the AG on the facts?
One of the AG memos says that they did review the Deloitte
facts and provided comments.




o Considerations
= Withdrawal versus contribution holiday versus keeping the
surplus
= Understanding of other plans across Canada
= Funding versus Accounting measurement — OTPP zones relate
more to funding and are more conservative
= Potential of capping accounting surplus at funding surplus level
Format/Content of the report
o Ensure that the report is viewed as an independent report and \not look too

similar to the position paper | Commented [PO2]: Is the position paper a public
0 Re-confirmed that the report needs to address the four points in the Terms of dloeimait, el it 2 e i O s i Jom
wondering if we are being overly sensitive to potential
Reference similarities when the issues to be addressed are clearly

Timetable required to meet the deadlines identifiable o anyone.

Patricia — draft of an outline of the report for discussion at next Panel meeting.
Murray - draft key characteristics of the plans

Uros — consider in more depth point 3 — appropriate valuation techniques to
measure a pension asset and pros and cons

Panel — consider main points in the report

Nelson - request from Deloitte a Statement of Facts — completed and sent to
the Panel on November 215t
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From: Patricia 0"Malley

To: Tam, Nelson (TBS)

Subject: Re: Invitation from Pension Asset Expert Advisory Panel
Date: November-24-16 1:34:39 PM

Attachments: Draft Meeting Minutes - November 18 2016 to"m.docx
Thanks.

My comments on the draft minutes are attached. They look good. Thanks for turning them
around so quickly.

Enjoy your day off.

Tricia

From: Tam, Nelson (TBS) <Nelson.Tam@ontario.ca>

Sent: November 24, 2016 13:20

To: Patricia O'Malley

Subject: RE: Invitation from Pension Asset Expert Advisory Panel

Patricia

| had to confirm this with Cindy. The pages in D1A is the analysis. The first two
pages relate to the Level 3 calculations and pages 3 & 4 is the sensitivity analysis.

Reminder — | am away tomorrow. | will draft an agenda on Monday for your review.
Thanks

Nelson
416-212-0514

From: Patricia O'Malley [mailto:plomalley@outlook.com]

Sent: November-24-16 11:02 AM

To: Tam, Nelson (TBS)

Subject: Re: Invitation from Pension Asset Expert Advisory Panel

Thanks Nelson. I'll follow up on Monday as you suggest.

One question for you. Somewhere on the USB is there back up for the Deloitte report in D1D?

It recalculated the expected future benefit of the surplus using a view that incorporated
government contributions beyond the current funding valuation, to 11 years for OTPP and 16
for OPSEUPP. | think | read the outcome somewhere but | can't seem to find it.

Thanks
Tricia




From: Tam, Nelson (TBS) <Nelson.Tam@ontario.ca>

Sent: November 24, 2016 10:51

To: Patricia O'Malley

Subject: RE: Invitation from Pension Asset Expert Advisory Panel

Patricia

If you don’t receive a response from the Auditor General, you should consider
contacting her office directly to ensure she received the email. Consider waiting until
Monday, the Auditor General may be busy preparing for the release of her Annual
Report next week.

The Auditor General’s administrative assistant is Christine Wu. Email —
Christine.wu@auditor.on.ca. Her telephone number is 416-327-2388.

Thanks

Nelson
416-212-0514

From: Patricia O'Malley [mailto:plomalley@outlook.com]
Sent: November-22-16 10:27 AM

To: Bonnie.Lysyk@auditor.on.ca
Cc: Tam, Nelson (TBS)

Subject: Invitation from Pension Asset Expert Advisory Panel
Dear Ms. Lysyk
As Chair of the Panel, | am attaching an invitation for you to meet with us.

| hope very much that you will accept. Please let me and Nelson Tam, who is acting as project
manager for the Panel, of your preference as to dates.

Tricia O'Malley
Mobile +1 (416) 570 1924
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e High level review of the travel re-imbursement costs. Example, most economic
mode of transportation, taxi and food tip maximums, supporting documentation for
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OPCD Position Paper Briefing

e Discussion to invite the Auditor General to brief the Panel on her perspective of the
issue. Itis important to understand all viewpoints on the issue. Project Manager —
draft letter from Chair to Auditor General — Completed and letter was sent to
the Auditor General on November 22 2016.

¢ Discussion regarding the confidentiality agreement and want “indemnity” to be
removed. Also, confusion as whether Deloitte letter was a report versus opinion as
the agreement indicates report. Clarified by report that the agreement covers both
the opinion and the actuarial work conducted in August 2016.

¢ Nadine Petsche presented the slide deck on the issue to the Panel. General
Comment — OPCD is responsible for the Province’s accounting policy.

e Discussion relating to IAS19 & IFRIC 14 as secondary source for accounting
treatment of pension plans. PSAS 3250 is the primary source and provides
guidance on the accounting treatment without the need to go to a secondary source.

e Discussion relating to control and the control requirement to recognize a pension
asset. The Auditor General’s interpretation is the Province does not have control to
use the pension asset as it is jointly sponsored by the Province and Ontario
Teachers’ Federation. The OTPP legal documents states that all plan decisions
must be made jointly, therefore shared control and no legal document exists that
gives the Province the right to the pension asset. From the Panel’s perspective, the
Auditor General applied the asset withdrawal concepts and/or requirements to the
potential of a contribution holiday-erbenefits-erhaneement, which is the Province’s
potentiakintention, therefore the withdrawal concepts and/or requirements do not
apply.

e Discussion on the future direction relating to the control issue and the framework
definition/ramewerk of an asset and/or liability (PS1000 and PS3210). Asset can be
used eventually either in the short or long term.

e Discussion on the rate comparison (including across different jurisdictions) and the
effect on determining whether a pension plan is in a surplus or deficit position. The
Panel made an assumption that regardless of the purpose for which an actuarial
valuation is completed, the non-financial data remains the same for the different
scenarios and the discount rate is the variable. This was confirmed at the Ministry of
Education briefing. Also, MOF BPS Pension that some financial rate assumptions
may be different such as salary escalation, real return and inflation.

e Based on history, funding and servicing costs will eventually be aligned.

e There was a mention of an interpretation from an accounting firm regarding a
pension asset and IAS19 - still outstanding.



Deloitte Accounting Opinion Briefing

¢ Deloitte partner provided an overview of the opinion provided to the associate
Deputy Minister. The opinion includes basic facts and extracts from the relevant
accounting standards and the various pension plan documents. Two questions —
require legally enforceable right to recognize the asset (recognition) and the legal
uncertainty in assessing the future benefit from the asset (measurement).

e Measurement issue — It is highly judgmental, therefore Deloitte expressed no
opinion.

e Recognition issue — Opinion is that legally enforceable right is not required to
recognize an asset for a jointly sponsored pension plan

e Discussion on the history of the various standards and the measurement of a
pension asset ceiling

e Are there any legal questions we have not asked?

Media Protocol & Communication Panel Support Briefing

e All media requests to the panel members are to be directed to the Chair who is the
official spokesperson for the Panel.

e Communications will support the Chair in responding to questions as needed. The
Chair can address any questions relating to the work of the Panel. All other
questions are directed to TBS Communications to respond.

e Discussed the support that Communications can support when the Panel finalizes
the report — Executive Summary and Technical Paper.

¢ Communications can assist in ensuring the report is in “everyday language” for all
readers and ensure that it meets accessibility requirements when released.

e Communications can assist in facilitating the format of the report.

e Nadine provided an update on the procurement of a writer to support the panel. The
individual is already familiar with the issue, OTPP and pension accounting. The
business case is currently in the review and approval stages and to have the
individual present at the December 5™ panel meeting.

e The Panel needs to identify and confirm the questions and the order to be
answered.
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Discussion on the appointment and removal of board member by each sponsor.
Appointed for 2 years to a maximum of 8 years.
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Paul Duffy — Can government remove a board member? Definition of the
reference rate for determining zones of surplus — Response emailed to Panel
on November 215t
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Murray briefed the Panel on the opinion provided to TBS Legal comparing the British
Columbia pension plans to Ontario — two governance levels which has-have rights to
surplus, no dispute resolution mechanism and 3 of 4 plans must have all the
objectives fulfilled during transition period before the surplus could be accessed
Paul briefed the Panel on the New Brunswick pension plans which are share-risked
pension plans. The Province cannot withdrawal any surplus therefore a full valuation
allowance is recorded as there are no future economic benefits to the Province.

General Discussion on Next Steps

Brief discussion on the need to see the Deloitte opinion. The Panel has concerns of
the revised confidentiality agreement. It was decided to obtain the Statement of

Facts from Deloitte instead to reduce the time to validate the facts. \Expectation that ]_/ Commented [PO1]: | thought that Kerry specifically said

the Statement of Facts would have been agreed to with the Auditor General.
General discussion of the report
o0 What are the questions that need to be answered?
Are their-there sub-questions to the main questions?
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What are the options?
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One of the AG memos says that they did review the Deloitte
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o Considerations
= Withdrawal versus contribution holiday versus keeping the
surplus
= Understanding of other plans across Canada
= Funding versus Accounting measurement — OTPP zones relate
more to funding and are more conservative
= Potential of capping accounting surplus at funding surplus level
Format/Content of the report
o Ensure that the report is viewed as an independent report and \not look too

similar to the position paper | Commented [PO2]: Is the position paper a public
0 Re-confirmed that the report needs to address the four points in the Terms of dloeimait, el it 2 e i O s i Jom
wondering if we are being overly sensitive to potential
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Patricia — draft of an outline of the report for discussion at next Panel meeting.
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the Panel on November 215t
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AGENDA

Pension Asset Expert Panel

November 18, 2016

Attendees

Patricia O’Malley — Chair

Murray Gold

Uros Karadzic

Paul Martin

Nelson Tam — Project Manager

Topic

Lead

Introduction

Chair/ADM

8:45 -9:00

Position Paper Briefing

Nadine

9:00 -10:30

Break

10:30 — 10:45

hal Bl I b

Deloitte Briefing
e Accounting Opinion

Deloitte

10:45 - 11:45

o

Media Protocol & Panel Support
e Overview of Media Protocol
e Support on Plain Language Executive
Summary
e Facilitation of Report Format/Content

Sophie

11:45-12:15

Lunch Break

12:15-1:15

N

Ministry of Education — Ontario Teacher Plan
Briefing
e Brief overview of Plan history
¢ Roles & Responsibility of the Sponsor
e Relationship with OTF — collaborate versus
combative
e Governance/Legal items in the Agreement
relating to Asset Recognition and
Measurement — Current and Future
e Plan Actuarial Valuation
e Alan Shapiro?

Joshua Paul

1:15-2:15

8.

Ontario/BC comparison

Murray

2:15 -2:45

9.

New Brunswick Pension Plan

Paul

2:45-3:15

10.Break

3:15-3:30

11.Panel Discussion — Issue, Roles and

Responsibilities, Information Sharing, Report
\Writing/Actuarial Supports, Closing Remarks and
Next Steps

Chair

3:30 - 4:45




12.Housekeeping — Ethical Obligations, Expense
Claims, and Time Reporting

Nelson

4:45 - 5:00

Next Meeting — December 5 2016, 8:45 — 5:00

Location - Frost Building South, 2nd floor, 7 Queen's Park Crescent, ADM

Boardroom
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Introduction & Housekeeping

e The Panel and OPCD staff introduced themselves.

e The Panel was reminded about their responsibilities not to share and use
information obtained as part of the Panel for their business and personal gain.

e High level review of the travel re-imbursement costs. Example, most economic
mode of transportation, taxi and food tip maximums, supporting documentation for
mileage claims, use of government hotels. The expense claim form and tip sheet
was included in the Panel’s binders.

e Introduced the time reporting excel worksheet for per diem tracking. Confirmed that
less than 3 hours work results in half the per diem paid and greater than 3 hours
work results in the full per diem paid as per the Agency and Appointments Directive.



OPCD Position Paper Briefing

e Discussion to invite the Auditor General to brief the Panel on her perspective of the
issue. It is important to understand all viewpoints on the issue. Project Manager —
draft letter from Chair to Auditor General — Completed and letter was sent to
the Auditor General on November 22 2016.

e Discussion regarding the confidentiality agreement and want “indemnity” to be
removed. Also, confusion as whether Deloitte letter was a report versus opinion as
the agreement indicates report. Clarified by report that the agreement covers both
the opinion and the actuarial work conducted in August 2016.

e Nadine Petsche presented the slide deck on the issue to the Panel. General
Comment — OPCD is responsible for the Province’s accounting policy.

e Discussion relating to IAS19 & IFRIC 14 as secondary source for accounting
treatment of pension plans. PSAS 3250 is the primary source and provides
guidance on the accounting treatment without the need to go to a secondary source.

e Discussion relating to control and the control requirement to recognize a pension
asset. The Auditor General’s interpretation is the Province does not have control to
use the pension asset as it is jointly sponsored by the Province and Ontario
Teachers’ Federation. The OTPP legal documents states that all plan decisions
must be made jointly, therefore shared control and no legal document exists that
gives the Province the right to the pension asset. From the Panel’s perspective, the
Auditor General applied the asset withdrawal concepts and/or requirements to the
potential of a contribution holiday or benefits enhancement, which is the Province’s
potential intention, therefore the withdrawal concepts and/or requirements do not
apply.

e Discussion on the future direction relating to the control issue and the
definition/framework of an asset and/or liability (PS1000 and PS3210). Asset can be
used eventually either in the short or long term.

e Discussion on the rate comparison (including across different jurisdictions) and the
effect on determining whether a pension plan is in a surplus or deficit position. The
Panel made an assumption that regardless of the purpose an actuarial valuation is
completed, the non-financial data remains the same for the different scenarios and
the discount rate is the variable. This was confirmed at the Ministry of Education
briefing. Also, MOF BPS Pension that some rate assumptions may be different such
as salary escalation, real return and inflation.

e Based on history, funding and servicing costs will eventually be aligned.

e There was a mention of an interpretation from an accounting firm regarding a
pension asset and IAS19 - still outstanding.



Deloitte Accounting Opinion Briefing

e Deloitte partner provided an overview of the opinion provided to the associate
Deputy Minister. The opinion includes basic facts and extracts from the relevant
accounting standards and the various pension plan documents. Two questions —
require legal enforceable right to recognize the asset (recognition) and the legal
uncertainty in assessing the future benefit from the asset (measurement).

e Measurement issue — It is highly judgmental, therefore Deloitte expressed no
opinion.

e Recognition issue — Opinion is that legal enforceable right is not required to
recognize an asset for a jointly sponsored pension plan

e Discussion on the history of the various standards and the measurement of a
pension asset ceiling

e Are there any legal questions we have not asked?

Media Protocol & Communication Panel Support Briefing

e All media requests to the panel members are to be directed to the Chair who is the
official spokesperson for the Panel.

e Communications will support the Chair in responding to questions as needed. The
Chair can address any questions relating to the work of the Panel. All other
questions are directed to TBS Communications to respond.

e Discussed the support that Communications can support when the Panel finalizes
the report — Executive Summary and Technical Paper.

e Communications can assist in the report is in “everyday language” for all readers
and ensure that it meets accessibility requirements when released.

e Communications can assist in facilitating the format of the report.

e Nadine provided an update on the procurement of a writer to support the panel. The
individual is already familiar with the issue, OTPP and pension accounting. The
business case is currently in the review and approval stages and to have the
individual present at the December 5" panel meeting.

e The Panel needs to identify and confirm the questions and the order to be
answered.



Ministry of Education & TBS Legal OTPP Briefing

Ministry of Education and TBS Legal presented their respective slide deck
Discussion on the appointment and removal of board member by each sponsor.
Appointed for 2 years to a maximum of 8 years.

Labour negotiations does not include pension plan. The negotiations, for both, are
intentionally kept separate. There are no direct trade-offs but each side is still aware
of what is happening on each sides.

Discussion of potentially using an annuity contract to make benefit payments.
Discussion of the changing demographics of the plan members — Does senior plan
members want to subsidize junior plan members?

Paul Duffy — Can government remove a board member? Definition of the
reference rate — Response emailed to Panel on November 21st

Jurisdictional (British Columbia and New Brunswick) Briefing

Murray briefed the Panel on the opinion provided to TBS Legal comparing the British
Columbia pension plans to Ontario — two governance level which has rights to
surplus, no dispute resolution mechanism and 3 of 4 plans must have all the
objectives fulfilled during transition period before the surplus could be accessed
Paul briefed the Panel on the New Brunswick pension plans which are share-risked
pension plans. The Province cannot withdrawal any surplus therefore a full valuation
allowance is recorded as there are no future economic benefits to the Province.

General Discussion on Next Steps

Brief discussion on the need to see the Deloitte opinion. The Panel has concerns of
the revised confidentiality agreement. It was decided to obtain the Statement of
Facts from Deloitte instead to reduce the time to validate the facts. Expectation that
the Statement of Fact would have been agreed to with the Auditor General.
General discussion of the report

o0 What are the questions that need to be answered?
Are their sub-questions to the main question?
In what order should the questions be answered?
What are the options?
What are the pros and cons of each option?
What criteria is important to determine accounting?
What is the definition of an asset specifically relating to control?
Considerations

O O OO0 0O 0o



=  Withdrawal versus contribution holiday versus keeping the
surplus
* Understanding of other plans across Canada
= Funding versus Accounting measurement — OTPP zones relate
more to funding and are more conservative
= Potential of capping accounting surplus at funding surplus level
Format/Content of the report
0 Ensure that the report is viewed as an independent report and not look to
similar to the position paper
0 Re-confirmed that the report needs to address the four points in the Terms of
Reference
Timetable required to meet the deadlines
Patricia — draft of an outline of the report for discussion at next Panel meeting.
Murray — draft key characteristics of the plans
Uros — consider in more depth point 3 — appropriate valuation techniques to
measure a pension asset and pros and cons
Panel — consider main points in the report
Nelson — request from Deloitte a Statement of Facts — completed and sent to
the Panel on November 21st.



