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Provincial Judges Pension Board

The Provincial Judges Pension Board (the “Board” or “PJPB”) was established in 1992
and is continued by Ontario Regulation 290/13 as amended (the “Regulation”) under the
Courts of Justice Act. The Board is the successor to the Provincial Judges Benefit Board
established in 1984 by Ontario Regulation 332/84 under the Provincial Courts Act.

Members of the Board are appointed by the Lieutenant Governor in Council.

For the period April 1, 2013 through March 31, 2014, the Board’s members were

Board’s member Date First Appointed Current Term Expiry Date
W. Keith Gray, Chair October 11, 1995 September 1, 2013
Executive Vice President

(retired)

Toronto Dominion Bank

Deborah Anne Oakley, October 22, 2009 November 14, 2015
Member December 11, 2013 June 11, 2014

Interim Chair

Sr. Vice-President
Corporate Affairs
(retired)

OMERS Pension Plan

Elizabeth Boyd, Member April 10, 2013 April 10, 2016

Partner
Blake, Cassels & Graydon
LLP

Lisa Philipps, Member February 26, 2014 February 26, 2017

Associate Vice-President of
Research
York University

Accessibility Note: - A current list of Board Members may be found at the Public Appointments
Secretariat website

(URL: https://www.pas.gov.on.ca/scripts/en/BoardDetails.asp?boardID=774 )

The Board administered the Provincial Judges Pension Plan (the “Plan” or “PJPP") and
approved pension payments and refunds in accordance with the Regulation.

The Ontario Pension Board (“OPB”) provided pension administration and secretarial
services to the Board in accordance with the Service Level Agreement.

The Board met seventeen times during the period April 1, 2013 through March 31, 2014,
four of which were regular Board meetings, and the remainder dealt with other Board
business including, various stakeholder issues that arose during the period and
development of the annual business plan.
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|. Cost of Administration

Administrative support cost for the operation of the Board was subsumed in the estimates
of the Human Resources Division, Ministry of Government Services.

The Chair and Board members are all private sector appointees and received per diem
fees of $200 for the Chair and $150 for the members. Fees totalled $7,100 for attendance
at Board meetings and preparation time. The Board incurred no other direct costs.

ll. Plan Activity

1. Plan Membership and Pensioner Changes

@ March 31, 2013{Increase Decrease @ March 31, 2014

| Active 286 10 -19 277
Members (participants)|LTIP 3 3 -1 5
Total Membership 289 13 -20 282

Normal(A) 169 15 6 178
Pensioners Survivors 71 3 3 71
Total Pensioners 240 18 9 249
Deferred Pensioners (B) 1 0 0 1

e Pensions and escalation adjustments calculated under Provincial Judges Pension

Plan rules.

e Pensions for former Provincial Judges Pension Plan members to be paid at a

future date.

2. Description of the year’s activities

The year’s activities are described in the Analysis of Operational Performance under

Section IV.
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lll. Analysis of Financial Performance
FINANCIAL STATEMENT

2014 2013
($ 000) ($ 000)
Deposits
Contributions
Participants 4,246 4,495
Province of Ontario (Note 4) 33,282 33,282
Interest earned 44,940 43,699
82,468 ___ 81,476
Payments
Pension payments and survivor allowances 32,447 30,717
Refund of contributions 414 e
Net increase in the Fund 49,607 50,759
Fund Balance with the Minister of Finance
Beginning of year _ 749,453 698,694
End of year __ 799,060 749,453

See accompanying notes to the financial statement.

Approved on behalf of the Board:

b4 @@7

Chair
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1. DESCRIPTION AND ADMINISTRATION OF THE FUND

The Ministry of Government Services is responsible for overall oversight of the Fund
including administration of all contributions to the funds and interest earned. The
Provincial Judges Pension Board, as originally designated by Ontario Regulation 67/92 of
the Courts of Justice Act, is responsible for the administration of pension payments and
survivor allowances.

On Oct 31, 2013, Ontario Regulation 67/92 was repealed and was replaced by Ontario
Regulation 290/13 under the same legislation. The new Regulation splits the Provincial
Judges Pension Fund into two plans, the Provincial Judges Pension Fund and the
Provincial Judges Supplementary Pension Account.

The Provincial Judges Pension Fund is registered for income tax purposes and provides
for pension benefits up to the limit permitted under the Income Tax Act. The Provincial
Judges Supplementary Pension Account provides for pension benefits above the limit
prescribed by the Income Tax Act for post- 1991 service.

On December 20, 2013, a Court Order was issued that effectively ordered management to
administer the Fund as one plan under the administrative provisions of the repealed
Ontario Regulation 67/92, until litigation challenging the constitutionality of the
Supplementary Pension Account is resolved. The terms of the Court Order had been
agreed to in advance among the parties to the litigation in a Memorandum of Agreement
called the Standstill Agreement.

As a result, this financial statement continues to be presented as one Fund.

The Fund is held within the Consolidated Revenue Fund of the Province of Ontario and is
included as an employee future benefit liability within the consolidated financial
statements of the Province. The Fund is not subject to the reporting requirements under
the Pension Benefits Act and Regulations. The following brief description of the Fund is
provided for general purposes only. For more complete information, reference should be
made to the Regulations.

(A) GENERAL

The purpose of the Fund is to provide pension payments to retired Provincial Judges and
Masters who are members of the Plan or survivor allowances to the dependents of these
Judges and Masters.

(B) FUNDING POLICY

Participants are required to contribute 7% of their salary to the earlier occurrence of
meeting their basic service requirement or attaining age 70 years. The contribution
required from the Province is determined by an actuarial valuation as described in note 4.

(C) PENSION PAYMENTS

A pension payment is available based on the age and the number of years of full-time
service for which the participant has credit upon ceasing to hold office and is based on the
salary of a full-time judge of the highest judicial rank held by the participant while in office.
The participant is entitled to these payments during his/her lifetime.
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(D) DISABILITY PENSION PAYMENTS

A full pension is available at age 65 for participants with a minimum of five years of full-
time service who are unable to serve in office due to injury or chronic iliness.

(E) SURVIVOR ALLOWANCES

A survivor allowance equal to 60% of the pension payment is paid to the spouse during
the spouse’s lifetime or to children who meet the age, custody, education or disability
criteria defined by Regulation.

(F) DEATH REFUNDS

A death refund can be payable to the personal representative of a participant where there
is no further entitlement to a survivor allowance. The amount of the refund is equal to the
participant’s contributions in the Fund plus interest, less entitlements already paid out.

(G) WITHDRAWAL REFUNDS

Upon ceasing to hold office for a reason other than death, participants not eligible to
receive pension payments are entitled to receive a refund of their contributions to the
Fund plus interest.

(H) ANNUAL INFLATIONARY ESCALATION OF ENTITLEMENTS
e Judges Retired Before June 1, 2007:

The annual inflationary increase for judges who retired before June 1, 2007 is based on
changes in the Average Weekly Earnings published by Statistics Canada and subject to a
maximum of 7% in any one year, and is effective on April 1 in every year. In addition, the
pensions are adjusted based on the salary increases of sitting judges as recommended by
the Provincial Judges Remuneration Commission.

e Judges Retired On Or After June 1, 2007:

The increase for judges who retired on or after June 1, 2007 and elected to be paid under
the plan provisions effective on that date is based on changes in the Consumer Price
Index, and is effective on January 1 in every year.

(I) INTEREST REVENUE

Interest is credited to the account for the Fund, held in the Consolidated Revenue Fund of
the Province of Ontario, at the average of the monthly Ontario Borrowing Rates for a 25-
year maturity as follows:

e on the net monthly increases to the account accumulating during the fiscal year at
the interest rate for the fiscal year; and

e on the net increases to the account for each of the preceding 25 years at the
interest rates applicable to those years, providing the funds remain on deposit with
the Consolidated Revenue Fund.
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2. SIGNIFICANT ACCOUNTING POLICIES

The financial statement has been prepared on a basis of accounting prescribed by the
Memorandum of Agreement between the Ontario Conference of Judges and the
Lieutenant Governor in Council, Minister of Government Services and the Provincial
Judges Pension Board (the Standstill Agreement). The basis of accounting prescribed by
the Standstill Agreement is consistent with both the repealed Regulation 67/92 and the
current Regulation 290/13 under the Courts of Justice Act and consists of contributions
and money paid, transferred or credited to the Fund, less money paid out, except for the
fact no Supplementary Pension Account was established.

3. ADMINISTRATIVE EXPENSES

Administrative expenses are paid by the Province of Ontario.

4. LIABILITY FOR FUTURE BENEFITS

The Provincial Judges Remuneration Commission (Commission) was established under
the Courts of Justice Act to conduct an independent review of the salary, pension and
benefits for all provincial judges.

The Commission’s salary and non-pension benefits recommendations are binding;
recommendations on pension benefits are non-binding. The most recent report of the
Commission was the Eighth Provincial Judges Remuneration Commission released on
November 12, 2013, covering the period April 1, 2010 to March 31, 2014. The report did
not recommend any salary increases in addition to the annual inflationary increases
already received.

The Province is responsible for the unfunded liability of the Provincial Judges Pension
Fund and funds this liability in amounts recommended by periodic actuarial valuations of
the Plan. The most recent actuarial funding valuation on plan data as at March 31, 2012
recommended a contribution from the Province for fiscal 2014 of $33,282,000 based on
44.6% of the payroll of sitting judges until the next actuarial valuation.

The 2012 actuarial valuation calculated the present value of the required future
government contributions as $300,421,000 (2011 - $283,590,000).

Significant assumptions in the March 31, 2012 actuarial funding valuation are as follows:

Assumption March 2012 Valuation
Expected Return on Plan Assets 4.00%
Discount Rate on Future Cash 4.00%
Inflows
Salary Rate Increases 3.60%

. Graduated to scale from age
Age ofRetirement 60 to 75

Aggregate Cost Method

Method of Evaluation Aggregate Cost Method

9|Page



I\VV. Analysis of Operational Performance

Delivery of Pensions

In the 12 months ending March 31, 2014, the PJPB continued to deliver high
guality cost effective services to 249 beneficiaries receiving pensions or survivor
allowances from the PJPP.

The Board conducted four regular meetings in that period to consider applications
for approval of payments from the Fund. The Board also conducted several ad hoc
meetings to address Board business and emerging issues with critical timelines
(e.g. response to litigation and preparation of the business plan).

At its regular quarterly meetings, PJPB reviewed and approved 18 new annual
pensions and survivor allowances with a value of just under $2.83 million.

The PJPB also approved payments totalling just over $302K representing a
retroactive 2.7% cost of living increase under the “old plan” rules and almost $7K
under a 0.9% CPI adjustment.

Implement Internal Audit

The Board successfully engaged Ministry of Finance, Internal Audit Division to
perform an internal audit of the pension payment processes and pension payments
for the PJPP.

The report is complete and action plans for improvement opportunities have been
implemented by the Board's service provider, OPB.

No additional expenses were incurred by the Board as government internal audit
resources performed the work.

Implementation of ITA Compliant Plan Provisions

PJPP amendments in respect of ITA requirements were filed and became effective
October 31 2013.

The amended terms are now registered with CRA.

Shortly after the Plan provisions were formally adopted, the Conference of Judges
began court proceedings to set aside the ITA compliant provisions and revert to
the former Plan provisions. The Board has retained independent legal counsel to
represent it in the matter.

As a result of the Standstill Agreement between the parties, the Board is not able
to fully implement the new administrative arrangements.

The Board has protected the Plan’s registered status by ensuring pensions
continue to be paid in accordance with ITA requirements until the litigation is
resolved.

Accurate Payments and Entitlement Calculations

Calculation materials and entitlement information were provided in a timely manner
by OPB to PJPB for its review and approval at PJPB meetings.

OPB staff was available at PJPB meetings to clarify and explain all payments
when necessary. All calculations bear evidence of managerial review and
verification by OPB staff.
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e Inresponse to process recommendations made by the Provincial Auditor, OPB
strengthened its controls supporting payment approval recommendations to the
Board. In the most recent audit the Provincial Auditor confirmed their points have
been addressed.

Strengthening Stakeholder Relations

e The Board continued to clarify its role and strengthen relations by increasing the
frequency of meetings with several key stakeholders including the Sponsor,
Ontario's Chief Justice and the Ontario Conference of Judges.

e The PJPB also met or exceeded its client service standards over the period of this
report which were that no application for pension or other benefit from the Plan, or
pension estimates, take longer than 60 days in total to process.

e There were no requests for adjudication or appeals of decisions made.

Renewal of the Service Level Agreement with OPB and MGS

e Clarification of the roles and responsibilities within the Deloitte Report,
implementation of ITA compliant plan provisions, the recommendations of the 8"
Judicial Remuneration Commission and the recommendations within the recent
internal audit have produced a number of proposals that would significantly change
the services currently provided to the PJPB under contract with OPB.

e As the Board'’s service provider, OPB has identified a number of on-going services
that will have an impact on the fees it charges for service delivery and will need to
be included in any revision to the Service Level Agreement.

e Since these new services are part of the fundamental service delivery the Board
agreed to combine its review of the basic agreement with the service schedule.

e Progress on the renewal has been affected by the litigation since a number of
operational processes will be impacted by the outcome.

Communications with Pensioners and Stakeholders

e PJPB or Chair approved all Plan communications prior to distribution.

e The Board identified and acted on communications opportunities including new
spousal eligibility forms.

V. Performance Targets

The Board has established the following performance targets for the fiscal year 2014-
2015.

Implement Internal Audit Recommendations

The internal audit is complete and action plans have been adopted to make improvements
to the Plan’s pension payment processes. The Board will monitor the implementation and
provide appropriate guidance through timely decisions.
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Improve Service and Reduce Cost

The PJPB will continue to ensure that pension benefits and other payments from the Plan
are made in accordance with all applicable legislation in a timely and accurate manner.
The Board will also encourage the various stakeholders which participate in administering
the Plan, to streamline and clarify their working relationships, roles and responsibilities.

Communications with Pensioners and Stakeholders

The Board will continue to look for opportunities improve communications to pensioners
and advise on communications to other key stakeholders. Since there is new leadership at
the Ministerial level and the Conference of Judges executive, the Chair is committed to
meeting with these key stakeholders to ensure good relations. The Chair will also maintain
open lines of communication with the Chief Justice and her office. With her anticipated
retirement, the same will continue with her successor.

Implement ITA Compliant Plan Provisions

The Board will ensure pensions and other Plan entitlements are paid in accordance with
ITA requirements and that the Plan is administered in the interim in accordance with the
Standstill Agreement. It will also monitor the status of litigation through regular updates
with independent counsel and work with MGS and OPB to ensure a smooth transition to
full ITA compliance once litigation is resolved.

Governance Framework Roles and Responsibilities

Many of the recommendations made in the Deloitte report have been integrated into the
plan already. The Board will work to assess the balance of the recommendations and
decide whether to implement or decline the proposals, as appropriate.

Renewal of the Service Level Agreement with OPB and MGS

The operating environment for the Plan has become increasingly complex; imposing new
service requirements through: the adoption of ITA compliant plan provisions, the Deloitte
Report and most recently the recommendations of the 8th Judicial Remuneration
Commission. Each of these developments has a potential impact on the terms of the
Memorandum of Understanding and the Service Level Agreement. To this point our
review, update and clarification of roles and responsibilities has been complicated by the
on-going litigation between stakeholders.

The Board expects to recommence its work in the 2014/2015 Fiscal Year, analyzing costs
and proposing amendments to the documents with the agreement of the Plan

Sponsor and OPB. The Board will have to reassess its approach if the litigation produces
an unexpected result.

The MOU between the Chair of the Board and the Minister continues in effect for five
years or until a there is agreement on a new MOU. The terms of the current MOU may be
amended effective December 21, 2014. The appointment of a new Minister provides a
timely opportunity for review and amendment. The Board will review the terms and
propose changes, if any by the end of 2014.
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Remuneration Commission Recommendations

The 8th Remuneration Commission completed its hearings and made its
recommendations to the government in late 2013. The non-pension recommendations are
mandatory and are already in effect. The Board will provide input on pension
recommendations to ensure any administrative concerns are resolved prior to adoption of
any new plan terms.

VI. Chair’'s Comments

The Board is responsible for administering the pension and survivor allowance benefits
provided under the Provincial Judges Pension Plan. As a trust agency of the Crown, the
PJPB oversees the delivery of a monthly pension payroll that exceeds $2.79 million. As a
board, we are committed to delivering cost effective high quality service to the plan’s
beneficiaries. A summary of some of last year’'s achievements appears in Section V.

The Board expresses its appreciation for the assistance rendered to the Board by the
management and staff of the Total Compensation Strategy Branch and the Payroll
Operations Branch of the Ministry of Government Services, and the Ontario Pension
Board and staff.

The Board also wishes to acknowledge the contributions of W. Keith Gray who retired as
Chair effective September 1, 2013. Mr. Gray began serving on the Board October 11,
1995 and lent his considerable expertise in business to the Board’s governance and on-
going operations. His guidance and counsel is deeply appreciated by those who had the
pleasure of working with him.
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VIlI. APPENDIX
Appendix A: Independent Auditors Report
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PUBLIC ACCOUNTS, 2013-2014 3-73

— — Office of the Auditor General of Ontario

v
‘AK’ Bureau du vérificateur général de |I'Ontario

Provincial Judges Pension Fund
Independent Auditor’s Report

To the Provincial Judges Pension Board and to the
Minister of Finance

| have audited the accompanying Statement of Changes in Fund Balance of the
Provincial Judges Pension Fund as at March 31, 2014, and a summary of
significant accounting policies and other explanatory information (together the
“financial statement”). The financial statement has been prepared by management
in accordance with the financial reporting provisions prescribed by the
Memorandum of Agreement between the Ontario Conference of Judges and the
Lieutenant Governor in Council, Minister of Government Services and the Provincial
Judges Pension Board (the Standstill Agreement) dated December 20, 2013.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation of this financial statement in
accordance with the financial reporting provisions prescribed by the Standstill
Agreement, and for such internal control as management determines is necessary to
enable the preparation of a financial statement that is free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

My responsibility is to express an opinion on this financial statement based on my
audit. | conducted my audit in accordance with Canadian generally accepted auditing
standards. Those standards require that | comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial
statement is free from material misstatement.

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

| believe that the audit evidence obtained is sufficient and appropriate to provide a
basis for my audit opinion.
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Opinion

In my opinion, the financial statement of the Provincial Judges Pension Fund as at
March 31, 2014 is prepared in accordance with the financial reporting provisions of the
Standstill Agreement.

Basis of Accounting

Without modifying my opinion, | draw attention to Note 2 to the financial statement,
which describes the basis of accounting. The financial statement is prepared to assist
the Provincial Judges Pension Fund to meet the reporting requirements of the

Standstill Agreement, and as a result the financial statement may not be suitable for

another purpose.

Toronto, Ontario Gary R. Peall, CPA, CA, LPA
June 10, 2014 Deputy Auditor General
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