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INTRODUCTION

The Ontario English Cathdlic TeachersAssocation (OECTA) is pleagd
to provideits views on the Ministry of Finance$ documententitled
Searring our RetirementFuture: Consuting with Ontaranson Canadas
Retirement Income Sysem. This consultaton paperspecfically seeks
input on a possible modes$ CPPexpansiorandon pensioninnovaion.
OECTA will notcommenton the entire rangeof questiongosdin the
conslltation pgper. Rather,we will confine our reponseto the following
issues that were identified therein.

HOW MUCH INCOME DO YOU THINK YOU WILL NEED IN RETIREMENT
TO MAINTAIN YOUR STANDARD OF LIVING?

Many Canadians are fearful thatthey mayretire withoutadequée
pensons. Withoutqueston, recen eventshaveexposedmajorfaults at
the heart of our pension system.While our public pensionsygem— Old
Age Searity (OAS), the Guaraneéedincome Supplemen{GIS) andthe
Canada PansionPlan (CPP) — providesa securancome in retirement,the
maximum value of public pensiondalls well shortof replacingthe 50
percent to 70 pe centof pre-retirementncome thatmanyexpets
believe familiesneedin retirementto maintaintheir previousstandad of
living. Low incomefamilies,in particular, needmorethan70 per centof
thar eamingsto meetbast needsandto live abovethe povertyline after
alifetime of work. All Canadianshareaninterestin preservinghar
retirement future becauset benefitseveryoneby enhanang the economic
sygem while providing collective and individual securty.

OECTA bdieves that Canadianshouldnot haveto “fend for themsdves”
in retirement After alifeimeworking, to makea postive contributon to
our county’s development, all Canadansdeservesecurty and dignity in
retirement.



3. EXPAND DEFINED BENEFIT PENSION PLANS

3.01 OECTA bdievesthata definedbenefitpenson plan which providesa
pre-degerminedlevel of pensonincome,usudly basd on previous
eanings will providethe bestlong-ermretirementincomestability.
Corversdy, definedcontibution plansprovidea pensionincomebased
solely oninvestmentretums, which canvary accordingto the markets.
Thethree stock market meltdownswithin the last fifteen yearsclealy
denonstite the volatility of definedcontributionplansand highlight the
instability of such plansfor thosewho are planningretirementor for
thosewho arecurrently retired.In addtion, it hasbeen demonstated, as
noted in the consalltation paper,thatthe majority of Canadians do not
contibuteto registeredretirementsavingsplans (RRSPs)andof those
who do contribute few makethe maximumallowed contributions

3.02 Canaliansare nottakingfull advantagef tax-assisted savings. In 2008,
there was$540billionin unusedRRSPcontribution” room, which
represented 87 pe centof thetotal RRSProomavaiable. Recent andysis
suggeststha today’s householdsresavingless thanprevious
geneations (Sewving our RetrementFuture, p. 9)

3.03 Thekey fador behind low contributon ratesto RRSPsare stagnantred
wageswhich have beenflat or falling for mog working peoplefor the
past twenty years combinedwith thereality that Canaliansnow cary a
highlevd of personabdebt.

3.04 In additionto thevolatlity of the marketsthe excesively high
managenentfees chargedby thefinancal industryon invegment
product have impacted on RRSPreturnsfor individuals Mangyemaent
feesfor retail equity mutual fundsof the kind which arecommonly hed
in RRSPsaveaage 2.5 percentto 3 percentor even higher comparel to
the managenent expense®f onehalf of onepercent for the Canada
PensionPlan.
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Therefore, the strength of public plansliesin the securityof whattheydo
promise— they are definedbenefit penson plansthatarehighly valued in
large measure becausethey arenot simply savingsandinvestmet
schemes.

OECTA bdievesthatit isin the bestinterestof all working people who
want a secureretirementincome,to supportdefined benefitpenson
plans. This would promot the defenseof empbyer definedbendit
pensionplansin orderto reducethe possiblity of Canadansrelying
solely on public pengon plansfor their retirement incone securty.

OECTA agreeswith the Ministerthat Ontarianswill havemore economt
securnty in retrement if they paricipatein a definedbenefitpenson plan,
fully portable within Canadajndexedto inflaton, andnot subje¢ to the
volatility of the marketplaceasareprivateinvestments

EXPANSION OF CANADA PENSION PLAN

Govenments mustputin place anadequateystemof public pensonsso
tha Canadians have securiy in their retirenrent after a lifetime of work.
If Canadanshavea beter CPPthatreplacesmorethanthe current25 per
centof the maximum pensonableearningst would be easer for themto
sawe enoughfor retirement. The bestway to securetheretirement future
of al Canadiansisto increasduture CPPbenefts beyondthe current

25 pe cent of maximum pensionableearnngs(currently $47,200).

The consutation paper examnesthe expansiorof CPPasan
“Attradive Vehicle for Change’andstatesspecificaly:
Canadiansaresaving lessthanthey oncedid andmanydo not takefull
advantgeof voluntary tax-assstedsavingsopporunities.A declining
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portion of theworking population hasacess to enploymentpenson
plans. This meansthatmany Canadiangould experience a maerid
decreasein thar standardof living uponretirementunles changs are
made. The CPPprovidesa secure fully indexed, defined benefit
pension to virtudly all working Canadiansnd is fully portableacros
Canada. The CPPdoesnot carrytherisk of default thatis inheentin
private plans dueto bankrupty or insolvency of the employer
(Securing our RetirementFuture, p. 14)

The CPPis a seaure andsoundpenson plan—thereis enough to pay
for its definedbenefits for atleast75 yeas, which is the furtheg into
the future tha actuarieswill forecast The CPPis alow cod pengon
plan which provides workerswith a definedbendit tha is indexed to
inflation. Unlike the vastmajority of workplace pensions the CPPis
fully portable, to differentjobsandprovinces onecan work for severa
employers overtime without suffering anylossof CPPpensionincome.
The portability of the CPPandlow overhed cods arekey to ensiring
fair penson outaomesgiventhereality of job turnove anduncertanty
asto thefuture of individual empbyersin today’s economy.

Expandingthe CPPwould likely resultin lower contributionsto RRSPs
by middle incomeearnes, but aspreviouslynoted,Canadians have
already regsted contibuting to RRSPdan recentyeas dueto the

turmoil in the stock markes. Low andmiddle incomeeanerssimply
dont wantto takeriskswith their hardearne savings Moving
retirement savings from high costRRSPacmunts,which deliver low
returns, to a secure well-managed|ow costpublic pension planwould
bendfit the gred majority of CanadiansBesides, manyhighe income
Canadianswould continueto buy retail invegmentproducts sothe
Impacts on the financial sectorwould be li mited.
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APPROACHES TO EXPANDING THE CPP — INCREASE THE
REPLACEMENT RATE

Themostviable approachto CPPexpangon mug takeinto aceountthe
postive fedures of a defined benefitplan andenhane thes provisons
for the greatest numberof CanadiansTo this end, OECTA would
support the approadt to increaseherepla@ment rate. Increasng the
maximum replacementrate from the current25 per cent to a higher
rate, such as 50 per cent(doubling CPPbendits), would benetft all
CPPcontibutors.This would elevatethe replacemant rate income of
Yearly Maximum PensbnableEarnings(Y MPE) or $47,200per yea
eaner from 21 percentto 34 percent;a$70,800peryea earne from
14 percentto 22 per cent anda $94,400peryearearne from 11 per
centto 17 pe cent.

OECTA would urgethe Ontario governmat to take thelead in the
federal/provindal discussonsby advocaing for a doublingof the
CPPreplacement rate. Althougha CPPbendit increasewill requre a
gradud phased-in increasein CPPcontibutions,it will notrequirea
doubing of premiums A gradualdoubing of future CPPbenefits can
be spread out over sevenyears.lt would only requirean increase of
0.43percent of pensonableearnngsead yea for seven yeas.
Moded CPPcontribution rateswereabsorbd by Canadiansbetveen
1996and2003without any negatve economicrepacussions

CPP ASSET MANAGEMENT

The CPPInvegdment Fundis avery large,diversfied invesmentfund
which opaatesat arm’s lengthfrom the governmat at very low cost
Its management expense®n averageaarelessthan 0.5 per cent— far
lessthanthe averagemanagemengxpens ratios of private seaor



1.01

investmentvehicles. It is hardto seehow this could be improved upon.
As well, if the expangon of CPPbenefitsis the intendel vehide for
improved retrement securty for Ontarans the continue manajemaent
of all their asseés would be partandparcel of theincreased viability and
suganability of tha fund.

PENSION PLAN INNOVATIONS

Thebanks and the financialandinsurane indudries shouldnot be relied
uponas*pension innovabrs.” It's a conflict of interest to let indudry
enities whoseprimary focusis to makea profit for themelves act as
pension plan spon®rs, which is why it is not allowed underOntario's
PensionBenefits Act. We haveseenthe fail ed promises of the financid
services companies which for decadeshavetrumpetel that theyalone
can ddiver efficient andvaluablepenson aternaives Thefacts speak
for themsdves - the avelmageManagemenExpenseRatio for mutud
fundsin Canadasits at 2.87 percentof asds. Overa 40 yearinvegment
period, theindusty pocketsoverhalf of theirinvegors hard-eaned
savings.Given this poorrecordof performane, govanmentshould not
be enmuraging or compelling workersto be membersof finance-indugry
creaed retirement schenes.A far beter proposl is to expandthe
benefits unde the Canala PensionPlanthatwould offer more help to
Ontaio's workers today to helpthemsave for their retirement.



8. RECOMMENDATIONS
8.01 OECTA recoommendsaretirementsystemwhich:

» Suppots andpronotesthe presevation and expanson of retirement
security for all Canadars,

» Suppots andpronotesthe maintenane and expansion of defined
benefit pensionplans,

» Suppots andpronotesan expansiorof the CPPwhich doublesthe
replacement rate for all Ontarians,

» Suppots andpronotesthe managenent of CPPthroughthe current
CPPB assd managermantstructure.



