


What Action Are We Taking?

Even though we use forward-looking methods such as valuations and projection studies, we cannot predict
the future. Our challenge is to successfully adapt to an unpredictable future. The changes we are proposing
aim to add more flexibility into the plan design while reducing costs where it makes the most sense.

Some smaller plan design changes are being recommended by the Board of Trustees: increasing the number
of consecutive years from three to five to calculate Final Average Earnings and eliminating the 10-year
guarantee period for single retirees (see page 8 for more information). Alone, these changes are not enough.
We need to make significant design changes to sufficiently deal with the shortfall and to maintain an
adequate level of pension benefits for members.

Your CSI pension plan formula determines the basic pension earned. The plan also provides “features,”
which modify the pension amount in specific ways. In a nutshell: we have to reset the balance between the
pension benefit formula and the features to create a benefit we can afford.

A refresher on the current CSI pension benefit formula

Under the current plan, you can use the formula below to calculate your annual pension at retirement.
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A pension plan that uses a 1.84% benefit formula compares favourably with the best public sector pension
plans in Canada. The highest formula allowed by law is 2% and most public sector plans only reach that
level when the Canada Pension Plan benefit is added.

When will the design changes take effect?

Plan design changes will be effective for service on and after September 1, 2010. For service up to and
including August 31, 2010, pension will be earned under the current formula.

Will the changes affect pension benefits already earned?

The laws governing multi-employer pension plans such as ours allow benefits already earned by members
and retirees to be reduced. However, this is not currently CSI’s intention. Instead, at this time, we propose
changes that would affect future benefits only, from September 1, 2010. However, if the significant
investment losses experienced by plan assets since August 2008 are not reversed by the time the next
actuarial valuation is filed with regulators in August 2010, reduction to benefits already earned or being
paid may need to be considered.




Formula vs. Features: Whit

If we keep the current pension formula, we cannot
afford the features as they are today.
To keep the pension formula at or close to today’s level,

we need to pull up to three levers. Each lever represents
a modification to the plan’s features:

e Increasing employee and school contributions.
e Reducing or removing early retirement subsidies.

e Capping or slowing down the phase-in of indexing.

On the other hand...

If we keep today’s features, we must reduce the
current pension formula and offer a smaller benefit
at retirement.

To keep today’s features at or close to today’s level, we need
to pull a different lever:

e Reducing the pension formula, resulting in a smaller
pension benefit.

Each lever will have a different impact on plan members

and schools. We don’t have to pull all of the levers, but
whichever combination we choose to pull, the result must put
the plan back on the track of long-term health and
sustainability.

Pension Formula Lever: Reducing Pension
Benefit Amounts

Current design: annual pension benefit at
retirement is calculated using a 1.84% formula.

Proposed:

e A less generous pension formula (anywhere
from 1.15% to the current level, depending on
what features are kept) for service earned after
September 1, 2010.

Impact:

e A less generous pension formula would result
in a lower annual pension amount when you
retire. However, pulling this lever—either part
way or all the way—and accepting a less
generous pension formula will reduce the cost
to provide pension benefits and may allow
the plan to keep some of the other valuable
features.

Indexing Lever: Capping or Slowing Dowr

Current design: post-retirement indexing is
providing incremental increases each year
originally was to provide indexing increases
thereby reaching 2.0% by 2013. As you may |
increase the indexing rate by only 0.1% effe
already slowed down the timetable due to t

Proposed:

e Option A: Slow down phase-in — The inde
per year, reaching 2.0% in 2019. While a O..
beyond 1.0% per year would be provided on
contractual.

e Option B: Cap indexing at 1% — Indexing \
the plan’s financial health allowed it.

Impact:

e Capping or slowing indexing will reduce |
after you retire.

e Indexing levers are the only changes that




h Levers Should We Pull?

Contribution Level Lever: Increasing Employee and School
Contributions

the Table? Current design: you and your school each contribute either 4.5% or
6% of your annual salary to the pension fund. Contribution levels
were increased in 2004 to help fund the new indexing feature. At
the time, this increase was anticipated to be temporary (until 2013).

' Pension Features
|

Proposed:
e The 2004 increase becomes permanent.

e Option A: Employee and school contributions increase to 5.25%
or 7% of earnings (depending on the school’s current contribution
level).

e Option B: Employee and school contributions increase to 6% or
8% of earnings (depending on the school’s current contribution
level).

Impact:

e Increases the amount of contributions each employee would have
to make to the plan.

* |ncreases the amount each school would need to set aside in its
budget for pension contributions.

e This is the only lever that puts more money into the plan and the

Contributions only way to directly increase plan assets.

e This lever has a greater impact on younger employees, since they
will have to pay increased contribution amounts over a longer
period of time compared with employees who are closer to
retirement age. However, if current trends continue, younger
employees will live longer and receive their pensions for a longer

Indexing period of time.

Early Retirement
Subsidies

Early Retirement Subsidy Lever: Reducing or Removing Subsidy

the Phase-In of Indexin i ) i . i
9 Current design: retire at 60 (with at least 10 years of service) with no

reduction in the pension formula. Retire as early as 55 with a 5%
reduction per year for every year you retire in advance of age 60.
This feature is considered a subsidy because it creates additional
costs for the plan.

it 0.9% per year, with the goal of

1til 2.0% is reached. The intention

at the rate of an additional 0.2% per year,
2member, the Trustees felt it prudent to
tive September 2008. In effect, we have

e financial health of the plan. Proposed:

e Option A: Reduce the subsidy — With at least 10 years of service,
retire at 62 with no reduction in the pension formula. Retire as early
as 55 with a 5% reduction per year for every year you retire in

ing rate would continue to increase by 0.1%
advance of age 62.

% increase per year is the goal, increases

L s, st (s el ol e Lo e Option B: Remove the subsidy - Still retire as early as 55, but with

a 6% reduction in pension from the formula for every year that you
ould not increase above 1.0% per year until retire in advance of age 65.

Impact:

e The early retirement levers affect only those members who want
to retire early. They do not affect members who retire at 65 or

rotection from increased cost of living |
current retirees.

e More teachers working until 65 might affect school staffing
patterns and budgets for salaries.

affect both active members and retirees.










Plan Design Changes Being Recommended

Final Average Earnings:
Best Five Consecutive Years

Final Average Earnings (FAE) is used in the
pension formula to calculate your pension
benefit amount. Currently, FAE in the CSI
pension plan is the average of your best
three consecutive years of earnings in your
last 20 years of service, up to a set date
(currently August 31, 2010). This set date is
updated by way of an amendment, if the
financial status of the plan allows it.

The change will increase the number of
average consecutive years from three to five
for service earned after September 1, 2010.
While the average of the best three years is
not an uncommon FAE arrangement in DB
plans, two-thirds of DB plans that use an
FAE formula average earnings over five
years, including the OTPP, the ATRF, and the
BCTPP. Because the average of five years of
earnings will in

most cases be lower than the average of
three years, a five-year average will provide
a slightly lower pension for the typical
member than a three-year average and

so it will cost the pension plan slightly less.

Normal Form of Pension: Elimination
of 10-Year Guarantee

The normal form of pension refers to how pension benefits are paid
at retirement. In the current plan, the normal form of pension for

a retiree who does not have a spouse at retirement is a pension
payable for his or her lifetime, with a 10-year guarantee period. That is,
if you die within 10 years of receiving pension benefits, the payments
continue to your beneficiary for the balance of the 10-year guarantee
period.

The normal form of pension for a retiree with a spouse at retirement
is a reduced pension payable on a “joint and survivor” basis, where
the pension is paid for the lifetime of both the retiree and the spouse.
The surviving spouse receives either 60% or 66.7% of the retiree’s
pension amount (depending on the province).

The value of both forms of pension is the same, but the monthly pension
payments will differ: under the joint and survivor form, initial pension
payment to the retiree is smaller compared with a single retiree because
the joint and survivor pension is likely to be paid over a

longer period of time.

The change will eliminate the 10-year guarantee period for single
retirees, and because the value of a single retiree’s pension is
equivalent to a joint and survivor pension, the change will also
slightly decrease the pension amount payable to a retiree with

a spouse. If you still want a 10-year guarantee period with your
pension, you can choose a smaller pension at retirement in order
to provide for it.

Moving Forward Together

Through the focus groups, we have heard from a representative but small group of plan members. Obtaining
understanding and input from the entire CSI community is the crucial next step, and we plan to accomplish
this through the webinars, which will build on the content presented in this newsletter and invite your input
on the plan design alternatives. It’s our pension plan and our future, so we encourage all plan members to be

informed, have an opinion, and participate in

the webinars and the decision making process.

Board of Trustees for 2008—2009

Stuart Bakker, Abbotsford, BC
Jean Weening, Calgary, AB
Theo Meester, Beamsville, ON

Jan van der Woerd, St. Thomas, ON

If you have any questions, please contact Howard Van Mersbergen, Vice President of Employee Benefits,
at 1-877-274-8796 or hvanmersbergen@csionline.org.

Diane Stronks, Guelph, ON
Jack Vanden Pol, Lacombe, AB
Henry Vanderveen, Langley, BC

Questions?
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