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THE PERT RECOMMENDATION: 

The PERT Report takes an unnecessary negative aim at the pension plan for its 

public sector workers and retirees, once again perpetuating the attitude that the 

province cannot afford and should not continue these retirement plan for its 

workers and pensioners. Ever since the inception of pension plan benefits, there 

has been a continuous assault on the plans that is perpetuated by stereotyping of 

attitudes and targeted negativity from the corporate community.  The PSP Plan, 

along with its counterpart Teacher’s Pension Plan, have seen challenges over the 

years, but in recent years these challenges have been overcome and the Plan(s) 

are on track to be sustainable for a significant time extension into the future.  

The Newfoundland and Labrador Public Sector Pensioners Association is 

completely opposed to the recommendation in PERT to convert pensions to a 

collective defined contribution plan within three years and will undertake 

whatever actions are necessary to protect the pension and other retirement 

benefits of its members and current workers and other public sector retirees. 

OBJECTIVES OF NLPSPA: 

The Newfoundland and Labrador Public Sector Pensioners Association came into 

being in 1989 when a small group of retirees saw the need to establish a voice for 

pensioners to stop the ongoing attacks against the pension plan and to unite 

retirees against these actions. The primary objective of the Association 32 years 

ago was to “promote the interests of public sector pensioners by providing a 

medium for collective action on any matters affecting their well-being”. These 

objectives have changed in wording over the years, but they still enshrine the key 

main purposes of: 

1. To unite public sector pensioners who are eligible for membership in the 

Association. 

2. To promote the interests of public sector pensioners by providing a medium for 

collective action. 

3. To advocate on behalf of public sector pensioners to Government regarding the 

interests of Members. 

4. To promote, organize or participate in activities that are in the best interests of 

Members. 
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With this mandate, the NLPSPA will not be silent on this recommendation to 

convert the pension plans from defined benefit plans to defined contribution 

plans and will unite its membership, their families, and affiliated associations with 

the same vested interest to oppose this recommendation from being actioned.  

 

MEMBERSHIP OUTREACH OF NLPSPA: 

From this visionary small collection of concerned retirees in 1989, the NLPSPA 

now claims a membership 10,000 retirees, the majority of whom (less 360 

pensioners, February 2021 living outside the province) live, interact, volunteer, 

participate in their communities, provide leadership to different associations and 

groups, provide family child and elder care, pay their taxes, and spend their 

pension dollars within the Province of Newfoundland and Labrador. The NLPSPA 

uses a formula of X3 to calculate its outreach = 30,000 provincial citizens. In 

addition, the NLPSPA is fully engaged with the NL Seniors Coalition and given the 

collective memberships of the affiliated associations (11 associations), the 

NLPSPA outreach influence within the province exceeds 200,000 persons.  These 

calculations do not include current workers contributing to the pension plans nor 

do they include the collective bargaining groups that represent all the 

government workers of the province. 

To stress our point of opposition to the recommendation in the PERT Report, the 

NLPSPA will inform this collective of persons of our position on this proposal and 

encourage their support for its rejection. 

HISTORY OF PUBLIC SECTOR PENSION PLAN: 

As referenced earlier, the Pension Plans haves not had an easy road. Before 1965, 

there was no formalized pension plan and if and when Government decided to 

award a pension it was paid from general revenue. In 1965 the PSP Plan came into 

effect and while it was expected that Government would match workers’ 

contributions, the workers’ contributions went into general revenue and 

Government spent as it saw fit. In 1980, Government honoured its commitment 

and established the Plan, as originally designed and began matching its workers’ 

contributions, without retroactive makeup of absent contributions. During the 
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1980’s and 1990’s, as the investment market was booming, the Plan began to 

grow and recover its losses. 

Prior to 1989, the Government would afford ad hoc increases for pensioners, 

usually tied to the determinations on salary given through the collective 

bargaining process for its workers. However, in 1989, Government took the 

decision that no further such increases would be given and this position has 

remained in place ever since, despite efforts at remedy. Compound this decision 

with the fact that the PSPP is not fully indexed to keep up with the cost of living, 

the impact on retirees’ take home dollars is disastrous. Given that a fixed pension 

income loses 30% of its purchasing power every 10 years, this impact is nothing 

short of poverty.  If insult that the Government has failed its workers for years, 

has used their retirement contributions in bad faith and has taken advantage of 

them by taking holidays on their agreed commitments is not enough, the 

recommendation to change the design of the Plan is nothing short of a 

condemnation to poverty. 

Do not be fooled by the commonly accepted misconception that government 

workers have gold plated pensions. A very select few might be, but the majority 

of workers and retirees are below the level of poverty as is articulated a little 

further on in this submission. 

DEFINED BENEFIT PLAN vs DEFINED CONTRIBUTION PLAN: 

All pensioners are aware of the differences between these two types of pension 

plans. There is no doubt that a defined contribution plan might be appealing to 

Government since the employer can “choose” to match or top up contributions, 

the employees get to choose how they wish to invest their funds, costs are lower 

as less active management is required, and employees will only receive whatever 

amount their investments are worth when they retire and only until such time as 

the investment lasts. On the other hand, a defined benefit plan offers security 

through matched contributions from the employer, the pension plan is 

administered by an arms length corporation from the employer, costs to the plan 

are calculated by an actuary, it builds in value each year, and the employee gains 

stability throughout their retirement until end of life.  

While the difference here might be a financial benefit for the Government, 

Government cannot be given the permission to usurp its legal, moral, ethical, 
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historical, and compassionate obligations to its workers and retirees who have 

given their hearts and souls to the people of this Province during their working 

years. In fact, where would this province be in the past year and a half if not for all 

its public servants. 

IMPACT OF RECOMMENDATION: 

The PERT Report is very eloquent in its position and recommendations on the 

state of poverty in our Province. It is true that all poverty, including seniors’ 

poverty, is a tragedy in this Province. By attacking the pension plans of 

Government and forcing the solution for the debt problem onto its workers and 

retirees is a disgrace. Government should not be considering any proposal that 

might further increase the poverty level during an older person’s vulnerable 

years.  

The statistics for the members of the Public Service Pension Plan are not 

something we can celebrate, with 68% being women, and the average annual 

lifetime pension in 2020 being $22,729.  Using a regular 40 hour work week X 52 

weeks per year, this equals $10.92 per hour, which currently is well below the 

minimum wage ($12.50) of the province. If this comparison is not sufficient, 

consider that the Government uses the Market Basket Measure (MBM) as its 

official poverty measure which places the MBM for a single person not in an 

economic family at $19, 876.00 (rural NL) and at $19, 011 (St. John’s), with the 

level for two persons in an economic family at $26,890 (St. John’s), there can be 

no argument that the average pension income is nothing to be tampered with.  It 

barely allows folks to make ends meet now.  To suggest that conversion to a 

defined contribution plan is a solution to our fiscal calamity is unconscionable and 

gives no thought to additional impact on the costs to the province should a 

person outlive the term of a defined contribution pension investment. 

INNACURACIES IN RECOMMENDATIONS: 

In any circumstance, things can change in an instant and nothing is further from 
so with the public service pension fund and the teacher’s pension plan. If the 
Premier’s Economic Recovery Team was diligent in its presentation, more up-to-
date financial information was available for inclusion that would have reflected a 
more positive situation.  
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The numbers used in the PERT Report were taken from the Public Accounts and 
reflected the value of the Fund at March 31, 2020. At that time, the COVID-19 
pandemic was raging. The equity and bond markets plummeted and losses were 
at historic levels. The markets, however, have since rebounded and are doing 
well.  

At December 31, 2012, the PSPP reported an unfunded liability of $3.2B. The 
funding ratio was at 54.9%. Since 2012, significant changes have been made to 
the management of the Plan, there is now joint trusteeship, and the total assets 
in PSPP at December 31, 2020 was $10.9B, with the total accrued benefit 
obligation at $10.8B. This leaves a surplus of $111 million on that date. In 
addition, the return on investments for the Plan in 2020 was 11.9% and the Plan’s 
assets increased by 7.8%. The figure for assets includes the balance of the 
Government’s promissory note of $2.4B. As with the Teachers Pension Plan, the 
GNL promissory note held by the PSPP is a legally enforceable debt of the 
province and has to be paid. Otherwise, GNL would be in default and such action 
would undermine the confidence in GNL in the bond markets, thus bringing about 
serious implications for its ongoing borrowing program. 

Similarly, the data used to describe the Teacher’s Pension Plan is inaccurate as the 
TPP, as of December 31, 2020 has a funded ratio of 1.149 with a surplus of 
$774M. 

As mentioned earlier, the majority of the pension funds that are paid out annually 
in the province for the two largest funds (PSPP and TPP) amount to a combined 
sum of $942,600,000.00, ($476,000,000.00, 2020 figures PSPP with an additional 
$148,000,000.00 paid out in refunds; $318,600,000.00 TPP 2020 figures) the 
majority of which is directly returned to the economy of the province.  

The remaining defined benefit pension plans of government (MHA’s, Provincial 
Judges, and Uniformed Services) do need reform and need to be brought into line 
with the PSPP and TPP which would reduce government’s pension liability, while 
at the same time ensuring stability and security for their recipients. In particular, 
the MHA Plan and the Provincial Court Judges Plan are the most lucrative to its 
members, yet they have the highest liability for the province. 

For government to rely on the data used in the PERT Report to inform this 
recommendation as current, accurate, and reliable would be unjustly and unfairly 
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laying the burden for the provincial debt situation upon the majority of its public 
service. 

RECOMMENDATION OF NLPSPA: 

Members of the Public Service Pension Plan have worked long years for their 
pension and have never defaulted on their commitments, despite the injustices 
done to their anticipated retirement plans by Government. It is the position of 
the Newfoundland and Labrador Public Sector Pensioners Association that this 
recommendation in the Report of the Premier’s Economic Recovery Team is ill 
advised, unjust, and unfair to its workers and retirees and strongly urges the 
Government to abandon any directions to action it. 

 

 

 


