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W R ITTEN SUB~IISSIO;\;S OF T ilE UNIVERS IT Y

PART I - 'rut NATURE OF T ilE ARBIT RATION AN D AWA RD REQ UEST ED

I. While not a trade union under the Labo ur Relat ions Act, the Faculty Association

neverthe less negotiates certa in terms and conditions of em ployment on behalf of all of the

University' s academic faculty and five of the University ' s Librarians. The University

currently employs 1311 faculty members, of which 9 16 arc mem bers of M UFA.

2. The Parties have agreed to certain issues during negotiations, including an increase to

the optional employee-paid group life insurance coverage from 5500,000 to SI,000,000 and

the establishment of a committee to study certain issues surrounding the provision of child

care at the University. However. the Parties have not come to an agreement on a number of

key issues. including compensation increases for 2011 ·2012. the amount to be paid by facu lty

members for pension contribution s. what. if any. amounts new faculty members should
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contribute towards their post-retirement benefit s, and the design of the pension plan for new

facult y members. The Universi ty's submissions during this Final Offer Selection process

focuses on the first three of these issues. The University submi ts that the one-year award

should be as follows:

(a) in addition to maintaining the annual current career progress/merit C'CP/M" )
awards that provide an average 2.43% meri t increase to each faculty member, the
Universi ty's offer increases each faculty member's base salary by S1,500 (or
approximately 1.2% of the average faculty salary) for the 20 11-2012 year. If awarded,
the CPIM payments will be paid on July 1, 20 11 , and the increase to the base salary
will be effective on the first full pay period in July, 20 11;

(b) because each MU FA member is current ly paying far less in pension
contributions than any other salaried empl oyee group that is in the same defined
benefit pension plan - both unionized and non-unionized - the University's position is
that the contribution rates be increased so that MUFA memb ers are paying the same
rates as other employee groups. These increased pension contributions are also
integral for the University to receive temporary solvency relief from the Provincial
Government under recent regulations. The University does not propose that MUFA
members pay any retroactive increases, but docs propose the following future
mcrcascs:

(i) effective July 10, 2011, 6.0% up to the Yearly Maximum Pensionable
Earnings ("YMP E") and 8.0% above the YM PE;

(ii) effective January 8, 2012, 6.5% up to the YMPE and 8.75% above the
YMPE ;

(c) because pos t-retirement benefits are extremely expensive, and the University
has an accumulated unfunded liability of approximately S174 millio n, the University
is proposing that each faculty member hired after January 7, 20 12, be required to
contribute towards their post-retirement benefits (the "Co-Pay System") upon their
retirement on the following terms:

Years ofCont inuing Service % of Yearly Cost Payable by % of Yearly Cost Payable by
Retirees University

30 or more 25 75

25-30 50 50

20-25 75 25

10-20 100 0
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3. The University and MUFA were unable to come to an agreement on these and other

issues through negotiat ions . Having come to an impasse on these issues , the Parties agreed,

pursuant to McMaster University policy entitled Th e Joint Administrat ion/Faculty

Association Committee 10 Consider University Financ ial Matters and to Discuss and

Negotiate Matters Related to Terms and Conditions of Employment of Faculty, to have these

three matters decided through final offer selection,l

PART II - OVERVI EW O FTII E UNIVE RS ITY'S POSITION

A. Sa la ries Impose a Significant Cost Burdell Upon the Univers ity and Must he
Conta ined

4. The University employs over 6,700 pennanent employees. For the 2010/20 11

operat ing fund expendi tures , compensation costs will repre sent approx imately 68% of the

operat ing fund expendi tures. Given the significant cost burden imposed by compensation, any

effort by the University to achieve cost containment cannot be achieved without restra ining

the pace at which salaries are increasing. To this end, other employee groups - whether

represented by a trade union or not - at the University have recent ly agreed to no across the

board increases to their base salary for the next two years.2 Even though the University is not

requesting a zero across the board increase in this proceeding, fairnes s and equity dictate that

MUFA Faculty and MUFA Librarians should not be placed in a substantially better position

than these other employee gro ups.

I University's Book of Documents, Tab J, page 3.
a Thc University is currently negotiating with the SEIU - Machinists, and the collective agrcc mcnrs for CA \V Security and
CUPE TAs and POFs have not yet expired .
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5. In 2009/ 10. 9 11 of the 6700 perm anent employees at the University were MUFA

Faculty. ~lUFA also includes 5 librarians who arc not represented by the ~k~l astcr

University Academic Librarians Association C'MUALA") .

6. The cumulative compounded annual salary increases for :-",IUFA Faculty from 2008 to

20 10 was approxi mately 18.5%. For the calenda r year 2009, MUFA Faculty acco unted for

approximat ely 29% of Mclvlastc rs total compensation . yet on ly comprised 10% of the

em ployee pop ulation. By contrast, sta ll' employees in the CAW Local 555 . Unit 1 bargaining

unit C'CA \V stair ) accou nt for 24% o f the employee population ami 3 1% of overall total

com pensation . This highlights that MUFA Facu lty, at approximately 40% the population of

CA \V staff, have a nea rly equ ivalent impact on total compensation, as shown in the followin g

charts:

MU FA Facu lty as Percen tage o f McMa ste r
Fu ll-t ime Em p lo ye e Pop ul a t io n

12009 C..~nd... 'I'r" . 1

M UFA Facu lt y as Pe rcen t ag e of
M cMa ster Full -t im e To ta l Compe nsa tion

1200'J C.. I.. n<b, '1'..... 1

7. In previous negotiations. thc Unive rsity and MUFA have agreed that the other G-6

(Queen' s University, thc Univers ity of Onawa. the University of Toronto. the University of

Waterloo, and the University of Western Ontario) universities are a reasonable faculty

comparison to use when assess ing terms and condi tions o f cmployment. Furthermore. beeausc
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the vast majo rity of faculty live ncar the university that employs them, and thu s incur most of

their costs in those cities, the on ly wa y to make a valid compa rison between G-6 universities

is if compensati on is nonn alizcd between the vario us cities in which the G-6 universities arc

loca ted.

8. When the salaries of MUFA Faculty and MUFA Librarians arc normalized to the co st

of living in Hamilton as dctcnnincd by a neutra l party (Conodian Ill/sil/ess ) from StatsCan

data and compared to the University's G-6 peers, the University' s fou l! Professors and

Assis tant Professors rank 2nd and Associate Professors rank J rd
, More specifically, among the

five G-6 unive rsities with medical and/or dental faculty, the University's Full Professors rank

1sl and Assistant and Assoc iate Pro fessors rank 21ld
•

9. If the University' s final offer is selected. MUFA Faculty and MUFA Librarians wi ll

continue to remain ncar the top of the compensation charts of the G-6 because , in part, of the

lower cost ofl iving in Hamilton, Ont ario .

B. The Pest-Retirement Promise

10. The University has a strong trad ition of pro viding a comprehen sive benefit package to

eligible employees once they retire from em ployment wi th the University. Historically, th is

security has been provided in two principle form s: a retirement income promi se and post­

retirement benefits (collectively, the " post-retireme nt promise") .

I I. The costs o f the post-retire ment promi se have been increasin g <It a gre ater rate than the

University' s revenues. Accrued de licits associated with these plans arc approachin g 5500

mill ion. Even with these escalating costs, however. the University has not sought, and doe s

not seck, to change the existing terms of the post-retirement prom ise for its current



- 6 -

employees. However, the University has sought, and will continue to seck, the cooperation of

its stakeholders in order to ensure that the post-retirement promise for new, and as yet to be

hired, employees is continued on Icnns that enable the University to both contain and pred ict

future costs.

12. Further, in order to address the expensive current service costs and deficit paymen ts

requi red for the dclincd benefit plans that exist at the University (the "Salaried Plan" and the

"Hourly Plan"), many o f the employee groups at the University who participate in either the

Sa laried Plan or the Hourly Plan have had their co ntributions increased . To maintain fairness

and internal equity, MUFA Faculty and MUFA Librarians also need to increase the amou nt

paid for the ir pension eont ri but ions:~ It is simply unfair for MUFA Faculty and MUFA

Librarians to pay less than other employee gro ups for pension contributions.

13. The University's proposal in this fina l offer selection, which is to increase the pension

contributions made by MUFA Faculty and :vIUFA Librarians into the Salaried Plan. will not

by itself solve the University's financial challenges. However, increasing the pension

con tributions made by faculty memb ers into the Salaried Plan would be one of many other

fair. reasonable. and responsible measures already taken by the University that will enable it

to contain its future costs.

14. MUFA members have a signifi cant impact on the Salaried Plan. Individual MUFA

members arc currently paying significantly less in pension contributions than other

individuals who participate in the Salaried Plan. An increase to each individual MUFA

members pension contributions will have a large impact 0 11 the Salaried Plan as a whol e.
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Based on the 2009 pension statement information, thc following charts hi ghlight the

significant impact that MUFA members have on the Sa laried Plan. MUFA members '

contributions account for nearly 42% of all plan members' contributions while they on ly

comprise 24% o f the employees in the Salaried Plan:

Em p loyee Curr ent Annual Cont ributions
in 'Salar ie d ' Pe nsio n Plan

{2009 Planvear]

AIi Othef
GrOllp~

(U1cludlI1R
Afflllales)

19%

Em ployee Distrib uti on in 'Salaried '
Pension Plan
(2009 PJanYear j

All Other

Groups
l,nd ud,ng
AIf,I,.Il('sl

1' %

15. The Provincial Go ver nment has recently imp lem ented a program whereb y defined

benefit pension plans in Ontario , includ ing the University 's Salaried Plan. may be el igib le to

, \l!:mhcTS of \ 1UI-' A participate in the Salaried Plan.
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obtain Temporary Solvency Funding Relief from the Government on the first scheduled

valuation date after September 30,2008.-1 Th is rclicfpromiscs substantial fi nancial bcnclit s in

the Conn of a deferral of an estima ted $40 million or more in payments over the fi rst four

years of the relie f. and the extensio n of the period from five yea rs to ten years to make these

payments. Without this solvency relief. the University will be required to curtail expenditures

elsewhere in order to maintain a responsible financial position . These expenditure red uctions

would necessitate substantial workfo rce reduct ions in addition to those already undertaken

over the last two years and would affect the Unive rsity' s core mission materially.

16. Further, the University currently pays the entire cost of post-retirement ben efits on a

cash basis. whi ch is extremely expensive. As set out in the Report on Non-Pension Post

Retirement Benefit Cost and Disclosure for the Fiscal Year End ing April 30. 2010 under

C ICA section 346 1 (the " Post Retirement Benefit Costing") . the University' s non-pension

accrued benefi t obligation as o f April 30, 2010. is S173.744 .000.5

17, Similar to its o ther efforts to contain and predict cos ts. as will be described in detail

below. the University has worked with its stakeholders in order to address the costs of post-

retireme nt benefi ts.

C. Change 10 Conta in and Predi ct CosIs Is Need ed

i. Salary Cost Contnlnmcnt

IS, Given that the University employs ove r 6.700 permanent employees. it cannot contain

its costs wi thout restraining sa lary increases across all o f its empl oyee groups. As a resu lt. the

~ Univcrsuy's Book ofDocumcm s, Tah 2.
! L;niH..r~i IY' s Bouk of Documenrs. Tah 3.
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University has success fully negot iated, and will co ntinue to negotiate, agreements with its

emplo yee grouJls that cu rtail the rate of increases in salary. However, given that 916 of the

University's permanent emp loyees arc MUFA Faculty or MUFA Librarians, salary cost

containment cannot be achi eved without also curtailing the rate of salary increases for this

employee grou p.

ii. Cost Containment of the Post-Reti rement Promise

19. The major probl em of both clem ents of the post-reti rement promise is that the rate of

growth for these costs exceeds the rate of growth of the University 's rcvcnucs.6 In add ition ,

the University cannot reli ably predict the costs of the post- ret irement promise or make

pro vision for its cost o f labour with any accuracy. T he only ce rtainty is that costs will

continue to remain unpred ictable and that sizeable investment gains under the pension plan

and funding rel ief must occur for the costs to remain stab le. Givon the indexat ion pro visions

of the defi ned benefit pension plan, the defi cit in this plan will remain threate ning ly high to

increase unless ac tion is taken 0 11 contributions."

20. In furtherance of the University's obj ective to achieve cost containme nt and

pred ictability in the Salaried Plan, the University has also nego tiated and/or implem ent ed

changes with some ofits stakeholde rs. such that:

(a) employees in the CA \V sta ff bargaining un it pay higher employee contribution
rate s than in the past towards the Salaried Plan;

6 Univ,,:n;ity"s (jullk Ill' Documents . Tab 4,
7 The current spcciu! payments for the deficit in the Hourly Plan was $777,000 between July I. 20D7. IIIJune 30. 2007. Under
normal solvency funding roles, this would increase to $2.2 million per year as Ill" July I. 201U. TIle University is currently
seek ing tempora ry solvency rel ie f from the Provincial Government. The current special payments for the deficit in the
Salaried I' I;m is $S,425.000 per year.
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(h) in accordance with an interest arbitration award of the Honourable George
Adams, effec tive May I, 20 10, emp loyees hired into the CAW staff' bargaining
unit participate in a revised defined benefi t pension plan, with substantially
reduced benefits:"

(e) employees in The Management Grou p ("T MG") who participate In the
Salaried Plan pay higher contribution rates than in the past;

(0) employees in the CA \V staff bargaining unit arc paying a premium on
contribution rates for a superior unredu ced early retirement formula:

(e) effective 2006 and 200 7, new employe es hired by the University and who
participate in the Salaried Plan arc no longer eligib le to immediately vest, hut
arc instead subject to a two year ves ting per iod;')

(f) effec tive June 16. 2009, all newly hired employees in TMG participate in the
University's Group RRSP; and

(g) effective June 16, 2009 , all newly hired employees of the University who are
Senior Academic/Administra tive Officers C'SA AO") participate in the
University's Group RRSP;

(h) effect ive Ju ly, 2010, all librarians who arc represented by MUALA will pay
higher pension contributions. The increased contribut ions had retroactive
application since the co llective agrecmen t between the University and
MUALA was only conc luded in Febru ary, 20 11. Further. new employees will
part icipate in the University's Group RRSP.

21. In order to obtai n Temporary So lvency Funding Relief for both the Hourly Plan and

the Salaried Plan, the Unive rsity must implement a susta inabili ty plan showing that the

Salaried Plan is sustainable in the long term. Sustainability is det ermi ned by reference to

savings targets that are designed to move towards more equal sharing o r current service costs

as between employer and employee. Increased employee contributio ns arc expec ted to be the

most significant contributor to this rebalancing. In order to meet thi s threshold for the Salaried

Plan. the University requires that the pension contributions of all emp loyee groups. including

~ Uni\'ersit)··s Book Ill' Documents. Tab 5.
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MU FA. be 6.5% for the am ount up to the YMPE and 8.75% for the amount in excess of the

YM PE.

22. In addition to the Salaried Plan, the University also has the I iourly Plan. Employees

who arc represented by the SE IU. lUGE, and CA \V parking and sec urity !" participate in the

Hourl y Plan. The Hou rly Plan has been clo sed to all new hires. New employees participate in

the University' s Group RRSP plan. The University has negoti ated with these stakeholde rs

increases in the pension contributions mad e by the employees. Since the valuation date of the

Hourly Plan was Ju ly I, 20 10. the University is currently seeking solvency relie f for the

Hourl y Plan as well.

iii. New Eligihility Requi rements (01" New Em ployees to Receive Post-Retirement
Benefits

23. With respect to the post-retirement bene fits portion of the overall post-retirem ent

promi se, the CA \V and all other bargaining agent s representing empl oyees at the University

have agreed that new employees mu st have at least 10 years of cumulative service as of the

date of retirement in ord er to be eligible for post- ret irement bene fits. Furthermore. the

follow ing bargain ing agen ts have agreed that employees in their respective bargaining unit s

shall be subject to different qualify ing criteria, and wi ll be responsibl e for contribut ing to the

cos t of the ir post-reti rement benefit s:

(a) CA W staff and parking and transit services employees:

(b) SE IU operation and main tenance em ployees;

~ For members ofthe University'< Faculty and fOT T\IO members, rhc effective dale was July I , 200(}: for Librar ians and for
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(e) SEIU hospitality sta rr: and

(d) IUD E opera ting engineers.

24. New employees who arc hi red by the University into MUFA Faculty or MUFA

Librarian positions arc immedia tely granted more favourable terms in relation to post-

retirement benefits than mem bers of TMG and SAAO. TM G employees hired on Of after June

16,2006, and SAAO employees hired by the University on or after Jun e 16, 2009, arc not

eligible for any post-retirement benefit s regard less of their length or service with the

University.

The se changes 10 the eligibility criteria for post-retirement benefits have assisted the

University to contain and predict costs and must also be applied 10 MU FA Faculty and

MUFA Librarians. They will se rve ultimately In red uce the University' s unfunded liability

that will cause significant long-term damage to the University's core mission if left

unaddressed.

PART 111 - '1'11 1' FACTS

A. Bac kg ro und to 2008·20 II Ro und of Negotiat iolls

26. During negotiations with MUFA fix the period July 1, 2008 to June 3D, 2011, the

University agreed to provide MUFA Faculty and MUFA Librari ans with an increase to the

salary floor of 3.5% in each of the three years of the agreement; a salary increase above and

beyo nd the increase to the salary floor of 3% in Year 1 and 2 and 3.25% in Year 3; and a flat

Ci\ W stan: the effectiv e date was June 16. 200{}; for any other member oflhe Salaried Plan , the effective date was July I,
2(}07.
10 University's Book of Documents. Tab o.
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do llar salary increase o f between 5275 to 5750 dependi ng upon the rank of the Faculty

mem ber or Librarian for each year of the three years of the agreement. With these across the

board increases, as well as CP/M, MUFA Faculty and MUFA Librari ans were provided with a

cumulative compound salary increase of 18.5% over the term of this agreement.

27. MUFA Faculty and MUFA Librarians did not have the ir pen sion contribution rates

increased during the last round o f negotiations. In filet, the Parties explicitly agreed that any

change to the pension provision during the period July 1, 2008, to June 30. 2011, would be

cost neutral. This meant that throughout the entire life of the current agreement, the pension

contributions made by MUFA Faculty and MUFA Libraria ns were at the rates o f 5% for the

amount up to the Y,'vIPE and 6.5% for the amount above the YMPE. Duri ng this same period,

other employee groups were paying higher pensio n contribut ions for the same defined benefit

pension plan .

28. During the life of the current agreement between the Parties, the Univers ity

approached ~\'l U FA with the possibi lity or renegotiating the pension plan contri butions that

were being made by MUFA Faculty and MUFA Librarians to put them in line with the

pension plan contribut ions of the other employee groups participating in the Salaried Plan .

MU FA refused to renego tiate the pension plan contributions that were made by MUFA

Faculty and MUFA Librarians at that point.

B. Backgrou nd to This Round of Negotiat ions

29. The Parties have agreed to certain issues Ihat have heen raised during negotiat ions,

including an increase to the opt iona l employee-paid gro up life insurance coverage from

5500,000 to 5 I,000,000 and the establishmen t of a co mm ittee to study certain Issues
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surrounding the provision o f child care at the University. However, the Parties have not

agreed on three!' key issues - compensation increases, pension contributions, and the Co-Pay

System.

i. Re mun erat ion

30. During negot iations, the University communicated that, given its financial posi tion

and the Provincial Governmen t' s desire to freeze compensa tion plans at their curren t levels

for a two year period, it was seeking an agreement whereby across-the-boa rd, flat dollar and

other increases would remain the same until the third year o f the agreement. Under th is initial

proposal put forward by the University. the MUFA Faculty Clt/M and ~vl UFA Librarian merit

sys tems would continue without modilication 10 their current terms, thus resulting in an

average salary increase for MUFA Faculty and MUFA Librari ans o f 2.43% per year. In

addition to these merit mcrcascs, the University initially proposed total compensation

increases as follows:

Yea r Period Increase

1 J uly 1, 2.011 - July 9, 2012. 0 %

2 July 10, 201 2. Ju ly 9. 2.0 13 0 %

3 July 10, 2.0 13 - July 9, 20 14 2.0%

4 July 10. 20 14 July 9, 2015 2.0 %

5 July 10, 2.0 15 - June 30, 20 16 2.5%

II A founh issue, namely. the struc ture or the post-rcrircmcur pension promise for new faculty membe rs. is of paramount
importance to the University. hut is not part (If this final ollcr selection process .
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3 1. As negotiations progressed, both the University and MUFA made a number of

counter-proposals regarding salaries that included the University offering two S1000 lump

sum payments du ring certa in years of the ag reement, in addition to the MUFA Facult y CP/M

and MUFA Librarian merit increases o f 2.43%. Unfortunately, the Part ies were unable to

reach an agreement on salaries thro ugh co llec tive bargaining.

32. The University' s most recent settlement offer of March 9, 20 11, provided for the

following:

Year PERIOD ATS·
SASE

CP/M

INCREASE

1
July 1, 2011 June 0%

0 2.43%"*
30, 2012

2
July 1, 2012 June

0%
$1000

2.43%"*
30, 2013

3
July 1, 2013 June 3.00% 0 2.43%"*
30, 2014

4
July 1, 2014 - June

3.00%
$1000

2.43%"*
30, 2015

5
July 1, 2015 - Jun e

3.25%
0 2.43%"*

30,2016

33 . Although the University is amenable to pro viding MUFA Faculty and MUFA

Librarians with an increase 10 their base salary through this process (instead of a lump sum

payment), the University's offer is that the amount be restricte d to an increase in base salary
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of' S1,500,12 in add ition to the MUFA Facul ty CPIM and MUFA Librarian merit increase o f an

average of2.43%.

34. If this offer is accepted, and even with an increase in pension contributions , it is

expected tha t all MUFA Faculty and MUFA Librarians who part icipate in the CP/M process

by submitting an annual report will experience a net increase in compensation. This is

predicated on computations in which the University has assumed that the CPIM ratings for

each faculty member this year arc identical to those given in the previous year. The

compu tation excludes five MUFA mem bers who chose no t to provide an annual report last

year.

ii. Pension Contr ibutions

35 . During negotiations, the University proposed that new hires would partic ipate in the

Group RRSP Proposal or a revised de fined benefi t pension plan instead of the Salar ied Plan .

MUFA rejected the University' s propo sal. Thc University has chose n not (0 seck a change to

the pension plan arrangement for new facult y members ill this process; however, in doing so,

the other cost-containment changes sought by the University becom e critically more

important.

36. In any event, in order to bring pension contributions that faculty mem bers make

towards their pensIOn plan in line wit h other employee groups, the University initially

requested that the pension contributions made by MUFA Faculty and MUFA Librari ans be

increased, as of July 10, 2011, to 6% for the amount lip to the YM PE and to 8% for the

amount over the YMPE and, as o f January 8, 20 12, to 6.5 % for the amo unt up to the YM PE

I: Th is represents an increase uf 1.2% of the average facult y salary .
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and 8.75% for the amount over the YM PE. Subsequently, the University requested that the

pension contributions made by MUFA Faculty and MUFA Libra rians be increased, as of Ju ly

1, 201 I, to 5.75% for the amount up to the Ylvl l'E and 7.65% for the amount over the YM PE.

In this same offer, it also requested that the pension contributions be further increased as of

Ju ly 1,201 2, to 6.5% for the amount up to the YMPE and 8.75% for the amo unt over the

YMPE.

37. This proposed increase in pension con tribution s is fair and equitable. There is no

compelling reason why a MUFA member, who has a best average earnmgs of S100.000.

should be paying ap proximately 25% less in pension contributions than a TMG member for

the identical pension bcncfi t.13 Th c cha rt below illustrates th is un fairness:

Pe nsion Bc ncfit vers us Employee Co nrr thurion Cost Exa mples - :\IUFA co mpa red to Ti\1 (;
Camnbunon Hah' i II! ofJanua,,. H 2fJ/ 2

( p ~ pi" rag ) M ed b y "so all .. S"rvrce

PI Es~ma l'e "Ml flS me 20 10 Yea r's M:mmum P..nsionable E8mln~s ('Y/,FE") as ttle A"erage Y/,FE fo, th" ab o ..... e.amples (20 10 Y/,FE ,s S47, 200)

" For s>mpiir:ry. as,umes rIlatcutrenlpMs>on;>ble s;>laryis S IIO,OOO

1'/ Esbm ;> re ,,~/ 'l es me 2010 Years M,uomum Pans>on;> OI" Eam,n~$ ("YW E') !:lr me a IlO"" a. ample (20 10 YWE os S4 7,200)

,
l' c u\ i UI1 IJcl1cfi t III Retirc ment E m pili )'CC Pe rL\i II II Cun t ri hut iII 11,\ n i lTc Hllu '

(A\ «r.Ia nuarv H, 2U12) M I IFA ,\ l cm hc r

:'lI t mhe r IIt \t .\\ U';I!:C I'CIJ<; in ll I'CI'\\ in l1 I':' l;rnnl cu Annua l L'urre r n ( ~u lIl ributlon Cun lrihu linn 0 To la l Ann ua l is 11lI) inl: nn
~:Um illll.\ Se ,..in FomlUla l l l l'e m km III 1'1'n\ ionahk- on Snhll)' lip S lila l) llhlll't Empl' )) ee ItJt nl i r llJ
tMII.\E" ) l{eti n ' nttn ll11 SlI l:lI) ,IJI In "II,..~ ~I " II'J-:l ~ 1 Co nt ri lmlill"" I' c lls i un Il r ndit

'I'.\ IG .\I emhe r S IOO.OOO 30 years 1..1% & $5 1.."11-1 S I Incco 6S JO U 5% SH,5(,)
Ih i , . 11 l .. r"I"<' ,Jon. (·IX month 2.(J'Y.,
I f" I IK)') ) average)

.\ I I' FA \I e mher StOO.OOO 3U ~ca rs 1..1%& $51.."0-1 srro.ooo 5.1l'l" (,.5% $(.,-1-11 -24.8 '%
H8 rrorah 2.0%
a,cr:l~)

"/ Formula;$ "ofBAE u to the AvefB e YW E "' ofBA E above the Ave " Y/,FE mul
"

P n , n ,

38. MUFA rejected thc University's proposal and has countered throughout collective

bargaining with a lower increase in pension contributions. However. due to the University's

desire to have internal equity amongst its employee groups, as well as its need to secure
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temporary solvency rel ief from the Province of Ontario, it is req uested that the increase in

pension contributions be implemented as proposed by the Uni versity.

iii . Post-Retirement Benefits

39. During negotiations, the University communicated to MUF A that it could not con tinue

to ignore the costs of post-ret irement bene fi ts and that it was essential for the Parties to agree

upon a mod el for the provision of th is benefit tha t was affo rdab le and sustainable. As of April

30, 201O, the Universi ty' s non-pension accrued benefit is S173,744 ,000 and the annual

accrua l cost, which must be funded thro ugh operating and research budge ts, was 522.300,000.

For this reaso n, during negotiat ions the University proposed that all employees hired after

June 30, 20 11, be required to participate in a Co-Pay System whereby retirees would pay a

cert ain percentage of the yearly cost of post-ret iremen t benefi ts based upon their years of

service at the University . No present employees in the MUF A Facul ty or MUFA Librarians

would be required to part icipate in the Co-Pay System: it wo uld only apply to new hires.

40 . MUFA rejected this proposal. However, due to the University's need (0 have fairness

and internal equity amongst its emp loyee groups, as well as its need to co ntain its future costs,

it is requested that MUFA Faculty and Mli FA Librarians hired alier Jan uary 7. 20 12. be

requ ired to participate in the Co-Pay System as proposed by the University.

41. The University and MUFA have been unable to conclu de an agreement due to, among

other reasons, the outstanding issues regarding sa laries , pension contributions, and post­

retirement bene fits. As a result , the parties have agreed to conclude an agreem ent on all o ther

matters, and to take their dispute over these three issues to arb itration.

l] This example assumes that both the MUFA Faculty member and the TM G member have the same pensionable service.
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C. The Univers ity Faces Ser -ious Flna nclnl C hal lenges and i\lust Abide by th e Spir it
of Compensa t ion Rest raint Leglslnt lan

42. In his memorandu m attaching the University" s 200912010 Consolidated Budget, the

President of the Unive rsity at that time, Dr. Peter George, adv ised the University comm unity,

among other things, that:14

(a) the impact of the current economic cl ima te has significantly reduced the
Universi ty' s investments held for pen sions and endowments;

(b) the University 's ex penses arc con tinuing to rise at a rate grea ter than revenue;

(c) barrin g provincial government intervention, the Universi ty will he facing
significant pen sio n de ficit payments for a minimu m of the next 10 years;

{d) the uncertainty around investment returns presents a significant exposure and
risk to thc University;

(e) the rising cos t of post-retirement benefits wi ll grow to doub le-di git millions of
dollars;

( I) the challenges amount to a minimum of S50 mi llion in new annual costs that
the University will have to fund in the next few years.

43. Th e Executive Sum mary to the Consolidated Budget for 2009120 10 also stares, amo ng

other things , as follows:IS

The operating envi ronment continues to tighten with pressures on both reve nue
and expense. 111e greatest pressure is compensa tion with unfunded post­
retirement benefits and special pension deficit payments. Th e weaker
operatin g position res ults in narrowing o f thc debt service coverage ratio, a
guideline estab lished to mo nitor the level of debt that the Unive rsity is taking
on to provide new facilities to support growth and demand fo r space.
Decl ining inte rnal endowmen t and operating fund appro priation balances will
continue to 200911 0, falling to 593.3 million and 524.3 million, respectiv ely.

14 Unive rsity's Buuk of Documents. Tab 7.
Il University Book of Docum ents. Tah S IEmphasis Added].
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44. The University' s 2010/2011 Conso lidated Budget projects a similar financial situation

10 that which existed in 2009/20 IO. 16

45. In addition , on May 18, 20 10, the Governm ent ofOntario enacted the Public Sector

Compensation Restraint to Protect Public Services Act.17 This legislation prohibits

compensation increases for employees in the broader public sector who do not bargain

collectively. This proh ibit ion appl ies for a two year period running from March 24 2010, to

March 31, 20 12, or, in other words, for the entire l i fe of the agreement at issue in the present

case. The prohibition explic itly applies \0 ever y unive rsity in Ontario, including McMaster

University.

46. Even though the Public Sector Restraint 10 Protect Public Services Acl docs not apply

to employees that bargain collectively with respect to the collective agreement that was in

place at the point that thc legislation becam e effective on March 24, 2010, the Policy

suucmcm" published by the Government of Ontario regard ing this legislation clea rly states

that when these agreements expire and ncw contracts arc negoti ated , thcy should not includ e

any net increase in compensation. To this end. this Policy Statement indicates that

universities, such as McMaster University, will not receive any funding increases to accoun t

for all contracts negotia ted since March 0 1' 20 10 that includ e compensation increases.

I) . Cost Conta inment and Predic tability Is Ncccssury

47. While the University has varied sources o f funding. its operating costs and other

expense obli gations - most notabl y the costs of prov iding the post-retirement promise - arc

16 University's Book ofDocumcms, Tall 4.
11 University's Book ofIj ocumcms, Tah 9.
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growing at a greater rate than the University' s funding sources. Sizeable investment gains

under the pension plan, solvency funding relief, and increased contribution levels must occur

for the costs to remain stable.

48. As previously noted , in order to obtain Temporary Solvency Funding Relief, the

University must implement a sustainability plan show ing that the Salaried Plan is sustainable

in the long term. Sustainability is determined by refe rence to savings targets that arc designed

to move towards more equal sharing of current se rvice costs as between employer and

employee. Increased employee contributions arc expected to be the most significant

contributor to this rebalancing. In order to achi eve this , the University requ ires that the

pension contributions of all employee groups be 6.5% for the amount up to the YMP E and

8.75% for the amount over the YMPE.

E. The Un iversity's Sources of Funding Are Limited in Number and Growth
Potentia l

49 . The University' s total revenues in 2009/2010 were 5828,373,000 million. However,

the University has limited sources of funding, and these sources of fundi ng provide either

fixed income or very limited potential for increases. They includ e funding from the Province

of Ontario, research fund ing from the Federal Government, funding from tuition fees,

donations, endowment investment returns, and other fundraising elTorts. Some of the

University's sources of funding, such as many donation s and end owment investment return s,

are directed to specific pU'TJ0ses, and cannot be used by the University for compensation and

IS University's Book of DO CUIllC!ll S, Tab 10.
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bene fit costs. The chart and discussion below specify and out line the University' s sources of

C di tvrun mg:

2009/2010
Total Revenue

$828,37 3 million

(,lI l1 ..d ( dpildl. S"6

DOl ld ti on ~ and
I nv l."~tl1l "llh . ll"6

Othet , l ~"6

Tuit ion ,11 %

i. Opera ting Funding

50. Operating funds arc generally comprised of operat ing grants provided by the Province

of Ontario, as well as revenue from tuition Ices.

51. Opera ting funds are used for the day-to-day operations of the Univers ity, including

paying the majori ty of the costs of the post retirement promise.

51. Operating grants received from the Province arc based on a funding formula that takes

into cons ideration the number of students that enrol at the University over a period of time, up

to a cap that is approved by the Province, and to the exte nt that the Province has set aside

sufficient funding to meet provincial enrolment growth.

19 University's (look of Documents . Tab 4.
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53. In fiscal year 2007/200S, operating gran ts received by the Unive rsity from the

Province totalle d S199.9 million. In fiscal year 200S/l009 and 2009/201O, the Province

granted the University S208. 7 million and 5222.9 million. respec tively, in operating grams ."

In its Consolidated Budget for 2010/11 , the University has budgeted for 52 14 .5 mill ion in

operating grants for fiscal year 20 10/2011.

i i. ClIpita l Funding

54. The Provi nce is the primary source of funding o f capital projects for acad emic and

academic-support purposes.

55. The Province prov ides funding for minor capital-related infra structure proje cts

through the Facilities Renewal Programme. The Facilities Renewal Programme is a grant for

minor capital projects that is provided annually by the Province. Although it is insuffi cient ,

this funding is intended to assist the University deal with its ongoing need for maintenance.

repair, renovation, and modcmizution o f ex isting faci litie s. Th is is restricted funding , which

the University is prohibi ted from using for other purpo ses, such as compensation. pension,

and benefit costs.

iii. Research Fun ding

56. Historically. the majority of government funding for university research has bee n

prov ided by the federal research granting councils, such as the Natural Sciences and

Enginccring Research Council. the Social Sciences and Humanities Research Council, and the

Canadian Institutes of Health Research. In 1997, the federal government established the

:0 University's Hook of Documents. Tab -I.



Canada Foundation for Innovation to invest in research infrastructure projects. The Province

also provides funding for direct research through grants and contracts from its various

Ministrie s. Research funding must be used 1<)1' di rect research. The Unive rsity cannot use this

funding for other purposes, includin g for compensat ion. pension, and benefi t costs tha t arc not

directly related to the speci fic research proj ect.

Iv. Non-Grant Funding

I. T uition Fees

57. Since 1996. domestic tuition fees have been divided into two categor ies: regu lated and

deregulated . Tuition fees arc deregulated for some pro fession al progra mmes. such as

medicine and engineering, ami all graduate program mes. In March of 2006, the Province

announced a tuition fcc setting policy, which covered the periods of 2006/2007 to 2009120 IO.

This Policy allows the University to increa se tuition fees for regulated program s by 4.5%), and

deregulated programs by 8%. subject to an overall maxim um cap o f 5% per year. It has been

extended for two years through 20 11120 12. The Universi ty has increased fees by the

maximum allowable increase for each yea r of the progrum.v'

58. Tuition fcc income for 2007/2008 was 5132.7 million, was 5 14 1.3 million for

200S/2009, and was 5 154.7 million for 2009/2010. Total tuition fcc income is projected to be

S157.6 million for 2010/20 11 , based on projected student enro lment and the maximum

allowable increase in tuition fces.22

11University" s Book (,I' Documents, Tabs 4 and S.
n Un i \ c~ i IY ' s Book of Doc uments. Tuhs 4 and X.



- 25 -

59. While universities in Ontario have the full legal authority to set the ir own tuition fees,

the Province will penalize a university by reducing its operating grants if such a university

charges tuitio n fees above the specified levels.

2. Don ations and Fundru ising

60 . An integral and esse ntial part of the University' s financial planning is its funJ raising

and donat ion activities. These activities nrc administered through University Advancement,

and arc overseen hy the Vice-President (University Advancement ).

61. Although the University has managed to enhance its fundrai sing base and average size

o f donations. almost all of the donations that the University receives have restricted terms of

usc. When such targeted donations or gifts arc recei ved, the University has no discretion over

how these funds can be used. In other words, the University cannot unilaterally direct these

donations or gifts to ass ist it with its general operat ing expenses, such as compensation,

benefit s, and pension costs.

62. The University was engaged in an aggressive lundraising campaign, which started in

2006 and ended in 20 10. For example. in 2009 , the University raised S42.9 million. Of that

S42.9 million, however, only S2.2 million was undcsignatcd by a donor, and there fore

available to the University to assist with general operating expenses.

3. In vestment Income

63. Some of the University's investment income is generated from restricted donations

received by the University, which arc established as specifi c purpose trusts. The Unive rsity
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has no discretion over the usc o r these trust funds, or the income thereon, which call only be

used for the purpose specifi ed by the donor.

64. Most o f the trust funds contain terms that prohibit the original capital from being

spent. and limiting the investment ineome earned from the original capital exclusively for the

purposes specified by the donor. Therefore, most of these funds are not available to assist with

the University's operating expenses.

65. Where the use of investment returns is not restricted, the investment income generated

is used under the pol icies set hy the University's Board of Governors.

66. The amoun t of annual income budgeted for expenditure on designa ted uses, on hoth

restricted and internally restricted endowme nts, is set at a maximum or 4% of the three-year

average market value of endowment capital. This policy is designed to preserve the real value

o f the endowment capital. In 2007i200S, approximately 5 13.1 million of expenses were

funded through external endowment income. In 200S/20 (N, approximately S12.2 million of

expenses were funded throu gh external endowment income.::! 3 In 2009/2010, approximately

$6.6 million of expenses were funded through external endowment income.24 A significant

proportion o r these funds were directed toward s student scholarships, student bursaries, and

faculty compensation.

67. The University also has a General Endowment fo und that includ es accounts that have

been endowed by the Board o f Governors. A Board policy requires that all unrestricted

donations, bequests, and other funds be added to the Genera l Endowment Fund.

~l Univcrcirv's Book ofDocumcms, Tah x.
:~ Uni\l: rsit;"s Book of Documents, Tah 4.
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68. The investment income generated from the General Endowment Fund is used as a

supplementary source of Ope rating Funds. Generally, usc of the capital in the General

Endo wment Fund is restricted to special one-time needs, which must be approved by the

Board ofGovernors through the annual budget.

F. The Univers ity's C osts und Expe nses a rc G rowing Faster than its Revenue

69. The challenges facing the University compound each year, as the demands placed on

the delivery of core, mission -based research and academic activities increase. The

Univcrsity"s expenses continue 10 rise at a greater rate than the rate of in flat ion, and at a

greater rate than the rate of its revenue . Its revenu es fall well short of need. Base bud get

funding from the Province is not indexed to infla tion . thus reducing the year over year

purchasing power of these grant s.

70. The University also continues to face a number of financial cha llenges that arc not

currently accounted for, includi ng:

(a) significant deferred maintenance costs of buildings;

(h) potential future de bt-servicing payments resulting from the need for capital
financing of ncvv or renova ted space;

(c) increa sing class size and increasing student-to- faculty ratios;

(d) increased cos ts o f library resources;

(c) increasing demand for student services;

(t) rising research costs in the wake of declining research fundi ng from gra nting
agencies; and

(g) costs of awards and financial aid for students.
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G. Compensatio n Costs nrc Risin g and Rep resent 11 Sign iflcunt Percentage of th e
University' s O pe r a ti ng Funds

I. C om pensa tion C osts Aloe Rising in Terms of Doll a r s lind as a Per cen tage of
Revenues

71. The University employs over 6,700 permanent employees, with approximately 67% of

these employees being involved i ll direct academic and research activities. and 33% in

administrative support.

72. For the 20 10/20 11 operat ing fund expenditures, compensation costs will represent

approximately 68% of the University's ope rating fund expenditures."

II Scholarships , bursaries and ~rt< stud y

II

II

- II

~- l

a C..,plal projc<:IS

• Su rr1 ias and Olhl , expend,lures

,-----
• Sataoes. wages and benefits

Ope rating Fund Ex pend itures
2010f11 Bud get

73. The Annual Financial Report for 2009/20 ln shows a total compensation expense of

S507.7 million. This amount represented 62.2% of total expenses. The total number of

faculty members and permanent staff increased by 1.2% during 2009120 10, but total salaries

and wage expe nses increased by 4.5%. Compensa tion expenses during 2008/2009 represented
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60.7% of the University' s total expenses. The increase from 60.7% to 62.2% is mainly the

result o f a 12% year over year increase in employee benefit costs. driven mainly by pension

costs. 26

74. The University's total compensation costs have increased by over 148% since 2000,

whereas its revenues have increased by just over 11 6% during that same period.27

75. As a percentage of revenues, the University' s audited cost for the proVIsion of

employee benefi ts has increased by over 475l}'o from 2R XI in 2000 to 15% in 2009. During

that same time period. the University' s audited cos t o r benefits, as a percentage of salaries.

has risen from 5% in 2000 to 30% in 2009.21i

From Audited Financial statements
200lI 2001 2002 200J 2004 2005 2006 2001 2008 2009 2OtO

salaries &Wages 202,452 213.669 234.855 259,202 281 .616 3CO.976 310.585 334.n6 357.644 370.227 381 .926
Employee Benefits 9,993 21 .092 23.006 22,851 38.367 67.552 92,037 101.671 110.638 11 2,264 \25.761
Tota l Con'cerseton 212.445 234.761 257,861 282,053 319,983 358,528 402,622 436,447 468,282 482,491 507,687

TOTAL REVENUES 382.646 426,878 454,929 516.318 606,233 637.186 585,372 730.£066 731 .989 731,819 828.373

aenere asa %of salanes " 10% 10% " 14% 22% 30% 30% 31% 30" 33%

Compensation asa %of Revenue 555% 55.0% 567% 54 6% 528% 578% ~8 7'10 597% 640% 659% 613%

GoingConcern(Gel lia billtfes 761.068 970.516 1.1 87.728
aetc ofGCuabcaes to Revenues '" 1.42 \62

II University's Book of Documents. Tah 4 .

.'6 University' s Book (If Docume nts. Tah 4.
l1 Univc rsuv ' s Book of Documents . TubX.
:~ Unin :rs it)·· s Book o f Doc uments. Tab X.
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ii. T he Cost of Sala r ies Arc a Signific:1II1 Portion of O verall Compensation Costs

76. The University emp loys over 6,700 permanent empl oyees, of which 91 1 arc ~'I UFA

faculty membe rs and 5 arc MUFA Librarians.

77. ~lUFA Faculty have done very c-ell when compared to other employee s at the

University. The cumulative com pounded increase for MUFA Facult y is approximately IS.5%.

versus 11.5% for CA\V Unit 1 (stan) and 9.5 % for TMG. These graphs highlight that ivlU FA

increases have far exceeded the rate of infl at ion, and grea tly outpaced the increases of other

comparator groups at Mclvlastc r:
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78. Moreover, MUFA Fac ulty have done very well wh en compared to the G·6

universities. Since the vas t majority of faculty liv e ncar the univers ity that em ploys them, and

thus incu r most of their costs in tho se cit ies. the on ly cred ible measure to compare between G-

6 un iversities is if compensa tion is norm alized between the various citi es in wh ich the G-6

universit ies arc located. Cost of living index data was obtain ed through the Canadian

Business Magazine 's "The Res! Places to do Business i ll Canada " 2()()lf 'J and 2006.l1J. For

comparison purposes. Hami lton was calibrated to a value of 100. The cost o fli ving index for

the University and its G-6 peers (Queen ' s Univers ity, the Un ive rsity of Ottawa, the Unive rs ity

of Toronto. the Univers ity of Waterl oo. and the University of w estern Ontario) is the

fo llowing:

Cost of Living Index - 2008
{Hamiltoo setas JOO;2W6 Datafrr KiI'Jg>tun)

160D

140D .j Sl Cnsl ol Livi'1: lndexJ- - - -
140.3

UOD

100D

SOD

6lJD

40D

20D

on

IlXtO 101.4 102.5 105.4

Hamlto n Kitl:hcncr london KiJ1:Sfa1
(2006)

Ollawa Toronto

~9 http:// lisu.:anadianbudncs s.corn 'raukings/hcs t-plnccs.-lll-dn-lms im:ss'2{l( IXlintro Dcfauh.asp:o;'!sp2= J&d I=a&sl.: 1=0.
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79. Th e cost of living index. allows the comparison of the University' s compensation to

that of its G-6 peers in terms of purchasing power given that the vast majority of empl oyees at

any university live in the area of the institution where the y work. The chart high light s that

Hamilton has the lowest cost ofli ving.

so. Since the University and MUFA have previously agre ed that the other G-6 universities

arc a reaso nable faculty comparison 10 usc when assessing term s and con ditions of

employment, when the sa lar ies of M UFA Faculty and M UFA Librarians arc normalized to the

cost of living in Hamilton ami compared to the Univcrsity"s G-6 peers, the University' s Full

Professors and Assistant Pro fessors rank 2 llJ and Associate Professors rank 3n1
,

2008-09 G6 Average Faculty Salaries by
Institution

Normalized to Cost of Living
(e xclud ing medica l & dent al facu lty)

• Full Professor s _ Asssocratc Professors _ Assistant Professors

Mcjvtaster Ottawa Ouccn's Toron to Wa terloo Western

'0 http ://rank ings.canadi ;mhusincss.coll l'hc-srcitics forbusin..').si] i 'l.a, p'?pagd [) ,Ib l&ycare2()(J6.
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8 1. Mo re specific ally. among the five G-6 universities with medi cal and/or dental faculty.

the University' s fo ulI Professors rank 1' 1 and Assistant and Associate Professors rank 2ml
,

2008-09 G6 Average Faculty Salaries by
Institution

Normalized to Cost of Living
(including medical & dent al facult v)

• Full Professors • Associate Professor s • Assistan t Professors

7
McMaster Ottawa Queen's Toronto w estern

iii. T he Costs of Post-Reti r ement Benefits Arc Ri sing and Represent 11 Large
Un funded Accrued Cos t to th e Univers ity

82. The University pro vides post-retirement benefit s, which include extended health.

denial, and life insurance to a substantial proportio n of its full-time employees. The

University continues to fund these post-ret iremen t benefits on a cash basis, and has budgeted

55.7 milli on for 20 10·20 11 for this purticulur expense . The shortfall between the annual

unfunded accrued value of the benefits earned, which was 522 .3 million in 2009·20 IO. and

the cash cost of the benefit s paid to the retirees. which was 55.0 million in 2009-20 10, is
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building an ever-escalating un funded accrued benefit obli gation for the University. Based on

the "Report on Non-Pension Post Retirement and Post Emplo ymen t Benefit Expense and

Disclosure for the Fiscal Year Ending April 30. 20 10 Under C ICA Section 346 1'-31 . the

University' s non-pension accrued hcnclit obligation as of April 30. 20 10, is S173,744,000.

lv. T he Univers ity Need s Cost Contai nment and Prcdi ctnhility

83. Salary adjustments and the ever-increasing cost of providin g the post-retireme nt

promise as the employee popu lation ages and retires mean s that compensation costs will

continue to grow at a far greater rate than any of the University's revenue sources . Moreover,

the University cont inues to make annual special deficit payments for both the Hourly Plan and

the Salaried Plan.

S4. The expenses related to the post-retirement prom ise dominate the increase in total

benefi t cos ts. While some positive steps have been taken to manage the rate of growth of the

post-retirement promise, these cos ts continue to put pres sure on operating and research

budgets and further efforts, such as the modest proposals put forth by the University in this

final offe r selection process, will alleviate some ofthe University's cost pressures.

S5. The sheer size of the post-retirement prom ise obl igations 111 relation 10 the

University's financial resources hinders the University' s academic and research objectives ,

and adversely affects the University' s balan ce sheet strength. It directly affects the

University's credit ratings, thereby limiting its flexibi lity. It is apparent thaI with tota l

compensation costs escalat ing at a rate greater than revenue, cos t saving measures arc

required in order to estab lish cost containment and cost predictab ility.

'I Univers ity Book of Docurucms. Tab 3.



- 35 -

II. T he University lias Sought Assista nce Fro m All Sta keholders and There is a
Need to ~lainta i n In ternal Equity

i. i\los t Other Employee Groups Have Agreed to i\linimal Snlury Increases

86. Gi ven the University' s financial position and the Provinci al Govern ment's desire to

freeze compensation plans at their current levels for a two-year period. the University has

been required to provide minimal salary increases for all other employee groups. In 2010,

employees in the TMG received 0% across the board salary increases, but were eligible for

merit increases. Meanwhile, employees in SAAO received 0% across the board salary

increases, but were eligible for awards from the PcrfonnancclVariablc Pay Plan program .

87. The University agreed to provide minimal lump sum payments32 to unionized staff to,

among other things, offset some of the concessions that the University requested from the

trade unions, which included higher pension contributi ons. The SEIU hospitalit y staff

negotiated salary increases that included only lump sum payments . 5600 to S1000 in 20 1I,

51050 to 52 150 in 2013, and 5300 to 5600 in 20 15 • with the specific amounts depending

upon status and job class ilication. At the same time, the SEIU operations and maintenance

stall' also negotiated salary increases that included only lump sum payments - 51000 to 51725

in 20 I I, with the speci fic amounts depending upon job clas sification, 5 I25 in 2012, 5 1808 for

grandparented employees in 2013, and 5536 for grandparentcd employees in 2015.

88. CUPE negotiated a three-year agreement for its Sessional Faculty with across the

board salary increases of 0% for the fi rst two years, and 3% for the last year of the agreement.

l~ TIH.'Se paymen ts, and all of the lump sum payments, arc diff,,:n..rnt than what the Univ ...TSity is pro posing in this proc ...'Ss. TIIC
L.:ni\''''TSil) '' s proposal is ttl incrrcasc each \I UFA mcmbcrs base sa lary by S1,500,
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89. The CA W stuffnegotiated salary increases or 1<% in 2009, 2% in 20 10, and 2.75% in

20 11. plus a one-time lump sum payment of S1000 for all full-ti me employees and 5500 for

all part -time employees. T hese negotiations concluded before the Provi ncial Go vcmmcnt

passed the Compensation Restraint Legis lation and issued its accom panying directi ve

regarding a compensat ion freeze for unionized grou ps.

90 . Finally, the University and MU ALA ha ve recent ly concluded barga ining on its first

co llect ive agreement. Up until March 16, 2010, the employees current ly in MUALA were

members of MUFA. During negotiat ions for a first collec tive agre em ent , MUALA agreed to

0% across the board increases to salary for the first two years of th e agreement, and then a

1.7% across the board increase in eac h of the last two years. M UAL A further agreed to a

potential meri t increase of 2% for the Erst two years, 2.2% in the third yea r, and 2.4%

inc rease in the last yea r or the agreement. The actua l merit increases gran ted to individual

me mbers wi ll vary based on performance.

ii. Em ployee G rou ps Have Agreed to Inc r ease T heir Pen sion Cont r ihution Rat es
lind Ha ve Closed th e Sala r ied Plan to New lIi rcs

91. In view of the rising co sts o r thc post-retirement prorrusc, the University has

negotiated increases to the em ployee contributio n rates for all em ployees in the University' s

Salaried Plan.33 Effec tive January 10, 2010. the pen sion contribution rate s on regular annua l

salary for almost all of employee grou ps in the Uni versity's Salaried Plan were 5.5%- 5.75%

for the amount up to the YMP E and between 7.25%-7.5% for the amount over the YMP E.

Furthermore, by Ja nuary 8, 20 12, the pension contribution rates on regular annual salary for

" University's Book of Documents. Tabs 11 nndlL
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almost all o f the em ployee groups in the University' s Salaried Pla n will be 6.5% for the

amount up to the YMPE and 8.75% for the amount in excess of the YM PE. For the period

from January 10, 20 10 to the present time, the pens ion contribution rates of .'AUFA Fac ulty

and MUFA Librarians ha s been 5% for the amo unt up to the YM PE and 6.5% for the amount

in excess ofthe YMP E.

i\l U FA, SAA O, T;\IG, C AW, Un it 1 - Em ployee Pension Cont r ihu tion In creases:

Pen sion Cont r ihu t ions Oil Pension Contr ibutions on
Snlnry lip to Yl\l PE* Sala ry above Yl\1PE*

Effect ive Date i\l UFA SA AO CA.\V i\lUFA SAAO CA. ,,,
& St"rr & T MG St"rr

T MG

July 1,2009 5.11% 5.0% 5.5% 6.5% 6.5% 7.0%

January 10, 20 I0 (CURRENT) 5.5% 5.75% {CURRENT} 7.2 5% 7.5%

1 1January 9, 20 11 6.0% 6.25% 8.0% 8.25%

January 8. 20 12 6.5% 6.5% 8.75% 8.75%

92. In addition. becau se of the recen tly concluded collect ive agreement with MUALA.

MUA LA' s pensio n contributions wi ll increase - with retroactive applicatio n - and will he as

fo llows:

(a) befo re the collective agreem en t became effect ive, MUAL A' s co ntribut ions
rates were 5% up to the YMPE and 6.5% over YMP E, wh ich is the same as MUFA
Faculty and MU FA Librarians arc currently paying:

(b) e ff ect ive Ju ly 6. 20 10, 5.5 %1lip to the YM PE and 7.25% over YMPE;

(e) eff ective Jan uary 9 , 20 11, 6% up to the YMPE and 8% over YMPE ;
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(d) effecti ve January 8, 2012, 6SYO up to the YM PE and 8.75% over YM PE.

93. Moreover, five of the six trade unio ns who represent employees that part icipate in the

Hourly Plan have agreed to increase their pension contributions to 6.5% for the amount up to

the YMPE and 8.75% for the amount above the YM PE dur ing the life of their present

collective agreements." The CAW, who represents security employees at the University, will

be commencing negotiations wi th the University in the ncar future. The University will seck

the same pensio n cont ribution increases fro m the CAW as it has obt ained from the other trade

unions.

94. The pension contribution level of MUFA Facu lty and MUFA Librarians has a

significant impact on the Univcrsitys Salaried Plan . An increase in the pension contributions

is also required for the University to be able to receive temporary solvency rel ief from the

Province of Ontario. Since Jan uary 10. 10 10. oth er major employee groups in the Salaried

Plan have been contributing at higher rates than MUFA Faculty and MUFA Libra rians even

though these latter groups receive a much higher salary. By the point at which the agreement

at issue in this arbitra tion comes into effec t 0 11 Ju ly 1, l Ol l . MUFA Faculty and MUFA

Libraria ns will have paid significantly lower pension contributions into the Salaried Plan than

employees in TMG, SAAO, CAW staff and MUALA for a period ranging from 12-18

months. The estimated impact o f employee pensio n con tributions that woul d have been

collected from MUFA members had their contribution rate s increased on January 10, 20 10,

and again on January 9, 20 I I , is approximately S 1.4 million .35

l~ L:n i \'e~ity ' s Hook of Doc uments. Tah I I.
II Based un an analysis of the curre ntpopulat ion of ~ t L: F1\ Faculty as (If Nove mber of 2(1 I() (prepared by Human Resou rces
Services).
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95 . Even though MU FA members arc paying less than o ther members of the University ' s

Salaried Plan, they <I fC receiving the same pension plan benefi ts. Th is is simply unfair and has

created a signifi can t issue or internal inequity. If MUFA pensio n co ntributions rem ain at their

presen t levels. by January 8, 20 12, a di sparity of 25% in annual emp loyee pension

contributions will ex ist bet ween employees in the TMG and members of MUFA for the same

pension benefit.

96 . In addition. effecti ve Jun e 16, 2009, new employees hired by the University into TMG

and SAA O arc not eligibl e 10 participate in the Salaried Plan. but instead participate in the

Uni versity' s Group RRSP. Furth er, based on an award from Arbitra tor George Adams,

employees hired into the CA W staff bargaining unit on or after May I , 20 I 0, participate in a

revised defin ed benefit plan. wi th subs tan tially reduced benefits. Finally. the recently

concluded collect ive agreement between the University and MUAL A pro vides for mandatory

enrolment of new hires after March 16, 20 I0 into the Unive rsity"s Group RRSP plan.

97. The University has elected not to make the same request or MUFA Fac ulty and

MUFA Libra rians through th is pro cess; it simply needs MUFA Faculty and MUFA Lihrarians

to contribute their fair share towards pension contributions. In thi s pro cess. the University is

not even seeking that the pension contributions for MUFA f acu lty and MUfA Librarians be

retroactive. It is simply requesti ng that their pension contribution increases be phased in so

that they contribute the same as every other employee gro up in the Salaried Plan.

iii. Eligibility Cr itc.-ia for Post-Retirem ent Benefits l luve C hanged

98. Due to the increasing cos t of the post-reti rement promise and the increasi ng

uncertainty 111 determining those co sts, the University has sought, and has obtained.
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agreements with MUFA and all other bargaining age nts representing employees at the

University regarding the eligibility cri teria for post-retirement benefit s for new employees in

their respective bargaining units. Each o f these bargaining units has agreed to crea te a IO-ycar

threshold for new employees before they become entitled 10 post-retirement benefi ts. Those

emp loyees in the MUFA Facult y who were hired after Jul y 1, 2006 arc subject to this In-year

threshold. MUFA Librarians who were hired after June 16. 2006 arc subject to this l u-ycar

threshold.

99. In addit ion to establishing a IO-ycar thre sho ld for new employees before they

become enti tled to post-retirement benefits. due (0 the University' s need for cost containment

and predictabi lity, the University has also adopted the Co- Pay Sys tem. At this point in time,

the following groups have adopted the Co-Pay System: CAW sta ff and parking and transit

services employees hired a lter October I, 2009 and Marc h 16, 2010 respectively, SEIU

operation and maintenance employees and machinist employees hired aft er October I, 20 I0,

IUO E operating engineers hired afte r March 1,1010. and S EIU hospitality emplo yees hired

on or afte r January I, 20 11. In addition , in thc collective agreement recently concluded

between the University and MUA LA. MUALA has also agreed to part icipate in the Co-Pay

System. The employees for which the Co-Pay Systcm appl ies will qualify for post-reti rement

benefits if they :

(a) have completed the required years of continuing service as at the date of their
retirement in accordance with thc table below. and have participated in the extended
health and dental benefit plans available to emplo yees during that per iod;

(b) have attained the Rule of 80 or age 65 as at the date of retirement;

(c) collect an imm ediate annu ity, whethe r reduced or unreduced, upon retirem ent:
and
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(d) agree to part icipate in the Co-Pay System as of thc date o f retiremen t.

100. Under the Co-Pay System, the employees that qua lify for receive post- retirement

benefits pursuant to the follow ing formula:

Ycars of Continuing Service % of Yearly Cost Payable by % of Yearly Cost Payable by
Retirees University

30 or more 25 75

25-30 50 50

20-25 75 25

10·20 100 0

101. By having certain employees who arc automat ically eligible for post-retirement

benefi ts, other employees who have a lOvycar cumulative service eligibili ty requiremen t, and

othe r emp loyees in the Co-Pay System, the CAW, SEIU, lUGE, and ~1 UALA have agreed to

a multi-tier system lo r eligibility for post-retirement benefi ts for their mem bers. There is no

reason why the same standard should not app ly to MUFA members.

102. Finally. newly hired employees o f thc University into TM G and SAAO. depending

on their date o f hire, are no longer eligib le for post-retirement benefits. TMG employees hired

on or after June 16. 2006. arc not eligible for any post-retirement benefits regardless o f their

Icngth of service with the University. SAAO employees hired by the University on or after

June 16, 2009, arc not eligible for any post-reti rement bene fits regardless or their Icngth of

service with the University.
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I. The University ' s Proposal Keeps MUFA Ncar T he Top Of Th e G-6

103. In previous negotiations, the University and MUFA have agreed that the other G-6

universities aTC a reasonable faculty comparison to usc when assessing tcnns and conditions

of employment. A number of other G-6 Universities have been able to reach agreem ents wi th

their facult y that achieve cost co ntainment and pred ictability.

104. Th e University of Waterloo has recently entered into a Memorandum of Settlement

with its Faculty Association that provides for 0% salary increases in 2010 and 20 11, followed

by 3% salary increases in 2012, 2013. and 2014. In addition. the members of the Faculty

Association had their pension contributions increase effective May I, 2009, from 4.55% for

the amount up to the YM PE and 6.5% for the amount over YMPE to 5.XO% for the amoun t up

to the YM PE, S.30% for the amo unt in excess o f the YMPE to two times the YMP E, and

9.65% for the amount in excess of two times the YMPE. Furthermore, these Min utes of

Settl ement do not provide for any lump sum payments to be made throughout the life of the

agreement.

105. The University o f Wcstem Ontario has recently entered into a Memorandum of

Settlement with its Faculty Association that provides for 1.5% salary increa ses in each year of

a four year agreement, as well as a lump sum payment of bet ween 5800 to 5 1200 for full-time

faculty in the third and four years of the agreement. While the Faculty Association at the

University of Western Ontario received a slightly higher increase than that proposed by the

University in this process. when normalized to the cost of living, the salaries of faculty at

McMaster University have historically been grealer than the sala ries of faculty at the
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Univers ity of Western Ontario, and will con tinue to be so if the University's position 15

acc epted.

106. An agreement between the University of Toronto and its Faculty Association wa s

recently arbi trated , with the decisio n bei ng rendered by A rbitra tor Tcplitsky on October 5,

20 I0.36 The deci sio n provided the Unive rs ity o f Toronto Fac ulty Associ ation with a 1.25%

salary increase ill the commencement o f the agreement on July I, 200') . a 2.25% salary

increase in 2010 ( I % o n January I , 20 I 0 and 1.25% on July I, 201 0) and a 1% sala ry increase

on January I. 20 11.37 The o verall total compens ation granted by Arbi trator Tcpli tsky i ll h is

award was 5% and th e decision did no t include an inc rease in pensio n co ntributio ns. In

rendering his decision, Ar bitra tor Teplitsky ex plicitly sta ted th at his posi tion was that the

Universi ty of Toronto Facul ty Association sho uld be "at the top o f the market", Finally. and

in any event, wh en nor malized to the cost of living, at the present time facu lty at the

University o f Toronto earn signi ficantly less than M UFA Faculty and M UF A Librarians ,

PART IV - LAw A ND ARG Ui\ lENT

A. The Role of an Arbit ra tor in Fina l Offer Select ion is Rep lication

107, An arb itra tor ' s rol e is to attempt to repli cate the bargain that similarly situated part ies

freel y negotiate."

' b Univers ity's Book of Documents , Tab 1.1 .
,1This across the board increase is less tha n w hat members of ~l UFr\ were rec eiving during parts o f the rele vant time period .
Enc-ctivc July I, 2Ul ),), ~I U Fr\ mcmb..:rs receiv ed a 3% aemss the hoard increase. wher eas the University nfToronto faculty
members received a 2.25% increase. Etlc-ctivc July I, 20 I0, .\l UFA mernher s received a .1 .25% acros s the board increase.
w hcrcas the Univer sity ofToronto fac ulty members received 11 2.25% increase.
.'~ Hamilton Health Sciences Corporation L·. CUPE (Scr r!c' ·. Oilin ' <11 C{aiclll Group. Trades <~ .H ll i II/CI/(l IlCC Groll!'), 2(J06
Can1.I [ 32600; Abitihi- CIJ/I.\olidl/{cr! Complilly (dClllllld" (f-iJ r{ Frances) I', IIII..rnntionnt Asscciation ofJ!r/Cltilli,l /s ,f
.'k rw (lrlce Workers. tocat 771 nndlnternational Brotherhood ofHlectrical Work.'n . Lo cal J7·/.1. 2006 CanLIl .1260t:
Universi ty's Book o f Aurhori ric-s, Tub [ and 2,
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108. Other factors, such as the total compensat ion pri ncipl e, demonstrated need. abi lity to

pay, and appropriate comparators arc also considered by arbitrators. These factors arc all

geared towards addressing what other pa rties free ly l1l:gotiate, 39 while at the same time

ensuring that the award is fair and rcasonablc.~o

B. The Rep lication Principle Leads to th e Un ivers ity's Salary, Pension Contribution
and Post-Retirement Benefits Proposa ls Being Awarded

109. The University' s salary, pension contribution, and post-retirement benefits propo sals

arc fair and reasonable. Given the Uni vers ity' s financial sit uation and the Government' s

desire to freeze compensation plans at their current levels for a two year period, the

University' s proposal to provide a merit increase of 2.43 % to all MU FA Faculty and MU FA

Librarians, as well as a S I,500 increase to base sa laries. is an appropriate award in the present

circums tances ,

llO. In addition. the University's prop osed increase in pension con tributions fix MUFA

Faculty and MUFA Librarians is fair and reasonable . 11 brings those contri bution levels in linc

with all other major employee groups who part icipate in the Salaried Plan ,

I ll , Further, the Salaried Plan is in major deficit and remains th reateningly high. In order

to achieve the necessary cost con tainment to ensure the future viabili ty of the Salaried Plan, as

well as to have any possibil ity that thc Uni versity will receive the temporary sol vency relief it

needs from thc Provincial Governm ent, the pension contributio ns of MUFA Faculty and

MUFA Librarians must be increased to the same levels as other empl oyee groups,

19 Ciry ofOnawa \'. Ctl'P, 200S Cunl.l l 40 !M ; Lnivcrsity'< Book of Aurhoruics, Tan 3.
40 Prince RI/perl (Cify) \', Prin t',' Rl/pI'rl Fire FiXlJtcr.l" .'1.1' .\ /1. l .ocol 55l/ (2004), 135 L.A C. (-1'h) -11 10:; Univcrsitys Book of
Autho ritie s, Tab-1.
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112. Finally, the Co-Pay System proposed by the Universit y is fai r and reasonable. It brings

MUFA members in line with other major employee groups 011 camp us. In fact, since certain

members o fTMG and SA t\O, which includes the new President o f the University. Dr. Patrick

Deane, will never recei ve any post-reti rement benefit s, new facu lty members who participate

in the Co-Pay System will receive superior benefits than other major employee groups on

campus.

113. The University has negot iated similar salary increases lor the other employee groups

in the Salaried Plan, as well as the same changes \0 pension contributions and post-retirement

benefits. II would be unfai r and unreasonable for employees in TM G, SA AO. CA \V stall, and

MUALA to be granted lower salary increases and bear a greater cost for the same defined

benefit pension plan than MUFA Facu lty and MUFA Libra rians. Furthermore. it wou ld he

unfa ir and unreason able to adopt the Co-Pay Sys tem for all emplo yees represented by a trade

union . hut not MUFA Facu lty and MUFA Lihrarians.

C. Total Compensa t ion for ~IUFA Fa culty and M UFA Llbrartans is Bolh Fair and
Competit ive

114. Even with thc changes proposed by the University. M UFA Faculty and MUFA

Librari ans will continue to be one of the most highly compen sated employee groups at the

University. If the University's proposals arc adopted. MUFA Faculty and MUFA Librarians

will still have a net increase in their compensation . Further more, existing MUFA Faculty and

MUFA Librarians will receive an iden tica l post-retirement promi se under the University' s

proposed agreement as they did under the predecessor agreement . As a result, the University' s

proposals in relation to salaries. pension contributions. and post-re tirement benefits arc
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focused, fair, and reasonable. and are meant to address the University ' s demonstrated need for

cost containment and predictability.

D. The Exper-ience of Approp ri ate Compa ra tors Len ds to th e Salary, Pen sion
Cont ribution and Post-Retirement Benefits Prop osa ls Being Awarded in Order
to Maintain lntcrnnl Eq uity

115. There is a clear demonstra ted need fix the University to limit salary increases and to

make structural changes to the post-retiremen t promi se. Even with such a demons trated need,

however, the University has sought its changes in a measured and responsible fashio n. It has

not sought to eliminate all salary increases despite Gover nment Policy that provides that the

University will not receive funding for any compensation increases. Furthermore. it has

requested that MUFA Faculty and MUFA Librarians make thc same pensio n contributions as

all other major em ployee groups in the Salari ed Plan. Finally, it has not requested a change to

the terms of its post-retirement benefits fo r current MUFA Faculty and MUFA Librarians.

116. The University has taken the necessary steps with its other employee groups to

account for its present financial circumstances. An award that accept s the University's

proposals regarding salaries, pension contributions. and post-retirement benefits is another

necessary measure that the University needs in order to obt ain cost containment and

predictability. More importantly, it will result in fairn ess and internal equity between the

employee groups at the University.
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117. The Univers ity there fore respect fu lly requests that its proposals regarding salaries ,

pension co ntributions, and the po st-ret irem ent benefits be awarded .

A LL OF WII ICIIIS RES I'ECTFULLY SUBM ITTED

n a tcr & McK enz ie LLP
'!-"",;refS for the University

Q -?=L
Andrew Sha w, Baker & McKenzie LL I'

Lawyers for the Univers ity


