
The Board of the Teachers’ Retirement Allowances Fund (TRAF) is soliciting comments regarding the distribution of the restricted 

surplus in the Pension Adjustment Account (PAA). Subsection 49(6.2) of The Teachers’ Pensions Act (TPA) authorizes the Board,  

with the approval of the Lieutenant Governor in Council, to make regulations in this regard.

The PAA is the account that supports cost of living adjustments (COLAs) granted on July 1 each year. Please refer to the  

2015 Annual Report (pages 33-35) for further details on the operation of the PAA. 

BACKGROUND
The TPA was amended in 2008. The amendments included the following provisions:

• The rate of interest to be credited to the PAA was changed from the fixed income return to the total fund return, averaged over  

three years

• For the calendar years 2007 to 2016 inclusive, a preferred rate of interest would be applied to the PAA equal to the “greater of” the 

fixed income rate or the total fund rate, determined annually and then averaged over three years

• The COLAs granted on July 1 of each of 2008 to 2017, inclusive, would be capped at 2/3 of the increase in the Consumer Price 

Index (CPI) for the prior year (December over December)

• To the extent that the PAA had capacity to support a COLA in excess of 2/3 CPI, the excess funds would be set aside as “restricted 

surplus” to be used to support COLAs granted after 2017 (ie. COLAs granted in 2018 and future years)

As of December 31, 2016, the restricted surplus was $27,987,000. As the 2/3 CPI cap will end with the grant of the 2017 COLA, no 

further restricted surplus will accumulate. Starting in 2018, COLA will be set at the lesser of the maximum percentage the PAA can 

support and the full increase in CPI.

LEGISLATIVE PROVISION
The relevant subsection of the TPA is 49(6.2), which reads as follows:

Regulations re surplus

49(6.2) The board may, with the approval of the Lieutenant Governor in Council, make regulations for the purpose of clause  
(6)(b) respecting the determination of pension adjustments to be made after 2017 using amounts excluded by clause (6)(a) from  
the determination of pension adjustments to be made before 2018.

BOARD PROCESS
In addressing this issue, the Board consulted with the independent plan actuary, external legal counsel, The Manitoba Teachers’ 

Society (MTS) and the Retired Teachers’ Association of Manitoba (RTAM). The process commenced in 2015 and multiple options  

were considered. 

On November 30, 2016, the Board received the following joint recommendation from MTS and RTAM: 

That the restricted surplus, as calculated by the TRAF plan actuary at December 31, 2017, be disbursed over a five-year period 
commencing July 1, 2018.

Prior to making a final decision, the Board is requesting comments from individual members and other interested stakeholders. All 

comments will be considered in finalizing a proposed regulation for approval by the Lieutenant Governor in Council.

REQUEST FOR COMMENTS
DISBURSAL OF RESTRICTED SURPLUS

Teachers’ Retirement Allowances Fund

https://www.traf.mb.ca/images/stories/Annual_Reports/2015_Annual_Report_web_2.pdf


IMPACT OF VARIOUS DISBURSAL PERIODS
To assist in considering this matter, the independent plan actuary prepared the table below. The data illustrates the approximate 

cumulative increase in monthly pension at the end of various disbursal periods. The member is assumed to be in receipt of a single  

life monthly pension at the beginning of the disbursal period. Amounts in the table also assume that COLA will not be limited by the  

full CPI cap in any year.

 

The estimated monthly pension increases in the above table can be interpreted as follows:

• A disbursal period of one year would increase a member’s monthly pension by approximately $22.50

• A disbursal period of five years would increase a member’s monthly pension by approximately $4.15 on average each year  

for five years, for a total increase of approximately $20.77 per month at the end of five years

• A disbursal period of 10 years would increase a member’s monthly pension by approximately $1.97 on average each year  

for 10 years, for a total increase of approximately $19.74 per month at the end of 10 years

In all cases, the increase in pension will continue for the lifetime of the member (and the applicable survivor benefit will continue  

to apply).

In general terms, a longer disbursal period allows more future retirees to receive some benefit from the restricted surplus. Our 

expectations, based on our current actuarial assumptions, are that 94% of members in receipt of a pension at the beginning of the 

disbursal period will survive a minimum of five years and 85% will survive a minimum of 10 years.

Please note that the estimated monthly pension increases  
in this Request for Comments are based on  

current economic and demographic assumptions.  
Actual results may differ.

Disbursal Period Cumulative Increase in $2,368 Monthly Pension1

   At the End of the Disbursal Period

1 Year $22.50 per month

5 Years (Joint MTS/RTAM Recommendation) $20.77 per month

10 Years $19.74 per month

1 A monthly pension of $2,368 is an estimate of the average single life monthly pension (ie. the pension before any adjustment for optional form chosen) plus accumulated COLA  
 in pay as at December 31, 2017. The increase in monthly pension reflects the total COLA amounts, which will be funded 50% by the restricted surplus in the PAA and 50% by Account B.

Comments may be submitted until 5:00 p.m. on Wednesday, May 31, 2017.

Please submit comments via email to restrictedsurplus@traf.mb.ca or by written submission to the address below:

Teachers’ Retirement Allowances Fund 

330–25 Forks Market Road 

Winnipeg, Manitoba 

R3C 4S8 

Attention: President & CEO


