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Q&A WITH OUR CHAIR CHRIS ARCHIBALD, PSP BOARD CHAIR
WHAT’S HAPPENED SINCE
THE LAST ISSUE?
Since the last Report to Members in March,
Nancy has passed me the baton. I have been
elected to hold the role of PSP Board Chair until
the end of 2017. A new Chair will be appointed
January 1, 2018—and the role will be filled by an
employee representative rather than an employer
representative for the next two-year cycle.

WORDS OF GRATITUDE
FOR NANCY
On behalf of the Board, I would like to take
this opportunity to thank Nancy Cuelenaere
wholeheartedly for her leadership and dedication
to the PSP Board and the PSPP over the last
12 years. During her tenure with the Board,
she spent most of her time in key roles:
∙ Board Chair: 2008, 2009, 2013, 2016 – mid 2017
∙ Board Vice-Chair: 2006, 2007
∙ IC Chair: 2009 – 2016
∙ IC Vice-Chair: 2016 – mid 2017
Her dedication to the Board is unparalleled, and we
are so thankful for her hard work over the years.
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DO YOU HAVE AN UPDATE ON THE
PLAN’S FINANCIAL POSITION?
We have completed and analyzed the results
of the actuarial valuation as at December 31,
2016. In a nutshell, the Plan’s financial position
has strengthened since the previous valuation.
In 2016, the Plan’s funded ratio increased to
90.8% — up from 83.9% at the last actuarial
valuation as at December 31, 2014. Learn more
about the Plan’s financial health.

WHAT DO MEMBERS NEED
TO KNOW?
Now that the valuation results are in, the Board
has set the 2018 contribution rates. Please read
on to learn more about the contribution rates.

ANYTHING ELSE YOU’D LIKE
TO SHARE?
We are very excited to share that a new website
will be launched in 2018! The new PSPP website
will make it easier for you to find information
online, and has a new and improved look and feel.
Take a sneak peek.

WHAT WOULD YOU LIKE TO
HEAR FROM MEMBERS?
Nothing speaks better to the value of our
Plan than our members’ real experiences.
If you have a story to share, we would love to
hear it. In this issue, we talk to Amy, a Career
Education Coordinator at the University of
Alberta, about what the Plan means to her.

HAVE YOU HAD AN “AH-HA” MOMENT WHEN IT COMES TO THE
VALUE OF YOUR PENSION PLAN? What does being a member of the PSPP

mean to you? Was there a moment when you realized or suddenly appreciated
the value of the Plan? We want to help spread the word about the positive impact
defined benefit plans have on members. Please share your story by sending an
email to board@pspp.ca.
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ACTUARIAL VALUATIONS must be completed at minimum every

three years and filed with Canada Revenue Agency (CRA). The latest
actuarial valuation of the Plan was completed as at December 31, 2016.

PLAN UPDATES
THE PLAN’S FINANCIAL HEALTH
The Board monitors the funded status of the Plan through regular actuarial
valuations. Simply put, this means that we look at the difference between
the Plan’s assets (funds) and liabilities (projected costs to pay pension
benefits). This helps us determine whether there is enough money in
the pension fund to pay full benefits to members. The level of assets
and liabilities depends on factors like member salaries, benefit payments,
interest and inflation rates, and investment performance.
The increase in the Plan’s
assets since the last actuarial
valuation in 2014 .

A MEMBER’S PERSPECTIVE
WHAT MAKES OUR PLAN
GREAT: Security and beyond

DECEMBER 31, 2016 VALUATION RESULTS

The Plan’s investments performed better than expected over
the last two years, which means contribution rates can be
reduced for 2018.

CONTACTS

Up from 83.9% at the last
actuarial valuation as at
December 31, 2014 .

WHAT DO THESE RESULTS MEAN FOR MEMBERS?
A funding ratio is a ratio of a pension plan’s assets to its liabilities. When
the assets are greater than liabilities, there’s a surplus, i.e., more than
enough funds to pay full benefits. When liabilities exceed the number of
assets, there’s a deficit, which means the Board needs to take action to
bring assets up — possibly by adjusting the asset mix or by increasing
the level of contributions to the Plan.
Currently the Plan has a funded ratio of less than 100%, which means there
are more liabilities than assets. However, the Board has set contribution
rates at a level that targets reaching a fully funded status by 2027.
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WHAT IS THE YMPE? YMPE stands for Year’s Maximum

Pensionable Earnings. It is set by the government each year, and
reflects the maximum level of salary on which Canada Pension Plan
contributions can be made.

In 2018, the YMPE is

PLAN UPDATES
CONTRIBUTION RATES FOR 2018
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∙ The Plan’s financial health
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∙ A look back at 2016:

The Public Service Pension Board is responsible for ensuring the Plan is
funded in accordance with legislation, which includes setting contribution
rates. The 2016 actuarial results demonstrated that the Plan’s funded
position is improving—meaning that contribution rates can be reduced
for the upcoming year.

MEET THE NEW
BOARD MEMBERS

The Board announced employee and employer contribution rates for 2018
earlier this year. However, after further consultation with the Government,
the Board approved revised contribution rates effective January 1, 2018.
The following contribution rates are the newly approved rates for 2018 for
both employees and employers:

PSPP Annual Report
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MEMBER AND EMPLOYER CONTRIBUTION RATES FOR 2018
10.47%

On pensionable salary below YMPE

(11.70% in 2017)

On pensionable salary above YMPE

(16.72% in 2017)

14.95%

THE 2018 CONTRIBUTION RATES represent a reduction from the

rates of 11.70% on pensionable salary below YMPE and
16.72% on pensionable salary above YMPE that were in place
between 2013 to 2017.
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WHY DID THE BOARD CHANGE THE PREVIOUSLY
APPROVED CONTRIBUTION RATES FOR 2018?
The Board had initially approved and announced contribution rates that
were slightly higher for Combined Pensionable Service (CPS) employers to
cover the cost of their employees having the opportunity to benefit from
the CPS provision. This meant that, although contribution rate reductions
were announced for all employees and employers, CPS employers would
have received a slightly smaller reduction in rates compared to employees
and non-CPS employers.
Conflicting legal interpretations regarding the Board’s authority to unilaterally
approve and process contribution rate reductions and complexities associated
with implementing different contribution rates for CPS employers resulted
in delays. These delays meant that the previously approved contribution
rates could not be implemented in time for January 1, 2018. The Board
agreed to revised contribution rates that maintain the historical 50/50 cost
sharing between employees and employers to ensure rate reductions
could be implemented by January 1, 2018 and they would benefit from the
improved funded status of the Plan.
The total funding required for the Plan was not impacted by the revised
contribution rates. Contributions related to the funding of the CPS
provision, which were initially allocated solely to CPS employers, are now
shared among all employers and employees. That’s why employee and
non-CPS employer contribution rates are slightly higher than originally
communicated – yet lower than 2017 rates.
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PLAN UPDATES
WHAT IS THE CPS PROVISION AND WHY DID THE BOARD
INITIALLY CHARGE THE COST TO CPS EMPLOYERS?
The CPS provision is a unique Plan feature that benefits employees who,
under the same employer and with no break in service, move from the
PSPP to either the Management Employees Pension Plan (MEPP) or the
Universities Academic Pension Plan (UAPP) as a result of a promotion.
When this happens, an employee no longer earns service or makes
contributions under the PSPP.
THE CPS PROVISION COMES INTO PLAY AT RETIREMENT. Although

employees who transferred to either the MEPP or the UAPP no
longer contribute to the PSPP, their PSPP pension benefit is calculated
based on their highest average salary at retirement (highest average
salary over five consecutive years under either plan). Eligibility for early
retirement with an unreduced pension is also determined using combined
service from both plans.
A promotion to a position that results in a transfer to the MEPP or the
UAPP typically results in a salary increase. The CPS provision increases
PSPP’s costs because employees who transfer to MEPP or UAPP no longer
contribute to the PSPP. However, the PSPP must pay out benefits based on
a significantly higher salary at retirement. The CPS provision also applies to
individuals who transfer from the MEPP or the UAPP to the PSPP (although
the majority of transfers are in the opposite direction).
THE BOARD HAS IDENTIFIED THE INEQUITY RELATED TO CPS provision

funding and has been advocating for a solution for several years. The
CPS provision benefits employers since it supports succession planning by
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providing an additional incentive for employees to accept positions eligible for
participation in the MEPP or UAPP. Therefore, the Board had initially allocated
the cost related to the CPS provision to CPS employers through a higher
contribution rate.
After further consultation with the Government, it became apparent that
this funding alternative could not be implemented for 2018. To ensure both
employees and employers would benefit from rate reductions, the Board
agreed to revised contribution rates for 2018 that maintain the historical
50/50 cost sharing between employees and employers.
THE BOARD AND THE GOVERNMENT HAVE AGREED TO WORK TOGETHER

in 2018 to identify alternative solutions to resolve the funding
inequity resulting from the CPS provision in the future. The Board will
provide periodic updates on the progress of the working group.

CPS EMPLOYERS

Management Employees
Pension Plan

Universities Academic
Pension Plan
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THE CPP EXPANSION will not impact the benefit you receive

from your PSPP pension; changes to CPP do not affect the YMPE.
Your PSPP pension will continue to accumulate the same way, based
on the same formula.

PLAN UPDATES
CANADA PENSION PLAN IS EXPANDING:
what does it mean for you?

Federal, provincial and territorial finance ministers reached an agreement
this year to gradually expand the Canada Pension Plan (CPP). In 2018,
workers and employers in Canada pay 4.95% of salaries into the CPP,
up to a maximum income level of $55,900 a year. Those who earn
more than the YMPE do not contribute, nor earn a CPP benefit on
their salary above $55,900.

Contribution increase by employers and employees between 2019 and 2024.

Annual payout target increase: workers who earn $50,000 a year would
receive a maximum annual pension* of about $16,500 in 2017 dollars by the
time they retire: an increase of $4,000 a year from the current level of $12,500.

THE GRADUAL EXPANSION will result in

A MEMBER’S PERSPECTIVE
WHAT MAKES OUR PLAN
GREAT: Security and beyond
Increase in the maximum amount of pensionable income under the
CPP by 2025, once the changes are fully phased in.

CONTACTS

Bottom line: You’ll receive more money from
the CPP in the future.

Depending on how much you have contributed and how long you have been
making contributions to the CPP, you may or may not be eligible for the maximum
CPP benefit at retirement.

*
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A LOOK BACK AT 2016: PSPP Annual Report
At the PSPP, we’re always looking forward to the future! But to gain a
big-picture understanding of Plan performance and financial health, it’s
equally important to take the time to look back at the past. With this in
mind, we’re sharing some investment performance highlights from the
2016 Annual Report. You can download a full copy of the Report here.

INVESTMENT PERFORMANCE
Investment performance has a significant impact on the Plan’s financial health
and contribution rates. Investments performed better than expected in 2016.

To date, accumulated investment income provides approximately
56 per cent of the PSPP’s total inflows, with contributions from
employees and employers providing 44 per cent — demonstrating
that investment earnings are a key PSPP funding source.
To meet the long-term funding needs of the PSPP, it is expected
that investments will earn a return of 6.05% per annum— which
means the 6.9% rate of return in 2016 beat our target.

SUMMARY OF PSPP INVESTMENTS RETURNS

compared to 9.8% in 2015.
° The PSPP’s investments gained
° The PSPP earned an investment income of
before investment expenses, compared to $1.018 billion in 2015.
° Investment expenses totaled
compared to $54 million in 2015.

2016

CONTACTS

2015

2014

2013

2012

5 yrs*

10 yrs*

20 yrs*

Why do annual report results differ from those in an actuarial valuation?
The financial statements in the Annual Report use a different set of assumptions
from actuarial valuations. The figures presented in the Annual Report represent the
market value of the Plan’s assets and liabilities using Canadian accounting standards
for pension plans. Contribution rates are based on actuarial valuations, which use a
smoothed value of the Plan’s assets and include a margin for volatility in the calculation
of liabilities. Please refer to page 2 of this newsletter for actuarial results.
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Actual Returns
(*annualized)
Expected Long-Term
Return 6.05%
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DID YOU KNOW... The PSP Board is a body of six individuals?

The Government of Alberta nominates three employer Board members,
and the Alberta Union of Provincial Employees nominates three
employee members.

MEET THE NEW BOARD MEMBERS
IN JULY, THE BOARD WELCOMED TWO NEW MEMBERS

Denise Hamilton

PSPP Annual Report
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Denise is an accomplished and versatile Director
and finance executive with extensive leadership
experience in financial and pension management,
treasury, and governance—acquired over a 35 year
career. Most recently, she held the position of
Global Pensions Projects Manager at Shell Canada.

She is a graduate of the Southern Alberta Institute of
Technology, and a Chartered Professional Accountant
(CPA, CMA). Denise has also earned professional
designations/certifications in risk management, internal
audit, and information systems.
WAS RESPONSIBLE FOR: The leadership of
strategic projects optimizing the value and
security of Shell’s global pension plans.
FROM 2008 TO 2016, served as Chair and
Trustee of the Shell Canada Pension Trust
and Albian Sands Energy Retirement Plan.

WHAT MAKES OUR PLAN
GREAT: Security and beyond
CONTACTS
Ellen Nygaard

Ellen has a BA in English, as well as an MBA from the
University of Alberta. She worked across Canada in
her first career as a journalist.
BECAME A BOARD MEMBER of two other
pension plan boards since retiring in 2014.

Ellen Nygaard was employed by the Government of
Alberta for 26 years, occupying regulatory and policy
positions of increasing responsibility. Most recently,
she held the position of Executive Director of Pension
Policy for Alberta Treasury Board and Finance.
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HAS SERVED AS A BOARD MEMBER
for community organizations including
Planned Parenthood.

AN EXTERNAL DIRECTOR with Habitat for
Humanity Southern Alberta, serving on the
Audit and Risk Management Committee.
A MEMBER of the Association of Canadian
Pension Management, the ACPM’s National
Conference Planning Committee.
A VOLUNTEER at the Calgary Food Bank and
on her Strata Board.
A BOARD MEMBER of Provident10, the Public
Service Pension Corporation of Newfoundland
and Labrador.
IS MARRIED and enjoys outdoor pursuits
and travel.

VOLUNTEERS as an English tutor for new
Canadians at the Edmonton Mennonite
Centre for Newcomers.
WAS BORN in Drumheller and raised on a
farm. She has spent most of her life in Alberta.
IS MARRIED. She and her husband now
live in Edmonton, where they raised their
two children.
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— AMY ROY GRATTON

A MEMBERS PERSPECTIVE AMY ROY GRATTON, CAREER EDUCATION COORDINATOR AT THE UNIVERSITY OF ALBERTA
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HOW THE PLAN HELPED AMY
PREPARE FOR THE FUTURE
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TELL US ABOUT YOURSELF AND WHAT YOU DO
AT THE U OF A.
I help students, alumni and postdoctoral fellows explore their career
options by providing them with opportunities to job shadow and work
with a career mentor. I love instilling confidence in new professionals
who might be questioning their skills and future and connecting with
career support and people who are excited to share a day-in-the-life
of their work. Whenever I tell someone that I’m a career advisor, they
often say, “I could have used one of those.”

WHAT IS THE SINGLE MOST IMPORTANT THING ABOUT
THE PSPP IN YOUR EYES?
The financial security and stability it provides. Although I also contribute
to an RRSP, knowing the PSPP is a source of income I can depend on in
the future. That provides peace of mind.

WHAT FEATURES OF THE PLAN DO YOU FIND
MOST VALUABLE?
I love that contributions are automatic and that I don’t need to worry
about how to invest funds. I also love that the Plan helps cover cost of
living adjustments every year I receive my pension for as long as I live.
I’m very aware that not everyone has a pension and that pension plans
like ours are becoming less common, so I feel lucky.
CONTINUED...

YOU TOLD US YOU RECENTLY CAME TO REALIZE THE
VALUE OF OUR PENSION PLAN. CAN YOU SHARE?
I became hyper-aware of the importance of my pension when Bill 9:
Public Sector Pension Plans Amendment Act was proposed in 2014.
When I realized there might be a threat to public sector plans, I knew
that I had to become more informed. I’m glad I did because it helped
me understand the true value of what we have as members of the PSPP.

PUBLIC SERVICE PENSION PLAN | DECEMBER 2017

PAGE 8

IN
THIS
ISSUE

DECEMBER 2017

Revised from original October 2017 issue

Q&A WITH OUR CHAIR
PLAN UPDATES
∙ The Plan’s financial health
∙ Contribution rates for 2018
∙ A look back at 2016:
PSPP Annual Report

MEET THE NEW
BOARD MEMBERS
A MEMBER’S PERSPECTIVE
WHAT MAKES OUR PLAN
GREAT: Security and beyond
CONTACTS

WANT TO FIND OUT HOW MUCH PENSION YOU COULD
RECEIVE WHEN YOU RETIRE?

Log in to mypensionplan.ca for your personal estimate.

A MEMBERS PERSPECTIVE AMY ROY GRATTON, CAREER EDUCATION COORDINATOR AT THE UNIVERSITY OF ALBERTA
HAVE YOU TRIED THE PENSION PROJECTION TOOLS ON
MYPENSIONPLAN.CA?
Yes. I did a pension modeling exercise five years ago. I was motivated
to gain insights on my financial future when my husband quit his job to
become a stay-at-home dad and I became the sole income earner in
our household. He left his job in the trades at a time when the economy
in Alberta was hot — sacrificing premium wages for the family life
we both wanted. Ensuring we had a financial plan for our future was
important to me.

AS A SOLE INCOME EARNER, HOW DOES YOUR PENSION
HELP SUPPORT YOUR FAMILY?
When my husband became a stay-at-home dad, I began paying more
attention to our finances and started a spousal RRSP for him. Although
my husband recently returned to work part-time, his employer does not
provide a pension plan, so my pension will be there to support both of
us when I retire.

WHAT ARE YOUR PLANS FOR LIFE AFTER WORK?
Travel and family are my most important values. I love learning about other
cultures and experiencing life beyond our borders. For the last five years
we have been homestay parents to international students from Brazil and
Japan. Someday I hope to visit the countries that our students come from.
I would also like to live abroad, and having the flexibility to do so when I’m
retired would be awesome.

HOW HAS YOUR EXPERIENCE
WITH THE PSPP INFLUENCED YOUR
RETIREMENT PLANS?
Knowing that I have options is the best
feeling in the world.

WHY DO YOU THINK IT’S IMPORTANT TO UNDERSTAND
HOW THE PENSION PLAN WORKS?
When I took the time to learn more about the Plan, I became more
motivated at work. I realized my employer was not only investing in me
now, but investing in my future. I found it very empowering to understand
where my money was going and how it was affecting my future.
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THE PSPP VISION The Public Service Pension Plan is a highly
valued, reliable component of compensation, recognizing dedicated
public service and contributing to a secure retirement.

WHAT MAKES OUR PLAN GREAT: Security and beyond
any of us dream about retirement and all that comes with it —
travelling, devoting more time to family and friends or maybe
moving somewhere new to enjoy a slower-paced lifestyle.

PSPP Annual Report
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Whatever your expectations and dreams are for retirement, the PSPP defined
benefit (DB) Plan provides a level of security that’s becoming less
common with time. In recent years, an increasing number of organizations
have chosen to offer their employees defined contribution (DC) pension
plans, where employees are responsible for managing their investments and
personally shoulder the risk of plan performance. With DC pension plans,
employees are not guaranteed a set level of benefit at retirement: they are
responsible for making their savings last for their lifetime.

THE PSPP IS DIFFERENT:
° Because the Plan is a DB plan, you know exactly how much pension
you will receive at retirement — the amount is based on a set formula,
not on how investments perform in the market.
° The Board is responsible for overseeing the investment of pension
assets by AIMCo — one of Canada’s largest and most diversified
institutional investment managers.
° You receive a monthly pension cheque for as long as you live. You don’t
need to monitor or manage an account balance — you just collect your
pension funds.
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AS IT TURNS OUT — PLANS LIKE THE PSPP
ARE EXACTLY WHAT MOST CANADIANS WANT!
The Canadian Public Pension Leadership Council (CPPLC) conducted a
survey in 2016, and found that many Canadians value the security and
predictability of a DB plan and would pay more to have these features.

KEY SURVEY FINDINGS
DB plan features coincide with the features of retirement income
programs that respondents value the most, like a guaranteed lifetime
pension, predictable income, pension that offers inflation protection,
income that doesn’t fluctuate with investment results, and early
retirement subsidies.
Members of DB plans have more confidence in meeting their targets for
retirement income and retirement age than members of other types of
pension plans, such as defined contribution (DC) or RRSP arrangements.
An increasing number of Canadians are choosing to retire later or work
after retirement to deal with inadequate retirement savings.
Most respondents want to maintain their standard of living in retirement,
including having income to deal with various contingencies over and
above the regular consumption of goods and services.
Respondents spend little time on retirement planning and have limited
knowledge of retirement savings products and management. DB plans
like the PSPP take full responsibility for investment decisions, meaning
less time required planning by members.
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THE NEW WEBSITE IS ON ITS WAY! We’re excited about the
launch of a new, modern PSPP website in 2018. The website will have
an enhanced look and feel with user-friendly navigation — meaning
you can find what you’re looking for faster! Stay tuned.

CONTACTS
IF YOU HAVE QUESTIONS ABOUT...
THE PSPP:
www.pspp.ca

YOUR PENSION BENEFITS:

Alberta Pensions Services Corporation
Member Services Centre
5103 Windermere Blvd. SW
Edmonton, AB T6W 0S9
Active or deferred members: 1-877- 453 -1777
Pensioners: 1-877- 422-4748
memberservices@pspp.ca

THE MEMBER ONE-ON-ONE SESSIONS:
Where you can meet with a member
services information specialist:
View session dates

THE PSP BOARD:

Or would like to submit topics or
member profile suggestions for this newsletter:
board@pspp.ca
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