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Q&A WITH OUR CHAIR NANCY CUELENAERE, PSP BOARD CHAIR
WHAT’S HAPPENED SINCE
THE LAST ISSUE?
Since the last Report to Members in
September, my term has been extended to
June 2017 while recruitment continues for the
most suitable successor. Also, Larry Murray
has been reappointed to the Board. The Board
is excited to have Larry continue as Vice-Chair,
given his many years of pension experience.

DESCRIBE 2016 IN
A NUTSHELL…
Overall, 2016 was an eventful year. Albertans
faced challenges and tragedy with the Fort
McMurray fire and economic instability as a result
of low oil prices. But through darkness comes
light, and I am optimistic that 2017 will be a more
stable year with positive economic outcomes.

YOU’VE ASKED,
WE’RE ANSWERING

WHAT ARE YOU MOST
PROUD OF?
I am proud of the dedication of the Board.
Each of the Board members is passionate about
the value a defined benefit pension provides
to our Plan members. The Board works hard to
diligently manage Plan resources and get the
best results for Plan members.

WHAT DO MEMBERS
NEED TO KNOW?
We have confirmed that, for the fifth year in
a row, members and employers will see no
increase in their Plan contribution rate.

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 tell, we would love to
hear it.

ANYTHING ELSE
YOU’D LIKE TO SHARE?
We have selected new partners to help us
continue to deliver on our promises to Plan
members. George & Bell Consulting Inc. is our
new Plan Actuary, and has started work on
our next actuarial valuation of the Plan as at
December 31, 2016. The results of the valuation
will be available in late June and shared in our
September 2017 Report to Members.
And, our Report to Members got a makeover.
Our refreshed look was developed in
partnership with our new Morneau Shepell
communication team. Their mission: help
ensure our materials are easy-to-read and
engaging — pension information might be
serious and technical — but there’s no reason
we can’t have a little fun! Stay tuned for even
more exciting changes going forward.

CONTACTS
AND NOW A QUESTION FOR YOU, FROM NANCY! 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 and the economy. Please share your story by sending
an email to board@pspp.ca.
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CONTRIBUTION RATES REMAIN STABLE

A LOOK BACK AT 2016

For the fifth year in a row, contribution rates
have not changed:
MEMBERS

EMPLOYERS

On pensionable
salary up to the
YMPE*

11.70%

11.70%

On pensionable
salary above the
YMPE*

16.72%

16.72%

HOW IS THE PLAN DOING?
KEEPING THE PLAN ON
TRACK: Funding Policy Statement
MARGINS: A way to help keep
contribution levels stable
THE PSPP: Let’s look at the

(fun!) facts

LOOKING AHEAD: What we’re
doing in the next 3 years

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

* YMPE stands for Year’s Maximum Pensionable Earnings, which is set by the government
each year. In 2017, the YMPE is $55,300.

BALANCING INVESTMENT RISK AND SECURITY

TARGET ASSET MIX

13%

21%
4%

24%

38%

Our new asset mix policy

nvestment performance has a significant impact on the Plan’s
financial health and contribution rates. The Board regularly reviews
how the Plan assets are invested, and makes changes, as required,
to ensure we’re maximizing our return potential while avoiding
unnecessary risk. On the right, you will see a recap of the asset mix
policy that came into effect April 1, 2016.
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Global equity (38%)

Private equity (4%)

Canadian equity (13%)

Alternatives: Real estate,
infrastructure (24%)

Fixed income (21%)
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EXTRAPOLATION VALUATIONS tell us how the Plan is doing at a
specific date, without adjustments to membership changes since the
last valuation.

ACTUARIAL VALUATIONS must be completed at minimum every
three years and filed with the Canada Revenue Agency (CRA). The
next actuarial valuation of the Plan will be completed as at December
31, 2016. The results will be available later in 2017. Stay tuned.

HOW IS THE PLAN DOING?
he Board frequently reviews the funded status of the Plan
through regular actuarial valuations. That’s a mouthful! But
really, this just means that we look at the difference between:
The Plan’s
assets (funds)

Liabilities (projected costs
to pay pension benefits)

The level of assets and liabilities depends on factors like salaries,
benefit payments, interest and inflation rates, and investment
performance. Currently the Plan has a funded ratio of less than 100%,
i.e., there are more liabilities than assets. But the Board has set
contribution rates at a level that targets reaching a fully funded status
by 2027. Of course, achieving this goal depends on how well our
investments perform in the markets.

FUNDED STATUS

LOOKING AHEAD: What we’re

What is it and why should I care?

YOU’VE ASKED,
WE’RE ANSWERING

The funded status is a measure of how “healthy” the Plan is, that is,
whether there is enough in the pension fund to pay benefits to all of
the members. When the assets are greater than liabilities, there’s a
surplus, i.e., more than enough funds to pay full benefits — that’s good!
When liabilities exceed the number of assets, there’s a deficit — not so
good — and the Board needs to do something to bring assets up to pay
full benefits. This may be done by adjusting contribution rates.

doing in the next 3 years

CONTACTS
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WHAT YOU SHOULD KNOW

about the extrapolation valuation results
In 2016, we completed an extrapolation valuation of the Plan to get
a snapshot of the Plan’s financial health. Here are the highlights:

The increase in the Plan’s
assets in 2015 — good news.

Up from 84% at the last actuarial
valuation as at December 31, 2014.
Also good news!

These positive results were largely thanks to stronger-than-expected
investment performance.
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THE ULTIMATE GOAL OF THE FUNDING POLICY STATEMENT

is to assist us in delivering the earned benefits to members and
beneficiaries while keeping contribution rates affordable and stable.

MARCH 2017

KEEPING THE PLAN ON TRACK
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FUNDING POLICY STATEMENT

A LOOK BACK AT 2016
HOW IS THE PLAN DOING?
KEEPING THE PLAN ON
TRACK: Funding Policy Statement

We are striving to achieve full Plan funding, i.e. a funded ratio
greater than 100% and no deficit. Since we cannot determine with
100% certainty the level of funds we’ll need in the future, we use
a Funding Policy Statement. It’s designed to give us guidance in
making the right decisions by ensuring we Review, Understand,
Follow and Develop.

MARGINS: A way to help keep
contribution levels stable
THE PSPP: Let’s look at the

(fun!) facts

THE ENVIRONMENT WITHIN WHICH THE
PLAN OPERATES

THE FUNDING PRINCIPLES FOR THE PLAN

THE RISKS THAT COULD THREATEN THE PLAN’S
FINANCIAL WELL-BEING

STRATEGIES THAT ASSIST WITH THE FUNDING
OF THE PLAN’S BENEFITS

LOOKING AHEAD: What we’re
doing in the next 3 years

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

PUBLIC SERVICE PENSION PLAN | MARCH 2017

PAGE 4

IN
THIS
ISSUE

THE BOARD’S GOAL is to always act in the best interest of all
Plan members and to maintain stable contribution rates and benefit
levels while promoting the Plan’s long-term sustainability.
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MARGINS: A way to help keep contribution levels stable

Q&A WITH OUR CHAIR

e know how important it is for you to be able to predict
the contributions you need to make to the Plan. The
Board is committed to doing the best it can to keep the
rates stable — as they have been for the past five years.

A LOOK BACK AT 2016
HOW IS THE PLAN DOING?
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MARGINS: A way to help keep
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doing in the next 3 years

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

In the September Report to Members, we talked a little bit about our
practice of building margins into our discount rate assumption. Now
we’re going to take a closer look.

How do margins help?
Your contribution rate depends on the Plan’s financial health. If the
Plan deficit is too high, contribution rates might need to increase to
ensure there are enough funds to pay for all benefits. However,
margins can help guard against a need to increase contribution rates
in years where Plan performance is weak.
The Board has the flexibility to adjust the level of margin based on
market conditions, per rules set in the Funding Policy Statement.
If the Plan assets earn less than expected, the Board can decide
to decrease the margin and sacrifice some of this cushion to avoid
contribution rate increases. Similarly, in strong years the Board
could increase the margin to create a contingency reserve. It’s all
about balance!

WHAT IS A DISCOUNT RATE?
A discount rate is the rate of return that reflects how much the Plan’s
assets are expected to earn over the long term. The discount rate is
then used to convert the value of future pension payments into today’s
dollars. The result is called the Plan’s liabilities. A lower discount
rate results in a higher value for Plan liabilities; likewise, a higher
discount rate results in lower Plan liabilities.
A plan’s discount rate must be realistic to avoid funding issues that
could impact future generations of retirees and plan members. Even
the slightest decrease in the discount rate can significantly increase
liabilities. For example:
1% decrease in discount rate =

16% increase in liabilities

WHAT IS A MARGIN?
A margin is a reduction built into the discount rate that increases
liabilities to provide a cushion in case future benefits are higher
than expected or future rates of return are lower than expected. If the
Plan deficit is too high, margins can be reduced to lower liabilities, which
reduces the deficit and potentially avoids increases in contribution rates.

The Funding Policy Statement has set the target margin at 10% of
liabilities. However, we can work within a range to increase or decrease
the margin as required, depending on the financial outlook of the Plan
at the time.
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YOU MIGHT NOT KNOW THIS, but the PSPP has been around

for 70 years, and is one of the oldest public pension plans in Alberta.
Let’s take a trip down memory lane and check out some facts that
make our plan unique!

MARCH 2017
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A QUICK HISTORY LESSON:
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(fun!) facts
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1947 THE PSPP WAS ESTABLISHED
for employees of the Government of
Alberta, effective April 1, and administered
by the government.

1947

1980 ALBERTA TREASURY
became responsible for Plan
administration.

1980

1973

1993

Alberta Government agencies, boards,
commissions and other approved public
service bodies.

Public Sector Pension Plans Act.

1973 PLAN PARTICIPATION WAS
FORMALIZED for employees of

1993 A NEW BOARD WAS
ESTABLISHED under the new

held its first meeting.

1994

investment management services
to the PSPP Fund.

2008

2002
2002 PSPP STARTED TO BE
ADMINISTERED by Alberta Pensions
Administration Corporation (now Alberta
Pensions Services Corporation).

SOME CURRENT STATISTICS:
ACTIVE

plan members

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

1994 THE PSP BOARD

2008 ALBERTA INVESTMENT
MANAGEMENT CORPORATION
WAS ESTABLISHED to provide

THE OLDEST

AS OF DECEMBER
31, 2016

current pensioner

TOTAL MALES

PUBLIC SERVICE PENSION PLAN | MARCH 2017

PENSIONERS

OVER 100 YEARS OLD
9 females and 3 males

TOTAL FEMALES

DEFERRED

plan members

THE LONGEST

a current pensioner has been
receiving a pension

THE FUND VALUE
as of the end of 2016
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OUR PSPP VISION STATEMENT IS THIS: The Public

Service Pension Plan is a highly valued, reliable component
of compensation recognizing dedicated public service and
contributing to a secure retirement.
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LOOKING AHEAD: What we’re doing in the next 3 years

Q&A WITH OUR CHAIR

HOW IS THE PLAN DOING?

he Board follows effective governance
practices consistent with legislation,
applicable agreements and industry
best practices. Here’s a summary of the key
actions outlined in our 2017 – 2019 Business
Plan to keep the Plan running smoothly:

KEEPING THE PLAN ON
TRACK: Funding Policy Statement

PLAN FUNDING AND
SUSTAINABILITY

MARGINS: A way to help keep

we want to do: Improve the Plan’s
sustainability and funded status.

A LOOK BACK AT 2016

contribution levels stable

THE PSPP: Let’s look at the

(fun!) facts

LOOKING AHEAD: What we’re
doing in the next 3 years

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

we’re going to do it:
Evaluate
the results of the December 31,
°
2016 valuation.
° Monitor, apply and review the Funding
Policy Statement.

INVESTMENT

FISCAL MANAGEMENT
we want to do: Ensure costs are
managed efficiently, effectively and fairly.
we’re going to do it:
° Conduct annual evaluations of service
providers for investment, actuarial and
pension, communications, legal and
governance consulting services.

GOVERNANCE
we want to do: Manage the
Plan effectively.
we’re going to do it:
° Review Mandate and Roles Document.
° Participate in the development of a Pensions
Services Agreement.
° Continue ongoing Board member education.

we want to do: Maximize
investment returns within risk guidelines.
we’re going to do it:
° Monitor investment performance and
compliance with the Statement of
Investment Policies & Guidelines.
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WANT TO FIND OUT YOUR ESTIMATED PENSION AMOUNT?
Visit mypensionplan.ca for your personal estimate and to manage
your pension information.

MARCH 2017

YOU’VE ASKED, WE’RE ANSWERING

Q&A WITH OUR CHAIR

HOW IS YOUR PENSION CALCULATED?

EXAMPLE: Meet Edward

Your pension benefit is based on your years of service, your highest
average salary and a legislated benefit rate. The benefit rate is a
percentage of your highest average salary for each year of pensionable
service. For PSPP, the benefit rate is:

Let’s see how the pension calculation works, using the
following data for Edward:
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YOU’VE ASKED,
WE’RE ANSWERING

• Retirement in 2016 at age 65
• Highest average salary earned: $70,000

Of your highest average salary earned up to the
matching average Year’s Maximum Pensionable
Earnings (YMPE) times your years of PSPP
pensionable service; and

• Average YMPE: $52,440

Of your highest average salary above the
matching average YMPE, times your years of
PSPP pensionable service.

• 1.4% x average YMPE x years of pensionable service:
1.4% x $52,440 x 20 = $14,683.20

Highest average salary refers to your highest average pensionable
earnings during five consecutive years.
YMPE stands for Year’s Maximum Pensionable Earnings, which is
set by the federal government each year. In 2017, the YMPE is $55,300.

• Years of pensionable service: 20

Edward’s pension calculation:

• 2% x (highest average salary earned — YMPE)
x years of pensionable service:
2% x $17,560 x 20 = $7,024

Edward’s total pension:
• $14,683.20 + $7,024 =

CONTACTS

($1,808.95 PER MONTH)
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IF YOU HAVE QUESTIONS ABOUT...
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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

YOU’VE ASKED,
WE’RE ANSWERING
CONTACTS

THE PSP BOARD

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