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As we look back over the last year and 
prepare for 2015, we are confident 
about the future of our Pension Plan 
and we want you to feel confident too. 

Recent headlines about fluctuating oil 
prices have led to worries about the 
strength of the Alberta economy and 
less than stable investment markets. 

But as unsettling as those headlines may be, we don’t want you 
to start doubting the security of your pension. 

Later in the newsletter we explain how pension plans like ours 
take a long-term approach to investments and Plan funding and 
how that helps over time with shifts in the price of oil or other 
market fluctuations.  Please take a couple minutes to read about 
that and you may find the headlines less worrisome when it 
comes to your pension. 

I have good news to share with members, employers and retirees. 
Contribution rates will remain the same in 2015, which means  
you and your employer won’t have to dig any deeper into your 
pockets to help fund your pension. In addition, the cost of living 
allowance (COLA) will be granted this year, helping provide some 
inflation protection for retirees. 

Contribution rates and COLA increases are set by the Board after 
an independent actuary does an analysis to determine how much 
money the pension plan needs to pay future pensions. That analysis 
is called an actuarial valuation and you can read more about it inside 
the newsletter as part of our Pension Simplified series. 

Finally, since we last reported to you on plans by the Alberta 
government to reform pensions, the new Premier has “wiped  
the slate clean” on pension reform.  Although government still 
expects public sector plans to be sustainable, it has decided to 
let the people paying for those plans have more of a say in how 
that will be done. You can read more about that and what 
SFPP is currently doing about sustainability on page 4. 

On behalf of the Board, I wish you all a safe and prosperous year 
in 2015.

Roger Rosychuk, Chair, SFPP Board
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At SFPP we are all about the long-term. When stock markets 

fluctuate or when the price of oil goes up or down, we neither panic 

nor celebrate.  We keep a cool head, pay attention to long-term 

trends and focus on long-term goals.

When it comes to investments we have a diversified portfolio that 

is designed to balance risks. We balance risk between types of 

investments and we balance risk over time and across the globe. 

We exist to pay retirement benefits for many years to come, so we 

take a long-term approach to that too. When it comes to funding 

future pensions, we use a strategy that allows us to smooth out 

our short-term gains and losses and, whenever possible, build a  

bit of a cushion for tougher times down the road. 

This year, our strategies have resulted in a stronger funded 

position for the Plan. We are steadily closing the gap between  

the assets we have on hand today and the assets we will need to 

cover decades of pensions payments to our future retirees. For 

2015, that stronger funded position means good news for 

members, employers and retirees. 

For members, and employers it means no increase this year in the 

contributions you make with each paycheque. For retirees it means 

granting a 2015 Cost of Living Allowance (COLA) to help protect 

the value of your pension from inflation. 

How about those declining oil prices?

Ask Liz a question
Q: Does the Province guarantee our pensions?

A: Special Forces Pensions are secured by payroll 

contributions from members and employers and by the 

investments earned on those assets. Employers and police 

members share in the rewards and the responsibility for 

ensuring promised pensions are properly funded. Although 

the provincial government is still contributing a small amount 

each year toward the Plan’s pre-1992 unfunded liability, the 

Province is not responsible for covering any current service 

costs or other post-1991 liabilities. Currently contribution 

rates are 14.55% of pensionable salary for employers, 13.45% 

for employees (plan members) and 1.25% for government 

(for pre-1992 only). 

Questions? ask.liz@sfpp.ca

In all, our strategies for funding and investments are paying off, as 

we remain steadily focused on the long-term. While we are aware of 

fluctuating oil prices and swings in the value of the Canadian dollar, 

we continue to balance risks as part of a long-term plan. We make 

strategic adjustments when appropriate and we stay focused on 

the long-term.

mailto:ask.liz%40sfpp.ca?subject=Ask%20Liz
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Your pension simplified
How are contribution rates calculated?

Every newsletter we take one aspect of the SFPP pension 
and try to simplify it as much as we can, to help you 
understand your pension a little better.  This time we  
discuss how contribution rates are calculated and what  
part an actuarial valuation plays in that process.

As complicated as pensions can be, they don’t get more  
complex than when it comes to calculating how much you 
and your employer will pay in contributions each year.  

That kind of calculation looks 70+ years into the future and takes 
a lot of math, using very complicated models and formulas. Even 
pension experts can’t do that kind of math. That’s why we hire a 
special kind of math expert called an actuary. 

The actuary’s job is to take a whole lot of information we know 
about today, a whole lot of information we learned in the past and 
come up with some fact-based assumptions about how things 
will go in the future. That includes making assumptions about 
how long members like you will work, how long you will live and 
how much you will earn. It also includes making assumptions 
about investment returns, interest rates and inflation rates, but 
we will get to that in a second.

All that information is then poured into mathematical models 
using complicated formulas. When the information comes out  
the other end, it provides an answer to the most important 
question for a pension plan – how much money do we need 
today to cover the cost of future pensions for everyone currently 
enrolled in the plan? 

Once we know that cost (also known as the pension liability)  
it makes it easier to decide how much we will need to set aside 
this year to make sure we stay on track. But that part is also 
complicated and requires the help of an actuary. To calculate  
how much we need to earn this year depends on assumptions, 
like investment returns, interest rates and the rate of inflation.

At SFPP we hire an independent actuary to do all this analysis for 
us. The actuary produces a report called an actuarial valuation 
and specifically identifies what kind of assumptions are being made 
and includes it in the report. With all that information the Board will 
decide how much money needs to be raised through contribution 
rates in order to properly fund the Plan for another year. 

Of course not all of the money that pays out retiree benefits come 
from the pockets of members and employers. In fact it might 
surprise you to know that as much as 85% of it comes from the 
money earned by pooling those contributions in a pension fund 

and investing them, along with all accumulated assets, to grow 
the pension fund over time. 

So based on all the assumptions we discussed above, the 
actuary will advise the Board on how much of the money needed 
will come from investment returns and how much needs to come 
through contributions paid by you and your employer.

The results of the Board’s latest valuation, completed a few 
months ago, holds contribution rates at current levels so there 
will no increase in the rates you pay for 2015. What will future 
years bring? The answer to that question will come from starting 
all over again next year with updated assumptions and a new 
actuarial valuation report. But we leave the math to the actuaries!

Upcoming topics:

Defined Benefit Advantage –  
what is a defined benefit (DB) pension plan exactly?

Understanding External Factors –  
what realities can help or hinder the Plan?

Risk? What Risk? –  
understanding challenges to pension sustainability
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In January, SFPP Board Members met with President of Treasury Board and 
Minister of Finance, Robin Campbell, to talk about his mandate letter from the 
Premier. The letter instructs the Minister to “address the competiveness of  
Alberta public sector plans and ensure they are sustainable.” 

At this meeting, which included other pension plan Boards, the Minister said 
government was taking a “fresh approach” to pension discussions and shared  
his vision that public sector pensions should be “sustainable, well-governed and 
well-understood.” He said government will not be the one to determine what 
sustainability and governance will look like for each plan. That will be up to 
employer and employee representatives to decide. 

The Minister said each plan would progress at its own pace. He acknowledged  
that SFPP is already well down the road of working together with representatives 
to discuss governance and sustainability. As for ensuring the Plan is well 
understood, we will continue to use this newsletter, and materials posted to the 
SFPP website, to help you to understand your pension better. So stay tuned!

Our key message remains the same. The SFPP Board continues to work with your 
representatives to keep your pension plan sustainable. In fact, that work started 
long before the government got involved. We formed a committee of stakeholders 
to represent you and we did a lot of work with our actuary to identify future risks 
and fully understand the financial position of the plan. The efforts of the stakeholder 
group provided a solid foundation on which to build a sponsor committee to 
formally represent the members and employers who pay into the plan.  

The SFPP Board believes strongly that sponsors need a say in how the plan 
is governed, what the pension benefits should be and how the benefits 
should  be funded. We were very encouraged to hear the Minister believes in 
the same approach. The key to sustainability for SFPP is to be “Masters of 
our own  destiny,” shaping our Plan to meet our needs for the future of our 
members. 
Watch for updates on our website at www.SFPP.ca
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