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Message from the Board Chair
I have been a member of the Special
Forces Pension Board for 11 years, but
I have never quite seen an investment
environment like that of today. Living
in Alberta, it’s hard to ignore the price
of oil and the impact this commodity
has on our economic climate. We
have low interest rates, sure, but
we’ve seen these repeatedly in recent
history. However, after you factor
inflation into the mix, interest rates are effectively below zero in
Canada. Negative real interest rates. Definitely unusual.
2015 was a challenging investment year for our Plan. It started
out strong, but slid somewhat due to market volatility. Despite
that, our investment manager, AIMCo, did an outstanding job of
keeping our returns above the Board’s desired minimum. Given
that defined benefit pension plans like SFPP rely on investment
returns to fund about 80 cents of every pension dollar paid,
investments really matter. In our next newsletter, we will give
you an overview of investment highlights from our 2015 Annual
Report. Right now we are waiting for the year-end results and
will share them with you once we receive them.
At the time I write this message, our Board is still waiting for
our four outstanding appointments to be approved by the
Government of Alberta. Until at least one of these appointments
is approved by Order in Council, the Board does not have
quorum and can’t make Board decisions. Recognizing the risk
this creates, the Board has been in contact with Alberta Treasury
Board and Finance to arrange a meeting with the Minister.
During this meeting, we also hope to obtain official messaging
about the Government’s position on public sector pension plans.
As soon as I have news to share on either of these two items, I
will post an update to www.sfpp.ca.

www.sfpp.ca

Regardless of the challenges described above, I believe that
2016 will be a productive year for the Board. We will welcome
at least two new Board members and will assist in their
development. 2016 is also a valuation year, which means the
Board will be working with its actuaries to set assumptions and
produce an actuarial valuation report current as at December 31,
2016. This report will help us determine the funded status of the
plan and will determine whether or not the current contribution
rates remain adequate to support the Plan over the longer-term.
The actuarial valuation will be filed with the Canada Revenue
Agency (as required by law) and also shared on our website
when it is finalized, which will be mid-2017. Finally, we hope to
bring you enhanced transparency and Board communications
throughout 2016. This newsletter is one of the tools we use and
I hope you find the topics of interest to you.
Denis Jubinville
Chair, Special Forces Pension Board
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Paying Pensions
Within 30 Days

– New Goal of Plan Administrator
Making certain that new pensioners receive
their first pension cheque within 30 days of
their retirement date has become a top
priority for Alberta Pensions Services
Corporation (APS) in 2016. APS is the
entity that administers the SFPP’s pension
benefits, including processing retirement
applications in conjunction with your
employer.
“One in three Canadian households lives
paycheque-to-paycheque,” says Karen Adams, APS CEO. “It’s
important to remember that this includes people we are close to,
such as our friends, neighbours, the nurse who treated your kid, or
your bus driver. When we think about it this way, it hits home the
importance of what we do at APS.”
In the past, some SFPP retirees have had to wait up to three
months or more for their first pension cheque to arrive. This delay
can cause real worry for those who need a regular income to
cover daily living expenses and unexpected bills. Concerns were
voiced to the Board in 2015 and we discussed the issue with APS,
asking that something be done to improve turnaround times.
APS has not only made faster processing a priority, it has become
a corporate goal included in the organization’s 2016-2017
business plan with success measures and corporate scorecards
now in place. In 2016, it hopes to pay a new retiree within 30
days of his/her retirement date at least 75% of the time. As a
comparison, in 2014 APS was paying the first pension cheque
within 30 days only 28% of the time.
The change with the biggest impact to retirement processing
turnaround times is that APS will no longer wait for employers to
process member termination information prior to commencing
pension payments. If a member submits completed
documentation to finalize their pension, APS will pay “preliminary
pension payments” until the employer processes the necessary
termination to “finalize” the benefit. Some delays will still exist
in certain unique cases, like where incomplete documentation is
submitted or if a retiring member is also going through a divorce
and waiting for a matrimonial property order from the courts.
How has APS done so far in their commitment to this goal? The
first phase of improvements was actually implemented in the last
3 months of 2015. Statistics for these 3 months show significant
progress. On average, the 30 day goal was met 68% of the time
and in the first two months of 2016 the average has been 75%.
This is much improved from the 28% average in 2014.
We hope SFPP members will be pleased to see the commitment
of the administrator to this initiative and notice improvements
in service as well. The Board will continue to work with APS
to provide improved service to SFPP members entering their
retirement.

Ask Liz a Question
Q. I’m curious about overall SFPP membership. What is
the breakdown of members by police service?
A. As you are probably aware, the Calgary and Edmonton
Police Services make up the two largest groups of SFPP
members, followed by Lethbridge. The picture below shows
you the breakdown of Plan membership by employer.
Active

Employer

Pensioner

Deferred

Edmonton

1848
86

Camrose

954

28
4

Lacombe

20

15
2

14

Medicine Hat

115

Calgary

2146

8

71

85

1049

Lethbridge

Taber

2

2

13

169

4

14
Total
(as at Dec 31, 2015)

4334

189

2203

WHAT IS A DEFERRED MEMBER? A member who is no
longer employed by a Plan employer and has left contributions
in the Plan, but has yet to reach retirement and choose a
pension option.
Additionally, I found the following statistics regarding the ratio
of male to female members and pensioners quite interesting.
I hope you do, too.
Gender Distribution
of Active Members
(2014)

Gender Distribution
of Pensioners (2014)
4%

18%
82%
Male

96%

Female

If you have any questions, please don’t hesitate to contact us.
Questions? Email ask.liz@sfpp.ca
Liz Doughty is the Managing Director of SFPP
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2016 Cost-of-Living Adjustment Increase
A cost-of-living adjustment (COLA) helps SFPP pensioners offset
the effects of inflation on their pension payments and are granted
each year in January. COLA increases are automatically applied
to your pension payments and become part of your basic lifetime
pension. If you retired in 2015, you will receive a prorated portion
of the increase.
For service earned before 2001, SFPP pensioners are guaranteed
COLA at 60% of the Alberta Consumer Price Index (ACPI). As of
January 1, 2016, this means a 0.72% increase on base pensions
for service earned up to December 31, 2000.
Service earned after December 31, 2000 has “target COLA”,
which means the Board funds and expects to pay COLA equal
to 30% of ACPI, but may choose not to in cases where financial
returns fall short of expectations. The Board annually reviews
relevant factors to determine if target COLA will be granted. In
December 2015, the Board determined that it will pay post-2001

COLA at 30%. This means that as of January 1, 2016 there is a
0.36% increase on your base pension for service earned after
December 31, 2000.
Calculation of the percentage increases is somewhat complicated,
but what you need to know is that it is based heavily on the
ACPI. The ACPI essentially tracks inflation, reflecting what an
average Albertan consumer would pay for a fixed basket of
goods and services. These are things such as groceries, retail
goods, entertainment, and living expenses like rent and mortgage
payments. The chart below outlines the different components and
their relative weights.
You may be curious: what happens if the ACPI doesn’t increase
and is actually below zero (negative inflation)? Rest assured,
your pension will not be reduced. There will simply be no January
COLA adjustment and your pension will remain the same as the
year before.

Components of ACPI

Clothing & Footware

6%
Health & Personal Care

Recreation, Education
& Reading

11%

Household Operations
& Furnishings

12%

5%
Alcoholic Beverages
& Tobacco Products

3%

Food

16%
Shelter

26%
Transportation

21%
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Building Equity into the Plan
Improving Plan member equity is one Board principle in
its review of the SFPP’s benefit design when determining if
the Plan is sustainable in the long term. We have talked in
past newsletters about sustainability; that is, will the SFPP
have enough money to pay the current benefits to all future
pensioners absent any changes to benefits and contribution
rates?
Reviewing equity is also part of risk assessment and mitigation.
However, it is important to note that total equity is not an
achievable target in a defined benefit (DB) plan. Therefore, the
tolerance zone for inequities, which may include target levels
of allowable inequities, must be realistic and based on the
sponsors’ mutual responsibility for the Plan. In layman’s terms,
a “sponsor” is any party that pays money into the Plan. This
means you are a sponsor as a member, as is your employer.
In examining Plan equity, the Board’s intent is to try to provide
all members of the Plan retirement benefits that are relatively
equal to what other Plan members receive when taking into
account differences in age, salary and years of service. To help
understand why a pension plan can rarely, if ever, be completely
equitable, not only would the plan text have to be free of any
inherent inequities but the member experiences would need
to be identical ... same age, join at the same time, retire at the
same time and die (stop receiving a pension) at the same time.
The Board can’t do much about the differences in age, salary,
service and life expectancy, but we can address any inherent
inequities in the Plan that gives relatively more benefits to some
members than others given the same contributions they both
make.
Traditionally, the SFPP benefits have been managed as
guarantees in that the security of the benefit is ultimately
dependent on the combined ability and willingness of Plan
sponsors to pay the required funding level, whatever the cost.
If the required funding is not available, for any reason, then
benefits must be cut or changed.

Maintaining a DB plan with a guarantee like this can result in
intergenerational inequity with active members paying the
price either directly or indirectly. How? In its simplest form, it’s
the active members that bear the greater financial burden to
scrape up the extra contributions to meet the levels of funding
required. But there are other impacts too.
What does all the above mean? The Board is looking for new
ways to manage this pension plan – it’s no longer about just
managing assets. It’s about managing the whole pension plan
– assets, liabilities, and funding – in the context of an entire risk
budget.
To gain a deeper understanding, we need to start back in 1979
when the SFPP was created. SFPP members were previously
in the LAPP plan. Benefit design was based on a model when
demographics and economics were much different than
today! Jump forward 36 years, and the financial situation of
DB pension plans in general has deteriorated. The very high
investment earnings of the 1970’s are now a distant memory,
and some plans have taken steps to support their members’
benefits. An example of this can even be found in the SFPP, with
the target Cost-of-Living Adjustment (COLA) being set to 30%
of inflation for service after 2000. Many other public sector
plans across Canada also use conditional inflation indexing like
this.
The chief factors behind deficits have been volatility in
investment returns, rising longevity and reductions in
expectations about future asset returns resulting in part from
falling interest rates. Plan maturity, which is reflected in a
declining proportion of active versus retired members, causes
those deficits to become more difficult to handle (over a smaller
active contributing member base). Furthermore, the impacts
of plan maturity are made worse by rising longevity due to
advances in medical science. Longevity is an important issue for
pension plans that pay for the full lifetime of a member. These
plans now have to pay pensioners for longer timeframes than
ever anticipated when the SFPP was created in 1979.

VS
EQUALITY

EQUITY
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Building Equity into the Plan Continued
The Board has the following risk levers available to rebalance
the funding position:
•

Increasing contributions (those of active members,
employers, or both)

•

Reducing the value of future benefit accruals (this would
impact all current and future active members, usually as of
a certain date with reasonable notice)

•

A combination of the two items above

The Board is aware of the potential larger burden that active
SFPP members could bear and is reviewing member equity with
the backdrop of current member demographics and economics.
The Board’s focus in its risk assessment is looking at areas
where the risk of inequity could be reduced. Like any other risk
associated with a pension plan, inequity needs to be explicitly
managed. In managing this risk, the Board seeks to always
improve member equity in the SFPP and enhance fairness
whenever possible.

The following broad types of inequities have been reviewed and will continue to be
considered by the Board in addressing risks to the Plan.
Intergenerational Equity
Intergenerational equity is about protecting the future from the claims of the present. For pension plans, the concept of
intergenerational equity arises when there is talk of deficit sharing, as the manner in which deficits are shared can give rise
to inequities. Specific to the SFPP are two funding items: the pre-1992 unfunded liability payments by active members and
60% COLA granted for service prior to 2000. Members who joined after 1992 are paying for shortfalls in the contributions
and returns for a period before they even joined. Younger members may feel that they are paying more into a pension plan in
order to fund higher benefits to pensioners who are living longer.

Value Inequity
There are other equity issues which are not strictly intergenerational equity, but are of value to members. An example would
be that of terminating members electing to take a commuted value lump-sum payment rather than choosing to take a
pension at a later date. The commuted value formula is designed to capture the value of early retirement subsidies for those
who don’t take a pension. This can be a significant cost to the Plan, and may result in a burden on the remaining members.
Members who join the Plan in their early 20’s and retire at the earliest ages (for example, before age 50) represent a higher
cost to the SFPP than members who are hired at an older age and as such are not able to retire until later. So, members can
receive disproportionate value from the Plan, although everyone pays the same contribution rates.
The SFPP’s bridge benefit can also be considered in terms of equity. As a reminder, a bridge benefit of 0.6% is added to the
lifetime benefit of 1.4%, and is paid from retirement until the age of 65. A person who retires earlier may get more out of this
benefit from the way it is structured. As an example, perhaps a more equitable solution would be providing a bridge benefit
for a set timeframe after a member retires, like 5 years (and prior to age 65 only).
Another feature of the pension plan which we can look at from an equity standpoint is the survivor benefit. To be able to
provide for your families when you are no longer around, the SFPP offers a benefit to surviving spouses – if you have a spouse
at retirement, you can choose to have 65% of your pension continue to be paid to your surviving spouse after you die, with
no change to your own pension amount. This is a benefit that only Plan members with a spouse at retirement can take
advantage of. But, without this provision, Plan members who want to provide a benefit to their spouse after they die would
need to reduce their own pension for the length of their retirement, which is required by some other pension plans, but is not
something we want to have to ask our members to do. This example highlights how the Board has to look at all angles, when
considering issues of this type.

Upcoming topics:
2015 Statistics
Highlights from the 2015 SFPP Annual Report

Retirement Income
Understanding retirement income sufficiency
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Dividing your Pension on Marital Breakdown
Getting divorced? Have a pension? Here’s what you need to know.

This article provides general, high-level information about pension division on marriage breakdown as
found in the SFPP legislation. It is important to review the more detailed information on pension division
found on www.sfpp.ca for a better understanding and steps to take in your own personal situation.
When you’re going through a divorce, your pension is probably
not at the forefront of your mind. But did you know that
the money you put into your pension during your marriage
is considered part of the “family property” in the event of
marital breakdown? Since your pension benefit is considered
matrimonial property, a division of your pension benefits may
take place as part of your divorce settlement.
The Matrimonial Property Act of Alberta sets out specific
guidelines with regard to the division of property of legally
married partners whose marriage has broken down. For
simplicity, these partners will be called spouses for the
remainder of this article. It should be noted that persons in
adult interdependent partnerships (known as “AIPs” and are
frequently called common law partners in everyday usage)
are not covered under the Matrimonial Property Act and are not
eligible for a division and distribution of pension benefits on
relationship breakdown.
The SFPP legislation sets standards for the terms of a spouse’s
share of a pension entitlement and allows members’ spouses
to take their share of the member’s pension entitlement in a
one-time lump sum payment. In most cases, the payment is not
a “cash” payment to the member’s spouse; it must be made to a
Locked-in Retirement Account (LIRA).

However, the legislation does not require that the spouse’s share
be distributed by a transfer from the pension plan or a splitting
of the pension. The spouse’s share may be satisfied by mutual
agreement to trade other assets of equal value.
An important first step is to determine the value of your pension
benefit, which will be used when determining the total value of
matrimonial assets for the purpose of division and distribution.
This information can be obtained from SFPP’s administrator,
Alberta Pensions Services Corporation (APS), on request.
Specific information is required from you in this written request,
which is listed on the SFPP website. You should also note
that legislation states that APS is required to provide pension
information to both you and your spouse, when requested by
either of you. Send this request to:

SFPP c/o Alberta Pensions Services Corporation
5103 Windermere Blvd. SW
Edmonton, AB T6W 0S9
Secure fax: 780-421-1652
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Dividing your Pension on Marital Breakdown Continued

Key features of marital breakdown legislation
affecting SFPP are as follows:

Every situation is
unique and yours is

1

2

3

4

APS is required to divide and distribute a pension only when an original or
court-certified copy of a matrimonial property order (MPO) has been filed
with APS and as the MPO directs. Division is to be by lump-sum payment,
unless payment of your pension has already commenced. When division is to
be by lump-sum payment, the earliest your pension can commence is the
day after your MPO was granted by the court.
The spouse’s share that can be paid out of SFPP is limited to 50% of the value
of the benefits earned during the period of joint accrual (normally the time
you were married and not separated) as established by the MPO.
Benefits paid to a spouse pursuant to an MPO will result in an appropriate
adjustment to the member’s entitlement. Otherwise put, your pension
payments in retirement will be reduced to reflect that a portion of your
pension was divided and distributed to your spouse.
For active members, SFPP legislation allows for an immediate lump sum
payment of the spouse’s share of pension entitlements accrued during the
matrimonial relationship to be transferred out of the Plan upon the filing of
an MPO. If the member’s share is locked in (i.e. the member is vested), the
share is not available as a cash payment and must be transferred to a LIRA.
If a member is vested and is within 10 years of pensionable age, the spouse
can choose to delay the distribution of their share until the member triggers a
benefit payment upon terminating from the pension plan. The lump sum will,
at that point, be transferred to the spouse’s LIRA.

too. It’s important
that you educate
yourself on the
different pension
division options
available and
consult appropriate
professionals
throughout the
process.

If you are working with a lawyer make sure that they know you are part of a defined benefit (DB) pension plan. DB plans are not
common in Alberta, and not every lawyer knows how to work through pension division. Point out the Instructions for Lawyers
page, which can be accessed through the SFPP website, to get them started.
Every situation is unique and yours is too. It’s important that you educate yourself on the different pension division options
available and consult appropriate professionals throughout the process. If you have questions about your specific situation,
you can start by phoning the SFPP Member Services Centre at 1-877-809-SFPP (7377).
Please note that this article is not meant to replace legal advice. Every situation is unique and you should consult appropriate professionals to fully understand your entitlements
and transfer options.
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SFPP EMPLOYERS
CONTACT US

The City
of Calgary

The City
of Lacombe

The City
of Camrose

The City
of Lethbridge

The City
of Edmonton

The City
of Medicine Hat

The City
of Lacombe

Special Forces Pension Board
5103 Windermere Blvd SW
Edmonton ABThe
T6W
0S9
The City
City
The Town
of Lethbridge

of Medicine Hat

www.sfpp.ca

of Taber

The Town
of Taber

If you have questions about any information in this newsletter, how the Plan is run, or if you would like to submit comments or
future topics suggestions, please send an email to board@sfpp.ca.
If you have questions related specifically to your benefits, please contact the SFPP Member Services Centre: active or deferred members
may call 1-877-809-SFPP (7377) and pensioners may call 1-877-422-4748. You can also email memberservices@sfpp.ca, but please
do not include any sensitive personal information.
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