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Did you know?
Last year, LAPP collected twice as much in 
contributions as it paid out in pensions.

It also generated about three times as much 
in investment revenues.



As we prepare for quality time 
with our loved ones this hol-
iday season we should take 
time to remember the many 
families in Alberta who are 
facing tough economic times.  

More than 35,000 Albertans 
have lost their jobs since the 
global collapse in oil prices. 
The downturn has led to 
significant cost-cutting by the 

energy sector that once fueled our provincial economy.

As yet, there is no indication when things might return to 
normal or whether we will have to adjust to a new eco-
nomic reality.  At LAPP, while we wait to see what the fu-
ture brings, we continue to monitor and manage the risks 
created by economic uncertainty. We remain focused on 
protecting your pension. 

We know that reduced activity in the private sector 
typically leads to more restraint in the public sector, as 
governments adjust spending to reflect current realities. 

We also know that public sector workers in health, educa-
tion and municipal operations (our LAPP members) are as 
susceptible to economic shifts as they are to the winds of 
political change. That much we can predict from history. 

During uncertain times like these, however it is reassuring 
to know that your retirement security isn’t dependent on 
volatile oil prices. You and your employer are securing 
your retirement income every month through the payroll 
contributions paid to your LAPP pension. 

It is a costly investment for you and your employer, but it 
is one that will pay you a fixed pension for as long as you 
live. That is the advantage of having a defined benefit (DB) 
plan. The longer you work and the higher your salary be-
comes, the more your pension will grow until retirement, 
despite how well markets are doing at any point in time.

Another advantage of belonging to a DB plan is the ability 
to plan ahead for the kind of retirement you want.  De-
pending on whether you want to travel the world or just 
stay home close to family, you will be able to estimate 
your income in advance of retiring and will know how 
much more you should save to fund the lifestyle you want. 

Those who have a defined contribution (DC) plan will 
have an uncertain amount in a retirement account that 
will depend on how well investments are doing at the 
time they retire, much like RRSPs (registered retirement 
savings plans). 

Unfortunately, many people with DC plans and RRSPs 
had to postpone their retirement after the global recession 
hit in 2008 because they lost much of the money they had 
saved. Those in a DB plan like LAPP’s were able to retire 
as scheduled because their pension income was based 
on salary and years of service and didn’t fluctuate with the 
stock market.

Everything else aside, one of the best reasons for valuing 
your LAPP pension is to remember that you contribute 
an average of 11% to 12% of your salary to your pen-
sion year after year. That is a considerable investment in 
your retirement. Your employer helps by matching your 
contributions and paying an extra 1% on top. They offer 
a workplace pension as an employment benefit to attract 
and retain qualified staff over time. 

All the contributions are pooled together and invested in a 
diversified portfolio to earn enough money to pay out pen-
sions for the lifetime of all members in the Plan. The result 
is that investment earnings cover about 75% of pension 
benefits with contributions contributing about 25%. In ad-
dition, investment costs are significantly reduced because 
of the power of pooling.

This is all important information for LAPP members to 
know and I hope you will share it with others and advo-
cate on behalf of your pension every time the subject 
comes up. 

Public sector pensions will continue to be challenged go-
ing forward, especially in tough economic times like these. 
It will be up to all of us to remind the challengers that DB 
plans are the most efficient, effective way of providing a 
satisfactory income in retirement that will last the rest of 
one’s life.

LAPP is a Plan worth protecting and we all have a part to 
play in making that happen.

Terry Agoto 
LAPP Board Chair

Message from the Chair

Katlynn Verwoerd,  Combined Laroratory  
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What is an actuarial valuation?

“Why is a change in  
governance so important?”

Understanding LAPP Governance
At LAPP we work with an independent actuary to do a 
funding valuation every year. We do it to make sure we have 
enough money today (at the time the valuation is complete) 
to pay out all future pension benefits to current plan members 
and retirees. That’s a long look ahead, more than 70 years into 
a future that no one can predict today. 

We don’t have a crystal ball and we can’t say exactly what 
will happen, but an actuarial valuation is a bit like a powerful 
telescope. When properly adjusted and viewed on a regular 
basis, it can help us see things at a good distance and prepare 
us for the future. 

The adjustments we make to our telescope lens are the 
assumptions we make about what lies ahead. We make 
assumptions based on what we know to be true today and 
what we have experienced in the past. Those assumptions 
are based on a lot of data (economic and demographic) and 
include predictions about things like:

• Investment returns
• Salary increases
• Interest rates

Some assumptions are used to calculate the value of Plan assets 
(investment fund plus contributions) and some assumptions 

A proper governance structure, with roles and responsibilities 
clearly defined, helps to ensure a pension plan remains strong 
and healthy. LAPP has a very complicated governance structure, 
with many players in the mix. None of these players have full 
authority and responsibility for the Plan. In fact, the current 
governance structure places all of the risk in the hands of 
Plan members and employers, while giving them no power to 
oversee Plan administration, Plan investments or Plan design. 

LAPP’s Board has long believed that governance must be 
addressed on a priority basis. We have been urging the Alberta 
government to address this imbalance of risk and authority 
for more than 20 years. Recent developments in the pension 
discussion with Government indicate that change might finally 
be coming. As an employee who pays into the Plan, you share 
the risks and rewards with other members and employers 
and we want you to understand how it works.

In our complex structure, the Minister of Finance is the 
official trustee of the plan, with final decision-making 
authority over most things. However, since the early 1990s, 
your pension has been secured by assets.
 

are used to calculate the cost of current and future pension 
obligations (Plan liabilities). The actuary then compares the assets 
to the liabilities and determines whether the plan is properly 
funded. If not, contribution rates may need to be adjusted to 
cover the shortfall.

LAPP’s Board recently filed an actuarial valuation for the Plan 
at December 2013. One of the assumptions that had to be 
updated was related to how long people are living. LAPP had 
to apply the new public sector mortality tables released by the 
Canadian Institute of Actuaries and change the assumptions 
we were making for pension payouts owed to all members 
and retirees currently in the plan. 

The cost would have translated to a 2.5% increase in 
contribution rates if not for the fact other assumptions in the 
list to the left also changed to balance things out. As a result, 
contribution rates will stay the same for 2015, and very likely, 
for 2016 as well.

While Plan assets are growing, liabilities are growing too  
and LAPP is currently about 82% funded. This means the gap 
between our assets and our pension obligations, known as 
the unfunded liability, is about 18%. That unfunded liability is 
being paid off through contribution rates over a 15 year payment 
period. If no new unfunded liabilities are added between now 
and then, the Plan will be 100% funded January 1, 2029. 

Put simply, an actuarial valuation is the most important gauge 
we have to measure the financial health of our pension plan. 
Whenever we review audited financial statements we are 
looking backwards. When we complete an actuarial valuation, 
we are focused on the pension plan’s future. 

You can look at LAPP’s actuarial valuations on our website at 
www.lapp.ca. You will also find information on LAPPs Finances, 
Investments and Funding Strategy by clicking on the gold button 
on the Home page called About LAPP.

A LAPP pension has value.

Message from the LAPP Chair 
On behalf of the LAPP Board of 
Trustees, I bring Season’s Greetings 
to you and your family and wish 
you good health and prosperity in 
2015. The past year has been a busy 
one for LAPP and I wanted to update 
you on some of our activities.

In our July newsletter we shared 
highlights from our 2013 Annual 

Report and we were pleased to announce a strong return on 
investments (11.4%). Though positive news for us, the 
audited financial statements are but a point-in-time snapshot 
of our financial position at the end of each year. To truly 
understand the financial health of the Plan, the Board reviews 
the experience of the past, does some forward-looking 
analysis and completes an actuarial valuation each year to 
make sure the Plan is appropriately funded. The goal is to 
ensure the Plan remains strong and stable into the future. 

You will read more about the valuation elsewhere in this 
newsletter, but I wanted to acquaint you with it because this 
year we were required to adopt new mortality tables from 
the Canadian Institute of Actuaries. The new tables present 
a challenge because they reflect that people today are living 
much longer than expected. While that is excellent news for 
all of us, it is very costly for the Plan because it means we 
have to set aside more money today to meet the growing 
pension obligation of tomorrow. 

As it turns out, the new tables added almost 2.5% to Plan 
costs but fortunately the increase was absorbed by other, 
more positive changes in our economic and demographic 
experience. So the good news is there will be no increase in 
your contribution rates for 2015 and likely, no need for any 
increase in 2016 either.

While it all ended well, the sudden addition of new costs is a 
timely reminder of how important it is to have a plan for dealing 

with unforeseen events.  It is why the Board is constantly 
engaged in risk management. We are cautious in our approach 
and we work to price the plan appropriately. We continue to 
build a financial cushion against risk, which we call margin, and 
we do everything we can to safeguard future pension benefits. 

Other Board activity this year included providing feedback to 
Government on its proposals for pension reform. Government 
has withdrawn its proposed set of changes to public sector 
pension benefits and has promised to include employer and 
member representatives in a new discussion on the 
competitiveness and sustainability of the pension plans. 

Moreover, under the leadership of a new Premier, Government 
has decided to make progress on a proper governance structure 
for LAPP so employers and employees are properly represented 
at the table. The Board sees this as a very positive development 
and has pledged to work with government and stakeholders 
to do what it can to aid in this process.

Finally, after a very thorough and competitive selection process, 
the LAPP Board is pleased to announce the appointment of a 
new CEO for LAPP, Christopher Brown. While we welcome 
Chris to the helm, we also want to express our thanks to former 
CEO Meryl Whittaker, who left us July 2014 after 15 years of 
excellent service to LAPP. We would also like to thank our VP 
of Investments, Laurence Waring, who filled in as Interim CEO 
for the past six months.

Terry Agoto
LAPP Board Chair 

The Plan’s assets include what you and your employer  
pay into the plan and the money that is made on your 
contributions (investment earnings). Today the Plan’s assets 
exceed $26 billion.  In the event that current assets are not 
enough to cover the cost of future pensions, you and your 
employer pay to make up the difference, not Government.  
In the event that assets exceed pension obligations, it is the 
employers and members who will reap the benefits of a 
surplus, not Government.

In order to “secure” the pension benefit, employers and 
members share the risk of underfunding through increased 
contributions. They share the reward of surplus funding 
through pension benefits and/or reduced contributions. This 
makes LAPP a “shared-risk-reward” Plan. LAPP’s Board 
believes strongly that those who bear the risk should govern 
the Plan. This is the governance change we have been 
seeking for 20 years.
 
Why is a change in governance so important? It’s important 
because if the time comes when an unforeseen event causes 
a major financial crisis, decisions need to be made on the 
risk-reward balance of the Plan. LAPP’s Board believes those 
decisions need to be made by a Sponsor body that represents 
employers and members who pay into the Plan, not by 
Government. In other shared-risk-reward plans, Sponsors 
have clear roles and responsibilities as decision-makers. 
Sponsors have no official role in LAPP. 

These are only some of the issues related to Plan governance. 
We encourage you to learn more by going to our website at 
www.lapp.ca and clicking on the gold button called “Plan funding”. 

Susan Reis,  
XXXXXXX

• Inflation rates
• How long we live
• When we retire



LAPP’s funded status –  
a look at the health  
of the Plan 
One of the ways we measure the financial health of our 
pension plan is to keep a close eye on our “funded position”. 
The funded position tells us whether we have enough assets 
today to cover all the future pension obligations we owe to 
current Plan members and retirees.

To properly measure our funded status, we work with an actuary 
each year to estimate the cost of our pension obligations (liabil-
ities) and formulate how much money we will need to cover the 
cost. We do this by conducting an actuarial valuation where we 
measure how well our economic and demographic assump-
tions line up with actual experience in the Plan. 

According to the most recent actuarial valuation, LAPP was 
88.5% funded at Dec. 31, 2014, up from only 82% funded at 
Dec. 31, 2013. This is what we mean by our “funded posi-
tion” and we sometimes also refer to it as our funded ratio. 
(Please read more about the funded ratio and the different 
ways it is reported below.)

LAPP’s goal is to always match the level of funding to the 
level of need, but it is a rare event when our assets and liabil-
ities match perfectly because all we can do is estimate both 
sides of the balance sheet. More likely, at any given point of 
time, there will be a deficit of funding or a surplus of funding, 
depending on how well actual experience lines up with the 
assumptions made.

Why use assumptions? 
We estimate our future liabilities and assets based on as-
sumptions because no one can predict with certainty how 
well investment markets will do, how long people will live, 
how many people will retire, how many new members will join 
the Plan and how much salary everyone will make.

LAPP pensions are paid out based on a formula that takes 
into account years of service and salary, so all of the assump-
tions listed above (and more) factor into an assessment of 
how much we need in contributions and investment earnings 
to pay for pension obligations estimated many decades into 
the future.  

When there is a negative gap between Plan revenue (assets) 
and pension obligations (liabilities) this is known as an un-
funded liability. Based on LAPP’s funded ratio of 88.5%, we 
know the Plan’s unfunded liability is 11.5 %. 

The unfunded liability is being paid off over a 15-year sched-
ule through “special payments,” made by members and 
employers as part of their pension contributions. If no new 
unfunded liabilities are added, the Plan will be 100% funded 
when the last of the special payments come off.

Currently payments toward the unfunded liability account 
for about 25% of the combined contributions coming from 
members and employers. If the financial position of the Plan 
warrants it, the unfunded liability can be paid off sooner than 
the payment schedule.

How are pensions funded?
Contributions paid by members and employers are pooled 
together in the LAPP Fund and are invested in a diversified 
portfolio to grow the pension fund over time. Contribution 
rates and investment returns are the only sources of revenue 
for LAPP, with investments paying about 75% of the pension 
bill and contributions supplying the rest. 

In times of economic downturn, when investments are not 
producing expected yields, a funding shortfall might result 
in the need to raise more revenue over the short term until 
markets correct themselves. LAPP prefers not to raise con-
tribution rates in response to volatile markets, so whenever 
possible, the Board prepares for these unexpected shocks 
by building a financial cushion to help stabilize the funding. 

This is one of the ways we manage risk in the Plan. You can 
read more about that elsewhere in the newsletter in the Mes-
sage from our CEO, Christopher Brown.

Shannon Biette 
Accounts Payable, 

County of Newell



Larry Walker 
Driver, Cypress County

How is LAPP’s funded ratio reported? 
Our funded status is reported to members and the public, 
twice a year:

1. Our Annual Report, which contains our audited financial 
statements, is published on-line each summer and com-
municated in the July/August Member newsletter.

2. The Board conducts an actuarial valuation each year to 
review contribution rates and releases either the full valu-
ation or a management information report, depending on 
whether the valuation is filed.

The two reports can sometimes cause confusion, however, 
because the funded position reported is different depending on 
the document, even though the reporting period is the same. 

For example, the 2014 Annual Report has the funded ratio 
at 93% and the 2014 Actuarial Valuation reports the funded 
status at 88.5%. The best explanation for the difference is 

that different reporting methods are used, based on different 
assumptions.

The audited financial statements are set by government and are 
based on assumptions drawn from previous estimates. They 
are not based on actual Plan experience. The purpose of the 
audited statements is to report on the financial health of the Plan 
to the end of the year audited, based on accounting methods.

For the actuarial valuation, assumptions are made by the 
Board and the actuary based on a review of actual plan expe-
rience for the year and using the same assumptions the Board 
will use to fund the Plan, set contribution rates and determine 
(as near as possible) the true cost of the pension obligation.

Another difference between the reporting methods is that 
the Board adopts a methodology called “asset smoothing” 
by which not all investment gains or losses are applied in the 
specific year they are made. This helps keep contribution 
rates smooth from year to year.  

On June 1, 2016, LAPP members will experience new and 
improved online services when logging in to www.mypen-
sionplan.ca to access personal pension information.  Alberta 
Pensions Services, the corporation that provides pension 
benefit administration on behalf of LAPP, is making tech-
nological improvements that will make it much easier for 
members to keep up to date with their pension information.  
Mypensionplan is the secure web portal for LAPP mem-
bers that you can currently access on the LAPP website at 
www.lapp.ca.

The new mypensionplan will offer you the following benefits: 

• Easily update personal information and see the results 
immediately;

• Readily access pension information from your first day 
on the job, throughout your working, years and into 
retirement;   

• Conveniently access a secure e-mail service for provid-
ing personal documents; and,

• Easily plan for retirement with a sophisticated pension 
projection calculator that runs an estimate for normal 
retirement age (65) or other retirement dates. The calcu-
lator will run three different retirement dates and present 
results on an easy-to-read graph. You can run projec-
tions on your salary that include a salary increase, and 
you can also calculate part-time service.

Beginning June 1, 2016, when you access the new mypen-
sionplan, you will log in the way you always have and will 
automatically be given a new 10-digit number that will be 
your new LAPP ID. 

If you have never used mypensionplan before you will simply 
create a new profile after June, with your name, employer 
name and Plan information and you will immediately be given 
a 10-digit LAPP ID.

A LAPP pension has value.

Online services improving for LAPP members



With a steady focus on careful 
risk management, LAPP has 
continued to improve the 
Plan’s funded position while 
shoring up its capacity to 
withstand future shocks. This 
has been important work and it 
continues to be our top priority.

Despite three straight years 
of double digit returns and 
despite our best efforts to turn 

things around financially, we are still not fully recovered 
from the global economic crisis of 2008. We are getting 
close, but there may be no quick end in sight as we brace 
for the possibility of another economic downturn driven by 
slow global growth and depressed oil prices.

There is good news, however; we are better prepared this 
time. The dot.com bubble in 2002 and the global reces-
sion of 2008 have taught us a few important things:

• it is always best to prepare for the worst;

• it takes time and resources to weather a storm; and,

• it helps to have a solid plan to manage risk. 

A few months ago, the LAPP Board approved its 2014 
actuarial valuation and instructed the actuary to file the 
valuation with the Canada Revenue Agency. The valuation 
reflects the Board’s prudent approach to managing finan-
cial risk in a number of ways:

• it sets a healthy funding margin that provides an 
appropriate cushion to aid in managing future adverse 
events;

• it reduces the Plan’s discount rate to 5.50% from 
5.75%, bringing expected investment earnings in line 
with reduced expectations;

• it maintains current contribution rates for 2016 and 
likely 2017; and,

• it accelerates the schedule for paying down the cur-
rent unfunded liability so that it may be paid sooner.

In more simple language, LAPP is holding on to some of 
the gains from our recent double-digit investment returns 
to strengthen the Plan’s ability to withstand future shocks, 
economic or demographic. We build margin in good times 
so we can spend it when times are not so good. It allows 
us to keep contribution rates stable and to smooth fund-
ing out over periods of volatility.

Though we are only required by law to file a valuation 
once every three years, the Board conducts a valuation 
annually as part of its risk management strategy. This 
allows us to study all potential risks to the Plan, review any 
pricing issues and stay up to date with our Plan demo-
graphics and member experience.

Every time we file the valuation we create a three-year 
open window that allows us more time and opportunity to 
better manage an emerging crisis, should one arise. It is 
one more important device in our well-used, risk-manage-
ment tool box.

Risk is not a word most people want to associate with 
their pensions and that is precisely why we pay so much 
attention to it. The benefit of having a solid workplace 
pension should be the certainty of a secure income in 
retirement. 

At LAPP we take a balanced approach to financial secu-
rity by managing risk in the short, medium and long term. 
We stay focused on risk management as we work to fulfil 
our mission statement:

“Financially secure pensions for members at a reasonable 
cost to all.”

On behalf of management and staff at Alberta Local Au-
thorities Pension Plan Corp., I wish you and your families 
all the best this holiday season.

Christopher Brown 
President & CEO 
ALAPP Corp.

Message from the President and CEO
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For information about your personal 
pension, please contact our Plan 
benefit administrator, Alberta 
Pensions Services at:

1-877-649-5277 
5103-Windermere Boulevard SW 
Edmonton, AB, T6W 0S9

Contact Us

Local Authorities Pension Plan 
Executive Offices

P.O. Box 1315 
Edmonton, AB T5J 2M8

www.lapp.ca

Looking for more information?

It’s all on our website

The LAPP Board of Trustees is committed to providing members with 
easy-to-understand pension information on a regular basis. If you have 
thoughts on how this newsletter or other communications can be im-
proved, please send an email to news@lapp.ca.

Whether you want to read more about Plan funding or learn more about 
your own personal pension and what you can expect at retirement, all 
the information you need is on LAPP’s website at www.lapp.ca. Visit the 
website soon. LAPP is one of the most valuable assets you are investing 
in and you owe to yourself to learn more about how your plan is doing.


