a Local Authorities
Pension Plan

Alberta Consumer Price Index (ACP/)

Local Authorities Pension Plan (LAPP) uses a standard measure of inflation to calculate Cost of
Living Adjustments (COLA). The measure used is called the Alberta Consumer Price Index (ACPI).
It measures, over time, the percentage of change in the price of a basket of goods and services
purchased by Albertans.

This basket of items is determined by Statistics Canada. The items are unchanging (or of
consistent quality and quantity) so that the change in the cost of the basket over time represents
the movement in prices. The items in the basket are reviewed at least every five years to make
sure that they remain current. The measurement in movement of prices over time is shown in
the monthly ACP/ values.

The basket of goods and services is split into eight major components as follows:

Alberta Consumer Price Index Weighting by Component

= Food 16.41%
= Shelter 26.80%
= Household operations and
furnishings 13.14%
Clothing and footwear 6.08%
= Transportation 19.10%

= Health and personal care 4.73%

m Recreation, education and reading
10.89%

= Alcoholic beverages and tobacco
13% products 2.86%

The percentage weightings indicate the relative importance of each major group's contribution to
the ACPI. The index value associated with these major components is called the "All Items" index
value. The values in this index are referenced by LAPP regulations to determine COLA effective
every January 1.

You may have noticed that often, the media reports movements in the ACP/ or in the Consumer
Price Index (Canada wide) by comparing the current monthly index value to both the preceding
month and to the same month in the preceding year. These comparisons can make it seem as if
COLA is not keeping up with the rate of inflation. However, when COLA is calculated every
January 1, the most recent 24 ACP/ values (ending the preceding October) are used. This
ensures that COLA reflects all changes in the ACP/ equally.

For more information on consumer price indexes, see the Statistics Canada Web site.



http://www.statcan.ca/cgi-bin/imdb/p2SV.pl?Function=getSurvey&SDDS=2301&lang=en&db=IMDB&dbg=f&adm=8&dis=2
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