
 

FAQs – Information for MEPP Members 
September 16, 2013 

(* Questions added September 27, 2013) 

 

General Questions 

 
Will I lose the pension benefits I’ve already earned? 

No. Under the proposed plan design changes, benefits earned for service to the end of 2015 will not be 
reduced.   

 
What changes are being proposed for MEPP? 

For service from 2016 forward, new benefits earned will be more modest than before in three respects: 
there will be no subsidies for pensions for those who retire before age 65; the normal form of pension 
will change; and cost-of-living adjustments (COLA) will be targeted to cover 50% of Alberta inflation, 
rather than guaranteed to cover 60% of Alberta inflation.  Contributions will be set high enough to make 
it very likely that the 50% COLA will be paid every year, but it is not guaranteed.  Under MEPP, COLA 
increases each year will be the same as provided under the Public Service Pension Plan.  

For further information on the changes being proposed for the Management Employees Pension Plan, 
please see the MEPP member information sheet.  

The proposals would also close the Management Employees Pension Plan to new members at the end of 
2015. New managers after that date will participate in the Public Service Pension Plan.  Please refer to 
the FAQs for PSPP for additional questions on the changes to the Public Service Pension Plan. 

 

Will my plan still be a defined benefit plan? 

Yes, for the most part. The government is the sponsor and trustee.   Benefits earned after 2015 will be 
paid according to a formula as they always have been, although COLA will be targeted to cover 50% of 
Alberta inflation, rather than guaranteed to cover 60% of Alberta inflation. 

http://finance.alberta.ca/publications/pensions/sustainability/public-sector-pension-reform-MEPP.pdf
http://finance.alberta.ca/publications/pensions/sustainability/Public-Sector-Pension-Reform-PSPP-FAQs.pdf
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Should I retire or terminate now to get a better deal?  

There is no advantage to retiring or terminating earlier than you had planned because the proposed 
plan design changes will not take away benefits that have already been earned. 

 

Are you saying I can’t retire until I’m 65? 

You can still retire as early as age 55. However, for benefits earned starting January 1, 2016, there will 
be larger reductions to pensions for those who retire earlier than 65. The changes will not be 
implemented until 2016, giving people who are more than a few years from retirement time to review 
their retirement strategies.   For those who are within a few years of retirement, the proposed changes 
should not affect their retirement plans. 

 

When do these changes take place? 

The proposals that the Government is putting forward are only proposals at this point, they are not law. 
The Government is planning amendments to the Public Sector Pension Plans Act in the Spring 2014 as a 
first step towards sustainable plans. Changes will not be in place prior to 2016.  The Government is 
asking employer and employee stakeholders to review the proposals and provide comments by the end 
of 2013. 

 

I understand that the pension board for my plan conducted a sustainability review.  Are these 
recommendations being followed? 

In July 2012, the President of Treasury Board and Minister of Finance asked the Management Employees 
Pension Board to make recommendations that would ensure that the plan would remain affordable, 
sustainable, and have secure benefits. 

In July 2013, the board made a number of plan design recommendations to the Minister including the 
removal of some early retirement subsidies, changes to COLA and changes to the normal form of 
pension. The Government took these recommendations into account in making these proposals, and 
also what would be best for the public sector pension system as a whole. Alberta is the only province 
that has a separate pension plan for its managers with enhanced benefits. Restructuring the current 
pension arrangement will ensure benefits for managers remain affordable and sustainable. 

 

What does pension sustainability mean? 

A sustainable pension plan is one that can consistently, over time, deliver an appropriate level of 
benefits within an appropriate range of costs.  

http://www.qp.alberta.ca/1266.cfm?page=P41.cfm&leg_type=Acts&isbncln=9780779774692&display=html
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Why does my plan have a deficit?  

Many defined benefit pension plans are facing significant funding deficits due to lower returns on 
investment, early retirements, the increasing proportion of plan members who are retirees or deferred 
retirees compared with contributing members, and increased life expectancies. The current pension 
plans were designed decades ago, and much has changed. On average, today’s workers will retire three 
years earlier and live four years longer than those who retired a generation ago. Many will spend more 
years in retirement than they spent working. Returns on investments have also been volatile for more 
than a decade. The combination of these factors has resulted in the plans being underfunded. 

 

Can I rely on getting target cost-of-living adjustments (COLA) most years? 

Under the proposals, contribution rates will be set so that there is a high probability, but not a 
guarantee, that COLAs will be paid. Under MEPP, COLA increases each year will be the same as provided 
under PSPP. 

 

I understand that combined pensionable service creates costs for the Public Service Pension Plan 
(PSPP) and the Management Employees Pension Plan (MEPP). What is being done to address this?  

Combined pensionable service allows members who have moved from a non-management to a 
management job (or vice-versa) to receive a combined pension from both PSPP and MEPP based on all 
their service and earnings. Though the cost of this is borne by both plans, the rules governing the PSPP 
and MEPP allow for a transfer to be made from one plan to another to address any costs.   

As the MEPP will be closed to new members effective January 1, 2016, the impact of combined 
pensionable service costs will gradually lessen after that date. However, as this is a complex matter, the 
Minister has asked for expert advice on this issue from the plan actuaries for both of these plans.   

For a detailed description on combined pensionable service, please visit the MEPP website. 

 

What will happen to the Supplementary Pension Plan for Public Service Managers (SRP)?  

Government and some of the other MEPP employers participate in the SRP, which provides pension 
benefits on salaries above the limits for registered pension plans under the Income Tax Act.  It is 
anticipated that the SRP will continue, but will provide more modest benefits for service after 2015, in 
line with the other benefit changes. Please continue to check the website for updates on this issue.   

 

  

http://www.mepp.ca/members/publications/info_sheets/MEPP_804_Combined_Pensionable_Service_PSPP_to_MEPP.pdf
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Is the governance of MEPP changing? 

Government will continue to be the MEPP sponsor and trustee.  With the closure of MEPP to new 
members, the Management Employees Pension Board will be replaced by an advisory committee, 
including some member representation, established to provide advice to the Minister on MEPP, the 
Public Service Management (Closed Membership) Pension Plan and the SRP. 

 

What is a pension plan sponsor? 

The sponsor of a pension plan is the entity that decides on the pension deal:  what benefits the plan will 
provide and who pays. The sponsor also makes sure the plan is properly funded and administered, and 
makes changes as necessary. The plan sponsor therefore has both responsibility for the plan, and 
control of the plan.   

 

Why did Government take the lead in proposing plan design changes to the plan? 
(* Question added September 27, 2013) 

Government announced its proposal September 16, 2013 after first seeking recommendations from the 
pension board. As current sponsor of the plans, it is up to Government to take the lead in presenting a 
proposal for change to improve pension sustainability.   

Pension plan stakeholders, including members of the plans, have until December 31, 2013 to provide 
feedback on this proposal.  Changes will be implemented in legislation. 

 

I am a new member of the plan.  Part of my contributions will go to pay for unfunded liabilities for 
those who came before me.  These contributions will not add to the value of my own pension.  Can I 
opt out of the plan to avoid doing this? 
(* Question added September 27, 2013) 

No, the plan does not allow individuals to opt out.  All members pay the same contribution rates each 
year, both new members and those who have been plan members for a number of years. 

 

Under the proposed changes, my pension earned for service after 2015 will be actuarially reduced if I 
retire before age 65.  What is meant by an actuarial reduction? 
(* Question added September 27, 2013) 

The overall lifetime value of a pension commencing at age 65 (“actuarial present value”) can be 
calculated.   If a member retires earlier than age 65, the pension will have to be paid out for more years, 
as it is paid for the lifetime of the member. To compensate for the longer payment period, the monthly 
pension must be reduced in order to keep the lifetime value the same.   



- 5 - 
 

The basic premise is that member who retires before age 65 will get a pension of equal lifetime value to 
the pension he or she would have received starting at age 65.  The younger the retiree is at retirement, 
the longer the pension payment period, and the greater the reduction in the monthly pension. 

In other words, if you take your pension at 55, your pension will be calculated so that you receive a 
lesser amount per month but over a longer period of time. If you take your pension at 65, it will be more 
per month over a shorter period of time.   

Actuarial reductions will be made to benefits earned for service after December 31, 2015 for people 
who retire before age 65. Benefits earned up to that date are unaffected by this change. The new 
reduction will better reflect the true cost of paying pensions to early retirees. 

If you have service both before and after December 31, 2015, this will mean that you will have two 
calculations done to determine your benefit. 

 

Currently my pension will be reduced by 3% for each year it is paid earlier than age 60 or when my age 
plus service equal 80. My benefits earned after 2015 will be reduced for early retirement to reflect the 
true (actuarial) reduction from age 65.  What will the new early retirement reduction factors be?  
(* Question added September 27, 2013) 

The reductions will vary depending upon the assumptions used, such as life expectancies, inflation and 
investment returns.  These will vary from time to time.  

An example of the early reduction factors, based on certain assumptions, is as follows: 

 Total Reduction from Age 65 Per Year Reduction from Age 65 
Age 55 45% 4.5% per year 
Age 57 39% 4.9% per year 

Age 60 27% 5.4% per year 
Age 62 17% 5.7% per year 
Age 65 no reduction no reduction 

These factors were produced in relation to the current plan benefits, which include 60% COLA. 

 

What percentage of Canadians is in registered pension plans? 
(* Question added September 27, 2013) 

In the public sector, 87% of employees were covered by a registered pension plan in 2010, while in the 
private sector, 24% of employees had access to one. Nearly all public workers (94%) participated in a 
defined benefit plan.  In the private sector, 52% participate in a defined benefit plan.  

Registered pension plan coverage is lower than the Canadian average in the Alberta private sector. 
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Did the Alberta Government borrow money from the Plan funds and not pay it back or fail to pay 
money that it owed to the funds? 
(* Question added September 27, 2013) 

There is a persistent rumour that the Alberta Government took money out of the plan funds and that, if 
that had not happened, the plans would not now have a deficit. 

This simply is not true. 

The plans are funded by employers and employees, and this has always been the case. Furthermore, by 
law, the pension funds are held in trust for the sole purpose of providing plan benefits and meeting plan 
administration costs. 

There was a time, before 1981, when employee and employer contributions were being paid into, and 
benefits were paid out of, the provincial Government's General Revenue Fund, rather than a separate 
pension fund. This was similar to other public sector pension plans at the time. 

In 1981, a separate pension fund for Alberta public sector pension plans was created. At that time, the 
government deposited into the pension fund an amount equal to all accumulated employee and 
employer contributions over the past years, less benefits paid, plus accrued interest at the rate paid by 
the Alberta government on provincial bonds.  Therefore, the government paid in full all amounts that 
would have been in the pension fund if it had existed all along. 

As of 1981, contributions went into the pension fund, benefits were paid out of the fund, and the fund 
earned investment income. 

In the early 1990s, the pension fund was divided into separate funds for each plan. Each plan’s share 
represented the accumulated employee and employer contributions, less benefits paid, plus each plan’s 
share of investment income on the pension fund. The Office of the Auditor General - the independent 
auditor of every Alberta Government ministry, department, regulated fund and agency - audited the 
calculation of the amount for that went into each separate fund.  

The current funds are invested according to investment policies established by the pension boards. 

 

I understand that the new normal form of pension on benefits earned after 2015 is:  Life and 
guaranteed for five years.  How is this different from the current normal form, and will optional forms 
of pension still be available? 
(* Question added September 27, 2013) 

The current normal form of pension is a pension for the life of the member with a survivor benefit of 2/3 
of the member’s pension if the member has a spouse, and a 10-year payment guarantee if the member 
does not have a spouse.  The new pension is the same for pensioners regardless of their marital status. 
 
Yes, optional forms of pension will be available including other life and guaranteed term pensions and 
joint life options.   If you have a pension partner at retirement, you must choose a joint life form of 
pension, so that there is a survivor benefit for your spouse. It will be equivalent in lifetime value to the 
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single life, five-year guaranteed normal form. Optional forms of pension will have the same value as the 
normal form of pension.  Please refer to the MEPP member handbook at 
http://www.mepp.ca/members/publications/MEPP_Member_Handbook.pdf.  

 

More information 

For more information, please visit http://pensionsustainability.alberta.ca. 

http://www.mepp.ca/members/publications/MEPP_Member_Handbook.pdf
http://pensionsustainability.alberta.ca/
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