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Your plan: changing and modernizing
A message from the Public Service Pension Board of Trustees

In early 2018, the Public Service Pension Plan partners—the B.C. Government and Service Employees’ Union and
the provincial government—agreed on changes to your plan. We, the board, adopted these changes and are also
improving lifetime pensions for previous service.
As trustees, we must look at the plan’s long-term health and sustainability while working with the plan partners
to implement a fair plan design. A vast majority of you will benefit from these changes over your lifetime.

Why the need to change?

What parts are changing?

Modernizing the plan
The changes modernize the plan, which needs to adapt
to reflect demographic shifts in employment patterns.

Effective April 1, 2018
For pensionable service earned on or after April 1, 2018,
the following has changed:
• Member and employer contribution rates
• Accrual rate
• Removal of rule of 85
• Reduction rate for early retirement
• Addition of unreduced pension after 35 years
of contributory service
• Removal of bridge benefit

Improving the lifetime pension for previous service
We are allocating a portion of valuation surplus funds
to improve the lifetime pension for active, inactive
and retired members with pensionable service between
April 1, 2006 and March 31, 2018, inclusive, effective
October 1, 2019. This change reflects that members who
contributed to the plan during these years paid higher
contribution rates than members did in previous years.
See page 5 for the most recent valuation results.
Ensuring equity
The changes are equitable for active members
regardless of retirement age, earnings or employment.
The early-retirement features of the plan were put in
place almost 30 years ago. Employment patterns have
changed since then, and the plan’s early-retirement
features need to reflect those changes. With the plan
rules before April 1, 2018, the plan’s early-retirement
features—such as the bridge benefit and an unreduced
early pension—had a greater impact on members
who started their membership at an earlier age versus
members who started their membership mid-career.
To address this issue, benefits earned for service after
March 31, 2018, will have increased early retirement
reduction factors and no bridge benefit. Instead, the
basic lifetime pension earned for that service is more
valuable, which is more equitable for all plan members.

Changes effective April 1, 2018, do not apply to public
safety employees (including correctional employees
and certain BC Ambulance Service paramedics in the
Canadian Union of Public Employees Local 873).
Effective October 1, 2019
For pensionable service earned between April 1, 2006
and March 31, 2018, inclusive, the following will change:
• Accrual rate
• Bridge benefit
Changes effective October 1, 2019, also apply to public
safety employees (including correctional employees
and certain BC Ambulance Service paramedics in the
Canadian Union of Public Employees Local 873).
Learn more in the visual guide on page 3

Why is the bridge benefit accrual
rate decreasing for previous service?
With the lifetime pension accrual rate below the

What about service earned before April 1, 2018?

year’s maximum pensionable earnings increasing for
previous service, the bridge benefit must decrease

You will retain your pension benefit for pensionable

because the total accrual rate cannot exceed two per

service earned before April 1, 2018.

cent in accordance with the Income Tax Regulations.
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How is the plan changing?
A visual guide to plan changes
CONTRIBUTIONS

ACCRUAL RATE1

(PER CENT OF SALARY)

(PENSIONABLE SERVICE2)

1

Starting April 1, 2018

Starting April 1, 2018
NEW FLAT RATE 3

1.85%

NEW FLAT RATE
MEMBER

calculate your lifetime pension.
It is a multiplier applied to your
salary and years of service.

3

2

Starting October 1, 2019,
for service April 1, 2006
to March 31, 2018 (inclusive)

8.35%

contributing to the plan (or are
deemed to have contributed).
This may include service you’ve
purchased or transferred from

RATE BELOW YMPE4—UP FROM 1.35%
(corresponding bridge benefit accrual
rate decrease from 0.65 to 0.35%)

9.85%

PENSIONABLE SERVICE

The actual time you work while

1.65%
EMPLOYER

ACCRUAL RATE

One of the variables used to

another plan.
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FLAT RATE

A single rate. Under the old rules,

SERVICE, RETIREMENT AGE & YOUR PENSION

two rates (one below and one
above YMPE4) were calculated

For the pension benefit you earned before April 1, 2018, the rule of 855 still applies.
Your total contributory service (before, on and after April 1, 2018) is used to
determine if you meet the rule of 85.

YEARS

AT RETIREMENT

CONTRIBUTORY
SERVICE 6

ANY AGE

CONTRIBUTORY
SERVICE6 (YEARS)

LESS
THAN

2

4 YEAR’S MAXIMUM
A salary limit set by the federal

LESS THAN 85 = REDUCED
85 OR MORE = UNREDUCED

government each year for the
purposes of determining the
maximum annual contributions
to the Canada Pension Plan.
YMPE is only used as part of the

For pensionable service earned on or after April 1, 2018
RETIREMENT AGE

and pension accrual rates.

PENSIONABLE EARNINGS

For pensionable service earned before April 1, 2018

AGE

for your pension contribution

BEFORE 60

2

OR
MORE

formula to calculate pension

AGE 60

AT
LEAST

2

ANY AGE

35

OR
MORE

benefits on service earned before
April 1, 2018.
5

RULE OF 85

Under the old rules, if your age
plus years of contributory service
equals at least 85, you qualify for

YOUR PENSION

REDUCED 6.2% REDUCED 6.2% UNREDUCED
FOR EACH YEAR FOR EACH YEAR
BEFORE 65
BEFORE 60

UNREDUCED
AFTER 55

an unreduced pension. Under the
new rules, the rule of 85 only
applies to the pension you earn
before April 1, 2018.

STAY INFORMED

6 CONTRIBUTORY SERVICE
You get a month of contributory

Learn more and see updates on the plan website

pspp.pensionsbc.ca/plan-changes-2018
You can also sign in to My Account and use the personalized pension
estimator to see an estimate of your monthly pension payment.

service for every month during
which you make a contribution
to the plan (or are deemed to
have made a contribution). It’s
used to determine if your pension
will be reduced and by how much.
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Good questions, great answers
Learn how the plan is changing

Changes to the Public Service Pension Plan (plan) affect you and your pension. To help you understand some
of these important changes, we’ve gathered some of the most common questions we’ve heard. For ongoing
updates, visit pspp.pensionsbc.ca.

1. Which rules will my pension
be based on?
The effect of plan changes on your pension will
depend on your age at retirement, your individual
circumstances and what portion of your total
pensionable service at retirement you earned
during three time periods:
• Before April 1, 2006
• Between April 1, 2006 and March 31, 2018,
inclusive
• On and after April 1, 2018
When you retire, the pension you earned in each
of these three periods will combine to produce
one lifetime monthly pension. Sign in to
My Account and use the personalized pension
estimator to see how the changes effective
April 1, 2018, affect you. Then use the pension
illustrator on the plan website to see how changes
effective October 1, 2019, will affect you.

2. Will I still be eligible for the rule of 85?
Yes, for the pension you earned before April 1, 2018.
Under the rules effective before April 1, 2018,
if your age plus years of contributory service
equals at least 85, you qualify for an unreduced
pension; this is known as the rule of 85. Under the
rules effective April 1, 2018, the rule of 85 will still
be based on your total contributory service (before,
on and after April 1, 2018); however, it will only
apply to the pension you earned before April 1, 2018.
Let’s say, for example, that you decide to retire
on May 1, 2028, and the following applies to you:
• you are 55 years old in 2028
• you have 20 years of contributory service before
April 1, 2018
• you have 10 years of contributory service
on or after April 1, 2018
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In this case, you meet the rule of 85 based on your
age (55) plus total years of contributory service
(30). As a result, the pension you earned on your
20 years of service before April 1, 2018, will be
unreduced. However, there will be a reduction
to the pension you earned on your 10 years of
service under the new rules because you are
retiring before age 60 and have less than 35 years
of contributory service.

3. Will I still receive a bridge benefit?
You will receive a bridge benefit on all service
earned before April 1, 2018. Bridge benefits will not
apply to service earned on and after April 1, 2018.
An increased lifetime pension will replace the
bridge benefit for service earned on and after
April 1, 2018; this ensures greater equity for active
members, regardless of retirement age.

4. I plan to retire at age 60 or later.
What do the changes mean for me?
Your lifetime pension will be higher because
the accrual rate is increasing. As with the rules
effective before April 1, 2018, you will still
qualify for an unreduced pension if, at the date
of your retirement, you have two or more years
of contributory service.

5. Is the plan healthy?
Yes, the plan is healthy and strong. See page 5
for the most recent valuation results.

Valuation results

Plan rule changes

The plan’s most recent valuation shows its funded ratio
is 108 per cent, with a surplus of $1.9 billion. Conducted
as at March 31, 2017, the valuation confirmed the plan’s
financially comfortable position. The Public Service
Pension Board of Trustees (board) examined options
available under the plan’s joint trust agreement for the
surplus funds. They have allocated about 40 per cent
of surplus funds to improve the lifetime pension
for members with service between April 1, 2006 and
March 31, 2018, inclusive, as part of the plan changes.
The remaining 60 per cent was retained to comply with
Pension Benefits Standards Act and protect against future
market volatility.

Housekeeping changes to comply with
Pension Benefits Standards Act

The plan is healthy and strong

The valuation showed that the plan’s basic account,
which pays lifetime pensions, had actuarial assets
of about $24.7* billion and actuarial liabilities of about
$22.8 billion. Actuarial assets include plan funds and
the present value of future contributions. The actuary
compares these assets against actuarial liabilities,
which need to be paid out as pension benefits in
the future.
Reasons for the surplus include the plan’s strong
investment performance and lower than expected
salary increases (i.e., lower than expected payout
for current and future pension benefits).
*

Figure is based on the basic account only.

Stay up to date

(Amendment no. 38—effective December 5, 2017)
The plan updated terminology and references in
compliance with Pension Benefits Standards Act.

Pension payments for judges age 71
and older
(Amendment no. 39—effective December 5, 2017)
This amendment clarifies that for service accrued
beyond the calendar year when a judge reaches
age 71, pension payments will be paid from the plan’s
supplemental benefits account.

Excess investment return transfers
(Amendment no. 40—effective April 1, 2018)
This change provides the board with discretion
to allow excess investment return transfers from
the basic account to the inflation adjustment
account. Excess investment returns occur when
assumptions made by the plan’s actuary (a specialist
in financial modelling, the laws of probability and risk
management) are exceeded over a five-year period.
This change allows the board to decide whether to
transfer funds and the amount of a potential transfer.

Important changes to your pension
What is a valuation?
Valuations measure money coming into
and going out of the plan. Every three years,
an independent actuary (a specialist in financial
modelling, statistics and risk management)
assesses the financial position of the plan.
This assessment includes reviewing member and
employer contribution rates, as well as making
assumptions about future plan demographics
and economic factors (such as salary increases
and investment returns). This work helps ensure

(Amendment 41—effective April 1, 2018)
In March 2018, the board announced changes
to modernize the plan and make it more equitable.
Changes came into effect April 1, 2018, and apply
to members with service on and after April 1, 2018.
These changes do not apply to public safety employees
(including correctional employees and certain
BC Ambulance Service paramedics in the Canadian
Union of Public Employees Local 873). For more
information, see this report’s trustee message on
page 2 and feature article on page 4, or visit the
plan website.

sufficient funds are available to pay the current
and future lifetime pensions of all members.

REPORT TO MEMBERS 2018
PSPP.PENSIONSBC.CA

5

Who’s in the plan?
Details on plan membership

Over the past decade, the number of retired members
in the plan has grown faster than the number of active
members. Since 2009, the proportion of retired
members has increased from 32 to 37 per cent
of membership, while the proportion of active
members has decreased from 54 to 49 per cent
of membership.

they did in the past to account for the same percentage
of unfunded liability because there are proportionately
fewer contributing members. To address this, the board
has set aside a reserve from the most recent valuation
to help protect against future market volatility.

Why does this matter?
The declining ratio of active to retired members tells us
the plan is maturing. This affects the plan in a number
of ways. Below are some examples.
For active members, the ratio has implications for the
stability of contribution rates. As the proportion of plan
funding from active member contributions decreases,
the proportion of plan funding from investment
returns must increase. For any unfunded liability in the
future, contribution rates may have to rise further than

For retired members, the ratio affects retirement
group health benefits funding. The plan currently
offers extended health care coverage with subsidized
premiums for retired members. Subsidies are funded
by employer contributions based on the total salary
paid to all active members. With the relative number
of retirees increasing (in addition to an increase
in the use and cost of prescription drugs), changes
to the plan’s retirement group health benefits will
be required periodically.
Unlike the lifetime pension, retirement group health
benefits are not guaranteed.

Ratio of active to retired members
1.7

1.6

1.0

1.5

1.0

1.0

1.4
1.0

1.4
1.0

Membership (total 127,294)
Active
49% 61,907
1.3
1.0

1.3
1.0

1.3
1.0

1.3
1.0

2009
Active

1.3
1.0

2018
Retired

Do I need to be concerned that the plan is maturing?
No. A maturing plan is not a concern as long as the plan has actuarial assets
to cover actuarial liabilities, and valuations receive a positive result. The plan
is healthy and strong. See page 5 for the most recent valuation results.
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Retired
37% 47,892
Inactive
14% 17,495

What’s the latest on numbers?
Understand your plan’s finances1
Year at a glance ($ millions)

29,205

2,906

705

1,122

95

31,599

Net assets
April 1, 2017

Investment
income

Contributions

Benefits
payments

Investment and
administration

Net assets
March 31, 2018

2

Net assets available for benefits
($ billions)
2017
2018

22.1

7.1

23.8

Equity

29.2

7.8

Return on investments (%)
for the year ended March 31, 2018

Asset mix market value (%)
48.7

Fixed income 18.1

31.6

Basic pension benefits
Future inflation adjustments

Real estate

14.4

IRR3

10.3

Private equity

8.4

Other

0.1

0

2

4

6

8

10

12

Actual (9.8%)
Benchmark4 (8.0%)
Five-year annualized

Investment and administration costs
For 2017/18, the total cost of both investment management and benefit administration was about 0.42 per cent (2016/17:
0.31 per cent) of the plan’s net assets (investment management: 0.36 per cent; benefit administration: 0.06 per cent).

Rate of return vs. benchmark (%)

Asset allocation (%)

Fixed income

Fixed income

Equity

Equity

Canadian
real estate

Real estate

Private equity

Private equity

IRR3

IRR3
Actual
Benchmark4

Other
0

2

4

6

Where can I find out more
details on plan finances?

8

10

Actual

Other

12

Policy range
0

What proportion of my
future pension comes from
investment income?

See the 2017 Annual Report
on the plan website.

When the plan pays out your

The 2018 Annual Report will

pension, about 75 per cent comes

be available in fall 2018.

from investment returns and about
25 per cent comes from your and
your employer’s contributions.
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Figures are unaudited. For audited
financial statements and further details,
see the 2018 Annual Report, available on
the plan website in fall 2018.
Figure is based on the basic account,
inflation adjustment account and
market value of investments.
Infrastructure and renewable resources.
Benchmarks are standards to compare
against actual investment returns.
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Planning
made easy.
nominate beneficiaries online.
anytime.
Having beneficiaries is important no matter
what stage of life you’re at. Nominate them
anytime with My Account.
myaccount.pensionsbc.ca

Member
Dan Hirner

pspp.pensionsbc.ca
Email: pspp@pensionsbc.ca Toll-free: 1 800 665-3554 (Canada & U.S.)
Mail: Public Service Pension Plan, PO Box 9460, Victoria BC V8W 9V8
Public Service Pension Board of Trustees Email: pspbt@pensionsbc.ca
The information in this booklet is based on the legislation and Public Service Pension Plan rules in effect as of March 31, 2018, except where otherwise noted. In the event
of any variation between the information in this booklet and the provisions of the statutes, regulations and plan rules that govern any benefits available under the Public
Service Pension Plan, the latter will prevail. Financial figures presented in this report as at March 31, 2018, are unaudited. For audited financial statements, see the 2018
Annual Report, available on the plan website in fall 2018.
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