
SFUFA Pension Frequently Asked Questions (FAQ)1 
 

1. What am I being asked to vote on? 
 
The SFUFA Executive will soon conduct a member survey on whether we should seek to 
join a provincial defined-benefit pension plan, giving current members an individual 
choice between remaining in the current SFU Plan or commencing membership in the BC 
College Pension Plan.  SFUFA is not proposing to require existing members to join one 
plan over the other, but should we move to the defined-benefit system future members 
would automatically be enrolled in that plan. 
 

2. What do defined benefit and defined contribution mean? 
 
Defined benefit (“DB”) and defined contribution (“DC”) are two general types of pension 
plan designs.   
 
In DB plans, retirement benefits are determined by a formula that takes into account a 
member’s years of service in the plan, an earnings figure (for example, highest 5-year 
average earnings over your career), and a benefit accrual rate (for example, 2%).   
 
So, if a DB plan formula was [2% x Highest Average Salary x Years of Service], and a 
member had 25 years in the plan and retired with a HAS of $100,000, that member would 
be entitled to an annual pension of $50,0002.  A member who retired after 30 years with 
the same income would earn a pension of $60,000 per year. Under a DB plan, then, a 
member can predict with some certainty what a post-retirement income will look like.   
 
Defined contribution (“DC”) plans do not provide a set level of retirement benefits based 
on a formula.  Rather, the defined aspect of DC plans is the rate of contribution into the 
plan during the member’s years of employment.  For example, a DC plan could require 
5% employer contributions and 5% employee contributions.  Or, a DC plan could have 
10% contributions from the employer alone, as is the case at SFU currently.  The 
contributions, together with investment earnings and losses over time, constitute the plan 
member’s account balance at retirement.  It is up to the plan member to make investment 
decisions and to determine how to convert the account balance into retirement income 
(for example by purchasing an annuity from an insurance company or transferring the 
account balance into a prescribed retirement vehicle such as a life income fund). Good 
investment management by the member and smart decisions can lead to a strong 

                                                             
1  This FAQ provides general information in response to questions regarding 
pensions.  Where any discrepancy exists between information contained in the FAQ and 
the plan rules of the SFU Academic Staff Pension Plan and/or the College Pension Plan, 
or applicable legislation, the respective pension plan rules and/or applicable legislation 
shall prevail. 
2  This amount is actuarially adjusted based on the form of pension you select, for 
example a joint and survivor pension where your spouse receives a share of the pension if 
you die first 



retirement portfolio; lack of planning, failure to invest wisely and poor market 
performance can lead to serious financial difficulty upon retirement.  
 

3. How much does the defined contribution cost me? 
 
The current plan design of the SFU Pension Plan does not require employee 
contributions.  For members who wish to make additional voluntary contributions, the 
SFU Plan permits an employee to contribute up to approximately 8% of earnings 
additionally. However, only approximately 3% of members are making any voluntary 
contributions at all. Presumably many are investing in RRSPs or otherwise planning for 
retirement, in which case those investment costs need be considered as well. 
 
This DC plan design allows members themselves to decide whether and how much to 
invest in retirement savings; conversely, retirement security is dependent on investing 
wisely, and the lack of required member contributions means the SFU plan is inadequate 
to generate sufficient retirement benefits without supplementary investments or savings.  
 

4. How much does the defined benefit plan cost me? 
 
The College Plan requires member contributions based on a formula.   The current 
contribution rate for members is: 9.60% of your salary up to and including the YMPE 
plus 10.35% of your salary above the YMPE.  (YMPE stands for “Year’s Maximum 
Pensionable Earnings” and is the maximum amount of earnings on which contributions to 
the Canada Pension Plan (CPP) are based. For 2015, the YMPE is $53,600.)   
 
In real terms this means that if a member’s salary is $100,000, the annual member 
contribution is approximately $9,948.  Please note: in 2016 the College Plan may move 
towards a simpler formula that could be as high as a flat 10.35% member contribution 
rate.  
 
The defined benefit plan costs money. But the after tax cost to members is not the full 
amount, as pension contributions are tax deductible like RRSP contributions. So, 
presuming the higher possible contribution rate of 10.35%, the actual after tax 
contributions would be significantly less – around 6.39% for a member earning $100,000.  
Members will get taxed on pension income only when they receive it in retirement, which 
typically would be at a lower tax rate than they currently have. 
 

5. How much do I get on retirement under the DC plan? 
 
Retirement benefits are not set out by a formula under a DC plan, and as a result 
estimates of retirement income are highly dependent on individual choice (how much to 
save, how to invest) and require some effort to calculate.   
 
Under the SFU Plan, at retirement you have the following options with the funds you 
have accumulated over time:  
 



1. Transfer funds to a locked-in RRSP; 
2. Transfer funds to a Life Income Fund; 
3. Purchase an annuity through a financial institution; or, 
4. Defer a decision until age 71 

  
For the annuity option, the 2013 Annual Report of the SFU Academic Pension Plan 
contains the following estimate of monthly amounts (see pg. 11): 
 

Following are some examples of current annuity quotes, assuming you have a 
balance of $750,000 in your SFU Plan account and you and your spouse are both 
65 years old. All of the pensions are monthly amounts, and are increased annually 
at 2%.  
 
Life only, no guarantee      $3,510.69/mth 
Life only, 10-year guarantee      $3,404.47/mth 
Joint & last survivor, reduced to 60% on member’s death   $2,996.41/mth 
Joint & last survivor, no reduction on member’s death   $2,729.82/mth 
  
*Annuity quotes provided by Sun Life Financial.  

 
Members with less than $750,000 in their account balances will have lower monthly 
incomes from their pension assets (based on the 2013 Annual Report Estimate; please 
note annuity purchase rates fluctuate and retirement benefits are determined on the date 
of the annuity purchase).  
 
Please see page 6 of the report prepared for SFUFA by PBI Actuarial Consultants for 
various illustrations of the cost to secure a $50,000/year income stream.  The costs, 
depending on the assumptions used, range from approximately $932,000 to $1,158, 249. 
 

6. How much do I get on retirement under the DB plan? 
 
Retirement benefits are set by a formula contained within the College Plan rules.  In 
2016, the College Plan is moving to a formula that incorporates a 2% accrual rate, 
multiplied by earnings (5 years highest average salary) and years of service:  2% x HAS x 
years of pensionable service. 
 
So, a member with a HAS of $100,000 and 25 years in the plan will be eligible for a 
retirement benefit of $50,000/year (compare this to the DC account required to generate 
$50,000 income above in Question #5).  
 

7. What do I risk under the current plan? 
 
All pension strategies involve risk, as all are based on investing dollars-in-hand in order 
to provide an income years or decades in the future. The existing DC plan takes 
contributions from the University (approximately 10% of each member’s salary) and 
invests it in a personalized account. There is a cost to members in the form of investment 



management fees, but no required member contributions.  The University’s cost takes the 
form of required contributions; however, the University assumes no risk for investment 
performance.  
 
In the DC plan, then, the member bears the majority of the risk through their career, at the 
time of retirement and through the retirement years. Depending on how markets perform, 
particularly at the time of retirement when one's account is converted to an annuity RRIF 
or LLIF, members may take more or less money into their retirement years. If times are 
good, and if members have invested wisely over and above the University's contributions, 
a member may secure a comfortable retirement and outlive the money saved. If markets 
perform poorly or if the member has not invested voluntarily, there is a high risk that 
retirement income will be insufficient. Add to this, of course, the question of mortality – 
regardless of how much one has in one's retirement portfolio, a short life may leave 
money behind, a long life may mean that savings are exhausted during the member's 
lifetime.  
 

8. What do I risk under a defined benefit plan? 
 
In a DB plan, risk is pooled and risk is front-loaded to the contribution phase. The plan is 
based on a formula that promises a set retirement benefit each and every year. Whether 
you live 5, 15, or 35 years after retirement, that monthly benefit will continue to be paid. 
Given the size of the plan, and its collective rather than individual investment base, short-
term market fluctuations are more easily weathered in a DB plan, and the possibilities for 
individual big-wins and big-losses are traded for a collective, stable benefit.  
 
But DB plans have costs and risks that DC arrangements do not. In the DB plan, each 
member must contribute – this is a forced savings strategy that is not optional if you join 
this plan. What is more, given that the formula promises a set level of benefits, longer 
term market downturns do not result in lower accrued benefits for retirees, but may result 
in higher contributions for both the employer and the member.  It is essential to note that 
the College Plan Board of Trustees has the decision making power of what steps to take 
in the face of a funding shortfall.   
 
In a DB Plan, you can predict and rely upon a post-retirement income; you need not 
worry that if you or a spouse lives a long life you will run out of money. But you will pay 
for that security, and you will give the plan the right to manage your retirement 
investments to ensure you receive the benefits when your own retirement comes. 
 

9. What does "years of service" mean? 
 
The College Plan describes pensionable service in its Understanding Your Member’s 
Benefit Statement guide as follows:   
 

Pensionable service is your actual working time as a member of the pension plan. 
You earn one month of pensionable service for one full month of full-time work. If 
you work half time, you receive half a month of pensionable service. Pensionable 
service is used to determine the amount of a pension. 



 
The term 'years of service' is common in defined benefit plans as one of the factors in the 
benefits formula. It might be more accurately described as 'years of contribution to the 
pension plan', as there is not necessarily a direct correlation between years of 
employment and 'years of service' for the purposes of pension calculation.   
 
While generally for each year of full time employment a plan member earns one year of 
service, the two things are not quite the same. Considering a common formula in DB 
plans – 2% times highest average salary – one might consider a year of service to be 
equal to 2% of one’s top salary (calculated as an average of the best 5 years) each year 
after retirement.  
 
If one's salary for retirement purposes is $100,000. ten 'years of service' equals $20,000 
per year for as long as you live; 15 years equals  $30000 per year for life; 25 years equals 
$50,000 per year for life, and so on.  
 

10. Do I have to buy back "years of service"? 
 
No.  Members who wish to commence participation in the College Plan would be given 
the option of buying back years of service.  This is a technical area that will be highly 
dependent on each member’s specific employment history along with the plan rules in 
force at the time of the transfer.  It will be a highly-individualized decision, but is a 
separate and distinct decision from both a) whether we as an Association should pursue 
the defined benefit option, and b) whether you choose to join the College Plan if it does 
become available. 
 

11. If I do buy years of service, what is the cost? 
 

The cost to buy back years of pensionable service in the College Plan depends on each 
member’s demographic profile and earnings level.  The College Plan, and not SFUFA, 
sets the rules and calculates the cost.   
 
The College Plan provided the following estimate at our summer general meeting on July 
30, 2014; it is important to note that the estimate does not incorporate the SFUFA salary 
model (where members plateau after a number of years).  While it may be possible for 
the College Plan to incorporate the SFUFA salary model into future estimates of the cost 
to purchase past service, we will need their agreement to prepare customized figures.   
 
While the figures in the chart below do not represent the actual cost for SFUFA members, 
it is unlikely the costs will be higher than shown, because the model used in the College 
Plan assumptions projects a higher uniform salary increase over time than is typical of 
SFUFA members. 
 
The following estimate is for illustration purposes only. 
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  40 45 50 55 60 65 
       70,000         11,392         12,653         14,284         16,331         17,564         15,590  
     100,000         16,560         18,408         20,793         23,783         25,778         23,169  
     130,000         21,727         24,164         27,303         31,235         33,993         30,748  

  40 45 50 55 60 65 
       70,000           9,929         11,059         12,509         14,320         16,293         17,684  
     100,000         14,185         15,799         17,870         20,457         23,275         25,263  
     130,000         18,440         20,538         23,231         26,594         30,258         32,842  

Estimated cost to purchase past service 

Estimated cost to purchase one year of service prior to 2016 
 

Estimated cost to purchase one year of service after 2015 
 

 
 
 
 
 

12. What happens if I move jobs? 
 
Under the terms of the SFU Plan, if you terminate employment, you can transfer your 
pension benefits to another registered pension plan, leave your account balance in the 
SFU Plan until retirement, transfer your balance to a retirement account with a financial 
institution, or purchase an annuity.  In terms of your Voluntary Contributions, you have 
the same options, plus you have the additional option of receiving your balance as a 
taxable lump sum. 
 
Under the College Plan, if you change jobs to another employer in the College Plan, you 
can continue your membership in the plan.  If your new employer does not participate in 
the College Plan, it may possible to transfer your benefits to the new plan if the College 
Plan has a transfer agreement in place with the new plan.  See the College Plan 
PensionFacts Transferring Service for more information. 
 

13. What post retirement benefits are available to me under each system? 
 
Both SFU and the College Plan have post-retirement benefits packages available to 
members. In neither case is the benefits package mandatory. For those SFUFA members 
hired before 2001, the enhanced SFU plan is cheaper and has relatively good coverage. 
For those hired after 2001, some of the key differences are as follows: 
 

a) Monthly premiums are virtually identical for individuals (just over $64 per 
month); the College Plan's option is cheaper for couples ($163.91 at SFU, $128.93 



under the College Plan option). The deductible in the College Plan is significantly 
higher - $250 to the $25 at SFU; considering the cost of premiums/ deductibles 
together, the College Plan's health package is more expensive for individuals, 
cheaper for couples.  
 
b) The two plans offer similar prescription drug benefits; the college plan offers 
more extended health services (i.e. orthotics, vision care, hearing aids, registered 
therapists); the SFU plan offers emergency medical service outside of Canada, 
which the College Plan does not. However, given the lifetime maximum benefits 
in SFU’s plan, it would probably still be advisable to purchase separate travel 
insurance. The lifetime maximum for health benefits under SFU's post-2001 
system is only $15,000. The lifetime maximum under the College Plan is 
$150,000, which is equivalent to what SFU's plan offers those hired before 2001. 
 
c) Basic dental is less expensive in the College Plan, which also offers an 
enhanced dental package not available in our plan. 

 
A table comparing the costs and coverage of the various plans is available on the same 
pension resources page as this document (http://www.sfufa.ca/current-
issues/pensions/resources/).  
 
The plans are not mandatory, but voluntary. 
 

14. If we move to a new pension plan, am I required to switch or can I keep the 
current plan? 

 
Members will have the choice to remain in the SFU Pension Plan, and continue to 
participate in accordance with the plan rules.  Members who choose to join the College 
Plan would then have a choice as to how to handle funds in the existing SFU plan and/ or 
RRSPs. These could be used to buy additional years of service in exchange for a higher 
defined benefit at retirement, or held to supplement the benefit earned in the DB plan.  
 
As of any effective date, all future SFU faculty would automatically be enrolled in the 
College Plan – it would be mandatory for future employees. However, no existing 
member would be required to switch; current members are voting for an additional option 
rather than a mandated change. 
 

15. What does the defined contribution a plan leave to my spouse or heirs? 
 
If you die before retirement, your designated beneficiary will receive the full amount of 
your pension benefits plus interest until the date the funds are transferred out of the SFU 
Plan. 
 
If you die after retirement, eligibility for survivor benefits depends on the terms of the 
account to which you transferred your benefits.  For example, if you have purchased an 
annuity, the terms of the annuity will determine entitlement to survivor benefits.  If you 



have not purchased an annuity, your funds in a Life Income Fund or locked-in RRSP, for 
example, will be paid to your designated beneficiary of such funds. 
 

16. What does the defined benefit plan leave to my spouse or heirs? 
 
If you die before retirement and are a member of the College Plan, your beneficiary is 
entitled to pre-retirement death benefits.  If you have a spouse at the date of death, your 
spouse is the default beneficiary. The following table from the College Plan 
PensionFacts Pre-retirement Death Benefits illustrates the benefit payable to your 
beneficiary. 
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If you retired and are receiving a pension from the College Plan when you die, the form 
of pension you elected at retirement determines survivor benefits.  For example, if you 
had a spouse at retirement and elected a joint and survivor 60% pension, on your death 
your spouse will receive 60% of the payments you were receiving, for the remainder of 

                                                             
3 See the College Plan Booklet Choosing Your Best Pension Option for more information. 



his/her life.  The College Plan provides guaranteed options that would pay a lump sum 
amount if you and your spouse died before the guarantee period expired.  
 
If at retirement you chose a single life pension with a guarantee period, and you die 
before the guarantee period expires, survivor benefits are payable to your beneficiary in 
the amount of the remaining guarantee period.  
 

17. Why would I choose to keep the defined contribution plan? 
 
A member might favour the DC plan for a few reasons: 
 

• if you prefer to manage your own retirement investments,  
• if you have resources available such that you believe retirement planning is 

unnecessary,  
• if you are well-versed in investments and want to use all available funds to 

create your own portfolio (eg. making use of spousal RRSPs),  
• if you simply feel more comfortable taking on your own risks and your own 

responsibilities rather than buying into what is, essentially, retirement 
income insurance 

 
For any of those reasons members might feel more comfortable with the existing 
arrangement. 
 

18. Why would I choose to switch to a defined benefit plan? 
 
Members might prefer the DB option:  
 

• if you prioritize stability of income and predictability of benefits 
• if you are not currently making retirement savings and do not feel either 

the inclination or the investment knowledge to take this on 
• if you are concerned about market volatility,  
• if you want to plan a retirement date independent of market fluctuations,  
• if you expect you and/or your spouse to live long lives after retirement and 

are concerned about exhausting your savings,  
• if you simply wish that you had started saving or been required to start 

saving for retirement earlier  
 
Members with those concerns might be more inclined to the College Plan option. 
 

19. What does SFU think about this? 
 
Any pension arrangements we might want to make need to be negotiated with 
SFU. At this point, SFUFA is only holding an internal discussion of these matters 
so as to set its own priorities based on member preferences. If SFUFA members 
do indicate a strong interest in the defined benefit plan, we will then need to open 
discussions with the University. 



 
That said, SFU is clearly aware of the conversations we are having, and we have 
done our best from the outset to keep the administration informed and to answer 
any questions or concerns they might have. The University has also been in touch 
directly with representatives of the College Plan. We expect the University would 
have concerns about any potential increased liabilities under a defined benefit 
system – indeed, their concerns are similar to the ones we and members share, 
about possible fluctuation of contribution rates in particular. But we are 
confident that the governance structures of the College Plan, and its size and 
provincial reach, minimize those risks and that membership in the College Plan 
could have significant benefits for the University. 
 

20. When do I have to make a decision? 
 
SFUFA will soon conduct a member survey to determine whether members 
require additional information before making answering the general question of 
whether we should pursue the DB option. The results of that survey – including 
the extent of member participation – will determine next steps. A large turnout 
overwhelmingly in favour of pursuing a defined benefit plan may lead to the 
opening of formal discussions with the University and the College Plan. A turnout 
overwhelmingly in favour of the existing DC plan may lead to discussions on how 
and what we might do to make that plan work better for members. A result that is 
mixed, or indicates that members still have many unanswered questions that 
need addressing before any decision can be made would likely result in further 
work, further consultation. At this point, we simply cannot say. It will only be 
after the survey is conducted that we will be able to see exactly where the last year 
of discussion has led us and where members would like us to go from here. 
 
 
 
  
 


