
 

 
 
The Pension Issue 
Fall, 2014 

As I begin my term as SFUFA President, I must thank the outgoing president, Neil Abramson, 

for his service over the past year.  He did a wonderful job of engaging members, 

particularly in discussions of unionization.  While this could have been a very divisive issue, 

the dialogue among faculty members and with the administration remained constructive 

and collegial, and Neil played an important part in maintaining this tone. 

I'm excited to be taking on this role- there are a lot of important issues to work on this 

year.  The membership voted to become a union in May, and we will now be negotiating 

a collective agreement with the administration.  While the BC Labour Code stipulates that 

terms of employment remain in effect for 4 months after unionization, we have signed a 

memorandum of understanding with the administration to maintain existing working 

conditions for as long as negotiations remain productive.   

 

 

 
Message from the President, Julian Christians 
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Save the Date!                                   SFUFA Fall General Meeting 
November 13, 12-2 IRMACS 

 

This illustrates that, so far, unionization has not affected our cooperative relationship with the 

administration.  What does "negotiating a collective agreement" involve?  To some extent, it 

will involve taking existing policies that relate to working conditions and pasting them into the 

new collective agreement, where they may be negotiated during this or future rounds of 

bargaining, alongside salaries and benefits.  During this process, there may well be 

opportunities to change/ simplify/ clarify policies to the benefit of both the administration 

and the faculty.  If there are existing policies that you think should be altered, please let us 

know. 

Another issue for the coming year is that an equity committee has been struck to gather 

data on pay inequity between genders and related issues.  We are also examining 

alternatives to our current pension plan, and we hope to engage with as many members as 

possible on this topic over the coming months, beginning with a forum on September 

25th.  As always, members will (hopefully) continue to bring issues to us.  For example, the SFU 

Living Wage Campaign and Kinder Morgan pipeline will likely be discussed at our Fall 

general meeting on November 13th.   

 

Over the coming year I will be working to continue our constructive relationship with the 

administration and to continue engaging with SFUFA members to ensure that the SFUFA 

executive and staff work on what is important to you. 

SFUFA 2014-2015 Executive 
 

President: Julian Christians jkchrist@sfu.ca 
Past President/President Elect: Neil Abramson nabramso@sfu.ca 
Teaching Appt. Rep: Russell Day rday@sfu.ca 
Library Rep: Holly Hendrigan holly_hendrigan@sfu.ca 
Director: David Broun dbroun@sfu.ca 
Director: Glenn Chapman glennc@sfu.ca 
Director: Dan Laitsch dlaitsch@sfu.ca 
Director: Carolyn Lesjak clesjak@sfu.ca 
Director: Krishna Pendakur pendakur@sfu.ca 
Director: Carl Schwarz cschwarz@sfu.ca 
Director: Rochelle Tucker tucker@sfu.ca 

SFUFA Staff 
 

Executive Director:  
Brian Green 
brian_green@sfu.ca 
 
Executive Assistant: 
Melanie Lam 
sfufaea@sfu.ca 
 
Member Services Officer: 
Jennifer Scott 
jascott@sfu.ca 
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Pension Risk: What is it and why should you care? 
Barbara Sanders, Dept. of Statistics and Actuarial Science 

I have been following the question of faculty pensions with great interest over the past few 
months, not only as a member of SFUFA but also as a former pension consultant helping 
private and public sector clients grapple with plan design. The one thing I’ve missed the 
most in the SFUFA discussion to date is an exploration of the risks inherent in pensions in 
general, and a comparison of what risks are borne by whom under the two options 
contemplated in particular. I would like to offer you exactly that in this article, in the hope 
that it will help you make informed decisions about the amount and type of risk you choose 
to take on.  
I will use individual pension arrangements (like the one we currently have at SFU) as the 
baseline, illustrate their risks, and describe some ways that different collective arrangements 
can deal with those risks.  
Pensions 1-2-3 
Let’s start with three simple truths about individual pension savings: 

1. What goes in determines what comes out 
 
Pension savings form a system with three cash flows: a stream of contributions, 
investment earnings on those contributions, and benefit payments. The first two 
elements constitute the cash “inflow”, the third one is the “outflow”. Expenses paid to 
investment managers, custodians, and administrators also play a role, reducing cash 
inflows.  The system is closed: what goes in determines what comes out.  At a basic 
level, higher benefit payments can be achieved by increasing contributions, 
increasing investment earnings and/or reducing expenses.  
 

2. Uncertainty flows through the pension system  
 
In a world where the future is known with certainty, we could work backwards from 
future investment returns to figure out what level of contributions would be needed to 
provide a certain level of benefits. For better or worse, this is not the world we live in. 
Future investment returns are uncertain, especially over the very long periods 
spanned by pension savings (easily exceeding 50-60 years from hire until one‘s final 
breath). This uncertainty flows through to the other elements of the pension system. If 
contributions are kept fixed, benefits will become unpredictable: better returns make 
for higher benefits, worse returns result in lower benefits. Alternatively, if the objective 
was to keep benefit payments fixed and predictable, contributions would have to 
fluctuate: more in “bad” years to make up for investment losses, and less in “good” 
years. Investment risk translates to contribution risk, benefit risk, or both.  
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3. Uncertainty about individual longevity adds more risk 
 
Benefit risk itself is multidimensional: on the one hand we have how much will be paid, 
and on the other hand how long it will be paid for. If our goal is “lifetime retirement 
income”, the length of the benefit payment period is unknown. The resulting “longevity 
risk” is in addition to the investment risk described above and affects the pension 
system in similar ways. It can make contributions more unpredictable: there may need 
to be extra money put in if the individual lives for “too long”, or there may be some 
money left over if he dies earlier than anticipated. Alternatively, if we wanted to keep 
contributions fixed, the benefit amount would have to compensate for different 
payment horizons: starting with the same pot of money at retirement, bigger payments 
could be afforded if the lifespan was shorter, smaller payments if the lifespan was 
longer. Uncertainty about the lifespan in this case translates into uncertainty about the 
“correct” benefit level. So, just like investment risk, in a pension plan longevity risk turns 
into contribution risk, benefit risk, or both.  

 
Mitigating pension risks: risk-pooling and diversification 

 
One way to mitigate investment risk in a pension plan is to diversify holdings. This way, even if 
one of the investments turns out to be a dud, the proverbial basket is not empty. More 
importantly, assets that perform well in one time period (e.g. those that grow in value during 
economic boom times) can be combined with assets that perform better in other periods 
(e.g. those that protect value during economic downturns). The various investments balance 
each other out and the overall returns remain more stable. 
 
To mitigate longevity risk, individual members may form an annuity pool. Under this 
arrangement, each individual turns over his pension assets to the pool in exchange for a 
stream of payments for life. This way, members do not have to worry about outliving their 
assets; however, they also give up the opportunity to leave any unused pension assets to 
their estates. Instead, any money that is left over in the event of an early death stays in the 
pool where it subsidizes those who live longer than average.  
 
The principle behind an annuity pool is similar to diversification among different investments: 
the various investments (annuitants) balance each other out so that the overall portfolio 
(annuity pool) is more stable and predictable than any individual investment (annuitant) 
might be. The main difference is that in an annuity pool the offsets happen between 
members rather than between different investments of the same member. This can add an 
element of tension between members, especially if it is perceived that some members are 
getting a better deal than others.  
 
A third way to reduce pension risk relative to an individual arrangement is pooling and 
sharing investment risks across generations of members. This is an extension of the 
diversification idea to different cohorts of plan members and usually involves the build-up of 
reserves (so-called risk buffers) during good times in order to cushion losses during bad times.  
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The 

protection that is provided by this arrangement against the downside is afforded by holding 
back some of the upside. In structuring such arrangements, maintaining intergenerational 
equity is an important challenge: how much should we hold back in good times, and how 
much protection do we offer in bad times?  
 
It is important to note that any of the three risk reduction strategies outlined above 
(diversification of the asset portfolio, annuity pools, and collective risk buffers) can be 
implemented among members, without the involvement of a third party. However, in certain 
situations an outside party, such as an insurance company or an employer, may assume all 
or part of the risk. If all of the risk is assumed, we say the risk has been transferred. This can be 
a good option, although finding a third party willing to take on the risk for an attractive price 
can be a challenge.  
 

The risk-sharing spectrum 
 
With this knowledge, we can classify pension arrangements based on who bears the risk:  
 

• At one end of the spectrum, we have traditional defined contribution (DC) plans like 
our current plan, where members bear all of the investment and longevity risk 
individually. Members can choose to transfer those risks to an insurer at retirement, but 
not before.  
 

• At the other end of the spectrum, we find traditional defined benefit (DB) plans, where 
the employer bears all risks (investment and longevity risks alike) through fluctuating 
contributions. Members’ contributions are fixed and their benefits are guaranteed. This 
type of plan is on the decline, both in Canada and elsewhere, as both public and 
private sector employers seek ways to offload at least part of their risk burden to other 
parties. 

 
• One hybrid model (not quite a traditional DB plan, but also not DC) shares risks among 

members and the employer. The College Pension Plan is an example of such a “jointly 
sponsored pension plan”. Here, both the investment risk and the longevity risk is 
shared, first among members by employing the mechanisms outlined above, and 
secondly between the members and the employer through a variable contribution 
formula.  

 
• In a fourth variant, closer to DC than DB, members share some of the risks among 

themselves without the employer assuming any financial risk. The UBC Faculty Plan is a 
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PENSION FORUM & PANEL 
DISCUSSION 
 
THURSDAY, SEPTEMBER 25, 1-3 PM 
DIAMOND ALUMNI CLUB 
 
ALL SFUFA MEMBERS WELCOME 
REFRESHMENTS WILL BE SERVED 
 
 
 
 
 
Can’t Make It?  
Check www.sfufa.ca regularly—a video of the 
event will be made available as soon as possible.  

Transfer  
all risk 

 
 
 

Retain risk 
individually 

 
 
 

Pool risks 
 

Traditional 
DC 

DC Plus Traditional 
DB 

Jointly 
Sponsored 

Where would you like to be on this spectrum? Are there risks you might be interested in 
pooling with other members? Are you willing to give up some or all of the upside in order to 
gain protection on the downside? To what extent are your views affected by your age, 
career status, family situation, etc.? Might they change in the future?  
 
I hope you will join us at the Pension Forum on September 25th to learn more about how your 
preferences and those of your colleagues may shape our future pensions. 
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The “R” Word 
Bob Hackett, School of Communication 

When I get together with friends and colleagues in my age group, both within and outside 
academia, increasingly the R word comes up.  Dreaded by some, eagerly anticipated by 
others.  Retirement. 
 
It’s been less than seven years since the end of mandatory retirement at age 65.  That 
change, mandated by court decisions and legislation in one province after another across 
Canada, certainly ended one form of age discrimination.  It also has increased choice and 
flexibility in planning, for both individual employees, and for institutions like SFU. 
 
But it’s not without complications.  The SFU administration reportedly expresses concern that 
about 10 percent of SFU faculty members are now over 65.  Why the concern?  Perhaps 
older faculty are seen as less productive, or less open to innovation or managerial direction?  
Or are they simply seen as blocking the fiscal capacity for hiring younger and emerging 
scholars?  While generational renewal is a valid concern, perhaps SFU could give more 
recognition, and find ways to enhance, the distinct contributions that senior faculty can 
make – for example, mentoring, institutional memory, and taking on service roles that could 
reduce the burden on younger colleagues building a research career. 
 
From the faculty perspective, who could complain about having a choice about when to 
terminate their employment at SFU?  (Notice, I am avoiding the R word – many move on to 
encore careers.)  My conversations with various colleagues suggest a range of attitudes.  
Some are so committed to intellectual work that they plan to continue writing and teaching 
as long as they are able.  I think of my extraordinary colleague, the late Dallas Smythe, who 
was still working into his 80s, long after his mandatory retirement.   
 
Others would like to continue their academic vocation past traditional retirement age, but 
on a part-time basis.  Other life demands intrude – personal health and energy, greater 
family responsibilities such as caring for aging parents, the wish to reconnect with friends, 
revive dormant hobbies, or tick off items from one’s personal bucket list. 
 
There’s also the increasing energy it takes to relate to undergraduate students nearly two 
generations removed.  Speaking personally, in the classroom, what can I assume about 
common cultural or historical points of reference?  Each year I review the historical 
chronology of my students’ lives.  Today’s 18-year-old undergrad had not started grade 
school when the 9/11 attacks occurred.  At least I don’t ask them where they were when JFK 
was assassinated!  Another example: creeping into my student course evaluations is the 
occasional complaint that I use big words to show off.  It’s certainly not intentional, and I 
won’t simply blame the twitter generation for its linguistic limitations.  Research apparently 
suggests that there’s at least one human capacity (thank goodness there’s one, anyway) 
that reaches a peak in one’s 50s and 60s – vocabulary.  So I think twice before using 
multisyllabic terminological expressions….Oops 
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Then there are those who may feel ready to move on, but are hesitant to commit to an 
irrevocable retirement date.  Why?  I’ve heard several reasons over the years.  For almost all 
faculty, our pension plan is based on ‘defined contributions’ rather than ‘defined benefits’ – 
your post-retirement income is related to the fund’s market value when you retire.  Memories 
of the 2008 financial crash are very much with us.  On the flip side, perhaps some of us are 
hoping for a future buyout offer, such as occurred in 2008/09, when an unexpected 
provincial budgetary cutback led to SFU offering generous severance packages.  Possibly as 
important as finances, are what one colleague calls the “psycho-social” anxieties of 
retirement.  Retired friends tell me how much they value social contact, meaningful activity, 
structured time, and respect and status.  How can these best be maintained once the 
umbilical cord of employment is cut? 
 
Are there policies and practices that we could adopt or amend at SFU, that would meet the 
diverse goals of choice, fulfillment and productivity for faculty members, and long-term 
institutional planning and generational transfer for SFU?  Following are just a few ideas.   
 
In terms of policies directly pertaining to retirement, could we increase the reduced 
workload phase-out policy from 3 up to a possible 5 years?  Offer better post-retirement 
benefits, such as more affordable medical or dental insurance?  Reduce the market-driven 
volatility of the pension fund, for example, by purchasing insurance policies to guarantee a 
minimum balance upon retirement?   
 
Can we reduce “psycho-social anxiety” through more extended workshops on this aspect of 
retirement?  Can we create more opportunities for retired professors who wish to remain 
engaged and respected within their academic disciplines, and with SFU?  A simple but 
delightful example: I understand that some Asian universities follow a tradition of inviting 
retired professors to meet the incoming cohort of graduate students at the start of each 
academic year.  Why not here? 
 
We could also revisit policies that don’t pertain specifically to retirement, but may be of 
particular assistance or interest to senior faculty members.  How about making the option of 
part-time employment for a specified length of time a matter of right, rather than something 
that is applied for and subject to administrative approval?  Faculty elsewhere, such as at 
Carleton University, have won that benefit through collective bargaining.   
 
And how about improving SFU’s compassionate leave policy?  A senior colleague who 
needed time off during a teaching term to take care of a seriously ill parent informed me 
that SFU allows only five days of such leave annually, and unused sick days cannot be 
transferred.  My colleague used personal funds to pay for extra instructional help during that 
family crisis. 
 
I’m very glad that SFUFA is undertaking a membership survey on these important issues.  No 
doubt it will reveal many other creative ideas.   
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Structure of the Current Academic Pension Plan 
Debbie Wilson, Director, SFU Pension and Benefits 

The SFU Academic Pension Plan is a defined contribution pension plan commonly referred to 
as a money purchase plan. This means that the contributions that the University makes, and 
those that you may choose to make, are invested in one or more of the investment options. 
When you leave SFU, you will have accumulated a lump sum amount to purchase a lifetime 
retirement income. 
 
SFU contributes 10% of your basic salary, less a CPP offset to a maximum of $419.40 per year, 
to your account. You are not required to make any contributions, although voluntary 
contributions are permitted. 
 
Each plan member is responsible for choosing how their contributions will be invested from 9 
different investment choices – these include GIC’s, money market, bond, equity and 
balanced funds.  If you do not make a choice, your contributions will be invested in the 
default option, which is the SFU Balanced Fund option. You can change your investment 
choice at any time. 
 
At retirement or termination of employment, you will receive an option form that shows the 
choices you can make with your account balance. If you were a plan member before 
January 1, 1993 (the date that pension legislation became effective in BC), you will have 
additional choices since contributions made before then, and the related investment 
income, are not required to be locked-in. Locked-in means that your funds must be used to 
provide you with a lifetime pension such as a life annuity or Life Income Fund (LIF); they 
cannot be taken as a single lump sum payment and used for purposes other than a lifetime 
income. 
 
The choices you have with your locked-in account balance are: 

-‐ Transfer funds to a locked-in RRSP or another pension plan in Canada 
-‐ Transfer funds to a LIF (you must be at least age 55) 
-‐ Transfer funds to a financial institution who will provide you with a life annuity (you must 

be at least age 55) 
-‐ Leave your funds in the Plan until December 1st of the year you reach age 71. 

 
If you have pre-1993 contributions, you can transfer that value to a regular RRSP, a 
Registered Retirement Income Fund (RRIF) or you can elect to take the money in cash, less 
withholding tax. 
 
Note that you cannot withdraw any of the contributions made by the University until you 
have terminated your employment with SFU. 
 
The chart on the following page highlights the differences among the various options that 
are available to you when you leave SFU. 
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 Defer Decision Life Annuity Registered 
Retirement Income 
Fund (RRIF) 

Life Income Fund 
(LIF) 

Definition Your funds continue 
to be invested. This is 
permitted until Nov. 
30th of the year you 
reach age 71 

You exchange your 
funds in return for a 
monthly income for 
your lifetime and 
your spouse’s 
lifetime, if elected. 

Your funds remain 
invested and you 
receive a 
percentage of the 
funds as income 
payments, subject to 
legislated minimums. 

Your funds remain 
invested and you 
receive a 
percentage of the 
funds as income 
payments, subject 
to legislated 
minimums and 
maximums. 

Eligible Funds All or part of your 
total account 
balance 

All or part of your 
total account 
balance 

All or part of your 
non-locked in 
account balance 

All or part of your 
locked-in account 
balance 

Investment Control You continue to 
control the 
investment of your 
account using the 
investment options. 

You release control 
of your funds in 
exchange for a 
lifetime income. 

You continue to 
control the 
investment of your 
account.  

You continue to 
control the 
investment of your 
account. 

Income Amount Cash withdrawal of 
your non-locked in 
funds. 

Depends on the 
payment option you 
elect. This includes 
single or joint-and–
survivor options, 
guaranteed periods 
etc. 

Depends on the 
amount of your non 
locked-in funds and 
your need for 
income from this 
source. It is subject 
to legislated 
minimums and 
investment 
performance. 

Depends on the 
amount of your 
locked-in funds 
and your need for 
income from this 
source. It is subject 
to legislated 
minimums and 
maximums and 
investment 
performance. 

For How Long Until you reach age 
71 

For your lifetime and 
your spouse’s 
lifetime if you elect a 
joint & survivor 
annuity. You can 
also elect a 
guarantee period up 
to 15 years. 

For your lifetime as 
long as you have not 
depleted your 
capital. 

Usually until at 
least age 100 (the 
maximum annual 
withdrawal limit 
helps ensure there 
are sufficient funds 
to provide an 
income for life). 

Cash Withdrawals Yes – from non 
locked-in funds 

None available Yes Yes – subject to 
yearly maximum 
limit. 

Change to another 
option 

Yes – at any time No Yes – at any time Yes – at any time 

Death Benefits Full account 
balance paid to 
your spouse or other 
named beneficiary 

Upon your death, 
your spouse may 
receive a 
percentage of your 
monthly income, 
based on the option 
elected at the time 
of purchase. You 
may also add a 
minimum guarantee 
period (max 15 
years). 

Full account 
balance paid to 
your spouse or other 
named beneficiary 

Full account 
balance paid to 
your spouse or 
other named 
beneficiary 

 

 

Options with Accumulated Account Balance Upon Retirement  
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Defined Benefit v. Defined Contribution: 
A Glance at Two Pension Plans 

Brian Green, Executive Director, SFUFA 
 

The SFUFA Executive has begun to discuss what options might be available to address the 
concerns with our current plan – leave it as is; attempt to bargain an increased pension 
contribution from the University; bargain a defined benefit plan; seek to join a larger, existing 
defined benefit plan, etc. As we continue to investigate the pros and cons of various 
options, we hope to hear from all of you as to your satisfaction with the current plan, your 
feelings on the various routes we might explore, or other ideas we have not considered. 

As a starting point, we present two existing plans in place in the BC post-secondary 
education sector; the first, SFU’s Academic Staff Pension Plan, is a defined contribution plan 
in which the University contributes 10% of salary into a pension account for each member; 
the amount accumulated at your time of retirement can then be paid out to you in a 
number of ways. The second, the BC College Pension Plan, is a defined benefit plan, which 
does accept applications from new members, and likely provides the best option for a 
defined benefit approach. Both members and the employer are required to make 
contributions, and the benefit at retirement is based on a standard formula, and 
guaranteed. 

The plans are very, very different, and each has strengths and weaknesses. Conversion from 
one to the other is possible, but complex, and would require the agreement of both 
members and the University. The information provided here, then, is very limited, and covers 
only the most basic features of the two plans. We hope it will help to illustrate some of the 
pros and cons of the two main models that are in existence in our sector, and provide 
enough information that members can meaningfully ask further questions or provide 
feedback on the substantive question. 

 Defined Contribution vs Defined Benefit: 

A defined contribution plan mandates the contribution rate but not the pay-out. SFU 
currently has a defined contribution plan. The employer pays a set amount (10%) and 
members may choose to make additional voluntary contributions. Those monies are 
invested, and either increase or decrease with the market. At retirement each member 
takes out the value of their contributions. There is no set amount any member is guaranteed 
on retirement. Depending on one’s own decisions to make additional contributions, and 
depending on the performance of the market, one can do very well or very poorly. It is, in 
effect, not so much a pension, as we understand that word, as a retirement savings plan. 

A defined benefit plan mandates the benefit you receive upon retirement. Contribution 
rates are what may fluctuate, as the plan’s administrators conduct periodic assessments of 
plan health and set contribution rates accordingly to ensure that the plan has enough assets 
to meet all of its obligations. 
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Rather than the individual-based accounting system of a defined contribution plan, a 
defined benefit plan pays according to a set formula based on salary and years of service. It 
means more guarantees at the end of the day, but also higher contributions, paid for by 
members themselves. 

 Member Contributions: 

Under SFU’s current system, SFUFA members are not required to make contributions to the 
pension plan. SFU pays 10%, and members may choose to make additional contributions, or 
may invest independently in RRSPs, or may take no action. The current pension plan in place 
does not cost you as an individual anything off your paycheck. If you are concerned about 
retirement, you can take additional steps at your own initiative to secure your future. 

Under the College Pension Plan’s system, members pay a contribution similar to that of the 
employer. Rates are set every three years after an actuarial assessment, and whatever rates 
are established are binding on both employees and employers. When markets are difficult 
and numbers of potential retirees swell, rates can go up. When the market performs well and 
a significant surplus is accumulated, rates can decrease. Those decisions are not made by 
unions or employers or members, but only by the trustees of the plan. Current rates in the 
College Plan are around 10% each from the employer and the employee. 

 Plan Membership and Size of the Plan: 

SFU’s pension system is an in-house plan, including faculty, teaching appointments, librarians 
and academic administrators. It has a membership of some 1100 people, and a total fund of 
something over $297 million. 

The College Pension Plan includes some 23,000 people – faculty at all of BC’s public 
colleges, the recently-established universities, BCIT and Royal Roads University. Its assets are 
in the neighbourhood of $3 billion, and it is partnered for investment and some administrative 
purposes with other BC public sector plans which together have close to $100 billion in 
assets. The plan is healthy, and is listed in the top 100 of defined benefit plans in Canada. 

 Decision-Making Authority: 

A local plan, such as SFU’s, provides significant faculty control. Plan members elect 50% of 
the pension trustees, which gives you substantial input into how the current plan is managed. 
A case in point is the decision last year to request that the pension trustees explore an 
optional plan divested of fossil fuels. While that vote cannot mandate the change, it 
certainly sends a message and could still result in the divested option being introduced. A 
larger plan, such as the college plan, includes many more members, and many more 
organizational players, and so SFU faculty’s own voice in that scheme would be reduced. 

The College Pension Plan is governed by 10 trustees – 5 appointed by the organizational 
members, 5 appointed by government. The trustees seek consensus, and require at least 8 
trustees to support a change in the plan in order to protect decision-making from veering 
too far to either government or the unions/ associations involved.   
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Any SFUFA representation at the table would have to be negotiated as part of our entry to 
the plan, should we decide to pursue that option. 

 Legalities: 

In pensions, as in life generally, the devil is in the details – and particularly the details of 
taxation law. We are still researching this area, because a number of factors can impact 
how a move to a defined benefit plan might impact SFUFA members. 

A few notes: RRSP limits are set by CRA, and cap the amount that one can put into 
retirement savings tax-free. Pension contributions are also tax free, and members in a 
defined benefit plan can still make voluntary RRSP contributions as they see fit. 

As a general rule, CRA limits pension benefits to no more than $90,000 per year. This limit, 
however, does not apply to the College Plan, and so members who have had higher-end 
salaries or served in well-compensated administrative posts are not cut off. 

Federal law does limit the assets a pension plan can hold. A plan cannot hold an unlimited 
surplus. When the college plan approaches this surplus, contribution rates are temporarily put 
on hold or reduced in order not to exceed that limit. While contributions can be raised in 
hard times, then, they can also be lowered in good times. The college plan has had times 
that it has done both. 

Transitional issues are complicated. If we did pursue something like this, we would have to 
determine how to translate existing monies in our DC plan into ‘pensionable years of service’ 
in the college plan. We would have to sort out exactly what it would cost members to buy 
additional years into that plan, should they choose to do so. We would have to decide 
whether and when the transition would occur, and what choices individual members at 
different career stages would have. It would be a good deal to think about, and we don’t 
have many specifics yet. But it has been done before, so we would have examples to draw 
from. 

Member Costs: 

Under the College Plan, members would be required to contribute approximately 10% of 
salary to their pensions. Given the application of taxes etc, you would not see the full 10% as 
a paycut, but there most certainly would be an impact. Those who are currently making 
voluntary pension contributions or paying into RRSPs could of course off-set the paycheque 
deduction by ending or reducing those voluntary payments. But anyone not making 
voluntary payments of any kind would be paying more – almost certainly for greater payoff 
in the future, to be sure, but at an immediate cost. 
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 Payouts:  

The benefits one can expect to be paid under our current defined contribution plan are 
difficult to determine, because individuals may be making voluntary contributions, because 
some hold substantial RRSPs which supplement the pension savings, and because market 
fluctuations impact members immediately and directly. The following, then, is only very 
rough information for illustrative purposes, taken from a 2012 pension-focused bargaining 
bulletin. 

In 2012, the average accumulated pension savings of an SFU faculty member between 60 
and 64 was $245,199. 

For members 65 years of age or older and still working, the average was $420,630 – 
significantly higher, but this includes members who had retired but had not yet begun to 
make any withdrawals from their accounts. 

In any event, at no point was the average account of a member approaching or at normal 
retirement age anything near $500,000. 

Now, market performance has improved of late, so let us presume that a member does 
achieve a $500,000 savings by the time s/he wishes to retire. Retirement calculators estimate 
this would provide an annual benefit of approximately $35,000 for the retirement years. To 
achieve a retirement income of $50,000 with inflation protection you would require a 
balance of some $750,000 in your account. 

Defined benefit plans generally operate on a formula: a % of income X salary X number of 
years of service. The formula is not straightforward, but in general terms the college plan’s 
formula works out to roughly 2% X highest five years of salary X years. What does this mean? 

Have 35 years of service? Retire with a guaranteed benefit of 70% of salary. 

30 years of service – 60% of salary. 

25 years of service – 50% of salary. 

In dollars, that means a senior lecturer retiring at top of scale after 35 years would earn a 
pension benefit of some $70,000 per year; a full professor at top of scale would earn about 
$98,000 a year in pension. And those are guaranteed dollars, and eligible for inflation 
adjustment. 

There is, of course, a challenge here. Given that our existing contributions are only at 10% per 
year, it is extremely unlikely that your dollars would buy you enough years in the college plan 
to reflect your real work history. For example, you may have been at SFU 18 years and find 
that your pension here is only worth 10 or 11 years in the college plan. We would have to 
negotiate a dollar equivalency for each year of service, and make arrangements by which 
SFUFA members could purchase additional years under the defined benefit arrangement. 
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In Sum: 

SFU’s current pension scheme has its benefits – it is no cost to the employee, it allows for 
additional contributions by those who choose to make them but mandates nothing, it is 
highly individualized, and it is locally governed, providing substantial control to faculty 
members. 

A defined benefit plan such as the BC College Pension Plan is less flexible, less autonomous, 
and costs. And a good portion of that cost has to be borne by members themselves. On the 
other hand, if you are 64, a possible annual pension of $30,000 looks pretty paltry compared 
to a guaranteed benefit of over $90,000 a year. That’s not free money – you pay for it. But 
you pay earlier, over the course of your career, in a large plan that can leverage more 
investment weight than we can on our own. And you pay for that heft, too, in autonomy 
and flexibility. 

This is a hugely important issue. But it is also a very complicated one, and we at SFUFA are 
not pension experts by any stretch. We do, however, think the stakes are high enough that 
we should initiate this conversation, and hear from you, the members, about your priorities 
for our pension plan. 

Please note: this information was posted on www.sfufa.ca in July, 2014. As we investigate this 
issue further, more information will become available. This is general information only; please 
check the Association website regularly for updates, information sessions, and the results of 
the survey.  

Consult the table below for a comparison of the key differences between Defined Benefit 
and Defined Contribution pension plans, based on the current SFU benefit plan and the BC 
College Pension Plan.  
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For more detailed information please see the following websites: 
http://www.sfu.ca/human-resources/faculty/pensions.html 
http://www.college.pensionsbc.ca 
http://www.sfufa.ca 
 

 Defined Contribution 
(current SFU plan) 

Defined Benefit (BC 
College Pension Plan) 

Member Contributions Mandated contributions but not 
payouts. No guaranteed 
amount upon retirement. 
Investment returns based on 
market fluctuations. 

Defined benefits upon 
retirement. Contribution rates 
may fluctuate based on market 
performance of the plan. 
Guaranteed payout according 
to formula based upon years of 
service and salary. 

Plan Membership and Plan Size In-house plan of SFU faculty, 
librarians, and academic 
administrators (approx. 1100 
members). Fund total: ~$297 
Million 

Membership composed of all 
BC Colleges, recently-
established universities, BCIT, 
and Royal Roads. Fund total: 
~$3 Billion (some shared 
administration with other public 
sector plans totalling $100 
Billion).  

Decision-Making Authority Plan members elect 50% of 
trustees; substantive input to 
direction of plan investments.   

10 trustees (5 appointed by 
members of all contributing 
organizations, 5 appointed by 
government). Any SFUFA 
representation would need to 
be negotiated.  

Costs to Members SFU pays 10%, any other 
contributions are entirely 
voluntary.  

Members pay a mandatory 
contribution rate similar to the 
employer contribution. The rate 
is set based on an actuarial 
assessment that takes place 
every 3 years. Current member 
contributions are approximately 
10%.  

Payouts Based on individual investment 
and total contribution at time of 
retirement.  

Salary calculation based on 
best 5 years over the course of 
your career.  
35 years of service=70% of salary 
30 years of service=60% of salary 
25 years of service=50% of salary 

 


