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Member and Pensioner Statistics
Active Members Pensioners 

6,545
7,002 7,345 7,682 7,582

3,184 3,302 3,468 3,607 3,838

    

20102009200820072006

Contributions Received and Bene�ts Paid ($ millions)
Total Contributions Received Total Bene�ts Paid

$121.9
$132.6

$147.6 $142.2
$155.1

$166.2 $161.6

$190.0
$174.2

$137.8

2010 2009
Net investments $2,525 $2,286

Net receivable 15 8

Net assets 2,540 2,294

Actuarial adjustment for
   fluctuation in fair value of net assets (113) 125
Actuarial value of net assets 2,427 2,419

Actuarial deficiency 1,123 971

Accrued pension liability $3,550 $3,390

Assets and Liabilities Summary ($ millions)
As at December 31

Spring 2011

The UAPP’s 2010 
Annual Report
The UAPP’s Annual Report for the 
year 2010 has been released and 
this issue of the Communiqué 
provides financial, statistical and 
other summary highlights of the 
Report. The full Annual Report 
is available on the UAPP website 
www.uapp.ca under Publications.

Highlights of the 2010 Annual Report

20102009200820072006

Assets and Liabilities ($ millions)
Actuarial Value of Net Assets Accrued Pension Liability

$2,305
$2,527

$2,185
$2,419 $2,427

$2,714
$3,063 $3,240 $3,390 $3,550



Financial Position of the Plan
The Plan’s Assets
The market value of the UAPP Fund’s assets was 
$2,540.4 million at the end of 2010. This is an 
increase of $246 million from the Fund value of 
$2,294.3 million at December 31, 2009. The increase 
is largely due to the UAPP Fund’s overall return of 
10.1% in 2010. The net cashflow of $13.9 million 
from total contributions exceeding pension and other 
benefit payments and expenses also added to the 
increase in the Fund’s value. The corresponding figure 
for 2009 was $2.7 million, when this cashflow turned 
positive for the first time since the UAPP’s finances 
were separated from other assets by the government 
in the early 1990s.

The double-digit investment return in large measure 
reflects the impact on capital markets of continued 
actions by central banks and governments towards 
pumping credit by maintaining interest rates 
near historic lows and undertaking “quantitative 
easing”. Growing investor sentiment near the 
yearend that the world economy is on the mend and 
likely to see reasonable growth in 2011 as well as 
better-than-expected reported earnings also helped 
the markets move up.

Though investor sentiment was jolted many times in 
the course of the year by concerns about sovereign 
indebtedness, the viability of the Euro, rising inflation 
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in Asia, etc., almost all asset classes ended the year 
on a positive note. The overall world equity markets, 
as represented by the MSCI World Index, gained 
6.2% in Canadian dollars, and Canadian, US and 
emerging markets were up 17.6%, 9.4% and 13.0% 
respectively. Even the European and Far East markets, 
as represented by MSCI EAFE, eked out a gain of 2.4%. 
Fixed income investments, particularly the Canadian 
Long Bonds, as represented by the DEX Long Bond 
Index, also did well. The Fund’s investments in the 
Private Mortgage Pool produced a return of 10.1%, and 
real estate and other alternative investments combined 
produced a 10.8% return.

Like the markets, the UAPP’s Fund experienced 
tremendous volatility during the year. It lost 3.4% 
in the second quarter and gained 7.4% in the third 
quarter. The rise of the Canadian dollar against the 
US dollar, Euro and British Pound hurt the Fund’s 
return in Canadian dollars, as the Fund does not hedge 
currency risk because of the belief that in the long run, 
currency is a zero sum game.

The actuarial value of the Fund increased from 
$2,419 million at the end of 2009 to $2,427 at the end 
of 2010. At December 31, 2010, the actuarial value 
of the Fund is $113.2 million lower than the 
market value.
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In order to reduce the 
impact of volatility 
of the Fund’s annual 
investment returns 
on contribution 
rates, the actuarial 
value of assets is 
used in determining 
contribution 
requirements. The actuarial value is based on a 3-year average of the differences between the rates of return assumed 
in the actuarial valuation and the market rates of return as described in Note 2(c) of the Financial Statements. This 
means that, in better-than-expected markets (2003-2006), an Actuarial Adjustment, or a “smoothing reserve”, is 
established, and, in worse-than-expected markets (2007-2009), a deficit builds. Since the 2009 and 2010 returns 
have been higher than the actuarially-assumed returns, the Plan has set aside $113.2 million this year for future 
downturns in the market. As can be seen in Chart 2, the rolling 10-year average of the smoothing reserve has ranged 
from $25.1 million to -$24.6 million. 

200920082007200620052004200320022001 2010

-$164 -$154

-$3

$96
$124

$172

-$18

-$199

-$125

$113

Smoothing Reserve over 10 Years
(Actuarial Adjustment) ($ millions)

Rolling 10-year average of the smoothing reserve

CHART 2

($ millions)

December 31, 2010 December 31, 2009

Pre-1992 Service Post-1991 Service Total Service Pre-1992 Service Post-1991 Service Total Service

Fair Value of Net Assets 886.3 1,654.1 2,540.4 893.9 1,400.4 2,294.3

Actuarial Adjustment (48.3) (64.9) (113.2) 58.3 66.4 124.7

Actuarial Value of Net Assets 838.0 1,589.2 2,427.2 952.2 1,466.8 2,419.0

Accrued Pension Liability 1,592.0 1,958.1 3,550.1 1,617.6 1,772.4 3,390.0

Actuarial Surplus (Deficiency) (754.0) (368.9) (1,122.9) (665.4) (305.6) (971.0)

Funded Ratio on Actuarial Basis 52.6% 81.2% 68.4% 58.9% 82.8% 71.4%
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The Plan’s Liabilities
The Plan’s accrued liabilities 
as of December 31, 2010 are 
estimated at $3,550 million, 
a growth of 4.7% over the 
December 31, 2009 liability 
estimate of $3,390 million. The 
liability for pre-1992 service in 
relation to that of the post-1992 
service continues to decline. 
Now, the liability for pre-1992 
service is 81.3% of the liability 
for post-1991 service. The 
corresponding figures at the end 
of 2009 and 2008 were 91.3% and 
108.9% respectively.

The 2010 liability is based on 
an extrapolation by the actuary 
using the assumptions and 
methods employed in the 2008 
valuation. The 2008 valuation 
was done based on Plan data as 
at December 31, 2008 and was 
completed in 2009. The Board 
is undertaking a new actuarial 
valuation based on data as of 
December 31, 2010.
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CHART 4
Total Plan's Funded Status 
based on Market Value of Assets (percentage funded)

The Plan’s Funded Ratio
Due to the relatively stronger return on assets than the increase in the liability, the Plan’s funded ratio on 
a market-value basis in 2010 increased to 71.6% from 67.7% in 2009. However, the funded ratio on an 
actuarial-value-of-assets basis did not improve because the total actuarial value of assets under the 3-year averaging 
method hardly budged. Since the actuarial value of assets at the end of 2009 was $124.7 million higher than the 
market value, much of the better-than-assumed return had to go towards making up that difference and setting 
aside a small cushion ($113.2 million) for future downturns in the capital markets.

The history of the funded status of the post-1991 service shows that this portion can be expected to be fully funded 
in good markets. Any unfunded liability on this service is amortized over 15 years and is equally shared between 
employers and employees.

On a market-value basis, the Plan’s funded ratio for the pre-1992 service liability is 55.6% while the funded status 
for the post-1991 service is 84.5%. The 
unfunded liability for pre-1992 is accounted 
for separately from that of the rest of service 
because the Alberta Government in the early 
1990s set special rules for funding it. The rules 
require that it be retired over a long period 
ending in 2043. The Alberta Government pays 
a fixed contribution equal to 1.25% of total 
salary towards this unfunded liability and 
the employers and employees share equally 
the balance of the contribution required. 
The employer and member contributions 
are adjusted at each actuarial valuation as 
necessary to amortize the unfunded liability by 
the end of 2043.
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Funded Status on the Pre-1992 and Post-1991 Service 
based on Market Value of Assets (percentage funded)
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Pre-1992 Service Funded Ratio (percentage)

Actual Projected 

These funding rules for pre-1992 service mean 
that the funded ratio can be expected to trend 
downwards until the liability is fully paid. The Alberta 
Government’s share of the payments towards the 
pre-1992 deficit has dropped significantly in the last 
6 years. At the time when the cost-sharing was first 
imposed in the early 1990s, the Alberta Government 
paid the same contributions (1.25% of salary) as 
did the employees and employers combined. In 
2010, the Alberta Government paid $10.4 million 
and the employees and employers combined paid 
$15.7 million towards the pre-1992 unfunded liability. 
The present value of the Alberta Government’s future 
payments is estimated to be $287 million out of a 
total shortfall of $754 million.

The historic fall in capital markets and the associated 
negative return of the Fund in 2008 created a big 
drop in the Plan’s funded ratio. The Board took 
corrective actions over the last two years to shore 
up the Plan’s financial position. As noted previously, 
the capital markets and the Fund’s returns in 2009 
and 2010 have been much better. But it is not clear 
that they have been enough to restore the Plan to 
its position prior to the events of 2008. To assess 
the Plan’s financial position in view of the market 
returns and liability-affecting factors since 2008, the 
Board has authorized that an actuarial valuation as 
at December 31, 2010 be undertaken. The Board will 
then determine what further actions may be necessary 
to keep the Plan on a sound financial track.

Looking Forward
The UAPP is a five-year average-salary 
defined benefit plan with a 
post-retirement cost-of-living 
allowance of 60% of Alberta inflation 
and early retirement and other 
benefits. Given the fixed design of the 
Plan, the actuarial estimates of the 
Plan’s liabilities and annual current 
service costs, among other factors, are 
based on expectations regarding future 
inflation, real return on investments, 
salaries, age and service at the time 
of termination or retirement and life 
expectancy. The actuaries tend to 

adopt a steady relationship 
among inflation, real return 
on investments and salaries 
based on expectations of 
general long-term economic 
performance and other 
factors relevant to a particular 
plan. Other factors such as 
age and service at the time of 
termination or retirement and 
life expectancy, etc. tend to be 
estimated based on a plan’s 
experience and other relevant 
changes and expectations.



As the Plan’s benefits design has remained unchanged, 
except for changes to the pensionable salary ceiling 
under the income tax rules initiated in 2004, the 
increases in the Plan’s annual current service cost 
and accumulated liability reflect the changes in 
the economic and demographic variables affecting 
those costs.

In terms of demographic factors, the key change 
has been the actual improvements and the expected 
improvements in life expectancy. Since the mid-1960s, 
male and female life expectancy at age 65 has increased 
by about four years to 18 years for males and 21 years 
for females. This is an increase of over 29% for males 
and 23% for females.

According to the CPP actuary, since 2000, elderly 
mortality rates have been decreasing at a faster 
pace than in the previous decade. Males turning 
age 65 in 2010 are expected to receive, on average, 
retirement benefits for 20 years, and females are 
expected to receive their benefits for nearly 23 years. 
Improvements in life expectancy may slow down 
but can be expected to continue into future decades. 
It should also be noted that since life expectancy is 
generally higher as one moves up the socio-economic 
scale, the UAPP’s members can be expected to live 
longer than the general population.

Chart 8
Life Expectancy
(with future improvements)

Person Age 65
In 1966

(number of years)
In 2010

(number of years)
In 2050

(number of years)

Males 13.8 20.2 23.3

Females 18.2 22.6 25.0

Source: Office of the Chief Actuary, OSFI

The average age of the Plan’s active membership has 
increased by about one year since 1991 when the Plan 
was first assigned its own separate assets. This, too, 
pushes the Plan’s annual current service costs higher.

While the actuarial valuations have held the real 
return assumption at a constant 4% since 1997, 

the inflation assumption has been reduced from 4% 
to 2.7%. This lower inflation assumption has raised 
the estimate of annual current service costs and the 
accumulated liability.

The other major factor influencing liability estimates 
is the number of members retiring under the early 
retirement provisions of the Plan. Until relatively 
recently, early retirement provisions have been 
popular with members. There is some evidence that as 
Canadians stay healthy longer, they want to continue to 
work and retire at later ages. Now, all employers under 
the UAPP have abolished the mandatory retirement age 
of 65. This opens up the possibility of members not only 
not retiring at earlier ages but also working past age 65. 
If members were to do so in sufficient numbers, that 
would help reduce the annual current service costs of 
the Plan and, hence, the liability for future service.

Overall, based on the preceding discussion of relevant 
factors, one can expect a gradual but steady increase 
in the Plan’s annual current service costs and, hence, 
the accumulated liability. Other than unexpected 
investment gains, only plan design changes can alter the 
course of future annual service costs.

On the asset side, the Plan’s investment returns make 
the biggest difference to the value of the Plan’s Fund. 
To keep the Plan’s long-term contribution rates within 
affordable levels, the Fund invests in a diversified 
portfolio of global equities, bonds, real estate and other 
opportunities. This is based on the view that equity 
investments, because of the risks associated with them 
should, in the long run, earn a premium over the risk-
free rate of return available from bonds. However, this 
equity risk premium is not fixed or guaranteed and 
can be very volatile. After being substantially positive 
(around 4%) in the 1980s and 1990s, it turned negative 
in the decade since 2000. As a result, the equity-heavy 
funds performed poorly in the last decade and the Plan’s 
funded ratio took a big hit in 2008. Since then, with 
reasonable performance from the markets, the funded 
ratio on the market-value basis has started to improve.
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Overall, the volatility in the Fund’s returns is mirrored 
in the Plan’s funded ratio. The only way to alter 
that would be to move the Fund’s investments into 
low-volatility assets, which would require a reduction 
in the discount rate assumptions used by actuaries to 
calculate the Plan’s liabilities. A sensitivity analysis 
shows that a 1% decline in the Plan’s currently-assumed 
discount rate of 6.7%, keeping other variables constant, 
would increase the accrued liability by 14.3% and 
the annual current service costs by about 3.7% of 
payroll. Therefore, given the current, historically low 
yields on long government bonds, a shift in strategy 
to low-volatility long bonds can only come at a heavy, 
unaffordable cost to the Plan. However, to control 
risk, the Board has been shifting funds into real estate 
and infrastructure investments, partly because of the 
lower volatility of their returns and lower correlations 
with equity returns. But these assets have liquidity and 
other risks and constraints. Therefore, there is a limit 
on how much can be allocated to such investments. The 
Board is in the midst of reviewing its strategic asset 
mix and will make adjustments based on these factors 
and other relevant information. However, it is clear 
that the Plan’s financial health will continue to depend 
heavily on the performance of financial markets. If the 
markets perform well over the next few years and the 
Plan’s funded ratio becomes significantly better, the 
Board will have an opportunity to consider and adjust 
its risk exposure.

The Plan’s contribution rates are comprised of three 
components: annual current service costs, post-1991 

unfunded liability costs and pre-1992 unfunded 
liability costs. As previously discussed, the current 
service annual cost of 17.2% will creep up as life 
expectancy improves unless retirement experience 
shifts to later ages. The post-1991 unfunded liability 
costs are largely tied to the performance of the 
markets. Returns above those assumed in the actuarial 
valuations will reduce these costs. This is so for the 
pre-1992 unfunded liability as well but not to the 
same extent. This portion of service has less assets 
relative to its liability, in large part because the Alberta 
Government requires that it be funded over 50 years. 
Recent analysis show that there is a significant 
probability that the pre-1992 assets will be exhausted 
by 2025. For this portion of service, the contribution 
rate also depends on the growth of Plan membership. 
Except for an unusual year like 2010, the UAPP has 
shown robust growth in its membership. This growth 
has helped to keep the pre-1992 contributions lower.

In summary, 
while the 
Plan’s funding 
is affected 
by many 
factors, after 
plan design, 
investment 
returns are 
the most 
important 
determinant.

Keep Your Contact Information Current
It is important that you keep your contact information current. Active members should notify their employer 
about any changes to their address. It is particularly vital that pensioners and other terminated members ensure 
that the UAPP has their current contact information in case the UAPP needs to contact them about their pension. 
Pensioners or their agents should contact CIBC Mellon directly by telephone at 1.800.565.0479 ext 2125 or by 
e-mail at Trista_ Jackson@CIBCMellon.com to update their information. Other terminated members should contact 
Buck Consultants at 1.866.709.2092 in this regard.



Questions About the Retirement Planner? Call Buck 
Consultants at 1.866.709.2092 if you need help accessing the Retirement 
Planner, or for login or password inquiries. Your Member Statement can be 
accessed through the Retirement Planner.

Questions About Your Pension? Call Buck Consultants at 
1.866.709.2092, the Human Resources Department at your institution, or the 
UAPP Trustees’ Office at 780.415.8868.

Questions About Purchasing Prior Service or 
Periods of Leaves of Absence? Call the Human Resources 
Department at your institution, or the UAPP Trustees’ Office at 780.415.8868.

Comments? If you recently used the services of any of the groups listed 
above on a matter related to the UAPP and would like to comment on the 
service you received, please feel free to write to us at www.uapp.ca and click 
on Feedback.

Are You New to the UAPP?
Under the UAPP, members have two years from the time of becoming employed 
on a continuous basis to purchase periods of past eligible service. There are many 
rules regarding the eligibility and payment for past service. Interested members are 
encouraged to contact the Human Resources Department at their institution, or 
contact the UAPP Trustees’ Office at 780.415.8868.

Keep your Beneficiary Information updated
If you leave employment and leave your funds with the UAPP, keep your Designation 
of Beneficiary and the addresses of your beneficiaries up-to-date with the UAPP. 
Doing so will help expedite payment to your beneficiaries. Make sure your family or 
your executor knows you are entitled to a benefit from the UAPP.
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