TimeWise

Fall 2015

A Publication of the CSS Pension Plan

THE BALANCED FUND:
THE HEART OF THE PLAN
One of the biggest advantages of your
CSS Pension Plan membership

CONTRIBUTION RATE REVIEW
Expected income replacement ratios declining

EMPLOYER SURVEY HIGHLIGHTS
Results confirm the value of the Plan

Vol. 38 | No. 2

Fall 2015
What’s inside?
UPDATES

1

Plan and market update

4

New pension legislation

6

Yearend 2015

Returns show greater volatility

New provisions in place under Alberta, BC,
Ontario and federal legislation

Employer procedures for pension contributions

PROFILE

7

Making numbers make sense
A profile of Plan office administrator Gayle Richmond

GOVERNANCE

10

Election of employee delegates

13

Employer survey highlights

Retiree, non-Saskatchewan delegates up for
election

Results confirm the value of the Plan

MEMBERS

TimeWise is published twice a year by the Co-operative Superannuation Society
Pension Plan (registration no. 0345868), Box 1850, Saskatoon, Saskatchewan S7K
3S2. Phone (306) 244-1539 (toll-free 1-844-4CSSPEN).
TimeWise is the official publication of the Co-operative Superannuation Society
Pension Plan and is provided free to all active contributing members of the Pension
Plan through the Pension Plan’s member organizations and to all retired members of
the Pension Plan.
Opinion and comment expressed in TimeWise does not necessarily reflect the official
policy of the CSS Pension Plan.

15

The Balanced Fund: The heart of the Plan

18

Contribution rate review

21

Attention retirees

A behind-the-scenes look at the expertise that goes in
to structuring our default investment fund

Expected income replacement ratios declining

December pension payments to be deposited early

UPDATES

&

Plan

market update

Returns show greater volatility in first eight months of 2015
Selected results for the first eight months of 2015 appear in the table below. The regular Quarterly Update for the third
quarter of 2015 will be posted on the Plan’s website in the third week of October. Employers are encouraged to print and
post the newsletter for any members who do not have access to a computer at work. Members who have online access
can find the Quarterly Update in the “What’s New” section of the Plan’s home page at www.csspen.com.

Key metrics to August 31, 2015
2015

2014

Change

Net assets available for benefits

$3,312,230,717

$3,268,845,685

1.33%

Transfers out

$91,989,674

$90,779,266

1.33%

Contributions

$91,783,550

$86,365,875

6.27%

Pension payroll

$32,459,774

$31,433,131

3.27%

Variable Benefit payroll

$9,639,907

$7,467,294

29.10%

New pensions

$26,663,708

$37,771,006

-29.41%

Investment expense

$4,786,644

$5,665,338

-15.51%

Administrative expense

$1,697,636

$1,726,032

-1.65%

C

ontributions to the Plan have increased again this year,
reflecting contribution rate increases, wage increases and
membership growth. The Plan’s pension and Variable Benefit
payrolls have also continued to rise, while funds committed to
new pensions declined slightly and transfers out of the Plan to
departing members held relatively steady. Overall, the value of
the net assets available for benefits held on behalf of non-retired
members rose slightly over the past 12 months.
Members will note that the Plan’s investment expense has declined
in 2015. This is partly the result of using a low-cost, passive
strategy to transition out of our ACWI (ex U.S.) mandate. Two
other changes have also decreased the Plan’s investment costs this
year. These are:
•

the negotiation of a new fee arrangement with one of the
Plan’s active Canadian equity managers, and

•

a fee reduction for our dynamic currency hedging mandate.

The Plan continues to monitor the cost impacts of all changes to
our asset mix and fund structures to determine the value added
for members, net of fees.
Administrative expenses have also declined in 2015. Most of the
decrease is the result of one-time expenses that occurred in 2014.
Countering this are additions to staff as we continue to upgrade
our IT systems and prepare to roll out our retirement planning
service. The first major renovation to the Plan’s offices since 1980
was also completed earlier this year. The costs, however, were
capitalized rather than expensed.
The overall trend in the Plan’s expenses over the past five years
has been up, due to strategic decisions taken to strengthen the
value of Plan membership for CSS employers and employees.
Even after these increases, however, the Plan still has one of the
lowest management expense ratios (MERs) in Canada’s defined
contribution (DC) pension sector, with the Balanced Fund MER
at 0.33%.
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Fund unit price changes in 2015
Since 2005, members’ accounts no longer accrue interest. Dividends, interest, and investment gains and losses are allocated continuously
to members through daily changes in fund unit prices. The percentage change in each fund’s unit price for the current year is its investment
return. Fund unit prices and fund returns have shown greater volatility than usual over the first eight months of 2015. So far this year, the
Balanced Fund’s return has been as high as 7.68% in April and as low as -0.93% in August.
Fund

December 31, 2014

August 31, 2015

Change

Return

Balanced

$18.772688

$19.241632

$0.468944

2.50%

Money Market

$12.144427

$12.230868

$0.086441

0.71%

Equity

$14.962530

$15.345638

$0.383108

2.56%

Bond

$12.102442

$12.454900

$0.352458

2.91%

2015 Fund returns
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Market update*
Second-quarter data showed a moderate economic recovery
continuing in the U.S., with conditions continuing to improve
in the eurozone following the financial settlement reached with
Greece. Nevertheless, concern over possible interest rate rises
in the U.S. and the U.K., a stock market collapse in China and
concerns over the impact of falling commodity prices are currently
pressuring global investment markets. At home, the Bank of
Canada has lowered short-term rates in response to the collapse
of oil prices and resulting economic weakness, with the Canadian
economy in a technical recession at the end of the second quarter.
The U.S. Federal Reserve ended its bond purchase program last
fall, although it continues to reinvest the proceeds of maturing

securities. The Fed is carefully watching employment and inflation
data in preparation for its first rate increase in over eight years, as
investors continue to watch and wait.
In the seven years since the world’s central banks responded to
the financial crisis by slashing interest rates, more than a dozen
in the advanced world have tried to raise them again. All have
been forced to retreat. At this point, there is still little confidence
that the economy will experience a sustained acceleration back
towards 4% growth. With slower growth and low interest rates,
many commentators are expecting stock and bond returns to
remain low.

* All returns are stated in Canadian dollars. All indices quoted are “total returns” including price changes and interest or dividends accrued to
August 31.

UPDATES
For the first eight months of the year, the S&P/TSX Index
(Canadian equities) lost 3.47%. The falling Canadian dollar,
however, produced strongly positive returns for foreign equities
in developed markets. When measured in Canadian dollars, the
MSCI All Countries ex U.S. Index went up 10.07%. The Plan’s
passive U.S. equity mandates closely tracked their benchmarks,
with the S&P 500 Index (U.S. large-cap equities), increasing by
11.56%, while the S&P 400 Index (U.S. mid-cap equities) gained
13.17%. In Europe, the EAFE Index (non-North American
developed equities) increased by 14.63%. Reacting to falling
commodity prices, emerging market equities produced a much
more modest return of only 0.56%, while the FTSE TMX Index
(Canadian fixed income) rose by 2.80%.
As noted above, currency impacts are improving foreign equity
returns again this year. The Balanced Fund’s foreign currency
exposure is dynamically hedged to reduce volatility. In the current
year, a portion of the gains resulting from a weaker Canadian
dollar are being paid back to counterparties under our hedging
program. Conversely, during periods when the Canadian dollar
strengthens, a portion of the loss suffered on the Plan’s foreign
equities is received back by the Plan from the counterparties
under this program.

Fund returns
In September, stock and bond markets trended sideways after
suffering significant losses over the summer.
The Equity Fund rose quickly early in the year hitting a high
of 10.34% on April 10 before beginning a decline to -2.69% on
August 24. The Bond Fund’s price, on the other hand, has not
shown a loss so far this year, peaking at 5.0% on February 2
before retreating to 2.91% by August 31 as fixed-income investors
continued to worry about expected rate increases in the U.S. The
Money Market Fund’s return, at 0.70%, was almost the same as
last year, as the Bank of Canada held its overnight rate steady at its
most recent meeting, while the Balanced Fund returned 2.50% for
the first eight months of 2015.

Return expectations
Uncertainty over economic growth in developed markets, possible
rate increases in the U.S. and the U.K., a market collapse in China
and falling commodity prices are producing significant head
winds for equity markets this year. Excess productive capacity
continues to limit investments in plant and equipment, as well as
job creation. It appears that businesses would still rather buy back
stock or acquire other companies rather than invest in the real
economy. Only time will tell whether the recent sell off in equities
was just an overdue correction, or the beginning of the end of
what is now an aging bull market that began in 2009.

This year, we are eight years passed the failure of Lehman
Brothers which sparked the worst financial crisis since the Great
Depression, yet markets and investors still seem to be on edge.
Monetary policy is diverging, with extraordinary stimulus still in
place in the eurozone, and now in China, while rate increases are
expected in the U.S. and the U.K. The focus of investors seems
to be shifting to economic growth, and corporate earnings are
beginning to resume their normal importance as the primary
driver of equity market performance.
We still don’t know how markets will react to the “normalization” of
interest rates. As falling commodity prices have reduced inflation
expectations and economic weakness in China has reduced global
growth forecasts, most commentators have slowed the pace of
projected interest-rate increases over the next two years. Given
current debt levels, a slower transition to more normal interest
rates may be necessary to avoid a major market dislocation.

Investment decisions
For members still desiring further growth in their retirement
savings, the Balanced Fund’s broad diversification, low cost,
professional management and automatic rebalancing still offer
the opportunity for moderate growth and volatility. This year,
the Balanced Fund’s return rose quickly early in the year before
trending sideways and then falling over the summer. Although
recent equity market declines will have reduced valuation levels
somewhat, it is not clear where the Balanced Fund’s unit price may
be by yearend.
Members who wish to set their own asset mix are offered three
additional choices – the Bond Fund, the Equity Fund and the
Money Market Fund. While these funds offer members more
flexibility, they also require members to take on more responsibility.
Members using these funds are encouraged to monitor and adjust
their fund holdings to maintain their desired target asset mix.
Members are also reminded that basing investment decisions on
short-term market conditions is not recommended. Rather, they
are encouraged to allocate their pension account based on how
and when they intend to start converting their CSS account into
retirement income.
Finally, given that investment returns are still expected to be lower
in the future, the Plan recommends that actively contributing
members regularly review their contribution level, planned
retirement date and fund mix with a qualified financial advisor.
Regular monitoring of progress is necessary and adjustments to
both contribution levels and retirement dates may be required
(see related article on page 18).
Information on all of the Plan’s investment funds is available on our
website at www.csspen.com/Funds, or can be obtained by calling our
office at (306) 244-1539 (toll-free 1-844-4CSSPEN).
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New pension legislation
New pension legislation has been proposed or enacted in several jurisdictions so far in 2015. A
summary of new provisions appears below.

ALBERTA
Members will recall that a new Employment
Pension Plans Act was proclaimed in Alberta
last September 1, 2014. Plan rule changes
required to comply with the new legislation
must be in place by December 31, 2015.
This corresponds with the effective date of
BC’s new Act proclaimed on September
30. Alberta’s new Act contains several
important changes.
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The new Act requires the Plan’s Alberta
employers to sign new participation
agreements confirming their duties and
obligations under the terms of the Plan.
These new participation agreements are
similar to the Plan’s previous employer
membership agreements. They will be
mailed to each of the Plan’s Alberta
employers for signature and return
prior to yearend.
Alberta’s small benefit commutation
rule will now provide only one test
for unlocking small pension account
balances – 20% of the Canada Pension
Plan’s yearly maximum pensionable
earnings (YMPE).
Financial hardship unlocking
applications must now be made to
financial institutions rather than to
the Government of Alberta. Financial
hardship unlocking is not available
while pension funds are in the Pension
Plan.



The maximum permitted annual
withdrawal from an Alberta Life
Income Fund (LIF) or Life Income
Type Benefit (Variable Benefit account)
has been reduced. The new maximum
factors will preserve funds until age
90 rather than to age 85. However, the
maximum annual withdrawal amount,
in the first year, will no longer be
reduced by prorating the amount based
on the payment’s starting month.



Effective the date the new Act went
into force, all required contributions
and earnings on them became vested
and locked. The old rule that permitted
25% of an Alberta member’s 1987
balance to be held as non-locked funds
has been repealed. This means that
members terminating after September
1, 2014 no longer have any non-locked
funds unless they have made additional
voluntary contributions. This change
will show for the first time in Alberta
members’ 2015 annual statements.



A compensating factor to the
elimination of the old rule is the
continuation of the provisions that
permit up to 50% of Alberta members’
locked-in funds to be unlocked when
starting retirement income (except in
cases of phased retirement).

UPDATES

BRITISH COLUMBIA

A new Pension Benefits Standards Act
became effective in BC on September
30, 2015. Plan rule changes required to
comply with the new legislation, must be
in place by December 31, 2015. BC’s new
legislation was designed to closely parallel
Alberta’s. Important changes include:


BC employer members will also be
required to sign new Plan employer
participation agreements (see Alberta
on page 4)



Electronic delivery of annual
statements will be permitted with
member consent.



BC’s small benefit commutation rule
will now be the same as Alberta’s.



Financial hardship unlocking
applications must be made to
financial institutions.



Effective the date the new Act goes
into force, all required contributions
and earnings on them become
vested and locked. The old rule that
permitted 25% of a BC member’s
1992 balance to be held as nonlocked funds has been repealed. This
means that members terminating
after September 30, 2015 no longer
have any non-locked funds unless
they have made additional voluntary
contributions. This change will show
for the first time in BC members’
2015 annual statements.



ONTARIO



No progress has been made to permit
the Plan’s Ontario retirees to receive
Variable Benefit (VB) payments from
their pension accounts. At this point,
it is not clear whether unlocking will
be permitted when starting a VB
payment. Unlocking is permitted
within 60 days of opening a LIF. A
spousal waiver is required.



On May 5, the Government
of Ontario passed legislation
authorizing the creation of the
Ontario Retirement Pension Plan.
This will be a provincial plan, similar
to the CPP, but with a contribution
rate of 1.9% matched. The plan will
be mandatory for all employers not
already offering a “comparable”
employment pension plan in their
workplace. The CSS Pension Plan
meets the definition of comparable
plan. The expected income
replacement level of the ORPP will
be 15% after 40 years.



On May 26, legislation was passed
permitting pooled registered
pension plans (PRPP) to be offered
in Ontario. A PRPP is a multiemployer DC plan that employers
may offer, but that permits their
employees to opt out. These plans
will be administered, and funds
held, by insurers or financial service
providers.

FEDERAL



On April 1, 2015, the Government
of Canada proclaimed regulations
permitting retired members whose
funds are governed by federal
pension legislation to receive VB
payments. This includes members
working in the Northwest Territories
and Nunavut.



On April 29, the Canada Revenue
Agency updated the TFSA annual
contribution limit to $10,000 to
correspond with the 2015 federal
budget.

BC pension legislation does not
permit any unlocking when starting
retirement income.
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Yearend 2015
Employer procedures for 2015 pension contributions
Managers and payroll departments:

2015 contribution deadline
The deadline for 2015 pension contributions is Thursday, December
31, 2015. Because the unit prices of the Plan’s investment funds
are updated each day, the year-end contribution deadline is
therefore the last business day of the year. In other words, if all
2015 contributions are not received before the end of the calendar
year there will be a slight difference between the total pension
contributions shown on a member’s 2015 annual statement and the
pension contributions shown on his/her 2015 T4 slip.
Any 2015 pension contributions received in 2016 (i.e., after the
December 31, 2015 cut-off) will be reflected on members’ 2016
annual statements.

Remitting contributions
Managers and payroll departments should keep in mind that
pension legislation requires that all contributions be remitted to
the Pension Plan within 30 days after being deducted from an
employee’s pay. Any delay in remitting pension contributions to
the Plan beyond this period is contrary to pension legislation and
could result in fines or other regulatory action.

Plan registration number and T4 information
The CSS Pension Plan’s RPP registration number is 0345868. This
number must be indicated in “Box 50 - RPP or DPSP Registration
Number” on all employee T4 slips.
The amount reported in “Box 20 - RPP Contributions” on an
employee’s 2015 T4 slip must include the combined total of the
employee’s regular required pension contributions, plus any
employee additional voluntary contributions made to the Plan for
2015. Amounts contributed by the employer are not included in
Box 20.
Employers must report the 2015 Pension Adjustment (PA)
amount in “Box 52 - Pension Adjustment” on all employees’ T4
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slips for 2015. The 2015 PA amount is simply the combined total
of all required (matched) employee and employer contributions,
plus any employee additional voluntary contributions, plus
any extra employer contributions for 2015. In other words, the
amount reported in Box 52 of an employee’s T4 slip includes
all contributions to the Pension Plan made by and on behalf of
the employee for the year. Canada Revenue Agency (CRA) uses
the 2015 PA amount when calculating an employee’s 2016 RRSP
contribution limit, which will be indicated on the employee’s 2015
notice of assessment (the 2015 PA amount reduces the RRSP
contribution room for 2016).

2016 contribution limit
For 2016 the CRA maximum pension plan contribution limit for
employee members of defined contribution pension plans, such as
the CSS Pension Plan, is scheduled to be the lesser of:
•

18% of the employee’s compensation for the year, or

•

$25,370 plus the adjustment for the increase in the “average
wage.” This maximum dollar limit for 2016 was not available
at press time. Please check the CSS Pension Plan’s website
at www.csspen.com later in the year for the 2016 maximum
dollar limit.

For example, if an employee will have an annual salary of $30,000
in 2016, his/her pension plan contribution limit for the year will be
$5,400 (i.e., 18% of $30,000). However, if the employee terminates
his/her employment on June 30, 2016 and earns $15,000 year-todate, then his/her year-to-date pension plan contribution limit
will be $2,700 (i.e., 18% of $15,000).
The CSS Pension Plan does not know an individual employee’s
compensation for the year. Therefore, it’s the responsibility of the
employer (i.e., payroll department) to ensure that the combined
employee and employer contributions, plus any additional
voluntary contributions to the Plan are within each employee’s
own pension plan contribution limit for the year.
An employee’s 2016 CRA contribution limit to the CSS Pension
Plan is separate from the amount that he/she can contribute to
a personal RRSP for 2016 (the amount that an employee can
contribute to an RRSP for 2016 will be indicated on his/her 2015
notice assessment from CRA).
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Making numbers
make sense

Gayle Richmond

A profile of CSS Pension Plan office administrator Gayle Richmond

M

ost employer members of the CSS
Pension Plan have likely needed
her help at some point.

As one of their main points of contact
at the Plan, Gayle Richmond is used to
assisting employers with what can often
be complex administration of pension
benefits.
“There is never a one-line answer,” Gayle,
who’s been an office administrator at the
Plan for over six years, said. “Everything
is very complicated because of pension
legislation and because we’re multijurisdictional. We’re also a multi-employer
pension plan.”
With over 360 co-op and credit union
employers across Canada who belong to
the Plan, Gayle works closely with them to
administer Plan benefits to thousands of
participating employees. From enrolling
new members to processing employee
pension contributions, it’s a two-way
partnership between employers and
the Plan to help members prepare for
retirement.
Naturally, questions arise.

“That’s the part I enjoy. I like to help
employers and answer their questions. I
like to help them make things make sense,”
Gayle said.
With nearly 30 years of experience in the
finance industry, Gayle is well-versed in
helping others understand the meaning
behind the numbers.

Early career
Born and raised in Saskatoon, Gayle
graduated from Mount Royal Collegiate
in 1983.
“I think there was one computer in the
whole school, which is kind of outrageous
because now they’re everywhere,” she
remembers.
After studying commerce for one year
in university she made the switch to the
micro-computer management program at
Kelsey (now Saskatchewan Polytechnic).
But it would be numbers over computer
code that would peak her interest.
In between spending time at her family’s
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I like to help employers and answer their questions. I like to
help them make things make sense.
cottage at Kimball Lake in northern
Saskatchewan with her parents, older
sister and younger brother, Gayle secured
a summer student position at RBC in
Saskatoon where her mother worked.

Once the kids were older and life reached
a steadier pace, she sought to get back into
the workforce. The office administrator
position at the CSS Pension Plan
immediately captured her attention.

“That was my foot in the door,” she recalls.

“I’ve always liked working in the financial
industry. Numbers and boring paperwork,
that’s my thing,” she said with a laugh.

Her career with RBC would span nearly
a decade and result in two major moves –
first to Regina in 1986 where she worked
at the RBC processing centre for two and
a half years before relocating to Calgary to
fulfill a similar role at the RBC data centre.
It was during Gayle’s time in Calgary
that she met her future husband, Darrell,
who was from Delisle, SK. She ended up
moving back to Saskatchewan, and in
1993 the couple married.
Delisle became home to Gayle, Darrell and
their son Curtis who was born in 1994.
Two years later daughter Karly completed
the family of four.
While in Delisle, Gayle continued her
career with RBC. She also took on a new
venture with Delisle Credit Union in 1998,
making her first step into the co-operative
financial system.

New beginnings
Gayle worked at the Delisle Credit Union
full time until 2005. With Darrell farming
and working full time, and Curtis and
Karly getting busier with school, sports
and extracurricular, she decided to leave
professional life behind to focus on her
active family.
“When the kids were really busy – one of
us had to be there,” she said.
She stayed home full-time for the next
four years.
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Gayle joined the CSS team in March 2009
on a part-time basis. At that point in her
life, she said going back into the workforce
was scary. She was in her early 40s and
didn’t know what to expect in terms of how
the working environment changed during
the years she was away. She had very little
computer training or pension insight.
“There was so much to learn,” she said.
“I’m still learning every day, but it’s been
a good fit and it’s something that I want to
continue to do. I want to keep learning.”
Since joining the Plan, Gayle earned a
Pension Plan Administration Certificate
(PPAC) and also completed the first
module of the Administration of Capital
Accumulation Plans (ACAP) program
through Humber College.
After completing the PPAC program,
she said the realization set in with
just how much knowledge is involved
in administering a pension plan,
predominantly concerning the vast
number of different laws that affect a
pension – many that change regularly.
The shifting landscape calls for consistent
communication with employers.
“There are still things I don’t understand,
but I like to ask questions and I want to
know why. Once I understand the why,
what I’m doing makes more sense,” she said.

As the Plan implements new solutions
to better meet the needs of employers
and members, Gayle’s duties continue to
evolve.
One of the initiatives she’s most excited
to see unfold is the development of a
new Plan website, and she’s been an
instrumental member of the employer
web-content team.
The team is developing a comprehensive
employer procedures area on the new
website that will help employers locate the
information they need conveniently and
efficiently.
“That’s the part I like. Getting the
information out there and helping people,”
she said.
With new services under development at
the Plan, and her daughter Karly starting
university in the fall of 2014, the timing
was right for Gayle to move into a fulltime schedule.
“That was very important to me. That
both my kids had some sort of postsecondary education,” she said. “You just
want your kids to be happy and healthy,
and responsible, successful members of
society.”
Karly, who is planning a career in either
psychology or pharmacy, just started her
second year of arts and sciences at the
University of Saskatchewan. Gayle’s son
Curtis works at the chemical and fertilizer
dealership near Delisle, SK, a role that
inspired him to study agronomy online
through Olds College. He also bought a
condo recently.
Now that both her kids have moved
out, Gayle is starting to notice a change
at home. While she admits she hasn’t

PROFILE

experienced “empty-nest syndrome” quite
yet, the house is noticeably quieter.

and their friends about being “fiscally
responsible,” she said with a laugh.

“To me that’s a success that I was able to
help her do that.”

With more time to herself at home, she is
interested in taking continuing education
courses to build her pension knowledge or
to learn something completely new. She is
an ambitious gardener in her spare time,
and her interest in numbers also prevails
at home.

But the lecture seems to have paid off.

Whether making a positive difference to
her kids or to the employer members who
regularly reach out, to Gayle that is the
measure of success.

Gayle is enthusiastic about teaching
her kids the importance of saving and
planning for the future. When they were
growing up, she would often lecture them

Karly does a weekly budget and sets aside
what she needs for saving and spending in
different money jars.
“At the beginning of the summer we came
up with a budget. She put her savings away
first, then she would have a certain amount
to work with, and if it didn’t work she had
to move it around. She was really shocked
with how much money she actually had to
spend,” she said.

Plan fees
M

ost pension plans collect fees to recover
administrative costs - which are incurred
when members request changes to their
pension accounts.
In most cases, a limited number of transactions
are allowed before a fee is payable. The fee
structure to the right outlines the fees that may
be payable for certain transactions.

www.csspen.com

Transaction

Fee

Investment instructions
(allocating your pension funds to
all or any of the Plan’s four funds)

Two free per calendar year and $75
thereafter

Locked-in withdrawals*

One free lifetime and $100 thereafter

VB payment changes

One free per year and $50 thereafter

Marital split calculations

One free lifetime and $50 thereafter

Records investigations

$100 per hour

*You must no longer be working for any employer member of the Plan to
withdraw/transfer any funds out.

Fall 2015 9

GOVERNANCE

Election of employee delegates
Retiree, non-Saskatchewan delegates up for election

T

he Co-operative Superannuation
Society employee delegate elections are
held on a rotating two-year basis by region
or group. In January 2015, seven delegates
representing the Saskatchewan region were
elected for two-year terms.
For 2016, the election of employee
delegates will be held for the Alberta/
British Columbia/Northern Canada region,
Manitoba/Eastern Canada region and the
Retired Employee group.
This is the official notice of the calling
of an election for January 18, 2016 for
retirees and non-Saskatchewan employee
delegates to attend the annual meeting of
the Co-operative Superannuation Society,
scheduled for April 7, 2016 in Saskatoon.
The delegates to be elected are as follows:


Two (2) delegates will be elected for a
two-year term from and by the retired
employees receiving monthly pensions
or Variable Benefit payments from the
CSS Pension Plan



Four (4) delegates will be elected for
a two-year term from and by active
contributing employees employed in
Alberta/British Columbia/Northern
Canada



Four (4) delegates will be elected for
a two-year term from and by active
contributing employees employed in
Manitoba/Eastern Canada
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A nomination form for employee members
in the Alberta/British Columbia/Northern
Canada region, the Manitoba/Eastern
Canada region and the Retired Employee
group is printed on the following page. In
addition to completing the nomination
form and questionnaire on the reverse of the
nomination form, candidates are requested
to forward a recent digital image to
css@csspen.com to appear in the information
sheet accompanying the ballot.
Nominations are to be forwarded to and
received by the Returning Officer no later
than 4:30 p.m. (CST), Monday, November
30, 2015.
Upon close of nominations the Returning
Officer will prepare the necessary ballot,
containing the names of the qualified
nominees, and arrange distribution of
such ballots to employee members in
the Alberta/British Columbia/Northern
Canada and Manitoba/Eastern Canada
regions for whom contributions and a
completed application for membership has
been received prior to November 1, 2015.
Bill Turnbull, Returning Officer

GOVERNANCE

2016 ELECTION
For 2016, the election of employee delegates will be held
for the Alberta/British Columbia/Northern Canada
region, Manitoba/Eastern Canada region and the
Retired Employee group.

CSS VOTING REGIONS
Alberta/British Columbia/N. Canada
Saskatchewan
Manitoba/E. Canada

CO-OPERATIVE SUPERANNUATION SOCIETY
BOX 1850, SASKATOON, SASKATCHEWAN S7K 3S2

NOMINATION FOR DELEGATES
Must be received by November 30, 2015
Date:
We, the undersigned, nominate: (candidate’s name)
of (address)						in				for delegate.

Name of employee member				

Signature of employee member

1.
2.
3.
4.
5.
N.B. - To be valid, nominations must be signed by five voting employee members.
I hereby consent to allow my name to stand for election as an employee delegate to the Co-operative Superannuation Society.
Signature of candidate:					

Occupation of candidate:

GOVERNANCE

Five things you wanted to know about being a delegate But were afraid to ask!

1
2
3
4
5

Delegates are required to attend the annual meeting of CSS (one day), and any special delegate meeting necessary
during their term. The need for such special meetings has been all but non-existent in recent years.
Delegates, as representatives of the members, are the only ones able to effect a change in the bylaws or rules of the
Plan as such bylaws and rules affect benefit provisions.
Delegates elect the Board of Directors. While each delegate has the right to be nominated for such elections, each
delegate also has the right to refuse such nomination.
Delegates receive a per diem of $241 for attending meetings, plus out-of-pocket expenses.

Being a delegate is a responsible position – however it does not require a significant time commitment.

Consider being a candidate for the election of delegates!

QUESTIONNAIRE TO BE COMPLETED BY EACH CANDIDATE
NOTE: The purpose of this questionnaire is to provide information for the voters and to give them some knowledge of
employee members who have been nominated.

Name of candidate:					

Social Insurance Number:

Present employer:
Position now held:
Co-op or credit union experience:
Educational achievements:
Please provide any comments you may have about the future direction of CSS in areas such as Plan provisions, investments, member
services, etc.
•

Plan provisions:

•

Investments:

•

Member services:

My photo will be sent electronically to: css@csspen.com
Date:							Signature:

GOVERNANCE

Employer survey highlights
The results are in...
Getting feedback in order to improve engagement, education
and communication with CSS employers and members is a
high priority at the Plan. To help us assess our strengths and
weaknesses through the eyes of employers, we held a survey
between June 23 and July 15, 2015.

139
Employer responses

The survey results show that employers place a high value on
the Plan’s internal retirement income options, which include
monthly pensions and Variable Benefit payments. Employers
also rated our status as a member-owned co-operative as
one of our most valuable features, along with being a low-cost
provider of pension benefits. Findings also reinforced areas
we need to work on to enhance service, such as improving
electronic access to information.

from

AB

BC

SK

20

9

76

MB

ON

NT-YK-NU

31

2

We received responses from 139 organizations - a 45% response rate. HR representatives from 60 credit unions and 79
co-operatives completed the online survey.

including
43.17%

Credit Unions

60

Additional surveys with a focus on Plan communication will be
distributed to employers and members this fall.

Co-operatives

79

56.83%

80%

of respondents said it
is very important the
CSS Pension Plan is a
member-owned and controlled co-operative

over

90%

said it is very important
that the CSS Pension
Plan offers retirement
income options

Credit Union

over

Co-operative

UNIQUE VALUE

1

over

77%

of employers surveyed
said it is very important
the CSS Pension Plan is
a low-cost provider
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PLAN SATISFACTION

NEW OR PROSPECTIVE
SERVICES

Breakdown by employer type
80%

Co-op

70%

40%
30%
20%

59.74%

of employers say they are very
satisfied with the Plan’s longterm investment performance.
Over 30% were somewhat
satisfied.

50%

78.57%

68%

Credit Union

60%

of employers consider retirement
planning services to be very valuable to their organizations. Just
over 33% consider the service
somewhat valuable.

10%
0%

Credit Unions

Co-ops

62%

80%
Co-op

70%

50%
40%
30%
20%

62.34%

70.18%

are very satisfied with the value
of the Plan as a recruitment
and retention tool. Just under
30% were somewhat satisfied.

of employers said web-based
member enrollment and administration would be a very valuable
service to their organizations.
Twenty-nine per cent said it would
be somewhat valuable.

Credit Union

60%

66%

63%

10%
0%

Credit Unions

EMPLOYER COMMENTS

“The main strengths would be the low administration costs and how well the Plan is managed
through the various avenues.”

Co-ops

The Plan is currently testing a new retirement
planning service and developing a new website with enhanced functionality.

“

“The rate of return has been quite consistent over
the years. The Plan is a very positive benefit to be
able to offer new employees.”

“[The Plan has an] excellent track record for protecting the interests of its members.”

“The long-term history shows the strength of the
organization.”

“

“The CSS has a solid reputation for being a well-run
Plan that provides a good return for its members.”

MEMBERS

The Balanced Fund

The heart of the Plan

The total value of
the pooled funds
allows us to provide
a leading-edge
investment structure
at an expense level
lower than most retail
products.

T

he Balanced Fund is the heart and soul
of the Plan’s investment fund lineup.
Most defined contribution (DC) pension
plans, like CSS Pension Plan, offer members
investment choice. Pension legislation and
best practice require the Plan to provide a
default fund for members who do not wish
to make a choice. The Balanced Fund serves
as our default option for new members, and
most often, continues to be the investment
fund of choice for members throughout
their employment years and beyond. If the
Balanced Fund isn’t right for you, you can
make adjustments by using the Plan’s other
investment funds.

and targets set in the Plan’s investment
policy. Periodically, we review and revise
the structure of the fund as members’ needs
and investment opportunities change.

When so many Plan members join together
to save for retirement in one fund, the
total value of the pooled funds allows
us to provide a leading-edge investment
structure at an expense level lower than
most retail products. This is one of the
biggest advantages of your membership in
the CSS Pension Plan.

The principal purpose of the Plan is to
enable participants to prepare for and fund
their retirements. This means our default
investment choice, the Balanced Fund,
needs to contain a mix of investments likely
to generate a long-term return sufficient to
provide a reasonable retirement income.
How do we decide how to structure the
Balanced Fund?

A lot of work goes on behind the scenes to
ensure the Balanced Fund is suitable for
a typical retirement saver. On an ongoing
basis, we monitor the performance of the
fund as well as the individual investment
strategies held in it against benchmarks

Every five years or so, the Plan conducts a
portfolio study of the Balanced Fund with
assistance from our investment consultant,
Mercer. Such a study is underway right now.
This article explains some of the processes
involved in these ongoing studies to ensure
that the Balanced Fund is always the best
that it can be.

Setting the return objective

The first step is to conduct an income
replacement analysis.* We develop
assumptions for a hypothetical member
including a plan entry age, retirement age,
starting salary, contribution rate, inflation,

* For further information about how the Plan estimates income replacement and how this
connects to contribution rates, please see the article on page 18.
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Starting salary

Contribution
rates

Starting age

%

Investment
returns

Retirement age

ESTIMATING INCOME
REPLACEMENT
These factors can all affect
the level of retirement income
you might receive. An
important factor will be your
investment returns.

MEMBER

salary increments and long-term interest rates at retirement. We
then seek advice from our investment consultant on expected longterm investment returns and volatility. By combining these, we
can forecast an expected income replacement level at an assumed
retirement age. This allows us to compare the level of returns
necessary to produce this income replacement target with the level
of returns expected for the asset classes held in the Balanced Fund.

After setting the risk and return targets and reviewing similar
pooled funds and pension plans, we then begin to construct the
asset mix for the Balanced Fund. The construction process makes
extensive use of computer modeling, scenario analysis and testing.
We look at numerous portfolio mixes and examine how each will
perform. Peformance is gauged by the expected return of these test
portfolios as well as risk metrics such as:


The probability of meeting the return objective over the longer
term



The minimum expected return in stressed markets



The potential number of years with negative returns within a
20-year period



The worst expected annual loss



The portfolio’s absolute volatility



Sources and concentrations of risk

Determining risk tolerance
The next step we take is to develop a targeted level of volatility (risk)
considered to be acceptable for a typical retirement saver.
Risk tolerance refers to an investor’s ability and willingness to
absorb short-term losses in order to have the opportunity to earn
long-term gains. Factors that affect the Balanced Fund’s risk target
include the demographic characteristics of the membership as well
as their investment time horizons. The ability to provide sufficient
liquidity to fund member withdrawals must also be considered. We
analyze each of these factors as part of our portfolio construction
process.

Further evaluation of potential risk extends to stress and scenario
testing for various potential asset mixes in varying market
conditions such as:

Setting the asset mix



Balanced growth conditions

Now that we have updated the risk and return targets, we move on
to select asset classes (bonds, equities, real estate, infrastructure,
emerging markets, etc.). Our objective is to select assets that, in
proper combination, are likely to achieve the Balanced Fund’s
risk and return targets. At this stage we also look at best-in-class
institutional pooled funds from around the world, including other
large DC pension plans. Which asset classes are used to construct
their portfolios? What do they cost? How will they perform in
different market environments?



Weak growth conditions



A financial crisis



An inflation surprise
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The desired result is the combination of assets classes that will
have the best chance (based on available information) to meet our
objective of providing a reasonable level of income replacement at
retirement. One of the outcomes of the current portfolio study will
be to try to improve the risk/return characteristics of the Balanced
Fund by adding real estate and commercial mortgage strategies.

Hiring, monitoring and terminating
investment managers
After we have determined our desired asset mix, we next review the
strategies we use and managers we employ to invest in these asset
classes. The Plan hires external investment managers to execute
each asset class strategy. We will soon have 14 different investment
strategies within our Balanced Fund, investing in various global
equity and fixed-income markets.
The Plan uses both active and passive investment styles. Highercost, active management is used in those asset classes where passive
investing is not available or market efficiency is such that active
managers have a reasonable likelihood of outperforming the market.
When changes are made to the Balanced Fund’s asset mix,
identifying new strategies and managers involves an extensive search
process. Each search reviews prospective managers’ key investment
professionals, organizational characteristics, investment processes
and styles, as well as past performance over full market cycles.
All investment managers hired and strategies selected are monitored
on an ongoing basis with respect to their performance as well as

material changes to their key professionals or their organization.
Where an analysis of these factors in combination warrants, a
manager can be placed “on review”, and if necessary, the final
step in this process can be termination followed by a search for a
replacement.

Conclusions
Here at the Plan, we regularly hear positive comments about the
Balanced Fund. Sometimes, members who withdraw their funds on
termination and leave the Plan call us later to express regret. On the
other hand, members who choose to leave their funds in the Plan
after termination frequently tell us years later that they’re very glad
they did.
This member feedback confirms how well the Balanced Fund really
works. The expertise that goes into structuring the fund, coupled
with its low management expense ratio (MER) at 0.33% both
demonstrate the ongoing value of CSS Pension Plan membership.
Here at the Plan, while there are no guarantees, you can rest assured
that any funds you chose to invest in the Balanced Fund will be
managed suitably for a typical retirement saver.

OUR FUND LINEUP
The Plan has three other investment funds in addition to the Balanced Fund. If the Balanced Fund isn’t right for you, you
can make adjustments by using these other funds. Or you can exit the Balanced Fund entirely and choose to invest your
pension contributions in one or more of these funds. To move your pension funds and any future contributions to a different
fund(s), complete the Investment Instructions form available at csspen.com.

Balanced Fund


Bond Fund

Provides moderate long-term growth with
managed volatility
Asset mix



Offers members access to a lower risk/
return investment strategy
Asset mix

Canadian equities

Cash

U.S. equities mid-cap

Cash and short-term

Corporate

U.S. equities large-cap

Federal/sovereign

Passive
bonds
Emerging market
equities

Municipal
Provincial/state

EAFE active Active bonds

Municipal
Provincial/state

ACWI ex-U.S. active

Corporate

Active bonds

Cash

ACWI ex US active

Federal/sovereign

EAFE active
Passive bonds
Cash and short-term
Emerging market equities

US equities large-cap

Equity Fund


US equities mid-cap

Money Market Fund

Canadian equities

Offers members access to a higher risk/
return strategy



Aims to preserve capital
Asset mix

Asset mix
ACWI ex US active

Federal

EAFE active

Corporate paper

Canadian equities
market
equities
U.S.Emerging
equities
mid-cap

MajorBA/BDN
bank ABCP

U.S.USequities
large-cap
equities large-cap

BA/BDN
Major bank ABCP

Emerging market equities

Corporate paper

EAFE active

Federal

US equities mid-cap

Canadian
equities
ACWI
ex-U.S.
active
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Contribution rate review
Expected income replacement ratios declining

T

here are many factors that can affect the level of retirement
income you will receive from a defined contribution (DC)
pension plan like CSS Pension Plan. These include:



The number of years you contribute



The total contributions you and your employer make



The investment returns earned as your pension funds
accumulate



The age at which you hope to retire



The length of your retirement



Interest rates and investment returns during retirement

Some of these variables are beyond your control. For example,
investment returns and interest rates could each have a significant
impact on the level of retirement income you will receive. Both
have recently been trending lower which means, all other factors
being equal, your expected level of retirement income will also
trend lower. There are other variables, however, over which you
do have some control. Examples are the age at which you plan to
retire and the amount you contribute during your working years.

Required contribution rates
The total contributed to your pension account starts with the
required contributions made by you and your employer. Under the
Rules of the CSS Pension Plan, your employer must set a required
contribution rate between 1% and 9% of regular earnings or total
earnings. You must then make matching contributions at the same
rate. You can also make additional voluntary contributions if you
wish.
The Plan’s recommended “matched” contribution rate is
currently 6%. Where an employer adopts the CSS recommended
contribution rate therefore, the total amount remitted to the Plan
for each pay period is 6% employer + 6% employee = a total of
12%. As demonstrated in Chart 1, although not all employers
contribute at this 6%/6% rate, slightly more than half of the Plan’s
369 employers follow the Plan’s recommendation.
Many employers choose not to follow the Plan’s recommended
matched rate, preferring to set contribution rates that support
their own total rewards strategy.

Chart 1 - Employer required contribution rates
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Income replacement modeling
The current recommended matched rate
was developed in 2008 and was based on
prevailing investment returns and interest
rates at that time. Since then, long-term
average returns have been trending lower.
As a result, there is some concern that
members may have to contribute more
and/or retire later to achieve a satisfactory
level of retirement income.

To help members assess their situations,
the Plan has modeled expected income
replacement ratios at total contribution
levels of 12%, 13% and 14%, Balanced Fund
returns of 6%, 7% and 8% and retirement
ages of 60 and 65. The model estimates
total retirement income (CSS+CPP) as
a percentage of an employee’s final fiveyear average earnings after contributing to
the Plan for 35 years. The estimates were

calculated assuming 2.5% inflation, a 3.5%
annual wage increase and a 3.75% pension
conversion rate. Income replacement rates
were estimated at various salaries. For
the sake of simplicity, the results shown
here use a starting salary of $60,000. For
lower salaries, income replacement ratios
increase. For higher salaries income
replacement ratios decline. See page 20
for an explanation.

Chart 2 - Retirement at age 60 with 35 years of contributions

Estimated income replacement

The chart below shows estimated income replacement (CSS + CPP) charted on the vertical axis with total contribution rates of 12%,
13% and 14% charted on the horizontal axis. Balanced Fund returns of 6%, 7% and 8% are depicted by the colored bars. For example,
if the Balanced Fund averaged 7% over your working lifetime, total contributions were 12% and you retired at age 60 after contributing
for 35 years, your estimated income replacement ratio would be 64.53% of final five-year average earnings.
100%
80%

69.07%
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76.45%
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Chart 3 - Retirement at age 65 with 35 years of contributions

Estimated income replacement

The chart below shows estimated income replacement (CSS + CPP) at 65. For example, if the Balanced Fund averaged 6% over
your working lifetime, total contributions were 13% and you retired at age 65 after contributing for 35 years, your estimated income
replacement ratio would be 67.13% of final five-year average earnings.
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A 70% income replacement objective is typical in the pension
sector. The results of our modeling suggest the following:


This 70% income replacement objective will not be reached
at either retirement age with total contributions at 12% if the
Balanced Fund’s long-term return is only 6%.



35 years of contributions at about 16% would be required to
reach the 70% income replacement objective by age 60 if the
Balance Fund’s long-term return is only 6%.



If your employer’s required matched contribution rate was
6%/6%, this means you would have to make additional
voluntary contributions of 4% (6% + 6% + 4% = 16%) over
your working lifetime.

To reach a target of 70%
income replacement, either
a total contribution rate
of about 16% or delayed
retirement will be necessary.
Conclusions
When the current matched contribution rate was set in 2008 it
was anticipated that the Balanced Fund’s average return might fall
to 7% for an extended time. As noted in our 2008 contribution
rate review, none of the contribution rates tested will reach a 70%
income replacement target assuming retirement at 60 with 35
years of contributions.
The Balanced Fund’s 10-year annualized return is now 6.41%. At
this return, with total contributions at 12%, our modeling projects
an income replacement ratio of just under 60% at age 60. To reach
a target of 70% income replacement, either a total contribution
rate of about 16% or delayed retirement will be necessary.
As noted above, each employer has the right under the Plan’s Rules
to set its own “matched” contribution rate between 1% and 9%. If
your employer’s matched contribution rate is significantly lower
than the Plan’s recommended rate, your CSS Pension funds will
only provide part of your retirement income. In this case you
could make additional voluntary contributions to the Plan to
increase your expected income replacement ratio. You could also
save additional funds for retirement outside the Plan.
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INCOME REPLACEMENT RATIO FALLS
AS EARNINGS RISE
Assuming a complete working history, the maximum
Canada Pension is limited to 25% of final five-year
Yearly Maximum Pensionable Earnings (the YMPE
in 2015 is $53,600). The maximum CPP pension
is therefore currently $1,065 per month at age 65.
Because CPP contributions stop at the YMPE,
your CPP retirement pension will not increase as
your earnings climb past the YMPE. After reaching
this threshold, because you are prohibited from
contributing more, your CPP pension starts to
decrease as a percentage of your pre-retirement
earnings.
The money purchase contribution limit in the Income
Tax Act produces a similar result for DC pension plan
members. Once you hit the money purchase limit
(which is the lesser of 18% of earnings or $25,370
in 2015) further contributions to your CSS pension
account are not permitted. Assuming your total
contribution was at the 18% level, you would reach
the $25,370 limit at annual earnings of $140,945.
After reaching this threshold, because you are
prohibited from contributing more to the Plan, your
CSS pension starts to decrease as a percentage of
your pre-retirement earnings.
To counter this result, you must save more on your
own as earnings rise. You can do this within the
Plan through additional voluntary contributions if
you have not yet reached the money purchase limit.
You will have to do this outside the Plan, in a TFSA
for example, if you have already reached the money
purchase limit for the current year.

MEMBERS

Attention retirees!
December pension payments to be deposited early

I

f you are receiving a monthly pension
payment from the CSS Pension Plan,
please note that the Plan is pleased to
announce that it is continuing its tradition
of providing December monthly pension
payments prior to the holiday season.
Accordingly:
•

•

Pensioners whose pension payment
is deposited directly into a credit
union or bank account: your pension
payment will be deposited into your
account on December 19 instead of
the usual 26th of the month.
Pensioners
receiving
monthly
cheques by mail: your cheque will
be mailed from the Plan’s office on
December 17.

If you are receiving Variable Benefit (VB)
payments from the Plan, your monthly
payment will be directly deposited into
your credit union or bank account on the
15th of the month as usual.

2016 income tax changes
Income tax changes effective January 1,
2016 may mean that the after-tax amount
of your monthly pension or VB payments
you receive in 2016 could be different than
the amount you received in 2015.
Someone aged 65 or older whose total
net income in 2016 is less than the federal
and provincial base amount can claim the
full age amount when calculating his/her
federal and provincial income tax payable
for 2016. However, someone aged 65 or
older whose total net income exceeds the
base amount but is less than the maximum
amount for 2016, will have his/her age
amount reduced by 15% of his/her net
income in excess of the base amount.

Someone aged 65 or older whose total net
income exceeds the maximum amount for
2016 will not be eligible for any of the age
amount.*

when it arrives, as it will be required when
filing your 2015 income tax return. CRA
regulations state that a T4A slip must
only be issued when total payments for
the year are more than $500.

If you are turning 65 in 2016, the CSS
Pension Plan will be sending you federal
and provincial Personal Tax Credits
Return (TD1) forms and applicable
worksheets early in 2016. Once you receive
the TD1 forms you should complete and
return them, as you may be eligible for all
or part of the federal and provincial age
amounts. The applicable worksheets will
help you calculate how much of the age
amount you are eligible for if you expect
your 2016 total net income to exceed the
base amount.

If your total payments from the CSS Pension
Plan for 2015 are less than $500, you will
not receive a T4A. However, you still must
declare the total payments received in 2015
on your income tax return.

If you are already 65 or older, you should
keep the above in mind if you expect your
2016 total net income to exceed the base
amount. If you fall into this category,
you can arrange to have extra income tax
withheld from your monthly pension or
VB payment.
In addition to the CSS Pension Plan’s
office, the 2016 TD1 forms and applicable
worksheets will be available on the
Canada Revenue Agency (CRA) website at
www.cra-arc.gc.ca, or by calling CRA at
1-800-959-2221, but not until late 2015
or early 2016. Retirees who need help
completing the TD1 forms can call the CRA
general enquiries line toll-free at:
1-800-959-8281.

T4A slips
The T4A slips for 2015 will be mailed
directly to retirees by mid-February 2016.
Please watch your mail and retain this slip

If you move, please be sure to advise the
CSS Pension Plan of your new mailing
address.

Pension income amount and
pension income splitting
Regardless of a retiree’s age, monthly
pension payments from the CSS Pension
Plan qualify for the pension income
amount (i.e., when calculating the tax
credits) on his/her income tax return.
These payments also qualify for the
pension income splitting provision
contained in the 2007 federal budget
regardless of the retiree’s age.**
VB payments do not qualify for the
pension income amount or the pension
income splitting provision until the retiree
is age 65.
* At the time of printing, the 2016 base amount and
maximum amount were not known, nor were the
2016 age amounts. However, for 2015 the federal
base amount and maximum amount are $35,466
and $82,353 respectively (the various provincial
thresholds are comparable). The 2015 federal
age amount is $7,033 (the various provincial age
amounts are comparable).
** Many of the provinces have also introduced
pension income splitting when calculating
provincial income taxes payable.
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