
MEMORANDUM 

  

 

DATE: November 20, 2018 

TO: Labour Coalition on Pensions 

FROM: Murray Gold 

FILE NO: 181696 

SUBJECT: Local Authorities Pension Plan ("LAPP") 
First Reading of the Joint Governance of Public Sector Pension Plans Act (the 
"Act") – November 20, 2018  

 

This is a summary of the key elements of the Act:  

1. Structure – The Act contains three schedules, one for each of the LAPP, the Public 
Service Pension Plan ("PSPP") and the Special Forces Pension Plan ("SFPP"). In 
general, the schedules contain the same provisions with the same language, except 
where there are obvious differences between the Plans or their governance structures 
(for example, the Plans have different stakeholders). This memorandum focuses 
exclusively on the LAPP Schedule. 

2. Purpose – The purpose of the Act is to terminate the Minister's trusteeship and control 
of the LAPP, the PSPP and the SFPP, and to transfer governance responsibilities for 
those Plans to two stakeholder appointed Boards. Under the Act, the Minister ceases to 
be the Trustee of the LAPP Fund and ceases to control the benefits, contributions and 
other terms of the LAPP. The transition from Government controlled Plans to Plans that 
are controlled by two stakeholder Boards accomplishes the general objective of the joint 
sponsorship of these Plans.  

3. Transition Date – The effective date of the transition to joint sponsorship is March 1, 
2019 although the Lieutenant Governor in Council may extend this date to no later than 
April 1, 2019. See: sections 1(1)(u) and 2 of the LAPP Schedule. 

4. EPPA - The LAPP, PSPP and the SFPP will all be subject to the Employment Pension 
Plans Act ("EPPA"), although we are expecting that a number of exemptions from the 
EPPA will apply to these Plans. The text of the exemptions is not yet available. In 
general, because this is a cost neutral deal, the Plans will be continue to exempt from 
the EPPA's immediate vesting and minimum membership rules (the Plans have not been 
subject to these rules in the past). Pursuant to section 33, the LAPP will be both a jointly 
sponsored plan and a non-collectively bargained multi-employer pension plan for 
purposes of the EPPA. There are no terminal funding obligations in regard to the LAPP, 
but the LAPP members are protected from the risk of termination by a requirement for 
the unanimous agreement of all members of the Sponsor board to terminate the Plan. 
Note that Alberta's position is that there are no terminal funding obligation under the 
current rules for LAPP. 
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5. Stakeholder Appointed Boards – The Act provides for the creation of two stakeholder 
appointed Boards. The first, the "Sponsor Board", will be responsible for the major 
decisions affecting the LAPP. The second, the "LAPP Corporation" (the "Corporation") 
will be responsible for the ongoing administration of the LAPP and the ongoing 
investment of its assets. The Sponsor Board will be an unincorporated entity. The 
Corporation will be a statutory Corporation, governed by its own Board of Directors 
("BoD").  

6. Composition of the Two Stakeholder Boards – The Sponsor Board and the BoD of 
the Corporation will each consist of twelve members, six employee appointees and six 
employer appointees. For each Board, the six employee appointees will come from the 
Alberta Federation of Labour (one), the Alberta Union of Provincial Employees (two), the 
Canadian Union of Public Employees (one), the Health Sciences' Association of Alberta 
(one) and the United Nurses of Alberta (one). The six employer members will include 
three members appointed by the Alberta Health Services and three members that rotate 
as between the Alberta School Boards' Association and the Council of Post-Secondary 
Presidents of Alberta (one), the Alberta Urban Municipalities Association and the Alberta 
Association of Municipal Districts and Counties (one) and the City of Calgary and the 
City of Edmonton (one). See: sections 4 and 20. 

7. Roles and Responsibilities of the Sponsor Board – The Sponsor Board has the 
following key responsibilities (section 7): 

(a) making and amending the Plan text; 

(b) setting contribution rates; 

(c) making any decision to terminate the Plan or to convert it to a different kind of 
Plan; 

(d) establish a funding policy (including in relation to investment risks and other 
risks); 

(e) reviewing the annual budget of the Corporation and providing directions to the 
Corporation in regard to that budget; 

(f) establishing a code of conduct and conflict of interest policy; 

(g) determining the resources it requires to be provided by or through the 
Corporation; 

(h) notifying the Corporation of its key decisions. 

The Sponsor Board will also develop rules governing the recruitment of members of the 
BoD of the Corporation to achieve a suitable mix of competencies, a diversity of 
perspectives and gender balance. See: section 8(1). 

The Sponsor Board has the power to make rules governing the participation of new 
employers in the LAPP. See: section 9. 

8. Sponsor Board Mandate – Contributions – Each valuation of the LAPP will be 
performed in accordance with the going concern funding rules of the EPPA. The LAPP 
will be solvency exempt. If a going concern valuation discloses a deficiency, then the 
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Sponsor Board is responsible for considering whether to fund the deficiency through 
increased contributions, or to adjust future benefits. The Act provides a clear default 
position – that contributions will increase in the event that no decision to reduce benefits 
has been made by the Sponsor Board by the time a valuation is required to be filed. 
See: section 7(6). 

9. Sponsor Board – Procedural Requirements – Basic procedural rules governing the 
Sponsor Board are set out in the Act as 'default rules', the Sponsor Board may change 
those rules if it wishes (section 8(2)(e)). As a starting point, however, the Sponsor 
Board's initial rules of procedure include the following (section 8(4)): 

(a) the Sponsor Board will have a Chair and a Vice-Chair; the first Chair will be 
appointed by Sponsor Board members selected by the employee organizations; 

(b) a quorum at the Sponsor Board will require 5/6 of the employee representatives 
and 5/6 of the employer representatives to be present; 

(c) in order to pass a resolution, a quorum of members of the Sponsor Board must 
be present and two-thirds of the  members appointed by the employee 
organizations and two-thirds of the members appointed by the employer 
organizations who are present at the meeting must vote in favour of it (except 
that a decision to terminate the Plan or convert it wholly or in part from a defined 
benefit plan to a defined contribution plan or a target benefit plan can only be 
approved by a unanimous vote of all Sponsor Board members present at the 
meeting).  

10. LAPP Plan Text – It will be one of the Sponsor Board's first responsibilities to adopt a 
non-statutory Plan Text. ALAPP has prepared two drafts of this document, which pulls 
together existing provisions from current legislation and regulations. A third draft is 
expected shortly. The Sponsor Board will be asked to adopt this Plan Text as a first 
order of business. However, if the Sponsor Board does not, by the Transition Date, 
adopt a non-statutory Plan text, then the Act defines a 'default' Plan Text as a composite 
of the existing LAPP statutory and regulatory provisions. See; section 34. 

11. Employer Withdrawal – The Act establishes a 5 year moratorium on employer 
withdrawals from the LAPP (section 29). Thereafter, employer withdrawal rules are 
within the jurisdiction of the Sponsor Board. LAPP's current withdrawal rules should be 
contained in the new non-statutory Plan text that ALAPP is preparing for consideration 
by the new Sponsor Board. The Act's default Plan text also includes the current LAPP 
withdrawal rules.  

12. LAPP Corporation – The LAPP Corporation is the "administrator" of the LAPP for 
purposes of the EPPA (section 16(2)). A number of itemized powers and responsibilities 
are conferred upon the Corporation (section 16(3)), but, as the administrator of the 
LAPP, the Corporation has all the authority necessary to discharge its administrative 
functions in accordance with the EPPA. 

13. Corporation Board of Directors – Procedures – The Board of Directors of the 
Corporation may adopt by-laws governing its own procedures. However, the Act also 
provides certain default rules governing the conduct of the BoD's business: 

(a) the first Chair of the Board of Directors of the Corporation is to be appointed by 
the Directors appointed by the employer organizations; 
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(b) meetings may be called by either the Chair or Vice-Chair of the Board of 
Directors of the Corporation; 

(c) a resolution is adopted by the Board of Directors if a majority of those present at 
a meeting approve of the resolution; 

(d) a quorum at a meeting of the Board of Directors consist of the majority of the 
employee appointees and a majority of the employer appointees. 

14. Indemnities – The Board of Directors of the Corporation is permitted to indemnify any 
entity (including the members of the Sponsor Board), but there are restrictions on its 
ability to indemnify its own Directors or those who act at the Corporation's request as a 
Director or officer of another entity. An indemnity is only available for those individuals if 
they acted honestly, in good faith and with a view of the best interests of the Corporation 
or other entity.  

15. Participating Employers and Members – Employers that were participating employers 
in the LAPP immediately prior to the effective date of joint sponsorship shall continue to 
be participating employers in the LAPP after the effective date of joint sponsorship. 
Similarly, employees who were members of the LAPP immediately prior to the effective 
date of joint sponsorship will continue to be members immediately following the effective 
date of joint sponsorship. See: section 28. 

16. Continuity of Employer Participation Policies – While full-time employees are 
mandatory members in the LAPP pursuant to the Plan text, employers have traditionally 
exercised discretion with respect to the status of employees who are not full-time. In 
principle, employers who are supposed to develop policies governing the participation of 
their other-than-full-time-employees, and to file those with APS. We believe some 
employers have done this, but are not sure that all of them have. In any event, those 
policies are protected under section 28(4) of Act for three years, so that employees with 
current eligibility to join the LAPP will maintain such eligibility after the effective date of 
joint sponsorship. We may anticipate future collective bargaining about the status of 
other-than-full-time employees. 

17. Successor Rights – Section 30 contains protections in the event that a successor 
employer becomes the employer of LAPP members due to one of three events – 
merger, continuity of the legal entity or the transfer or assignment of all or a divisible part 
of the activities or undertakings of a participating employer. In the event of a succession 
event as defined in section 30, LAPP members who are transferred to the new employer 
continue to be LAPP members. If a majority of the successor employer's employees are 
LAPP members, then all of the successor employer's employees become covered by the 
LAPP. These protections are new in Canada, and are in addition to the successor rights 
protections that unions are able to secure under the Labour Relations Code. 

18. AIMCo and APS – Section 17 requires the Corporation to use APS and AIMCo as the 
exclusive provider of pension plan administration and pension fund investment services 
for a period of at least 5 years from the Transition Date. Thereafter, the Corporation is 
able to contract with other providers for some or all of the required services. 

19. Continuity of Prior Decisions – Prior decisions of the Minister as the administrator of 
the Plan and of the Pension Board are continued, but may be reconsidered. See: section 
35. Adjudications in process are to be addressed by the Corporation (section 38). 
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20. Immunity Provisions – The Minister is provided with immunity from suit in respect of 
his administration of the Plan to the Transition Date. Note that any successful claims 
would likely have been paid from the LAPP Fund in any event, and not from general 
revenues. Significantly, the immunity does not extend to APS or AIMCo. See: section 37. 

Still Outstanding 

There remain two work-streams outstanding, and, as well, we are expecting a set of EPPA 
exemptions that will pertain to the LAPP.  

One work-stream concerns the LAPP text. ALAPP has taken the lead and has produced two 
drafts of a consolidated Plan text that takes relevant Plan provisions from the existing legislation 
and regulations, and consolidates those provisions into a single document. The last draft of the 
Plan text was circulated on October 18, 2018. We are expecting the next draft shortly. 

Contracts are also underway with both APS and AIMCo. The legislation requires that the LAPP 
Board continue to utilize the services of both service providers for five years from the effective 
date. The draft contracts will set out the terms of engagement, and will also contain terms 
relevant to the potential termination of the LAPP Corporation's arrangements, in whole or in 
part, with APS and AIMCo.  

Finally, in terms of EPPA exemptions, we are expecting exemptions from EPPA provisions that 
could impose additional costs on participating employers. It is expected that the immediate 
vesting rules under the EPPA, as well as the minimum standards pertaining to other-than-full-
time-employees, will not apply to the LAPP. Existing employers will not be required to sign 
Participation Agreements to join the LAPP, but new employers will be required to do so. We 
expect that the Sponsor Board will be given the authority to adopt a going concern basis for 
commuted value payments. Other exemptions may also be adopted.  
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