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Dcar Plan Member:

Re: Pension PIan Update snd Plan Changes

We are writing to you tO advise you of some changes to your Pcnsion Plan which are necessary

as a result ofthe actuarial valuation as ofJunc 30, 201 0'

Due to the combinod cffecr of sevcrcly reduced hours and contributions since tho [ast valuation

in20AT,fluctuations in investment rnirkets in 2008 and 2009, *nd very low interest-rates' the

actuarial valuation has resulted in a large solvenoy deficionoy and a relatively smaller going'

csncern dcficiency, The assets and liabitities of peniion plans arc.valued on both a solvenoy and

u loing concem'basis every three ycars. The'solvenry basis is the rnost stringent test and

*fr*u-, the plan is wound up i**tit*,*ly and is required to buy ennuitics to Pay the pensions'

ifr. i"i"g "Ln".rn 
basis assumes the plan will continue to operate into the fthrre' Pcnsion

legislation requires ti*t-""V tplvency ieficiency be paid within five years, unlcss the Plan

qualifies for afl eXtension of tho payback petiod oi other relic!, all of which corne with

restrictions.

A. Solvency lmPacts on the PIan

The solvcncy level of the Plan after the 200? valuation rvas approximately 88%' Following thc

20lg valuation it has fallen to 7Z%. The Plan flnansed the payment of the 200? solvency

deficiency fcom empioyer conkibutions. After the tatest valuation, without Ptan changes, the

sofuency payments ."diird;ouid be almost uipic the $4.09 contribution rate. Tn shoG the Plan

caenot afford ta pay' iis current level of pension .benefil without eliminating the solvcncy

deficicncy by reduciig';rrdr for active and retired members alike. Your Flan is a negotiatcd

*rt pt*, ,,it 
"ru 

the ernployer contributions arc limited under the collective agreement' This

means that if there is a'soivency deflciency there is no csll on the cmployers -to- 
contribute

additional funds to covcr ii. Rni if the soivency deficieney cannot be financed through the

employer contributions, there is no choicc but to reducc benefits'

-lhe Board of Trustees has bgen having dctailed disoussions over the last six monlhs with its

advisors and FICOM (Pension standarJs Branch), and also with cMAlv as to [he best way to

imptcment the benefit reductions ro minimize thi impact on both the active and retired sroups'

Wc have settled on an immediatc qveJall reduction of approximately 30%-for activ.s metnbers

and a three-year phased I0% per year reduction for the-i*ired members. The details of these

reductions are described bclow under Benefit Reductions' Since the solvency deficiency will bc

rernoyed by the benefit redrJctions, w6 are also announcing the Ptan Improvements described

belorv'



A. Benefit Reduetions for retired hembers effective August LTZATI

Effcctive August l, 201I there will be an across-the.board reduction for already retired members
in the amount of 10%. This will be followed by a further amoss-thc-board reduction for rctirEd
rnembers of I0% on July | 2012 and again on July I 2013. The aggregate rcduction for ihe
retircd members ovcr the three years witl be 30%.

B, Benefit Reductions for active members effective August I,2011

Efleotive August I 2011, the following benefit reductions will be implcmented:

1, The subsidized early retirement provision for active members wiil be remove.d. Active
members will be ablc to retire as early as age 55 but their pension will be reduced by 6%
per yeer for cvcry year that thcy are less than agc 65.

2. The scven-year guarantced pension option will bc removed,

3. There wilt be an across-the-board rcductian in accrued pension for aotive members in the
arnount af 75a/o. This perocntage together with the removal of tlre early retirement and
seven?ear guamntee provisions described above will effectively amount [o an overall
reduction of approximately g0%,

The above changes will effcctively remove the plan solvency deficiency and we can thcrefore
move forward with the following improvernents to make the Plan more attr*ctive to activo
membsrs and ensure its long term viability Io provide pensions to rotired mombem.

C. Plan improvements effective July l' ?011

Effective with the Plan Year starting July I 20t 1, wo are proposing the following improvoments
for FICOM approval:

1. Ths minimurn 350 hour unit will be rernoved, as will the 1750 hours eap.

2. The Plan will irnplerncnt immediate vesting. In other words, every hour subrnitted
will count towards the earned pension.

3. The Plan will also announoe a significant increase in the eamed pension amount
for future contributions,

4. Members who retirc prior to age 65 csn rcturn to work without pension accrual,



Your Board of Trustess has worked earnestly to firrd the best result for all of our affected
membcrs in making the difflrcult decisions describcd in this lenor. While benefit suts sre nevor
good news, wc have phased in the cuts to the retirees over a three year period, The elimination of
the solvency deficioncy allows us to dramaticaily improve accrual rates for our actiye members
so they car rccover their previous levels of pension entitlement in a reasonabiy short period of
time and continue to support thc pensions of thc retired membcrs. We feel that the csmbination
of thcse changes, as well as thc pension improvomcnts describcd above, will provide the best
result for all, under the circumstances.

Yours truly

BOARD OT'TRUSTEES
CARPENTRY WORICERS' PENSION PLAN of BC

On bohalf ofthe Board:
John Voykin, Chair, Kootenay District Council 250 304 9246 john.voykin@telus.net
Bill Penner, Northwcst BC Distriot Councll250 638 1830 mail2bp@telus.net
Barbara Bachmeier, Cenral BC District Council 250 255 0554 bbachmcicr@telus.net
OlafDuemler, Okanagan District Council 250 828 I I l5 hclenolaf@telus.ner
Fred Kuhn, Vancouver Island District Council 250 480 9202 rackuhner@shaw.ca
Bill Duck, Vancouver & Lower MainlErd District Council 604 341 6219
billduck@cmawl995-ea
Chris Wasilenchuk, Vancouver & Lower Mainland District Council 778 829 9744
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