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NEWFOUNDLAND AND LABRADOR MUNICIPAL FINANCING   DEPARTMENT OF FINANCE 
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ST. JOHN’S, NL 
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        September 27, 2013 

 

 

Message from the Board 
 
 
I am pleased to present the Annual Performance Report for the Newfoundland and 

Labrador Government Sinking Fund for the 2012/13 fiscal year.  

 

The Newfoundland and Labrador Government Sinking Fund administers the sinking 

funds established by the Province of Newfoundland and Labrador for the repayment of 

the Province’s debenture debt.  The effective investment and control of these funds is 

consistent with the Department’s responsibilities with respect to stewardship of public 

money and management of the funded debt and supports the Department’s strategic 

direction and commitment to sound financial management. 

 

This performance report provides an overview of the Newfoundland and Labrador 

Government Sinking Fund and identifies key issues and results for the Board of Trustees 

during the fiscal year 2012-13.  The Newfoundland and Labrador Government Sinking 

Fund earned a net income of approximately $51 million during 2012-13, which was net 

of a foreign exchange gain of $0.7 million, resulting from an increase in the value of the 

U.S. dollar.   

 

The Board of Trustees is accountable for the preparation of this report and for the results 

reported therein. 

 

 
 

Donna Brewer 

Chairperson
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1.0 Overview 
 

The Newfoundland and Labrador Government Sinking Fund was created pursuant 

to the Financial Administration Act to consolidate and administer sinking funds 

established for the repayment of the Province’s debenture debt.  The Province has 

established sinking funds for most of its long term debenture issues and the annual 

contributions to these sinking funds are invested by the Board of Trustees of the 

Newfoundland and Labrador Consolidated Sinking Funds, appointed by the Lieutenant 

Governor in Council to manage and control the day to day operation of the sinking funds. 

As at 31 March 2013, the Board of Trustees consists of the incumbents in five senior 

public service positions with the Department of Finance as follows: 

 

Laurie Skinner   Deputy Minister 

 

Ronald Williams  Comptroller General 

 

Peter Au   Assistant Deputy Minister 

    Taxation and Fiscal Policy 

 

Paul Myrden   Director, Debt Management 

 

Linda Howell   Manager of Debt Servicing 

    & Financial Risk 

    

The Newfoundland and Labrador Government Sinking Fund operates with a 

March 31 fiscal year end and the results of its activities are fully consolidated in the 

Province’s annual financial statements.   

 

 

2.0 Mandate 
 

The mandate of the Board of Trustees is to manage and control the operational 

activities of the Newfoundland and Labrador Government Sinking Fund and the sinking 

funds of certain crown corporations where the Province has guaranteed the related debt 

(i.e. Newfoundland and Labrador Municipal Financing Corporation and the Eastern 

Regional Integrated Health Authority).  These activities include setting investment 

policy, investment of funds and the monitoring of such.  These funds are invested in 

accordance with the Financial Administration Act, primarily in bonds, debentures or 

other securities issued or guaranteed by the Government of Canada, the government of a 

province of Canada, or a chartered bank, with the goal of earning the maximum return 

from investment of the portfolio while ensuring security of the funds. 
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3.0 Support of Vision and Mission of Department 
 

 The vision of the Department of Finance is of a vibrant and self-reliant economy 

and prosperous people and is supported by the Newfoundland and Labrador Government 

Sinking Fund.  The mission of the Department of Finance is to support Government in its 

commitment to fiscal sustainability and a healthy economy for the Province.  The 

Newfoundland and Labrador Government Sinking Fund continues to follow the mission 

of the Department by supporting the Province’s fiscal management through the prudent 

management and investment of Sinking Fund assets. 

 

 

4.0 Sources of Funding 
 

For debenture issues which have sinking fund requirements, the Province makes 

the required sinking fund contributions to the operating bank account managed by the 

Board of Trustees.  In 2012-13, these sinking fund payments amounted to $48,688,000.  

Sinking fund contributions are invested and the interest earnings, less an amount to cover 

administrative costs, are re-invested. 

 

The Newfoundland and Labrador Government Sinking Fund’s day-to-day 

activities are managed by employees of the Department of Finance and the Sinking Fund 

is invoiced quarterly by the Province for reimbursement of these expenses on a cost-

recovery basis. 

 

 

5.0 Financial Statements 
 

The Newfoundland and Labrador Government Sinking Fund earned a net income 

of approximately $51 million during 2012-13, after a foreign exchange gain of $0.7 

million, resulting from an increase in the value of the U.S. dollar.  Any gains or losses 

resulting from foreign currency translations will not become realized until such time that 

the U.S. assets are converted to Canadian dollars.  Special purpose financial statements 

for the year ending 31 March 2013 are included in this report.  

 

 

6.0  2011-14 Activity Plan Update 

 
 The Newfoundland and Labrador Government Sinking Fund supports the 

Department of Finance in its responsibilities related to stewardship of public money and 

fiscal management by the investing of funds in accordance with parameters set out in the 

Financial Administration Act and the Department’s mandate and mission statement.  The 

unpredictable nature of the investment market continues to challenge the Board of 

Trustees in its mandate to ensure that the investment strategy maximizes the rate of return 



 

 
2012-13 Annual Performance Report 3 

earned on its investment portfolio, while at the same time, protects the security of the 

sinking funds.  

 

 With this in mind, the Board therefore identified in its 2011-2014 Activity Plan 

the need to focus on the continued prudent investment of the fund’s assets, as evident in 

the following goal: 

 

Goal: By March 31, 2014, the Newfoundland and Labrador Government Sinking 

Fund will have continued prudent investment of the fund’s assets.  

 

 Measure:   Invested fund assets 

 Indicators:  Continued prudent investment 

 

 

During the 2013-14 fiscal year, the Board maintained its focus on prudent 

investment, as evident in the following annual objective: 

 

Objective:  As of March 31, 2013, the Newfoundland and Labrador 

Government Sinking Fund will have continued prudent investment 

of the assets of the Fund. 

 

Measure: Invested fund assets 

Indicators: 

 Prudent investment of the assets of the Fund in accordance 

with the Financial Administration Act 

 Completed review of periodic reports to the Board 

 

 

 

The Board completed a review of periodic reports to the Board which highlight 

the investing activity of the Fund, ensuring that the assets of the Fund were prudently 

invested in accordance with the Financial Administration Act and with the Board’s 

mandate. 

 

 

7.0 2013-14 Planned Performance 

 
During the 2013-14 fiscal year, the Board will continue to focus on the prudent 

investment of the fund’s assets and has established the following objective, 

measure and indicator to assist in the evaluation of its success: 

 

Objective: As of March 31, 2014, the Newfoundland and Labrador 

Government Sinking Fund will have continued prudent investment 

of the assets of the Fund. 



 

 
2012-13 Annual Performance Report 4 

 

Measure: Invested Fund Assets 

Indicators: 

 Prudent investment of the assets of the Fund in accordance 

with the Financial Administration Act 

 

 

8.0 Highlights and Accomplishments 
 

During the year 2012-13, the Board implemented a new policy, approved during 

the previous fiscal year, regarding the annual repayment of surplus sinking funds to the 

Province.  Under this policy, all sinking fund net income is allocated only to those 

sinking funds which are not fully funded. This will allow faster growth to those sinking 

funds that are not fully funded, will lessen the Province’s debt burden as the related loans 

mature, and will allow for earlier relief for the Province of statutory contributions to a 

sinking fund, as a sinking fund becomes fully funded earlier. The new policy also 

eliminates future sinking fund surpluses. 

 

The Sinking Fund had a net income of approximately $51 million during 2012-13. 

 

 

9.0    Opportunities and Challenges 
 

The unpredictable nature of the investment market will continue to challenge the 

Board of Trustees to ensure that its investment strategy maximizes the rate of return 

earned on its investment portfolio while at the same time, protects the security of the 

sinking funds. 

 

A slow global recovery continues during 2013.  As the world economy improves, 

it is anticipated that there will be an opportunity to increase the earning potential of the 

investment portfolio. 
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Financial Statements 

 
 




























