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Board of Trustees 
Newfoundland and Labrador Government Sinking Fund 

 
TREASURY MANAGEMENT DIVISION 

DEPARTMENT OF FINANCE 
CONFEDERATION BUILDING 

P.O. BOX 8700 
ST. JOHN’S, NL A1B 4J6 

 

Honourable Craig Pardy 
Minister of Finance 
Government of Newfoundland and Labrador 
Confederation Building 
St. John’s, NL 
A1B 4J6 
 
Dear Minister Pardy: 
 
As the Chair of the Board of Trustees responsible for the Newfoundland and Labrador 
Government Sinking Fund (NLGSF), I am pleased to submit the 2025-26 Annual Report. 
 
The NLGSF is a category three government entity, and in accordance with the Transparency 
and Accountability Act is required to prepare an annual activity report to present information 
on its activities of the preceding year. As such, the Board of Trustees is accountable for the 
preparation of this report and for the results reported therein. 
 
The mandate of the Board of Trustees for the NLGSF is to administer the sinking funds 
established by the Government of Newfoundland and Labrador for the repayment of the 
Province’s debenture debt. During the 2025-26 fiscal year, the NLGSF earned a net income of 
approximately $62.9 million and an additional $74.7 million in unrealized gains. This represents 
an 8.70 per cent annualized return on the fund equity. The NLGSF ended the year with a value 
of $1,689 million. 
  
 
Sincerely, 
 

 
 

David Drover, CPA, CGA 
Chair of the Board 
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1.0  OVERVIEW 

The Newfoundland and Labrador Government Sinking Fund (NLGSF) was created 

pursuant to the Financial Administration Act (the Act) to consolidate sinking funds 

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

 

The Province has established sinking funds for some of its long-term debenture issues, 

including all new issues, and the annual contributions to these sinking funds are 

invested by the Board of Trustees. In 2025-26, these sinking fund payments amounted 

to $164.5 million.  

 

As of March 31, 2026, the Board of Trustees consisted of the incumbents in four senior 

public service positions within the Department of Finance: 

 

• David Drover (Chair) Deputy Minister 

• Corey Tucker  Assistant Deputy Minister, Treasury Management and Budgeting 

• Thomas Nemec Director, Treasury Management 

• Calen Harrison    Manager, Treasury Management 

 

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

administrative costs, are re-invested. The NLGSF’s day-to-day activities are managed by 

employees of the Department of Finance and the NLGSF is invoiced by the Province for 

reimbursement of these expenses on a cost-recovery basis. NLGSF operates with a 

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

Provincial Government’s annual financial statements. The 2023-26 Activity Plan, as well 

as previous annual reports, are available online at www.gov.nl.ca/fin/.  

 

 

2.0  MANDATE 

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

of the NLGSF and the sinking funds of certain crown corporations where the Province 

has guaranteed the related debt. These activities include establishing investment policy, 

investment of funds and the monitoring of such.  

 

These funds are invested in accordance with the Act, and the NLGSF Investment Policy, 

primarily in equities, bonds, debentures or other securities issued or guaranteed by the 

Government of Canada, the government of a province of Canada, the government of a 

municipality of Canada, a corporation, 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  FINANCIAL HIGHLIGHTS  

Market Value 

In 2025-26, the NLGSF earned net income of approximately $62.9 million, composed as 

follows: 

Contributor Net Income 

  Interest on Bonds $35.5 million 

  Bank Interest/Short-term Investments $6.4 million 

  Bond Discount Amortization $6.5 million 

  Dividends Received $10.7 million 

  Gain on Sale of Securities $4.1 million 

  Expenses $(0.3) million 

Total: $62.9 million 

 

In addition to net income, the market value of equity investments plus the unrealized 

foreign exchange translation gain increased by $74.7 million. Taking both figures into 

account, earnings were $137.6 million or 8.70 per cent for the full year. 

 

The market value of assets in fiscal year 2025-26 increased from $1,517 million to $1,689 

million. The overall increase is due to a combination of investment returns and net 

contributions into the NLGSF, partially offset by an out-transfer associated with the 

redemption of the sinking fund debenture series 6B, which matured on July 7, 2025, and 

a further out-transfer associated with the redemption of debenture series 6C, which 

matured on February 5, 2026. Additional information on bond issuances can be found:  

 https://investorrelations.gov.nl.ca/. 
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Portfolio Asset Mix 

The implementation of the NLGSF Investment Policy, developed in 2022-23, requires a 

rebalancing of the sinking fund asset mix to a target 30 per cent allocation to equity 

securities, with commensurate adjustment to other asset classes. The asset mix of the 

NLGSF displayed material shifts in allocations away from provincial bonds towards a 

balance of other asset classes during the fiscal year, specifically municipal bonds, 

corporate bonds, Canadian equities and US equities.  In aggregate, these shifts brought 

the portfolio materially closer to its target asset allocation.   

 

At the end of fiscal 2025-26, approximately 65 per cent of fund assets were invested in 

bonds, with the balance to cash (13 per cent) and equities (22 per cent).  Within the bond 

asset class, provincial bonds declined by 14 per cent of total portfolio assets while 

municipal bonds increased by four per cent and corporate bonds by three per cent.  

Assets allocated to equities grew from 17 per cent to 22 per cent, with most of the increase 

concentrated in the US equity class, and allocation to cash grew slightly from 12 per cent 

to 13 per cent. 
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4.0 REPORT ON PERFORMANCE 

In accordance with the Board’s mandate, the following objective was identified for the 

2025-26 fiscal year, which focuses on the primary activities of establishing investment 

policy; and the investment and monitoring of funds.  

 

Objective: By March 31, 2026, Board of Trustees will have continued with the prudent 

investment of the assets of the Newfoundland and Labrador Government Sinking Fund. 

 

Indicator: The assets of the Newfoundland and Labrador Government Sinking Fund are 

prudently invested in accordance with the Financial Administration Act, as evidenced 

by the completion of periodic reviews of reports to the Board of Trustees.  

 

Results for 2025-26: The Board completed its review of an annual report which, in 

addition to financial results of the fund, highlighted the investing activity of the NLGSF. 

This review ensured that the assets were prudently invested in accordance with the Act 

and with the Board’s mandate.  

 

 

5.0 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 protecting the security of the fund.  

 

Strong, albeit volatile, performance in commodities has provided opportunities for 

enhanced returns in the Canadian equity asset class and will continue to do so if 

sustained. Investment uncertainty and policy volatility in global markets presents the 

possibility of capital flight to other jurisdictions, including Canada, which could enhance 

relative returns on Canadian portfolio assets; however, the possibility of central bank rate 

hikes to control inflation, escalation of war hostilities, and/or other factors, could have an 

adverse impact on equity asset class returns.  

 

The economic environment will be closely monitored, and adjustments will be made 

accordingly to ensure sustainable returns on the investments. Additionally, the rollout of 

investment into the equity asset class has facilitated greater portfolio diversification. The 

further diversification in the sub-asset allocation within fixed income has enhanced the 

portfolio's return and overall performance. 
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6.0 CONTACT INFORMATION 

Contact information is as follows: 

Mailing Address     Office Location 

Newfoundland and Labrador   Treasury Management Division 
Government Sinking Fund    Department of Finance 
c/o Department of Finance    Confederation Building 
Confederation Building    East Block, Main Floor 
East Block, Main Floor    Telephone: (709) 729-3931 
P. O. Box 8700     Fax: (709) 729-6790 
St. John’s, NL A1B 4J6  

 

 

7.0  AUDITED FINANCIAL STATEMENTS 

Please see the attached special purpose financial statements for the year ended March 

31, 2026. These financial statements of the NLGSF are the responsibility of management 

and have been prepared in accordance with the summary of significant accounting 

policies set out in note 1 to the financial statements to meet the information needs of the 

NLGSF and the Government of Newfoundland and Labrador under Section 39 of the 

Financial Administration Act and under the various debentures which require the 

establishment of sinking funds. 

 

The Office of the Auditor General of Newfoundland and Labrador performed an audit on 

the financial statements in accordance with Canadian generally accepted auditing 

standards. The Auditor’s Report attached to the financial statements outlines the scope 

of the examination and contains the Auditor General’s opinion on the NLGSF’s financial 

statements. 
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