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INDEPENDENT AUDITORS’ REPORT 

 

 

 

To the Board of Regents of 

Memorial University of Newfoundland 

 

We have audited the accompanying financial statements of the Memorial University of 

Newfoundland Pension Plan, which comprise the statement of financial position as at March 31, 

2018, and the statements of changes in net assets available for benefits and changes in pension 

obligations for the year then ended and a summary of significant accounting policies and other 

explanatory information. 

 

Management's responsibility for the financial statements 

 

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with Canadian accounting standards for pension plans, and for such internal control 

as management determines is necessary to enable the preparation of financial statements that are 

free from material misstatement, whether due to fraud or error. 

 

Auditors’ responsibility 

 

Our responsibility is to express an opinion on these financial statements based on our audit. We 

conducted our audit in accordance with Canadian generally accepted auditing standards. Those 

standards require that we comply with ethical requirements and plan and perform the audit to 

obtain reasonable assurance about whether the financial statements are free from material 

misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditors’ judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error. In making those risk assessments, the auditors consider internal control 

relevant to the entity's preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the entity's internal control. An audit also includes 

evaluating the appropriateness of accounting policies used and the reasonableness of accounting 

estimates made by management, as well as evaluating the overall presentation of the financial 

statements. 

 

We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to 

provide a basis for our audit opinion. 

 

 

  



 

 

 

Opinion 

 

In our opinion, the financial statements present fairly, in all material respects, the financial position 

of the Memorial University of Newfoundland Pension Plan as at March 31, 2018, and the changes 

in its net assets available for benefits and changes in its pension obligations for the year then ended 

in accordance with Canadian accounting standards for pension plans. 

 

 

 

 

 

March 21, 2019 

St. John’s, Canada       

 

 

 

 

  



 

 

 

 

Memorial University of Newfoundland Pension Plan  

   

STATEMENT OF FINANCIAL POSITION  
 

 

 

As at March 31   

[thousands of dollars]   
 

 

   

 2018 2017    
ASSETS   
Receivables   
Contributions receivable  687 2,144 

Accrued interest and dividends 2,252 2,411 

Amounts due from pending trades 323 3,488 

Due from Memorial University of Newfoundland [note 4] 1,745 4,275 

 5,007 12,318 

Investments [notes 5& 10]   
Cash and short-term investments 48,160 36,601 

Bonds and debentures 371,686 364,311 

Equities 900,427 876,033 

Real estate  128,995 104,422 

Mortgages 120,022 115,545 

 1,569,290 1,496,912 

 

Intangible assets 

 

218 

 

262 

Total assets 1,574,515 1,509,492 
            
LIABILITIES      
Accounts payable and accrued expenses 1,320 1,152 

Accrued pension refunds 1,948 2,955 

Amounts payable from pending trades 1,499 4,917 

Total liabilities 4,767 9,024 

Net assets available for benefits 1,569,748 1,500,468       
Pension obligations          (1,798,415)         (1,736,599) 

Deficit             (228,667)           (236,131) 

 

 

See accompanying notes   

   

On behalf of the Board:   

   

   
   

Chair of the Board of Regents Chair of the Finance Committee 

 



 

 

 

 

   

Memorial University of Newfoundland Pension Plan  

   

   

STATEMENT OF CHANGES IN NET ASSETS 

AVAILABLE FOR BENEFITS 
 

 

   
Year ended March 31   
[thousands of dollars]   
 

   

 2018 2017 

   
INCREASE IN ASSETS   
Investment income   
Interest income 11,778 16,296 

Dividend income 20,967 22,319 

Current-period (decrease) increase in fair value of investments (17,286) 52,334 

Realized gain on sale of investments 74,460 69,045 

 89,919 159,994 

   
Contributions [note 7]   
Employee - current service 30,478 27,583 

                 - past service 3,538 4,892 

Employer - current service 30,479 27,577 

                 - past service 201 191 

                 - special payments 3,757 2,907 

 68,453 63,150 

Total increase in assets 158,372 223,144 

   
DECREASE IN ASSETS   
Benefits paid 71,679 66,380 

Refunds of contributions 7,709 7,560 

Death benefits 2,995 870 

Administrative expenses [note 8] 6,709 6,247 

Total decrease in assets 89,092 81,057 

     

Increase in net assets 69,280 142,087 

Net assets available for benefits, beginning of year 1,500,468 1,358,381 

Net assets available for benefits, end of year 1,569,748 1,500,468 

   
See accompanying notes   

   
 



 

 

 

 

 

Memorial University of Newfoundland Pension Plan 

 

 

STATEMENT OF CHANGES IN  

PENSION OBLIGATIONS 

 
 

 

Year ended March 31 

[thousands of dollars] 

 

 

 
 2018 2017 

   

Actuarial present value of accrued pension benefits,  

beginning of year  1,736,599    1,657,148 

   

Experience gains  (19,831) (6,343)  

Changes in actuarial assumptions/methodology 556   -        

Interest accrued on benefits 100,993 96,761 

Benefits accrued 62,481 63,843 

Benefits paid, death benefits and refunds of contributions (82,383 ) (74,810) 

Actuarial present value of accrued pension benefits,  

end of year [note 6] 1,798,415 1,736,599 

 

 
See accompanying notes 
 

 

 



Memorial University of Newfoundland Pension Plan 

 

Notes to Financial Statements 
  

March 31, 2018 

[tabular amounts in thousands of dollars] 

 
 
 

1 

 

1. DESCRIPTION OF PLAN 
 

The following description of the Memorial University of Newfoundland Pension Plan [the “Plan”] 

is a summary only. For more complete information, reference should be made to the Memorial 

University Pensions Act (the “Act”). 

 

General 
 

The Plan is a contributory defined benefit pension plan covering eligible employees of Memorial 

University of Newfoundland [the “University”] in accordance with the Act. 

 

Where differences exist between the provisions of the Act and the Newfoundland Pensions Benefits 

Act, 1997 [the “PBA”], the minimum standards prescribed by the PBA will prevail unless the Plan 

provisions exceed these standards. 

 

Funding policy 
 

The Plan is subject to the funding provisions of section 35 of the PBA and section 12 of the PBA 

Regulations which require that the employer contribute an amount equal to the normal actuarial cost 

allocated to the employer in the most recently filed actuarial valuation. In addition, where the Plan 

experiences a solvency deficiency, the employer is required to contribute an amount sufficient to 

liquidate the solvency deficiency within five years of the solvency valuation date. Likewise, going 

concern unfunded liabilities are required to be liquidated by the employer over a period not 

exceeding 15 years. 

 

Provincial guarantee 
 

The Plan is being underwritten by the Province of Newfoundland and Labrador. Section 6 of the 

Act states: 

 

All pensions, payments, and refunds and all expenses of the administration of this Act are a 

charge upon and payable out of the fund and if at any time there is not sufficient money at the 

credit of the fund for those purposes as they fall due for payment the Minister of Finance shall 

pay to the board an amount to cover the deficiency, and the board shall deposit that amount to 

the fund. 

 

Service pensions 
 

A service pension is available based on the number of years of service times two percent of the best 

five-year average pensionable salary. Pensions are indexed from age 65 at the rate of 60% of the 

annual change in the Consumer Price Index, as measured by Statistics Canada, to a maximum annual 

increase of 1.2%. 

 



Memorial University of Newfoundland Pension Plan 

 

Notes to Financial Statements 
  

March 31, 2018 

[tabular amounts in thousands of dollars] 

 
 
 

2 

 

Survivors’ pensions 
 

A survivor pension is paid to a surviving principal beneficiary or dependent child, as defined in the 

Act, of a member who has a minimum of two years’ credited service. 

 

Death refunds 
 
A death refund is payable to the estate of a pensioner or survivor where such pensions have not been 

paid to the full extent of the individual’s contributions plus interest. In a similar manner, a death 

refund is payable to the estate of a contributor where no survivor pension is paid. A death refund 

may also be paid to a surviving principal beneficiary who elects to transfer the commuted value of 

their survivor pension from the Plan where the death of a contributor precedes the commencement 

of their pension. 

 

Refunds 
 

Upon application and subject to locking-in provisions, a terminated employee may withdraw their 

contributions and accumulated interest. 

 

Income taxes 
 

The Plan is a Registered Pension Trust as defined in the Income Tax Act and is not subject to income 

taxes. 

 

2. BASIS OF PRESENTATION 
 

These financial statements have been prepared on a going concern basis as set out in Section 4600, 

Pension Plans, in Part IV of the Chartered Professional Accountants of Canada [“CPA Canada”] 

Accounting Handbook. These financial statements present the information of the Plan as a separate 

reporting entity independent of the sponsor and participants of the Plan. 

 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Use of estimates 
 

The preparation of financial statements in conformity with Canadian accounting standards for 

pension plans requires management to make estimates and assumptions that affect the reported 

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 

financial statements and the reported amounts of revenues and expenses during the year. Actual 

results could differ from these estimates. These estimates are reviewed periodically and, as 

adjustments become necessary, they are reported in earnings in the period during which they become 

known. Areas of key estimation include the actuarial assumptions for the determination of the 
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pension obligations [see note 6] and the fair value of investments [see note 10]. 

 

Investments 
 

Investments are stated at fair value and transactions are recorded as of the trade date. Fair value is 

the amount of consideration that would be agreed upon in an arm’s length transaction between 

knowledgeable willing parties who are under no compulsion to act. In determining fair value, 

adjustments have not been made for transaction costs as they are not considered to be significant. 

The change in the difference between the fair value and cost of investments, at the beginning and 

end of each fiscal year, is reflected in the statement of changes in net assets available for benefits as 

current-period change in fair value of investments. 

 

Fair value of investments is determined as follows: 

 

Bonds, debentures and equities are valued at year-end quoted market prices where available. Where 

quoted prices are not available, estimated fair value is calculated using comparable securities. In the 

case of bonds and debentures, fair value measurement is based upon the bid price whereas equities 

are valued at the mid-point of the bid-ask spread. 

 

Short-term notes, treasury bills and term deposits maturing within a year are valued at amortized 

cost, which, together with accrued interest income, approximates fair value given the short-term 

nature of these instruments. 

 

Guaranteed investment certificates and term deposits maturing after one year are valued at fair value 

determined as the present value of estimated future cash flows discounted at interest rates in effect 

on the last business day of the year for investments of a similar type, quality, and maturity. 

 

Pooled fund investments are valued at the unit value supplied by the pooled fund administrator, 

which represents the Plan’s proportionate share of underlying net assets at fair value determined 

using closing market prices. 

 

The investment in real estate is comprised of units in both a closed-end real estate fund and an open-

end real estate fund. The fair value of properties in both funds is determined at least annually by 

independent accredited appraisers. New acquisitions are carried at cost for the first 12 months. 

 

Investment income 
 

Investment income, which is recorded on the accrual basis, includes realized gains (losses) on the 

sale of investments, interest income, dividends and unrealized changes in fair value. 
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Realized gain on sale of investments 
 

The realized gain on the sale of investments is the difference between proceeds received and the 

average cost of investments sold. 

 

Recognition of contributions and benefits 
 

Contributions and benefits are recognized on the accrual basis of accounting. 

 

All current service and required contributions from the University and Plan participants, 

respectively, are reflected in the year of the Plan participant’s earnings. 

 

Foreign currency translation 
 

The fair value of foreign currency denominated investments, included in the statement of net assets 

available for benefits, is translated into Canadian dollars at year-end rates of exchange. Gains and 

losses arising from translations are included in the current-period increase in fair value of 

investments. 

 

Foreign currency denominated transactions including cost amounts, are translated into Canadian 

dollars at the rates of exchange in effect on the dates of the related transactions. 

 

Intangible assets 
 

Intangible assets are amortized on the basis of their estimated useful lives using the straight line 

method and the following duration: 

 

Software   10 years 

 

Fair value of financial instruments 
 

Investment assets and liabilities are measured at fair value as disclosed elsewhere in these financial 

statements. Other assets and liabilities do not have significant fair value risk as they are all due 

within twelve months.  

 

4. DUE FROM MEMORIAL UNIVERSITY OF NEWFOUNDLAND 
 

The treasury function of the Plan is administered by the University and, therefore, the Due from 

Memorial University of Newfoundland account represents funds owed to the Plan by the University.  
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5. INVESTMENTS 
 

 

[a] The following table summarizes investments at fair value: 

 

 2018 2017 

Cash and short-term investments 48,160 36,601 

   

Canadian bonds and debentures:   

Federal 71,148 48,154 

Provincial 51,605 60,637 

Corporate 64,568 73,863 

Pooled funds 184,365 181,657 

 371,686 364,311 

Canadian equities:   

Common stock 288,967 286,131 

Pooled funds 111,707 108,745 

 400,674 394,876 

Foreign equities:   

Common stock 325,065 321,875 

Pooled finds 174,688 159,282 

 499,753 481,157 

Total equities 900,427 876,033 

 

Canadian Real estate 128,995 104,422 

 

Canadian Mortgages 120,022 115,545 

 1,569,290 1,496,912 

 

 

[b] Realized losses arising from foreign currency translation amounted to $311,920 for the year 

ended March 31, 2018 [2017 – loss of $35,409]. For financial statement presentation purposes, 

these amounts have been included in realized gain on sale of investments.  
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6. OBLIGATION FOR PENSION BENEFITS 
 

The present value of accrued pension benefits was determined using the projected benefits method 

prorated on service and the administrator’s best estimate assumptions. The Actuary, Eckler Limited, 

performed an actuarial valuation as at December 31, 2017, and extrapolated the results to March 31, 

2018, with the next valuation to be completed as at December 31, 2018. 

 

The actuarial present value of benefits as at March 31, 2018, was estimated to be $1,798,415 

[2017 – $1,736,599]. The statement of changes in pension obligations outlines the principal 

components of change in actuarial present value from one year to the next. 

 

The assumptions used in determining the actuarial value of accrued pension benefits were developed 

by reference to expected long-term market conditions. Significant long-term actuarial assumptions 

used in the December 31, 2017, valuation were: 

 

Discount rate Salary escalation rate 

  

5.8% [2017 – 5.8%] pre- and post-retirement 4.0% [2017 – 4.0%] per annum 

 

The actuarial value of net assets available for benefits has been determined at amounts that reflect 

long-term market trends [consistent with assumptions underlying the valuation of the accrued 

pension benefits]. The fair value is the underlying basis and incorporates an investment reserve 

calculated as the unamortized difference between expected and actual investment returns over a 

period of three years.  

 

The actuarial asset values used in the extrapolations for 2018 and 2017 were as follows:  
 

 2018 2017 

Net assets available for benefits 1,569,748 

             

1,500,468 

Actuarial value changes not reflected in fair value of net 

assets (23,530)          (25,942) 

Actuarial value of net assets available for benefits 1,546,218 

              

1,474,526 
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7. FUNDING POLICY 
 

Pursuant to the Act, employees are required to contribute to the Plan in accordance with the 

following schedule: 

 

11.4% of pensionable earnings up to the Year’s Basic Exemption [“YBE”] under the  

Canada Pension Plan Act; 

9.6% of pensionable earnings above the YBE up to and including the Year’s Maximum 

Pensionable Earnings [“YMPE”] under the Canada Pension Plan Act; 

11.4% of pensionable earnings above the YMPE. 

 

The University is required to contribute an amount equal to the contributions paid by employees and 

any additional amounts required to be paid by an employer under the PBA. For the period April 1, 

2015, to March 31, 2017, the University was exempt from the going concern funding requirements 

of the PBA thereby allowing deferral of the 2015/16 and 2016/17 special payments against the 

Plan’s unfunded liability. The University was also granted a deferral of the special payment 

otherwise required for 2017/18 pending the outcome of negotiations with employee groups on joint 

sponsorship of the Plan. 

 

With respect to solvency, the University is exempt to December 31, 2018, from the PBA 

requirement to liquidate solvency deficiencies within five years of the solvency valuation date. 

Where the solvency ratio is below prescribed limits the University will, however, make special 

payments into the fund representing the solvency deficiency on refunds and transfers paid out of the 

fund. 

 

A valuation of the Plan was performed as at December 31, 2017, and the results have been 

extrapolated to March 31, 2018, for financial statement reporting. The extrapolation revealed that 

the going concern unfunded liability is $252.2 million at March 31, 2018, based on current Plan 

provisions and PBA requirements. A portion of the unfunded liability relates to the past service cost 

of indexing, introduced under the Plan, effective July 1, 2004. A funding arrangement was 

implemented coincident with the introduction of indexing to liquidate this unfunded liability over a 

period of 40 years. At March 31, 2018, approximately 26.25 years are remaining in the amortization 

schedule. The indexing liability is amortized on a declining balance basis along with recognition 

that if the indexing contributions (i.e., an additional 0.6% of payroll being made by both the 

University and Employees) exceed the originally scheduled amortization payment, then 15 years’ 

worth of these excess contributions can be accounted for when determining the University’s special 

payments. 

 

The plan is currently being funded based upon the December 31, 2015, actuarial valuation which 

disclosed a going concern unfunded liability of $297.2 million. The University is required to make 

special payments to amortize the unfunded liability over a period of not more than 15 years. The 

portion of the going concern unfunded liability (after accounting for the indexing liability) to be 

amortized was $218.4 million and the required amortization payment for fiscal 2018/2019 is 

$30.8 million [or 9.8% of pensionable payroll]. The next actuarial valuation for funding is due no 
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later than December 31, 2018 [i.e., within three years of the December 31, 2015, actuarial valuation]. 

The December 31, 2017, valuation of the Plan revealed that the current service cost of benefits 

accruing to members had increased by 0.6% over the levels identified in the December 31, 2015, 

valuation. Current service costs are shared equally between the University and employees. 

 

 

8. ADMINISTRATIVE EXPENSES 
 
Administrative expenses are paid by the University on behalf of the Plan. The Plan then reimburses 

the University on a monthly basis. A detailed breakdown of these expenses is as follows: 

 
 2018 2017 

Administrative expenses:   

Actuarial fees 354 287 

Administrative Services 279 267 

Audit fees 12 11 

Custodial fees 339 332 

Investment management fees 5,219 4,854 

Salaries and benefits 449 444 

Amortization 44 44 

Other fees 13 8 

 6,709 6,247 

 

9. INTANGIBLE ASSETS 

 

 

 2018  2017 

 Cost Accumulated 

Amortization 

Net 

Book 

Value 

 Cost Accumulated 

Amortization 

Net 

Book 

Value 

Software 437 219 218  3437 1175 2262 
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10. FAIR VALUE MEASUREMENTS, FINANCIAL RISKS AND RISK 

MANAGEMENT 
 

The fair value of investments is as described in notes 3 and 5[a]. The fair value of other financial 

assets and liabilities, namely contributions receivable, accrued interest and dividends, due from 

Memorial University of Newfoundland, accounts payable and accrued expenses, and accrued 

pension refunds are measured at amortized cost. The fair value of amounts due from pending trades 

and amounts payable from pending trades is represented by the fair value of the underlying 

securities.  

 

Fair value hierarchy 

 

 2018 2017 

Level 1   

Cash & short term investments 48,160 36,601 

Equities 614,032 608,005 

 662,192 644,606 

 

 

Level 2   

Equities 286,395 268,028 

Bonds & debentures 371,686 364,311 

Mortgages 120,022 115,545 

 778,103 747,884 

Level 3   

Real estate 128,995 104,422 

 1,569,290 1,496,912 

   

 

Financial instruments measured at fair value are classified according to a fair value hierarchy that 

reflects the importance of the data used to perform each valuation. The fair value hierarchy is made 

up of the following levels: 

 

Level 1- valuation based on quoted prices (unadjusted) in active markets for identical assets or 

liabilities; 

 

Level 2- valuation techniques based on inputs other than quoted prices included in Level 1 that are 

observable for the asset or liability and derived, either directly as prices or indirectly from prices; 

 

Level 3- valuation techniques using inputs for the asset or liability that are not based on observable 

market data (unobservable inputs). 
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The fair value hierarchy requires the use of observable data on the market each time such data exists. 

A financial instrument is classified at the lowest level of hierarchy for which significant input has 

been considered in measuring fair value. There have been no significant transfers between Levels 

for all reporting periods presented. 

 

The following table summarizes the changes in the fair value of financial instruments classified in 

Level 3 for the year ended March 31: 

 

Level 3 

 

 2018                  2017  

Real estate   

Balance at beginning of year                           104,423                   97,823 

Net purchases                             15,000                1,500 

Net Dispositions        (415)       (328) 

Net dividends earned                               1,756                2,009 

Net dividends transferred out                             (1,588)              (1,829) 

Net realized gains                                    92                     72 

Net unrealized gains                               9,896                5,356 

Administrative expenses                          (168)                  (180) 

                           128,995            104,423 

 

Fair values of investments are exposed to price risk, liquidity risk and credit risk. 

 

Price risk 

 

Price risk is comprised of currency risk, interest rate risk, and market risk. 

 

[a] Currency risk: Currency risk relates to the possibility that the investments will change in value 

due to future fluctuations in the U.S., Euro, and other international foreign exchange rates. For 

example, a 5% strengthening of the Canadian dollar against the U.S. dollar at March 31, 2018, 

would have decreased the U.S. investment value by approximately $18,000,000. Conversely, a 

5% weakening of the Canadian dollar against the U.S. dollar at March 31, 2018, would have 

increased the U.S. investment value by approximately $18,000,000.  

 

A 5% strengthening of the Canadian dollar against the U.K. Pound at March 31, 2018, would 

have decreased the U.K. investment value by approximately $1,100,000. Conversely, a 5% 

weakening of the Canadian dollar against the U.K. Pound at March 31, 2018, would have 

increased the U.K. investment value by approximately $1,100,000. 
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A 5% strengthening of the Canadian dollar against the Euro at March 31, 2018, would have 

decreased the European investment value by approximately $2,300,000. Conversely, a 5% 

weakening of the Canadian dollar against the Euro at March 31, 2018, would have increased 

the European investment value by approximately $2,300,000. 

 

A 5% strengthening of the Canadian dollar against the Swiss Franc at March 31, 2018, would 

have decreased the Swiss investment value by approximately $970,000. Conversely, a 5% 

weakening of the Canadian dollar against the Swiss Franc at March 31, 2018, would have 

increased the Swiss investment value by approximately $970,000. 

 

[b] Interest rate risk: Interest rate risk relates to the possibility that the investments will change 

in value due to future fluctuations in market interest rates, thereby impacting pension liabilities 

which are exposed to longer-term fixed-income instruments. Duration is an appropriate 

measure of interest rate risk for fixed-income funds as a rise in interest rates will cause a 

decrease in bond prices: the longer the duration, the greater the effect. At March 31, 2018, the 

average duration of the bond portfolio was 7.3 years. Therefore, if interest rates were to increase 

by 1%, the value of the bond portfolio would drop by 7.3%. 

 

 

 
Within 

1-year 

1-5 

years 5-10 years 

Over  

10  

years 

No specific 

maturity Total 

       

Cash and 
short-term  

investments 

 

1,243 — — — — 1,243 

Bonds and debentures       

Federal — 37,769 24,490 8,890 — 71,148 

Provincial — 8,351 12,597 30,656 — 51,605 

Corporate 4,371 32,906 10,721 16,570 — 64,568 

Pooled funds — — — — 184,365   184,365 

Total bonds and debentures 4,371 79,026 47,808 56,116 184,365 371,686 

Total fixed income 5,614 79,026 47,808 56,116 184,365 372,929 

 

 

[c] Market risk: Market risk relates to the possibility that the investments will change in value 

due to future fluctuations in market prices. This risk is reduced by the Plan’s investment policy 

which incorporates diversification of the investment portfolio across various asset classes and 

within each asset class. Equity price risk is managed by investing in Canadian, U.S. and 

international equities through the use of five external investment managers utilizing differing 

investment styles. The equity portfolio is diversified across a range of economic sectors and 

companies and is limited to stocks traded on recognized stock exchanges. 
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Fixed-income market risk is managed by diversifying across various government and corporate 

issuers and by maintaining minimum quality ratings of “A” as determined by recognized bond 

rating agencies. The minimum quality rating for the pooled index bond fund is “BBB”. 

 

Price risk can be measured in terms of volatility, i.e., the standard deviation of change in the 

value of a financial instrument within a specific time horizon. Based on the volatility of the 

Plan’s current asset class holdings shown below, the expectation is that over the long term 

(15 years), the Plan will return approximately 5.9%, with a 95% probability of the 15 year 

annualized return falling within the range of 2.0% to 9.6%. 

 

 

Estimated 

volatility % 

Asset class  

Canadian equities +/- 18.70 

U.S. equities +/- 17.70 

International equities +/- 18.90 

Real estate +/-   8.20 

Mortgages +/-   3.60 

Cash and short-term investments +/-   1.50 

Canadian bonds and debentures +/-   3.80 

 

 
Market value at 

March 31, 2018 Investments % 

Held-for-trading securities   

Cash and short-term investments 48,160 3.1 

Canadian bonds and debentures 371,686 23.7 

Canadian equities 400,674 25.5 

U.S. equities 325,065 20.7 

International equities 174,688 11.1 

Canadian real estate 128,995 8.2 

Canadian mortgages 120,022 7.7 

Total 1,569,290 100.0 

 

 

 

 

 

% change 

 

Net impact on 

market value 

Benchmark for investments   

S&P/TSX Composite Index +/- 18.70 +/- 74,926 

S&P 500 C$ +/- 17.70 +/- 64,285 

MSCI EAFE C$ +/- 18.90 +/- 33,016 

CPI +/-   8.20 +/- 10,569 

Blended FTSE TMX (60% short; 40% mid) +/-   3.60 +/-   4,321 

FTSE TMX Universe +/-   3.80    +/- 14,124 
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Liquidity risk  

 

Liquidity risk is the risk of being unable to generate sufficient cash or its equivalent in a timely and 

cost-effective manner in order to meet commitments as they come due. The primary liabilities in the 

Plan are future benefit obligations [see note 6] and operating expenses. Liquidity requirements are 

managed through net monthly contributions and by investing in sufficiently liquid [e.g., publicly 

traded] equities, pooled funds and other easily marketable instruments. 

 

Credit risk 

 

Credit risk relates to the possibility that a loss may occur from failure of a fixed-income security 

issuer. At March 31, 2018, the maximum risk exposure for this type of investment amounts to 

$371,686. The Plan limits credit risk by purchasing individual fixed-income instruments that have 

a credit rating of “A” or higher as rated by recognized Canadian bond rating services. The Plan also 

owns units of an indexed bond fund which may hold fixed-income instruments with credit ratings 

of “BBB” and above. 

 

The following table shows the percentage of fixed-income holdings in the portfolio by credit rating: 

 

Rating % 

  

AAA 40.7 

AA 32.4 

A 19.5 

BBB 7.4 

 

11. CAPITAL DISCLOSURES 
 

The purpose of the Plan is to provide pension benefits to Plan members. The Plan’s objective when 

managing capital is to preserve assets in a manner that provides it with the ability to continue as a 

going concern. To accomplish this objective, a broadly diversified investment portfolio is utilized 

to achieve the highest rate of return within an acceptable level of risk. With the assistance of an 

outside consultant, the Plan’s pension advisory committee and the University’s administration 

department regularly monitor the asset mix to ensure compliance with the Statement of Investment 

Policies and Objectives. 

 

  


