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“You can rest assured today
because we’re focused on
your tomorrow.”
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On behalf of our employees, our leadership team, and our Board of Directors, we are
thrilled to introduce you to Provident10.
As the inaugural Chair of the Board and Chief Executive Officer of Provident10, it is our privilege to
share this snapshot of our journey thus far. 2016 was an important, transformative year for Provident10,
with many significant milestones reached. We recruited our executive leadership team, established our
new name and brand identity, and invested in our technology.
Over the last year, our focus has been on preparing for our transition to an independent pension
corporation. We have concentrated our efforts on recruiting the right people to use the right
technology and the right processes as part of our member-focused philosophy. We have set the stage
to be among the best-in-class in our industry.
We are honoured to be entrusted with the responsibility of ensuring a secure future for our
plan members and our province, since transitioning the pension administration and investment
management of the Public Service Pension Plan from the Government of Newfoundland and Labrador.
We have so much to look forward to in 2017. On April 1, 2017, we officially transitioned to Provident10
and assumed our duties of pension administration and investment management, as well as officially
moved into our new premises. As we continue our journey, we are reminded of our tagline: “rest
assured”. We put our members at the heart of everything we do. Our work is critical to their future and
we do not take their trust in us, and that responsibility, for granted.

Loyola Sullivan
Chair of the Board

Chuck Bruce
CEO

OUR BOARD OF DIRECTORS
Back Row, Left to Right: Randell Earle, David Jones, Jocelyn Perry, John Vivian, Mary Galway, Fred Murphy, Pamela Toope.
Front Row, Left to Right: Bert Blundon, Dawn Learning, Gail Hamilton, Loyola Sullivan, Douglas Laing, Ann Marie Miller, Noel Andrews

OUR JOURNEY
WHERE DID WE BEGIN?
ON SEPTEMBER 2, 2014, THE GOVERNMENT OF NEWFOUNDLAND AND LABRADOR
(GNL) AND THE FIVE LARGEST UNIONS REPRESENTING EMPLOYEES OF THE PUBLIC
SERVICE PENSION PLAN (PSPP) ANNOUNCED AN AGREEMENT TO ENSURE THE FUTURE
SUSTAINABILITY OF THE PLAN BY INTRODUCING PENSION REFORM. THE GOAL OF
PENSION REFORM WAS TO MAINTAIN THE DEFINED BENEFIT PENSION PLAN AND BE
FULLY-FUNDED IN 30 YEARS.
The main premise of the pension reform agreement was that GNL and the Unions will be jointly
responsible for the sustainability of the PSPP into the future and will share equally in surpluses and
deficits.
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The key features of the agreement include:
·
·
·
·

GNL will pay $2.685 billion over 30 years to address the unfunded liability
Employee and employer contribution rates increased
Future service benefits will be calculated using the best six-year average earnings
Indexing on future service was suspended as of 2015

Following the pension reform agreement, a Joint Sponsorship Agreement was signed between GNL
and the Unions. The purpose of this agreement was to establish the principles of the Joint Trusteeship,
including the Funding Policy and the Trustee Corporation Framework for the establishment of an
independent corporation to administer the Plan and manage the investments.

THE UNIONS PARTY TO THE AGREEMENT ARE:
THE ASSOCIATION OF ALLIED HEALTH PROFESSIONALS (AAHP)
THE CANADIAN UNION OF PUBLIC EMPLOYEES (CUPE)
THE INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS (IBEW)
THE NEWFOUNDLAND AND LABRADOR ASSOCIATION OF PUBLIC AND
PRIVATE EMPLOYEES (NAPE)
THE REGISTERED NURSES UNION NEWFOUNDLAND & LABRADOR (RNUNL)

On December 10, 2014, GNL introduced the necessary legislation into the House of Assembly to amend the
Pensions Funding Act and the Public Service Pensions Act, 1991. Changes to both acts came into effect on
January 1, 2015.
On March 31, 2015, the Public Service Pension Plan Corporation was established, the Board of Directors
was appointed, and the assets of the Public Service Pension Plan Fund (the Fund) were legally separated
from the Newfoundland and Labrador Pooled Pension Fund (NLPP Fund). As an interim measure, the
Corporation engaged GNL through a service level agreement to continue providing pension administration
and investment management services. The Service Level Agreement expired March 31, 2017.

WHO ARE WE?
AS A NEW CORPORATION, WE HAD THE OPPORTUNITY TO CHOOSE OUR OWN NAME AND
BRAND. WE RECOGNIZED THE IMPORTANCE AND VALUE OF CHOOSING A NAME TRULY
REPRESENTATIVE OF WHO WE WOULD BE FOR EACH OF OUR STAKEHOLDERS. OUR PLAN
MEMBERS DEPEND ON US TO RESPONSIBLY MANAGE THEIR PENSION AND KEEP THEIR
FUTURE SECURE. OUR PLAN SPONSORS DEMAND CONFIDENCE IN OUR MANAGEMENT OF
THEIR EMPLOYEES’ ASSETS. OUR EMPLOYEES EXPECT TO WORK FOR AN ORGANIZATION
THAT WILL BE A BEST-IN-CLASS EMPLOYER OF CHOICE WITH A MEMBER-FIRST CULTURE. WE
WANTED A NAME AND BRAND THAT WOULD EMBODY ALL OF THESE IMPORTANT ELEMENTS.
At the end of an in-depth branding exercise,
we chose the name “Provident10”. The word
“provident” means “providing carefully for the
future”, describing exactly what we do for our
plan members every day—planning for their
secure futures. The name imparts a sense of
trust, strength, and dependability—the very qualities
we will embody for our plan members.
Our name tells the world, and specifically our plan
members, “You can rest assured today, because
we’re focused on your tomorrow.”
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The design elements of our logo play an
important role in our brand identity. Our tagline,
“rest assured”, speaks directly to the member
benefit, the “i” represents the individual member,
and the “10” is not only a strong, positive number,
but also references Newfoundland and Labrador’s
place as the tenth province to join Canada.
A name like Provident10 is unique in our industry
and breaks from traditional corporation names,
so we have the flexibility to expand our scope of
business in the future.

WHAT’S IMPORTANT TO US?
OUR PILLARS ARE THE PRINCIPLES UPON WHICH PROVIDENT10 WAS FOUNDED AND
WILL GUIDE US AS WE WORK TOWARD DELIVERING BEST-IN-CLASS SERVICE AND RESULTS.

HIGH STANDARDS
We set the quality bar high for ourselves because we know that our members rely on us
for peace of mind.

TEAMWORK
Our success comes from a team approach. We always help and support each other
because we’ll get better outcomes for our members.

VISION
We are always thinking about tomorrow. Not only do we focus on success today, we
look for smarter, better ways to succeed tomorrow.

CUSTOMER-FOCUSED
We are responsive and responsible to our members and stakeholders, so they can
always trust us.

ACCOUNTABLE
Not only will we measure what we do, we will learn and act upon new understandings
to always improve our level of service.

WHERE ARE WE?
IN PREPARATION FOR OUR TRANSITION TO PROVIDENT10, WE CONCENTRATED OUR EFFORTS
ON OUR PEOPLE, OUR TECHNOLOGY, AND OUR PROCESSES AS WE WORKED TOWARD
BECOMING AN INDEPENDENT PENSION CORPORATION.
In 2016, we recruited our executive leadership team and established our organizational structure.
Hiring our executive leadership team was a critical first step in ensuring we would have our teams
in place for our successful transition on April 1, 2017.
We developed and executed a strategy to move our business productivity applications to a cloud-based
model for business solutions, pension administration, and digital registry data warehousing.
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Another critical piece of our transition readiness plan was finding our new home.
In the fall of 2016, we found the perfect space that will allow employees the privacy
necessary to focus on our plan members, but also the open space that encourages
collaboration and teamwork.

HOW WE’RE
MANAGED
PROVIDENT10 OPERATES IN A JOINT TRUSTEE GOVERNANCE
STRUCTURE. WE ARE GOVERNED BY A BOARD OF DIRECTORS,
WHICH HAS BEEN APPOINTED BY GNL AND THE MEMBER UNIONS.
THE BOARD OF DIRECTORS IS COMPRISED OF 14 PEOPLE, APPOINTED AS FOLLOWS:

»» SIX GNL APPOINTEES
»» SIX UNION APPOINTEES
»» ONE NON-UNION APPOINTEE
»» ONE INACTIVE MEMBER APPOINTEE
The Board of Directors has overall responsibility for pension administration, corporation management, actuarial
reporting, and fund investments, which includes setting the investment objectives and strategy, establishing
investment policies, and monitoring fund performance and compliance. The Board acts independently of the
Sponsor Body and Provident10 management, and makes decisions in the best interest of plan beneficiaries.
As prescribed in our Joint Sponsorship Agreement, appointment of the Provident10 Board of Directors Chair and Vice
Chair alternates every two years. These appointments are confirmed based on selection among the GNL-appointed
Board members and the union-appointed Board members. The CEO and executive leadership team are responsible
for all operational matters related to Provident10 and the Fund, implementing strategic plans and policies, and the
general supervision of Provident10’s affairs.
Oversight of the Joint Sponsorship Agreement is provided by the Sponsor Body, comprised of four to six GNL
representatives, four to six union representatives, one non-union employee representative and one retiree
representative appointed by the Newfoundland and Labrador Public Sector Pensioners Association. The Sponsor
Body directs Provident10 regarding the level of risk appropriate for the Fund’s asset mix and makes decisions
regarding plan benefits.

7

THE PARTIES
GNL AND MEMBER UNIONS

GOVERNANCE

SPONSORSHIP

PROVIDENT10
BOARD OF DIRECTORS

SPONSOR BODY

• 14 representatives

• 10–14 representatives

Directors are responsible for:

The Sponsor Body is responsible for:

• Setting investment objectives
and strategy

• Directing the Board regarding the
level of risk appropriate for the Fund

• Establishing investment policies

• Making decisions regarding plan
benefits

• Monitoring fund performance
and compliance
• Acting independently of the
Plan sponsors and Provident10
management
• Making decisions in the best
interest of plan beneficiaries

MANAGEMENT
CEO, LEADERSHIP TEAM, AND
INDIVIDUAL CONTRIBUTORS
Management is responsible for:
• Implementing Provident10’s
strategic plans and policies
• Managing Provident10’s
general affairs

ABOUT PSPP
WHAT OUR MEMBERSHIP LOOKS LIKE
THE PSPP IS THE LARGEST PENSION PLAN IN NEWFOUNDLAND AND LABRADOR WITH MORE
THAN 55,000 MEMBERS WHO RELY ON THE PLAN FOR THE SECURITY OF THEIR PENSION
BENEFITS.

Membership in the PSPP
Active members

27,962

Pensioners

19,798

Deferred members

7,803

Total membership

55,563

Over time, the number of pensioners will continue
to grow. Within 10 years, we expect the number of
pensioners to surpass the number of active members,
and within 20 years, we expect the number of pensioners
to nearly double from current levels.

FUNDED STATUS
AS OF DECEMBER 31, 2016, THE PENSION PLAN’S LIABILITIES WERE DETERMINED TO BE $9.428
BILLION. THE FUND’S ASSETS TOTALLED $8.811 BILLION OR 93.5% OF LIABILITIES.

Plan funded ratio
Total assets
Total liabilities
Shortfall
Funded ratio
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$8.811 billion
$9.428 billion
$617 million
93.5%

As a part of the pension reform process, GNL issued a
promissory note for $2.685 billion, which would amortize
a significant portion of the Plan’s deficit over 30 years. A
balance of $2.576 billion remains at December 31, 2016,
which is included in the value of the Fund’s assets and
calculation of the Plan’s funded ratio.

GOING FORWARD, MANY FACTORS WILL INFLUENCE HOW THE FINANCIAL HEALTH OF THE PLAN
UNFOLDS. TWO SIGNIFICANT FACTORS ARE:
1. Investment Returns: The discount rate plays a key role in measurement of a pension plan’s liabilities. The
going-concern discount rate reflects what the Plan’s assets can reasonably be expected to return over the long
term. Based on the PSPP’s asset mix policy, the current estimate of the long-term rate of return is 6.0% per year.
This rate is used as the discount rate when measuring the Plan’s liabilities and is a very important assumption
when assessing whether the pension plan has enough assets to meet its future pension obligations.
2. Contributions: Ongoing member contributions, which are matched by the employer, are invested to meet
future pension obligations. Following the pension reform agreement, contribution rates were increased with the
goal of improving the Plan’s funded position.
More details on the determination of the Plan’s financial position are included in the financial statements.

ABOUT THE FUND
OUR NEW INVESTMENT STRATEGY
IMPLEMENTATION OF THE JOINT SPONSORSHIP AGREEMENT REQUIRED THE ASSETS OF THE
PSPP FUND TO BE SEPARATED FROM THE NLPP FUND ON MARCH 31, 2015. AS PART OF THE
CARVE-OUT, THE PSPP FUND INHERITED THE LEGACY ASSET MIX OF THE NLPP FUND
AT INCEPTION.
Once appointed, the Board of Directors worked diligently to determine the appropriate asset mix for the
Fund. An Asset-Liability Modelling (ALM) study was undertaken to identify the optimal asset mix. This study
took into consideration the Plan’s liabilities, the risk tolerance as determined by the Sponsor Body, and the
long-term return requirements. The Board approved the broad asset mix in June 2015, and then refined
this asset mix in November 2015 to include various sub-asset classes that would improve the diversification
and risk reduction of the overall portfolio.

11

ASSET MIX DE-RISKING TIMELINE
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The Provident10 investment team oversees the investment strategy as set out in our Statement
of Investment Policies and Procedures. The goal of the investment strategy is to produce a welldiversified portfolio of both public and private market investments which will ultimately support benefit
security. Throughout 2016, the investment team worked on implementation of the revised longterm asset mix and plans to continue down the path of ongoing asset mix refinement. As the Board
undertakes a multi-year journey to achieve long-term financial sustainability for the Plan, the investment
team will continue to work on implementing an investment portfolio designed to provide steady returns
at low volatility levels. As of December 2016, we were working with 16 external investment managers
for implementation of 19 discrete mandates.

CURRENT ASSET MIX
The following chart reflects the asset mix of the PSPP Fund as of December 31, 2016.
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Direct Infrastructure 1.0%

Target Asset Mix
15.0%

3.7%

Income
Seeking
40.0%

11.2%
ReturnSeeking
60.0%

INVESTMENT PERFORMANCE
The Plan delivered solid investment performance in 2016, with a return of 6.9% gross of investment
management fees, which was in line with the Plan’s policy benchmark return. Over the past five years,
the Plan has earned an annualized rate of return of 11.5% gross of investment management fees. In
comparison, the policy benchmark returned a 9.9% annualized rate of return over the same period.

Total PSPP Return vs Policy Benchmark as of December 31, 2016
11.5
5 Years

9.9
1.7
11.7

4 Years

9.9
1.8
8.4

3 Years

7.6
0.7
6.6

2 Years

5.8
0.8
6.9
6.9

1 Year

-2.0

0.0

2.0
Total Plan

4.0

6.0
Policy Benchmark

Note: All returns are presented gross of fees and in Canadian Dollars.
Returns prior to April 1, 2015 reflect the returns of the NLPP Fund.
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8.0
Added Value

10.0

12.0

14.0

Assets of the Plan have grown in a meaningful way over the past few years due to strong investment
returns, increased contributions and GNL promissory note payments based on the pension reform
agreement. The net assets available for benefits totalled $8.8 billion at December 31, 2016, which
includes the current value of the promissory note from GNL.

2015

2016

5.3

8.8

2013

8.4
2012

4.8

3.9

Net assets available for benefits (in billions)

GROWTH IN NET ASSETS ($ BILLIONS, AT END OF EACH YEAR)

2014

OUR TEAM
EACH EMPLOYEE AT PROVIDENT10 IS DEDICATED TO ENSURING A HIGH STANDARD OF
QUALITY SERVICE AND A SECURE FUTURE FOR OUR PLAN MEMBERS. WE ARE A MEMBERSFIRST CULTURE, ALL WORKING TOGETHER TO PROVIDE THE BEST SERVICE POSSIBLE AS
WE PROGRESS TOWARDS BECOMING A BEST-IN-CLASS PENSION ADMINISTRATION AND
INVESTMENT MANAGEMENT ORGANIZATION.
We are pleased to introduce our executive leadership team:

CHIEF EXECUTIVE OFFICER
Charles (Chuck) Bruce

CHIEF INVESTMENT OFFICER
Natasha Trainor

VICE PRESIDENT, FINANCE
Judith Bullen

VICE PRESIDENT, SYSTEMS AND QUALITY
Mark Stanford

VICE PRESIDENT, HUMAN RESOURCES AND ADMINISTRATION
Peter Head

VICE PRESIDENT, PENSIONS
Recruitment in progress
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Each of our executive team members is supported
by a team which includes leaders and individual
contributors. To achieve our goal of becoming a
best-in-class pension corporation, we recognized
the importance of recruiting the right employees
for our team.

Our recruitment strategy was designed to
attract and retain employees with unparalleled
experience and expertise in their fields. With much
of our team in place, we are ready to provide plan
members with the high-quality service they will
come to expect from Provident10.

For inquiries, please:
Call: 709-701-3355
Email: info@provident10.com
Mail: 15 International Place, Suite 200, St. John’s, NL A1A 0L4

FINANCIAL STATEMENTS OF

PUBLIC SERVICE
PENSION PLAN
CORPORATION
FOR THE YEAR ENDED 31 DECEMBER 2016
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KPMG LLP
Toronto Dominion Place
140 Water St, Suite 1001
St. John's NL A1C 6H6

Telephone (709) 733-5000
Fax (709) 733-5050
www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Public Service Pension Plan Corporation
We have audited the accompanying financial statements of Public Service Pension Plan Corporation, which
comprise the statement of financial position as at December 31, 2016 and the statement of operations for
the year then ended, and notes, comprising 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 not-for-profit organizations, and for such internal
control as the 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 our 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, we 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 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 Public
Service Pension Plan Corporation as at December 31, 2016, and its results of operations for the year then
ended in accordance with Canadian accounting standards for not-for-profit organizations.

Chartered Professional Accountants
May 23, 2017
St. John’s, Canada

KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. Printed in Canada.
KPMG Canada provides services to KPMG LLP

PUBLIC SERVICE PENSION PLAN CORPORATION
STATEMENT OF FINANCIAL POSITION
31 DECEMBER

2016

2015

(000s)

(000s)

Assets
Current assets
Cash

$

Receivable from Public Service Pension Plan (note 2)

1,130 $
1,167

Prepaid expenses

1,231

213

Current portion of promissory note receivable (note 7)
Capital assets (note 3)

-

37,596

35,469

40,106

36,700

505

-

Promissory note receivable (note 7)

2,538,783

2,576,377

Total Assets

2,579,394

2,613,077

Liabilities and Net Assets
Current liabilities
Accounts payable and accrued liabilities

1,683

345

HST payable

424

260

Payable to Province of Newfoundland and Labrador (note 7)

908

626

37,596

35,469

40,611

36,700

2,538,783

2,576,377

2,579,394

2,613,077

Current portion of promissory note payable (note 7)
Promissory note payable (note 7)
Economic dependence (note 8)
Total Liabilities
Net Assets

$

-

$

-

Subsequent events (note 10). See accompanying notes to financial statements.

On behalf of the Board:
Director ________________________________
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Director _______________________________

PUBLIC SERVICE PENSION PLAN CORPORATION
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED 31 DECEMBER 2016
WITH COMPARATIVE FIGURES FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2015

2016

For the
nine month
period ended
31 December 2015

(000s)

(000s)

Revenue
Management fees

$

Interest

4,385 $

2,006

152,532

115,671

156,917

117,677

Salaries and benefits

2,672

1,348

Professional services

453

359

Directors and committees

137

-

Postage and service charges

102

109

152,532

115,671

Expenses

Interest
Amortization

4

Other operating expenses
Total expenses
Excess of revenue over expenses
See accompanying notes to financial statements.

$

-

1,017

190

156,917

117,677

-

$

-

PUBLIC SERVICE PENSION PLAN CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016
WITH COMPARATIVE FIGURES FOR THE NINE MONTH PERIOD ENDED 31 DECEMBER 2015

2016

For the
nine month
period ended 31
December 2015

(000s)

(000s)

Cash provided by (used in):
Operating activities
Net earnings

$

-

$		

-

Items not involving cash:
Amortization of capital assets

		

4

		

-

		

4

		

-

		
		

(1,032)

Change in non-cash operating working capital:
Decrease (increase) in receivable from Public Service
Pension Plan

64

Increase in prepaid expenses

		

Increase in accounts payable and accrued liabilities

		

Increase in HST payable

		

Increase in payable to Province of Newfoundland
and Labrador

(213) 		

-

1,338

		

146

164

		

260

		
		

282

		
		

626

		

1,639

-

Investing activities:
Purchase of capital assets

		

(509)

-

Proceeds on promissory note receivable

		

35,467

		

73,154

		

34,958

		

73,154

Financing activities:
Repayment of promissory note payable

Increase in cash

		

(35,467) 		

(73,154)

		

(35,467) 		

(73,154)

		

Cash, beginning of year
Cash, end of year
See accompanying notes to financial statements.
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$

1,130

-

-

-

1,130

$

-

PUBLIC SERVICE PENSION PLAN CORPORATION
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

The Public Service Pension Plan Corporation
(the “Corporation”) is a not-for-profit organization
incorporated on 31 March 2015 under the authority
of Section 36.1 of the Public Service Pensions Act
1991 (the “Act”).
The purpose of the Corporation is to act as
Trustee of the Public Service Pension Plan (the
“Plan”) and to serve as administrator of the Plan.
The Corporation is bound, with the Board of
Directors, to act in accordance with the Joint
Sponsorship Agreement between Her Majesty
in Right of Newfoundland and Labrador and
The Association of Allied Health Professionals,
The Canadian Union of Public Employees, The
International Brotherhood of Electrical Workers,
The Newfoundland and Labrador Association of
Public and Private Employees, Registered Nurses
Union Newfoundland and Labrador (collectively
“The Unions”). A service level agreement (the
“Service Level Agreement”) was signed between
the Corporation and the Province of Newfoundland
and Labrador (the “Province”) to allow the Province
to continue to administer the Plan for an interim
period of 12 months. The agreement was renewed
by default on 31 March 2016 for one further
12-month period ended 31 March 2017 (note 10).
The Corporation operates under a cost recovery
basis, as provided for in the Service Level
Agreement. The Corporation is exempt from
income taxes, provided certain requirements of
the Income Tax Act are met.

1. SIGNIFICANT ACCOUNTING
POLICIES
The financial statements have been prepared
by management in accordance with Canadian
accounting standards for not-for-profit
organizations in Part III of the Chartered
Professional Accountants (CPA) Canada Handbook.
A) REVENUE RECOGNITION
Fee revenue is recognized as services are
provided and collection is probable.
B) FINANCIAL INSTRUMENTS
Financial instruments are recorded at fair
value on initial recognition. All financial
instruments are subsequently recorded at
cost or amortized cost, unless management
has elected to carry the instruments at fair
value. The Corporation has not elected to carry
any such financial instruments at fair value.
Transaction costs incurred on the acquisition of
financial instruments measured subsequently
at fair value are expensed as incurred. All
other financial instruments are adjusted by
transactions costs incurred on acquisition and
financing costs, which are amortized using the
straight line method.
Financial assets are assessed for impairment on
an annual basis at the end of the fiscal year if
there are indicators of impairment. If there is an
indicator of impairment, the Corporation

1. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
determines if there is a significant adverse
change in the expected amount or timing of
future cash flows from the financial asset. If
there is a significant adverse change in the
expected cash flows, the carrying value of the
financial asset is reduced to the highest of the
present value of the expected cash flows, the
amount that could be realized from selling the
financial asset or the amount the Corporation
expects to realize by exercising its right to any
collateral. If events and circumstances reverse
in a future period, an impairment loss will be
reversed to the extent of the improvement, not
exceeding the initial carrying value.
C) USE OF ESTIMATES
The preparation of the financial statements
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 revenue and
expenses during the year. Significant items
subject to such estimates and assumptions
include accounts payable and accrued
liabilities and HST payable. Actual results
could differ from these estimates.

2. RECEIVABLE FROM PUBLIC
SERVICE PENSION PLAN
Receivable from the Plan represents total charges
to the Plan plus HST less operating funding
received as follows:
The receivable is non-interest bearing and due
when the invoice is rendered.

Total charges to the Plan
Less operating funds received

2016

2015

$ 5,043

$ 2,267

(3,876)

(1,036)

$ 1,167

$ 1,231

3. CAPITAL ASSETS
Capital assets are recorded at cost, which includes
amounts that are directly related to the acquisition
design, construction, development, improvement,
or betterment of the assets directly attributable to
construction and development.
Assets under construction, which include
construction of leasehold improvements, are not
amortized until after substantial completion and
the asset is put into service. The cost, less residual
value, of capital assets is amortized on a straightline basis over their estimated useful lives as
follows:
Assets under construction – Not amortized
Leasehold improvements and fixtures –
Over the term of lease
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3. CAPITAL ASSETS (CONTINUED)
Furniture and equipment – 5 years
Computer hardware – 3 years
Computer software – 3 years

has been applied prospectively. As at 31 December
2016, $280 thousand (2015 – $20 thousand) of
estimated future severance payment is included in
payable to the Province and salaries and benefits
expense.

Telephone system – 3 years
Other than computer software acquired during
the year, capital assets were not in service at 31
December 2016. Capital assets are written down
when conditions indicate that they no longer
contribute to the Corporation’s ability to provide
goods and services, or when the value of future
economic benefits associated with the capital
assets are less than their net book value.

4. PAYABLE TO PROVINCE
OF NEWFOUNDLAND AND
LABRADOR
Amounts due to the Province are non-interest
bearing and payable on receipt of invoice.

5. CHANGE IN ESTIMATE
During 2016, the Corporation revised its estimate
of severance liability. The 31 December 2016
estimate reflects the Corporation’s proportionate
share of accumulated future severance payments
associated with employees under the Service Level
Agreement. In determining the 2015 estimate, the
underlying assumption was that the Corporation
would be responsible for its proportionate share
of severance payments from 1 April 2015 and not
accumulated severance balances. The change to
include the adoption of accumulated severance

6. PENSION PLAN
Effective 1 July 2016, qualifying employees of
the Corporation participate in the Plan, a multiemployer defined benefit plan, which provides
pension benefits based on length of service and
earnings. Contributions to the Plan are required
by both the employees and the employer. The
Corporation’s contributions range from 8.95% to
11.85% of pensionable earnings. Total employer
contributions for 2016 were $15 thousand and are
recognized in salaries and benefits expense in
the financial statements. The Corporation is not
responsible for any underfunded liability, nor does
the Corporation have access to any surplus that
may arise in the Plan.

7. RELATED PARTY
TRANSACTIONS
The Province is related to the Corporation as a
result of its ability to appoint 6 of 14 members of
the Corporation’s Board of Directors.
The Province issued a $2.685 billion promissory
note to the Corporation on 31 March 2015. The
Public Service Pension Plan has a right to receive
the proceeds of the promissory note from the
Province held by the corporate trustee. The note
was issued as part of the pension reform in March
2015 and is receivable over 30 years in equal

7. RELATED PARTY
TRANSACTIONS (CONTINUED)
quarterly installments of $47 million (principal and
interest). The payments will be made, regardless of
the funded status of the Plan. As at 31 December
2016, the balance receivable is $2.576 billion
(2015 – $2.612 billion). Principal repayments of the
promissory note by the Province to the Corporation
and by the Corporation to the Plan over the next
five years (in thousands) are as follows:
2017
2018
2019
2020
2021

$37,596
$39,852
$42,242
$44,777
$47,464

The Corporation entered into the Service Level
Agreement with the Province for management
services to be provided on a cost recovery basis
during the interim period. The cost of the services
in 2016 was $2.3 million (2015 – $2.0 million),
and is based on an allocation of salaries and
administrative costs.
The Corporation is related to the Plan as the Board
of Directors oversees the Plan and the Corporation.
Management fees earned of $4.4 million (2015
– $2.0 million) are from the Plan based on a cost
recovery basis. The Service Level Agreement
was renewed by default on 31 March 2016 for
one further 12 months period ended 31 March
2017 (note 10).
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8. ECONOMIC DEPENDENCE
AND CONCENTRATION OF
CREDIT RISK
The Corporation is economically dependent on
the Plan by virtue of the cost recovery basis under
which it operates.
Credit risk refers to the risk that a counterparty
may default on its contractual obligations resulting
in a financial loss. The Corporation is exposed to
a concentration of credit risk with respect to the
receivable from the Plan. The Corporation has
assessed the amount as fully collectible.
The Corporation is not exposed to any other
significant financial risks.

9. COMPARATIVE INFORMATION
The financial statements have been reclassified,
where applicable, to conform to the presentation
used in the current year. The changes do not affect
prior year earnings.

10. SUBSEQUENT EVENTS
A tentative collective agreement (the “Agreement”)
between The Newfoundland and Labrador
Association of Public and Private Employees and
the Corporation was reached in 2017. Under the
Agreement, employees identified on Schedule A
of the Joint Sponsorship Agreement accepting
employment with the Corporation will carry over
accumulated sick leave balances. The estimated
gross value of the sick leave balances is $365
thousand. Sick leave balances are non-vesting
and further accumulations are prohibited. These
employees will also be eligible to participate in
the Province’s other post-employment benefits
plan which provides group life insurance and
health care benefits on a cost shared basis to
retired employees, should they continue to meet
the Province’s qualification requirements. The
associated employer portion of the costs for other
post-employment benefits will be borne by the
Corporation.
The Service Level Agreement with the Province
expired 31 March 2017. A service level agreement
for limited services, including disbursement of
pension payments and refund of contributions,
is currently being negotiated with the Province.

FINANCIAL STATEMENTS OF
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INDEPENDENT AUDITORS’ REPORT
To the Board of Trustees of Public Service Pension Plan
We have audited the accompanying financial statements of Public Service Pension Plan, which comprise
the statement of financial position as at December 31, 2016 and the statements of changes in net assets
available for benefits and changes in accrued benefit obligation for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.
Board of Trustee’s Responsibility for the Financial Statements
Board of Trustee’s 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 the
Board of Trustees 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 our 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, we 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 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 Public
Service Pension Plan as at December 31, 2016, and its changes in net assets available for benefits and
changes in pension obligations for the year then ended in accordance with Canadian accounting standards
for pension plans.

Chartered Professional Accountants
May 23, 2017
St. John’s, Canada

KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved. Printed in Canada.
KPMG Canada provides services to KPMG LLP

PUBLIC SERVICE PENSION PLAN
STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2016
WITH COMPARATIVE INFORMATION FOR 31 DECEMBER 2015
31 December
2016

31 December
2015

(000s)

(000s)

Assets
Cash

$		

Accrued investment income

63,897

$

267,349

10,368

11,742

100,000

140,000

Employee

7,801

8,099

Employer

7,801

8,099

HST receivable

3,205

856

Investments (note 4)

6,059,264

5,397,946

Promissory note receivable (note 15)

2,576,378

2,611,846

Total assets

8,828,714

		8,445,937

Accounts payable and accrued liabilities

4,501

2,609

Payable to Public Service Pension Plan Corporation

1,087

1,003

Refunds payable

8,925

2,561

Due to Province of Newfoundland and Labrador

3,523

2,035

18,036

8,208

Net assets available for benefits

8,810,678

8,437,729

Accrued benefit obligation (note 9)

9,428,014

9,251,810

Outstanding transaction allowance (note 10)
Contributions receivable:

Liabilities

Commitments (note 16)
Subsequent events (note 17)
Deficit

$

(617,336) $

(814,081)

See accompanying notes to financial statements.

On behalf of the Board:
Director ________________________________
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Director _______________________________

PUBLIC SERVICE PENSION PLAN
STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
FOR THE YEAR ENDED 31 DECEMBER 2016
WITH COMPARATIVE INFORMATION FOR THE NINE MONTHS ENDED 31 DECEMBER 2015

Year ended
31 December
2016

Nine months
ended
31 December
2015

(000s)

(000s)

Increase in net assets:
Investment income (note 5a)

$

171,343

$

123,000

Loss on sale of investments (note 5b)

(88,871)

(70,078)

Current period change in market value of investments (note 5a)

304,496

(107,120)

Interest on promissory note (note 15)

152,532

115,671

539,500

61,473

Employee

187,191

139,091

Employer

164,561

125,759

Contributions (note 12):

Current period change in outstanding transaction receivable (note 10)

(40,000)

Promissory note receivable (note 15)

-

-

2,685,000

311,752

2,949,850

851,252

3,011,323

Decrease in net assets:
Pension payments (note 13)

(376,380)

(267,458)

Refund of contributions (note 13)

(81,417)

(52,887)

Administrative expenses (note 8)

(20,506)

(14,380)

(478,303)

(334,725)

Increase in net assets available for benefits
Additional contribution
Net assets available for benefits, beginning of period
Net assets available for benefits, end of period

See accompanying notes to financial statements.

$

372,949

2,676,598

-

11,174

8,437,729

5,749,957

8,810,678

$

8,437,729

PUBLIC SERVICE PENSION PLAN
STATEMENT OF CHANGES IN ACCRUED BENEFIT OBLIGATION
FOR THE YEAR ENDED 31 DECEMBER 2016
WITH COMPARATIVE INFORMATION FOR THE NINE MONTHS ENDED 31 DECEMBER 2015

Actuarial present value of accrued benefit obligation,
beginning of period

Year ended 31
December 2016

Nine months
ended
31 December
2015

(000s)

(000s)

$

Change in actuarial assumptions

9,251,810

$

8,923,835

(145,996)

(58,033)

Change in outstanding transaction allowance (note 10)

(50,000)

-

Interest accrued on benefits

540,461

Experience gain

392,192

-

90,750

Benefits accrued

289,536

223,411

Benefits paid

(457,797)

(320,345)

Actuarial present value of accrued benefit obligation,
end of period
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$

9,428,014

$

9,251,810

PUBLIC SERVICE PENSION PLAN
NOTES TO FINANCIAL STATEMENTS
31 DECEMBER 2016

The Public Service Pension Plan (the “Plan”) was
established on 1 April 1967 by the Public Service
Pensions Act. Amendments to the legislation
have been made over the years, including the
introduction of the replacement Act in 1991, the
Public Service Pensions Act, 1991 (the “Act”). The
Public Service Pension Plan Fund (the “Fund”)
was created 31 March 2015 under the authority
of the Act when the assets of the Plan were
separated from the Newfoundland and Labrador
Pooled Pension Fund (the “NLPPF”) as provided by
Section 5.1 of the Pensions Funding Act. Section
9 of the Pensions Funding Act, which references
a deficiency guarantee of pension plans, does
not apply to the Plan. As provided by the Act,
the Public Service Pension Plan Corporation (the
“Corporation”) has been established as the Trustee
of the Plan, to administer the Plan and manage the
investments of the Plan. A service level agreement
was signed between the Trustee and the Province
of Newfoundland and Labrador (the “Province”) to
allow the Province to continue to administer the Plan
for an interim period of 12 months from 1 April 2015,
which was extended for an additional 12-month
period from 1 April 2016 up to 31 March 2017.

1. DESCRIPTION OF THE PLAN
A) GENERAL
The Plan is a contributory defined benefit
pension plan covering full-time employees of
the Province of Newfoundland and Labrador,
the Legislature and various Crown corporations,

agencies, and commissions created by or under
a statute of the Province.
The Plan is comprised of two components, a
Registered Plan (registration number 0525360),
which provides registered pension benefits
allowable under the Income Tax Act (Canada)
(“Income Tax Act”), and a Supplementary Plan, which
provides benefits in excess of the Income Tax Act
maximum benefit limits. These financial statements
include only amounts that pertain to the Registered
Plan. Amounts that pertain to the Supplementary
Plan are included within the accounts of the
Consolidated Revenue Fund of the Province.
The Plan is not subject to income tax, but
is subject to indirect taxes including the
Harmonized Sales Tax. The Plan is in the
process of reviewing its registration status and
corresponding refund status.
B) CONTRIBUTIONS
As of 1 January 2015, employee contributions
are equal to 10.75% of the Canada Pension
Plan (the “CPP”) basic exemption, plus 8.95% of
the employee’s salary between the CPP basic
exemption and the Year’s Maximum Pensionable
Earnings (the “YMPE”) under the CPP, plus 11.85%
of the employee’s salary in excess of the YMPE,
up to a maximum allowed under the Income Tax
Act. Amounts in excess of the maximum allowed
are paid to the Supplementary Plan. Employers
make matching contributions for current service.

1. DESCRIPTION OF THE PLAN
(CONTINUED)
C) ACCRUED SERVICE PENSIONS
A service pension is available from the
Registered Plan based on the number of
years of pensionable service times 2% of the
member’s highest average salary. When a
retired member reaches age 65, this pension
is reduced by 0.6% of the member’s highest
average salary up to the three-year average
YMPE times years of pensionable service after
1 April 1967. The calculated amount shall not
exceed the maximum allowable benefit as
determined under the Income Tax Act.
As a result of pension reform, the highest
average salary in respect of service for years
earned up to 31 December 2014 is the higher of
the best six years average salary and the frozen
best five years average salary at 31 December
2014. For service earned after 31 December
2014, the highest average salary is the best six
years average salary.
Where the calculated amount does exceed
the maximum allowable benefit as determined
under the Income Tax Act, a vested member
who is no longer an employee can receive a
pension from the Supplementary Plan. The total
pension received from both the Registered Plan
and the Supplementary Plan equals the amount
calculated based on the number of years of
pensionable service times 2% of the member’s
highest average salary.
D) RETIREMENT DATES
Employees who will meet the early retirement
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provisions that existed prior to 1 January 2015
by 31 December 2019, or who have at least
30 years of service by 31 December 2019, will
be grandparented under the early retirement
rules that existed prior to 1 January 2015. In this
case, employees can retire with an unreduced
pension at age 55 if they have at least 30 years
of service, or at age 60 if they have at least five
years of service.
Following 31 December 2019, employees will be
eligible to retire with an unreduced pension at
age 58 if they have at least 30 years of service,
age 60 if they have at least 10 years of service,
or at age 65 if they have at least 5 years of
service.
Vested employees can also retire with a
reduced pension in certain circumstances.
During the period to 31 December 2019,
employees who are age 50 with at least 30
years of service or who are age 55 and whose
age plus service total at least 85 may retire with
a reduction of 0.5% for each month prior to age
55 or 60, respectively. After 31 December 2019,
employees who are age 53 with at least 30
years of service or who are age 58 and whose
age plus service total at least 88 may retire with
a reduction of 0.5% for each month prior to age
58 or 60, respectively. In any case, a vested
employee who has reached age 55 may retire
with an actuarially reduced pension.
E) DISABILITY PENSIONS
A disability pension equal to the accrued
service pension is available on permanent
incapacity at any age with a minimum of five
years pensionable service.

1. DESCRIPTION OF THE PLAN
(CONTINUED)
F) SURVIVOR PENSIONS
A survivor pension of 60% of the member’s
accrued service pension is paid to the surviving
principal beneficiary (and on the surviving
principal beneficiary’s death, to dependent
children) following the death of a pensioner, a
deferred pensioner or an employee with at least
five years pensionable service.
G) PRE-RETIREMENT DEATH BENEFITS
Where an employee with at least five years
pensionable service dies before receiving
a pension and a survivor benefit is payable,
the surviving principal beneficiary may elect
to receive either the survivor benefit, or the
greater of the commuted value of the survivor
benefit and the commuted value of the
employee’s pension entitlement.
Where an employee with at least five years
pensionable service dies before receiving a
pension and there is no surviving principal
beneficiary, the commuted value of the
employee’s pension entitlement is paid to the
employee’s estate.
H) TERMINATION BENEFITS
On termination of employment, an employee
may elect to receive a refund of the employee’s
own contributions with interest if they have less
than five years of pensionable service. If an
employee has at least five years pensionable
service, the employee may elect to receive
either a deferred pension or commuted
value transfer.

I) INDEXING
For persons in receipt of a pension or a survivor
benefit as at 31 December 2014, effective 1
October 2002, and each 1 October thereafter,
the amount of a pension or survivor benefit paid
to an individual who has reached the age of 65
will be adjusted by 60% of the Consumer Price
Index for Canada for the previous calendar year
as published by Statistics Canada, to a maximum
of 1.2% of the annual pension or survivor benefit.
For all others, service that was earned up to
31 December 2014 will continue to be indexed
in the same manner, but no guaranteed postretirement indexing will be provided in respect
of service credited in the Plan after 31 December
2014.

2. BASIS OF PREPARATION
A) BASIS OF PRESENTATION
The financial statements are prepared in
accordance with Canadian accounting
standards for pension plans in Part IV of the
Chartered Professional Accountants (CPA)
Canada Handbook.
In selecting or changing accounting policies
that do not relate to its investment portfolio
or pension obligations, Canadian accounting
standards for pension plans require the Plan
to comply on a consistent basis with either
International Financial Reporting Standards
(“IFRS”) in Part I of the CPA Canada Handbook,
or Accounting Standards for Private Enterprises
(“ASPE”) in Part II of the Handbook. The Plan
has chosen to comply on a consistent basis
with IFRS.

2. BASIS OF PREPARATION
(CONTINUED)
B) FUNCTIONAL AND
PRESENTATION CURRENCY
The financial statements are presented in
thousands of Canadian dollars unless otherwise
noted. Canadian dollars is the Plan’s functional
currency.
C) USE OF ESTIMATES AND JUDGMENTS
The preparation of the financial statements
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 revenue and expenses during the
year. Significant items subject to such estimates
and assumptions include the valuation and
classification of investments, as well as
assumptions used in the calculation of pension
obligations. Actual results could differ from
these estimates and the impact of any such
differences will be recorded in future periods.

3. SIGNIFICANT ACCOUNTING
POLICIES
A) FINANCIAL ASSETS
AND FINANCIAL LIABILITIES
i) NON-DERIVATIVE FINANCIAL ASSETS
Financial assets are recognized initially
on the trade date, which is the date
that the Plan becomes a party to the
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contractual provisions of the instrument.
Upon initial recognition, attributable
transaction costs are recognized in
the statement of changes in net assets
available for benefits as incurred.
Subsequently, the Plan measures all
of its investments at fair value through
the statement of changes in net assets
available for benefits.
All other non-derivative financial assets,
including contributions and accounts
receivable, are measured at amortized cost.
The Plan derecognizes a financial
asset when the contractual rights to
the cash flows from the asset expire,
or it transfers the rights to receive the
contractual cash flows in a transaction
in which substantially all the risks and
rewards of ownership of the financial
asset are transferred or in which the
Plan neither transfers nor retains
substantially all the risks and rewards of
ownership and does not retain control
of the financial asset.
On derecognition of a financial asset,
the difference between the carrying
amount of the asset and consideration
received is recognized in the statement
of changes in net assets available for
benefits as a net realized gain on sale
of investments.

3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
ii) NON-DERIVATIVE
FINANCIAL LIABILITIES
All financial liabilities are recognized
initially on the trade date at which the
Plan becomes a party to the contractual
provisions of the instrument.
The Plan derecognizes a financial
liability when its contractual obligations
are discharged, cancelled or expired.
The Plan considers all liabilities, except
for derivative contracts payable, to be
non-derivative financial liabilities.
iii) DERIVATIVE FINANCIAL
INSTRUMENTS
Derivative financial instruments
are recognized initially at fair value
and attributable transaction costs
are recognized in the statement of
changes in net assets available for
benefits as incurred. Subsequent
to initial recognition, derivatives are
measured at fair value, and all changes
are recognized immediately in the
statement of changes in net assets
available for benefits.
Financial assets and liabilities are offset
and the net amount presented in the
statement of net assets available for
benefits when, and only when, the Plan

has a legal right to offset the amounts and
it intends either to settle on a net basis or
to realize the asset and settle the liability
simultaneously.
B) FAIR VALUE MEASUREMENT
As allowed under IFRS 13, if an asset or a liability
measured at fair value has a bid and an ask price,
the price within the bid-ask spread that is the most
representative of fair value in the circumstances
shall be used to measure fair value.
When available, the Plan measures the fair
value of an instrument using quoted prices in
an active market for that instrument. A market is
regarded as active if quoted prices are readily
and regularly available and represent actual
and regularly occurring market transactions on
an arm’s-length basis.
If a market for a financial instrument is not
active, then the Plan establishes fair value using
a valuation technique. Valuation techniques
include using recent arm’s-length transactions
between knowledgeable, willing parties (if
available); reference to the current fair value
of other instruments that are substantially the
same; and discounted cash flow analyses.
All changes in fair value, other than interest and
dividend income, and expense, are recognized
in the statement of changes in net assets
available for benefits as part of the change in
net unrealized gains.

3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
B) FAIR VALUE MEASUREMENT (CONTINUED)
Fair values of investments are determined as
follows:
Short-term notes, treasury bills and term
deposits maturing within a year are stated
at cost, which together with accrued interest
income approximates fair value given the shortterm nature of these investments.
Bonds and debentures are valued at the closing
mid-price at the valuation date.
Publicly traded equities are valued at year-end
quoted closing prices where available. Where
quoted prices are not available on the valuation
date, estimated fair values are calculated using
the last trade date.
The Plan investments in real estate are through
its jointly-owned subsidiary, Newvest Realty
Corporation (“Newvest”). All real properties
have been subject to valuations by qualified
independent property appraisers using
market-based assumptions in accordance
with recognized valuation techniques. The
valuation techniques used include the direct
capitalized net operation income method and
the discounted cash flow method unless the
property was acquired in the year and only
then would the cost be applied as the fair
value. Recent real estate transactions with
similar characteristics and location to the assets
are also considered. The direct capitalization
income method applies a capitalization rate
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of property’s stabilized net operating income
which incorporates allowances for vacancy,
management fees and structural reserves for
capital expenditures for the property.
Pooled funds are valued at the unit values
supplied by the pooled fund administrator,
which represent the Plan’s proportionate share
of underlying net assets at fair values.
Investments in derivative financial instruments,
including futures, forwards, and option
contracts, are valued at year-end quoted
market prices where available. Where quoted
prices are not available, values are determined
using pricing models, which take into account
current market and contractual prices of
the underlying instruments, as well as time
value and yield curve or volatility factors
underlying the positions. Unrealized gains
and losses on derivative financial instruments,
net of premiums paid or received on options
contracts, are included in derivative
contracts investments.
The Plan holds private investments, such as
non-traded pooled or closed funds, limited
partnership interests, private placement bonds
or equity investments. Private investment
fund valuations are initially provided by the
external fund managers, usually on a threemonth lagging basis. Such valuations are then
adjusted to reflect cash contributions and cash
distributions between the valuation date and
the reporting date, including marking to market
any publicly-traded securities held by the
underlying private investment.

3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
C) INVESTMENT INCOME
Investment income is recorded on an accrual
basis and includes interest income, dividends
and other income.
Dividend income is recognized as of the date
of record.
The net realized gain on sale of investments is
the difference between proceeds received and
the average cost of investments sold.
D) FOREIGN CURRENCY TRANSLATION
Transactions denominated in foreign currencies
are translated into Canadian dollars at the
rates of exchange prevailing on the dates of
the transactions. Monetary assets and liabilities
denominated in foreign currencies at the
reporting date are retranslated into Canadian
dollars at the exchange rate at that date.
Foreign currency differences arising on
retranslation are recognized in the statement of
changes in net assets available for benefits as a
change in the market value of the investment.
E) CONTRIBUTIONS
Contributions from employers and members
due to the Plan at the end of the year are
recorded on an accrual basis. Service
purchases that include, but are not limited to
leaves of absence, periods of reduced accrual
and transfer from other pension plans are
recorded and service is credited when the
signed contract to purchase is received.

F) BENEFITS
Benefit payments to retired members
are recorded as they are due and paid
twice monthly. Commuted value payments
and transfers to other pension plans are
recorded when paid. Accrued benefits for
members are recorded as part of the
accrued pension obligation.
G) ADMINISTRATIVE EXPENSES
Administrative expenses are incurred for
direct pension administration and external
investment management and are recorded on
an accrual basis. Direct pension administration
expenses represent expenses to provide direct
services to Plan members and employers and
include actuarial consulting, disability pension
adjudication and professional fees. External
investment management expenses represent
payments to the investment managers. The
administrative expenses include charges from
the Corporation as well as charges from the
Province under a service level agreement
between the Corporation and the Province.
Under the Service Level Agreement, charges
from the Province are allocated to the pension
plans it administers on a pro-rata basis, based
on the balance of the assets in the individual
plans as a percentage of the total value of
the combined plans. An allocation of salaries,
overhead and administrative expenses is
charged on a cost recovery basis.
H) CASH
Cash includes cash on hand and balances with
banks and investment managers.

4. INVESTMENTS AND DERIVATIVES
A) INVESTMENT PORTFOLIO

The fair value of investments relative to the cost is summarized in the following table:

31 December 2016
Assets

%

31 December 2015
Cost

(000s)

Assets

%

(000s)

(000s)

120,374 $

45,467

Cost
(000s)

Money Market

$ 120,374

Fixed Income
Canadian

2,202,705

36.3

2,231,944

1,059,775

19.6

1,086,722

Canadian

1,261,126

20.8

1,143,030

1,467,262

27.2

2,115,221

US

1,099,537

18.1

991,767

1,319,311

24.5

1,267,150

718,675

11.9

737,935

819,509

15.2

834,168

2.0 $

0.8 $

45,467

Equities

Global
Private equity
& Infrastructure

79,470

1.3

450,090

-

-

-

Pooled funds

387,975

6.4

19,203

508,956

9.4

-

Real Estate

190,881

3.2

173,251

168,012

3.1

157,734

(1,479)

-

-

9,654

0.2

-

$6,059,264

100.0

$5,867,594

$5,397,946

100.0

$5,506,462

Futures
Total

B) FAIR VALUE MEASUREMENT
Financial instruments are classified according to the following fair value hierarchy that reflects the
significance of inputs used in determining the fair values.

»» Level 1 – unadjusted quoted prices in active markets for identical assets or liabilities.
»» Level 2 – inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly or indirectly.

»» Level 3 – inputs for assets and liabilities that are not based on observable market data.
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4. INVESTMENTS AND DERIVATIVES (CONTINUED)
B) FAIR VALUE MEASUREMENT (CONTINUED)

Investments based on the valuation level within the fair value hierarchy are as follows:
Level 1
(000s)

As at 31 December 2016
Money market
Canadian

$

Level 2
(000s)

Level 3
(000s)

-

$ 120,374

-

2,202,705

-

2,202,705

Canadian

1,261,126

-

-

1,261,126

US

1,099,074

-

463

1,099,537

718,675

-

-

718,675

Private equity
& infrastructure

-

-

79,470

79,470

Futures

-

Pooled funds

-

387,975

Real estate

-

-

190,881

190,881

$3,078,875

$2,709,575

$ 270,814

$ 6,059,264

Fixed income
Canadian

$

-

Total
(000s)
$

120,374

Equities

Global

(1,479)

Level 1
(000s)

As at 31 December 2015
Money market
Canadian

$

Fixed income
Canadian

-

-

-

Level 2
(000s)
$

45,467

(1,479)
387,975

Level 3
(000s)
$

-

Total
(000s)
$

45,467

1,059,775

-

1,059,775

Equities
Canadian

1,467,262

-

-

1,467,262

US

1,319,311

-

-

1,319,311

Global

819,509

-

-

819,509

Futures

-

9,654

-

9,654

Pooled funds

-

508,956

Real estate

-

-

168,012

168,012

$3,606,082

$ 1,623,852

$ 168,012

$ 5,397,946

-

508,956

There have been no transfers between levels in any of the periods presented.

4. INVESTMENTS AND DERIVATIVES (CONTINUED)
B) FAIR VALUE MEASUREMENT (CONTINUED)

The following table reconciles the Plan’s level 3 fair value measurements from period to period:

(000s)
Fair value, 31 March 2015

$

156,044

Acquisitions

2,953

Transfer in

(1,110)

Realized gain/loss

(153)

Change in unrealized gain/loss on assets held

10,278

Fair value, 31 December 2015

$

168,012

Fair value, 31 December 2015

$

168,012

Acquisitions

97,170

Dispositions

(2,044)

Realized gain/loss

(32)

Change in unrealized gain/loss on assets held
Fair value, 31 December 2016

C) DERIVATIVES
Derivatives are financial contracts, the
value of which is derived from the value of
underlying assets or interest or exchange
rates. Derivatives provide flexibility in
implementing investment strategies. The
Plan uses such contracts to enhance
investment returns and for managing
exposure to foreign currency volatility.
Notional amounts of derivative contracts are
the contract amounts used to calculate the
cash flow to be exchanged. They represent
the contractual amounts to which a rate or
price is applied for computing the cash to
be paid or received. Notional amounts are
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7,708
$

270,814

the basis on which the returns from and
fair value of the contracts are determined.
They are not recorded as financial assets
or liabilities on the annual statement
of financial position and change in net
assets available for benefits. They are a
common measure of volume of outstanding
transactions but do not represent credit
or market risk exposure. The aggregate
notional amounts and fair value of derivative
contracts can fluctuate significantly.
Derivative contracts transacted on either
regulated exchange market or in the over
the counter market directly between two
counterparts include the following:

4. INVESTMENTS AND DERIVATIVES (CONTINUED)
C) DERIVATIVES (CONTINUED)
i) FUTURES
Futures are transacted in standard
amounts on regulated exchanges and
are subject to daily cash management.
ii) CURRENCY FORWARDS
Currency forward are contractual
obligations to exchange one currency
for another at a specified price or
settlement at a predetermined future
date. Forward contracts are used to
manage the currency exposure of

investments held in foreign currencies.
The notional amount of a currency forward
represents the contracted amount purchased
or sold for settlement at a future date. The fair
value is determined by the difference between
the market value and the notional value upon
settlement.
The following table sets out the notional values
of the Plans’ derivatives and their related
assets and liabilities at 31 December:

Notional
amount
(000s)
31 December 2016 Currency forwards $ 139,981
31 December 2015 Currency forwards

Fair value
asset
(000s)
$

381,967

D) SECURITIES LENDING
The Plan participates in a securities lending
program whereby it lends securities to
enhance portfolio returns. The securities
lending program requires collateral in cash,
high-quality debt instruments or securities.
Collateral transactions are conducted under
terms that are usual and customary in standard

1,228
-

Fair value
liability
(000s)
$

1,228
(8,010)

Securities contractually receivable

$

(8,010)

securities lending programs. In the absence
of an event of default, the same securities or
equivalent securities must be returned to the
counterparty at the end of the contract.
The fair values of the allocated securities and
collateral associated with the securities lending
program as at 31 December are as follows:

2016
(000s)
Securities lent

Fair value
net
(000s)

$

995,822
1,047,591

9 months ended
31 December
2015
(000s)
$

1,151,868
1,221,149

5. INVESTMENT INCOME (LOSS)
A) Investment income (loss) is as follows:

Dividend income

$

2016

9 months ended
31 December 2015

(000s)

(000s)

100,948

Interest income

$

89,697

67,398

31,179

2,964

2,103

Security lending income
Commission reception income

33

21

171,343

123,000

Net realized loss

(88,871)

(70,078)

Net unrealized gain (loss)

304,496

(107,120)

$

386,968

$

(54,198)

B) Investment income (loss) by asset mix, for the period ended 31 December is as follows:

Investment
Income

Current
Loss on
period
sale of
change in
investments market value
of investments

(000s)
Canadian equities

$

(000s)

51,685

$

(000s)

(88,871)

$

(2,626)

$

2016
Total

9 months
ended 31
December
2015
Total

(000s)

(000s)

(39,812)

$ (164,327)

Foreign equities

42,491

-

257,794

300,285

79,272

Bonds and debentures

28,662

-

10,256

38,918

4,255

Short term notes & deposits

41,733

-

-

41,733

2,107

6,772

-

49,866

56,638

14,841

Private Equity

-

-

339

339

-

Futures

-

-

(11,133)

9,654

Real estate

Total

45

$ 171,343

$

(88,871)

(11,133)
$

304,496

$ 386,968

$

(54,198)

6. INVESTMENT RISK
MANAGEMENT
Risk management relates to the understanding
and active management of risks associated with
all areas of the business and the associated
operating environment. The use of financial
instruments exposes the Plan to credit and
liquidity risks, interest rate volatility, and market
risks including foreign exchange and market price
fluctuations and volatility. The Plan has policies
and operating procedures that establish an asset
mix among equity, fixed income, real estate and
private equity investment, require diversification
of investments within categories, and set limits
on the size of exposure to individual investment
and counterparties. Trustee oversight, procedures
and compliance functions are incorporated into
Plan processes to achieve consistent controls and
mitigate operational risk.

A) INTEREST RATE RISK
Interest rate risk refers to the fact that the
Plan’s financial position will change with
market interest rate changes, as fixed income
securities are sensitive to changes in nominal
interest rates. Interest rate risk is inherent in
the management of a pension plan due to
prolonged timing differences between cash
flows related to the Plan’s assets and cash
flows related to the Plan’s liabilities.
The fair value of the Plan is affected by
short term changes in nominal interest rates.
Pension liabilities are exposed to the longterm expectation of rate of return on the
investments, as well as expectations of inflation
and salary escalation.
The term to maturity classifications of interest
bearing investments, based upon the contractual
maturity of these securities, are as follows:

2016 (%)

2015 (%)

7.9

7.4

Short (1–5 years)

24.7

32.0

Medium (5–10 years)

38.1

28.7

Long (10+ years)

29.3

31.9

100.0

100.0

Within 1 year

Assuming a parallel change in the long and shortterm yields, a 1% increase in interest rates would
have the effect of decreasing the fair value of the

Plan’s fixed income investments by
approximately $173.7 million or 7.70%
(2015 – $80.2 million or 6.75%).

6. INVESTMENT RISK MANAGEMENT (CONTINUED)
B) MARKET PRICE RISK
Market price risk is the risk of fluctuation in
market values of investments from influences
specific to a particular investment or from
influences on the market as a whole. All changes
in market conditions will directly result in an
increase (decrease) in net assets available for
benefits. Market price risk is managed by the
Plan through the construction of a diversified
portfolio of instruments traded on various
markets and across various industries. If equity
market indices (S&P/TSX and MSCI ACWI and
their sectors) declined by 10%, and all other
variables are held constant, the potential loss to
the Plan would be approximately $354.6 million,
or 5.85% (2015 – $412.5 million or 7.64%).

C) CREDIT RISK
Credit risk is the risk that the issuer of a debt
security or counterparty to a contract is unable to
fulfill its financial obligation and causes the other
party to incur a loss.
Fixed Income portfolio
Credit risk in the fixed income portfolio is
monitored by evaluating the Plan’s exposure
in two ways: by sector (government versus
corporate) and by credit quality.
The Plan is exposed to credit risk from the
following interest earning investments, classified
by sector as follows:

2016 (%)

2015 (%)

Federal government

18.8

19.1

Provincial government

26.1

29.8

Municipal government

2.2

1.1

45.2

47.2

7.7

2.8

100.0

100.0

2016 (%)

2015 (%)

AAA to A-

65.5

69.3

BBB to BBB-

20.4

12.0

BB+ and below

6.8

0.4

Not rated

7.3

18.3

100.0

100.0

Corporate
Other

The Plan’s concentration risk by credit rating as at 31 December is as follows:

Total
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6. INVESTMENT RISK MANAGEMENT (CONTINUED)
C) CREDIT RISK (CONTINUED)
Real estate
Real estate investment managers manage
risk through monthly monitoring of tenant
performance and arrears. Tenant exposure
is managed by limiting concentration to a
specific economic sector and geographic area.
Transactions that involve assuming a new tenant
exposure are vetted by an appropriate due
diligence and approval process.
Securities lending
The Plan lends securities for a fee to approved
borrowers. High quality collateral is provided
by borrowers to alleviate the credit risk.
Regular reporting of the securities lending
program ensure that its various components are
continuously being monitored.
D) FOREIGN CURRENCY RISK
Foreign currency exposure arises through

holdings of securities and units in pooled
funds in non-Canadian assets. Fluctuations
in the relative value of the Canadian dollar
against these foreign currencies can result in a
positive or a negative effect on the fair value of
the investments. The Plan’s exposure to foreign
currencies provides diversification benefits that
should be assessed by asset class. Foreign
currency positions arising from investments in
fixed income, real estate or infrastructure are
generally hedged, while investments in global
public and private equity generally are not
hedged. In addition, the investment managers
of the Plan are given flexibility through their
mandate to periodically hedge currency for
opportunistic or defensive purposes.
The Plan’s unhedged currency exposure from
net investment assets is summarized in the
following table:
2016 (%)

2015 (%)

Canadian Dollar

65.6

73.9

US Dollar

23.0

16.1

Euro

2.9

2.5

British Pound

2.3

2.2

Other Asia/Pacific currencies

2.1

1.9

Other European currencies

2.0

1.6

Japanese Yen

1.3

1.3

Other currencies *

0.8

0.5

100.0

100.0

Total
* Other currencies include Africa, Middle East, and Latin America

A 10% increase in the value of the Canadian dollar in relation to all other foreign currencies, with all other variables held
constant, would result in an unrealized investment loss of $209.0 million, or 3.44% (2015 – $181.3 million or 3.24%).

6. INVESTMENT RISK MANAGEMENT (CONTINUED)
E) LIQUIDITY RISK
Liquidity risk corresponds to the Plan’s ability
to meet its financial obligations as they come
due with sufficient and readily available cash
resources. Cash obligations are fulfilled from
contributions to the Plan, cash income of the
Plan, and planned dispositions of Plan assets
as required. Cash requirements of the Plan are
reviewed on an ongoing basis to provide for
the orderly availability of resources to meet
the financial obligations. In general, the Plan’s
investments in cash and cash equivalents, debt,
and public equities are expected to be highly
liquid and are invested in securities that are
actively traded. Investments in private equity
and real estate are considered highly illiquid
due to their private nature and longer term
to maturity.

the Trustee of the Plan, has been tasked with the
responsibility to review, monitor, administer and
supervise all investment activities of the Plan.
Portfolio management
The Plan utilizes external investment management
firms to invest the assets of the Plan. Each
investment manager is selected through a
disciplined process to ensure a good fit with the
investment structure and objectives of the Plan.
In addition, external custodial and investment
counseling advisory firms are engaged to support
Plan management.
Asset mix policy
The long-term asset mix policy of the Plan is as
follows:
Equities

7. CAPITAL MANAGEMENT

Canadian Equity

20%

The capital of the Plan is defined as the net assets
available for benefits. The Plan was established
as a vehicle to invest employee and employer
pension plan contributions in the capital markets
with a long-term goal to achieve investment
returns. The main objective of the Plan is to secure
promised pension obligations as they come
due, and the secondary objective is to minimize
employer long-term contributions and manage the
variability of employer contributions.

Global Equities

25%

The Plan is jointly sponsored by the Government
of Newfoundland and Labrador and the Plan
members. The Investment Committee appointed
by the Board of Directors of the PSPP Corporation,

49

Global Private Equity

5%

Fixed Income
Canadian Core

15%

Canadian Core Plus

20%

Global Credit

5%
Real Assets

Canadian Real Estate

5%

Global Infrastructure

5%

The asset mix policy was adopted after evaluating
the potential impact of alternative policies on the
ability to achieve sufficient asset growth on a riskcontrolled basis. Factors evaluated before

7. CAPITAL MANAGEMENT (CONTINUED)
adopting the asset mix policy included the Plan’s
going-concern and solvency funded ratios,
demographics, cash-flow requirements, actuarial
assumptions, prospective benefit improvements,
and liquidity requirements.
Futures contracts are specifically used for reducing
the cash exposure in the operating accounts. This
is accomplished by converting cash exposure
to capital markets exposure in accordance with
the Plan’s long-term asset mix. Futures contracts
are also used by the Plan for rebalancing of the
actual asset class positions to the asset mix policy,

within tolerance ranges. This strategy adjusts the
weighting of asset classes using synthetic long and
short positions.

8. ADMINISTRATIVE EXPENSES
Administrative expenses are costs of the
Corporation and include charges of the Department
of Finance, Pensions Division, which are allocated
to the various pension plans that the Division
administers based on the previous month’s
investment market value of each plan related to the
total combined assets of the plans. Any direct costs
related to a specific plan are charged accordingly.
Administrative costs were as follows:
9 months ended
2016 31 December 2015
(000s)

(000s)

Direct expenses:
Investment management fees

$

14,819 $

9,967

Miscellaneous foreign fees

100

1,310

Custodian fees

903

542

Investment consulting fees

198

180

Actuarial consulting fees

204

81

16,224

12,080

Allocated expenses:
Salaries and benefits

$

1,970 $

1,574

Computer charges

101

54

Rent

109

-

Insurance

282

-

Other expenses

328

138

1,492

534

Professional fees
$

20,506 $

14,380

9. ACCRUED BENEFIT
OBLIGATION
The actuarial present value of the accrued pension
obligation is an estimate of the value of Plan benefits
accrued to date for all active and inactive members,
including pensioners and survivors. As the
experience of the Plan unfolds, and as underlying
conditions change over time, the measured value of
these benefits may change materially.
The Plan uses the triennial actuarial funding
valuation as the basis for measuring the accrued
pension obligation, using various economic
and demographic assumptions and based
on membership data as at the valuation date.
Extrapolations of the Plan’s funding valuation are
conducted annually to estimate the accrued pension
obligation. The most recent funding valuation was
conducted at 31 December 2015.
The actuarial valuation calculates liabilities for each
member on the basis of service earned to date and
the employee’s projected highest average salary at
the expected date of retirement, or on the pension
in pay, for retired members and survivors.
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Salaries are assumed to increase over the longterm based on an assumed real rate increase (i.e. to
increase in excess of the assumed inflation rate).
Demographic assumptions are used to estimate
when future benefits are payable to members
and beneficiaries, including assumptions about
mortality rates, termination rates, and patterns
of early retirement. Each of these assumptions
is updated periodically, based on a review of the
experience of the Plan and on the expectations of
future trends.
The major economic and demographic
assumptions used in the 2016 extrapolation have
not changed from those used in the 2015 valuation,
other than the assumed rate of post-retirement
indexing. In this case, the assumed rate of increase
was reduced to 1.00% from 1.20% per annum to
reflect the current low inflationary environment
in Canada.

9. ACCRUED BENEFIT OBLIGATION (CONTINUED)
As of 31 December 2016

As of 31 December 2015

Inflation

2.25% per annum

2.25% per annum

Post-retirement indexing
(payable from age 65)

1.00% per annum

1.20% per annum

Salary escalation

3.75% per annum

3.75% per annum

Total rate of return on assets
(i.e. discount rate)

6.00% per annum

6.00% per annum

Year’s Maximum Pensionable
Earnings (as defined under the
Canada Pension Plan)

3.00% per annum

3.00% per annum

For members who are
grandparented or who qualify for
early unreduced retirement by
31 December 2019:

For members who are
grandparented or who qualify for
early unreduced retirement by 31
December 2019:

»» 50% at earliest age they are

»» 50% at earliest age they are

Retirement rates

entitled to unreduced pension

entitled to unreduced pension

»» The remainder at their normal

»» The remainder at their normal

retirement age (the earlier
of 65 or 55 with 35 years of
service)

retirement age (the earlier
of 65 or 55 with 35 years of
service)

For all other members:

For all other members:

»» 57.5% at the earliest age they

»» 57.5% at the earliest age they

are entitled to unreduced
pension

»» The remainder at normal

Mortality rates

are entitled to unreduced
pension

»» The remainder at normal

retirement age (the earlier of
65 or age 58 with 35 years of
service)

retirement age (the earlier of
65 or age 58 with 35 years of
service)

Members who have already
reached early unreduced retirement
age are assumed to retire at their
normal retirement age.

Members who have already
reached early unreduced retirement
age are assumed to retire at their
normal retirement age.

CPM RPM 2014 Public
(Sex Distinct)

CPM RPM 2014 Public
(Sex Distinct)

CPM Improvement Scale B

CPM Improvement Scale B

Size adjustment factors of 1.08
for males and 1.01 for females
life expectancy

Size adjustment factors of 1.08
for males and 1.01 for females
life expectancy

10. OUTSTANDING
TRANSACTION ALLOWANCE
As of 31 December 2016, there were approximately
3,500 outstanding requests unprocessed (2015 –
5,900). The impact of these unprocessed requests
has been estimated by the Plan’s actuary based on
the history of requests processed and taking into
consideration the type of the outstanding requests.
The Plan has recorded an estimated increase in the
accrued benefit obligation of $110 million (2015 –
$160 million) and a related receivable of $100 million
(2015 – $140 million) representing assets which
would be transferred to the Plan for pension buy
back and transfers in from the money purchase plan
or other reciprocal arrangements. Actual results may
differ from these estimates.

11. ACTUARIAL VALUATIONS
Triennial actuarial valuations are performed by the
actuarial consulting firm of Morneau Shepell. The
last full actuarial valuation for funding purposes
was completed effective 31 December 2015. An
extrapolation of the pension obligation as at 31
December 2016 was estimated using the results of
the 2015 valuation.

12. CONTRIBUTIONS
9 months ended
2016 31 December 2015
(000s)

(000s)

Employee:
Current service

$

Past service
Reciprocal transfers
$

164,094 $

124,781

4,243

3,566

18,854

10,744

187,191 $

139,091

2016

2015

($000s)

($000s)

163,613 $

125,269

Employer:
Current service

$

Past service

948
$

53

164,561 $

490
125,759

13. PENSION PAYMENTS
9 months ended
31 December 2015

2016
(000s)
Retirement benefit payments

$

Disability benefit payments

350,143 $
26,237

$

376,380 $

(000s)
240,819
26,639
267,458

REFUND OF CONTRIBUTIONS
2016
Termination benefit payments

$

2015

(000s)

(000s)

67,637 $

43,365

Transfers to other pension funds

3,854

3,532

Death benefit payments

9,926

5,990

$

81,417 $

52,887

14. FUNDING POLICY
In accordance with legislation, the Province’s Funding
requirement is to match the employee contributions
for current service. Matching of contributions may

also occur for certain other types of prior service,
whichmay be purchased under contract.

15. RELATED PARTY
TRANSACTIONS
A) PROMISSORY NOTE
In March 2015, the Province issued a promissory
note for $2.685 billion to be paid over 30 years
in equal quarterly installments of $47 million
(principal and interest) to fund the previous
plan’s deficit. The promissory note is recorded
at the present value of the residual payments,
discounted at 6%, and is owing from the
Corporation to the Plan on the same terms.
The payments will be made, regardless of the
funded status of the Plan. As at 31 December
2016, the balance receivable is $2.576 billion

(2015 - $2.612 billion). Principal repayments
of the promissory note by the Province to the
Corporation and by the Corporation to the
Plan over the next five years (in thousands)
are as follows:
2017		
2018		
2019		
2020
2021		

$37,596
$39,852
$42,242
$44,777
$47,464

B) INVESTMENTS
The following related party investments were held by the Plan as at 31 December:

Description
Province of Newfoundland and
Labrador Debentures – Series
maturing 17 October 2046

Cost
(000s)
$

Newfoundland and Labrador Hydro
Debentures – Series maturing
14 July 2017
Province of Newfoundland and
Labrador Debentures – Series
maturing 17 October 2033
$
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1,964 $

2016
Market
Value
(000s)
1,896 $

Cost
(000s)
- $

2015
Market
Value
(000s)
-

-

-

240

194

1,265

1,113

5,803

7,293

3,229 $

3,009 $

6,043 $

7,487

15. RELATED PARTY TRANSACTIONS
(CONTINUED)
B) INVESTMENTS (CONTINUED)
Also, as indicated in Note 3(b), the Plan
manages its real estate through Newvest
Realty Corporation, a jointly-owned subsidiary
incorporated under the provisions of the
Canada Corporations Act. It is also registered
under the Corporations Act of the Province
of Newfoundland and Labrador. All of the
shares of the Corporation are held by the
Plan (62.47%) and the Teachers’ Pension
Plan (37.53%).
The Plan manages its private equity (and
private infrastructure) investments through
PSPP Neptune Corporation, a wholly-owned
subsidiary incorporated under the provisions
of the Canada Corporations Act. It is also
registered under the Corporations Act of the
Province of Newfoundland and Labrador. All of
the shares of the Corporation are held by the
Plan.
C) PLAN ADMINISTRATION
The Corporation manages the Plan on a cost
recovery basis. The Corporation entered into
a service level agreement with the Province to
deliver management services during the interim
period. The cost of the services in 2016 totalled
$4.3 million (2015 – $2.3 million) and included
certain direct expenses and an allocation of
salaries and administrative costs.

16. COMMITMENTS
The Plan has committed to invest in certain private
equity and infrastructure funds which may be funded
in accordance with agreed upon conditions over
the next several years. As at 31 December, 2016, the
unfunded portion of these commitments totalled $514
million (2015 – $600 million). This investment is made
through PSPP Neptune Corporation, a wholly owned
subsidiary of the Plan.

17. SUBSEQUENT EVENTS
The Service Level Agreement with the Province
expired 31 March 2017. A service level agreement
for limited services, including the disbursement of
pension payments and refund of contributions, is
currently being negotiated.

18. COMPARATIVE
INFORMATION
Certain 2015 comparative information has been
reclassified to conform to the financial statement
presentation adopted for the current year.
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