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Audit • Tax • Advisory 

Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 

 
 

Independent auditor’s report  

To the Board of Trustees of the Shared Risk Pension Plan for Certain Bargaining Employees 
of New Brunswick Hospitals 
 

We have audited the accompanying financial statements of the Shared Risk Pension Plan for Certain 

Bargaining Employees of New Brunswick Hospitals which comprise the statement of financial position 

as at December 31, 2014, and the statement of changes in net assets available for benefits and 

statement of 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’s responsibility for the financial statements Management’s responsibility for the financial statements 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. 

Auditor’s responsibility Auditor’s responsibility Auditor’s responsibility Auditor’s 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 auditor’s 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 auditor considers 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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinion. 

OpinionOpinionOpinionOpinion    

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
the Shared Risk Pension Plan for Certain Bargaining Employees of New Brunswick Hospitals as at 
December 31, 2014, and the changes in net assets available for benefits and changes in pension 
obligations for the year then ended in accordance with the Canadian accounting standards for pension 
plans.            
    
 

       
Fredericton, Canada    Grant Thornton LLP 
December 1, 2015   Chartered Accountants 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Statement of changes in net assets available for benefits 
Year ended December 31,   2014   2013  
 
Contributions   
 Employee current $       41,348,917 $ 40,905,747 
 Employee past              835,624  704,769 
 Employer current          41,314,496  40,856,476 
 Employer past              246,534  133,244 
 Reciprocal transfers          2,233,176  25,622,532 
  
             85,978,747        108,222,768 
 
Revenue  
 Investment income (note 7)          70,392,450  66,404,709 
 Realized gain on sale of investments          58,047,800  48,216,630 
 Unrealized current period change in  
  market value of investments          36,498,479  67,813,859 
   
            164,938,729  182,435,198 
 
            250,917,476  290,657,966 
Expenses 
 Benefit payments  
  Retirement benefit payments        45,478,104  41,961,871 
  Termination benefit payments          1,649,878             1,364,465 
  Death benefit payments         1,996,797  793,503 
  Marriage breakdown              355,574              253,678 
  Phased retirement          1,251,331      1,106,277 
  
             50,731,684     45,479,794 
 
 Fees and expenses 
  Performance measurement service              104,075   112,212 
  Custodial fees              124,273   108,451 
  Investment management fees            5,557,681   3,542,369 
  Administration expenses (note 8)            1,576,653   1,660,077 
  Transaction costs               775,468  685,942
  
               8,138,150  6,109,051
  
              58,869,834   51,588,845
   
Increase (decrease) in net assets available for benefits       192,147,642   239,069,121 
 
Net assets available for benefits, beginning of year  1,470,197,787  1,231,128,666
  
 
Net assets available for benefits, end of year $ 1,662,245,429 $ 1,470,197,787 
    
 
 
 
 
 See accompanying notes to the financial statements. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Statement of changes in pension obligations 
Year ended December 31,   2014  2013  
 
   
Pension obligations, beginning of year       $ 1,310,200,000 $ 1,217,800,000   
 
Change in pension obligations 
  
 Experience losses on accrued benefit obligations   1,800,000  (21,500,000)   
 Normal cost and benefits accrued    52,500,000  49,800,000 
 Net transfers     3,300,000  26,500,000 
 Benefit payments        (50,700,000)  (45,500,000)    
 Interest      75,500,000  70,900,000  
 Cost of indexing                          19,100,000    12,200,000    

Pension obligations, end of year   $  1,411,700,000 $ 1,310,200,000     

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the financial statements. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
1. Description of plan 
 
The following description of the Shared Risk Plan for Certain Bargaining Employees of New 
Brunswick Hospitals (“the Plan”) is a summary only.  For more information, reference should 
be made to the Plan Document. 
 
On July 1, 2012, the Pension Plan for Certain Bargaining Employees of New Brunswick 
Hospitals was converted to the Shared Risk Plan for Certain Bargaining Employees of New 
Brunswick Hospitals. This model, governed by the Board of Trustees, introduced changes to 
address the funding deficiency in the Plan. The Shared Risk Plan for Certain Bargaining 
Employees for New Brunswick Hospitals is reported as a continuation of the pre-existing 
Pension Plan for Certain Bargaining Employees of New Brunswick Hospitals. The shared risk 
model provides additional funding through increased member and employer contributions. It 
also introduces risk management procedures, funding goals and sharing of benefit risks to 
prudently manage the variability of funding results over time. 
 
The shared risk pension model is unique in Canada and plans of this design are not defined 
in existing accounting standards. Under current standards, a pension plan must be 
accounted for as either a defined contribution plan or a defined benefit plan. Determining the 
appropriate accounting treatment for these plans requires a high degree of professional 
judgement. Based on research performed, enabling legislation and specific plan documents, 
management has concluded that the defined benefit method represents appropriate 
accounting treatment for the Plan at this time. 
 
(a) General 
  
The Plan is a shared risk pension plan covering employees who are members of the New 
Brunswick Nurses Union, the New Brunswick Union of Public and Private Employees 
(Specialized Health Care Professionals and Paramedical), union staff members of the New 
Brunswick Nurses Union (effective July 1, 2013), and union staff members of the New 
Brunswick Union of Public and Private Employees (effective October 1, 2014).   
 
Full-time and part-time employees of these groups are required to join the Plan 
immediately.  Effective July 1, 2014, all other employees of these groups (e.g. casuals, 
temporary employees, etc.) are required to join the Plan if certain eligibility criteria is met.   
 
(b) Funding policy 
 
Contributions are made by the Plan members and the Plan sponsor to fund the benefits as 
determined under the provisions of the Plan Document and Funding Policy.   
 
(c) Pension benefits 
 
The base benefits described in Article V of the Plan Document (summarized below) are the 
intended benefits under this Plan. Notwithstanding any other provision of the Plan, the 
Funding Policy will allow or require the Board of Trustees to make changes to the base 
benefits. Such changes may be positive or negative and will affect all classes of plan 
members. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
1. Description of plan 

 
(c) Pension benefits (continued) 
 
I. For each year (or part year) of pensionable service on and after July 1, 2012: 

1.4% X annualized pensionable earnings accrued during the year up to the YMPE for 
the year plus 2.0% X annualized pensionable earnings accrued during the year in 
excess of the YMPE for the year multiplied by number of hours worked (and 
contributed) / 1950 hours. 

 
II. For all pensionable service between January 1, 1990 and June 30, 2012: 

Pensionable service X 1.3% X best 5 year average earnings at June 30, 2012 up to 
the average YMPE at the same date plus pensionable service X 2.0% X best 5 year  

 average earnings at June 30, 2012 in excess of the average YMPE at the same 
 date. 
 
III. For all pensionable service prior to January 1, 1990: 
 Pensionable service X 2.0% X best 5 year average earnings at June 30, 2012  
 
All benefits (paid or payable) may be adjusted annually by any cost of living increases 
granted in accordance with the Funding Policy.    
 
A member may elect a basic pension, providing a life pension with a guarantee period of 5 
years, or one of four optional forms of pensions being: 1) life pension with a guarantee 
period of 10 years; 2) joint life and last survivor pension at 60%; 3) joint life and last survivor 
pension at 75%; 4) joint life and last survivor pension at 100%. 
 
Normal retirement age is 65 at which time unreduced pension benefits are available with 5 
years of continuous employment or 2 years of plan membership.  Reduced benefits are 
available between age 55 and age 65 with 5 years of continuous employment or 2 years of 
plan membership.  A member who elects to take an early retirement will also receive a 
temporary bridging benefit payable to age 65 equal to $27 per month per year of 
pensionable service. 
  
(d) Disability pensions 
 
A disability pension is not provided for under the terms of the Plan. 
 
(e) Death benefits 
 
If a member dies prior to retirement and before completing 5 years continuous employment 
or less than two years of membership in the Plan, the benefit payable to the member’s 
surviving spouse (or the member’s beneficiary if there is no spouse) is a refund of the 
member’s own contributions with accumulated interest. 
 
If a member dies prior to retirement and has completed 5 or more years of continuous 
employment or has two years or more of membership in the Plan, the member’s surviving 
spouse (or the member’s beneficiary if there is no spouse) will receive a lump sum equal to 
the termination value amount the member would have received if the member had 
terminated service just before death.   
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014 
 
1. Description of plan 
 
(e) Death benefits (continued) 
 
If a member dies after retirement, the death benefit payable is determined in accordance 
with the provisions of the form of pension selected by the member at the time of retirement. 
 
 (f) Benefits on termination 
 
A member who has less than five years of continuous employment and less than two years 
of membership in the Plan and is terminated will receive a refund of the member’s own 
contributions with accumulated interest. 
 
A member with 5 or more years continuous employment or 2 or more years of membership 
in the Plan who is terminated and who is not eligible to receive an immediate pension benefit  
may elect to receive a deferred pension commencing as early as age 55 or an amount equal 
to the termination value of the pension benefit as at the date of the member’s termination. 
The termination value of the pension benefit is to be transferred on a locked-in basis to any 
registered retirement savings arrangement where the transfer is allowed under the Pension 
Benefits Act (“the Act”). Members who terminate their employment and are immediately 
eligible to receive a monthly pension benefit may elect an immediate or deferred pension. 
 
(g) Income taxes 
 
The Plan is a Registered Pension Plan as defined in the Income Tax Act and is not subject to 
income taxes. 
 
(h) Reciprocal transfer agreements 
 
The Board of Trustees may, in its discretion, from time to time, enter into reciprocal 
agreements with the sponsors of other pension plans.  Effective April 19, 2013, the Board of 
Trustees entered into a new reciprocal transfer agreement between the Plan and the Pension 
Plan for Part-Time and Seasonal Employees of the Province of New Brunswick. 
 
 
2. Statement of compliance with Canadian accounting standards for pension plans 
and summary of significant accounting policies 
 
These financial statements have been prepared in accordance with Canadian accounting 
standards for pension plans. 
 
Accounting standards for pension plans require entities to select accounting policies for 
accounts that do not relate to its investment portfolio or pension obligations in accordance 
with either Part I (International Financial Reporting Standards (“IFRS”)) or Part II (Canadian 
accounting standards for private enterprises (“ASPE”)) of the CPA Canada Handbook. The 
Plan selected to apply Part II for such accounts on a consistent basis and to the extent that 
these standards do not conflict with the requirements of the Canadian accounting standards 
for pension plans. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014 
 
2. Statement of compliance with Canadian accounting standards for pension plans 
and summary of significant accounting policies (continued) 
 
(a) Basis of presentation 
 
These financial statements present the aggregate financial position of the Plan as a financial 
reporting entity independent of the plan sponsors and plan members. These statements are 
prepared to assist any plan members and others in reviewing the activities of the Plan for the  
fiscal period but they do not portray the funding requirements of the Plan or the benefit 
security of individual plan members. 
 
(b) Financial instruments 
 

Financial assets and financial liabilities are recognized when the Plan becomes a party to the 
contractual provisions of the financial instrument. 
 
Financial assets are derecognized when the contractual rights to the cash flows from the 
financial assets expire, or when the financial asset and all substantial risks and rewards are 
transferred. 
 
A financial liability is derecognized when it is extinguished, discharged, cancelled or expired.  
 
All financial assets and financial liabilities are initially measured at fair value.  Fair value is 
an estimate of 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. 
 
Financial assets and financial liabilities are subsequently measured as described below. 
 
Cash and cash equivalents 
 
Cash and cash equivalents are defined as cash on hand, demand deposits and short-term 
highly liquid investments that are readily convertible to known amounts of cash within three 
months of deposit. 
 
Investment assets and investment liabilities 
 
All portfolio investments are designated by the Plan as financial assets at fair value through 
profit or loss on initial recognition, and are recorded at fair value because the portfolio is 
managed and its performance is evaluated on a fair value basis, in accordance with the 
policies and directives that document the Plan’s investment strategy and risk controls. The 
portfolio investments are held to provide for the pension obligations. The most relevant 
measure to assess whether the investments are sufficient to pay for the obligations is fair 
value. 
  
Interest, dividend income, realized gains and losses and unrealized gains and losses on all 
portfolio investments are included in investment income. Interest and dividend income is 
recognized in the period earned. Realized gains and losses and unrealized gains and losses 
are recognized in the period in which they arise. All purchases and sales of securities 
classified as portfolio investments are recognized using trade-date accounting. 
 
The carrying value of receivables and payables approximates their fair value because of the 
short-term nature of these instruments. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014 
 
2. Statement of compliance with Canadian accounting standards for pension plans 
and summary of significant accounting policies (continued) 
 
All investment assets and investment liabilities are measured at fair value at the date of the 
statement of financial position in accordance with IFRS 13 Fair Value Measurement in Part I 
of the CPA Canada Handbook. Fair values of investment assets and liabilities are 
determined as follows: 
 
1. Short-term notes and deposits are valued at cost plus accrued interest which 
 approximates fair value. 
2. Derivatives consist of currency forwards which are financial contracts, the value of        

  which is derived from the value of underlying assets, indices, interest rates or                
  exchange rates. 

3. Bonds and other fixed income securities are valued at closing bid prices. Where the bid 
 price is not available, fair value is calculated using discounted cash flows based on 
 current market yields of instruments with similar characteristics. 
4. Pooled funds are valued at the unit value supplied by the pooled fund administrator and 
 which represent the Plan’s proportionate share of underlying net assets at fair value 
 determined using closing bid prices. 
5. Equities are valued at quoted year end closing prices. Where the bid price is not 
 available or reliable, fair value is determined using accepted industry valuation 
 methods. 
6. Real estate consists of an investment in a pooled fund. The fund invests in a real 

 estate, participating mortgages and property for development or resale. The investment 
 is valued at the unit value supplied by the pooled fund administrator and which 
 represents   the  Plan’s proportionate share of underlying net assets at fair value. 

 
Transaction costs are not included in the fair value of investment assets and investment 
liabilities either on initial recognition or on subsequent re-measurement. Transaction costs 
are included in the statement of changes in net assets available for benefits as part of 
expenses incurred in the period. 
 
Investment income is presented in the statement of changes in net assets available for 
benefits. 
 
Contributions and other receivables 
 
Contributions and other receivables are measured at amortized cost using the effective 
interest method. Discounting is omitted where the effect of discounting is immaterial. A 
provision for impairment is made and an impairment loss is recognized in profit and loss 
when there is objective evidence that the Plan will not be able to collect all of the amounts 
due. The carrying amount of the receivable is reduced through use of an allowance account. 
Impaired debts are written off against the allowance account when they are assessed as 
uncollectible. 
 
Financial liabilities 
 
Financial liabilities are measured subsequently at amortized cost using the effective interest 
method. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
2. Statement of compliance with Canadian accounting standards for pension plans 
and summary of significant accounting policies (continued) 
 
(c)  Pension contributions 
 

Contributions from Members and the Hospitals are recorded in the period that payroll 
deductions are made, and accrued up to year-end for payroll periods that extend to the 
subsequent fiscal year. 
 
(d)  Pension obligations 
 
The Plan is a shared risk plan. However, based on current accounting standards, the Plan 
has been categorized as a defined benefit plan established for members. The pension 
obligations recognized in the statement of financial position are equal to the actuarial present  
value of benefits earned by members for services prior to the valuation date determined by 
using the accrued benefit (or unit credit) actuarial cost method in accordance with the  
requirement of paragraph 14(7)(a) of Regulation 2012-75 under the Act and actuarial 
assumptions which reflect management’s best estimate for the future. 
 
(e) Net investment income 
 
Income from investments is recognized on an accrual basis and includes dividend income 
and interest income, net of investment manager fees.  
 
(f) Realized and unrealized gain or loss on investments 
 

Realized gains or losses on sale of investments are the difference between the proceeds 
received and the average cost of investments sold.   
 
Unrealized gains or losses on investments represent the difference between the carrying 
value at the year end and the carrying value at the previous year end or purchase value 
during the year, less the reversal of previously recognized unrealized gains and losses in 
respect of disposals during the year.  
 
(g) Translation of foreign currencies 
 
Transactions denominated in foreign currencies are translated into Canadian dollars at 
exchange rates prevailing on the transaction date. Investments and other monetary assets 
and liabilities denominated in foreign currencies are translated into Canadian dollars at 
exchange rates prevailing on the year end date with any resulting foreign exchange gain or 
loss included in net investment income. 
  
(h) Estimation uncertainty 
 
When preparing the financial statements, management undertakes a number of judgments, 
estimates and assumptions about recognition and measurement of assets, liabilities, 
revenue and expenses. The actual results are likely to differ from the judgments, estimates 
and assumptions made by management, and will seldom equal the estimated results. 
Information about the significant judgments, estimates and assumptions that have the most 
significant  
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
2. Statement of compliance with Canadian accounting standards for pension plans 
and summary of significant accounting policies (continued) 
 
effect on the recognition and measurement of assets, liabilities, revenue and expenses are 
discussed below. 
 

Fair value of financial instruments 
 
Management uses valuation techniques in measuring the fair value of financial instruments, 
where active market quotes are not available. Details of the assumptions used are given in 
the notes regarding financial assets and liabilities. In applying the valuation techniques 
management makes maximum use of market inputs, and uses estimates and assumptions 
that are, as far as possible, consistent with observable data that market participants would 
use in pricing the instrument.  Where applicable data is not observable, management uses 
its best estimate about the assumptions that market participants would make. These 
estimates may vary from the actual prices that would be achieved in an arm's length 
transaction at the reporting date.  
 
Pension obligations 
 
An independent actuary estimates the pension obligations using assumptions provided by 
management; however, the actual outcome may vary due to estimation uncertainties. The 
estimate of $1,411,700,000 (2013-$1,310,200,000) is based on the flowing demographic 
assumptions: retirement age, mortality, rates in terminations and disability incidence rates. 
The economic assumptions used in the estimate are the rate of return on assets (which is 
also used as the discount rate), rate of salary increases, pension cost of living indexation 
rate, real rate of return, and inflation. 
 
 
3. Investments, held by custodian  2014 2013 
 
Investments 
 Short term $      24,059,557 $     54,818,051 
 Fixed income       798,000,106   588,507,242 
 Equities        691,419,427   732,840,928 
 Hedge fund          1,281,069   1,281,069 
 Real estate                                                            126,717,153      81,714,472  
Derivatives       (3,590,204)   (1,327,152) 
Accrued income          4,325,955   3,474,808 
Cash           16,677,114   (14,902,759) 
 
    $   1,658,890,177 $ 1,446,406,659 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
4. Contributions receivable 
 
All of the Plan’s contributions receivable have been reviewed for indicators of impairment.    
    
No contributions receivable were found to be impaired at year end. 
       2014 2013 
  
Employee - current $       5,321,095 $      4,727,038 
Employee – past               82,986   208,331 
             5,404,081  4,935,369
  
Employer – current          5,682,333           4,726,662 
Employer – past                11,733              -
             5,694,066     4,726,662
  
Reciprocal transfers            477,088  16,442,681
  
    $     11,575,235 $  26,104,712 
 
 
 
5. Commuted value payable  
 
A motion was passed at the September 15, 2009 pension committee meeting to apply a 
transfer ratio to future commuted value payouts. As determined by the valuation, the 
percentage to be paid at date of initial payout was 47.1% and the remaining balance was to 
be paid no later than 5 years from the initial payout.   
 
As of July 1, 2012, commuted value is no longer paid under the Plan, therefore, during the 
October 29, 2012 Board of Trustees meeting, a motion was passed to instruct the Pension 
and Employee Benefits Division of the Department of Human Resources to pay out the 
residual commuted values payables to members who had funds withheld as per the transfer 
ratio. The pension commuted value payables include accumulated interest. 
 
 
6. Pension obligations 
 
The funding policy valuation actuarial liabilities and normal costs were calculated using the 
accrued benefit (or unit credit) actuarial cost method in accordance with the requirement of 
paragraph 14(7) (a) of Regulation 2012-75 under the Act. An actuarial valuation was 
performed as of December 31, 2014 by Morneau Shepell, a firm of consulting actuaries.  
 
The funding policy valuation actuarial liabilities at December 31, 2014 are equal to the 
actuarial present value of benefits earned by members for services prior to December 31, 
2014.  The pension obligations do not take into account the impact of any future salary 
increases or the impact of any future cost-of-living adjustments that may be granted by the 
Board of Trustees in accordance with the Plan terms and the Funding Policy. 
 
This approach provides a shared risk benefit to members with a high degree of certainty, 
but without an absolute guarantee. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014  
 
6. Pension obligations (continued) 
 
Significant long-term assumptions used in the December 31, 2014 valuation are:  
 
Interest                    5.75% 
Mortality 2014 Public Sector Mortality Table (CPM 2014 Publ) projected using 
 Improvement Scale B (CPM-B) with size adjustment factors of 106% for 
 males and 116% for females 
  
The next actuarial valuation for funding purposes is expected to be performed as of 
December 31, 2015. 
 
 
7. Investment income  2014  2013 

 

Canadian equities $     5,421,529 $     6,100,210 
Foreign equities       25,963,433  37,320,488 
Fixed income       33,805,323                 22,738,285 
Short term investments         286,774      289,831 
Securities lending income              81,316             (135,307) 
Real estate         4,834,075  91,202 
  
     $   70,392,450             $     66,404,709 
 

 
8. Administration expenses  2014  2013 

 

Administration fees $      1,253,811   $    821,928 
Audit fees               12,387  29,088 
Actuarial and related consulting            193,301  602,937 
Legal fees             117,154  206,124 
 
     $      1,576,653 $ 1,660,077 
 

 
9. Related party transactions 
 
The Plan is provided with certain services from departments of the Province of New 
Brunswick. These related party transactions are in the ordinary course of business and 
measured at amounts agreed to by the parties. 
 
During the year, the Plan was charged $563,303 (2013 – $499,698) for employee salaries 
and benefits and $54,146 (2013 – $52,861) for information technology services. 
 
Other services provided without consideration during the year include human resource 
functions. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014 
 

10. Funding policy 
 
As a result of the conversion to a shared risk plan, a Funding Policy was established at 
inception in accordance with section 100.4(1)(b) of the Pension Benefit Act.   
  
The Funding Policy is the tool used by the Board of Trustees to manage the risks inherent in 
a shared risk plan.  The Funding Policy provides guidance and rules regarding decisions 
that must, or can, be made by the Board of Trustees around funding levels, contributions 
and benefits.  
  
The Funding Policy describes the timing and the actions that the Board of Trustees must 
take, or consider, as applicable, based on the results of the funding policy actuarial 
valuation of the Plan and the application of the required risk management procedures to the 
Plan.  
 
The initial contribution rate cannot be less than 15.6% of earnings as defined in the Plan 
text.  
 
The initial contribution rate for members is 7.8%.  These contributions are to remain the 

same unless contributions adjustments are triggered under the Funding Policy. 

 
11. Investment in Plan Sponsor 
 
As at December 31, 2014, the Plan held $4,655,083 in securities issued by the Province of 
New Brunswick. 
 
As at December 31, 2013, the Plan held $2,918,053 in securities issued by the Province of 
New Brunswick. 
 
12.  Risk management 
 
In the normal course of business, the Plan is exposed to a variety of financial risks: credit 
risk, interest rate risk, currency risk, liquidity risk and other price risk. The value of 
investments within the Plan’s portfolio can fluctuate on a daily basis as a result of changes in 
interest rates, economic conditions and market news related to specific securities within the 
Plan. The level of risk depends on the Plan’s investment objectives and the type of securities 
it invests in. 
 
For all of the risks noted below, there has been no change in how the Plan manages those 
risks from the previous year. 
 
Credit risk 
 
Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an 
obligation or commitment that it has entered into with the Plan. Where the Plan invests in 
debt instruments, this represents the main concentration of credit risk. The market value of 
debt instruments includes consideration of the credit worthiness of the issuer, and 
accordingly, represents the maximum credit risk exposure of the Plan. All transactions 
executed by the Plan in listed securities are settled/paid for upon delivery using approved 
brokers. The risk of default is considered minimal, as delivery of securities sold is only made 
once the broker has received payment. Payment is made on a purchase once the securities 
have been received by the broker. The trade will fail if either party fails to meet its obligation. 
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Shared Risk Pension Plan for Certain Bargaining 
Employees of New Brunswick Hospitals 
Notes to the financial statements 
December 31, 2014 
 

12.  Risk management (continued) 
 
As at December 31, 2014, the Plan invested in debt instruments with the following credit 
ratings: 
 

Debt instrument by credit rating Percentage of value 

 2014 2013 

AAA 14.66%  10.21%     

AA 27.95% 29.69%    

A 18.67% 20.12%    

BBB 13.50% 15.80%    

BB 4.26% 4.56%    

B 9.31% 7.82%    

CCC 0.51% 0.07% 

CC 0.01% 0.00%  

   Not Rated 4.10% 3.51% 
 

Short Term Investments  Percentage of value  

                                                   2014                2013 

R-1 (High) 4.74% 6.90%    

R-1 (Middle) 0.36% 0.18%    

R-1 (Low) 0.09% 0.02%                

Not Rated 0.04% 2.47%     

   

Assets held within managers’ fixed income pooled funds   

 

 Other (0.39%)     (0.22%) 

 Cash 2.19%     (1.13%) 

 
Credit ratings are obtained from Standard & Poor’s, Moody’s, Fitch or Dominion Bond Rating 
Service. Where one or more rating is obtained for a security, the lowest rating has been 
used. 
 
Interest rate risk 
 
Interest rate risk arises from the possibility that changes in interest rates will affect future 
cash flows or fair values of financial instruments. Interest rate risk arises when the Plan 
invests in interest-bearing financial instruments. The Plan is exposed to the risk that the 
value of such financial instruments will fluctuate due to changes in the prevailing levels of 
market interest rates. 
  
As at December 31, 2014, the Plan’s exposure to debt instruments by maturity and the 
impact on net assets had the yield curve shifted in parallel by 25 basis points with all other 
variables held constant (“sensitivity analysis”), is as follows: 
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12.  Risk management (continued) 
 

Debt instruments by maturity date                                                           Market Values 

    2014 2013 

 

Less than 1 year $     68,789,816 $ 83,266,639 

1-3 years        46,064,708  55,337,042 

3-5 years        67,870,917  67,595,539 

Greater than 5 years     743,618,021   518,692,422 
Others        17,143,257  (9,666,096) 

  $  943,486,719  $ 715,225,546

    

 Sensitivity $    22,236,855 $ 14,991,754 
 
In practice actual trading results may differ from the above sensitivity analysis and the 
difference could be material. 
 
Currency risk 
 
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes 
in foreign exchange rates. Currency risk arises from financial instruments (including cash 
and cash equivalents) that are denominated in a currency other than Canadian dollars, which 
represents the functional currency of the Plan. 
 
The Plan is exposed to the following currencies: 
 
                               2014                               2013  
      Currency  Percentage of Currency Percentage of 
      Exposure ($) Net Assets (%) Exposure ($) Net Assets (%) 
  
US Dollar   $  536,429,616         32.33       $ 303,641,820 20.98  
Euro      73,896,310            4.45           44,972,333 3.11 
Japanese Yen   32,144,809            1.94       22,697,324 1.57  
Swiss Franc         7,498,386          0.45              6,933,856 0.48 
Pounds Sterling              7,365,589           0.44            3,727,346                    0.26 
Hong Kong Dollar         3,170,361         0.19           4,765,590 0.33  
Others          4,073,280           0.25             2,709,651 0.19  
 
This amount is based on the market value of the Plan’s financial instruments. Other financial 
assets and financial liabilities that are denominated in foreign currencies do not expose the 
Plan to significant currency risk. 
 
As at December 31, 2014, if the Canadian dollar strengthened or weakened by 1% in relation 
to the respective exchange rates, with all other variables held constant, net assets would 
have an increase or decrease, respectively, of approximately $6,645,784 (2013 - 
$3,894,479). 
 
In practice actual trading results may differ from the above sensitivity analysis and the 
difference could be material. 
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12.  Risk management  (continued) 
 
Liquidity risk 
 
Liquidity risk is the risk that the plan does not have adequate liquid resources to meet its 
present payment demands and to purchase investments in a timely and cost-efficient 
manner. Liquidity risk is a normal part of Plan operations but can be heightened by market 
events or investment specific circumstances. 
 
The real estate investment was introduced into the pension plan asset mix as of June 2013, 
and at year end represents 7.6% of the total investments (5.7%  in 2013).    This real estate 
investment is the only significant liquidity risk known at present to the Plan. To reduce the 
liquidity risk exposure, after the initial investment period and after expiry of a 12 month hold 
period, unit holders can submit a redemption request to the trustee at least 30 days prior to a 
quarter date. 
 
Other price risk 
 
Other price risk is the risk that the market value or future cash flows of financial instruments 
will fluctuate because of changes in market prices (other than those arising from interest rate 
risk or currency risk). All investments represent a risk of loss of capital. The portfolio 
managers moderate this risk through a careful selection and diversification of securities and 
other financial instruments within the limits of the Plan’s investment objectives and strategy. 
 The maximum risk resulting from financial instruments is determined by the market value of 
the financial instruments. The Plan’s overall market positions are monitored on a daily basis  
by the portfolio managers. Financial instruments held by the Plan are susceptible to market 
price risk arising from uncertainties about future prices of the instruments. 
 
Note 3 classifies securities by market segment. 
 
The impact on net assets of the Plan due to a 1 percent change in the benchmark, using 
historical correlation between the Plan’s return as compared to the Plan’s benchmark return, 
with all other variables held constant, as at December 31, 2014 is estimated to be 0.97%, or 
$16,014,579 (2013 - 0.96%, or $13,953,305).   
 
The historical correlation may not be representative of the future correlation, and accordingly 
the impact on net assets could be materially different. 
 
Fair value disclosures 

 
The Plan has designated all of its investments to be held for trading. Accordingly, 
investments are valued at fair value with changes in fair values over time recognized in net 
income. The determination of fair value is dependent upon the use of measurement inputs 
with varying degrees of subjectivity. Quoted market prices are the most reliable input for fair 
value measurement and are referred to as a Level 1 input. Level 2 inputs include prices of 
comparable investments where a quoted market price for the specific security is not 
available. Level 3 inputs are subjective factors not observable in a public market. The levels 
of input for valuation of the Plan’s investments are shown in the following tables. 
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12.  Risk management  (continued) 
 
The following fair value hierarchy table presents information about the Plan’s assets 
measured at fair value on a recurring basis as of December 31, 2014. 
 
     Level 1  Level 2  Level 3  Total
  
Equities $  380,803,985  $ 309,966,789 $   - $ 690,770,774 
Fixed income         6,802,362  790,011,477  1,315,378  798,129,217 
Real estate  126,717,153  -  -  126,717,153 
Cash and short term       17,196,656  20,469,353  -  37,666,009 
Hedge fund              1,281,069          1,281,069 
 
    $ 531,520,156 $ 1,120,447,619  $  2,596,447  1,654,564,222 
Accrued income               4,325,955 
Total investments      $ 1,658,890,177 

 
The following fair value hierarchy table presents information about the Plan’s assets 
measured at fair value on a recurring basis as of December 31, 2013. 
 
 
     Level 1  Level 2  Level 3  Total
  
Equities $ 405,722,858 $ 326,511,175 $   - $ 732,234,033 
Fixed income  971,208  568,101,013  255,580  569,327,801 
Real estate  -  81,714,472  -  81,714,472 
Cash and short term  22,787,951  35,586,525  -  58,374,476 
Hedge fund  -         -  1,281,069  1,281,069 
 
    $ 429,482,017 $ 1,011,913,185 $ 1,536,649  1,442,931,851 
Accrued income         3,474,808 
Total investments        $ 1,446,406,659 
  
A reconciliation of the changes during the year for those investments that are measured at 
fair value using level 3 input are as follows: 
 
    2014 2013 

 

Balance beginning of year $   1,536,649    $ 48,083,902 
Purchases      1,059,798   - 
Sales                                                                                  -   (45,741,300) 
Net transfer into and/or out of level 3  -  (763,560) 
Maturity position receipt    -  (42,393) 
 
Balance end of year    $   2,596,447 $ 1,536,649 
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13. Capital management 
 
The Plan employs a capital management plan, a Statement of Investment Policies and 
Goals (“SIP&G”), that is reviewed annually by the Board of Trustees. The SIP&G formulates 
investment principles and guidelines which are appropriate to the needs and objectives of 
the pension plan.   
 
Subject to limitations, the SIP&G investment guidelines outline that the Pension Fund may 
invest in any or all of the following asset categories and subcategories of investments either 
directly or through pooled funds, which hold only these investments; Canadian Equity, 
Foreign Equity, Fixed Income and Cash or Cash Equivalents and various alternative 
investments including real estate commodities, infrastructure and private equity. 
 
The proportion of investment in each asset class is subject to restrictions including 
maintaining the following asset mix; 5% - 15% investment in Canadian equities, 10% - 25% 
investment in foreign equities (including US equities), 35% - 45% investment in Canadian 
fixed income, 10% - 20% in foreign fixed income, 5% - 15% in real estate and 5% – 15% in 
infrastructure.  
 
The Pension Fund or any portion allocated to any fund manager must be well diversified 
across industry sectors and capitalization ranges. No one equity holding shall represent more 
than 10% of the book value of the aggregate of the Canadian, US or International equity 
portfolio respectively. Policy guidelines have been established to ensure the Pension Plan 
holds fixed term investments with a credit rating of BB or higher. Short-term securities will be 
limited to those of the highest quality to minimize risk, namely those with a minimum rating 
of R1.  The SIP&G outlines the acceptable target asset allocation range to be managed by 
each manager.  The manager’s asset allocation percentages are monitored quarterly and  
rebalanced back to the maximum allocation, if necessary.   
 
As at December 31, 2014, the Plan was not in compliance with the investment guidelines as 
foreign equities exceeded the allowable range by 3.65% and there was no investment in 
infrastructure at year end. 
 
As at December 31, 2013, the Plan was not in compliance with the investment guidelines as 
Canadian equities exceeded the allowable range by 3.7%, foreign equities exceeded the 
allowable range by 8.6%, Canadian fixed income was 0.4% below the allowable range and 
the foreign fixed income was 2.7% below the allowable range and there was no investment 
in infrastructure at year end. 
 
14. Commitments 
 
The Plan has unfunded committed investments at December 31, 2014 of $135,000,000 USD 
to a Macquarie Infrastructure Partners Fund. These commitments should be funded (over 
the next several years) in accordance with the terms and conditions outlined in the 
agreement. 
 
On February 13, 2015, $20,306,971 USD of the commitment was invested. 
  
15. Comparative figures 
 
Certain of the comparative figures have been reclassified to conform with the presentation 

adopted for the year ending December 31, 2014. 


