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LETTER FROM THE
BOARD OF TRUSTEES

FROM THE BOARD OF TRUSTEES

On behalf of the Board of Trustees of the Canadian Union of Public Employees Hospitals Shared Risk Plan
(CUPE Hospitals SRP), we are very pleased to present our inaugural Annual Report.

The Board has been working diligently to protect the sustainability of the Plan. This Annual Report
summarizes these efforts, while also bolstering our commitment to transparency. This is more important
than ever as pension plans worldwide navigate a challenging economic environment, increased geopolitical
concerns, and turbulent financial markets.

In 2024, the CUPE Hospitals SRP posted a gross investment return of 8.35% for the year despite its
prudent, lower-risk approach. This allowed the Plan’s ten-year annualized return to reach 5.84% at
December 31, 2024, surpassing the benchmark of 5.64% for the same period.

In addition, the most recent actuarial valuation estimates that the Plan is 129.0% funded, and important risk
management tests were all surpassed. This has provided the Board the ability to approve a cost of living
adjustment (COLA) of 5.12% effective January 1, 2026 for all active, retired, and deferred members of the
Plan. This positive adjustment includes a portion of the COLA not awarded in previous years in the amount
of 3.11%. More information can be found on page 13 and in the Plan’s fall newsletter available at

cupeh.ca.

We would like to take a moment to thank our fellow Board members, Trustees, and Trustees in training
alike. Your dedication and collaborative spirit have been indispensable as we work together to support the
CUPE Hospitals SRP and its members. Your commitment to ongoing education to support the effective
governance of the Plan, and the hands-on approach taken with member concerns, are heartening for the
continuing success of the Plan. Through your hard work we are meeting the Plan's purpose: to provide
stable, long-term benefits to support members of the CUPE Hospitals SRP in their retirement.

We remain accountable to you, the Plan members. Should you have any questions about your CUPE
Hospitals SRP, please do not hesitate to reach out to us by email at info@cupeh.ca.

We are proud to represent you and continue to work diligently in securing the CUPE Hospitals SRP as an
important source of retirement income.

[signed by] [signed by]
Carolyn Roberts Bernard Brun
Chairperson Vice-Chairperson

September 19, 2025 September 19, 2025
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2024 IN NUMBERS

Based on the financial health of the CUPE Hospitals SRP in 2024, effective January 1, 2026,
your Board of Trustees is able to grant a Cost of Living Adjustment (COLA) of

5.12%

for all Plan members

234 4 . O

~

i —

*This amount is based on the change in Canada's Consumer Price Index over the 12-month period ending June 30,
2025 (2.01%) and an additional 3.11% to catch up on the COLA that was not granted during the recent periods
of high inflation (2023-2024).

AGE DISTRIBUTION

18,704 total members

ACTIVE MEMBERS RETIRED MEMBERS
50-59 - 4.7%

60-69 - 43.9%

70-79 - 36.8%

80-89 - 12.6%

90+ - 2.0%
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PLAN ACTUARIAL
VALUATION

December 31, 2024

The Plan’s Actuarial Valuation measures the 129 o%
financial health of the CUPE Hospitals SRP. This is "
important as it determines the Plan’s ability to
provide the benefits earned to date. It is also used
to determine whether the Board is able to grant
members benefit improvements, such as annual
cost of living adjustments. The measurement that December 31 2023

the Board uses to determine if benefits can be 126 9%
improved for members is called the 15-year open .
group funded ratio. The ratios for the past three
years can be found to the right.

For a more thorough explanation and more

information, see page 13. December 31, 2022

125.4%

2024 INVESTMENT PERFORMANCE

THAT
EQUALS

The Statement of Investment Policies and Goals details how the pension fund is to be invested.
Its focus is to provide stable, long-term results for the Plan and its members.

Read more about Investment Performance on page 15.
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BOARD OF TRUSTEES

The Board is responsible for the overall governance and administration of the CUPE Hospitals SRP (the
"Plan") in accordance with the New Brunswick Pension Benefits Act, the Income Tax Act, and the Plan’s
governing documents. These duties include:

Setting the levels of contributions and benefits in accordance with the Funding Policy

Granting indexation on benefits (cost of living adjustments or COLA)

Approving investment policy decisions

Providing oversight of pension administration and investment management

Hiring an accredited actuary to provide an independent valuation of the pension obligations

Hiring an external auditor to independently examine the fair presentation of the financial statements

The Board is composed of eight Trustees and two Trustees in training. Four Trustees have been appointed
by CUPE 1252 and four Trustees have been appointed by the provincial government.

As outlined in the Plan Agreement and Declaration of Trust, the positions of Chairperson and
Vice-Chairperson of the Board are elected for two-year terms. If the Chairperson is a union appointee,
the Vice-Chairperson shall be a provincial appointee and vice versa. Upon the expiry of the term of the
Chairperson and Vice-Chairperson, the Trustees may hold a new election if they desire. If no election
is held, the original Chairperson and Vice-Chairperson shall continue for an additional two years. No
Chairperson or Vice-Chairperson shall remain in office for more than four consecutive years. Upon the
expiry of the term of the Chairperson and Vice-Chairperson, a new election shall be held amongst the
Trustees. If the original Chairperson was a union appointee, the new Chairperson shall be a provincial
appointee or vice versa, and likewise for the Vice-Chairperson position.
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Brenda Carter-Vienneau’s second term as Chairperson ended December 31, 2024. Effective
January 1, 2025, the position of Chairperson was filled by Carolyn Roberts, while the position of
Vice-Chairperson was filled by Bernard Brun. Brenda Carter-Vienneau remains as a Trustee.

Carolyn Roberts*, Chairperson Government of New Brunswick Appointee
Bernard Brun**, Vice-Chairperson CUPE 1252 Appointee
Brenda Carter-Vienneau***, Trustee CUPE 1252 Appointee
Larry Guitard, Trustee Government of New Brunswick Appointee
Sonia Mabie, Trustee Government of New Brunswick Appointee
Heather Parker, Trustee CUPE 1252 Appointee
Jean-Claude Pelletier, Trustee Government of New Brunswick Appointee
Donna Smith, Trustee CUPE 1252 Appointee
Nick Bhagan, Trustee in training CUPE 1252 Appointee
Adrian Crossman, Trustee in training CUPE 1252 Appointee

* Appointed Chairperson on January 1, 2025. Term as Vice-Chairperson ended on December 31, 2024.
** Appointed Vice-Chairperson on January 1, 2025.
*** Term as Chairperson ended December 31, 2024.

Fiduciary Duties of
Trustees

Trustees appointed to the Board hold a fiduciary duty towards the Plan, meaning they must
always act in the best interest of the CUPE Hospitals SRP and its members when administering
the affairs of the Plan. They do not represent the party who appointed them.

Trustees are entrusted with the property of another person; in this case, it consists of the funds
for the pensions and related benefits of the Plan members. Trustees are required by law to place
the interests of the Plan and its members above their own when conducting Board affairs, and
conduct themselves with the highest standards of integrity, honesty, independence, fairness,
openness, and competence.

Failure by any of the Trustees to properly exercise their fiduciary duty (e.g., not disclosing or
addressing conflicts of interest) can result in disciplinary actions, revocation of the Trustee
appointment, or even civil or criminal prosecution.

Trustee in Training
The role of the Trustee in training is to attend Plan Board and Committee meetings in an

observer capacity. A Trustee in training is typically identified as a successor Trustee to be formally
appointed to the Board in the event of a vacancy.
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SOARIL

Members of the Board are required to regularly participate in continuing education
programs to improve effectiveness in their Trustee work and make the best decisions
for the Plan and its members in the areas of pension governance, administration, and
investments.

The Board receives ongoing education through the timely review of news, articles of
interest, presentations at Board meetings, and attendance at applicable conferences
and seminars. In 2024, presentation topics included: Vestcor Retirement Process and
Documentation at Time of Retirement; Board Effectiveness: Board Evaluations and
Consent Agenda; Custodial Services in Canada; Canadian Low Volatility Asset Class;
Global Low Volatility Asset Class; and Mercer Education: Alternative Governance
Model for Pension Investments (Outsourced Chief Investment Officer). Conferences
and seminars included those held by industry groups such as the International
Foundation of Employee Benefit Plans, the Canadian Pension & Benefits Institute, and
the Association of Canadian Pension Management.

EXPEN

2024

Meeting Expenses $ 11,830
Education 219,069
Travel 25,143
Per Diem 26,837

$282,879
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As outlined within the Plan’s governing documents (refer to the next page for a summary of these
documents), the Board can establish and delegate certain functions to sub-committees.

One long-standing committee has been established, and ad hoc committees are created as needed.
Sub-committees present reports of their meetings and decisions to the full Board for consideration and

approval.

COMMUNICATIONS

SUB-COMMITTEE

Assists the Board by reviewing draft versions of

the member newsletters. The sub-committee’s
responsibilities include ensuring the accuracy of the
information presented, maintaining a high standard of
quality, and safeguarding the clarity and relevance of
the content. The sub-committee suggests appropriate
amendments to enhance the overall effectiveness
and professionalism of the newsletters and presents
its recommendations to the full Board of Trustees

for approval. The Communications Sub-Committee
meets twice a year.

MEETING ATTENDANCE

AD HOC LOW VOLATILITY MANAGER
SEARCH SUB-COMMITTEE

A temporary sub-committee formed to select

two new low volatility funds and their respective
managers.

For a summary of the Board
of Trustees’ activities in
2024, see page 9.

Trustees are expected to attend meetings of the Board and sub-committees of which they are a member. The
following table indicates the number of meetings held in 2024 and the attendance of the Trustees and Trustees

in training.

Board Meetings
(four quarterly,

Ad Hoc Low Volatility

Communications
Manager Search

Sub-Committee

one ad hoc) Sub-Committee

Brenda Carter-Vienneau (Chairperson)! 5/5
Carolyn Roberts (Vice-Chairperson)? 5/5
Bernard Brun® 5/5
Larry Guitard 5/5
Sonia Mabie 5/5
Heather Parker 5/5
Jean-Claude Pelletier 5/5
Donna Smith 5/5
Nick Bhagan, Trustee in training 5/5

Adrian Crossman, Trustee in training 5/5

- 1/1

'B. Carter-Vienneau's term as Chairperson ended December 31, 2024.
2C. Roberts' term as Vice-Chairperson ended December 31, 2024; her term as Chairperson began January 1, 2025.
3B. Brun's term as Vice-Chairperson began January 1, 2025.
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GOVEHINYSMENTS

The Plan is governed by and conducts its affairs based on a number of important documents that serve to
guide the Board in its oversight of the Plan. Current versions of these documents are available at cupeh.ca.

Agreement and Declaration of Trust

The Agreement and Declaration of Trust came into effect September 6, 2013, after

the Plan converted from a defined benefit plan to a shared risk plan on July 1, 2012.
This document ensured that the Pension Plan for CUPE Employees of New Brunswick
Hospitals continued as a trust under the Shared Risk Plan for CUPE Employees of New
Brunswick Hospitals (CUPE Hospitals SRP). The document also outlines the powers and
duties of the Board as Plan Administrator.

v Plan Text

\/: The Plan Text contains the detailed provisions of the Plan as they apply to eligibility,

v: contribution and benefit calculations, and retirement, as well as to the Funding Policy,

&: Statement of Investment Policies and Goals, and risk management framework required
by the Pension Benefits Act (New Brunswick).

Statement of Investment Policies and Goals

The Statement of Investment Policies and Goals outlines the investment policy for the
ﬂ CUPE Hospitals SRP Fund. The Statement of Investment Policies and Goals details how

the Pension Fund is to be invested, considering that it must be managed in a way that
provides secure pension benefits in most economic scenarios. The target asset mix
of the CUPE Hospitals SRP Fund and the benchmarks against which the investment
returns are measured are also included. This document must be reviewed annually by
the Board, and confirmation of this review must be submitted to the Superintendent of
Pensions.
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BOARD DECISIONS and

in 2024

The following provides a summary of the activities of the Board of Trustees from January to December 2024,
other than regular business and standing items.

Plan Documents and Oversight

The Board reviewed and approved the following governing and other supporting items for the Plan:

* Amended the Plan Text: documented the awarding of indexing (cost of living adjustment or COLA) as
at January 1, 2025 of 4.63% (3.11% current plus a portion of the COLA not awarded in previous years
in the amount of 1.52%)

* Conducted its annual review of the Statement of Investment Policies and Goals and approved these
amendments:
o Updated the date for current liability discount rate expectation to December 2023
o  Added new benchmarks for monitoring low volatility strategies
o Added new low volatility managers
o Updated portfolio subsections for farmland and low volatility strategies by defining performance

objectives and compliance

o Updated Appendix 4: Demographic and Financial Statistics

* Conducted its annual review of the Funding Policy and approved amendments to reflect the change
in the amount available for utilization effective December 31, 2023 from 1/6" to 1/5" of the funds that
make up the excess of the open group funded ratio at the valuation date over 105% (to a maximum of
140%)

* Approved the audited financial statements for the Plan for the year ended December 31, 2023

* Approved the Plan's Actuarial Valuation Report as at December 31, 2023

* Reviewed amended housekeeping items in the Discount Rate Policy

The Board met all regulatory filing and disclosure requirements outlined under the New Brunswick
Pension Benefits Act and the Income Tax Act.

109
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Board Governance

The Board reviewed and approved amendments to the following policies and practices as part of its
annual review of its governance framework:

* Code of Conduct amended to incorporate an annual acknowledgment of the code by the Board of
Trustees

* Policy regarding service providers amended to require them to disclose any conflicts of interest
verbally at each presentation before the Board

¢ Policy for Reimbursement of Travel Expenses for Trustees modified for clarity

* Modification of third-party service providers’ evaluation forms

* Began the development of a Statement of Investment Beliefs

¢ Finalized the development and monitoring of a risk management framework including a risk register
and the establishment of key performance and risk indicators

* Began working on a priorities and planning framework whereby the Board identifies key objectives for
the coming year and a timeline for implementation

Presentations

The Board received the following presentations as part of its ongoing education program:

¢ Vestcor Retirement Process and Documentation at Time of Retirement

* Board Effectiveness: Board Evaluations and Consent Agenda

* Custodial Services in Canada

¢ Canadian Low Volatility Asset Class

¢ Global Low Volatility Asset Class

* Mercer Education: Alternative Governance Model for Pension Investments (OCIO)

Member Services and Communications

The Board approved production of its inaugural Annual Report (data from the year ended December
31, 2024). The Annual Report will now be provided to members on an annual basis as part of the
Board's ongoing efforts to communicate with members that also included:

* An updated member booklet and At-a-Glance document
* Spring and fall 2024 newsletters

Service Provider Engagement

The Board engaged the following service providers:

¢ Ellement Consulting Group as performance measurement consultant

* TELUS Health for actuarial and investment consultant services

* Doane Grant Thornton as the 2024 external auditor for the financial statements
* RBC Investor Services as custodian

* Osler, Hoskin & Harcourt LLP for legal services

*  Vestcor Inc. for pension administration services
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of the PLAN

SERVICE PROVIDERS

Performance Measurement Consultant ‘/
Per the Plan’s Statement of Investment Policies and Goals, E]_]_emen‘t

the performance measurement consultant shall:
Monitor the performance of each fund manager and of the consolidated pension fund relative to the
objectives stated in the Investment Policy.
Provide quarterly reports to the Board measuring the fund manager’s performance and attribution
against specific benchmarks.
Provide summary returns to the fund managers to ensure they are in agreement with the information
presented by the performance measurement consultant.
Participate in the discussion with the fund managers.
Perform additional analyses as they may be directed by the Board from time to time.
Perform quarterly compliance testing on behalf of the Board. The results are included in a quarterly
report sent to the Board. The reports indicate whether the fund managers are in compliance with
Appendix 2 of the Statement of Investment Policies and Goals.

Actuary and Investment Consultant

An actuary is an expert in the mathematics of finance, statistics, and risk

theory. The Pension Benefits Act (New Brunswick) requires that the Plan f TELUS Health
undergo an annual actuarial valuation by a professionally accredited actuary.

The Board approves the actuarial assumptions used for the valuation. To

prepare this report, the actuary obtains current membership data and asset mix information from Vestcor.
The CUPE Hospitals SRP's actuary also acts as an investment consultant for the Plan. TELUS Health was
reappointed as the actuary for the Plan for 2024. The investment consultant is responsible for providing
investment advisory services for the Plan. TELUS Health was reappointed as the investment consultant for
the Plan for 2024.
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SERVICE PROVIDERS (continued)

Auditor
The external auditor is responsible for expressing an opinion as to whether Doane
the financial statements of the Plan have been presented fairly in all material GrantThornton

respects by conducting an audit in accordance with Canadian Generally
Accepted Auditing Standards. Doane Grant Thornton LLP was reappointed as
the auditor for the Plan for 2024.

Custodian
Per the Plan’s Statement of Investment Policies and Goals, the custodian is Investor
responsible for: Services

* Maintaining safe custody over the assets of the Pension Fund. RBC

* Executing the instructions of the Board, as delegated to the third-party
administrator, the investment advisor, and to any fund manager.

* Providing monthly statements to the Board, the fund manager(s) (if applicable), and the performance
measurement consultant.

* Lending securities on behalf of the Board.

Leggl Services _ _ OSLER

Provide comprehensive legal services specific to pensions, including litigation,

investments, and regulatory compliance, on an as-needed basis. Osler, Hoskin
& Harcourt LLp

®

Administration Services

The Board has an administration agreement in place with Vestcor Inc. (Vestcor)

to manage the day-to-day administration of the Plan. Vestcor collects employee V ESTC R
and employer contributions and pays out benefits in accordance with the Plan

provisions. They also provide pension services to help members understand

their benefit entitlements. In addition, Vestcor prepares annual statements for each member, assists the
Board in its communication with members and stakeholders through semi-annual newsletters and other
communication tools, provides member services, supports Board functions and education, and prepares
regulatory submissions to the Superintendent of Pensions and the Canada Revenue Agency.

COST OF ADMINISTERING THE CUPE HOSPITALS SRP

Administration costs for the Plan, as shown in the Statement of Changes in Net Assets in the audited
financial statements for the year ended December 31, 2024, consist of the cost of the pension administration
services provided by Vestcor as well as the costs of the Board functions described on page 6. These costs
are further itemized in Note 5 of the audited financial statements on page 33.

Total administration costs for the year ended December 31, 2024 were $5.9 million. These include all costs
for the Plan.

As a percentage of average pension fund assets, total administration costs remain consistent at 0.50% for
2024.
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THE PURPOSE OF THE CUPE HOSPITALS SRP IS TO:
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Provide secure pension
benefits to members
after retirement, and to
their beneficiaries.

Focus on managing risks so
that there is a high degree
of certainty that full base
benefits will be provided.

Grow members’ pension
benefits through increases
(e.g., cost of living
adjustments) to the extent
that funds are available.

As mentioned on page 11, each year, the Board retains an independent actuarial firm to prepare a valuation
of the Plan (also referred to as an actuarial valuation, or a funding policy valuation). The valuation compares
the Plan's assets with the Plan's liabilities at a moment in time.

An estimate of the Plan’s liabilities is calculated by the actuary using a number of economic assumptions
(e.g., interest rates) and demographic assumptions (e.g., life expectancy).

The most recent Actuarial Valuation Report was prepared as at December 31, 2024 and reviewed and
approved by the Board on September 17, 2025. More information can be found in Appendix B on page 43.

FUNDING STATUS OF THE PLAN, AS PER THE ACTUARIAL VALUATION REPORT

15-Year Open Group Funded Ratio

This is an important ratio as it measures the
Plan’s ability to provide the benefits earned to
date. It is also used to determine the actions

to be taken by the Board under the Plan’s
Funding Policy, such as granting cost of living
adjustments. This ratio compares the fair market
value of the Plan’s assets, plus the present value
of contributions in excess of those required to
fund base benefits being accrued over the next
15 years, to the Plan’s actuarial liabilities at
December 31 of every year.

As at December 31, 2024, the Plan’s open group
funded ratio is 129.0%.

Termination Value Funded Ratio

This ratio compares the fair market value of

the Plan’s assets to the Plan’s liabilities at
December 31 of every year and is used in the
calculation of a member’s benefits on termination
of employment, death, marriage breakdown, or
retirement.

As at December 31, 2024, the Plan had

$1.235 billion in net assets and $1.250 billion in
actuarial liabilities for a termination value funded
ratio of 98.8%.

For a copy of the full report, visit cupeh.ca.
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PLAN VALUATION (continued)

Risk Management Results

As a shared risk plan, the Plan needs to undergo a series of annual risk management tests to ensure its
security and ability to provide long-term benefits to its members. The results of these tests may result in
the need for short-term adjustments in any one year to help preserve the long-term financial health of the
Plan.

The risk management goals are outlined in the CUPE Hospitals SRP Funding Policy. The Plan’s actuary
has confirmed that the Plan has successfully passed these tests as part of its annual Actuarial Valuation
Report as at December 31, 2024.

Primary Risk Management Goal

The probability that base benefits will not be reduced at any point over the next 20 years. Thresholds
required under the Pension Benefits Act (New Brunswick): 95.0% for contingent indexing (also known as
cost of living adjustments or COLA) and 97.5% for all other benefit changes.

95%
(C0|LA)

2024 Result - 99.95% (Passed)

2023 Result - 99.95% (Passed)

|
97.5%

(other benefits)

Secondary Risk Management Goal #1

The Plan is expected to be able to provide indexing (COLA) of 71.5% or more of CPI to members over
the next 20 years.

2024 Result - 97.90% (Passed)

2023 Result - 97.50% (Passed)

71.5%

Secondary Risk Management Goal #2

Achieve at least a 75% probability that ancillary benefits (e.g., early retirement subsidy) will be provided
over the next 20 years.

2024 Result - 99.95% (Passed)

2023 Result - 99.95% (Passed)

75%



PERFORMANCE

In the long term, the objective is to preserve the assets of the Plan and
secure the pensions of all Plan members. The aim is to provide the best
possible long-term investment returns while achieving the strict risk
management goals of the Plan. The investment portfolio of the Plan
follows a diversified target asset mix designed to achieve these The CUPE Hospitals SRP
objectives based on the characteristics of the Plan while achieving . . .
a rate of return above and beyond the rate of return required to fund Fund is invested in accordance
Y e with the Statement of

Investment Policies and Goals
This lower-risk approach means that the target asset mix may see available at cupeh.ca
returns that are lower than average when markets are strong but
perform above average during weaker markets. The intent of the
Plan's well-diversified portfolio is to minimize the long-term effects of
market fluctuations.
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Asset Mix

The Board last reviewed and confirmed its approval of the Statement of Investment Policies and Goals in

September 2024. The table below includes the target asset mix and the actual asset mix as at
December 31, 2024.

As of December 31, 2024, the current asset mix is compliant with the asset class
set out in the Statement of Investment Policies and Goals.
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2024 RETURNS

The Plan assets increased from $1.15 billion to $1.23 billion in 2024. There were $17 million in net cash
outflows during the year, and $96.2 million in investment income, for a total increase in net assets of
$79.6 million.

The current actuarial liability discount rate is 5.00% (as of December 2024).

12% —

9.99%

10%

8%

6%

4%

2%

0%
One-Year Four-Year Ten-Year

‘ Portfolio Return . Benchmark Return

The Plan returned 8.35% (gross of investment management fees). Over longer-term periods, the Plan’s
return before investment management fees is in line with or exceeds the benchmark return objective. Over
the ten-year period, the Plan returned 5.84%, outperforming the benchmark by 0.20% on average, per year.

HELPFUL DEFINITIONS

Asset: An investment of economic value owned by an investor. For example, public stocks, bonds, and real estate
investments would all be considered financial assets.

Asset Mix: Refers to the proportion of different types of assets within the Plan’s investment portfolio. This is an
important component to managing the risk and return of the portfolio.

Benchmark: An industry standard against which rates of return can be measured, such as equity and bond
market indices developed by stock exchanges and investment dealers.

Discount Rate: In a Pension Fund, the assumed, net investment rate of return that the Pension Fund needs to

conservatively earn over the long term. The discount rate in a pension fund is set by the Plan’s independent
actuary and is typically found in the fund’s investment policy.

Fixed Income: An asset class comprising securities that pays a specific interest rate, such as a bond or money
market instrument. This asset class obligates the borrower to pay the owner a fixed rate of interest during the
term of the loan and to return the principal or face value when the loan matures.

Public Equity: Equity investments in companies that are typically subject to the reporting requirements of a
national regulatory body and are publicly traded on a stock exchange.

v
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The source of these one-year nominal returns by asset class, compared to their respective benchmark
returns, are shown in the table below:

*Investments began during 2024; calendar year return is not available.
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APPENDIX A: FINANCIAL STATEMENTS

The financial statements of the CUPE Hospitals SRP have been prepared and approved by the Board
of Trustees. The Board is responsible for the integrity and fair presentation of the statements, including
amounts based on best estimates and judgments. The Board maintains systems of internal control and
supporting procedures to provide reasonable assurance that accurate financial information is available,
that assets are protected, and that resources are managed efficiently.

Refer to the next page for a copy of the Financial Statements for the year ended December 31, 2024.
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Financial statements

Shared Risk Plan for CUPE Employees of New
Brunswick Hospitals

December 31, 2024



FINANCIAL
STATEMENTS

Independent auditor’'s report

To the Board of Trustees of the Shared Risk Plan for
CUPE Employees of New Brunswick Hospitals

Opinion

We have audited the financial statements of the Shared Risk Plan for CUPE Employees of New
Brunswick Hospitals which comprise the statement of financial position as at December 31, 2024, and
the statements of changes in net assets available for benefits and changes in pension obligations for
the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Shared Risk Plan for CUPE Employees of New Brunswick Hospitals as at
December 31, 2024, and its changes in net assets available for benefits and its changes in pension
obligations for the year then ended in accordance with Canadian accounting standards for pension
plans.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Shared Risk Plan
for CUPE Employees of New Brunswick Hospitals in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance 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.

In preparing the financial statements, management is responsible for assessing the Shared Risk Plan
for CUPE Employees of New Brunswick Hospitals’ ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Shared Risk Plan for CUPE Employees of New
Brunswick Hospitals or to cease operations, or has no realistic alternative but to do so.

121
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FINANCIAL
STATEMENTS

Those charged with governance are responsible for overseeing the Shared Risk Plan for CUPE
Employees of New Brunswick Hospitals’ financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Shared Risk Plan for CUPE Employees of New Brunswick
Hospitals’ internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Shared Risk Pension Plan for Certain
Bargaining Employees of New Brunswick Hospitals’ ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Shared Risk Pension
Plan for Certain Bargaining Employees of New Brunswick Hospitals to cease to continue as a
going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the

disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Fredericton, Canada %ﬂc %7! M»&‘/

June 23, 2025
Chartered Professional Accountants
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals
Statement of financial position

December 31 2024 2023
Assets
Investments
Short term instruments $ 2,688,640 $ 1,375,581
Fixed income 458,978,207 381,585,766
Canadian equities 125,054,459 166,259,588
Foreign equities 202,562,044 195,626,492
Real estate 164,829,355 169,847,227
Farmland 26,735,058 —
Infrastructure 186,409,128 172,047,145
Private debt 44,808,181 45,259,417
Derivatives 9,583 846,463
1,212,074,655 1,132,847,679
Receivables
Employee contributions 2,652,077 3,181,857
Employer contributions 3,943,767 3,501,173
Accrued interest and dividends 3,878,858 2,695,956
10,474,702 9,378,986
Prepaid — Pension Payroll 6,000,141 5,724,379
Cash 7,766,359 9,009,061

Total assets

1,236,315,857

1.156,960,105

Liabilities
Accounts payable 1,330,173 1,424,627
Pensions and refunds payable 377,667 421,989
Pension commuted value payable 72,974 207,724
Marriage breakdowns 42,338 34,985
Total liabilities 1,823,152 2,089,325

Net assets available for benefits
Pension obligations (page 5 & note 8)

Deficiency

1,234,492,705

1,154,870,780

1,246,100,000

1,177,100,000

$ (11.607.205)

$ (22.229.220)

ON BEHALF OF THE BOARD OF TRUSTEES

Clsberta

1 et

See accompanying notes to the financial statements.
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Shared Risk Plan for CUPE Employees

of New Brunswick Hospitals

Statement of changes in net assets available for benefits

Year ended December 31 2024 2023
Contributions
Employer (note 3) $ 30,795,142 $§ 28,353,864
Employee (note 3) 27,378,042 25,297,891
Reciprocal transfers 188,028 333,064
58,361,212 53,984,819
Investment income
Interest 23,174,689 20,446,984
Dividends 24,049,303 10,799,184
Unrealized current period change in market
value of investments (14,816,215) 35,401,466
Realized gain on sale of investments 63,726,317 7,821,704
Securities lending 42,585 48,338
96,176,679 74,517,676
154,537,891 128,502,495
Expenses
Benefit payments (note 4) 69,047,427 65,674,609
Administrative expenses (note 5) 5,868,539 5,577,808
74,915,966 71,252,417
Increase in net assets available for benefits 79,621,925 57,250,078

Net assets available for benefits, beginning of year

Net assets available for benefits, end of year

1,154.870.780

1,097,620,702

$1.234,492,705 $ 1.154.870.780

See accompanying notes to the financial statements.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals
Statement of changes in pension obligations
Year ended December 31 2024 2023
Pension obligations, beginning of year $1,177,100,000 $ 1,248,900,000
Change in pension obligations
Benefits accrued 28,300,000 26,600,000
Benefit payments (69,000,000) (65,700,000)
Interest 57,700,000 55,100,000
Cost of living increases 53,900,000 40,000,000
Net transfers in 300,000 400,000
Gain related to a change in assumptions (2,200,000) ~ (128,200,000)

69,000,000 (71,800,000)

Pension obligations, end of year $1.246.100,000 $ 1.177.100.000

See accompanying notes to the financial statements.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

1. Description of plan

The following description of the Shared Risk Plan for CUPE 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 CUPE Employees of New Brunswick Hospitals was
converted to the Shared Risk Plan for CUPE 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 CUPE Employees of New Brunswick
Hospitals is reported as a continuation of the pre-existing Pension Plan for CUPE 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 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 full-time, part-time and eligible
casual/temporary employees (other than full-time or part-time) who are members of CUPE and
its Council of Hospital Unions, Local 1252.

(b) Plan funding

Contributions are made by the Plan members and the Employer to fund the benefits as
determined under the provisions of the Plan Text 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.

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) / 1,950 hours



Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

1. Description of plan (continued)

Il. For all pensionable service between January 1, 1997 and June 30, 2012:
Pensionable service X 1.4% X best 5 year average earnings at June 30, 2012 up to the
average YMPE
PLUS
Pensionable service X 2.0% X best 5 year average earnings at June 30, 2012 in excess
of the average YMPE

[ll. For all pensionable service prior to January 1, 1997:
Pensionable service X 1.75% X best 5 year average earnings at June 30, 2012 up to the
average YMPE
PLUS
Pensionable service X 2.0% X best 5 year average earnings at June 30, 2012 in excess
of the average YMPE

All benefits (paid or payable) may be adjusted annually by any cost of living increases granted
in accordance with the funding policy.

If a member does not have a spouse (as defined in the Plan text), a member may elect a basic
pension providing a life pension with a guarantee period of 5 years, or an optional form of
pension being a life pension with a guarantee period of 10 years. If a member does have a
spouse, a member may elect a basic pension of a joint life and survivor pension at 60%, or one
of four optional forms of pension being: 1) life pension with a guarantee period of 5 years (with
spousal waiver); 2) life pension with a guarantee period of 10 years (with spousal waiver); 3)
joint life and survivor pension at 75%; 4) joint life and survivor pension at 100%.

Normal retirement age is 65 at which time unreduced pension benefits are available when a
member becomes vested (i.e. attains 5 or more years of continuous employment, 2 or more
years of pensionable service, or 2 or more years of plan membership, including membership in
the Part-Time and Seasonal Pension Plan). Reduced benefits for vested members are
available between age 55 and age 65. A member who elects to take an early retirement will
also receive a temporary bridging benefit payable to age 65 equal to $18 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 is not vested, the benefit payable to the member’s
surviving spouse (or the member’s beneficiary if there is no spouse or the spouse has waived
their entitlement to the benefit) is a refund of the member’s own contributions with accumulated
interest.

If a member dies prior to retirement and is vested, the member’s surviving spouse (or the
member’s beneficiary if there is no spouse or the spouse has waived their entitlement to the
benefit) 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.

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.

FINANCIAL
STATEMENTS
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

1. Description of plan (continued)
(f) Benefits on termination

A member who is not vested and is terminated will receive a refund of the member’s own
contributions with accumulated interest.

A member who is vested, 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). Vested 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
taxes on income.

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 | (International Financial Reporting Standards (IFRS)) or Part Il (Canadian
accounting standards for private enterprises (ASPE)) of the CPA Canada Handbook. The Plan
applies Part Il for such accounts on a consistent basis and to the extent that these standards do
not conflict with the requirements of the accounting standards for pension plans.

(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 financial
statements are prepared to assist 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.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

2. Statement of compliance with Canadian accounting standards for pension plans and
summary of significant accounting policies (continued)

A financial liability is derecognized when it is extinguished, discharged, cancelled or expires.

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 measured at amortized cost and 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.

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 | of
the CPA Canada Handbook. Fair values of investment assets and liabilities are determined as
follows:

1. Short-term instruments are valued at cost plus accrued interest, which approximates
fair value.

2. 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.

3. Equities are valued at close prices. If there is no current close or bid price, the next
most recent available close or bid price will be used as the current price.

4. Pooled funds are valued at the unit value supplied by pricing providers. Where prices
are not available from these pricing providers, they are priced manually on a month-
end or more frequent basis using published sources and external data provided by
external valuation companies which represent the Plan’s proportionate share of
underlying net assets at fair value determined using closing bid prices.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

2. Statement of compliance with Canadian accounting standards for pension plans and
summary of significant accounting policies (continued)

5. Real estate consists of investments in pooled funds. These funds invest in real estate,
participating mortgages and property for development or resale. These investments
are valued at the unit value supplied by the pooled fund administrators which
represents the Plan’s proportionate share of underlying net assets at fair value.

6. Infrastructure consists of an investment in a pooled fund. The investment is valued at
the unit value supplied by the pooled fund administrator which represents the Plan’s
proportionate share of underlying net assets at fair value.

7. Private debt consists of an investment in private debt infrastructure. The investment is
valued at the unit value supplied by the the fund administrator which represents the
Plan’s proportionate share of underlying investment.

8. 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.

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 including changes in the fair value of investment assets and investment
liabilities are 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 rate 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. Carrying value of other receivables approximates their fair value because of
the short term nature of the instruments.

Financial liabilities

Financial liabilities are measured subsequently at amortized cost using the effective interest
rate method. Financial liabilities includes payables and accruals.

(c) Pension contributions

Contributions from members and the employer 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

Based on current accounting standards, the Plan is being accounted for as a defined benefit

plan established for members. It is important to note that there are currently no clear
accounting standards for shared risk plans. The CPA Canada Handbook Accounting
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

2. Statement of compliance with Canadian accounting standards for pension plans and
summary of significant accounting policies (continued)

Standards for Pension Plans (Section 4600) applies to defined benefit or defined contribution
plans, not shared risk plans. The pension obligations recognized in the statement of financial
position are the actuarial present value of accrued pension benefits 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.

(e) Investment income

Income from investments is recognized on an accrual basis and includes dividend income
(recognized on ex-dividend date) and interest income gross of investment manager fees.

Realized and unrealized gains or losses 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.

(f) 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 income.

(g) 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 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.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

2. Statement of compliance with Canadian accounting standards for pension plans and
summary of significant accounting policies (continued)

Pension obligations

An independent actuary estimates the pension obligation using assumptions established by the
actuary, in accordance with Canadian Institute of Actuaries’ standards; however, the actual
outcome may vary due to estimation uncertainties. The estimate of $1,246,100,000 (2023 -
$1,177,100,000) is based on the following demographic assumptions: rates of retirement,
mortality and rates in terminations. The economic assumption used in the estimate is the rate of
return on assets (which is also used as the discount rate).

3. Contributions

2024 2023

Employer contributions
Regular $ 30,707,554 $ 28,352,817
Past service 87,588 1,046
$ 30.795.142 $ 28.353.864

Employee contributions
Regular $ 27,362,994 $ 25,261,658
Past service 15,048 36,233
$ 27.378.042 $ 25,207,891

4. Benefit payments
2024 2023
Retirement benefits $62,397,794 $ 59,662,309
Termination benefits 3,751,147 4,028,902
Survivor benefits 2,787,850 1,955,371
Marriage breakdowns 110,636 28,027
$69.047.427 $ 65.674.609
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

5. Administrative expenses 2024 2023
Investment management $ 2,740,273 $ 2,626,841
Administration 1,683,107 1,643,467
Actuarial and consulting 233,054 255,633
Performance measurement 87,775 85,120
Transaction cost 116,852 47,212
Custodial 60,421 52,514
Legal & regulatory 79,924 32,449
Board of trustees 282,879 253,153
Accounting & audit 45,692 47,377
Compliance reporting 16,595 16,080
HST, net of rebates 521,967 517,962

$ 5868539 § 5577808

6. Related party transactions

The Plan is related to the Province of New Brunswick including its departments, agencies,
school districts, regional health authorities, crown corporations and other crown entities. The
Board of Trustees determines the amounts of contributions to and payments from the Plan.

Investments

As at December 31, 2024, the Plan held approximately $10.2 million of Province of New
Brunswick securities through ownership of pooled funds (2023 — approximately $10.4 million).

7. 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 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.
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Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

7. Funding policy (continued)

The funding policy sets out a primary and two secondary risk management objectives as
follows:
(a) The primary risk management goal is to achieve a 97.5% probability that base benefits
will not be reduced over the following 20 years.
(b) The secondary objectives are:
I. On average provide contingent indexing on base benefits (all members) that
are in excess of 75% of consumer price index (CPI) over the next 20 years.
Il. Achieve at least 75% probability that the ancillary benefits described in the
Plan text conversion can be provided over the next 20 years.

The above risk management objectives are measured using an asset liability model with
future economic scenarios developed using a stochastic process.

The funding policy sets out the decisions to be made by the Board of Trustees. These
decisions are based on the 15-year open group funded ratio calculated as the sum of the
present value of excess contributions plus the market value of the going concern assets
divided by the funding policy liabilities. Depending upon the result, these decisions may
involve either a funding deficit recovery plan or a funding excess utilization plan that will
ensure future changes to contribution rates and benefits are made within the constraints of the
above risk management objectives.

The funding deficit recovery plan is triggered if the open group funded ratio of the Plan falls
below 100% for two successive plan year ends. The summarized actions that must be taken,
in order of priority are:
1. Increase contributions rates up to a maximum of 1.0% of earnings; then
2. Change early retirement rules for post-conversion service for members who are not
yet eligible to retire and receive an immediate pension under the terms of the Plan to a
full actuarial reduction for retirement before age 65; then
3. Change early retirement rules for pre-conversion service for members who are not yet
eligible to retire and receive an immediate pension under the terms of the Plan to a full
actuarial reduction for retirement before age 60; then
4. Reduce base benefit accrual rates for future service after the date of implementation
of the deficit recovery plan by no more than 5%; then
5. Reduce base benefits on a proportionate basis for all members regardless of
membership status for both past and future service in equal proportions.

The above actions are to be taken one by one and when the funding goals under Regulation
2012-75 under the Act are met, no further actions are required at that time.

The funding excess utilization plan is triggered when the open group funded ratio exceeds
105%. If base benefits and/or ancillary benefits have been reduced, all excess available for
utilization must first be used to reinstate those reductions. Afterwards, the following actions are
to be taken in the following order of priority and no action can be taken until the immediately
preceding action in the list below is fully implemented:
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7. Funding policy (continued)

1. Provide indexing of base benefits and accrued benefit bridge up to the full CPI since
the last date where full CPIl was achieved; then

2. Provide further increases in base benefits of members who were not in receipt of a
pension such that the base benefits are upgraded to the final five year average; then

3. Provide a further increase to retired members such that a final average formula is
reasonably replicated for each retired member at their retirement and indexed to full
CPI thereafter subject to any limitation imposed under Income Tax Act.

4. Provide a lump sum payment respecting a reasonable estimate of missed past
increased payments up to the levels of benefits arising out of steps 2 and 3; then,

5. Provide a further increase to benefits of members who were not in receipt of a

pension at the funding policy valuation date that triggered the action up to the rate of

increase in the average wage; then

Establish a reserve to cover the next 10 years of potential contingent indexing; then

Apply a contribution adjustments of up to 2%, then

Improve the normal form of pension for all the members who are not in receipt of

pension; then

9. Improve the bridge pension for all members eligible for a bridge pension whether or
not in pay; then

10. Improve the early retirement rules for service after June 30, 2012, provided that the
Board of Trustees considers life expectancy experience as it develops.

© N

Actions 1 to 5 can be applied with excess funds available when the open group funded ratio
is below 140%. If all improvements from 1 through 5 above have been made and the open
group funded ratio is still in excess of 140%, then actions 6 through 10 can be undertaken in
sequence. After such actions have been undertaken, the Board of Trustees may consider
permanent benefit changes subject to approval from the Province of New Brunswick and
from CUPE and its Council of Hospital Unions, Local 1252, and subject to most members
being able to benefit from the changes.

8. Pension obligations

The present value of accrued pension benefits was 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.

The pension obligations are equal to the present value of benefits earned by members for
services on or before December 31, 2024. 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.

The actuarial assumptions used in the funding policy valuation reflect current economic
conditions and the adoption of the shared risk model under the Act. An actuarial valuation was
performed by TELUS Health as of December 31, 2023 and then extrapolated to December 31,
2024,
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8. Pension obligations (continued)

Significant long-term assumptions used in the extrapolation are:

2024 2023

Interest 5.00% 5.00%

Mortality 2014 Public Sector Mortality 2014 Public Sector Mortality Table
Table (CPM2014Publ) projected (CPM2014Publ) projected with
with Improvement Scale B Improvement Scale B (CPM-B) with
(CPM-B) with size adjustment size adjustment factors of 140% for
factors of 140% for males and males and 125% for females.

125% for females.

The next actuarial valuation for funding purposes, which was not complete as at the date of
this report, is to be performed as of December 31, 2024.

9. Financial instruments

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.

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 to the custodian. The risk of default
is considered minimal, as delivery of securities sold is only made once the custodian has
received payment. Payment is made on a purchase once the securities have been received
by the custodian. The trade will fail if either party fails to meet its obligation.
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9. Financial instruments (continued)

As at December 31, 2024, the Plan invested in debt instruments with the following credit
ratings:

Percentage of value

Debt instrument by credit rating 2024 2023
AAA 18.82% 20.42%
AA 32.15% 16.77%
A 18.51% 32.80%
BBB 12.50% 12.50%
BB 5.99% 5.47%
B 4.72% 517%
CCC 0.48% 0.26%
CC 0.05% -%
Non-rated 6.78% 6.62%

Credit ratings are obtained from Standard & Poor’s, Moody’s, Fitch or Dominion Bond Rating
Services. Where one or more rating is obtained for a security, the lowest rating has been
used. Non-rated debt instruments includes cash and short-term investments.

Management believes that the Plan is not exposed to significant credit risks on its other
receivables.

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, 2024, 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:

Debt instruments by maturity date 2024 2023
Less than 1 year $ 4,042,739 $ 3,401,322
1-5 years 84,914,181 75,732,134
Greater than 5 years 370,472,723 354,869,641
Unclassified 32,947,709 31,279,654

$ 492377352 § 465282751
Sensitivity analysis $ 11894012 $ 11.762.918

In practice actual trading results may differ from the above sensitivity analysis and the
difference could be material.
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9. Financial instruments (continued)
Liquidity risk

Liquidity risk is the risk that the Plan will not be able to meet its obligations as they fall due.
Management believes that cash flows generated from its investment assets and monthly
contributions will be sufficient to cover its normal operating expenditures. The Plan monitors
cash flows to ensure there is sufficient cash on hand to meet forecasted pension benefit
payments, operating expenses and other financial obligations.

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 Plan’s Statement
of Investment Policies and Goals requires a mix of asset classes and diversification that is
intended to mitigate market and price risk. 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 its portfolio managers. Financial
instruments held by the Plan are susceptible to market price risk arising from uncertainties
about future prices of the instruments.

The statement of financial position classifies securities by asset class.

The impact on net assets of the Plan due to a one percent change in the benchmark, with all
other variables held constant as at December 31, 2024 is estimated to be 0.94% or $11.6
million (2023 — 0.96% or $11.1 million). For the purpose of this calculation, historical portfolio
returns were compared to the historical index return of an average asset mix commitment.

The historical results may not be representative of the future results, and accordingly the
impact on net assets could be materially different.

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. In the current year, the Plan mitigated currency
risk through the use of forward foreign exchange currency contracts. Forward foreign
exchange currency contracts are agreements between two parties, traded over the counter
and not on an organized exchange, to purchase or sell currency against another currency at a
future date and price. Forward foreign exchange currency contracts are used to hedge
against changes in foreign exchange rates.
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The Plan is exposed to the following currencies:
2024 2023
Currency Percentage of Currency Percentage of
Exposure ($) Assets (%) Exposure ($) Assets (%)
US dollar 179,312,072 14.65 195,615,729 17.09
Euro 1,780,742 0.15 12,408,903 1.08
Pounds sterling 60,980 0.00 11,244,147 0.98
Japanese yen - - 7,937,645 0.69
Swiss franc - - 4,247,491 0.37
Hong Kong Dollar - - 4,219,716 0.37
Other - - 8,451,868 0.74

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, 2024, if the Canadian dollar strengthened or weakened by one percent in
relation to the respective exchange rates, with all other variables held constant, net assets
would have increased or decreased, respectively, by approximately $1,811,538 (2023 -
$2,441,255).

In practice, actual trading results may differ from the above sensitivity analysis and the
difference could be material.

Fair value disclosure

Investments are classified in a hierarchy of three levels depending on the inputs used to
determine fair value. The hierarchy gives the highest priority to quoted prices in active
markets for identical assets or liabilities and the lowest priority to unobservable inputs used in
determining the fair value. If different levels of inputs are used to measure the fair value of an
investment, the classification is based on the lowest level input used. The three levels of the
fair value hierarchy are as follows:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2 - inputs other than quoted prices included in Level 1 that are observable for the assets
or liabilities, either directly or indirectly; and

Level 3 - inputs for the assets or liabilities that are not based on observable market data.

139



A0 | starements

Shared Risk Plan for CUPE Employees
of New Brunswick Hospitals

Notes to the financial statements
December 31, 2024

9. Financial instruments (continued)

The following fair value hierarchy table presents the Plan’s assets measured at fair value on a
recurring basis as of December 31 (in $ millions):

2024 2023

Total Total

Fair Fair

Level1 Level2 Level3 Value Level1 Level2 Level3 Value

Short Term $ - $ 27 9 -$ 27 9 - $ 14 3 - 14
Fixed income - 459.0 - 459.0 0.5 4324 - 432.9
Canadian equities 59.2 65.9 - 1251 105.2 9.7 - 1149
Foreign equities 67.2 1353 - 2025 1223 73.3 - 195.6
Real estate - - 1649 164.9 - - 1699 169.9
Farmland - - 26.7 26.7 - - - -
Infrastructure - - 186.4 186.4 - - 1720 172.0
Private Debt - - 44.8 44.8 - - 453 453
Derivatives - - - - - 0.8 - 0.8
Total $1264 $6629 $422.8 $1.212.1 $2280 $517.6 $387.2$1.132.8

A reconciliation of the changes during the year for those investments that are measured at
fair value using level 3 input are as follows:

2024 2023
Balance beginning of year $ 387,153,790 $ 384,233,991
Purchases 25,911,988 9,044,815
Distributions (8,601,802) (12,896,048)
Investment income 8,601,802 7,777,758
Sales (2,673,147) -
Realized gains 115,481 -
Change in unrealized gains (losses) 12,273,610 (1,006,726)
Balance end of year $ 422,781,722 $ 387.153.790

There are seven investments classified as level 3:

(1) A limited partnership interest in a fund investing in Canadian real estate with a market
value of $108.9 million (2023 - $113.7 million). This is an open-end fund with no active market
for its units and no published net asset value as of December 31, 2024, and is therefore
classified as a level 3 investment in the fair value hierarchy.

(2) A limited partnership interest in a fund investing in global infrastructure assets with a
market value of $186.4 million (2023 - $172.0 million). This is an open-end fund with no active
market for its units and no published net asset value as of December 31, 2024, and is
therefore classified as a level 3 investment in the fair value hierarchy.

(3) A limited partnership interest in a fund investing in global real estate with a market value of
$56.0 million (2023 - $56.2 million). This is an open-end fund with no active market for its units
and no published net asset value as of December 31, 2024, and is therefore classified as a
level 3 investment in the fair value hierarchy.
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9. Financial instruments (continued)

(4) A limited partnership interest in a fund investing in private debt infrastructure investments
with a market value of $14.6 million (2023 - $15.4 million). This is an open-end fund with no
active market for its units and no published net asset value as of December 31, 2024, and is
therefore classified as a level 3 investment in the fair value hierarchy.

(5) A mortgage fund investing in Canadian commercial real estate mortgages with a market
value of $30.3 million (2023 — $29.9 million). This is an open-end fund with no active market
for its units and no published net asset value as of December 31, 2024, and is therefore
classified as a level 3 investment in the fair value hierarchy.

(6) A limited partnership investing in Canadian farmland with a market value of $13.8 million
(2023 — $nil). This is an open-end fund with no active market for its units and no published net
asset value as of December 31, 2024, and is therefore classified as a level 3 investment in the
fair value hierarchy.

(7) A limited partnership investing in US farmland with a market value of $12.9 million (2023 —
$nil). This is an open-end fund with no active market for its units and no published net asset
value as of December 31, 2024, and is therefore classified as a level 3 investment in the fair
value hierarchy.

10. 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.

The overall objectives in investing the assets of the Plan are to preserve and enhance the
value of capital through adequate diversification in high quality investments and achieve the
highest investment return that can be obtained with the assumption of an acceptable degree of
risk.

The Plan’s investment in equities must be well diversified across industry sectors and
capitalization ranges. Investments in domestic bonds must be diversified by sector and
subject to minimum quality constraints. Global fixed income investments must be well
diversified across industry sectors, geographical areas and capitalization ranges and also
adhering to minimum quality constraints.

The SIP&G’s investment guidelines outline that the Plan’s assets shall be invested in fixed
income, equity, real estate, infrastructure and private debt infrastructure securities in such
proportions as may be established from time to time by the Trustees. The target weights for
how portfolio will be invested is as follows: 21.75% Canada long bonds, 7.75% Canada
universe bonds, 5% U.S. high yield bonds, 5% global government bonds, 5% private debt,
10% Canadian equity, 15% foreign equity, 10% Canadian real estate, 5% global real estate,
12.5% infrastructure, 2.50% farmland and 0.5% cash and cash equivalents.

As of December 31, 2024, the plan holdings were invested in accordance with the asset mix in
the SIP&G.
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11. Commitments

The plan has unfunded commitments as at December 31, 2024 in the amount of $2,966,842
related to investments in limited partnerships which invest in private debt infrastructure
investments and farmland (2023 - $971,582).

12. Indemnification

Pursuant to the Agreement and Declaration of Trust, the Plan provides a first lien and charge
against the assets of the Plan as indemnification to the Board of Trustees against any liability
incurred, including defence costs. The Plan may be required to compensate these individuals
in the event of a claim being made against them. The contingent nature of these
indemnification obligations prevents the Plan from making a reasonable estimate of the
maximum potential payments that may be required. The Plan has not received any claims or
made any payments pursuant to such indemnifications.

13. Comparative figures

Certain figures for the comparative year have been reclassified to conform with the current
presentation.
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APPENDIX B: SUMMARY OF PLAN VALUATION

The funding policy valuation compares the fair market value of the Plan’s assets to the Plan’s
liabilities. The Plan’s liabilities are based on the benefits earned as at the valuation date,
assuming the Plan continues indefinitely.

Funding Policy Valuation December 31,  December 31,
2024 2023

S in millions S in millions

Market Value of Net Assets 1,234.5 1,154.9

Funding Policy Actuarial Liabilities

Active Members 315.0 299.5

Retirees and Survivors 716.7 6724

Deferred Vested, Suspended Members, and 218.0 203.0

Outstanding Refunds

Total Funding Policy Actuarial Liabilities 1,249.7 1,174.9
Funding Policy Valuation Excess (Unfunded Liability) (15.2) (20.0)
Termination Value Funded Ratio 98.8% 98.3%

On December 31, 2024 the funding policy unfunded liability was $15.2 million as a result of
the following:

Changes in Funding Policy Valuation Unfunded Liability $ in millions

Investment return on actuarial value of assets was higher than assumed 35.8
Total contributions exceeded normal cost 29.7
Cost of indexing and other Funding Policy steps provided on January 1, (53.9)
2025

Various other increases and decreases (6.8)
Change in Funding Policy Valuation Unfunded Liability 4.8

from December 31, 2023 to December 31, 2024
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Open Group Funded Ratio

The open group funded ratio compares the fair market value of the Plan’s assets, plus the present value of
excess contributions over the next 15 years, to the Plan’s liabilities. This is an important ratio as it is used to
determine the actions, such as granting indexing, to be taken by the Board under the Plan’s Funding Policy.

The excess contributions for the year following the valuation date are as follows:

Excess Contributions $ in millions
Funding Policy Valuation Normal Cost 32.1
Contributions
Members 29.5
Employers 33.0
Total Contributions 62.5
Excess Contributions for the Year 2024 30.4

The present value of the above excess contributions for the 15-year period following December 31, 2024
are equal to $377.5 million and are used in the calculation of the Open Group Funded Ratio.

Open Group Funded Ratio December 31, 2024
S in millions
Market Value of Net Assets 1,234.5
Present Value of Excess Contributions Over Next 15 Years 3775
Total Assets Including the Present Value of 1,612.0
Excess Contributions
Funding Policy Actuarial Liabilities 1,249.7
Open Group Funded Ratio 129.0%

December 31, 2023
S in millions

1,154.9
336.1
1,491.0

1,174.9
126.9%

The Plan is in a position to provide benefit improvements, such as a cost of living adjustment (COLA),
when the open group funded ratio exceeds 105% and the primary risk management test is met. When this
occurs, the Board can use up to 1/5™ of the excess that exists between a ratio of 105% and 140% (as of the
December 31, 2024 Actuarial Valuation Report) in addition to 100% of any excess that exists above a ratio

of 140% to grant benefit improvements found under the Funding Policy such as COLA.

With the open group funded ratio at 129.0% as at December 31, 2024, the Plan was in a position to award a
cost of living adjustment (COLA) of 5.12% to Plan members. This COLA will be applied on January 1, 2026.
It represents the maximum that can be awarded by the Board which is equal to the increase in the average
of the Consumer Price Index (Canada) for the 12-month period ending the preceding June.

The Plan must be in a deficit position (which would be the case if the open group funded ratio was less than
100%) for two consecutive years before any corrective action (such as a contribution increase or a benefit

reduction) is required under the Plan’s Funding Policy.

For a copy of the full report, visit


http://cupeh.ca

