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INDEPENDENT AUDITORS' REPORT 

To the Administrator of the Ontario Northland Transportation Commission  
Contributory Pension Plan 

We have audited the accompanying financial statements of the Ontario Northland Transportation 
Commission Contributory Pension Plan, which comprise the statement of net assets available for 
benefits as at December 31, 2012, the statement of changes in net assets available for benefits 
for the year then ended, and notes, comprising a summary of significant accounting policies and 
other explanatory information.  The financial statements have been prepared by management 
based on the financial reporting provisions of Section 76 of the Regulations to the Pension 
Benefits Act (Ontario). 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the financial reporting provisions of Section 76 of the Regulations to the 
Pension Benefits Act (Ontario), and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit.  We 
conducted our audit in accordance with Canadian generally accepted auditing standards.  Those 
standards require that we comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on our judgment, 
including the assessment of the risks of material misstatement of the financial statements, 
whether due to fraud or error.  In making those risk assessments, we consider internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

 



 

  

 

Opinion  

In our opinion, the financial statements present fairly, in all material respects, the net assets 
available for benefits of the Ontario Northland Transportation Commission Contributory Pension 
Plan as at December 31, 2012, and its change in net assets available for benefits for the year 
then ended in accordance with the financial reporting provisions of Section 76 of the Regulations 
to the Pension Benefits Act (Ontario). 

Basis of Accounting and Restriction on Use 

Without modifying our opinion, we draw attention to note 2(a) to the financial statements, which 
describes the basis of accounting.  The financial statements are prepared to assist the 
Administrator of the Ontario Northland Transportation Commission Contributory Pension Plan to 
meet the requirements of the Financial Services Commission of Ontario.  As a result, the financial 
statements may not be suitable for another purpose.  Our report is intended solely for the 
Administrator of the Ontario Northland Transportation Commission Contributory Pension Plan and 
the Financial Services Commission of Ontario and should not be used by parties other than the 
Administrator of the Ontario Northland Transportation Commission Contributory Pension Plan or 
the Financial Services Commission of Ontario. 
 

 
 

Chartered Accountants, Licensed Public Accountants 
 

July 18, 2013 

Sudbury, Canada 
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ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Statement of Net Assets Available for Benefits 
 
December 31, 2012, with comparative information for 2011 
 

  2012 2011 
 
 

Assets 
 
Cash  $ (28,128) $ 44,126 
Accrued investment income 2,052,385 2,291,589 
Contributions receivable: 

Employee 241,846 267,531 
Employer 241,846 468,180 

 
Investments (note 4): 

Short-term notes and treasury bills 1,955,203  5,463,203 
Canadian bonds 261,382,954 270,613,833 
Canadian equities 107,647,610 92,896,049 
Foreign equities 42,865,100 43,575,662 
EAFE pooled funds 42,944,106 36,446,638 
Real estate 9,200,000 8,100,000 
Total investments 465,994,973 457,095,385 

 
Total assets 468,502,922 460,166,811 
 

Liabilities 
 
Accounts payable and accrued liabilities 216,826 202,043 
 
Net assets available for benefits $ 468,286,096 $ 459,964,768 
 

See accompanying notes to financial statements. 

  

On behalf of the Administrator: 
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ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Statement of Changes in Net Assets Available for Benefits 
 
Year ended December 31, 2012, with comparative information for 2011 
 

  2012 2011 
 
 
Increase in net assets: 
 Investment income (note 5) $ 16,328,691  $ 15,777,618  
 Change in fair value: 
  Net realized gain on sale of investments 2,706,630 1,153,579 
  Change in net unrealized gains (losses) 13,746,936 (5,320,871) 
 Employer contributions: 
  Current service 2,811,528 3,000,601 
  Special  1,988,416 26,107,039 
 Employee contributions: 
  Required 2,800,824 3,266,276 
  Past service 67,978 24,123 

  40,451,003 44,008,365 
 
Decrease in net assets: 
 Benefit payments 29,710,674 28,620,326 
 Transfer to other pension plans 1,063,192 701,186 
 Administrative expenses (note 6) 1,355,809 1,200,393 

  32,129,675 30,521,905 
 
Increase in net assets 8,321,328 13,486,460 
 
Net assets available for benefits, beginning of year 459,964,768 446,478,308 
 
Net assets available for benefits, end of year $ 468,286,096 $ 459,964,768 
 

See accompanying notes to financial statements. 

 

 

 

 
 



ONTARIO NORTHLAND TRANSPORTATION  
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements 
 
Year ended December 31, 2012 
 
 
 

3 

1. Description of the Plan: 

The Ontario Northland Transportation Commission Contributory Pension Plan (the "Plan") is a 
registered pension plan in the Province of Ontario under registration number 0355164.  The Plan 
is a contributory defined benefit plan and provides pension benefits to eligible employees of the 
Ontario Northland Transportation Commission (the “Commission”). Eligible employees contribute 
4.2% of their earnings between the Year’s Basic Exemption and the Year’s Maximum 
Pensionable earnings, as define plus 6% of all other earnings.  Members may receive a 
retirement benefit of 2% of the members highest 4 years of consecutive earnings times the 
number of months of pensionable service (maximum of 35 years) less .5% of the members 
highest average CPP earnings times the number of years of service (maximum 35 years).  An 
undiscounted retirement benefit is payable if the member is 55 years of age or older and the total 
of the member’s age and years of service totals 85; if the member has attained the age of 60 and 
has 20 years of service or if the member has more than 35 years of service.  The retirement 
benefit is reduced by 3% for each year of early retirement prior to the age of 65.  The pension 
benefit is payable for a member’s lifetime.  Upon death of the member, the spouse or dependent 
children of the member are entitled to 66.67% of the member’s retirement benefit until the death 
of the spouse or until each child attains the age of 18.  

 

2. Basis of preparation: 

 (a) Basis of presentation: 

As permitted under Section 76 of the Regulations to the Pension Benefits Act (Ontario), the 
Plan may prepare financial statements in accordance with Canadian accounting standards for 
pension plans or prepare fund financial statements in accordance with Canadian accounting 
standards for pension plans excluding pension obligations and any resulting surplus or deficit. 

The Plan has prepared these fund financial statements in accordance with Canadian 
accounting standards for pension plans excluding pension obligations and any resulting 
surplus or deficit. 

 
  



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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2. Basis of preparation (continued): 

(a) Basis of presentation (continued): 

In selecting or changing accounting policies that do not relate to its investment portfolio or 
pension obligations, Canadian accounting standards for pension plans require the Plan to 
comply (on a consistent basis) with either International Financial Reporting Standards 
("IFRS") in Part I of The Canadian Institute of Chartered Accountants' ("CICA") Handbook - 
Accounting or Canadian accounting standards for private enterprises in Part II of the CICA 
Handbook - Accounting.  The Plan has chosen to comply on a consistent basis with IFRS. 

These fund financial statements have been prepared to assist the Administrator of the 
Ontario Northland Transportation Commission Contributory Pension Plan in meeting the 
requirements of the Financial Services Commission of Ontario.  As a result, these financial 
statements may not be suitable for another purpose.   

These fund financial statements of the Plan do not purport to show the adequacy of the 
Plan's assets to meet its pension obligation.  Such an assessment requires additional 
information, such as the Plan's actuarial reports and information about the Company's 
financial health. 

(b) Basis of measurement: 

The financial statements have been prepared on the historical cost basis, except for 
investments and derivative financial instruments which are measured at fair value through the 
statement of changes in net assets available for benefits. 

(c) Functional and presentation currency: 

These financial statements are presented in Canadian dollars, which is the Plan's functional 
currency.   

The preparation of the financial statements in conformity with Canadian accounting standards 
for pension plans and IFRS requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and the reported amounts of 
assets and liabilities at the date of the statement of net assets available for benefits and the 
reported amounts of changes in net assets available for benefits during the year.  Actual 
results may differ from those estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognized in the period in which the estimates are revised and in 
any future years affected. 

 
  



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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3. Significant accounting policies: 

(a) Foreign currency: 

Transactions in foreign currencies are translated into Canadian dollars at the exchange rate 
at the dates of the transactions.  Monetary assets and liabilities denominated in foreign 
currencies at the reporting date are retranslated into Canadian dollars at the exchange rate at 
that date. 

Foreign currency differences arising on retranslation are recognized in the statement of 
changes in net assets available for benefits as a change in net unrealized gains. 

(b) Income recognition: 

Investment income is recorded on an accrual basis and includes interest income, dividends 
and other income. 

(c) Financial assets and financial liabilities: 

(i) Non-derivative financial assets: 

Financial assets are recognized initially on the trade date, which is the date that the Plan 
becomes a party to the contractual provisions of the instrument.  Upon initial recognition, 
attributable transaction costs are recognized in the statement of changes in net assets 
available for benefits as incurred. 

The Plan measures all of its investments at fair value through the statement of changes 
in net assets available for benefits. 

All other non-derivative financial assets including contributions receivable are measured 
at amortized cost. 

The Plan derecognizes a financial asset when the contractual rights to the cash flows 
from the asset expire, or it transfers the rights to receive the contractual cash flows in a 
transaction in which substantially all the risks and rewards of ownership of the financial 
asset are transferred or in which the Plan neither transfers nor retains substantially all the 
risks and rewards of ownership and does not retain control of the financial asset. 

On derecognition of a financial asset, the difference between the carrying amount of the 
asset and consideration received is recognized in the statement of changes in net assets 
available for benefits as a net realized gain on sale of investments. 

 
  



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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3. Significant accounting policies (continued): 

(c) Financial assets and financial liabilities (continued): 

(ii) Non-derivative financial liabilities: 

All financial liabilities are recognized initially on the trade date at which the Plan becomes 

a party to the contractual provisions of the instrument. 

The Plan derecognizes a financial liability when its contractual obligations are 

discharged, cancelled or expired. 

Financial assets and liabilities are offset and the net amount presented in the statement 

of net assets available for benefits when, and only when, the Plan has a legal right to 

offset the amounts and it intends either to settle on a net basis or to realize the asset and 

settle the liability simultaneously. 

The Plan considers its accounts payable and accrued liabilities to be a non-derivative 

financial liability. 

(iii) Derivative financial instruments: 

Derivative financial instruments are recognized initially at fair value and attributable 

transaction costs are recognized in the statement of changes in net assets available for 

benefits as incurred.  Subsequent to initial recognition, derivatives are measured at fair 

value, and all changes are recognized immediately in the statement of changes in net 

assets available for benefits. 

(d) Fair value measurement: 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 

knowledgeable, willing parties in an arm's length transaction on the measurement date. 

In determining fair value, the Plan has early adopted the guidance in IFRS 13, Fair Value 

Measurement ("IFRS 13"), in Part I of the CICA Handbook.  As allowed under IFRS 13, if an 

asset or a liability measured at fair value has a bid and an ask price, the price within the bid-

ask spread that is the most representative of fair value in the circumstances shall be used to 

measure fair value.  The Plan uses closing market price as a practical expedient for fair value 

measurement. 

 
  



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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3. Significant accounting policies (continued): 

(d) Fair value measurement (continued): 

When available, the Plan measures the fair value of an instrument using quoted prices in an 

active market for that instrument.  A market is regarded as active if quoted prices are readily 

and regularly available and represent actual and regularly occurring market transactions on 

an arm's length basis. 

If a market for a financial instrument is not active, then the Plan establishes fair value using a 
valuation technique.  Valuation techniques include using recent arm's length transactions 
between knowledgeable, willing parties (if available), reference to the current fair value of 
other instruments that are substantially the same, discounted cash flow analyses and option 
pricing models.   

The best evidence of the fair value of a financial instrument at initial recognition is the 
transaction price, i.e. the fair value of the consideration given or received, unless the fair 
value of that instrument is evidenced by comparison with other observable current market 
transactions in the same instrument or based on a valuation technique whose variables 
include only data from observable markets.  When transaction price provides the best 
evidence of fair value at initial recognition, the financial instrument is initially measured at the 
transaction price and any difference between this price and the value initially obtained from a 
valuation model is subsequently recognized in profit or loss on an appropriate basis over the 
life of the instrument but not later than when the valuation is supported wholly by observable 
market data or the transaction is closed out. 

All changes in fair value, other than interest and dividend income and expense, are 
recognized in the statement of changes in net assets available for benefits as part of the 
change in net unrealized gains. 

Fair values of investments are determined as follows: 

Bonds and equities are valued at year-end quoted closing prices where available.  Where 
quoted prices are not available, estimated fair values are calculated using comparable 
securities. 

Cash and short-term investments maturing within a year are stated at cost, which together 
with accrued interest income approximates fair value given the short-term nature of these 
investments. 

Pooled funds are valued at the unit values supplied by the pooled fund administrator, which 
represent the Plan’s proportionate share of underlying net assets available for benefits at fair 
values determined using closing market prices. 

Real estate values are determined using independent appraisals.  Appraisals are obtained tri-
annually. 



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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3. Significant accounting policies (continued): 

(e) Net realized gain on sale of investments: 

The net realized gain on sale of investments is the difference between proceeds received and 
the average cost of investments sold. 

(f) Income taxes: 

The Plan is a registered pension plan, as defined by the Income Tax Act (Canada) and, 
accordingly, is not subject to income taxes. 

 

4. Investments: 

The following table summarizes investments at cost: 
 

  2012 2011 
 

Short-term notes and treasury bills $ 1,955,203 $ 5,463,203 
Canadian bonds 230,203,448 235,851,502 
Canadian equities 94,998,831 89,585,213 
Foreign equities 36,015,271  37,537,227 
EAFE pooled funds 56,244,083 55,827,038 
Real estate 9,603,626 9,603,626 
 

  $ 429,020,462 $ 433,867,809 
 

5. Investment income: 

 

 2012 2011 
 

Cash and short-term notes and treasury bills $ 26,121 $ 27,733 
Canadian bonds 11,264,367 11,402,929 
Canadian equities 3,736,611 3,151,690 
Foreign equities 787,006 767,375 
Real estate 514,586 427,891 
 

 $ 16,328,691 $ 15,777,618 
 

  



ONTARIO NORTHLAND TRANSPORTATION 
COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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6. Administrative expenses: 

 

  2012 2011 
 

Investment management fees $ 848,375 $ 856,548 
Actuarial and professional fees 145,835 136,010 
Administrative fee 139,170 140,035 
Software 222,429 67,800 
 

  $ 1,355,809 $ 1,200,393 

 

7. Related party transactions: 

The Company provides certain administrative services to the Plan.  The cost to the Plan for these 
services during the year ended December 31, 2012 approximated $139,170 (2011 - $140,035), 
which is included in administrative expenses in the statement of changes in net assets available 
for benefits. 

The Plan defines its key management personnel as the Commission’s Commissioners and other 
members of senior executives responsible for planning, controlling and directing the activities of 
the Plan.  The Plan has not paid for services provided by key management personnel. 

 

8. Statutory disclosure: 

The following information is provided in respect of individual investments with a cost or fair value 

in excess of 1% of the cost or fair value of the Plan, as required by the Regulation to the Pension 

Benefits Act (Ontario): 

(a) Pooled funds: 

 
 Nature of 

Fund name Fund operator investments held Fair value 
 

 Greystone 
 Management 
EAFE Plus Pooled Fund Investments Inc. Foreign equity $ 42,944,106 
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COMMISSION CONTRIBUTORY PENSION PLAN 

Notes to Financial Statements (continued) 
 
Year ended December 31, 2012 
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8. Statutory disclosure (continued): 

(b) Equities: 

 

  Fair Value  Cost 
 

Canadian Equities:  Energy 
Suncor Energy Inc. $ 5,409,580 $ 5,907,965 
Endbridge Inc.  4,302,000  3,998,852 

 
Canadian Equities:  Financial services 
 Bank of Montreal 5,423,843 5,357,119 
 Bank of Nova Scotia 6,276,930 3,462,461 
 Toronto-Dominion Bank 8,591,912 7,376,719 
 

 $ 30,004,265 $ 26,103,116 
 

(c) Bonds: 

 

  Fair Value  Cost 
 

Canadian Bonds:  Government 
 PSP Capital Inc. $ 5,173,425 $ 5,183,000 
 Government of Canada 8,941,312 7,196,762 
 Government of Canada 9,033,647 7,609,338 
 Government of Canada 4,942,235 4,034,679 
 
Canadian Bonds:  Provincials 
 Province of Ontario 5,288,251 4,767,403 
 Province of British Columbia 5,201,436 4,369,912 
 Province of Saskatchewan 6,686,608 5,727,299 
 Province of Quebec 4,854,429 7,080,532 
 Province of Quebec 5,793,796 4,844,452 
 

 $ 55,915,139 $ 50,813,377 
 

(d) Real estate: 

 

Property Fair value Cost Date appraised 
 

Ontario Northland Apartment 
North Bay, ON $ 9,200,000 $ 9,603,626 2012 
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9. Capital risk management: 

The main objective of the Plan is to sustain a certain level of net assets available for benefits in 
order to meet the pension obligations of the Company, which are not presented or discussed in 
these specified-purpose financial statements.  The Plan fulfils its primary objective by adhering to 
specific investment policies outlined in its Statement of Investment Policies and Procedures 
(the "SIPP"), which is reviewed annually by the Company.  The Plan manages net assets 
available for benefits by engaging knowledgeable investment managers who are charged with the 
responsibility of investing existing funds and new funds (current year's employee and employer 
contributions) in accordance with the approved SIPP.  Increases in net assets available for 
benefits are a direct result of investment income generated by investments held by the Plan and 
contributions into the Plan by eligible employees and by the Company.  The main use of net 
assets available for benefits is for benefit payments to eligible Plan members.  The Plan is 
required to file financial statements with the Financial Services Commission of Ontario. 

 

10. Financial instruments: 

(a) Fair values: 

The fair values of investments are as described in notes 3(d) and 9, respectively.  The fair 
values of other financial assets and liabilities, being cash, accrued investment income, 
contributions receivable, and accounts payable and accrued liabilities, approximate their 
carrying values due to the short-term nature of these financial instruments. 

Fair value measurements recognized in the statement of net assets available for benefits are 
categorized using a fair value hierarchy that reflects the significance of inputs used in 
determining the fair values. 

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

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

 Level 3 - inputs for assets and liabilities that are not based on observable market data. 
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10. Financial instruments (continued): 

(a) Fair values (continued): 

The following table illustrates the classification of the Plan's financial instruments using the 

fair value hierarchy as at December 31: 

 
2012 Level 1 Level 2 Level 3 Total 
 

Cash and short-term  
investments $ –     $ 1,955,202 $ –    $ 1,955,202 

Canadian bonds –     261,542,915 –    261,542,915 
Canadian equities 107,487,649 –    --    107,487,649 
Foreign equities 42,865,101 –    –    42,865,101 
Pooled funds –    42,944,106 –    42,944,106 
Real estate –    –    9,200,000 9,200,000 
 
 $ 150,352,750 $ 306,442,223 $ 9,200,000 $ 465,994,973 
 

 
2011 Level 1 Level 2 Level 3 Total 
 

Cash and short-term  
investments $ –    $ 5,463,203 $ –    $ 5,463,203 

Canadian bonds –    270,613,833 –    270,613,833 
Canadian equities 92,856,588 –    39,461 92,896,049 
Foreign equities 43,575,662 –    –    43,575,662 
Pooled funds –    36,446,638 –    36,446,638 
Real estate –    –    8,100,000 8,100,000 
 
 $ 136,432,250 $ 312,523,674 $ 8,139,461 $ 457,095,385 
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10. Financial instruments (continued): 

(a) Fair values (continued): 

The following table reconciles the Plan’s Level 3 fair value measurements from December 31, 

2011 to December 31, 2012: 

 
  Canadian Real 
2012  Equities Estate Total 
 

Balance, beginning of year   $ 39,461 $ 8,100,000 $ 8,139,461  
Purchases/appraisal  –    1,100,000 1,100,000 
Sales  (39,461) –    (39,461) 
 

   $ –    $ 9,200,000 $ 9,200,000 
 

 

  Canadian Real 
2011   Equities Estate Total 
 

Balance, beginning of year   $ –    $ 8,100,000 $ 8,100,000 
Purchases/appraisal  39,461 –    39,461 
 

   $ 39,461 $ 8,100,000 $ 8,139,461 
 

(b) Associated risks: 

(i) Market price risk: 

Market price risk is the risk that the value of an instrument will fluctuate as a result of 
changes in market prices, whether those changes are caused by factors specific to an 
individual investment, its issuer or all factors affecting all instruments traded in the 
market.  As all of the Plan's financial instruments are carried at fair value with fair value 
changes recognized in the statement of changes in net assets available for benefits, all 
changes in market conditions will directly result in an increase (decrease) in net assets 
available for benefits.  Market price risk is managed by the Plan through construction of a 
diversified portfolio of instruments traded on various markets and across various 
industries.   

The Plan's investments in equities are also sensitive to market fluctuations.  An 
immediate hypothetical decline of 10% in equity values will impact the Plan's equity 
investments by an approximate loss of $19,330,000 (2011 - $17,292,000).  
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10. Financial instruments (continued): 

(b) Associated risks (continued): 

(ii) Liquidity risk: 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. 

Over 99% of the Plan's investments are in liquid securities traded in public markets.  
These include substantially all equity, which is over 41% of the Plan's assets and is all 
exchange-traded, and Canadian fixed income portfolios.  Although market events could 
lead to some investments becoming illiquid, the diversity of the Plan's portfolios should 
ensure that liquidity is available for benefit payments.  The Plan also maintains cash on 
hand for liquidity purposes and to pay accounts payable and accrued liabilities.  At 
December 31, 2012, the Plan had cash in the amount of $(28,128) (2011 - $44,125). 
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10. Financial instruments (continued): 

The following table summarizes the contractual maturities of all financial assets at December 31 by the earlier of contractual repricing or 
maturity dates: 
 
        2012 2011 2012 2011 

  Floating-  Contractual repricing date for fixed-rate instruments  Average Average 

  rate Within 1 to 5 5 to 10 Over No specific   effective effective 

  instruments 1 year years years 10 years maturity Total Total yield yield 

 

Cash and short-term  
investments $ – $ 1,955,203 $ – $ – $ – $ –    $ 1,955,203 $ 5,463,203 1.35% .21% 

Canadian bonds – 5,439,554 51,504,288 31,401,262 173,037,850 –    261,382,954 270,613,833 2.92% 2.96% 

Canadian equities – – – – – 107,647,610 107,647,610 92,896,049 – – 

EAFE pooled funds – – – – – 42,944,106 42,944,106 36,446,638 – – 

Foreign equities – – – – – 42,865,100 42,865,100 43,575,662 – – 

Real estate – – – – – 9,200,000 9,200,000 8,100,000 – – 
 

  $ – $ 7,394,757 $ 51,504,288 $ 31,401,262 $173,037,850 $ 202,656,816 $ 465,994,973 $ 457,095,385 
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10. Financial instruments (continued): 

(b) Associated risks (continued): 

(iii) Foreign currency risk: 

Foreign currency risk is the risk that the value or future cash flows of a financial 
instrument will fluctuate because of changes in foreign exchange rates.  The Plan 
primarily invests in financial instruments and enters into transactions denominated in 
various foreign currencies, other than its measurement currency.  Consequently, the Plan 
is exposed to risk that the exchange rates of the various currencies may change in a 
manner that has an adverse effect on the value of the portion of the Plan's assets or 
liabilities denominated in currencies other than the Canadian dollar.  Foreign currency 
risk is hedged by using foreign exchange forward contracts.   

At December 31, 2012, if the exchange rate between the Canadian dollar and the United 
States dollar decreased by 10%, with all other variables held constant, net assets 
available for benefits would have increased by approximately $4,413,000 (2011 - 
$4,874,000).  A 10% increase in the exchange rate, would have resulted in a decrease in 
net assets available for benefits by approximately $2,937,000 (2011 - $3,988,000).  In 
practice actual results may differ from this sensitivity analysis and the difference could be 
material. 

(iv) Credit risk: 

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a 
commitment that it has entered into with the Plan.   

The Plan's fixed income investments are primarily in Canadian-issued instruments and 
are diversified among federal, provincial, corporate and other issuers.  In order to 
minimize the exposure to credit risk, a comprehensive investment policy has been 
developed.  There were no significant concentrations of credit risk in the portfolio in either 
2012 or 2011.  The maximum credit risk exposure as at December 31, 2012 is 
$266,034,000 (2011 - $279,104,336), comprised of accrued investment income and 
contributions receivable of $2,536,077 (2011 - $3,027,300) and short-term investments 
and Canadian bonds of $263,498,118 (2011 - $276,077,036).  
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10. Financial instruments (continued): 

(b) Associated risks (continued): 

(iv) Credit risk (continued): 

The breakdown of the total fixed income securities portfolio by credit rating as at 
December 31, 2012 is: 

 
 2012  2011  
  Percentage  Percentage 
Credit rating Fair value of portfolio Fair value of portfolio 

 

AAA $ 102,701,881  39 $ 110,189,924  40 
AA 68,467,921 26 70,213,452 25 
A 73,734,684 28 86,517,714 31 
BBB 18,433,672 7 9,155,946 4 
 

 $ 263,338,158  100 $ 276,077,036  100 
 

(v) Interest rate risk: 

Interest rate risk is the risk that the market value of the Plan's investments will fluctuate 
due to changes in market interest rates.  To properly manage the Plan's interest rate risk, 
appropriate guidelines on the weighting and duration for the bonds and other fixed 
income investments are set and monitored.  The Plan's investments in fixed income are 
sensitive to interest rate movements.  An immediate hypothetical 100 basis point or 1% 
increase in interest rates, with all other variables held constant, would impact fixed 
income investments by an estimated loss of $8,338,116 (2011 - $27,088,000). 

 


