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LONG TERM DISABILITY TRUST
STATEMENT OF ADMINISTRATIVE RESPONSIBILITY FOR FINANCIAL STATEMENTS

The University of Victoria is responsible for the preparation of the financial statements of the Long
Term Disability Trust. The statements have been prepared in accordance with Canadian accounting
standards for pension plans and present fairly the financial position of the Long Term

Disability Trust as at March 31, 2021 and the results of its operations for the year then ended.

In fulfilling its responsibility and recognizing the limits inherent in all systems, the University's
Administration has developed and maintains a system of internal controls designed to provide
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Independent Auditors’ Report

To the Board of Trustees of the Long Term Disability Trust

Opinion
We have audited the financial statements of the Long Term Disability Trust (“The Trust”), which

comprise the statement of financial position as at March 31, 2021, and the statements of changes in
net assets available for benefits and changes in accrued benefit obligations for the year then ended,

Audit | Tax | Advisory
© Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd

3









LONG TERM DISABILITY TRUST

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

For the Year ended March 31, 2021

Net return on investments
Interest income $
Realized gains
Unrealized (losses) gains

Contributions

Employee contributions

Total increase in assets

Payments to or on behalf of members
Benefit carrier claims

Operating expenses
Actuarial fees
Audit expense
Benefit carrier administration fees
Custodial fees
Interest expense
Investment management fees
Financial administration fees (note 8)
Total operating expenses
Total decrease in assets
Increase in net assets available for benefits, before taxes
Income taxes (note 7)
Increase in net assets available for benefits

Net assets available for benefits, beginning of year

Net assets available for benefits, end of year $

2021

611,091
937,412

(465,524)
1,082,979

4,463,648

5,546,627

2,615,657

33,600
10,372
81,911
4,800
1,156
53,649
1,000

186,488

2,802,145

2,744,482

566,087

2,178,395

18,774,050

20,952,445

See accompanying notes to the financial statements
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$

$

2020

517,186
155,205
107,943

780,334

4,303,338

5,083,672

2,692,840

7,700
9,923
85,794
4,864
864
44,947
1,000

155,092

2,847,932

2,235,740

228,296

2,007,444

16,766,606

18,774,050



STATEMENT OF CHANGES IN ACCRUED BENEFIT OBLIGATIONS

Experience gains
Current service cost

Interest cost
Benefit paid

LONG TERM DISABILITY TRUST

For the Year ended March 31, 2021

Beginning balance, accrued benefit obligation

Ending balance, accrued benefit obligation

See accompanying notes to the financial statements
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$

2021

18,720,159

(2,452,000)
7,008,000
261,000

(2,139,000)

2,678,000

21,398,159

$

2020

18,387,159

(4,888,000)
7,346,000
360,000
(2,485,000)

333,000

18,720,159




1. Description of Plan

The following is a summary of the Long Term Disability Trust (the Trust).

a) General
The Trust was established in July 2007 to administer a self-funded long term



LONG TERM DISABILITY TRUST
NOTES TO FINANCIAL STATEMENTS
March 31, 2021

Significant Accounting Policies

The financial statements have been prepared in accordance with Canadian accounting standards for
pension plans.

Accounting standards for pension plans apply to all pension plans as well as benefit plans with

characteristics similar to pension plans (such as long term disability plans) and require entities to select
accounting policies for accounts that do not relate to its investment portfolio or accrued benefit obligations in
accordance with either Part | International Financial Reporting Standards (IFRS) or Part Il Canadian Accounting






LONG TERM DISABILITY TRUST
NOTES TO FINANCIAL STATEMENTS
March 31, 2021

Investments

Investments are reported at fair value and are as follows:

Cost Fair Value Cost Fair Value

Phillips Hager and North
Core Plus Bond Fund, Series O 20,859,877 20,694,778 18,195,429 18,495,854

Accrued Benefit Obligations

An actuarial valuation was made as of June 30, 2020 by Mercer Human Resource Consulting,



LONG TERM DISABILITY TRUST
NOTES TO FINANCIAL STATEMENTS
March 31, 2021

Accrued Benefit Obligations (continued)

The assumptions used in determining the actuarial value of accrued disability benefits were
developed by reference to expected long-term market conditions. Significant long-term
actuarial assumptions used in the valuation were:

2021 2020
Discount rate 1.70% 1.40%
Cost of living adjustment 1.48% 2.00%
Retirement age assumption 65 65

Risk Management

The Trust's assets are invested in Phillips, Hager & North's Core Plus Bond Fund and the RBC Institutional
Cash Fund. All assets are recorded at fair value. The main investment risks are interest rate risk, liquidity risk
and credit risk.

Interest rate risk

Interest rate risk relates to the possibility that the investments will change in value due to future
fluctuations in market interest rates. Duration is an appropriate measure of interest rate risk for

fixed income funds as a rise (fall) in interest rates will cause a decrease (increase) in bond prices -

the longer the duration, the greater the effect. At March 31, 2021, the modified duration of the

bond portfolio was 8.02 years. Therefore, if interest rates were to increase by 1% across all maturities,
the value of the bond portfolio would drop by 8.02%, contrarily if interest rates were to decrease by 1%
across all maturities, the value of the bond portfolio would increase by 8.02%.

Liquidity risk

Liquidity risk is the risk of being unable to generate sufficient cash or its equivalent in a timely and
cost effective manner in order to meet commitments as they come due. The primary liabilities in the
Trust are future benefit obligations and operating expenses. Liquidity requirements are managed
through income generated by contributions and investing in sufficiently liquid assets and other
easily marketable instruments.

Credit risk

The value of fixed income and debt securities depends, in part, on the perceived ability of the
issuer that issued the securities to pay the interest and to repay the original investments. Credit
risk relates to the possibility that a loss may occur from failure of a fixed income security issuer
to meet its debt obligations. At March 31, 2021, the maximum risk exposure for this type of

investment is $20,694,778.
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5.

LONG TERM DISABILITY TRUST
NOTES TO FINANCIAL STATEMENTS
March 31, 2021

Risk Management (continued)

The credit risk is also mitigated by the credit rating and issuer analysis. Table 1 below shows the
percentage of fixed income holdings in the portfolio by credit rating as of March 31, 2021 and compared
to March 31, 2020. Table 2 below shows the percentage of fixed income holdings by type of issuer

as of March 31, 2021 and compared to March 31, 2020.

Table 1 2021 2020
Ratings Summary % %
AAA 12.8 12.6
AA 28.7 33.2
A 17.4 20.9
BBB 14.7 12.8
BB 9.4 8.1
Unrated 0 1.9
Mortgages 3.0 3.9
Foreign Exchange 1.2 29
Cash 12.7 3.7
2021 2020
Table 2 Issuer Analysis % %
Federal bonds 12.8 125
Provincial bonds 32.3 345
Corporate bonds 34.8 41.4
Emerging markets 4.8 4.6
Mortgages 3.0 3.9
Cash and short term 12.4 3.1

Financial instruments measured at fair value are classified according to a fair value hierarchy
that reflects the importance of the inputs used in making the measurements. The fair value hierarchy
is made up of the following levels:

Level 1 - valuation is based on quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 - valuation techniques based on inputs other than quoted prices included in level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
Level 3 - valuation techniques using inputs for the asset or liability that are not based on observable
market data (unobservable inputs).

The fair value hierarchy requires the use of observable data on the market each time such inputs exist.
A financial instrument is classified to the lowest level of the hierarchy for which a significant input has
been considered in measuring fair value.

The Trust's portfolio consists of bonds and mortgages and are pooled into a combined mutual fund. The
lowest level of the hierarchy for the portfolio is a level 2.
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