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Independent Auditors’ Report 

To the Investments and Administration Committee 

We have audited the accompanying financial statements of the 



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

 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
the University of Victoria Staff Pension Plan as at December 31, 2017, and the changes in its net 
assets available for benefits and changes in its obligations for benefits for the year then ended in 
accordance with Canadian accounting standards for pension plans.  

Victoria, Canada 
May 14, 2018 Chartered Professional Accountants 
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University of Victoria Staff Pension Plan 
Statement of Financial Position  
December 31 (expressed in $000s) 2017              2016              

Assets
Cash $ 14 $ 26 
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University of Victoria Staff Pension Plan 
Statement of Changes in Net Assets Available f or Benefits  
Year ended December 31 (expressed in $000s) 2017              2016              

Change in net assets
Net return on investments (Note 5)

Interest and other income $ 3,917            $ 4,589            
Mortgage income 175               206               
Dividend income 1,500            1,020            
Net realized and unrealized gain on investments 14,062          10,355          
Investment administration costs (1,146)           (978)              

18,508          15,192          
Contributions (Note 1(b))

Members
Basic 2,209            2,179            
Supplementary 121               119               

University
Basic 5,671            5,591            
Supplementary 121               119               
CV transfer deficiency 393               377               

8,515            8,385            

Total increase in assets 27,023          23,577          

Payments to or on behalf of members
Pensions to retired members

Basic 8,131            7,545            
Supplementary 22                 23                 

Pensions to disabled members 134               153               
Termination payments and transfers to other plans 2,354            2,263            

10,641          9,984            
Operating expenses

Office and administrative costs 275               267               
Actuarial fees 130               6
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Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
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1.  Descr iption of plan (continued)  
  
(g) 



 

University of Victoria Staff P ension Plan 
Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
 

  9 

2.   Statement of compliance with Canadian accounting standards for pension plans  
 
These financial statements have been prepared in accordance with Canadian accounting 
standards for pension plans. 
 
 
3.  Summary of significant accounting policies  
 
Basis of presentation  

Accounting standards for pension plans require entities to select accounting policies for 
accounts that do not relate to its investment portfolio or pension obligations. The University has 
chosen to apply International Financial Reporting Standards (“IFRS”) 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.  
 
Investments  

Investments are stated at fair value. Fair value is determined using market values where 
available. Fair value for international investments held by BC Investment Management 







 

University of Victoria Staff P ension Plan 
Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
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5.  Net return on investments  
 
The Plan realized a gross rate of return of 7.65% (2016: 6.63%) and a net rate of return of 
7.01% (2016: 6.08%). Net returns are as follows: 
 

2017             2016             
Interest

Cash and short-term notes $ 32                $ 21                
Bonds 2,739           3,072           
Mortgages 175              206              

Other income 1,146           1,496           
Dividends from Canadian equities 1,500           1,020           
Net realized gains 16,901         7,673           
Net unrealized gains (2,839)          2,682           

19,654         16,170         
Investment costs
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Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
 

  13 

6.  Obligations for pension benefits  (continued) 
 
 December 31, 2017  December 31, 2016 
Demographic Assumptions:    
Mortality table 110% of the 2014 

Canadian Pensioners 
Mortality Table (2014CPM) 
projected generationally 
using improvement scale 
CPM-B 

115% of the 2014 
Canadian Pensioners 
Mortality Table projected 
generationally using 
improvement scale CPM-B 

   
 
7.  Net assets available for benefits  
 
The net assets available for benefits as at December 31 have been allocated as follows: 
 

2017              2016              

Basic Plan $ 257,713        $ 243,105        
Supplementary Retirement Benefit Account 15,852          14,601          
Additional Voluntary Contribution Accounts 988               922               

$ 274,553        $ 258,628        

 
8.  Actuarial valuation for funding purposes  
 
The Plan is subject to the Pension Benefits Standard Act (BC) regulations (“PBSA”), which 
require solvency and going concern actuarial valuations to be performed every three years, at 
which time the Plan must take measures to eliminate any funding deficiencies that may arise. 
For this purpose, the plan actuary values both accrued assets and benefit obligations to the 
financial statement date, as well as contributions and benefits for future service. 
 
The valuation on a going concern basis disclosed an actuarial surplus of $46.0 million (2013: 
$26.5 million). The solvency valuation resulted in a solvency deficiency of $64.8 million (2013: 
$41.9 million). Under the PBSA, the solvency deficiency must be amortized over a period of five 
years, unless an extension is granted, or a letter of credit is secured in lieu of making the 
payments. The University has arranged a letter of credit to secure the solvency deficiency 
payment.  
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Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
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9.  Supplementary retirement benefit account 
 
The Supplementary Retirement Benefit Account is a reserve to provide pensioners who have 
reached age 66 with increases that are supplemental to the increases provided under the Basic 
Plan (Note 1(f)). Supplementary increases are authorized by the Staff Pension Plan Investments 
and Administration Committee in consultation with the plan actuary and are subject to the 
availability of funds in the Supplementary Retirement Benefit Account. The increases are limited 
so that the total increase in any one year from the combined basic and supplementary provisions 
does not exceed the increase in the Canadian CPI. 
 
 
10. Related party transactions  
 
Administrative costs of $275 (2016: $267) represent a portion of the general administration costs 
incurred by the University and charged to the Pension Plan. The costs include salaries for 
Pension Services and other operating and administrative costs. 
 
 
11. Risk management  
 
The Plan’s investments are recorded at fair value. Other financial instruments consist of cash, 
receivables, and payables and accruals. The fair value of these financial instruments 
approximates their carrying values. Fair values of investments are exposed to price risk, liquidity 
risk and credit risk.  
 
Price risk 
 
Price risk is comprised of currency risk, interest rate risk, and market risk. 
 
Currency risk: Currency risk relates to the possibility that the investments will change in value 
due to future fluctuations in US, Euro and other international foreign exchange rates. For 
example, a 5% strengthening (weakening) of the Canadian dollar against foreign currencies at 
December 31, 2017 would have decreased (increased) the value of foreign equities and 
infrastructure investments by approximately $5.4 million (2016: $5.0 million). 
 
Currency risk associated with foreign equities may be hedged at the discretion of the Global 
Equity Manager, BC Investment Management Corporation, in order to protect the value of 
foreign equity investments from the impact of an appreciating Canadian dollar (relative to the 
foreign currency).  
 
The Fixed Income Manager, the Foreign Equity Manager and the Infrastructure Manager will (or 
may) purchase securities denominated in foreign currencies. The Investments and 
Administration Committee may give discretion to a manager to hedge some or all of its foreign 
currency exposures. The Committee will make such direction for either defensive or strategic 
reasons. 
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Notes to the Financial Statements 
December 31, 2017 (expressed in $000s) 
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11. Risk management (continued)  
 
Price risk  (continued) 
 
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 and that pension liabilities are exposed to 
the impact of changes in long term market interest rates. Duration is an appropriate measure of 
interest rate risk for fixed-income funds as a rise in interest rates will cause a decrease in bond 
prices – the longer the duration, the greater the effect. At December 31, 2017, the average 
duration of the bond portfolio was 7.35 years (2016: 7.61 years). Therefore, if interest rates were 
to increase by 1%, the value of the bond portfolio would drop by 7.35% (2016: 7.61%). 
 
Market risk: Market risk relates to the possibility that the investments will change in value due to 
future fluctuations in market prices. This risk is reduced by the investment policy provisions 
approved by the Board of Governors for a structured asset mix to be followed by the investment 
managers, the requirement for diversification of investments within each asset class and credit 
quality constraints on fixed income instruments. Market risk can be measured in terms of 
volatility, i.e., the standard deviation of change in the value of a financial instrument within a 
specific time horizon. Based on the volatility of the Plan’s current asset class holdings shown 
below, the expectation is that over the long-term, the Plan will return around 5.8% (2016: 5.5%), 
within a range of +/- 8.5% (i.e., results ranging from -3.0% to 14.0%). The volatility measures are 
calculated as average annual standard deviations over 20 years. 
 
Price risk (continued) 
  Estimated volatility % 
  
Short-term holdings  +/- 2.4 
Bonds and mortgages +/- 5.1 
Canadian equities +/- 21.1 
Foreign equities +/- 17.5 
Real estate +/- 10.1 
Infrastructure +/- 17.7 
 

Benchmark for investments  % change 
Net impact on 
 market value 

  (in thousands) 
   
FTSE TMX Canada 91-day Treasury Bill Index +/- 2.4 +/- 65 
FTSE TMX Canada Universe Bond Index +/- 5.1 +/- 5,176 
S&P/TSX Capped Composite Index +/- 21.1 +/- 7,663 
MSCI World ex-Canada Net Index +/- 17.5 +/- 14,304 
Canadian Consumer Price Index (real estate) +/- 10.1 +/- 2,468 
Canadian Consumer Price Index (infrastructure) +/- 17.7 +/- 4,789 
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December 31, 2017 (expressed in $000s) 
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11. Risk management (continued)  
 
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 Plan are future benefit obligations (Note 6) and operating expenses. Liquidity 
requirements are managed through income generated by monthly contributions and investing in 
sufficiently liquid (e.g. publicly traded) equities, pooled funds and other easily marketable 
instruments. 
 
Credit risk 
 
Credit risk relates to the possibility that a loss may occur from failure of a fixed income security 
issuer or derivative contract counter-D 1 >>BDC 
99.35 94.5 4ons


	To the Investments and Administration Committee

