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Statement 1

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Statement of Financial Position
As at December 31

2012

Defined Benefit

2011

Defined
Contribution

Total

Defined Benefit

77,737,949
77,737,949

$ 215,183,096
77,737,949
292,921,045

$ 205,880,453
205,880,453

102,819
102,177
204,996

390,781
390,158
780,939

493,600
492,335
985,935

215,388,092

78,518,888

Accounts payable

1,000,912

Total Liabilities

Defined
Contribution

Total

Assets
Investments (Notes 5 and 10)
Master Trust fund
Sun Life Financial

$ 215,183,096
215,183,096

67,700,845
67,700,845

$ 205,880,453
67,700,845
273,581,298

109,392
109,142
218,534

363,130
362,465
725,595

472,522
471,607
944,129

293,906,980

206,098,987

68,426,440

274,525,427

448,086

1,448,998

2,789,969

1,327,759

4,117,728

1,000,912

448,086

1,448,998

2,789,969

1,327,759

4,117,728

Net assets available for
benefits (Statement 2)

214,387,180

78,070,802

292,457,982

203,309,018

67,098,681

270,407,699

Pension Obligations
(Statement 3)

195,230,000

78,070,802

273,300,802

192,449,000

67,098,681

259,547,681

Receivables
Employee contributions
Employer contributions

Total Assets

$

$

Liabilities

Surplus

$

19,157,180

$

-

$ 19,157,180

$

10,860,018

$

-

$ 10,860,018

Approved by the Board of Governors

______________________________________
Chair, Audit & Risk Management Committee

Chair, Board of Governors

The accompanying notes are an integral part of these financial statements
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Statement 2

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Statement of Changes in Net Assets Available for Benefits
For the Year Ended December 31

2012

Defined Benefit

Defined
Contribution

2011

Total

Defined
Contribution

Total

$ 44,244,822

$ 46,957,687

Defined Benefit

Increase in Assets
Investment Income (Loss)
Net realized gain on sale
Change in unrealized gain
(loss) on investments
Interest
Dividends

5,053,957

$ 12,556,690

12,902,722
20,405,455

232,539
1,016,562
6,303,058

12,902,722
232,539
1,016,562
26,708,513

2,186,930
4,899,795

(42,564,988)
97,986
137,617
1,915,437

(40,378,058)
97,986
137,617
6,815,232

1,261,874
1,259,780
2,521,654

5,253,346
4,521,475
9,774,821

6,515,220
5,781,255
12,296,475

1,405,415
1,352,696
2,758,111

4,614,802
4,194,190
8,808,992

6,020,217
5,546,886
11,567,103

22,927,109

16,077,879

39,004,988

7,657,906

10,724,429

18,382,335

1,014,328

570,560

1,584,888

907,344

453,390

1,360,734

8,660,759
2,173,860

4,535,198

8,660,759
6,709,058

7,995,979
2,680,535

4,339,382

7,995,979
7,019,917

Total Decrease in Assets

11,848,947

5,105,758

16,954,705

11,583,858

4,792,772

16,376,630

Net Increase in Assets

11,078,162

10,972,121

22,050,283

(3,925,952)

5,931,657

2,005,705

Net Assets Available for
Benefits, Beginning
of Year

203,309,018

67,098,681

270,407,699

207,234,970

61,167,024

268,401,994

Net Assets Available for
Benefits, End of Year
(to Statement 1)

$ 214,387,180

$ 78,070,802

$ 292,457,982

$ 203,309,018

$ 67,098,681

$ 270,407,699

Contributions (Note 6)
Employee contributions
Employer contributions

Total Increase in Assets

$

7,502,733

$

$

2,712,865

Decrease in Assets
Plan expenses (Note 7)
Pension benefit
payments (Note 8)
Refunds and Transfers (Note 8)

The accompanying notes are an integral part of these financial statements
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Statement 3

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Statement of Changes in Pension Obligations
For the Year Ended December 31

Pension Obligations, Beginning of Year

2012

2011

Defined Benefit
(Note 9)

Defined Benefit
(Note 9)

$

192,449,000

$ 178,526,000

12,509,000
5,898,000
1,852,000
1,519,000
21,778,000

12,051,000
4,689,000
8,395,000
25,135,000

11,187,000
7,810,000

10,907,000
305,000

18,997,000

11,212,000

195,230,000

$ 192,449,000

Increase in Pension Obligations:
Interest accrued on benefits
Benefits accrued
Change in actuarial assumptions
Experience loss
Decrease in Pension Obligations:
Benefits paid
Experience gain

Pension Obligations, End of Year (to Statement 1)

$

The accompanying notes are an integral part of these financial statements
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
1.

Summary of Significant Accounting Policies
The Academic and Administrative Employees of the University of Regina (the Plan)
statements are prepared in accordance with the Canadian accounting standards for
pension plans, which includes reference to the guidance found in International
Financial Reporting Standards with respect to the fair value measurement for
investment assets and investment liabilities. For accounting policies that do not relate
to its investment portfolio or pension obligations, the financial statements comply with
Canadian accounting standards for private enterprises, to the extent that these standards
do not conflict with the standards for pension plans.
The following accounting policies are considered significant.
a) The financial statements use the accrual basis of accounting, and are prepared on
the going concern basis. The Plan’s financial statements are presented in Canadian
dollars.
b) Investments
Investments of the Defined Benefit (DB) portion of the Plan are comprised of units
in a pooled fund called the University of Regina Master Trust (Master Trust).
Additional units are acquired when assets are transferred to the Master Trust and
when distributions are made by the Master Trust. The Plan can realize changes in
the underlying unit values by redeeming units. The Master Trust does not pay
investment income to the Plan.
The Plan’s units in the Master Trust are recorded at fair market value in the
accounts at their net asset value per unit. The net asset value per unit is the market
value of the Master Trust’s investments, based on mid-market prices, divided by
the total number of units outstanding in the Master Trust.
The change in net asset value of the units in the Master Trust during the year is
reflected in the Statement of Changes in Net Assets Available for Benefits as
unrealized gain (loss) on investments.
Effective July 1, 2011, investments of the Defined Contribution (DC) portion of the
Plan are directed by the DC participants, and are held by Sun Life Financial (Sun
Life). The Plan’s assets are invested in segregated funds approved by the Board of
Governors. Members have the ability to select an investment strategy that is
suitable for their own retirement investment needs. Members bear the investment
risk and reap the rewards of investment performance, as plan benefits are limited to
the market value of accumulated balance of each member’s accounts. These
investments are recorded at fair value, based on end-of-day valuations. The change
in fair value during the year is reflected in the Statement of Changes in Net Assets
Available for Benefits as unrealized gain (loss) on investments. Income on these
investments is allocated to each member based on the actual holdings.
Prior to July 1, 2011, investments supporting the DC portion of the Plan were held
in the Master Trust.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
Investment transactions are recorded as of the trade date.
Investments of the Plan are classified as held-for-trading.
c) Other Financial Instruments
Accounts receivable and accounts payable are short-term in nature, and as such,
their carrying value approximates their fair value.
d) Use of estimates
In preparing the financial statements, management uses estimates and assumptions
that primarily affect the reported values of assets and liabilities. Significant
estimates are used primarily in the determination of the fair value of investments
and investment related receivables in the Master Trust. Significant estimates are
also used in the determination of pension obligations. Actual results could differ
from those estimates, which may impact the results reported in future periods.
e) Translation of foreign currencies
Transactions conducted in foreign currencies are translated into Canadian dollars
using the exchange rate in effect at the transaction date. Monetary assets and
liabilities denominated in foreign currencies are adjusted to reflect exchange rates
at year-end.
2.

Authority for the Plan
Section 62(j) of The University of Regina Act provides that the Board of Governors
may establish a system of pension or retiring allowances for any or all classes of
University officials and other employees.

3.

Plan Administration
The Academic and Administrative Pension Plan was established June 30, 1965. In
December 1974, the Board of Governors of the University of Regina accepted
sponsorship of the pension plan for its employees. The Academic and Administrative
Benefits Committee is a sub-committee of the Board of Governor’s Human Resources
Committee and has the responsibility to administer the Plan according to the terms and
provisions of the Plan agreement. The University has appointed, through agreements,
investment managers to authorize investments, and a trustee to maintain custody of the
plan assets and invest the plan assets as authorized by the investment managers.

4.

Description of the Plan
The following description of the Pension Plan for the Academic and Administrative
Employees of the University of Regina is a summary only. For more information,
reference should be made to the Plan document.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
a) General
At December 31, 1999, the Plan was a contributory defined benefit final average
pension plan for Academic and Administrative employees who held a permanent,
probationary or term appointment, working half-time or more. Eligible employees
were required to join the Plan as a condition of employment.
Effective January 1, 2000, a Defined Contribution (DC) component was added to
the Plan for new members joining the plan on or after this date.
Plan membership is extended to those employees who qualify from Communities
of Tomorrow, Petroleum Technology Research Centre, the federated colleges,
Campion and Luther, and continues to be extended to the employees of the
Mackenzie Art Gallery.
Effective July 1, 2011 the DC component assets transitioned from the Master Trust
to Sun Life. This transition provides members with the benefit of additional
options for how their DC assets can be invested.
To outline the changes for the DC members, plan amendment 2011-1 was
approved, effective July 1, 2011. The definition of Investment Income was
expanded to reflect the different revenues and expenses related to the investments
at Sun Life.
b) Retirement Benefits
Defined Benefit Component:
The normal retirement date is the 30th of June coincident with or next following the
65th birthday.
The annual amount of pension is determined as 2% of the Member’s highest threeconsecutive-year average earnings multiplied by the number of years of credited
service. The annual retirement benefit is based on maximum earnings of $132,333
as outlined in the Income Tax Act (Canada).
The normal form of pension is a single life pension payable monthly in arrears with
a ten year guarantee. Other options are available on an actuarially equivalent basis.
A member who has a spouse at the time of retirement shall be paid in a joint and
60% survivor form unless the member’s spouse has signed a waiver under
applicable legislation reducing survivor benefits for the spouse.
A member also has the option of transferring funds as described in the
“Termination Benefits section” or to any other prescribed retirement plan that is
registered under the Income Tax Act (Canada).
Defined Contribution Component:
The normal retirement date is the 30th of June coincident with or next following the
65th birthday.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
Upon retirement, the full value of the DC member’s account is transferred to a
prescribed retirement plan that is registered under the Income Tax Act (Canada).
c) Indexing
Eligible retired members in the DB (Defined Benefit) component may be entitled to
a yearly formula-based pension increase. The plan provides post retirement
indexing to 100% of the increase in the CPI (Consumer Price Index). The pension
increase will commence one year after the Member’s deemed retirement date.
d) Termination Benefits
A Member is vested and locked-in immediately upon becoming a Member of the
Plan.
Under the DB component, upon termination of employment the Member shall
receive a transfer to another registered pension plan, a prescribed RSP, or to
purchase a deferred pension from an insurance company that is not commutable or
any other retirement plan prescribed by the Income Tax Act (Canada) an amount
equal to the greater of the following:
i) the Member's plus the University's required contributions with interest as at
December 31, 1991, with interest to the payment date plus, for service on or
after January 1, 1992, two times member required contributions with interest,
plus, for periods under the Long-term Disability Plan after December 31, 1991,
the commuted value of benefits earned during such period of disability, or
ii) the commuted value of the monthly retirement benefit.
Under the DC component, upon termination the Member shall receive the market
value of the DC account at the date of payment available for transfer to another
registered pension plan, or a locked in retirement account, or to purchase an
immediate or deferred life annuity, or a combination of these. The value of the DC
account is comprised of member and employer contributions along with allocation
of investment income. Investment income is defined as investment returns
including change in market values less management fees and administration
expenses incurred.
e) Death Benefits
i) Prior to Normal Retirement Date
Defined Benefit Component:
Upon death of a member, other than a terminated vested member or a retired
member, the Member’s spouse or beneficiary shall receive a transfer to another
registered pension plan, a prescribed RSP, an insurance business to purchase an
immediate or deferred pension, paid as a lump-sum cash refund, transferred to a
registered retirement savings plan, or a combination of the five, the greater of
the following:
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
A) the Member's plus the University's required contributions with interest as at
December 31, 1991, with interest to the payment date plus, for service on
or after January 1, 1992, two times member required contributions with
interest, plus, for periods under the Long-term Disability Plan after
December 31, 1991, the commuted value of benefits earned during such
period of disability, or
B) the commuted value of the monthly retirement benefit.
If the Member does not have a spouse, the beneficiary receives the death
benefit as a taxable lump-sum payment.
Defined Contribution Component:
Upon death of a Member and if the Member does not have a spouse, the
Member’s estate or designated beneficiary will receive a taxable lump sum
payment of the full value of the DC account less any applicable withholding
taxes.
If the Member has a spouse, the spouse will receive the market value of the DC
account which can be transferred to another registered pension plan, a LockedIn Retirement Account, an insurance business to purchase an immediate or
deferred life annuity, or a combination of the three.
ii) After Retirement
Upon the death of a retired DB member, benefit payments, if any, shall be
continued in accordance with the benefit payment option elected by the member
at the time of retirement.
f) Member’s Contributions and Funding Policy
Defined Benefit Component:
In accordance with the Plan document, the following amounts shall be contributed
with respect to each member:
1. 13% of the Member’s Contributory Earnings.
At least 50% of such contributions shall be made by the Employer. The balance
shall be retained at source from the Member’s earnings.
Defined Contribution Component:
In accordance with the Plan document, the following amounts shall be contributed
with respect to each member:
1. 6.5% of the Member’s Contributory Earnings.
Contributions by the Employer shall be made on an equal basis. The required
contributions shall be deducted from the Member’s earnings by the Employer.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
g) Interest Rate Credited
Defined Benefit Component:
Since December 31, 1995, active member and University contribution balances are
credited interest each year such that the total member and University contribution
balance with interest is the greater of:
i) the member and University contribution balance at December 31, 2009 credited
with the average for the year of the yields of five-year personal fixed term
chartered bank deposit rates (CANSIM, Series B-14045); and
ii) the member and University contribution balance at December 31, 2009 credited
with the geometric four-year average net rate of return for the fund less 0.5%.
Defined Contribution Component:
Since December 31, 1995, active member and University contribution balances are
credited interest each year based on the actual investment performance net of
expenses in the year, as approved by the Academic and Administrative Benefits
Committee.
h) Members on Disability
Defined Benefit Component:
Periods during which a member is in receipt of disability benefits provided from
the Long Term Disability Plan of the University count as pensionable service.
Employer and employee contributions continue during periods the employee is in
receipt of disability benefits.
Defined Contribution Component:
The Plan continues the employer and employee contributions for periods during
which a Member is in receipt of disability benefits from the Long Term Disability
Plan of the University.
5.

Financial Instruments
The Plan’s significant financial instruments consist of accounts receivable, accounts
payable, and investments.
Contributions Receivable and Accounts Payable
The contributions receivable and accounts payable are non-interest bearing financial
instruments and are due or payable within the next year. Due to this short-term
maturity, the fair value of these financial instruments approximates carrying value.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
Investments
Effective December 1, 1995, the assets of the University of Regina’s Academic and
Administrative Employees and the Non-Academic Pension Plans were combined into a
pooled fund called the Master Trust to improve investing opportunities. Each plan
holds units in the Master Trust rather than holding individual investments. These
investments are classified as held-for-trading. For more information, reference should
be made to the Master Trust Agreement.
The total assets of the Master Trust on December 31, 2012 is $284,766,841 (2011 $270,268,140). The Unitholders’ Equity at December 31 is:
Academic & Administrative Employees' Pension Plan
Non-Academic Employees' Pension Plan

$
$

2012
215,183,096 $
69,583,745
284,766,841 $

2011
205,880,453
64,387,687
270,268,140

The number of units held by participating pension plans at the end of the year were as
follows:
2012

2011

Academic & Administrative Employees

6,410,742.045

6,763,145.407

Non-Academic Employees

2,073,041.283

2,115,126.922

Balance, end of year

8,483,783.328

8,878,272.329

Effective July 1, 2011, $65,901,273 of investments supporting the Defined
Contribution (DC) Obligations were moved from the Master Trust to Sun Life, to be
directed by each DC participant. These investments, classified as held-for-trading, are
comprised of units in various pooled funds held in a segregated fund, established by
Sun Life in accordance with the Insurance Companies Act (Canada). These funds are
maintained separately from Sun Life’s general funds, and may not be applied against
liabilities that arise from any other business of Sun Life. The pooled funds have no
fixed interest rate, and its returns are based on the performance of the fund.
The Plan has classified its required fair valued financial instrument holdings using a
hierarchy that reflects the significance of the inputs used in determining their
measurements.
Under the classification structure, financial instruments recorded at unadjusted quoted
prices in active markets for identical assets and liabilities are classified as Level 1.
Instruments valued using inputs other than quoted prices included in Level 1 that are
observable for the asset or liability either directly or indirectly are classified as Level 2.
Instruments valued using inputs that are not based on observable market data are
classified as Level 3.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
There were no items transferred between levels in 2012 or 2011.
The DC portion of the Plan holds investments in segregated funds of Sun Life. The
following table classifies Sun Life’s required financial instruments within a fair value
hierarchy:
2012
Balanced Funds
Canadian Equity Funds
Fixed Income Funds
Foreign Equity Funds
Guaranteed Funds
Money Market Funds
Total
2011
Balanced Funds
Canadian Equity Funds
Fixed Income Funds
Foreign Equity Funds
Guaranteed Funds
Money Market Funds
Total

$

$

$

$

Level 1
Level 2
- $ 62,971,774
4,332,821
5,081,981
3,931,109
1,097,357
1,334,984
- $ 78,750,026

Level 3
Total
$
- $ 62,971,774
4,332,821
5,081,981
3,931,109
1,097,357
1,334,984
$
- $ 78,750,026

Level 1
Level 2
- $ 54,998,814
3,786,134
4,329,535
3,008,146
720,631
857,585
- $ 67,700,845

Level 3
Total
$
- $ 54,998,814
3,786,134
4,329,535
3,008,146
720,631
857,585
$
- $ 67,700,845

The Defined Benefit (DB) portion of the Plan holds units in the Master Trust. The
following tables classify the Master Trust’s required financial instruments within a fair
value hierarchy:
2012
Short-term investments
Bonds and Debentures
Equities
Mortgages
Real estate
Total

Level 1
Level 2
$ 10,477,899 $
77,650,988
164,929,154
5,717,981
25,425,148
$ 175,407,053 $ 108,794,117
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Level 3
Total
$
- $ 10,477,899
77,650,988
164,929,154
5,717,981
25,425,148
$
- $ 284,201,170

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
2011
Short-term investments
Bonds and Debentures
Equities
Mortgages
Real estate
Total

Level 1
Level 2
$
7,709,682 $
85,987,822
145,311,918
6,349,347
24,272,185
$ 153,021,600 $ 116,609,354

Level 3
Total
$
- $ 7,709,682
85,987,822
145,311,918
6,349,347
24,272,185
$
- $ 269,630,954

The Master Trust holds $25,425,148 (2011 - $24,272,185) in real estate. This
represents 8.95% (2011 – 9.00%) of total investments. The investments in real estate
consist of Canadian commercial property. The investment policies of the participating
pension plans state the investments in mortgages can be mortgages secured against
Canadian real estate, mortgage-backed securities, or asset-backed securities.
The investment objectives of the Plan are to ensure there are sufficient assets to meet
future pension obligations and to generate sufficient cash flow to meet pension
payments. Due to the long-term horizon of the Plan’s liabilities, the Plan takes a longterm investment perspective.
Significant financial risks are related to the investments. These financial risks are
managed by having an investment policy, which is approved by the Board of
Governors. The investment policy provides guidelines to Sun Life and the Master
Trust’s investment managers for the asset mix of the portfolio regarding the quality and
quantity of fixed income investments, real estate and equity investments. The asset
mix includes different asset classes and in domestic and foreign markets. Derivatives
(such as options, futures, and forward contracts) are allowed within the Sun Life
segregated funds and the Master Trust to protect against losses from changes in
exchange rates and market indices; and for non-hedging purposes, as a substitute for
direct investment. The investment policy prevents the use of derivatives for
speculative trading or to create a portfolio with leverage.
Based on the investment objectives set by the participating pension plans, the Master
Trust invests cash flows from the pension plans. The nature of the Master Trust’s
operations results in a statement of net assets that consists primarily of financial
instruments. Because the DB portion of the Plan holds units in the Master Trust, the
investment risks of the Master Trust are also risks of the Plan.
The risks that arise from holding investments in Sun Life and the Master Trust are:
market risk (consisting of interest rate risk, foreign exchange risk and equity price
risk), credit risk and liquidity risk.
Market Risk
Market risk represents the potential for loss from changes in the value of financial
instruments. Value can be affected by changes in interest rates, foreign exchange rates
and equity prices. Market risk primarily impacts the value of investments.
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Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
Interest Rate Risk
Interest rate risk refers to the adverse consequences of interest rate changes on the
Plan’s cash flows, financial position and income. This risk arises from short-term
changes in nominal interest rates that cause differences in the timing and amount of
cash flows related to the investments. Interest rate risk is managed by investing in
fixed income investments (short-term investments, bonds and debentures, mortgages)
of various durations.
With respect to the Master Trust investments supporting the DB portion of the Plan, it
is estimated that a 100 basis point increase/decrease in interest rates would
decrease/increase the value of the fixed income investments by $5,800,000 (2011 $6,100,000), representing 6.17% (2011 – 6.11%) of the $93,848,868 (2011 $100,046,851) fair value of these investments.
Foreign Currency Risk
Foreign currency risk refers to the adverse consequences of exchange rate changes on
the Plan’s cash flows, financial position and income.
The Master Trust is subject to changes in the US/Canadian dollar exchange rate for US
denominated investments. Also, the Master Trust is exposed to EAFE (Europe,
Australasia and Far East) currencies and global currencies (including US, Non-North
American and Canadian) through its investment in the pooled Non-North American
(NNA) equity fund and pooled global equity fund. Exposure to US equities, NonNorth American equities, and global equities is limited to a maximum 16%, 18%, and
12% respectively each of the total of the fair value of the total investment portfolio. At
December 31, 2012 the Master Trust’s exposure to US equities was 15.5% (2011 –
15.6%) and its exposure to Non-North American equities (including global equities)
was 25.3% (2011 – 21.8%).
At December 31, 2012, for the Master Trust a 10% appreciation in the Canadian dollar
versus US dollar exchange rate would result in approximately a $4,400,000 (2011 $4,200,000) decrease in investments in the Master Trust. A 10% weakening in the
Canadian dollar versus EAFE currencies would result in approximately a $7,200,000
(2011 - $5,900,000) increase in investments in the Master Trust.
No more than 10% of the fair value of the bond and debentures portfolio of the Master
Trust shall be invested in bonds of foreign issuers.
Equity Prices:

Market Value – Master Trust
2012
2011

Common Shares and Pooled Funds – Canadian
Pooled Funds – Global
Pooled Funds – NNA
Pooled Funds – US
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$ 48,811,081
26,670,480
45,278,196
44,169,397
$ 164,929,154

$ 44,118,668
23,780,355
35,150,395
42,261,915
$ 145,311,333

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
The Master Trust is exposed to changes in equity prices in Canadian, US, and EAFE
markets. Equities, including equity pooled funds, comprise 58.03% (2011 – 53.89%)
of the fair value of the Master Trust’s total investments. Individual stock holdings are
diversified by geography, industry type and corporate entity. No one investee or
related group of investees represents greater than 10% of the fair value of the Master
Trust’s total investment portfolio. As well, no one holding represents more than 10%
of the voting shares of any corporation. Investments in pooled funds do not exceed
10% of the fair value of that fund.
The following table indicates the approximate change that would be expected to the
total investment portfolio based on changes in the Master Trust’s benchmark indices:
2012
Canadian Equities
US Equities
NNA Equities
Global Equities

2011

10% increase

10% decrease

10% increase

10% decrease

$ 4,900,000
$ 4,400,000
$ 4,500,000
$ 2,700,000

$ (4,900,000)
$ (4,400,000)
$ (4,500,000)
$ (2,700,000)

$ 4,400,000
$ 4,200,000
$ 3,500,000
$ 2,400,000

$ (4,400,000)
$ (4,200,000)
$ (3,500,000)
$ (2,400,000)

The Sun Life segregated funds of the DC portion of the Plan contain the following
foreign equity balances, representing 5.0% of the total value of the segregated funds:
Market Value – DC Sun Life
2012
2011
US Equity Index (Registered)
Global Equity
International Stock Trust

$ 2,174,468
876,789
879,853
$ 3,931,110

$ 1,623,781
629,551
754,814
$ 3,008,146

Credit Risk
Credit risk is the risk that a party owing money to the Plan will fail to discharge that
responsibility. The Plan is exposed to credit risk from the potential non-payment of
accounts receivable and non-return of money in certain segregated fund investments.
The Plan’s maximum exposure to credit risk at the reporting date is limited to the
carrying value of its at-risk financial assets, summarized as follows:
2012
Employer & Employee Contributions Receivable
Sun Life Money Market
Sun Life Fixed Income
Sun Life Guaranteed Funds
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$

985,935
1,334,984
5,081,981
1,097,357
$ 8,500,257

2011
$

944,129
857,585
4,329,535
720,630
$ 6,851,879

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
The Plan holds units in the Master Trust. The Master Trust manages its own credit
risk. The Master Trust’s maximum exposure to credit risk at the reporting date is
limited to the carrying value of its financial assets, summarized as follows:
2012
Cash
Investment income receivable
Short-term investments
Bonds and debentures
Mortgages

2011

$

24,344 $
45,280
543,141
603,133
10,477,899
7,709,682
77,650,988
85,987,822
5,717,981
6,349,347
$ 94,414,353 $ 100,695,264

The Master Trust limits the credit risk by dealing with counterparties that are
considered to be high quality. The credit ratings used to describe the investments
below are based on the Dominion Bond Rating Service and/or the Standard and Poor’s
Bond Rating Service.
Short-Term Investments
These investments in the Master Trust are comprised of a pooled fund that holds
investments mainly in corporate bonds and debentures with effective interest rates of
1.076% to 1.320% (2011 – 1.088% to 1.381%) and maturing within 2 to 259 days
(2011 - 4 to 136 days). The investment policies of the participating pension plans state
that investments must meet a minimum investment standard of “R-1”, as rated by a
recognized credit rating service.
Bonds and Debentures
The Master Trust holds the following investments in bonds and debentures:
2012
Years to
Maturity
Under 5
5 - 10
Over 10
Total

Federal

Provincial

Pooled
Funds

$ 6,303,343 $
- $
572,947
997,145
3,075,339
458,530
138,717
22,581,002
43,523,967
$ 7,439,205 $ 25,656,341 $ 44,555,444
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Total
Fair Value
$

6,876,290
4,531,014
66,243,686
$ 77,650,990

Yield to Maturity
At Fair Value

Coupon
Rate

1.10% - 1.84%
2.00% - 2.92%
2.91% - 3.97%

1.50% - 3.95%
3.15% - 4.35%
3.50% - 9.38%

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
2011
Years to
Maturity

Federal

Under 5
5 - 10
Over 10
Total

$ 3,745,830
3,230,576
578,261
$ 7,554,667

Provincial

Pooled
Funds

Total
Fair Value

735,135
25,668,296
$ 26,403,431

$ 51,540,609
242,013
247,102
$ 52,029,724

$ 55,286,439
4,207,724
26,493,659
$ 85,987,822

$

Yield to Maturity
At Fair Value

Coupon
Rate

1.11% - 2.06%
1.94% - 3.04%
2.49% - 4.00%

3.24% - 4.80%
3.25% - 4.35%
4.00% - 8.50%

Actual maturity may differ from contractual maturity because certain borrowers have
the right to call or prepay certain obligations with or without call or prepayment
penalties.
The investment policies of the participating pension plans in the Master Trust state that
the minimum quality standard for individual bonds and debentures is ‘B’ as rated by a
recognized bond rating agency at the time of purchase, and sets limits to the maximum
notational amount of exposure with respect to any one issuer. Bonds rated ‘BBB’,
‘BB’ and ‘B’ may not be purchased if the purchase would raise holdings rated ‘BBB’
to ‘B’ inclusive to more than 15% of the fair value of the bond portfolio, with bonds
rated below ‘BBB’ not to exceed 5% of the fair value of the bond portfolio at the time
of purchase.
Credit ratings for bonds held by the Master Trust are as follows:

Credit Rating
AAA
AA
A
BBB
BB
B & Below
Total

2012
Make up of
Fair Value Portfolio (%)
$

18,334,261

23.61%

28,530,856

2011
Make up of
Fair Value Portfolio (%)
$

16,864,202

19.61%

36.75%

40,689,790

47.32%

18,432,305

23.74%

14,903,249

17.33%

10,686,815

13.76%

11,275,484

13.11%

686,309

0.88%

1,372,668

1.60%

980,442

1.26%

882,429

1.03%

$ 77,650,988

100.00%

85,987,822

100.00%

$

Within bond investments in the Master Trust there are no direct holdings other than the
Government of Canada or a Canadian province. No one holding of a province is over
24.83% of the fair value of the bond portfolio. Securities of the Master Trust may not
be loaned except within pooled funds where the pooled fund policy permits securities
lending.
The Sun Life segregated funds of the DC portion of the plan contain bonds totaling
$5,081,981.
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2012
Credit Rating
AAA
AA
A
BBB & Below
Unrated
Total

2011

Fair Value

Make up of
Portfolio (%)

543,772

10.7 %

2,459,679

Fair Value

Make up of
Portfolio (%)

493,566

11.4 %

48.4 %

2,355,267

54.4 %

1,356,889

26.7%

896,214

20.7 %

670,821

13.2%

536,863

12.4 %

50,820

1.0%

47,625

1.1 %

5,081,981

100.00%

4,329,535

100.00%

$

$

$

$

Liquidity Risk
Liquidity risk is the risk that the Plan is unable to meet its financial obligations as they
fall due. Cash resources are managed on a daily basis based on anticipated cash flows.
6.

Contributions
Employer
Current Service
Past Service
Special

7.

2012
$ 5,781,253
$ 5,781,253

2011
$ 5,545,911
975
$ 5,546,886

Employee
Required
Past Service
Voluntary

2012
$ 5,777,013
738,206
$ 6,515,219

2011
$ 5,899,849
975
119,393
$ 6,020,217

Plan Expenses
Defined Benefit
Actuarial and consulting services
Administration
Investment management
Trustee fees

Budget
342,000
129,986
608,000
114,000
$ 1,193,986

$

Defined Contribution
Actuarial and consulting services
Administration
Investment management
Trustee fees

2012

$

$
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Budget
35,000
80,050
10,000
125,050

Actual
164,457
123,087
599,731
127,053
$ 1,014,328

2011
Actual
$ 161,710
118,758
521,106
105,770
$ 907,344

Actual
29,347
69,823
466,718
4,672
$ 570,560

2011
Actual
$ 47,574
47,886
326,863
31,067
$ 453,390

$

2012

$

Pension Plan for the Academic and Administrative
Employees of the University of Regina
Notes to the Financial Statements
December 31, 2012
8.

Pension Benefit, Refunds and Transfer Payments

Retirement benefits
Termination benefits
Death benefits

9.

DB
8,660,759
2,173,860
$ 10,834,619

$

2012
$

DC

4,535,198
$ 4,535,198

DB
7,995,979
779,944
1,900,591
$ 10,676,514

$

2011
$

DC

3,817,145
522,237
$ 4,339,382

Pension Obligations
Aon Hewitt, firm of consulting actuaries, performed an actuarial valuation on the DB
portion as at December 31, 2012. Prior to this, Aon Hewitt performed an actuarial
valuation as at December 31, 2009 and extrapolated it to December 31, 2011. The
actuary used the projected benefit method prorated on services and best estimate
assumptions approved by the Benefits Committee. The University is required to obtain
another actuarial valuation as at December 31, 2015. Significant long-term
assumptions used in the valuation and extrapolations are:
as at December 31
2012
2011
3.0%
3.0%
2.5%
2.5%
6.4%
6.5%
2.5%
2.5%

Salary/YMPE increases
Inflation rate
Discount rate
Indexing

The actual rates may vary significantly from the long-term assumptions used. During
the year, the plan experienced a gain of $1,869,000 (2011 - $305,000) due to credited
interest on contributions balances different than assumed, a gain of $3,493,000 (2011 $0) due to pensioner increases less than assumed, a gain of $1,245,000 (2011 - $0) due
to salary increases less than assumed, and a gain of $1,203,0000 (2011 - $0) due to a
reduction in active membership. The plan also experienced a loss of $1,852,000 due to
a change in the discount rate assumption and a loss of $1,519,000 (2011 - $0) due to
mortality differing from expectations. In 2011, the plan experienced a loss of
$8,395,000 due to a change in mortality and seniority, merit and promotion, change in
discount rate and a change in lump sum transfer assumptions.
Mortality tables used were the UP 1994 projected generationally (2010 - UP 1994
projected generationally).
The Plan Document states that any excess surplus shall be used to reduce the
contributions of the University and members equally, or used for the benefit of the
members and their beneficiaries. Any use of surplus to reduce contributions of the
University must be negotiated with the members as part of the collective agreements.
Any use of surplus would be for the benefit of the members and their beneficiaries.
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The following illustrates the effects of changing certain assumptions:
Assumption:

Adjusted
Assumption
(Change Made):

Change in Accrued
Liability

Discount rate

7.4% (Plus 1%)

$ (19,317,000)

(9.9%)

5.4% (Minus 1%)

$ 23,960,000

12.3%

Salary, YMPE, and
Income Tax Act
Maximum Pension
increase

4% (Plus 1%)

$

2% (Minus 1%)

$ (3,355,000)

(1.7%)

Inflation rate

3.5% (Plus 1%)

$ (4,982,000)

(2.6%)

1.5% (Minus 1%)

$

3,669,000

5,504,000

Percentage Change
in Accrued Liability

1.9%

2.8%

The pension obligations are long-term in nature. The Plan has no intention of settling
its pension obligation in the near term and there is no market for settling its pension
obligation. Therefore, determination of the fair value of the pension liability is not
practical.
10.

Capital Disclosures and Investment Performance
The Plan receives its source of capital from employer and employee contributions,
investment income, and market value increases on its invested capital. The Plan
defines capital to be its investment in units of the Master Trust and investments in Sun
Life segregated funds.
Master Trust
The University has retained Phillips, Hager & North Ltd. as investment manager of the
majority of the investments in the Master Trust. The University also contracts with
Franklin Templeton Investments, Bentall Kennedy, BlackRock Asset Management
Canada Limited, Mawer Investment Management Ltd., and Grantham, Mayo Van
Otterloo & Co. LLC to be investment managers of specific types of investments in the
Master Trust.
These investment managers make the day-to-day decisions of whether to buy or sell
specific investments in order to achieve the long-term investment performance
objectives set by the Plan. It is these long-term investment performance objectives that
are used to assess the performance of the investment managers.
The primary long-term investment performance objective for the entire Master Trust
portfolio is to out-perform a benchmark portfolio with weightings as follows:
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Asset Class

Representative Index

Canadian equities
U.S. equities
U.S. equities
Non-North American equities
Global equities
Real Estate
Bonds
Short-term investments

S&P/TSX Composite Index
S&P 500 Index (Cdn $)
S&P 500 Index - Hedged
MSCI EAFE Index (Cdn $)
MSCI World Index (Cdn $)
Investment Property Databank
DEX Universe Bond Index
91-day T-Bills

2012
Weight
16 %
7
7
15
10
10
33
2
100 %

2011
Weight
16 %
7
7
15
10
10
33
2
100 %

The University engages the services of Aon Hewitt, asset management consultants, to
provide advice on the overall management of the Master Trust’s investments and on
the measurement of the Master Trust’s performance. Aon Hewitt reports to the Joint
Academic and Administrative and Non-Academic Benefits Committee quarterly on the
investment performance in terms of the performance of the benchmark portfolio over
moving four-year periods.
The one year investment objective (the return of the benchmark portfolio) was 9.1%
(2011 – 1.2%). For the year ending December 31, 2012, the Master Trust had a gross
rate of return of 10.2% (2011 – 2.5%). For the four years ending December 31, 2012,
the Master Trust had an annualized gross rate of return of 9.0% (2011 – 2.1%). The
investment objective (the return of the benchmark portfolio) was 8.1% (2011 – 1.4%).
Sun Life
Assets of the DC portion of the Plan are held by Sun Life. The DC Plan members are
given a choice of pooled funds in which they can invest. The available funds to choose
from have been determined by the Academic and Administrative Benefits Committee
and approved by the Board of Governors. The returns of these funds are monitored by
the committee, who can determine to remove funds or add new funds.
The benchmark portfolios for each of the funds have been determined using the actual
returns of the market indices such as the S&P/TSX Capped Composite Index, Standard
& Poor’s 500 Canadian Index, Morgan Stanley Europe, Australia and Far East Index,
Morgan Stanley World ex Canada Index, DEX Universe Bond Index and 91-Day
Canadian Treasury Bills. The target date indexes are established by the investment
fund manager.
The following is a summary of each of the fund’s 1 year investment performance as at
December 31, 2012:
Return
1.11%
4.01%
6.83% to 11.53%
7.13%
10.58%

Fund
Money Market
Bond (Fixed Income)
Target Date (Balanced Funds)
Canadian Equity – Black Rock
Canadian Equity – Connor Clark
and Lunn
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Benchmark
1.01%
3.60%
7.00% to 11.61%
6.92%
7.07%
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Fund
U.S. Equity
International Equity
Global Equity
11.

Return
13.36%
15.40%
21.48%

Benchmark
13.43%
15.29%
13.62%

Related Parties
The Plan is related to the University of Regina and other pension plans sponsored by
the University. The Plan is also related to key members of management of the
University and their immediate family members. All key members of University
management are participants in this Plan. Any financial transactions between the Plan
and key members of management are based on the Plan document and are in the
normal course of the Plan’s business.
University employees carry out the day-to-day activity and monitoring of the Plan.
The University pays all plan expenses, pension benefits and refunds and transfers on
behalf of the Plan, and then is reimbursed by the Plan. Certain services, such as the
preparation of cheques for payouts, and certain overhead costs, such as utilities and
space related to people who perform services for the Plan, are provided by the
University at no cost to the Plan.
Contributions for Communities of Tomorrow, Petroleum Technology Research Centre,
the federated colleges and MacKenzie Art Gallery are calculated and collected through
the University's payroll process.

Page 22

