
Board of Governors 
PENSION & BENEFITS COMMITTEE 

Friday 19 May 2018 
9:30 a.m. to 12:00 noon 

NH 3318   

CONFIDENTIAL SESSION ACTION 

9:30 

10:00 

1. Draft Report of the Responsible Investing Working Group+ (Bruce Gordon)

OPEN SESSION 

2. Approval of the 9 March 2018 Minutes (Open Session)* and Business Arising

3. Execution Against the Work Plan* (Grivicic)

4. Update on Government Pension Plan Initiatives [Shapira]

Discussion/ 
Endorsement  

Decision 

Information 

Information 

10:10 

10:40 

11:10 

11:45 

11:55 

5. Draft Terms of Reference – Pension Investment Committee*

6. Annual Audit of Pension Plan Fund Financial Statements* [Sarah Hadley,
Blaine Hertzberger of EY]

7. Update on the Impact of New Ontario Pension Funding Rules* [Byron/Shapira]

8. Enhanced CPP and Impact on Pension Plan* [Byron/Shapira]

9. Quarterly Risk Management Dashboard – 31 March 2018* [Byron]

10. Previous Years’ Fees and Expenses* [Huber]

11. Board-approved 2018-19 Operating Budget* [Dixon, for information]

Discussion / 
Recommendation 
to BOG 

Decision 

Discussion 

Information 

Information 

Information 

Information 

12. Other Business

13. Proceed into Confidential Session

Next Meeting: Tuesday 26 June 2018 from 10:00 a.m. – 12:00 noon in NH 3318 

CONFIDENTIAL SESSION 

14. Approval of the 9 March 2018 Minutes (Confidential)+ and Business Arising Decision 

*attached
** to be distributed 

+ distributed separately

14 May 2018 Mike Grivicic 
Associate University Secretary 

Please convey regrets to Melissa Holst at 519-888-4567 x36125 or mjholst@uwaterloo.ca  

Future Agenda Items 
a. Pension Contribution for Members of LTD
b. Level of LTD coverage vs. practical requirements
c. Discussion of $3,400 cap appropriateness, and potential RPP/PPP combination
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University of Waterloo 
Board of Governors 

PENSION & BENEFITS COMMITTEE 
Minutes of the 9 March 2018 Meeting 

[in agenda order] 

Present: Kathy Bardswick, Monika Bothwell, George Dixon, Stewart Forrest, Mike Grivicic (secretary),  
Mary Hardy, Dennis Huber, Ranjini Jha, David Kibble, Marilyn Thompson (chair), Mary Thompson 

Absent: Ted Bleaney*, Alan Macnaughton, Michael Steinmann 
*regrets

Consultant: Linda Byron, Allan Shapira 

Administration: Lee Hornberger, Sue McGrath 

Guests: Scott Palmer of Aon Hewitt 

Organization of Meeting: Marilyn Thompson took the chair and Mike Grivicic acted as secretary. The secretary 
advised that a quorum was present. The agenda was approved without a formal motion.   

1. APPROVAL OF THE 23 FEBRUARY 2018 MINUTES (OPEN SESSION) AND BUSINESS
ARISING

A motion was heard to approve the minutes as distributed. Huber and Bardswick. Carried. There was no business 
arising. 

2. EXECUTION AGAINST THE WORK PLAN
This item was received for information.

3. UPDATE ON GOVERNMENT PENSION PLAN INITIATIVES
In consideration of the volume of business and the absence of major news to relay, Shapira provided no update.

4. GROUP BENEFITS PROGRAM – ANNUAL RENEWAL
a. Life Insurance – Premium Rate. Hornberger noted: there was a small deficit last year; the contract rate is the
same; the unrestricted deposit account stands at $1.88 million, and these monies have in the past been utilized to
subsidize premiums; the deposit account balance depends on claims experience, and so it cannot be predicted if the
balance will continue to increase. Members clarified that the claims fluctuation reserve would have to be wound up
to be transferable. A motion was heard to approve option 2, as presented. Huber and Bothwell. Carried.
b. Long Term Disability. Hornberger observed that GWL provided a bid which entailed a significant increase in
premiums, and that Aon assisted in the negotiation to reduce to the proposed premium. Members discussed:
premium increase driven by increases in volume, complexity and overall magnitude of claims; communication is
important in this case as employees need to know why premiums are increasing well above the rate of inflation;
this benefit is generous in comparison to that provided by other employers, and it would be possible to examine the
maximum salary covered as a potential source of savings.  A motion was heard to approve the premium rate as
presented. Forrest and Mary Thompson. Carried.
c. Healthcare Benefits – ASO Fees/Charges. Hornberger indicated there is no change except for individual
pooling from moving from 5.89% to 6.50% for an overall impact of $65,800. Members observed that the
university could save that amount, but would increase the risk taken on in doing so. A motion was heard to approve
the fees and charges as presented. Bothwell and Huber. Carried.
d. Healthcare Benefits – Budget Rates. Hornberger noted that these benefits were impacted by the new OHIP+
benefits. She provided an overview and highlighted: potential to examine adjustment of the single-to-family ratios;
retirees and part-time employees are included but are not material to the ratios. Members observed that the current
ratios could be interpreted to be providing an effective subsidy to couples without dependent children. A motion
was heard to approve option 1 as presented. Huber and Bothwell. Carried. The committee will examine the
potential for option 2 in the forthcoming benefits review.
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Pension & Benefits Committee 
9 March 2018 page 2 of 3 

5. HOLISTIC BENEFITS REVIEW
Scott Palmer provided an overview of relative results in each category: Aon was able to obtain all 21 comparators
sought; Aon applies the actuarial value of benefits in its analysis, and makes no adjustment for the subjective value
of a particular benefit to the particular employer; figures are normalized for demographics. Members clarified that
the university does not track the overall imputed cost of short-term disability, though some tracking occurs in
pockets. Members requested an example of how the relative scores are arrived at; this will come to a future
meeting.

6. ACTUARIAL VALUATION RESULTS (RPP AND PPP)
Shapira spoke to the valuation results: calculated funding liability of $31.7M on a going concern basis, but if one
adds back the deferred asset this produces a funding excess of $12.7M; ten year history of university funding
contributions, ranging from 145-163% of total member contributions; it may be advantageous for the university to
file the valuation this year, since this could ensure more of the contributions are directed into the plan. A motion
was heard to approve the preliminary valuation results. Bardswick and Forrest. Carried. These results will be kept
as preliminary until further analysis to assess whether to file the valuation this year.

7. REVIEW OF CONTRIBUTION AND PROTOCOL CAPS (RPP AND PPP)
Byron spoke to the document: current caps and maxima are specific within the Income Tax Act (ITA) as well as the
registered and payroll pension plans; purpose of protocol is to track on an annual basis the current and past service
costs associated with indexing the ITA maximum pension beyond the registered plan cap, as well as of maintaining
the payroll plan cap at 1.15 times the ITA maximum pension; projections of number of members reaching/
exceeding caps, by age groupings; very few comparator institutions top up the registered pensions with a plan such
as the payroll plan; as time proceeds, it may benefit to shift the payroll plan into the registered plan once the caps
converge, and Aon will model calculations for the registered plan with the cap of $3400 for a future meeting. A
motion was heard to accept the calculations as presented. Kibble and Jha. Carried.

8. QUARTERLY RISK MANAGEMENT DASHBOARD – 31 DECEMBER 2017
Byron provided a short overview and noted that with long-term fixed income rates are decreasing, the market is
seeing a flattening of the yield curve.  This item was received for information.

9. ENHANCED CPP AND IMPACT ON PENSION PLAN
This item was deferred to a future meeting.

10. OTHER BUSINESS
a. This item was received for information.
b. Jha noted that FAUW recently requested a meeting with Human Resources along with UWSA and CUPE to

discuss the services provided by Morneau Sheppell for complex long-term disability cases. Hornberger will
work with the groups to set up a meeting, and she clarified that those services are provided as instances arise
and are not contracted for a given period.

c. Bothwell inquired as to when this committee might soon discuss the funds allocated to benefits coming out of
the FAUW salary negotiations. It was noted that similar discussions are currently occurring with UWSA, and
that CUPE will have a later timeline to potentially consider a similar arrangement – for both of the other
groups, it would be imprudent to presume the outcomes at this time. Should all groups come to a common
arrangement, the matter will come to this committee – a similar process occurred some years ago with the
introduction of dental coverage.

11. PROCEED INTO CONFIDENTIAL SESSION
With no additional business in open session, the committee proceeded into confidential session.

NEXT MEETING 
The next meeting is on Friday 19 May 2018 from 9:30 a.m. – 12:00 noon in NH 3318 

10 May 2018  Mike Grivicic 
Associate University Secretary 
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D = deferred 

Execution against Work Plan 

Pension & Benefits Committee, Board of Governors, University of Waterloo 

The below represents the annual responsibilities of the P&B Committee and has been prepared as an aid to planning only. The committee’s activities are much 
broader, however, and include: legislative changes, plan changes and improvements; selection of managers and service providers; and requests from the UW 
community regarding pension and benefits plans.  

Task Frequency 
(Target month) 

19 May 
2017 

16 June 
2017 

8 Sept 
2017 

6 Oct 
2017 

10 Nov 
2017 

8 Dec 
2017 

19 Jan 
2018 

23 Feb 
2018 

9 Mar 
2018 

18 May 
2018 

Approval of Actuarial Valuation Assumptions Annual (Jan)  

Investment Status of PPP Annual (Jan)  

Preliminary Valuation Results (RPP and PPP) Annual (Feb)  

Cost-of-living Increase for Pensioners Annual (Feb)  

Pensions for Deferred Members Annual (Feb)  

Salaries for Pension Purposes for Individuals on 
Long-term Disability 

Annual (Feb)  

Actuarial Valuations (RPP and PPP) Annual (Mar)  

Review of Contribution and Protocol Caps 
(RPP and PPP)  

Annual (Mar)  

Benefits Plan Premium Renewals Annual (Mar)  

Indexing of Long-term Disability Plan Benefits 
and Maxima 

Annual (Mar)  

Annual Committee Self-Assessment Annual (Mar)  

Budget Overview Annual (May) D   

Previous Years’ Fees and Expenses Annual (May)   

Annual Audit of the Pension Plan Fund 
Financial Statements 

Annual (May)   
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Pension & Benefits Committee – Execution Against Work Plan 

 

 

                                                 
1 Most recent report was published in January 2018 for the 2017 calendar year 

Task Frequency 19 May 
2017 

16 June 
2017 

8 Sept 
2017 

6 Oct 
2017 

10 Nov 
2017 

8 Dec 
2017 

19 Jan 
2018 

23 Feb 
2018 

9 Mar 
2018 

18 May 
2018 

Benefits/Financial Analysis Report Annual (June)  D         

Indexing of Health and Dental Plan Maxima Annual (Nov)           

Cost-of-living adjustment to payroll pension 
plan limit 

Annual (Dec)           

Indexation of Retiree Life Insurance  Annual (Dec)           

Total Fund Overview 
(provided under reports from RPPI) 

Quarterly           

Investment Manager Review  
(provided under reports from RPPI) 

Semi-annually           

Approval of the Statement of Investment 
Policies and Procedures (SIPP) 

Annual            

Annual Report to the Community1 Annual           

Actuarial Filing Minimum  
every three  
years 
 
Most recent 
filing in 2017 
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Memorandum 

To:  Pension & Benefits Committee 

From:  P&B Working Group on Pension Investment Governance 

Date:     11 May 2018 

Re:  Proposal for Revision to Governance of University Pension Plan Assets 

 
At its meeting on 10 March 2017, the Pension & Benefits Committee (P&B) directed that a working group 
prepare a revised governance structure to the Registered Pension Plan Investment Subcommittee 
(“RPPI”). In response to this direction, the working group has formulated the attached draft terms of 
reference for a new sub-committee of the Finance & Investment Committee (F&I) and Pension & 
Benefits Committee, notionally named the Pension Investment Committee (PIC).  
 

The objective of this revised structure is to promote: 

1. The central importance of managing the investments of the pension plan, including the 

achievement of the required rate of return, maintaining mindfulness of the liabilities of the plan, 

and the optimization of fees 

2. Greater efficiency in decision-making related to the pension plan assets by adjusting the 

thresholds at which such decisions migrate from occurring at the PIC level to recommendations 

to the Board of Governors by the P&B Committee. 

3. Recognition of the breadth of stakeholders by drawing the membership of the committee from 

each of the Board of Governors, the employee groups, and from the community including 

retirees such that no group would have a voting majority, with one extra member from the Board 

of Governors serving to reflect that the ultimate responsibility for any funding shortfalls resides 

with the University 

4. Decision making that is both agile and that can gain broad consensus, whether by formal or 

informal means, within the approved bounds of the committee’s terms of reference and the 

approved Statement of Investment Policies and Procedures (SIPP) 

a. It would be anticipated that, within the thresholds proposed herein, the PIC would 

effectively be able to carry out nearly all of the management of the pension investments 

short of approving new managers or terminating existing managers 

The changes contemplated by the working group would delegate authority from both P&B and F&I so as 

to establish the PIC as the operational locus of control for matters pertaining to the management of 

investment assets of the pension plan.  The two existing committees would retain their empowerments 

from the Board in this regard, but would themselves delegate onward to the PIC formally as a 

subcommittee to the F&I and P&B. The attached chart provides a simplified breakdown of the 

governance roles of the Pension Investment Committee, the Finance & Investment Committee, the 

Pension & Benefits Committee, and the Board of Governors. 
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To put into effect these changes in pension investment governance, it is anticipated that Board of 
Governors approval would be sought to approve revisions to the terms of reference for P&B as well as 
that of the F&I, as well as the approval of the dissolution of RPPI. The dissolution of the RPPI will require 
the approval of P&B and F&I.  

It bears mentioning that this proposal amounts to a delegation of a portion of general P&B authority for 

pension investment management (as below), which is allowed under the text of the pension plan and 

would require approval of the Board of Governors.  

Excerpt from P&B Terms of Reference 

 “The Committee shall have full power to administer employee pension and benefits plans 
approved by the Board, such power to include, but not limited to, the following: 

 to make and enforce such rules and regulations as it shall deem necessary for the 
effective and efficient administration of the pension plan and to decide all questions 
concerning the pension plan, including who is eligible to participate 

… 

 to recommend to the Board the appointment of custodians / trustees and fund managers 
 to recommend to the Board for approval investment policy as described in the Statement 

of Investment Policies and Procedures 

Note: 

(1) The Finance & Investment Committee will assist, advise and review on matters related to 

the appointment of the custodians / trustees and fund managers and investment policy. 

When the Pension & Benefits Committee is selecting a fund manager, the Chairs of the 

Finance & Investment Committee and of the Pension & Benefits Committee consult and reach 

agreement on the selection process of the fund manager as well as the extent to which the 

Finance & Investment Committee will act as a resource to the Pension & Benefits 

Committee.” 

This general empowerment is complemented by the involvement of F&I with respect to pension 

investment management:  

“To review and recommend to the Board, directly or indirectly though the Pension & Benefits 

Committee, all UW investment policies and guidelines, including rebalancing strategies. 

 

To monitor the performance of all external fund managers, to recommend their appointment to 

the Board, as required*, and to take actions as may be deemed appropriate. 

… 
 
To assess annually the adequacy of the Committee's terms of reference as well as those of the 
Pension & Benefits Committee, in consultation with the Chair of the Pension & Benefits 
Committee, and to propose any needed amendments to the Governance Committee. 
 
*The Finance & Investment Committee recommends the appointment of all fund managers 
except those appointments made to the Board through the Pension & Benefits Committee. When 
the Pension & Benefits Committee is selecting a fund manager, the Chairs of the Finance & 
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Investment Committee and of the Pension & Benefits Committee consult and reach agreement 
on the selection process of the fund manager as well as the extent to which the Finance & 
Investment Committee will act as a resource to the Pension & Benefits Committee.” 

Should the PIC structure be seen as desirable, a submission would be made to the Board of Governors to 

endorse the structure and to direct staff to bring forward the relevant changes to various terms of 

reference to appropriately delegate authority, as well as to direct the formulation of a prospective work 

plan for the new committee. 

  

PB 18 May 2018, page 8 of 94



 
 

Proposed 
        

Responsibility Activity carried out by governance body 

PIC F&I P&B Board of Governors 

Selection of 
custodians/trustees  

None None Recommend to BOG Approval of recommendation from P&B 

Annual review of SIPP, 
rebalancing guidelines 
and investment policy 

Review, obtain input from F&I, then 
recommend any changes to  P&B 

Provide input to PIC 

Receive recommendation 
from PIC, recommendation to BOG 

Approval of recommendation provided 
from P&B 

Selection and 
termination of 
investment managers Review, recommend to P&B, report 

to F&I 
Receive for information (may be quarterly 
reporting) 

Receive recommendation 
from PIC, recommendation to BOG 

Approval of recommendation provided 
from P&B 

Review of investment 
manager performance 
(annually) Review, report to P&B and F&I 

Receive for information (may be quarterly 
reporting) 

Receive for information (may be 
quarterly reporting) 

Receive for information through P&B and 
F&I 

Purchase/sale/allocation 
of assets within the list 
of approved investment 
managers 

Approval of asset mix changes and 
investment decisions, where the 
cumulative annual transaction(s) 
represent less than 15% of the Plan's 
total assets at the beginning of the 
calendar year. Report to P&B and F&I 

Receive for information (may be quarterly 
reporting)  
Where cumulative transactions in a 
calendar year exceed 15% of the Plan’s 
total assets, provide input to PIC  

Receive recommendation 
from PIC where cumulative annual 
transactions exceed 15% of the 
Plan's total assets at the beginning 
of the year, recommendation to 
BOG thereon 

Approval of recommendations from P&B 
where cumulative annual transactions 
exceed 15% of the Plan's total assets at 
the beginning of the year 

Review reports provided 
by P&B including annual 
valuation, investment‐ 
related risk/return 
assessments, asset‐
liability studies 

As needed None Send reports to PIC None 

Quarterly reporting on 
activities, decisions and 
recommendations 

Report to P&B, F&I and Board Receive for information  Receive for information 
Receive for information through P&B and 
F&I 
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Pension Investment Committee – Terms of Reference 
 

The Pension Investment Committee (the “committee”) is a subcommittee of the Finance & Investment 
Committee and Pension & Benefits Committee that oversees the investment of the assets of the 
University of Waterloo Pension Plan (“the Plan”). 
 

Mandate 
The committee is mandated to oversee the investments of the Plan recognizing that (a) the Plan is 

funded through employee and employer contributions and (b) investment decisions are based on a full 

understanding of the underlying liabilities, within acceptable risk tolerances, while remaining mindful of 

liability matching requirements and optimization of fees. 

The details of the mandate are as follows: 
1. To review, at least annually, the Statement of Investment Policy and Procedures (SIPP) with input 

from the Finance & Investment Committee, and to recommend any amendments of the SIPP through 
the Pension & Benefits Committee to the Board of Governors  

2. To review reports provided by the Pension & Benefits Committee including the annual valuation, 
investment-related risk/return assessments, and asset-liability studies and to advise the Pension & 
Benefits Committee on those reports 

3. To meet annually with the investment managers that the Plan has retained 
4. To make recommendations to the Board of Governors from time to time, through the Pension & 

Benefits Committee, on the selection and termination of investment managers or specific 
investments of the Plan 

5. To review at each meeting the investment returns of the Plan assets, the performance of the 
investment managers, the profile of the Plan assets with respect to acceptable risk tolerances and 
asset allocation, and the profile of the Plan assets with respect to applicable liability matching 
requirements 

6. Written reports shall be provided quarterly to the Pension & Benefits Committee and to the Finance 
& Investment Committee outlining the Pension Investment Committee’s activities, decisions, 
recommendations, future agenda items, and any other applicable information. The Chair will meet at 
least annually with the Pension & Benefits Committee and the Finance & Investment Committee. A 
summary report will be provided quarterly to the Board of Governors through the Pension & Benefits 
Committee and the Finance & Investment Committee 

7. To approve asset mix changes and investment decisions in compliance with the SIPP amongst the 
approved investment vehicles where the cumulative annual transaction(s) represents less than 15% of 
the Plan’s total assets at the beginning of the calendar year. This activity includes allocations to newly-
approved managers, or existing approved managers. The committee may at its discretion place 
investment managers on watch based on criteria developed by the committee. Written reports of all 
such investment decisions shall be provided to the Pension & Benefits Committee, the Finance & 
Investment Committee and the Board of Governors  

8. To consult with the Finance & Investment Committee prior to recommending investment decisions 
and/or asset mix changes to the Board of Governors through the Pension & Benefits Committee, 
where the cumulative transactions in that calendar year would result in exceeding 15% of the Plan(s) 
total assets  

9. To convene a meeting with the Pension & Benefits Committee in the event of a significant market 
event or shift, to discuss issues such as: specifics of significant changes in the investment 
environment; desirable changes to asset mix; overall risk appetite; the quality of specific investments 
and/or performance of investment managers during the event or shift; and market opportunities 
that may be presented due to the event or shift 

10. To advise and/or make recommendations to the Board of Governors and/or the Pension & Benefits 
Committee on any matter pertaining to the management of the assets of the Plan 
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Meetings 
The committee normally will meet four times per year, approximately quarterly, from September to 
June. Additional meetings will be called as required. In person attendance at meetings is encouraged, 
however, members may attend meetings electronically when the university and members have 
appropriate alternate means at their disposal. Between meetings, at the direction of the chair, the 
secretary may facilitate voting on a motion or motions through email or another suitable platform, 
provided none of the members object on the grounds that further information or discussion is 
reasonably required in order to make a proper decision. Meetings are restricted to committee members 
and guests invited by the committee. 
 
Membership 
The three voting constituencies among members are as follows: 

1. Three (3) voting members appointed from and by the Board of Governors, with pension risk      

management and/or investment expertis 

2. Two voting members having pension risk management and/or investment expertise, drawn from 

the complement of regular faculty, staff, and retirees and appointed via consensus agreement by 

the presidents of FAUW, UWSA, CUPE, and UWRA 

3. Two voting members to be drawn from the external community with expertise in pension risk 

and/or investment, appointed by the Governance Committee of the Board of Governors. The 

prospective members in this category will be recommended by the Pension & Benefits 

Committee to the Governance Committee, and the Pension & Benefits Committee would be 

responsible to prepare a master list of potential members for the Governance Committee and 

update it annually to ensure that the Governance Committee has a list of members with relevant 

expertise for the PIC. 

The committee will include four non-voting members: two from university administration appointed by 
the university president, and two from the employee groups appointed via consensus of the presidents 
of CUPE, FAUW, UWSA, and UWRA. It is intended that all of CUPE, FAUW,UWSA and UWRA would be 
represented through the two voting plus two non-voting members. 
 
At least three voting members shall have investment expertise and at least three voting members shall 
have experience in managing pension risk. The committee may engage experts from industry or 
academia if specific advice is required. 
 
Appointments are for one (1) three-year term with the option to reappoint for one (1) additional three-
year term. Members may be reappointed for two (2) additional three-year terms thereafter following a 
two-year break from the end of their most recent term. 
 
Quorum 
At least four voting members, with: at least two members appointed from the Board, one member from 
the employee/retiree constituency, and one member from the external community. 
 
Chair  
The chair of the Committee is appointed from among the committee membership by the Board of 
Governors, on the recommendation of the Governance Committee. 
 
Voting 
Where a question is to be decided with a formal vote, the result of the vote must have the support of at 

least one member from each of the three voting constituencies to validly carry the motion.  
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Appendix - BOG resolutions/empowerments to be resolved under proposed governance 

structure: 

 
A. Finance & Investment Committee - TOR section 3 

… 

 

“To review and recommend to the Board, directly or indirectly through the Pension & Benefits Committee, 

all UW investment policies and guidelines, including rebalancing strategies. 

 

To monitor the performance of all external fund managers, to recommend their appointment to the 

Board, as required*, and to take actions as may be deemed appropriate 

… 
 
To assess annually the adequacy of the Committee's terms of reference as well as those of the Pension & 
Benefits Committee, in consultation with the Chair of the Pension & Benefits Committee, and to propose 
any needed amendments to the Governance Committee. 
 
*The Finance & Investment Committee recommends the appointment of all fund managers except those 
appointments made to the Board through the Pension & Benefits Committee. When the Pension & 
Benefits Committee is selecting a fund manager, the Chairs of the Finance & Investment Committee and of 
the Pension & Benefits Committee consult and reach agreement on the selection process of the fund 
manager as well as the extent to which the Finance & Investment Committee will act as a resource to the 
Pension & Benefits Committee.” 
 

 

B. Pension & Benefits Committee - TOR 

“The Committee shall have full power to administer employee pension and benefits plans approved by the 
Board, such power to include, but not limited to, the following: 

 to make and enforce such rules and regulations as it shall deem necessary for the effective and 
efficient administration of the pension plan and to decide all questions concerning the pension 
plan, including who is eligible to participate 

… 

 to recommend to the Board the appointment of custodians / trustees and fund managers 
 to recommend to the Board for approval investment policy as described in the Statement of 

Investment Policies and Procedures 

Note: 

(1) The Finance & Investment Committee will assist, advise and review on matters related to the 

appointment of the custodians / trustees and fund managers and investment policy. When the Pension & 

Benefits Committee is selecting a fund manager, the Chairs of the Finance & Investment Committee and of 

the Pension & Benefits Committee consult and reach agreement on the selection process of the fund 

manager as well as the extent to which the Finance & Investment Committee will act as a resource to the 

Pension & Benefits Committee.” 
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C. SIPP -  previous version 1 January 2015 

“1. PURPOSE 
The primary goal of the University of Waterloo Pension Plan (2011) (the “Plan”) is to provide members 
with a defined retirement income at a reasonable cost. The prudent and effective management of the 
assets of the pension fund has a direct impact on the achievement of this goal. The University of Waterloo 
(“UW”), sponsor and legal administrator of the pension fund, is responsible for achieving this primary goal. 
 
This document has been prepared in accordance with the relevant legislation affecting the Plan to ensure 
continued prudent and effective management of pension fund assets. Deviating from this Statement of 
Investment Policies and Procedures (“Statement”) is only allowed with the prior written approval of the 
Pension and Benefits Committee (“P&B Committee”).” 
 
Note: no similar text in current SIPP version 1 January 2017, approved on 31 October 2017 

 

D. Pension Plan text 

Section 15.02, Powers of Pension Committee 

“c. to appoint and monitor a consulting actuary and to recommend to the Board of Governors the 
appointment of custodians/trustees and fund managers 
… 
 
(i) to recommend to the Board of Governors for approval an investment policy as described in the 
Statement of Investment Policies and Procedures; and 
(j) to delegate any of these powers and responsibilities to other parties as it sees fit, subject to any limits 
set by the Board of Governors.” 

 
 

E. Subcommittee for Registered Pension Plan Investments - Terms of Reference 
 

“Membership 
 
- two members from P&B selected on the basis of financial/investment expertise 
- three members of F&I, one of whom will be chair  
- Vice-President, Academic & Provost  
- Vice-President, Administration & Finance 
 
The Consulting Actuary/Investment Management Advisor, appointed by P&B, will serve as a resource. 
 
Mandate 
 
- Asset allocation for the Registered Pension Plan recognizing that (a) the Plan is funded through employee 

and employer contributions, (b) acceptable risk tolerances, and (c) liability matching requirements. This 
includes review, at least annually, of the Statement of Investment Policies and Procedures (SIPP) and the 
rebalancing guidelines. 

- Selection and termination of investment managers (information will be made available to all members of 
P&B and F&I upon request) 

- Semi-annual review of investment manager performance   
 
Reporting Structure 
- The subcommittee’s recommendations will be approved by P&B and F&I before being recommended to 
the Board of Governors for approval. P&B and F&I members will have access to all documentation upon 
request.” 
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The University of Waterloo Pension 
Plan for Faculty and Staff 

31 December 2017 
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 A member firm of Ernst & Young Global Limited 

 

Members of the Pension & Benefits Committee of 
The University of Waterloo Pension Plan for Faculty and Staff 

10 May 2018 

We are pleased to provide the required communications related to our audit of the pension plan of the 
University of Waterloo Pension Plan for Faculty and Staff (the Plan).  

Our audit was designed to express an opinion on the statement of net assets available for benefits and the 
statement of changes in net assets available for benefits as at 31 December 2017 and for the year then ended. 
We received the full support and assistance of your personnel in conducting our audit. Open and candid 
dialogue with you is a critical step in the audit process and in the overall corporate governance process and we 
appreciate this opportunity to share the insights from our audit with you. 

This report is intended solely for the information and use of the Pension & Benefit Committee and 
Management. It is not intended to be, and should not be, used by anyone other than these specified parties. 
We disclaim any responsibility to any third party who may rely on it. Further, this report is a by-product of our 
audit and indicates matters identified during the course of our audit. Our audit did not necessarily identify all 
matters that may be of interest to the Pension & Benefits Committee in fulfilling its responsibilities.  

If you have any questions or comments, please do not hesitate to contact us. 

Sincerely 

 
Chartered Professional Accountants 
Licensed Public Accountants 
 

Per: Blaine Hertzberger, CPA, CA, LPA Kristina Tubbs, CPA, CA 
 Partner Senior Manager  

519 571 3339 519 571 7657 
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EY services 
 

Our primary deliverable was to express an opinion on the statement of net assets available for benefits and the 
statement of changes in net assets available for benefits of the Plan. We have completed substantially all of 
our audit procedures and expect to issue an unqualified audit opinion upon finalization of the following matters:  

► Receipt of signed letter of representation from Management 
► Approval of the financial statements by the Pension & Benefits Committee  

Auditor’s responsibility under Canadian generally accepted auditing standards 
(GAAS) 

The financial statements are the responsibility of Management. Our audit is designed in accordance with 
Canadian GAAS to obtain reasonable, rather than absolute, assurance about whether the financial statements 
are free of material misstatement. 

Independence 
 

We confirm our independence to Management and the Pension & Benefits Committee pursuant to CAS 260. 
We are not aware of any relationships that may reasonably be thought to bear on our independence and we 
reconfirm our independence up to the date of this report.   

Summary of the audit approach 

For the purpose of the audit of the financial statements, our audit plan is developed after considering the 
inherent risks and control risks and the effectiveness of the internal controls related to the Plan. A variety of 
factors are considered when establishing the audit scope including size, specific risks, the volumes and types 
of transactions processed, changes in the business environment, and other factors. Our audit strategy focuses 
on those financial statement items that may be more vulnerable to material misstatement, including the risk of 
fraud. Our procedures for your Plan were primarily of a substantive nature. 

Our principal areas of focus were: 

► Completeness and measurement of pension contributions  
► Measurement and occurrence of benefit payments 
► Completeness and occurrence of investment income, and 
► Valuation of investments 

While the majority of our procedures were substantive procedures, we have relied on the Service Organization 
Control (SOC1) report issued for CIBC Mellon, the Fund’s custodian, and BNY Mellon, a subservice provider to 
CIBC Mellon providing custody and valuation services.  

At the conclusion of the audit, we formulate our opinion on the financial statements of the Fund as to their fair 
presentation in all material respects. Our estimation of materiality requires professional judgment and 
necessarily takes into account qualitative as well as quantitative considerations. Materiality for the 2017 audit 
was set at approximately 1.9% (2016 - 2%) of net assets, or $32,000,000 (2016 - $30,000,000). 
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Critical policies, estimates, areas of audit emphasis, and significant risks 
 

Disclosure requirements 

There were no changes made to the disclosure requirements in Fiscal 2017. 

Auditing the valuation of fixed income investments  

Canadian auditing standards require us to perform additional procedures to audit the valuation of investments 
with higher valuation risk or measurement uncertainty risk by performing the following: 

► Document an understanding of Management’s investment strategy 
► Understand how the investment portfolio is priced and which pricing sources are used 
► Understand the types of securities that compose the portfolio and evaluate them to determine the 

appropriate classification as higher or lower estimation uncertainty, and 
► For securities classified as higher uncertainty estimation, if applicable, perform additional procedures to 

gain comfort over the appropriateness of the valuations.  

EY reviewed the individual fixed income securities held in the plans for any that may be considered to have 
higher estimation uncertainty and performed additional procedures where necessary. Based on procedures 
performed in 2017, there were no fixed income investments identified that exhibited higher estimation 
uncertainty. The fixed income investments held by the Plan are valued based on inputs that have observable 
market data and therefore are classified as level 2. We did not identify any issues with the valuation of fixed 
income investments. 

Auditing the valuation of equity investments 

We updated our understanding of how the fair values of the Plan’s investments have been determined and 
tested the fair values to assess the appropriateness of these fair values. We confirmed all investments held at 
year-end with the custodian (CIBC Mellon) and respective investment managers. In addition, we obtained the 
CIBC Mellon and BYN Mellon Service Organization Control report and were able to place reliance on the 
custodian’s controls as no significant deficiencies were identified within the reports. 

On a sample basis, we tested the market values of equity investments held by the Plan. EY noted no issues 
with the investment valuation when compared to independent market information. The equity investments held 
by the Plan are lower estimation uncertainty since they are exchange traded or there is daily pricing and 
therefore they are classified as level 1 in the fair value hierarchy disclosure. The pooled fund investments held 
by the Plan are valued based on inputs that have observable market data and therefore are classified as Level 
2. As a result of the procedures performed, we did not identify any issues with the valuation of equity or pooled 
funds investments.   

Employer contributions 

We updated our understanding of the employer contributions process. With reference to the latest actuarial 
funding valuation report as of 1 January 2017 we verified that the employer contributions made by the Plan 
were in accordance with the recommendations of the actuary.  
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We tested and recalculated on a sample basis the employee and employer contributions. No issues were 
noted. 

Benefit payments 

We confirmed our understanding of the benefit payments process and examined, on a test basis, benefit 
payments to verify they were accurately processed. We performed an analytical review of benefit payments 
and investigated variances from the prior year. In addition, we confirmed that members who withdrew from the 
pension plan in the current year, but had not yet received payment were properly accrued for at year-end. No 
issues were noted. 

Accounting estimates 

There are no significant judgments or estimates required to prepare the financial statements where actual 
amounts are likely to be significantly different from the estimates.  

Fraud considerations and the risk of Management override  

We are responsible for planning and performing our audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement, whether caused by error or by fraud (CAS 240, The 

Auditor’s Responsibilities Relating to Fraud in an Audit of Financial Statements). 

Our audit procedures encompassed the requirements of CAS 240: brainstorming, gathering information to 
facilitate the identification of and response to fraud risks and performing certain procedures to address the risk 
of Management override, including examining journal entries, reviewing accounting estimates and evaluating 
the business rationale of significant unusual transactions. 

We are not aware of any fraud or non-compliance with laws and regulations involving Senior Management or 
any fraud or non-compliance with laws and regulations that could cause a material misstatement of the 
financial statements. 

Summary of audit differences (SAD)  

During the course of our audit, we accumulate differences between amounts and disclosures recorded by the 
Plan, and amounts and disclosures that we believe are required to be recorded under Canadian accounting 
standards for pension plans. In fiscal 2017, no audit adjustments were identified during the audit.   

Summary of significant disclosure deficiencies  

During the course or our audit, we identify those significant disclosures required in the financial statements of 
the Plan, that we believe were not adequately reflected. We did not identify any significant disclosure 
deficiencies. 
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Other required communications 

► There were no major issues discussed with the Pension & Benefits Committee or those charged with 
governance in connection with our initial or recurring retention as the auditors, including, among other 
matters, any discussions regarding the application of accounting principles and auditing standards, the 
scope of the audit, financial statement disclosures and the wording of the auditors’ report. 

► There were no disagreements with Management about matters that individually or in the aggregate could 
be significant to the Plan’s financial statements or the auditors’ report. 

► We are not aware of any instances where Management consulted with other accountants about auditing or 
accounting matters.  

► There were no serious difficulties encountered in dealing with Management related to the performance of 
the audit. 

► We are not aware of any significant unusual transactions recorded by the Fund or of any significant 
accounting policies used by the Plan related to controversial or emerging areas for which there is a lack of 
authoritative guidance. 

► We are not aware of any related party transactions that are not in the normal course of operations and that 
involve significant judgments made by Management concerning measurement or disclosure.  

► There were no material alternative accounting treatments that have been discussed with Management 
during the current audit period. 

► There were no significant matters arising during the audit in connection with the Plan’s related parties. 

► There are no other findings or issues arising from the audit that are, in our judgment, significant and 
relevant to those charged with governance regarding the oversight of the financial reporting process. 

► Based on our inquiries of Management and those charged with governance, we are not aware of any 
subsequent events which might affect the financial statements. 
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Independent auditors’ report 
 
To the Pension and Benefits Committee of the  
University of Waterloo Pension Plan for Faculty and Staff 
 
We have audited the accompanying financial statements of the Fund of the University of Waterloo Pension 

Plan for Faculty and Staff [Ontario Registration Number 0310565], which comprise the statement of net assets 
available for benefits as at December 31, 2017, and the statement of changes in net assets available for benefits 
for the year then ended, and 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 Regulation 
909, Section 76 of 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 Regulation 909, Section 76 of 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 the auditors’ 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, the auditors 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, these financial statements present fairly, in all material respects, the net assets available for benefits 
of the Fund of the University of Waterloo Pension Plan for Faculty and Staff as at December 31, 2017, and 
the changes in its net assets available for benefits for the year then ended in accordance with the financial reporting 
provisions of Regulation 909, Section 76 of the Pension Benefits Act (Ontario). 
 
Basis of accounting and restriction on use 

Without modifying our opinion, we draw attention to Note 1 to the financial statements, which describes the basis 
of accounting.  The financial statements are prepared to assist the Pension and Benefits Committee 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 Pension and Benefits Committee and the 
Financial Services Commission of Ontario and should not be used by parties other than the Pension and Benefits 
Committee or the Financial Services Commission of Ontario. 
 
 
 
 
Kitchener, Canada Chartered Professional Accountants 
May 18, 2018 Licensed Public Accountants 
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Statement of net assets available for benefits 
 

As at December 31 
 

 2017 2016 
$ $ 

 
Assets 
Investment income receivable 
 
 
 

 
 

 3,968,009 

 
 

3,721,545 
HST receivable 421,813 203,255 
Unrealized gain on forward foreign exchange contracts [note 4[e]] —  7,480,041 
Investments, at fair value [note 4[a]]        1,673,574,830  1,510,870,144 
Total assets        1,677,964,652 1,522,274,985 
    

 
 

Liabilities 
Benefits payable 

Retirement 

 
 
 
                  43,648 

 
 
 

  1,311 
Termination                  428,861 436,561 

Management and administrative fees payable [note 7[b]] 1,289,286 
 

1,262,708 
Unrealized loss on forward foreign exchange contracts [note 4[e]]            —   3,078,328 
Total liabilities   1,761,795   4,778,908 
Net assets available for benefits 1,676,202,857 1,517,496,077 

 

See accompanying notes 
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Statement of changes in net assets available for benefits 
 

Year ended December 31 

 
2017 2016 

$ $ 
 

 
Increase in net assets 
Employee contributions 

Required 30,928,086 29,217,369 
Employer contributions  

Current service 35,660,336 30,590,585 
Special 14,817,016 17,088,541 

Transfers from other plans [note 8] 2,122,220 2,077,536 
Interest income [note 4[d]] 19,531,511 19,748,325 
Dividend income [note 4[d]] 21,305,671 19,510,788 
Realized gains on investments 40,509,797 46,742,675 
Unrealized gains on investments 79,559,217 33,428,386 
Total increase in net assets 244,433,854      198,404,205 

 
 

Decrease in net assets 
Benefit expenses 

 

Retirement benefits 56,413,474 53,807,115 
Terminations benefits 6,642,575 5,879,154 
Death benefits 911,769 968,475 

Unrealized foreign exchange losses             16,884,487 
 

         16,645,204 
Management and administrative expenses [note 7[a]] 4,874,769 4,580,780 
Total decrease in net assets 85,727,074 81,880,728 

 
Net increase in net assets for the year 

 
         158,706,780 

 
       116,523,477 

Net assets available for benefits, beginning of year 1,517,496,077 1,400,972,600 
Net assets available for benefits, end of year 1,676,202,857 1,517,496,077 

 

See accompanying notes 
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Notes to financial statements 
 
 

 

December 31, 2017 
 
 
1. Basis of presentation 

These financial statements of the University of Waterloo Pension Plan [the “Plan”] have been prepared on a 
going concern basis and in accordance with the significant accounting policies set out below that comply with the 
financial reporting provisions prescribed by the Financial Services Commission of Ontario for financial 
statements under Regulation 909, Section 76 of the Pension Benefits Act (Ontario). The basis of accounting 
used in these financial statements materially differs from Canadian accounting standards for pension plans in 
Section 4600, Pension Plans, in Part IV of the CPA Canada Handbook in part because it excludes the Plan’s 
pension obligations and related disclosures. Consequently, these pension fund financial statements do not 
purport to show the adequacy of the Plan’s assets to meet its pension obligations. These financial statements 
present the information of the Plan as a separate reporting entity independent of the Sponsor and Plan 
participants. 

 
In accordance with Section 4600, Canadian accounting standards for private enterprises in Part II of the CPA 
Canada Handbook have been adopted for policies that do not relate to the Plan’s investment portfolio to the 
extent that those standards do not conflict with the requirements of Section 4600. 

 
2. Description of the plan 

The Plan is a contributory defined benefit pension plan covering employees of the University of Waterloo [the 
“University” or the “Sponsor”]. The Board of Governors of the University is the administrator of the Plan [the 
“Administrator”]. The University’s Pension and Benefits Committee has been appointed by the Board of Governors 
to administer the Plan. CIBC Mellon Trust Company is the custodian and trustee of the Plan. The assets of the 
Plan are held “in trust” within CIBC Mellon Trust Company. Aon Hewitt has served as the actuary of the Plan 
during 2017. The Plan is registered under the Pension Benefits Act (Ontario) under Registration Number 
0310565. 

 
Funding policy 

The Plan is open to all full-time and part-time salaried employees who meet certain eligibility requirements. 
Under the terms of the Plan, the employees are required to contribute 6.25% of base earnings up to the Canada 
Pension Plan’s Yearly Maximum Pensionable Earnings [“YMPE”] limit plus 8.95% of base earnings exceeding 
the YMPE and up to two times the YMPE plus 9.95% of base earnings exceeding two times the YMPE. The 
University contributes the balance of the cost required to fund the Plan, as determined by an actuarial valuation 
of the Plan. 

 
Funding valuation 

The most recent actuarial valuation, filed with the Financial Services Commission of Ontario, was as at January 1, 
2017 and was prepared by Aon Hewitt. The rate of compensation increase used was 4.00% per year and the 
discount rate was 5.5%. The next required actuarial valuation is as of January 1, 2020. 
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Notes to financial statements 
 
 

 

December 31, 2017 
 
 

Benefits

On the normal retirement date, a member is entitled to an annual pension equal to 1.4% of his or her Final
Average Earnings [“FAE”] up to the YMPE average, plus 2.0% of his or her FAE in excess of the YMPE average
multiplied by his or her years of credited service. FAE is the member’s average annual base earnings during the
averaging period’s continuous months of highest earnings during the member’s last 10 years of employment at
the University. The averaging period for FAE is 60 months. The YMPE average is determined by averaging the 
YMPE in the year of retirement plus the YMPE in the four preceding years.

 Effective May 1, 2014, the Plan adjusted its guaranteed indexation related to post-retirement cost of living 
adjustments. Any pension benefits earned as at December 31, 2013 will be indexed at 100% of the Consumer 
Price Index [“CPI”] to a maximum of 5%, and any pension benefit earned as of an employee’s date of retirement 
less the pension benefit earned as at December 31, 2013 will be indexed at 75% of CPI to a maximum of 5%. 

 
Vested retirement benefits of the Plan are payable upon satisfaction of early retirement eligibility requirements 
[as early as age 55] and prior to the member’s normal retirement date [age 65]. Vested retirement benefits are 
also payable in the case of termination of employment prior to retirement. A death benefit is payable to the 
beneficiary of a member as designated. 

 
Income taxes 

The Plan is a Registered Pension Trust as defined in the Income Tax Act (Canada) and, as such, is not subject 
to income taxes. 

 
3. Summary of significant accounting policies 

Recognition of contributions and benefits 

All contributions from the Sponsor and the Plan participants are reflected in the year of the related participant’s 
earnings. 

 
Contributions and benefits payable are recognized on the accrual basis of accounting. Termination benefits 
payable consist of amounts owing but not yet paid to employees who were terminated from the Plan before the 
year-end. Retirement benefits payable consist of amounts owing but not yet paid to employees who retired 
before the year-end. 

 
Lump-sum payments or transfers out of the Plan are accounted for in the period in which the election to effect 
such payment or transfer is made. 
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Investments 

Investments are recorded at fair market value on the statement of net assets available for benefits. 
 
Fair value is the amount of consideration that would be agreed upon in an arm’s length transaction between 
knowledgeable, willing parties who are under no compulsion to act. The fair value of investment assets is 
determined as follows: 

 
[a] Cash and short-term deposits are valued at amortized cost which approximates fair value. 

 
[b] Bonds, debentures, equities, preferred shares and derivative financial instruments are valued by reference to 

quoted market prices. 
 
[c] Investments in pooled funds are valued based on fair value information provided by the fund managers. 

 
Investment liabilities are stated at fair value and represent liabilities that are incurred by the Plan in investment- 
related activities. These may include, but are not limited to, derivatives in a liability position, repurchase 
agreements, financial instruments sold but not yet purchased, and cash collateral received from counterparties. 

 
Net realized gains or losses on disposal and unrealized changes in fair value for the year are recognized in the 
statement of changes in net assets available for benefits. Interest earned on investments is recorded on an 
accrual basis. Dividend income is recorded on the ex-dividend date. Transaction costs are expensed as incurred. 

 
Foreign currency translation 

Investments denominated in foreign currencies are translated into Canadian dollars at rates of exchange as at 
the year-end date. Transactions of investments denominated in foreign currencies are translated into Canadian 
dollars at rates of exchange applicable on the transaction dates. 

 
Use of estimates 

The preparation of financial statements requires the Plan’s Administrator to make estimates and assumptions. 
These estimates and assumptions affect the reported amounts of assets and liabilities and disclosure of 
contingencies as at the date of the financial statements, and the reported amounts of increases and decreases in 
net assets available for benefits during the reporting period. Actual results could differ from those estimates. 
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4. Investments 

[a] Summary of investments 
 

Investments are comprised of the following: 
 

2017 2016 
 

Fair value Cost Fair value Cost 
$ $ $ $ 

 

 

Equities 
 

Canadian companies 248,402,139 156,452,267 206,556,173 147,049,180 
Foreign companies 195,276,165 151,134,808 167,831,040 137,033,078 

Foreign equity pooled funds 417,378,093 249,354,636 362,976,127 222,879,827 
 861,056,397 556,941,711 737,363,340 506,962,085 
Bonds, cash and short-term deposits 
Canadian fixed term bonds 

 
315,815,554 

 
321,271,630 

 
310,794,178 

 
312,278,966 

Bond pooled funds 312,456,372 301,809,488 295,379,995 282,331,203 
Cash and short-term deposits 184,246,507 184,454,310 167,332,631 167,278,792 

 812,518,433 807,535,428 773,506,804 761,888,961 
 1,673,574,830 1,364,477,139 1,510,870,144 1,268,851,046 
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[b] Investment managers 
 

The investments are managed by the following investment managers: 
 

 2017  2016  
Fair value Cost Fair value Cost 

$ $ $ $ 

 
TD Asset Management 

    

Bonds 
Canadian fixed term bonds 

 
315,815,554 

 
321,271,629 

 
310,794,178 

 
312,278,966 

Bond pooled funds 312,456,372 301,809,488 295,379,995 282,331,203 
Foreign equity pooled funds   17,697,930   17,349,820        15,392,525     15,352,755 
Cash and short-term deposits    576,168    576,168 2,433,839 2,433,839 

 646,546,024 17,349,821 624,000,537 612,396,763 
 
University of Waterloo managed fund 

    

Equities 
Canadian equities [infrastructure and 
real estate] 

 

 
185,616,836 

 

 
105,513,829 

 
 

149,421,401 

 
 

98,727,329 
Cash and short-term deposits 158,871,118   158,871,127 137,756,995 137,756,995 

 344,487,954   264,384,956 287,178,396 
 

236,484,324 
 
Sionna 
Equities Canadian 
companies 

 
 

 
62,785,302 

 
 

 
50,938,438 

 
 
 

57,134,772 

 
 
 

48,321,848 
Cash and short-term deposits 2,485,165 2,485,165 1,885,598 1,885,598 

 65,270,467 53,423,603 59,020,370 50,207,446 
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 2017  2016  
Fair value Cost Fair value Cost 

$ $ $ $ 

 
Trilogy Global Advisors 

Equities 

    

Foreign companies 195,276,166 151,134,808 167,831,040 137,033,078 
Cash and short-term deposits 8,230,913 8,438,707 5,875,787 5,821,951 

 203,507,079 159,573,515 173,706,827 142,855,029 
 
Oldfield Partners 

    

Equities 
Foreign equity pooled funds 

 
151,201,852 

 
77,549,323 

 
136,777,517 

 
75,418,555 

 

Walter Scott & Partners 
Equities 

 

Foreign equity pooled funds 248,478,311 154,455,493 210,806,085 132,108,517 
 
Operating fund at CIBC Mellon Trust 

Company 

    

Cash and short-term deposits 14,083,143 14,083,143 19,380,412 19,380,412 
 
Total investments 

 
1,673,574,830 

 
1,364,477,139 

 
1,510,870,144 

 
1,268,851,046 

 

`
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December 31, 2017 
 
 

[c] Significant investments 
 

The Plan contains the following individual investments, which exceed 1% of the cost or market value of the total 
investments as at December 31, 2017: 

 
Fair value Cost 

$ $ 
 

 
Short-term deposits 
 

 

 
 

 

 
 Royal Bank BA 1.21% due January 22, 2018        150,037,856     150,037,856 

CIBC Mellon 0.20%/YR TR VAR RATE 14,083,143 14,083,143 

Pooled funds 
TD Emerald Canadian Bond Index Fund 

 

312,456,372 

 

301,809,488 

Overstone Global Equity Fund 151,201,852 77,549,323 

Walter Scott & Partners Global Equity Fund 248,478,311 154,455,493 

Canadian equities 
Brookfield Infrastructure Partners 

 

135,264,246 

 

55,191,582 

ishares S&P/TSX Capped REIT   50,352,518 50,322,205 
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[d] Investment income by type  
 

2017 

 
 

2016 
 $ $ 

 
Dividend income 

  

Canadian equities 9,542,284 9,453,928 
Foreign companies 3,961,107 3,343,277 
Foreign pooled funds 7,802,280 6,713,583 

 21,305,671 19,510,788 
 
Interest income 

  

Bonds, cash and short-term deposits 1,344,302 1,079,243 
Canadian fixed term bonds 8,792,526 7,247,292 
Foreign fixed term bonds       — 2,590,460 
Pooled funds 9,394,683 8,831,330 

 19,531,511 19,748,325 
 

[e] Forward foreign exchange contracts 
 

There were no forward foreign exchange contracts as at December 31, 2017.  The following table summarizes the 
maturity date, notional amount and fair value related to the Plan’s forward foreign exchange contracts as at 
December 31, 2016: 
 
 2017 

Notional 
  2016 

Notional 
 

Maturity amount Fair value Maturity amount Fair value 
$ $ $ $ $ $ 

 
Assets 
Japanese yen 

 
 

— —   —  11-Jan-17 
        - 

 
 
  (55,222,606) 

 
 
  5,069,955 

Euro    —    — —  11-Jan-17 (40,034,173) 2,033,756 
British pound sterling — —   — 11-Jan-17  

        - 
  (17,443,761)        376,330 

       (112,700,540) 7,480,041 

 
Liabilities 
United States dollar 

 

 
— 

 

 
— 

 

 
—  

 
 

11-Jan-17 

 
 
(156,227,098) 

 
 
(3,078,328) 

     (156,227,098) (3,078,328) 
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5. Fair value measurements 

Canadian accounting standards for pension plans require disclosure of a three-level hierarchy for fair value 
measurements based on the transparency of inputs to the valuation of an asset or liability as at the financial 
statement date. The three levels are defined as follows: 

 
Level 1: Fair value is based on quoted market prices in active markets for identical assets or liabilities. Level 1 
assets and liabilities generally include equity securities traded in an active exchange market. 

 
Level 2: Fair value is based on observable inputs other than Level 1 prices, such as quoted market prices for 
similar [but not identical] assets or liabilities in active markets, quoted market prices for identical assets or 
liabilities in markets that are not active, and other inputs that are observable or can be corroborated by 
observable market data for substantially the full term of the assets or liabilities. Level 2 assets and liabilities 
include debt securities with quoted prices that are traded less frequently than exchange-traded instruments and 
derivative contracts whose value is determined using a pricing model with inputs that are observable in the 
market or can be derived principally from or corroborated by observable market data. This category generally 
includes pooled funds, hedge funds, Government of Canada, provincial and other government bonds, Canadian 
corporate bonds, and certain derivative contracts. 

 
Level 3: Fair value is based on non-observable inputs that are supported by little or no market activity and that 
are significant to the fair value of the assets or liabilities. This category generally includes private equity 
investments and securities that have liquidity restrictions. 

 
There have been no material transfers between any levels in 2017. 
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  2017  

Level 1 Level 2 Level 3 Total 
$ $ $ $ 

 
Assets 
Cash and short-term deposits 

 

 
— 

 

 
184,246,507 

 
 

— 

 

 
 184,246,507 

Equities 443,678,304 — —  443,678,304 

Pooled funds   — 729,834,465 —  729,834,465 

Bonds — 315,815,554 —  315,815,554 

 443,678,304 1,229,896,526 —  1,673,574,830 

 
 
 

  2016  

Level 1 Level 2 Level 3 Total 
$ $ $ $ 

 
Assets 
Cash and short-term deposits 

 
 

— 

 
 

167,332,631 

 
 

— 

 
 
 167,332,631 

Equities 374,387,213                — —  374,387,213 
Pooled funds — 658,356,121 —  658,356,121 
Bonds   — 310,794,179 —  310,794,179 
Forward foreign exchange contracts —     7,480,041 —      7,480,041 

 374,387,213 1,143,962,972 —  1,518,350,185 
 
Liabilities 
Forward foreign exchange contracts 

 
 

— 

 
 

  3,078,328  — 

 
 
   3,078,328 

 —   3,078,328 —    3,078,328 
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6. Financial risks and risk management 

The Plan’s investment performance is subject to financial risks as a result of its investing activities. These 
financial risks could impact net assets available for benefits. These financial risks include credit risk, liquidity risk, 
interest rate risk, other price risk and foreign exchange risk. The Administrator manages these risks in accordance 
with the Statement of Investment Policies and Procedures [the “SIPP”]. The SIPP includes aggregate investment 
limits by asset class in order to achieve the Plan’s investment objectives at an acceptable level of risk. In 
addition, the SIPP outlines individual investment limits and diversification objectives within different asset 
classes and permitted investment categories within the asset classes. The Pension and Benefits Committee 
monitors adherence to the policy and the performance of investment managers relative to the applicable 
benchmarks and action is taken as deemed necessary. 

 
Credit risk 

Credit risk relates to the potential exposure that the other party to a financial instrument will fail to discharge an 
obligation and cause the Plan to incur a financial loss. Concentration of credit risk exists when a significant 
proportion of the portfolio is invested in securities with similar characteristics or subject to similar economic, 
political or other conditions. 

 
The SIPP restrictions require Canadian bonds or debentures to be rated a minimum of BBB or equivalent, 
establishes a cap of U.S. denominated fixed income securities, and bans the purchase of foreign currency fixed 
income securities. In addition, the SIPP states that no single investment holding shall represent more than 10% 
of the market value of the Plan’s assets. 

 
All of the Plan’s fixed term investments are invested in Canadian short term bonds. The credit risk of the 
Canadian short term bonds as at December 31, 2017 and as at December 31, 2016 are detailed in the following 
chart: 

 
Credit ratings AAA AA A BBB Total 

 

 
As at December 31,  

 

2017 1.3% 35.6% 29.7% 33.4% 100% 
As at December 31, 

2016 
 

 0.1% 
 

40.9% 
 

27.8% 
 

31.2% 
 

100% 
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Liquidity risk 

Liquidity risk is the risk that the Plan may be unable to meet pension payment obligations as they come due. The 
SIPP requires that all investments should be reasonably liquid so that they can be converted into cash on short 
notice. As such, the Plan’s exposure to liquidity risk is considered negligible. 

The following is a maturity analysis of the fixed-term bonds held by the by the plan: 
 

 
2017 2016 

 $ $ 

 
<1 year 

 
  3,961,363 

 
15,148,062 

1–5 years 274,887,532 257,717,878 
5–10 years 36,966,659 

 
37,928,239 

Total 315,815,554 310,794,179 
 

Interest rate risk 

Interest rate risk refers to the adverse consequences of interest rate changes on the Plan’s net assets available 
for benefits and changes in net assets available for benefits. This risk arises as changes in market interest rates 
affect the fair market value of the Plan’s assets as well as the returns that the plan can earn. The SIPP outlines a 
range of 30% – 70% for fixed income securities. The Administrator adjusts the investment mix in the portfolio in 
response to changes in market interest rates. 

 
The following analysis summarizes the impact on the Plan’s net assets available for benefits, following reasonably 
possible changes in interest rates to each bond category to which the Plan has a significant exposure. 

 
Impact of change in interest 

rates 
Market value Duration -1% +1% 

 
 

 

Canadian fixed term bonds  315,815,554 2.81 8,874,417   (8,874,417) 
Bond pooled funds 312,456,372   7.59  23,715,439  (23,715,439)  

  32,589,856  (32,589,856)  
 

Other price risk 

Other price risk is the risk that the value of the investments will fluctuate as a result of changes in market prices. 
As the Plan records all investments at fair value, investment values reflected in the statement of net assets 
available for benefits represent the maximum exposure to market risk. The SIPP outlines a range of 30%–70% for 
equities. The Administrator adjusts the investment mix in the portfolio in response to changes in market 
conditions. 
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Foreign exchange risk  

The Plan is exposed to foreign currency fluctuations to the extent that its foreign investments are denominated in 
foreign currencies. Fluctuations in the value of the Canadian dollar against foreign currencies can have an 
impact on the fair value of foreign investments. The SIPP allows for hedging of portfolio assets denominated in 
foreign currencies into Canadian dollars as a strategy to mitigate foreign exchange risk. There were no 
forward foreign exchange contracts as at December 31, 2017 (refer to note 4e).   

 
The following sensitivity analysis summarizes the impact on the Plan’s net assets available for benefits, following 
reasonably possible changes in foreign currency exchange rates, for each currency to which the Plan has a 
significant exposure. 

 
Impact of change in exchange 

rates 
+5% -5% 

 

 
Euro 

 
3,484,957 

 
(3,484,957) 

United States dollar 13,332,414 (13,332,414) 
British pound sterling 2,563,473 (2,563,473) 
Japanese yen 4,045,798 (4,045,798) 

 

Market risk for equity investments 

The table below demonstrates the sensitivity of the fair value of the Plan’s investments in equities to a possible 
change of 10% in the relevant equity indices. The beta of each equity mandate, a measure of volatility, has been 
applied in estimating this sensitivity. 

 
 
 
 

Fluctuation of 

Impact of % 

change in fair 

value on net 
assets Sensitivity 

$ 
 

 

Equities 
Canadian Stock market indices  +10     21,767,727 

   -10   (21,767,727) 
 
Foreign Stock market indices  +10     23,376,964 
   -10    (23,376,964) 

 
Pooled funds Stock market indices  +10    40,813,330 

  -10   (40,813,330) 
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7. Management and administrative expenses 

[a] Management and administrative expenses 

 

Management and administrative expenses consist of the following: 

 2017 
$ 

2016 
$ 

 
Investment management 

 
3,147,295 

 
2,799,146 

Custodial 211,112 212,791 
Actuarial 279,694 300,792 
Administration               663,196 849,976 
Audit 19,126 19,775 
Non-recoverable harmonized sales tax 554,346 398,300 

 4,874,769 4,580,780 

 
[b] Management and administrative fees payable 

  

Management and administrative fees payable consist of the following:   

 2017 
$ 

2016 
$ 

 
Investment management 

 
921,402 

 
825,946 

Custodial 21,511 20,039 
Actuarial 31,744            57,015 
Administration 293,272 338,577 
Audit 21,357 21,131 

 1,289,286 1,262,708 
 
[c] Contributions 

  

There were no required contributions past due at December 31, 2017.   

 

8. Transfers from other plans 

Transfers from other plans represent transfers into the Plan from external pension plans of a previous employer. 
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9. Capital management 

The capital of the Plan is represented by the net assets available for benefits. The Plan’s objectives when 
managing its capital are to [i] safeguard its ability to continue as a going concern including compliance with 
regulatory requirements under the Pension Benefits Act (Ontario) and [ii] satisfy its obligations to pay benefits to 
the Plan participants. In meeting these objectives, the Sponsor periodically reviews the funding and investment 
policies of the Plan, the results of the actuarial funding valuation and the level of benefits provided to participants. 

 
The Administrator has adopted a SIPP which states investment objectives, guidelines and benchmarks used in 
investing the capital of the Plan, permitted categories of investments, asset mix diversification and rate of return 
expectations. The SIPP was last updated effective January 1, 2017. The amendments to the SIPP adopted new 
terminology to bring the document in line with current best practices. 

 
The portfolio return expectation for the Plan per the SIPP is that the annualized rate of return of the Plan must
exceed the annualized rate of increase in the CPI by at least 350 basis points [“bps”], net of the associated
investment management fees over any 10-year period. Reporting from the actuary of the Plan as at
December 31, 2017 shows a return of 6.01% on the total pension fund, excluding the currency overlay, for the last
10 year period. The Bank of Canada reports total average annual CPI of 1.9% for the relevant 10-year period.
The return on the total pension fund for the last 10-year period achieves the portfolio return expectations for the
Plan per the SIPP.

 
The SIPP prescribes asset categories that the Plan can invest in along with a targeted asset allocation for each 
of these categories. The following table presents the asset categories, the permitted asset mix allocation, and the 
asset mix allocation as at December 31, 2017. 

 
 
 
 

Asset categories 

 
 

Asset mix 

allocation 

Asset mix 

allocation as at 

December 31, 
2017 

 
Cash and short-term deposits 

 
0-15% 

 
11% 

Fixed income 30-70% 38% 
Equities 30-70% 40% 
Alternatives [Infrastructure and Real Estate Equity] 0-20%             11% 

  100% 
 

The investments fell within the targeted asset mix ranges as specified in the SIPP at December 31, 2017. 
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 Ontario Regulation 250/18 made under the Pension Benefits Act was released on April 20th 
 This material provides a summary of the key elements of the Regulation and the financial 

impact and the timing of application to the University 

Overview of Ontario Regulation 250/18 
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Overview of Ontario Regulation 250/18 (Continued) 

• Funding threshold 
reduced to 85% of 
solvency liabilities  
(from 100%) 

• Deficits (based on  
85% threshold) funded  
over 5 years with a  
12-month deferral 

Solvency reform 
• Deficits funded over 

10 years (instead of  
15 years) with 
12-month deferral 

• Special payments 
consolidated into a 
single schedule 

• Going concern 
schedules continue  
for one year after the 
following valuation 
date 

• Separate amortization 
schedules for benefit 
improvements and 
past service liabilities 
for new plans 

Going concern reform 

• Explicit margin applied  
to best estimate going 
concern liability and 
current service cost 
when determining 
minimum contributions 

• Based on target 
allocation to fixed  
income assets as 
disclosed in SIP&P 

• Actual asset allocations 
can be used for 
valuations before  
December 31, 2019 

Provision for adverse 
deviations (PfAD) • Permit use of any 

solvency excess to 
reduce either payment 
amount or amortization 
period (as long as 
amortization period does 
not exceed 6 years) 

• Allow increase in 
contributions under new 
rules compared to 
contributions at valuation 
date if old rules had 
been in effect to be 
phased-in over a 
three-year period 

1 2 3 4 

Transitional rules 
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Overview of Ontario Regulation 250/18 (Continued) 

• Restrict benefit 
improvements unless 
plan’s solvency ratio and 
going concern ratio is at 
least 80% (without PfAD)  

• Lump sum contribution 
could be made to satisfy 
requirements 

• Separate going concern 
schedules required with 
funding over 8 years 

• Solvency funding required 
if solvency ratio falls  
below 85% 

• Require specific content  
to be included in the first 
pension statement for 
active and inactive 
members after new rules 
come into effect including 
summary of new rules and 
an estimate of the transfer 
ratio at the statement date 

• This information is required 
to be included on the 
December 31, 2018 
member statements which 
are due to members by 
June 30, 2019 

• New requirements  
and restrictions on  
use of surplus 

• Surplus used cannot be 
greater than an amount 
that would reduce the 
solvency ratio to 105% 
(transfer ratio for private 
sector plans) 

• Member notice required 
for surplus usage 

• Surplus can be  
used to pay PBGF 
premiums (no member 
notice required) 

• SIP&Ps and plan texts to 
be updated to 
accommodate new rules 

• New PBGF fees effective  
for assessment dates 
after January 1, 2019 

5 6 7 8 

Benefit  
improvements  

New disclosure required Contribution holidays Others 
1 

1 

1 Under Regulation 178/11, more stringent limitations apply for 19 years after 
stage 1 valuation date 
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Summary of Timing Implications  

 
 
 
 

 
 

 
 
 
 
  
 
 
  

 
 
  
 

What   When 
  

Update SIP&P to reflect Section 76 (12) 
Asset Categories and minimum bond rating 

  
Prior to filing next valuation 

Must be filed with regulators within 60 days of change 
  

Update plan text to set out obligation of employer 
and employees to contribute with respect to PfAD on 
current service cost and any plan amendment costs 

   

One year after first valuation is filed under the new 
regulations 

  

New going concern special payments start 
  

One year after next filed valuation  
  

Plan member statements updated to describe new 
funding rules and show estimated transfer ratio as of 
statement date (and transfer ratio from most recent 
valuation)  

    

December 31, 2018 statement which must be 
provided to members by June 30, 2019 

  

New PBGF premiums take effect 
    

First premium under new schedule due 
September 30, 2019 for plan year ending 
December 31, 2018 

  

Funding policy and governance policy filed 
with regulator 

    

To be determined 
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Determination of Provision for Adverse Deviation (PfAD) 

1 Benchmark Discount Rate 

Will not be applied for 
going concern liability  

or current service cost in 
respect of future 

indexation 

Provision for adverse deviation 

Depends on whether 
plan is open or closed 

to new members 

Depends on the 
plan’s target 

asset mix 

Is higher if 
discount rate 

exceeds BDR1 

An explicit margin  

is applied to  

 the best estimate 

going concern 

liabilities and 

normal costs 
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Determination of Provision for Adverse Deviation (PfAD) 
(Continued) 

Fixed income 

Cash  Investment 
grade bonds 

(except employer 
issues) 

Insured 
contracts 

$ 

50% of specified 
alternative 

investments  

$ 

Investment 
grade term 

deposits/GICs 

$ 

All Stocks Employer Issued 
securities 

Non-fixed income 

$ 
50% of specified 

alternative 
investments  
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Determination of Provision for Adverse Deviation (PfAD) 
(Continued) 

The determination of the proportion of assets that are fixed income and non-fixed income is 
based on the target asset allocations in the plan’s SIP&P in the asset categories listed in 
Section 76 (12) of the Pension Benefits Act: 
Section 76 (12) Fixed Income % 

Insured contracts 100% 

Mutual or pooled funds or segregated funds 0% 

Demand deposits and cash on hand 100% 

Short-term notes and treasury bills 100% 

Term deposits and guaranteed investment certificates 100% 

Mortgage loans 50/50 

Real estate 50/50 

Real estate debentures 50/50 

Resource properties 50/50 

Venture capital 50/50 

Corporations referred to in subsection 11 (2) of Schedule III to the federal investment regulations 50/50 

Employer issued securities 0% 

Canadian stocks other than investments referred to in paragraphs 1 to 12 0% 

Non-Canadian stocks other than investments referred to in paragraphs 1 to 12 0% 

Canadian bonds and debentures other than investments referred to in paragraphs 1 to 12 100% 

Non-Canadian bonds and debentures other than investments referred to in paragraphs 1 to 12 100% 

Investments other than investments referred to in paragraphs 1 to 16.  R.R.O. 1990, Reg. 909, 
s. 76 (12); O. Reg. 144/00, s. 30. (13) 50/50 

Note: Listed and direct real estate should count as 50/50; listed infrastructure is 0% fixed income 
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Bonds Must be Investment Grade 
B

B
B

 

DBRS 

B
B

B
- Fitch 

ratings B
a

a
3
 Moody’s 

Investor 
Service B

B
B

- Standard 
& Poor’s 

Investments that do not 
meet the rating criteria are 

excluded from the fixed 
income allocation 

Excludes high yield 
bonds and potentially 

excludes unrated 
bonds 

Some pooled funds may 
include a small 

proportion of high yield 

More clarity is needed 
from the regulators to 
interpret the minimum 

rating condition 
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PfAD and BDR Under UW Pension Plan 

Target Asset Mix Under SIP&P For UW Pension Plan 

 

 

 

 

 

 

Asset Mix for PfAD and BDR 

 Fixed Income: 35% + (0.5 x 5%) = 37.5% 
 Non-Fixed Income: 60% + (0.5 x 5%) = 62.5%  
 

PfAD and BDR as of January 1, 2018 

 PfAD = Base component of 4% plus asset-based component of 4.5% = 8.5% 
 BDR = 2.26% + (0.375 x 1.50%) + (0.625% x 5.00%) + 0.5% = 6.44% 
 All fixed income is assumed to be investment grade 
 

Asset Class Target Asset Mix 

Canadian Equities 15% 

Global Equities 40% 

Fixed Income/Cash 35% 

Real Estate 5% 

Infrastructure 5% 

  100% 

PB 18 May 2018, page 51 of 94



Proprietary & Confidential  |  May 2018 12 

Closed Plans: 5% 
Open Plans: 4% 

+ 

Duration x (Best Estimate 
Discount Rate – BDR1) 

+ 

% of  

non-fixed 

income 

Closed 

Plans 

Open 

Plans 

0% 0% 0% 

20% 2% 1% 

40% 4% 2% 

50% 5% 3% 

60% 7% 4% 

70% 11% 6% 

80% 15% 8% 

100% 23% 12% 

Provision for Adverse Deviation (PfAD) 
As

 a
 %

 o
f G

oi
ng

 C
on

ce
rn

 L
ia

bi
lit

ie
s 

an
d 

N
or

m
al

 C
os

t 

Fixed 

Component 

Asset Mix 

Component 

Discount 

Rate 

Component 

1 Benchmark Discount Rate = V39056 Rate + 5% x % of Non-Fixed Income + 1.5% x % 
  of Fixed Income + 0.5% for diversification  

Best Estimate 

Discount Rate: 5.6% 

BDR: 6.4% 

Open Plan 

8.5% 

PfAD 
37.5%/62.5% Fixed 

Income/ Equities 

     0%4% 

4.5% 

4% 
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Going Concern Valuation Results as of January 1, 2018— 
New Funding Rules and MI-2017 Projection Scale 

 Accrued liability and current service cost calculated using best estimate discount rate of 5.60% reflecting 
target asset mix in SIP&P 

 Implicit provision for non-investment expenses removed from discount rate and replaced with explicit 
provision in current service cost 

 8.50% PfAD applied to best estimate liability and current service cost excluding indexation 
 Actuarial value of assets will need to be updated to reflect audited financial statements when final 

 
Current Funding Rules 

 New Funding Rules and 
MI-2017 

Past Service    
Actuarial value of assets $     1,632,364,000  $     1,676,729,000 
Less:     
         Accrued liability $     1,664,027,000  $     1,653,540,000 
         PfAD N/A         121,314,000 
         Total $     1,664,027,000  $     1,774,854,000 
    
Funding excess/(unfunded liability) $        (31,663,000)          $       (98,125,000) 
    
Current Service    
Total current service cost        $         69,962,000     $          69,210,000 
Non-investment expenses N/A  1,500,000 
PfAD N/A  5,203,000 
Required member contributions   (32,649,000)     (32,649,000)  
University current service cost        $         37,313,000     $          43,264,000 
 
As a % of pensionable earnings 8.42%  

 
9.76% 

As a % of required member contributions 114.3%  132.5% 
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Solvency and Wind Up Valuation Results as of 
January 1, 2018 
 January 1, 2017 January 1, 2018 

 Solvency Valuation Wind Up Valuation Solvency Valuation Wind Up Valuation 

     

Market Value of Assets  $ 1,517,880,000  $ 1,517,880,000  $ 1,676,729,000  $ 1,676,729,000 
Less: Wind up expenses   (500,000)   (500,000)   (500,000)   (500,000) 
Solvency/wind up assets  $ 1,517,380,000  $ 1,517,380,000  $ 1,676,229,000  $ 1,676,229,000 
     
Solvency/Wind Up Liabilities     
Active members  $ 981,454,000  $ 1,486,594,000  $ 1,046,306,000  $ 1,570,764,000 
Disabled and suspended members   16,095,000   24,973,000   19,538,000   29,933,000 
Pensioners and beneficiaries   704,990,000   957,688,000   742,991,000   1,002,616,000 
Deferred vested members   39,765,000   80,834,000   46,996,000   95,096,000 
Voluntary contribution balances   745,000   745,000   356,000   356,000 
Member flex contribution balances   1,165,000   1,165,000   1,253,000   1,253,000 
Total  $ 1,744,213,000  $ 2,551,999,000  $ 1,857,440,000  $ 2,700,018,000 
     
Solvency Excess/(Deficiency)  $ (226,833,000)  $ (1,034,619,000)  $ (181,211,000)  $ (1,023,789,000) 

     

Transfer ratio (market value of 
assets/wind up liabilities) N/A 0.59 N/A 0.62 
     
Solvency ratio (market value of 
assets/solvency liabilities) 0.87 N/A 0.90 N/A 
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Enhanced Going Concern Funding Requirements 

 Special payments for going concern unfunded liabilities would be consolidated into one 10-year 
schedule that begins one year after the plan’s valuation date (i.e., “fresh-start” approach each 

filed valuation) 
 Special payments set out in a report would apply to the period commencing one year after the 

effective date of the report until one year after the effective date of the subsequent report:   
– i.e.,  the special payments required under the January 1, 2017 actuarial valuation on file 

with the regulators remain in effect until one year after the date of the next filed valuation 
 The impact on the University current service cost takes effect in valuation year 
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Impact on 2018 University Contributions 

 
  
 

 

 

 

The following table shows the projected required University contributions over the next three 
years under the currently filed January 1, 2017 valuation and if the January 1, 2018 valuation is 
filed. 

If 1/1/2018 Valuation is Filed   
              

University current service cost   $   43,264,000   $   44,994,000   $   46,794,000 

Going concern special payments        12,685,000   11,780,000   11,780,000 

Total University contributions   $   55,949,000   $   56,774,000   $   58,574,000 

Required member contributions   $   32,649,000   $   33,955,000   $   35,313,000 

As a % of member contributions               171.4%   167.2%   165.9% 

University commitment    167%1 169% 169% 

Based on Filed 1/1/2017 Valuation   2018   2019   2020 
              

University current service cost   $   37,644,000   $   39,150,000   $   40,716,000 

Going concern special payments        12,685,000   12,685,000   12,685,000 

Total University contributions   $   50,329,000   $   51,835,000   $   53,401,000 

Required member contributions   $   32,649,000   $   33,955,000   $   35,313,000 

As a % of member contributions              154.1%   152.7%   151.2% 

1 Reflects 163% for January 1st to April 30th and 169% from May 1st to December 31st  
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Increases to PBGF Benefits and Premiums 

 PBGF benefit maximum will increase from $1,000 per month to $1,500 per month 
 Regulation 250/18 introduces changes to PBGF premiums: 

– Increase existing risk-based schedule by 50% for plans with a solvency deficit 
– Increase maximum assessment per member from $300 to $600 
– Add an assessment equal to .015% of the plan’s solvency liabilities in respect of Ontario 

plan beneficiaries (for all plans) 
 Increase in PBGF premiums take effect January 1, 2019, and will first impact the University 

with the PBGF Assessment which is due September 30, 2019 for the plan year ending 
December 31, 2018 

 Under both the current and new fee schedule, the PBGF premium is calculated on the most 
recently filed valuation 
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Increases to PBGF Benefits and Premiums (Continued) 

The following table compares the PBGF premiums that would be owing for 2018 and 2019 based 
on  the January 1, 2017 filed valuation and the premiums that would be owing if a 
January 1, 2018 valuation were filed. 
 

1 Solvency deficit without provision for wind-up expenses 

Valuation Date January 1, 2017 January 1, 2018 
   

PBGF Assessment base1 $      226,333,000 $      180,711,000 
Solvency liability $   1,744,213,000 $   1,857,440,000 
September 30, 2018 PBGF 
premium (current fee schedule) 

$          1,538,900 $          1,013,800 

September 30, 2019 PBGF 
premium (new fee schedule) 

$          2,536,300 $          1,764,700 
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Contribution Holidays and Benefit Improvements 

Contribution Holidays 

 Contribution holidays permitted under following rules: 
– Plan is fully funded on a going concern basis including the PfAD; 
– Plan’s solvency ratio remains at least 105%; 
– Cost certificate is filed each year a contribution holiday is taken; and 
– Notice is provided to plan participants and unions representing members 

 Surplus may be used to pay PBGF premiums provided solvency ratio remains at 105%  
Benefit Improvements 

 Benefit improvements only permitted if after the improvement, the solvency ratio is at least 80% 
and the going concern funded ratio is at least 80% (for this purpose, going concern liabilities 
would exclude the PfAD): 

– Lump-sum contribution could be made to satisfy these requirements 
– Benefit improvements are funded in separate schedules 

 
 
 

 
 

 
 
 
 
  
 
 
  

 
 
  
 

Under Regulation 178/11, more stringent limitations apply for 19 years after Stage 1 
valuation date. 
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Funding Governance Policies 

 Budget Bill 177 also requires pension plans to have governance policy and funding policy, to be 
filed with the regulator 

 Regulations to specify requirements for policies are not yet released 
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CPP Enhancements  
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Refresher – Current CPP  

 Contributions are currently made on earnings between $3,500  
(“Year’s Basic Exemption” or YBE) and the year’s maximum pensionable  
earnings (YMPE) 

Pensionable 

Earnings 

 YMPE in 2018 is $55,900 (it increases each year) 
Current  

Maximum 

 Employees and employers each contribute 4.95% of pensionable earnings 

 CPP benefit aims to replace 1/4 of annual earnings up to YMPE for members  
who contribute over 35-40 years: 
̶ Adjustments are made for years with lower earnings 
̶ Adjustments are made if you don’t start CPP at age 65 

Cost 

Benefit 
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CPP Enhancement (Bill 26) 

Bill 26 provides for a CPP enhancement starting January 1, 2019 that will: 

 apply nationally to all provinces, with the exception  
of Québec which has its own QPP (similar changes made to QPP)  

 increase income replacement on future service from  
1/4 to 1/3 of pensionable earnings 

 increase pensionable earnings by introducing a new 
upper limit on income subject to CPP by 14%  

 be fully funded through employer and  
employee contributions  
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Main Design Parameters of CPP Enhancement 

Increased Income Replacement Rate and Increased Covered Earnings 

Increase replacement rate by one-third  
(2019–2023) 

Current CPP 

YAMPE* Covered Earnings YMPE 

25% 

33.33% 

Income  
Replacement  

Rate 
Increase  
covered  
earnings  
by 14%  

(2024–2025) 

After 40 years of 
contributing, the 
benefit under the 

CPP enhancement 
will be approximately  

50% of the CPP 
benefit that would be 

payable today 

* Year’s Additional Maximum Pensionable Earnings (YAME) (i.e., new upper earnings limit) 
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Contributions to CPP Enhancement 

Additional CPP Enhancement contribution rates for employees 
and employers once fully phased-in: 

 1.0% of earnings between YBE and YMPE, plus 4.0% of 
earnings between YMPE and YAMPE 

 Tax deduction for employee contributions to CPP 
Enhancement (instead of tax credit which will continue to apply 
for contributions to current CPP) 

Phased-In Over 
Seven Years 

CPP Enhancement contributions will be phased-in over seven years 
beginning on January 1, 2019 as follows (also illustrated on next 
slide): 
 1.0% increase between YBE and YMPE phased in over 5 years 

(i.e., by 2023 the current 4.95% contribution rate will increase to 
5.95%), followed by 

 a two-year phase-in of the YAMPE in 2024 and 2025 which is 
14% higher than YMPE, with contribution rate of 4.0% for 
employers and employees on earnings between YMPE and 
YAMPE 

Additional 
Contributions for 

Enhancement 
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Phase-In of CPP Enhancement Contribution Rates 
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Contribution Example (Projected 2025) 

Current 

University/Employee

CPP Contribution 

Enhanced 

 University/Employee 

CPP Contribution 

Increase in  

University/Employee  

Contribution 

Earnings Up to Projected 2025 YMPE  
of $69,700 

   4.95% 
 $ 3,276.90  

   5.95% 
 $  3,938.90  

         1.00% 
$         662.00  

Earnings in Excess of Projected  2025 
YMPE up to YAMPE of $79,400 

   0% 
 $  0.00   

   4.00% 
 $  388.00  

   4.00% 
 $  388.00   

Total  $ 3,276.90  $      4,326.90  $ 1,050.00 

Contribution analysis for an employee who earns $79,400 or higher in 2025. 
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Who Will Benefit From the CPP Enhancement? 

Source: Department of Finance Canada, “Background on Agreement in Principle on Canada Pension Plan Enhancement”, June 23, 2016 

PB 18 May 2018, page 70 of 94



Proprietary & Confidential  | 10 
Aon 

March 2018 

Integrating the University of Waterloo 
Pension Plan With CPP 
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Integrating University of Waterloo (UW) Pension Plan With 
CPP Enhancement 

 University of Waterloo (UW) plan 
integrates contributions and 
benefits with the YMPE.  
 

 YMPE will still be a concept under 
CPP.  YAMPE is a new term under 
Bill 26.  Therefore, integration with 
YAMPE will not be automatic. 

 CPP changes apply to future 
service only. 

 Accrued pension plan benefits 
cannot be reduced so any changes 
to the pension plan would be 
prospective only. 
 

There are two aspects to integrating the DB 
provision of the plan with CPP Enhancement 
for future service: 

Expansion of earnings covered by 
CPP (i.e., deal with new YAMPE)  
 
 

 

 

Increase of the benefit accrued on 
pensionable earnings  
(i.e., deal with new accrual rate) 

 
 

STEP 

ONE 

STEP 

TWO 

8.33% / 40 years = 0.21% 
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Current Integration With CPP 
 
Typical integration with CPP benefits for defined benefit plans 
was based on replacing 25% of earnings over 35 years, which 
would be 0.71%; or 25% over 40 years, which would be 0.625% 
 
 Benefit rate under UW Pension Plan was 1.3% below average 

YMPE / 2.0% above average YMPE prior to May 1, 1998 
 Benefit rate below the average YMPE was increased from 

1.3% to 1.4% 
 Required member contributions are also integrated with CPP 

 

DB Plans  DB Plans 
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RPP Integration Example (UW Pension Plan) – Current CPP 

Below YMPE Between YMPE and YAMPE Above YAMPE 

Benefit Rate Contribution 
Rate Benefit Rate Contribution 

Rate Benefit Rate Contribution 
Rate 

CPP 0.63% 4.95% 0.00% 
 

0.00% 
 

0.00% 
 

0.00% 
 

RPP 1.40% 5.80% 2.00% 8.30% 2.00% 8.30%/9.65%1 

TOTAL 2.03% 10.75% 2.00% 8.30% 2.00% 8.30%/9.65%1 
 

1 8.30% on earnings between YMPE and 2 x YMPE; 9.65% on earnings above 2 x YMPE 
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RPP Integration Example – Enhanced CPP 

Below YMPE 

Between YMPE and 

YAMPE Above YAMPE 

Benefit Rate Contribution 
Rate Benefit Rate Contribution 

Rate Benefit Rate Contribution 
Rate 

Current CPP 0.63% 4.95% 0.00% 0.00% 0.00% 0.00% 

CPP 
Enhancement 0.21% 1.00% 0.84% 4.00% 0.00% 0.00% 

RPP 1.40% 5.80% 2.00% 8.30% 2.00% 8.30%/9.65%1 

TOTAL 2.24% 11.75% 2.84% 12.30% 2.00% 8.30%/9.65%1 
 

Should reintegrate with YAMPE May or may not reintegrate 
with enhanced CPP 

Between YMPE and YAMPE 

Current CPP 0.0% 0.0% 

CPP 
Enhancement 0.84% 4.0% 

RPP 1.40% 5.8% 

TOTAL 2.24% 9.8% 

1 8.30% on earnings between YMPE and 2 x YMPE; 9.65% on earnings above 2 x YMPE 
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Integrating Your Plan With CPP Enhancement 

 Could extend existing step-rate formula to YAMPE (i.e., use 
YAMPE instead of YMPE as the breakpoint for the integration 
beginning in 2024; formula would be 1.4% of earnings up to 
the YAMPE plus 2.0% of earnings in excess of the YAMPE for 
future service) 

 This would decrease funding requirements on earnings 
between YMPE and YAMPE 

  Member contributions to RPP could be changed to be 
integrated with the YAMPE instead of YMPE which would 
decrease member  contributions  

 
STEP ONE: 

YAMPE 
 

 
STEP TWO: 
Accrual Rate 

 

 Could then change the step-rate benefit formula to reflect 
additional CPP benefits on earnings up to the YAMPE – reduce 
the benefit below the YAMPE from 1.40% to 1.20% (for example) 

 Phase-in approach complicates timing 
 Exchange of benefits is not perfect as early retirement provisions 

differ between UW Pension Plan and CPP 
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About This Material 
 
This dashboard was prepared for the University of Waterloo to track changes in funded status of the Pension Plan over successive reporting periods, as well as quantify the amount 
of risk to which the Pension Plan is exposed. The report presents the funded status and performs the analysis on three bases: 
 
Risk-Free Benchmark Basis – This liability is calculated using best estimate assumptions for retirement, termination and other demographic experience, and a discount rate and 
inflation assumption determined with reference to the risk-free environment.  For this report, the liability has been determined at the real return bond yield plus a 40 basis point credit 
spread to reflect additional yield that can be achieved with relatively little additional risk.  This liability differs from the solvency calculation in that the demographic assumptions are 
best estimate and statutory “grow-in” provisions are not included. 
 
Going Concern Basis – This liability is calculated using the going concern assumptions at the most recent valuation. The analysis is performed using the market value of assets 
without regard to the Funding Reserve established in the most recent valuation. This Funding Reserve was established to reflect gains from the sale of the real return bonds. A 
separate line item showing the funded ratio reflecting the funding reserve is included on page 3. 
 
Solvency Basis – This liability is calculated using assumptions determined in accordance with the Canadian Institute of Actuaries Annuity Purchase guidance and Commuted Value 
standards in effect at each measurement date shown in this report. A summary of these assumptions is included on page 13. 
 
This dashboard also contains a reconciliation that compares the going concern liability with the liability calculated using the risk-free benchmark. The difference between the two 
liabilities represents the amount of return expected to be provided by taking on risk in the investment portfolio.  Over successive quarters the tool helps quantify how that risk 
changes as the underlying interest rates change.  
 
On both bases the following information is shown:  
  

■ Current Funded Status and Historical Asset Liability Performance 

— How well funded is the plan? 

— What has been the return on plan assets and liabilities? 

■ Detailed Asset and Liability Performance Attribution 

— What factors drove the performance of assets and liabilities over the prior period? 

— What is the relative impact of these factors on the assets and liabilities in isolation and in combination? 

For the Risk-Free Benchmark Basis, the following information is also shown:  

■ Scenario Testing 

— What risk exposures does the plan face? 

— What would be the impact of a downside event for each risk factor? 

 

University of Waterloo 
As of March 31, 2018 
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Executive Summary – Going Concern 
Funded Status 

 

Asset-Liability Return 

 Asset Liability Return for Quarter-Ending 3/31/18 
Assets returned 0.8% during the quarter while liabilities returned 1.3%, resulting in a 
funded status decrease of 0.4%. 
 
 
 

Values in $1,000,000 (CAD) 

3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 
 Market Value of Assets $ 1,582.7 $ 1,604.4 $ 1,622.7 $ 1,677.5 $ 1,690.8 
 Going Concern Liability 1,609.1 1,629.6 1,652.6 1,663.8 1,684.7 
 Surplus/(Deficit) $ (26.4) $ (25.2) $ (29.9) $ 13.7 $ 6.1 
 

 Periodic Contributions $ 20.2 $ 20.7 $ 20.7 $ 20.9 
 Effective Interest Rate 5.50% 5.50% 5.50% 5.50% 5.50% 
 

 Funded Ratio (Market): 98.4% 98.5% 98.2% 100.8% 100.4% 

 
Funded Ratio 
(Actuarial)1: 95.6% 95.7% 95.5% 98.2% 97.7% 

Asset Duration: 2.0 2.0 2.0 2.0 2.0 
Going Concern Liability 
Duration: 14.1 14.1 14.1 14.1 14.1 

University of Waterloo 
As of March 31, 2018 
 

Highlights for the Quarter-Ending 3/31/18 
The plan's funded ratio decreased to 100.4% at 3/31/18.  This result was primarily due to 
the combined effects of: 

■ Asset performance lower than expected, and 

■ Contributions of $20.9 million. 

 

1Reflects funding reserve of $44.4 million due to sale of Real Return Bonds 
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Executive Summary – Risk-Free Benchmark 
Funded Status 

 

Asset-Liability Return 

 Asset Liability Return for Quarter-Ending 3/31/18 
Assets returned 0.8% during the quarter while liabilities returned 1.0%, resulting in a 
funded status decrease of 0.5%. 
 
  

Values in $1,000,000 (CAD) 

3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 
 Market Value of Assets $ 1,582.7 $ 1,604.4 $ 1,622.7 $ 1,677.5 $ 1,690.8 
 Risk-Free Liability 2,460.5 2,527.9 2,442.7 2,588.1 2,629.1 
 Surplus/(Deficit) $ (877.8) $ (923.5) $ (820.0) $ (910.6) $ (938.3) 
 

 Periodic Contributions $ 20.2 $ 20.7 $ 20.7 $ 20.9 
 Discount Rate 1.08% 0.98% 1.22% 0.97% 0.93% 
 

 Funded Ratio: 

 
Assets/Risk-Free 
Liability 64.3% 63.5% 66.4% 64.8% 64.3% 

Asset Duration: 2.0 2.0 2.0 2.0 2.0 
Risk-Free Liability 
Duration: 18.3 18.4 18.3 18.5 18.6 

Periodic 
Return/Change Cumulative 6/30/17 9/30/17 12/31/17 3/31/18 

 
Market Value of 
Assets Return 6.3% 1.3% 0.9% 3.2% 0.8% 

 

 Risk-Free Liability: 
 Return 4.2% 2.1% -4.0% 5.3% 1.0% 

 
Funded Ratio 
Change 0.0% -0.8% 2.9% -1.6% -0.5% 

University of Waterloo 
As of March 31, 2018 
 

Highlights for the Quarter-Ending 3/31/18 
The plan's funded ratio decreased to 64.3% at 3/31/18.  This result was primarily due to 
the combined effects of: 

■ A increase in liabilities due to a decrease in long-term risk free rates. 

■ Contributions of $20.9 million, and 

■ Asset performance lower than expected. 
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Reconciliation of Risk-Free Benchmark and Going Concern Funded Status 

*Going Concern 
 
 
The difference between the Risk-Free Liability and the Going Concern Liability is a measure of the amount of risk premium on 
which the Pension Plan funding is based. 

Values in $1,000,000 (CAD) 

3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 
 Market Value of Assets $ 1,582.7 $ 1,604.4 $ 1,622.7 $ 1,677.5 $ 1,690.8 

 Going Concern Liability $ 1,609.1 $ 1,629.6 $ 1,652.6 $ 1,663.8 $ 1,684.7 
 Risk Premium     851.4     898.3     790.1     924.3     944.4 

Risk-Free Liability $ 2,460.5 $ 2,527.9 $ 2,442.7 $ 2,588.1 $ 2,629.1 

University of Waterloo 
As of December 31, 2017 
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Executive Summary – Solvency 
Funded Status 

 

Asset-Liability Return 

 Asset Liability Return for Quarter-Ending 3/31/18 
Assets returned 0.8% during the quarter while liabilities returned 0.6%, resulting in a 
funded status increase of 0.1%. 
 

Values in $1,000,000 (CAD) 

3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 
 Market Value of Assets $ 1,582.7 $ 1,604.4 $ 1,622.7 $ 1,677.5 $ 1,690.8 
 Solvency Liability 1,764.4 1,854.6 1,796.7 1,857.4 1,870.6 
 Surplus/(Deficit) $ (181.7) $ (250.2) $ (174.0) $ (179.9) $ (179.8) 
 

 Periodic Contributions $ 20.2 $ 20.7 $ 20.7 $ 20.9 
 Effective Interest Rate 3.16% 2.89% 3.17% 2.97% 3.05% 
 

 Funded Ratio: 

 
Assets/Solvency 
Liability 89.7% 86.5% 90.3% 90.3% 90.4% 

Assets Duration: 2.0 2.0 2.0 2.0 2.0 
Solvency Liability 
Duration: 14.2 14.5 14.2 14.3 14.3 

Periodic 
Return/Change Cumulative 6/30/17 9/30/17 12/31/17 3/31/18 

 
Market Value of 
Assets Return 6.3% 1.3% 0.9% 3.2% 0.8% 

 

 Solvency Liability: 
 Return 4.2% 4.6% -3.7% 2.8% 0.6% 

 
Funded Ratio 
Change 0.7% -3.2% 3.8% 0.0% 0.1% 

University of Waterloo 
As of March 31, 2018 
 

Highlights for the Quarter-Ending 3/31/18 
The plan's funded ratio remained relatively constant at 90.4% at 3/31/18.  This result 
was primarily due to the combined effects of: 

■ An increase in risk-free rates which decreased the liabilities 

■ Contributions of $20.9 million, and 

■ Asset performance lower than expected. 
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Appendix 

University of Waterloo 
As of March 31, 2018 
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Actuarial Attestation  
 
This document is intended to provide to the University of Waterloo a summary of the performance of the Pension Plan as of March 31, 2018. 
 
This analysis is intended to assist University of Waterloo with a review of the associated issues and options, and its use may not be appropriate for other purposes.  This analysis has 
been prepared solely for the benefit of University of Waterloo.  Any further dissemination of this report is not allowed without the written consent of Aon. 
 
In conducting the analysis, we have relied on plan design, demographic and financial information provided by other parties, including the plan sponsor.  While we cannot verify the 
accuracy of all the information, the supplied information was reviewed for consistency and reasonableness.  As a result of this review, we have no reason to doubt the substantial 
accuracy or completeness of the information and believe that it has produced appropriate results. 
 
Experience different than anticipated could have a material impact on the ultimate costs of the benefits.  In addition, changes in plan provisions or applicable laws could have a 
substantial impact on cost.  Actual experience may differ from our modeling assumptions. 
 
May 2018 
 

Actuarial Methods & Assumptions  
Our analysis of the estimated financial position of the Pension Plan is based on the following: 
 
 
 
 
 
 
 
 

Plan Provisions & Membership Data 
Same as in the Actuarial Valuation Results as of January 1, 2018 presentation to the Pension and Benefits Committee Meeting dated March 9, 2018 

3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 
Going Concern 
Discount Rate  5.50% 5.50% 5.50% 5.50% 5.50% 
Inflation 2.00% 2.00% 2.00% 2.00% 2.00% 

Risk-Free Benchmark 
Discount Rate  1.08% 0.98% 1.22% 0.97% 0.93% 

Solvency 
Annuity Purchase Interest Rate 3.18% 2.88% 3.17% 3.03% 3.01% 
Effective Date of Annuity Purchase Guidance Used 3/31/17 6/30/17 9/30/17 12/31/17 3/31/18 

Lump Sum Value Interest Rate (Years 1-10)1 2.20% 2.30% 2.90% 2.80% 3.00% 
Lump Sum Value Interest Rate (Years 10+)1 3.70% 3.30% 3.70% 3.30% 3.30% 
Mortality CPM2014 CPM2014 CPM2014 CPM2014 CPM2014 

Underlying Canadian Reference Data 
CANSIM v39054 (7 Year)  1.31% 1.56% 1.91% 1.94% 2.15% 
CANSIM v39056 (30 Year Long Term) 2.31% 2.13% 2.47% 2.26% 2.23% 
CANSIM v39057 (30 Year Real Return) 0.68% 0.58% 0.82% 0.57% 0.53% 
CANSIM v39062 (Over 10 Years) 2.17% 2.07% 2.40% 2.22% 2.20% 

All other assumptions and methods are the same as those shown in the Actuarial Valuation Results as of January 1, 2018 presentation to the Pension and Benefits Committee Meeting 
dated March 9, 2018. For the Risk-Free Benchmark basis, all other assumptions and methods are the same as those used for the Going Concern basis. 
 

1 Lump Sum Value Interest Rates are based on rates in effective on the first day of the month following quarter end (i.e. January 1st, April 1st, July 1st and October 1st). 

University of Waterloo 
As of March 31, 2018 
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Liabilities 

 

 

Assets 

 

 

Asset-Liability Performance Attribution – Going Concern 

■ Overall, assets returned 0.8% during this quarter, as opposed to an expected 
growth assumption of about 1.2% per quarter. 

■ The fixed income assets lost value due to an increase in the underlying risk-
free rates and widening credit spreads. 

■ The plan's return-seeking assets performed lower than expected during the 
quarter.  

■ $20.9 million in contributions were made during the quarter and the trust paid 
$19.1 million in benefits to the participants. 

■ “Other” includes the impact of active management, and differences between 
benchmark and actual investment allocations. 

 

■ Liabilities as of 3/31/18 are based on 5.50%. 

■ Liabilities were expected to grow by $22.1 million due to interest cost during 
the quarter. 

■ New benefit accruals increased the liability by $17.7 million during the quarter. 

■ Plan liabilities decreased by $19.1 million during the quarter as benefits were 
paid. 

Values in $1,000,000 (CAD) 

Funded Ratio 

 

 
■ Overall, assets returned 0.8% during the quarter, as opposed to an expected 
growth assumption of about 1.2% per quarter, resulting in a funded status 
decrease of 0.4%. 

■ Contributions exceeded benefit accruals during the quarter, resulting in a net 
increase of 0.2% in the funded status. 

University of Waterloo 
As of March 31, 2018 
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Liabilities 

 

 

Assets 

 

 

Asset-Liability Performance Attribution – Risk-Free Benchmark 

■ Overall, assets returned 0.8% during this quarter, as opposed to an expected 
growth assumption of about 1.2% per quarter. 

■ The fixed income assets lost value due to an increase in the risk-free rates and 
widening credit spreads. 

■ The plan's return-seeking assets performed lower than expected during the 
quarter. 

■ $20.9 million in contributions were made during the quarter and the trust paid 
$19.1 million in benefits to the participants. 

■ “Other” includes the impact of active management, and differences between 
benchmark and actual investment allocations. 

 

 

■ Liabilities were expected to grow by $6.5 million due to interest cost during the 
quarter. 

■Risk-free rates based on the yields of long term government bonds decreased, 
resulting in an $14.4 million increase in liabilities. 

■ Inflation expectations increased, resulting in a $4.8 million increase in the 
liability. 

■ New benefit accruals increased the liability by $34.2 million during the quarter. 

■ Plan liabilities decreased by $19.1 million during the quarter as benefits were 
paid. 

Values in $1,000,000 (CAD) 

Funded Ratio 

 

 
■ Overall, the difference in exposure to risk-free rates between assets and 
liabilities combined with changes in risk-free rates resulted in a decrease in 
funded status of 0.6%. 

■ Changes in inflation resulted in a decrease in funded status of 0.1%. 

■ Return-seeking assets did not perform as well as expected during the quarter, 
deducting 0.7% from the plan's funded status during the period. 

 

University of Waterloo 
As of March 31, 2018 
 

$2,588.1 $2,629.1
at 12/31/17 at 3/31/18

$6.5 $14.4 $4.8 $0.0 $0.0 $34.2 $0.0 $0.2($19.1)
$2,550

$2,575

$2,600

$2,625

$2,650

Expected
Growth

Risk-Free
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Inflation Credit
Spreads

Excess
Return
Seeking
Assets

Accruals Benefit
Payments

Expenses Other

64.8% 64.3%
at 12/31/17 at 3/31/18

+0.7% -0.6% -0.1% -0.1% -0.7% -0.1% -0.2% -0.1% +0.7%
60%

62%

64%

66%

68%

Expected
Growth

Risk-Free
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Inflation Credit
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Excess
Return
Seeking
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and

Accruals
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Liabilities 

 

 

Assets 

 

 

Asset-Liability Performance Attribution – Solvency 

■ Overall, assets returned 0.8% during this quarter, as opposed to an expected 
growth assumption of about 1.2% per quarter. 

■ The fixed income assets lost value due to an increase in the underlying risk-
free rates and widening credit spreads. 

■ The plan's return-seeking assets performed lower than expected during the 
quarter.  

■  $20.9 million in contributions were made during the quarter and the trust paid 
$19.1 million in benefits to the participants. 

■ “Other” includes the impact of active management, and differences between 
benchmark and actual investment allocations. 

 

■ Liabilities were expected to grow by $14.1 million due to interest cost during 
the quarter. 

■ Risk-free rates increased, and annuity purchase spreads were unchanged, 
resulting in a net decrease of $4.3 million ($4.3 million - $0.0 million). 

■ New benefit accruals increased the liability by $21.3 million during the quarter. 

■ Plan liabilities decreased by $19.1 million during the quarter as benefits were 
paid. 

Values in $1,000,000 (CAD) 

Funded Ratio 

 

 
■ Overall, the difference in exposure to risk-free rates between assets and 
liabilities combined with changes in risk-free rates resulted in an increase in 
funded status of 0.1%. 

■ Changes in credit spreads and the annuity purchase spreads resulted in a 
decrease in funded status of 0.2%. 

■ Return-seeking assets did not perform as well as expected during the quarter, 
deducting 1.0% from the plan's funded status during the period (before impact of 
active management). 

 

University of Waterloo 
As of March 31, 2018 
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Asset Allocation and Benchmarking 

Asset Class 3/31/18 
 
 
Alternatives 

■ MSCI USA  REIT Index     3.0% 

■ MSCI USA Infrastructure Index     8.1% 

 
Fixed Income 

■ FTSE TMX Universe Bond Index   47.9% 

 
Equities 

■ MSCI World Index   37.0% 

■ S&P TSX     3.9% 

 
Total 100.0% 
 

University of Waterloo 
As of March 31, 2018 
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Glossary of Terms 

University of Waterloo 
As of March 31, 2018 
 

■ Funded Status and Asset-Liability Return 

— Liability Return reflects the growth in liability due solely to interest rate movements and excludes the impact of Accruals and Benefit Payments. 

■ Asset Liability Performance Attribution 

— Expected Growth reflects assets growing at the expected annual return and liabilities increasing at the interest rate1. 

— Risk-Free Rates splits out the expected movement in assets and liabilities based on movements in federal bond yields. 

— Inflation splits out the expected movement in assets and liabilities based on movements in implied inflation, determined based on real and nominal federal bond yields. 

— Credit Spreads splits out the expected movements in corporate and provincial bond yields in excess of federal bond yields. 

— Excess Return-Seeking Assets defines the movement in the Return-Seeking assets based on benchmark returns in excess of expectations.  The expectations are defined by 
the long-term capital market assumptions of the plan and are reflected in "expected growth". 

— Benefit Payments displays the expected decrease in assets and liabilities due to benefit payments during the period. 

— Contributions/Accruals displays the expected increase in assets and liabilities due to employer contributions and new benefit accruals, respectively. 

— Other includes fixed income returns due to coupons and other active management effects, from the asset perspective.  From a liability perspective, this bucket includes all 
liability changes not explained by financial movements during the period. 

 

1 On the Risk Free basis, the expected growth of liabilities is based on the net interest rate, and the expected growth due to inflation is included in the benefit accrual. 
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Pension Plan Management and Administrative Fees Incurred in 20171

with 4 prior years of comparative information 

Expense Category

2017 

('000s) 

2016 

('000s) 

2015 

('000s) 

2014 

('000s) 

2013 

('000s) 

Investment Management Fees 2

TD Asset Management 504 504 494 239 149
Oldfield 1072 876 881 770 647
Trilogy Global Advisors 1023 856 857 730 635
Walter Scott and Partners Ltd. 1411 1,254 1342 1168 1050
Sionna Investment Managers 209 185 178 179 154

Total Investment Management Fees $4,219 $3,675 $3,752 $3,086 $2,635

Custodian Fees 211 213 216 214 203
Hewitt - all fees 280 301 262 243 314

Administration Fees5 663 850 433 498 330
Ernst & Young - Audit Fees 20 20 18 20 18

Total Pre-Tax Management and Administrative Fees $5,393 $5,059 $4,681 $4,061 $3,500

HST  3 554 398 490 533 436

Total Management and Administrative Fees 4
$5,947 $5,457 $5,171 $4,594 $3,936

1 Amounts from the audited annual financial statements
2 TDAM US Treasuries added  March 2014 and TDAM Short Term Bond Mandate added December 2014
  (TDAM US Treasuries sold in 2016 and proceeds reinvested in other TDAM mandates)
  (TDAM pension overlay unwound November 2017)
3 UW recovers HST paid by the pension fund where possible through HST rebates
4 This total exceeds the total management and administrative expenses in the financial statements

by the amount of Oldfield fees noted above.  The Oldfield fees are deducted directly from the investment 
pool and this presentation (netting against investment income) is followed in the financial statements

5 Higher administrative fees in 2016 relate to costs of the new pension system and its implementation
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Board, 3 April 2018
 

2017/18 Estimated Estimated

Base 18/19 % 18/19 $ 2018/19

18-02-06 Increase Increase Base Notes

$000 $000 $000

INCOME

Operating Grant

Enrolment 226,233 (0.7) (1,493) 224,740 [1]

Student Success and Differentiation 20,576 0.0 0 20,576

Special Purpose 5,588 (1.2) (65) 5,523

International Student Recovery (5,121) 7.4 (380) (5,501)

Graduate Expansion 2,120 123.6 2,620 4,740 [1], [2]

Transfers to AFIW (14,059) 1.2 (164) (14,223) [3]

235,337 0.2 518 235,855

Tuition

Undergraduate 390,694 9.7 37,974 428,668 [4]

Graduate 65,553 8.6 5,646 71,199 [5]

Transfers to AFIW (19,407) 5.3 (1,038) (20,445)  [3], [6]

436,840 9.7 42,582 479,422

Other Revenue

Co-op Recovery 20,692 6.4 1,327 22,019 [7]

Student Services Fee 10,904 8.3 909 11,813

Research Overhead 7,500 0.0 7,500

Interest 8,000 0.0 8,000

Services to AFIW 3,914 3.6 139 4,053 [3]

Miscellaneous Income 8,525 (5.1) (438) 8,087 [8]

59,535 3.3 1,937 61,472

Total Income 731,712 6.2 45,037 776,749

NOTES TO 2018/19 OPERATING INCOME 

[1] 2017/2018 is restated as Graduate Expansion grant which is now reported separately.  The $1.5M reduction results 

from the assumption that 2017/18 transition support funding from the Ministry will not continue in 2018/19.

[2] The allocation is based on projected 2018/2019 FTE growth over the 2016/2017 FTE base. There is an

expectation of modest eligible graduate growth for 2018/2019.

[3]  Affiliated and Federated Institutions of Waterloo (AFIW) includes Conrad Grebel, Renison, St. Paul's, and 

St. Jerome's.

[4]  The increase in undergraduate tuition results from continued strong international enrolment growth and overall

undergraduate tuition rate increase from prior year. International fees and high-fee programs are a significant

contributor to increased tuition revenue.

[5]  Increase in graduate tuition results from graduate enrolment growth and effective average tuition rate increases

of 1.8% for domestic and 5.4% for international students.

[6]  Increased transfer to AFIW results from enrolment growth in AFIW graduate programs and increased 

undergraduate enrolment.

[7]  Co-op recovery increase results from increased co-op fee assessments influenced by enrolment growth and 

a 2.8% increase in co-op fee rate approved for 2018/2019.

[8]  Miscellaneous income includes:  application processing fees, other student related fees, rental income and 

other general revenues.  

UNIVERSITY OF WATERLOO

2018/19 Operating Income Budget
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      Board, 3 April 2018

2017/18

Base Increase 2018/19 % of
18-02-06 (Decrease) Base Income Notes

$000 $000 $000

EXPENSES
Salary and Wages

  Current salaries and wages 418,827 3.5 14,717 433,544 55.8 [1]

Benefits
  Current benefits 92,538 6.2 5,704 98,242 12.6 [2]

  Faculty professional expense 

     reimbursement plan 2,477 1.8 44 2,521 0.3

  Parental leave supplement 1,411 16.9 239 1,650 0.2

Total benefits 96,426 6.2 5,987 102,413 13.2

Total salaries and benefits 515,253 4.0 20,704 535,957 69.0

Student Support

  Graduate student support 8,351 5.7 480 8,831 1.1

  Graduate incentive fund 401 12.2 49 450 0.1

  Support for international graduate students 9,352 9.1 847 10,199 1.3

  Senate matching scholarships 160 160 0.0

  Tuition set aside 25,765 7.9 2,036 27,801 3.6

  Undergraduate scholarships/bursaries 11,012 5.2 568 11,580 1.5

Total student support 55,041 7.2 3,980 59,021 7.6

Current year additional allocation to Faculties 0 18,000 18,000 2.3 [3]

Subtotal 570,294 7.5 42,684 612,978 78.9  

Other

  Accessibility fund for students with disabilities 1,045 0.6 6 1,051 0.1

  Research overhead 317 57.7 183 500 0.1 [4]

  Insurance 1,800 1,800 0.2

  Library acquisitions 8,519 8,519 1.1

  Municipal taxes 2,659 2,659 0.3

  Strategic resource fund 37,928 37,928 4.9 [5]

  Utilities 21,720 4.4 950 22,670 2.9 [6]

Total other 73,988 1.5 1,139 75,127 9.7

Supplies and expenses  98,661 5.0 4,889 103,550 13.3 [7]

Gross expenses 742,943 6.6 48,712 791,655  101.9

Cost recoveries and chargeouts  (12,789) (5.9) 755 (12,034) (1.5) 

Manageable allowance (500) (100.0) 500 0 0.0

Estimated net expenses 729,654 6.8 49,967 779,621 100.4

Estimated income 776,749

Excess income over expenses (2,872)

 UNIVERSITY OF WATERLOO

 2018/19 Operating Expense Budget

Estimated 

% Incr/ 

(Decr)
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Board, 3 April 2018  

 

NOTES TO THE 2018/19  

OPERATING EXPENSE BUDGET 

 

[1] The increase to salary and wages includes funding for new faculty and staff positions and 

estimated salary increase costs. 

[2] The increase in current benefit costs relate to new faculty and staff positions, salary 

increases, rate changes in employer contributions for benefits including known regulatory 

funding increases for the pension. 

 
[3] This is the current year change in the allocation to Faculties based on the Waterloo Budget 

Model.  The previous year’s additional allocation to the Faculties based on the Waterloo 

Budget Model ($10.275M) has been reclassified in the base (opening) budget column to 

other budget expense items.  

[4] The research overhead allocation includes the share of research overhead allocated to areas 

other than Faculties including the Institute for Quantum Computing, Velocity, WatCace etc.  

[5] The strategic resource fund represents funds available to be distributed by the Provost for 

strategic initiatives and priorities.   

[5] The increase to utilities relates to water rate increases and costs of utilities for new 

buildings. 

[6]  Supplies and expenses is the total of non-salary budgets in Faculties and academic support 

units that are not specifically identified elsewhere in the budget and the increase relates to a 

number of miscellaneous adjustments. 
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