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INDEPENDENT AUDITORS’ REPORT 
 
To the Members of the Halifax Regional Municipality Pension Committee 
 
Opinion 

We have audited the financial statements of the Halifax Regional Municipality Pension 

Plan (the “Entity”), which comprise: 

• the statement of financial position as at December 31, 2020; 

• the statement of changes in net assets available for benefits for the year then 
ended; 

• the statement of changes in pension obligations for the year then ended; 

• the statement of changes in deficit for the year then ended; 

• and notes, comprising a summary of significant accounting policies and other 
explanatory information 

(Hereinafter referred to as the “financial statements”). 
 
In our opinion, the financial statements present fairly, in all material respects, the 

financial position of the Halifax Regional Municipality Pension Plan as at December 

31, 2020, and changes in its net assets available for benefits, changes in pension 

obligations and changes in deficit for the year then ended in accordance with 

Canadian accounting standards for pension plans. 

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing 

standards. Our responsibilities under those standards are further described in the 

“Auditors’ Responsibilities for the Audit of the Financial Statements” section of 

our auditors’ report. 

We are independent of the Entity in accordance with the ethical requirements that are 

relevant to our audit of the financial statements in Canada and we have fulfilled our 

other responsibilities in accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our opinion. 
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Responsibilities of Management and Those Charged with 
Governance for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial 
statements in accordance with Canadian accounting standards for pension plans, 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. 

In preparing the financial statements, management is responsible for assessing the 

Entity’s ability to continue as a going concern, disclosing as applicable, matters related 

to going concern and using the going concern basis of accounting unless 

management either intends to liquidate the Entity or to cease operations, or has no 

realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity‘s financial 

reporting process. 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial 

statements as a whole are free from material misstatement, whether due to fraud or 

error, and to issue an auditors’ report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an 

audit conducted in accordance with Canadian generally accepted auditing standards 

will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error and are considered material if, individually 

or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of the financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing 
standards, we exercise professional judgment and maintain professional skepticism 

throughout the audit. 

We also: 

 Identify and assess the risks of material misstatement of the financial statements, 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for our opinion. 

The risk of not detecting a material misstatement resulting from fraud is higher than 

for one resulting from error, as fraud may involve collusion, forgery, intentional 

omissions, misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit 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. 
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 Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by management. 

 Conclude on the appropriateness of management's use of the going concern 
basis of accounting and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt 
on the Entity's ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditors’ report to the 
related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit 
evidence obtained up to the date of our auditors’ report. However, future events or 
conditions may cause the Entity to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the financial 
statements, including the disclosures, and whether the financial statements 
represents the underlying transactions and events in a manner that achieves fair 
presentation. 

 Communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit and significant audit findings, 
including any significant deficiencies in internal control that we identify during our 
audit. 

 
Chartered Professional Accountants  

Halifax, Canada 

June 10, 2021 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Statement of Financial Position 
 
As at December 31, 2020, with comparative information for 2019  
 

 2020 2019 
 

Net Assets Available for Benefits 
 

Assets: 
 Contributions receivable:     
  Employers’ $ 1,532,663 $ 1,028,293 
  Employees’  1,447,398  968,339 
Total receivables  2,980,061  1,996,632 
 
 Prepaid expenses  15,473  15,105 
 Investments held by trustee:  HRM Master Trust (note 3)  2,264,304,385  2,096,778,991 
     2,267,299,919  2,098,790,728  
 
Liabilities: 
 Accounts payable and accrued liabilities  1,087,638  780,746 
 
Net assets available for benefits $ 2,266,212,281 $ 2,098,009,982 

 

Accrued Pension Obligations and Deficit 
 

Accrued pension obligations (note 4) $ 2,314,361,000 $ 2,126,277,000 
Deficit   (48,148,719)  (28,267,018) 

 
Accrued pension obligations and deficit $ 2,266,212,281 $ 2,098,009,982 

 
See accompanying notes to financial statements.   
 
On behalf of the Halifax Regional Municipality Pension Committee:   
 
 
   Member 
 
 
   Member 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Statement of Changes in Net Assets Available for Benefits 
 
Year ended December 31, 2020, with comparative information for 2019 
 

 2020 2019 
 
Increase in net assets: 
 Investment income  $ 181,718,737 $ 213,782,395 
 
 Contributions: 

Employees'  49,412,532  45,710,352 
Employers'  51,515,542  47,398,715 
Transfers from other pension plans  1,856,148  1,659,962 
  102,784,222  94,769,029 

 
Total increase in assets  284,502,959  308,551,424 

 
Decrease in net assets: 

Administrative expenses (note 5)  7,602,297  6,976,306 
 
Payments: 
 Pension payments  95,481,372  90,498,407 
 Lump sum payments  13,216,991  12,503,058 

    108,698,363  103,001,465 
   
 Total decrease in assets  116,300,660  109,977,771 

 
Net increase in net assets available for benefits  168,202,299  198,573,653 
 
Net assets available for benefits, beginning of year  2,098,009,982  1,899,436,329 
 
Net assets available for benefits, end of year $ 2,266,212,281 $ 2,098,009,982 

 
See accompanying notes to financial statements.   
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Statement of Changes in Pension Obligations 
 
Year ended December 31, 2020, with comparative information for 2019 
 

 2020 2019 
 
Accrued pension obligation, beginning of year $ 2,126,277,000 $ 2,038,381,000  
 
Increase in pension obligations:   
 Interest on accrued pension obligation  130,183,000  123,119,000 
 Provision for adverse deviations  117,315,000  - 
 Cost of benefits accrued during the year  76,578,000  72,641,000 
 Net impact of experience gains and losses relating to 

accrued pension obligation  7,303,000  (6,055,000) 
 Change in economic assumptions  (36,598,000)  23,961,000 
 Change in demographic assumptions  2,001,000  (22,769,000) 
Total increase in pension obligations  296,782,000  190,897,000 
 
Decrease in pension obligations: 
 Benefits paid  108,698,000  108,698,000 
 
Net increase in accrued pension obligations  188,084,000  87,896,000 
 
Accrued pension obligation, end of year $ 2,314,361,000 $ 2,126,277,000  

 
Statement of Changes in Deficit 
  
Year ended December 31, 2020, with comparative information for 2019  
 

 2020 2019 
 
Deficit, beginning of year $ (28,267,018) $ (138,944,671) 
 
Net increase in net assets available for benefits   168,202,299  198,573,653 
Net increase in accrued pension obligation  (188,084,000)  (87,896,000) 
 
Deficit, end of year $ (48,148,719) $ (28,267,018) 

 

See accompanying notes to financial statements. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

1. Description of the Plan: 
 

The following description of the Halifax Regional Municipality Pension Plan (the "Plan") is a 
summary only. For more complete information, reference should be made to the Plan Text. The Plan 
is registered in accordance with the Nova Scotia Pension Benefits Act. Its Provincial registration 
number is 238063. The Plan's registered office is located at 1809 Barrington Street, Suite 1108, 
Halifax, Nova Scotia, Canada. 
 
(a) General: 
 
 The Plan is a defined benefit pension plan. However, it also has a defined contribution 

component (members of the Current Plan division may elect to make optional contributions in 
respect of non-regular earnings). 

 
 The Halifax Regional Municipality Master Trust (the “Master Trust”) acts as the investment 

vehicle for the Plan and the Halifax Regional Water Commission Employees' Pension Plan 
(the “HRWC Plan”). 

 
 The Plan became effective April 1, 1998, as a result of the merger of the following pension 

plans sponsored by the Halifax Regional Municipality (the "HRM") (the "Prior Plans"): 
 

- Prior City of Dartmouth Employees' Retirement Pension Plan; 
 
- Prior Halifax County Municipality Full-time Retirement Pension Plan; 
 
- Prior City of Halifax Superannuation Plan; and 
 
- Prior Metropolitan Authority Employees' Pension Plan. 

 
 Members who were members of the Prior Plans could elect to accrue benefits which closely 

matched what was provided by their respective Prior Plans. However, effective April 1, 1998 a 
new set of provisions were developed (the "Current Plan"). Active members and members on 
long-term disability of all Prior Plans were provided the option to accrue future service under 
the Current Plan, as well as the option to convert their benefits accrued under Prior Plans prior 
to April 1, 1998 to the Current Plan terms. 

 
(b) Eligibility for membership: 

 
Full-time employees are eligible to become members of the Plan immediately upon 
commencement of full-time employment. Part-time employees are eligible to join on the first 
day of January or July following completion of 12 months of continuous service provided the 
employee has earned at least 25% of the Years' Maximum Pensionable Earnings ("YMPE") or 
have 700 hours of employment in the preceding 12 months or as may otherwise be provided 
by an applicable collective agreement. Participation is compulsory for eligible full- time 
employees and optional for eligible part-time employees (unless participation is required under 
a collective agreement). The Mayor and Councilors of the HRM may join the plan on or after 
taking office with the HRM. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

1. Description of the Plan (continued): 

 
(c) Funding policy: 
 
 The Plan requires participating employers and members to make contributions. 2020 

contribution rates are reported in Note 7. The contribution rate is equal to the percentage of 
the member's earnings that is required to pay the cost of providing the member's benefits, as 
determined by the Plan's actuary. 

 
 In the event the disability waiver applies, the participating employer makes the employer share 

of the contribution and the disabled member does not contribute. 
 
(d) Service pension: 
 

The service pension available for each division of the Plan can be summarized as follows: 
 
Current Plan 
 

The member will be entitled to a pension equal to 2% of the member's average annual 
pensionable earnings in the highest 3 consecutive years under the defined benefit provision 
multiplied by the number of years of credited service in the Plan. The maximum pension 
payable per year of service is the maximum pension as specified in the Income Tax Act. The 
member will also be entitled to transfer the value of the optional defined contribution account 
to a locked-in Retirement Account or it may be left in the Plan to increase the member's 
pension. 
 
Prior City of Halifax Superannuation Plan 
 

The member will be entitled to a pension equal to 2% of the member's average annual 
pensionable earnings in the highest 3 consecutive years under the defined benefit provision 
multiplied by the number of years of credited service in the Plan subject to a maximum of 35 
years of credited service. The maximum pension per year of service is the maximum pension 
as specified in the Income Tax Act. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

1. Description of the Plan (continued): 
 

(d) Service pension (continued): 
 
Prior City of Dartmouth Employees' Retirement Pension Plan 
 

A member who contributed to Plan A, will be entitled to a pension equal to 2% of the 
member's earnings on which the member has made contributions. A member who retires after 
completing 25 years of credited service shall be entitled to a supplemental pension so as to 
provide an annual pension equal to 50% of the member's average earnings during the 60 
consecutive months of credited service immediately preceding the member's retirement, 
death, or termination of employment. 
 
A member who contributed to Plan B, will be entitled to a pension equal to 2% of the 
member's best five consecutive year average earnings multiplied by the member's credited 
service subject to a maximum of 35 years. A Plan B member who belongs to the respective 
bargaining unit of the police or firefighter unions will have a best three consecutive year 
average earnings used to determine the member’s pension. 
 
For both Plan A and Plan B members, the maximum pension per year of service is the 
maximum pension as specified in the Income Tax Act. 
 
Prior Halifax County Municipality Full-time Retirement Pension Plan 
 

A member will be entitled to a pension equal to 2% of the average of the highest three 
consecutive years earnings multiplied by the number of years of credited service in the Plan, 
subject to a maximum of 35 years. The maximum pension payable per year of service is the 
maximum pension as specified in the Income Tax Act. 
 
Prior Metropolitan Authority Employees' Pension Plan 
 

A member will be entitled to a pension equal to 1.5% of the member's average best five years 
earnings plus 0.5% of the excess of the member's average best five years earnings over and 
above the average of the YMPE as defined by the Canada Pension Plan in the year of 
retirement and the two preceding years, multiplied by the number of years of contribution to a 
maximum of 70% of the best average five year earnings. Former employees of Dartmouth 
Transit, Nova Scotia Light and Power, and Halifax Transit Corporation are entitled to pension 
benefits as defined in the Plan. The maximum pension payable per year of service is the 
maximum pension as specified in the Income Tax Act. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

1. Description of the Plan (continued): 
 

(e) Survivors' pension & death benefits: 
 
As with the service pension under the Plan, the survivor/death benefits vary depending on the 
division of the Plan under which the member has earned benefits. Under the Current Plan 
division, if a member dies before receipt of his/her first monthly pension payment, the 
member’s spouse is entitled to receive either a lump sum payment equal to the commuted 
value of his/her pension, or an immediate or deferred pension. If the member does not have a 
spouse, the member’s beneficiary is entitled to receive a lump sum payment equal to the 
commuted value of his/her pension. The spouse or beneficiary would also be entitled to the 
account of the member under the defined contribution provision of the Plan. 
 
If a member dies within 10 years after retirement and did not have a spouse at retirement, the 
member’s beneficiary will be entitled to a lump sum equal to the value of the pension for the 
remainder of the 10 year period. If the member has a spouse at retirement, the spouse is 
eligible for a lifetime pension equal to 66.67% of the pension payable to the member at the 
time of his/her death. 
 
If both the member and the spouse die before receiving payments which total the member's 
required contributions plus interest balance at the date of the pension commencement, the 
remainder of this balance will be payable to the beneficiary or estate. 
 
The percentage of survivor pension and guarantee periods differ under each of the Prior 
Plans. 
 

(f) Termination of membership: 
 

As with the service pension under the Plan, the termination benefits vary depending on the 
division of the Plan under which the member has earned benefits. Under the Current Plan 
division, if a member’s employment terminates for reasons other than death or retirement, the 
member will be entitled to: 
 

 an unreduced deferred pension payable at the member’s Optional Retirement 
Date, or an immediate reduced pension, if the member was eligible to retire at 
the members termination date; otherwise 

 
 an unreduced deferred pension payable at the member’s Normal Retirement 

Date. 
 
If the member is not eligible to retire at the member's termination date, the member has an 
option to commute the value of the deferred pension and transfer the amount to a locked-in 
retirement account. The member’s defined contribution account balance, if any, would also be 
transferred to a locked-in retirement account. 
 
If the member elects a deferred pension, the member’s defined contribution account balance, 
if any, with interest to the actual date of pension commencement will be used to increase the 
pension. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

2. Significant accounting policies: 
 

(a) Basis of presentation: 
 

The financial statements are presented in accordance with Accounting Standards for Pension 
Plans in Part IV of the Chartered Professional Accountants Handbook (CPA), Section 4600 - 
Pension Plans. Section 4600 provides specific accounting guidance on investments and 
pension obligations. For accounting policies that do not relate to either investments or pension 
obligations, the Plan must consistently comply with either international financial reporting 
standards ("IFRS") in Part I of the CPA Handbook or accounting standards for private 
enterprises ("ASPE") in Part II of the CPA Handbook. The Plan has elected to comply, on a 
consistent basis, IFRS. To the extent that IFRS is inconsistent with Section 4600, Section 
4600 takes precedence. 
 
The Plan's financial statements are prepared on a going-concern basis and present the 
aggregate financial position of the Plan as a separate financial reporting entity independent of 
the participating employers and Plan members. 
 
These financial statements were authorized for issue by the Halifax Regional Municipality 
Pension Committee on June 10, 2021. 
 

(b) Fair value measurement: 
 
Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm's length transaction on the measurement date. 
 
In determining fair value, the Plan uses the guidance in IFRS 13, Fair Value Measurements 
("IFRS 13"). As allowed under IFRS 13, if an asset or a liability measured at fair value has a 
bid and an ask price, the price within the bid-ask spread that is the most representative of fair 
value in the circumstances shall be used to measure fair value. 
 
When available, the Plan measures the fair value of an instrument using quoted prices in an 
active market for that instrument. A market is regarded as active if quoted prices are readily 
and regularly available and represent actual and regularly occurring market transactions on an 
arm's length basis. 
 
If a market for a financial instrument is not active, then the Plan establishes fair value using a 
valuation technique. Valuation techniques include using recent arm's length transactions 
between knowledgeable, willing parties (if available), reference to the current fair value of 
other instruments that are substantially the same, discounted cash flow analysis and other 
pricing models. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

2. Significant accounting policies (continued): 
 

(b) Fair value measurement (continued): 
 
The best evidence of the fair value of a financial instrument at initial recognition is the 
transaction price i.e. the fair value of the consideration given or received, unless the fair value 
of that instrument is evidenced by comparison with other observable current market 
transactions in the same instrument or based on a valuation technique whose variables 
include only data from observable markets. When transaction price provides the best 
evidence of fair value at initial recognition, the financial instrument is initially measured at the 
transaction price and any difference between this price and the value initially obtained from a 
valuation model is subsequently recognized in profit or loss on an appropriate basis over the 
life of the instrument but not later than when the valuation is supported wholly by observable 
market data or the transaction is closed out. 
 
All investment transactions are recorded at the point when the risks and rewards of ownership 
are transferred. Purchases and sales of publicly traded investments are recorded as of the 
trade date. 
 
All changes in fair value are recognized in the statement of changes in net assets available for 
benefits as part of the investment income. 
 
The fair value of the investment in Master Trust is valued at the unit value supplied by the 
Master Trust, which represents the Plan's proportionate share of underlying net assets at fair 
values. 
 
While the Plan believes its valuation techniques are appropriate and consistent with other 
market participants, the use of different techniques or assumptions could result in different 
estimates of fair value at the statement of financial position date. 
 
Fair value hierarchy 
 

Investment assets and investment-related liabilities are classified and disclosed in one of the 
following categories reflecting the significance of inputs used in making the fair value 
measurement: 
 
 Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities; 
 
 Level 2 - inputs other than quoted prices included in Level 1 that are observable for the 

assets or liabilities, either directly (i.e., as prices) or indirectly (i.e., derived from prices); 
and 

 
 Level 3 - inputs for the assets or liabilities that are not based on observable market data 

(unobservable inputs). 
 
If different levels of inputs are used to measure the fair value of an investment, the 
classification within the hierarchy is based on the lowest level input that is significant to the fair 
value measurement. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

2. Significant accounting policies (continued): 
 

(c) Investment transactions, income recognition and transaction costs: 
 
Income from investments is reflected in investment activities and is recorded on an accrual 
basis and includes interest and dividends, as well as gains and losses that have been realized 
on disposal of investments and the unrealized appreciation and depreciation in the fair value 
of investments. 
 
Brokers' commissions and other transaction costs are recorded in the statement of changes in 
net assets available for benefits when incurred. 

 
(d) Foreign currency translation: 

 
 Transactions denominated in foreign currencies are translated into Canadian dollars at the 

rates of exchange prevailing on the dates of the transactions. Monetary assets and liabilities 
denominated in foreign currencies at the reporting date are retranslated into Canadian dollars 
at the exchange rate at that date. 
 
Foreign currency differences arising on retranslation are recognized in the statement of 
changes in net assets available for benefits as part of investment income. 

 
(e) Contributions: 

 
Basic contributions from employers and members due to the Plan as at the end of the year 
are recorded on an accrual basis. Service purchases and transfers from other pension plans 
are recorded and service is created when the purchase amount is received. 

 
(f) Benefits: 

 
Benefit payments to retired members, commuted value payments, refunds to former members 
and transfers to other pension plans are recorded in the period they are paid. Accrued 
benefits are recorded as part of the accrued pension obligation. 

 
(g) Administrative expenses: 

 
Administrative expenses, incurred for plan administration and direct investment expenses, are 
recorded on an accrual basis. Plan administration expenses represent expenses incurred to 
provide services to the Plan members and employers. Investment expenses represent 
expenses incurred to manage the Plan investment portfolio. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

2. Significant accounting policies (continued): 
 

(h) Use of estimates and judgments: 
 

The preparation of financial statements in conformity with Canadian accounting standards for 
pension plans requires management to make judgments, estimates and assumptions  that 
affect the application of accounting policies and the reported amounts of assets and liabilities 
at the date of the statements and the reported amounts of changes in net assets available for 
benefits during the year. Actual results could differ from those estimates. Estimates and 
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognized in the period in which the estimates are revised and in any future years 
affected. Significant estimates and judgments included in the financial statements include 
Level 2 and 3 investments in the fair value hierarchy and the accrued pension obligation. 
Actual results could differ from those estimates. 
 

(i) Basis measurement: 
 

The financial statements have been prepared on the historical cost basis, except for the 
investment in the HRM Master Trust which is measured at fair value through the statement of 
changes in net assets available for benefits. 

 
(j) Income taxes: 

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

 
(k) Functional and presentation currency: 

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

 
3. Investments in the Master Trust: 
 

The investment in the Master Trust is recorded at its fair value. The Plan's interest in the Master 
Trust represents 93.61% (2019 - 93.68%) of the Master Trust units. The remaining units are held by 
the HRWC Plan. The co-mingling of investments does not affect the actuarial liabilities or the net 
assets available for benefits of the Plan. 
 
The fair value of the investment in the Master Trust is determined as at the date of the statement of 
financial position as described in note 2(b). The fair value of the investment in the Master Trust is 
categorized as a Level 2 investment under fair value hierarchy measurement. 
 
Section 67 (3) of the Pension Benefits Act Regulations requires disclosure of each investment asset 
that has a fair value greater than two percent of the fair value of all the investment assets of the 
Plan. The following schedule presents a listing of all investments held by the Master Trust that have 
a fair value greater than two percent of the fair value of the Plan's investment in the Master Trust. 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

3. Investments in the Master Trust (continued):  
 

 Investment Market 
2020 Type value 
 
Wellington Management Global Total  

Return Fund Foreign bonds $ 103,461,394 
Putnam Canadian Fixed Income Global  

Alpha Fund Canadian Bonds  72,814,437 
Wellington Emerging Markets Local  

Equity Fund Emerging Market Equities  60,658,283 
UBS (UK) Real Estate Funds Selection 

Global EX Canada L.P. Real Estate Limited Partnership  53,709,652 
Minto Multi-Residential Income  

Partners I, L.P. Real Estate Limited Partnership  51,905,899 
Blackrock Active Canadian Equity Fund Canadian Equities  48,968,593 
Trinetra Emerging Markets Growth Fund Emerging Market Equities  47,339,760 
 
    $ 438,858,018 

 
 

 Investment Market 
2019 Type value 
 
Wellington Management Global Total  

Return Fund Foreign bonds $ 92,546,622 
Putnam Canadian Fixed Income Global  

Alpha Fund Canadian Bonds  59,814,633 
Wellington Emerging Markets Local  

Equity Fund Emerging Market Equities  53,496,080 
UBS (UK) Real Estate Funds Selection 

Global EX Canada L.P. Real Estate Limited Partnership  52,714,696 
Blackrock Active Canadian Equity Fund Canadian Equities  46,515,993 
Minto Multi-Residential Income  

Partners I, L.P. Real Estate Limited Partnership  46,145,811 
 
    $ 351,233,835 
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HALIFAX REGIONAL MUNICIPALITY PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2020 
 

 

 

4.  Obligations for pension benefits: 
 

An actuarial valuation was conducted as at December 31, 2019 to determine the present value of 
the accrued pension obligation using the projected accrued benefit actuarial cost method prorated 
on service and best estimate assumptions by Eckler Ltd., a firm of consulting actuaries. The next 
actuarial valuation of the Plan will be required as at a date not later than December 31, 2022, with 
the option of filing the actuarial valuation on an annual basis, in accordance with the minimum 
requirements of the Nova Scotia Pension Benefits Act (the "PBA").  
 
The accrued pension obligation as at December 31, 2020 is based on the actuarial valuation of the 
Plan as at December 31, 2019 extrapolated to December 31, 2020 by Eckler Ltd. The main 
components of the change in the present value of the accrued pension obligation at December 31, 
2019 and Eckler's projections at December 31, 2020 are as follows: 
 
 

 December 31, December 31, 
 2020 2019 
 Extrapolated Extrapolated 
 
Actuarial present value of accrued pension obligation, 

beginning of year $ 2,126,277,000 $ 2,039,381,000 
Interest on accrued pension obligation  130,183,000  123,119,000 
Provision for adverse deviations  117,315,000   
Cost of benefits accrued during the year  76,578,000  72,641,000 
Benefits paid  (108,698,000)  (103,001,000) 
Net impact of experience gains and losses related to 

accrued pension obligation  7,303,000  (6,055,000) 
Change in economic assumptions  (36,598,000)  23,961,000  
Change in demographic assumptions  2,001,000  (22,769,000) 
 
Actuarial present value of accrued pension obligation,  

end of year $ 2,314,361,000 $ 2,127,277,000 
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4. Obligations for pension benefits (continued): 
 

The major economic and demographic assumptions used in the December 31, 2020 extrapolation 
were as follows: 
 

 2020 2019  
 
Discount rate 6.25% 6.1% 
Rate of salary increase, per annum 2.75% 2.75% 
   plus an age related scale 
   representing merit increases 
Mortality rates 2014 Canadian Pensioner Mortality Table, 
   Private Sector projected  
   generationally with Scale CPM-B 
 
Retirement age  40% (2019 – 40%) 
   at the earliest age at which an 
   unreduced pension is payable, 

   remainder retire according to an age-based table 
   (2019 - remainder retire according to an 

   age-based table) 
 

 
 
5. Administrative expenses: 

 
The Plan is charged with administrative and certain other expenses incurred on behalf of the Plan. 
 

 2020 2019 
 
Investment expenses $ 5,299,696 $ 4,937,074 
Pension administration expenses  1,723,112  1,608,207 
Governance expenses  579,489  431,025 
 
  $ 7,602,297 $ 6,976,306 

 
 Investment expenses include all costs associated with investment and risk management. 
 
 Pension administration expenses include all costs associated with pension calculations and plan 

member service. 
 
 Governance expenses include all costs associated with governance including committee costs, 

audit, legal, actuarial and consulting fees. 
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5. Administrative expenses (continued): 
 

Total administrative expenses as a percentage of net assets available for benefits is 0.34% (2019 - 
0.33%). 

 
 
6. Investment risk management: 
 

Risk management relates to the understanding and active management of risks associated with all 
areas of the business and the associated operating environment. Investments are primarily exposed 
to interest rate, credit, market, liquidity and foreign currency risk. The Pension Committee has set 
formal policies and operating procedures that establish an asset mix among equity, fixed income 
investments, private debt, private equity, real estate and infrastructure that require diversification of 
investments within categories, a set limit on the size of exposure to individual investments, and a 
requirement to use A-rated counterparties. 
 
(a) Interest rate risk: 
 
 Interest rate risk refers to the fact that the underlying assets of the Master Trust's financial 

position will change with market interest rate changes as fixed income securities are sensitive 
to changes in nominal interest rates. Interest rate risk is inherent in the management of a 
pension plan due to prolonged timing differences between cash flows related to the Plan's 
assets and cash flows related to the Plan's liabilities. 

 
 Excluding all other variables, a one percent increase (decrease) in nominal interest rates 

would decrease (increase) the fair value of the Plan's portion of the Master Trust by 
$21,724,191 (2019 - $18,833,808). 

 
(b) Credit risk: 
 
 Credit risk is the risk of loss due to the potential of the issuer of the debt not making agreed 

payments (principal, interest or both). Counterparty risk is the risk that the counterparty of a 
contract will not fulfil their contractual obligation. Credit risk is mitigated through the 
management of the Master Trust assets within generally accepted parameters of safety and 
prudence, using a diversified investment program. Investments must adhere to specific 
limitations as outlined in the Halifax Regional Municipality Pension Plan Statement of 
Investment Policies and Procedures (the "Statement of Investment Policies and Procedures"). 

 
The Plan is exposed to credit-related losses in the event of non-performance by 
counterparties to derivative financial instruments held by the Master Trust. In order to mitigate 
this risk, the Master Trust deals only with highly-rated counterparties, normally major financial 
institutions. 
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6. Investment risk management (continued): 
 
(b) Credit risk (continued): 

 
Credit risk represents the maximum amount that would be at risk as at the reporting date if the 
counterparties failed to perform under the contracts, and if the right of offset proved to be non-
enforceable. Credit risk exposure on derivative financial instruments is represented by the 
replacement cost receivable of contracts with counterparties, less any prepayment collateral 
or margin received, as at the reporting date. 

 
(c) Market risk: 

 
Market risk is the risk that the value of an investment will fluctuate as a result of changes in 
market prices (other than those arising from foreign currency risk or interest rate risk), whether 
those changes are caused by factors specific to the individual financial instrument, its issuer, 
or factors affecting all similar financial instruments traded in the market. The Master Trust's 
policy is to invest in a diversified portfolio of investments, based on criteria established in the 
Statement of Investment Policies and Procedures, to mitigate the impact of market risk. 
 
The Master Trust's investments in equities are sensitive to market fluctuations. After the effect 
of derivative contracts, and without a change in all other variables, a ten percent increase 
(decrease) in market values of all publicly listed equity, less equity derivatives, would increase 
(decrease) the fair value of the Plan’s portion of the Master Trust by $68,768,351 (2019 - 
$62,655,146). 
 

(d) Liquidity risk: 
 

Liquidity risk is the risk of not being able to meet the Plan's cash requirements in a timely and 
cost-effective manner. Liquidity requirements are managed through income generated from 
the investment in the Master Trust, monthly contributions made by members and participating 
employers and by investing in publicly traded liquid assets that are easily sold and converted 
to cash. The sources of funds are used to pay pension benefits, make additional investments 
and fund operating expenses. The Plan's primary future liabilities include the accrued pension 
obligation of the Plan. 
 
Approximately 55% (2019 – 56%) of the Master Trust's investments are in liquid securities 
traded in public markets, consisting of fixed income and equities. Pooled funds consisting of 
exchange traded equities are approximately 10% (2019 – 10%) of the Master Trust's 
investments and are liquid within 30 days or less. 
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6. Investment risk management (continued): 
 

(e) Foreign currency risk: 
 

Foreign currency risk arises from the Master Trust's holding of foreign currency denominated 
investments. Fluctuations in the relative value of the Canadian dollar against these foreign 
currencies can result in a positive or a negative effect on the fair value of investments. Foreign 
currency risk is controlled by limiting investments in foreign holdings through the asset 
allocation guidelines set forth in the Statement of Investment Policies and Procedures, and 
through hedging the risk with derivative forward contracts. 
 
Assuming the current foreign currency forward contracts remain in place, and without a 
change in all other variables, a ten percent increase (decrease) in the Canadian dollar against 
all other currencies would decrease (increase) the fair value of the Plan's portion of the Master 
Trust by $86,716,111 (2019 - $75,677,373). 
 

(f) COVID-19: 
 

On March 11, 2020, the outbreak of the novel strain of coronavirus specifically identified as 
"COVID-19", was classified as a global pandemic, which has resulted in governments 
enacting emergency measures to combat the spread of the virus. These measures, which 
include the implementation of travel bans, self-imposed quarantine periods and social 
distancing, have caused material disruption to businesses globally and in Canada resulting in 
an economic slowdown. Global equity and capital markets have also experienced significant 
volatility. Governments have reacted with significant monetary and fiscal interventions 
designed to stabilize economic conditions. The current challenging economic climate may 
lead to adverse changes in cash flows, which may also have a direct impact on the Plan’s 
financial position in the future, including implications on discount rates applied and the 
valuation of the investment portfolio. The situation is dynamic and the ultimate duration and 
magnitude of the impact on the economy and the financial effect on the Plan is not known at 
this time. 
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7. Funding policy: 
 

(a) Member contribution rates under the defined benefit pension plan are as follows: 
 
 January 1, 2016  January 1, 2014 to April 1, 2006 to 
 December 31,  December 31, December 31 
 2020 2015 2013 

 
Current plan division:    
 Public Safety Occupations hired    
  after April 1, 1998 12.56% 12.31% 10.71% 
 Public Safety Occupations    

  hired after July 1, 1994    

  under the former Halifax    
  Plan 12.56% 12.31% 10.71% 
 Other Public Safety    

  Occupations who    
  elected the "Rule of 75" 12.91% 12.66% 11.06% 
 Other members 12.21% 11.96% 10.36% 
Dartmouth plan division:    
 Public Safety Occupations 11.72% 11.49% 9.96% 
 Members contributing at a    
  lower rate 10.42% 10.19% 8.66% 
 Other members 11.42% 11.19% 9.66% 
Halifax plan division:    

 Public Safety Occupations    
  hired after July 1, 1994 12.26% 12.01% 10.41% 
 Other members 11.91% 11.66% 10.06% 
County plan division:    
 All members 11.71% 11.46% 9.86% 
Metro plan division:    
 All members 12.01% up to YMPE 11.76% up to YMPE 10.16% up to YMPE 
    12.91% above YMPE 12.66% above YMPE 11.06% above YMPE 
 

 

 
Members contributing under the Current Plan division also have the option to contribute to a 
defined contribution provision of 6.3% of their overtime and other non-regular earnings. Police 
officers contributing under the Current Plan division also have the option to contribute 12.6% 
of police extra-duty earnings. 
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7. Funding policy (continued): 
 
(b) Participating employers' required contributions: 
 

Under the Plan, the cost of most benefits is to be shared equally between the members and 
participating employers. Participating employers therefore contribute at the same rates as 
shown in the previous table other than for the following exceptions: for members accruing 
service under the Prior Dartmouth Plan division, participating employers contribute 1.1 times 
the members' required contributions. Also, participating employers will only match 12.21% of 
pensionable earnings out of the 12.91% of pensionable earnings to be contributed by the 
members in Public Safety Occupations who elected to have the "Rule of 75". Employers will 
match the 6.3% optional contributions made by members on overtime and other non-regular 
earnings, but employers do not match the 12.6% optional contributions made by members on 
police extra-duty earnings. 
 
 

8. Fair value of financial assets and financial liabilities: 
 

The fair values of investments are as described in Note 3. The fair values of other financial assets 
and liabilities being receivables and accounts payable and accrued liabilities approximate their 
carrying values due to the short-term nature of these instruments. 

 
 
9. Fund management: 
 

Investment management is the responsibility of the Master Trust's appointed investment managers 
and investment staff in the HRM Pension Office subject to compliance with the Statement of 
Investment Policies and Procedures as approved by the Pension Committee. The investment 
objective of the Master Trust is to earn an annualized rate of return of at least 6.25% (2019 - 6.1%) 
over the long term. A strategy of investment in assets of short-term investments, bonds, equities, 
real estate, infrastructure, private equity, and private debt is aimed at achieving the objective. 
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10. Securities lending: 
 

The Master Trust participates in a securities lending program whereby it lends securities that it owns 
to third parties for a fee through a securities lending agent (“agent”). For securities loaned, the 
Master Trust receives a fee and the borrower provides readily marketable securities of higher value 
as collateral to the Master Trust’s agent which mitigates the credit risk associated with the program. 
When the Master Trust lends securities, the risk of failure by the borrower to return the loaned 
securities is alleviated by such loans being continually collateralized. If the borrower is unable to 
return the securities, the agent is authorized to sell the collateral and purchase identical securities to 
return to the Master Trust. If the collateral is not sufficient and there is a shortfall between the value 
of the collateral and loaned security that cannot be recovered, the agent is responsible to acquire 
additional securities for the Master Trust at its costs. As at December 31, 2020, securities with an 
estimated fair value of $252,902,139 (2019 - $155,685,837) were loaned out, while collateral held 
had an estimated fair value of $269,863,472 (2019 - $165,636,926). The securities lending contracts 
are collateralized by Government of Canada sponsored agency bonds, Government of Canada 
bonds and treasury notes, Provincial Government bonds and treasury notes, agency mortgaged 
back securities, foreign government bonds and treasury notes and Canadian and foreign common 
stocks. 
 

 
11. Related party transactions: 

 
During the year, the Halifax Regional Municipality provided information technology services and 
certain computer equipment to the Plan at no charge. 

 
 
12. Capital management: 
 

The main objective of the Plan is to sustain a certain level of net assets in order to meet its pension 
obligations. The Pension Committee manages the contributions and plan benefits as required by the 
Plan and its applicable Regulations. The Pension Committee approves and incurs expenses to 
administer the Plan. Under the direction of the Pension Committee, the Plan provides for the short 
term financial needs of current benefit payments while investing member's contributions for the 
longer term security of pensioner payments. The Pension Committee exercises due diligent 
practices and has established written investment policies and procedures, and approval processes. 
Operating expense monitoring, audited financial statements, annual actuarial valuations and reports, 
and as required, the retention of supplementary professional advisors, are part of the Plan's 
governance structure. 


