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Introduction

The 2021 Dalhousie University Pension Plan Annual Report provides members with an overview of the Plan’s
membership and governance, and information on the funded status of the Plan based on the most recent
actuarial valuation as of January 31, 2020 and extrapolated to June 30, 2021 and investment fund performance.

MESSAGE TO DALHOUSIE UNIVERSITY STAFF PENSION PLAN MEMBERS

Your pension from the Dalhousie University Staff Pension Plan (“the Plan”) can be one of your most important
financial assets in retirement, which makes the security of your pension and the financial health of the Plan
important. We hope this report provides you with a better understanding of how the Plan is managed, as well
as its current financial status.

The Plan’s financial health is shaped by the benefits it offers and the environment in which it operates, affected
by factors such as investment market cycles, the life expectancy of Plan members and many others. Added to
this is a requirement to conduct periodical valuations to assess the Plan’s current funded status. Nova Scotia’s
new pension regulations has reduced the frequency of annual valuations to every 3 years. The University works
with our Plan members, trustees and employee groups to ensure the Plan is viable.

The latest actuarial valuation of the Plan (as of January 31, 2020) identified a $49.1 million deficit. Contributions
and plan returns, net the cost of indexing and pension mortality experience, exceeded the actuarial targets since
the last valuation as of March 31, 2019. This resulted in a going concern surplus of $26.4 million. However, this
surplus was offset by changes to Nova Scotia’s funding regulations for actuarial valuations completed after
December 31, 2019. These new regulations require that plans include a provision for adverse deviations, which
increased Dalhousie’s plan liabilities by $75.5 million. Details of the financial status of the Plan and the most
recent valuation results (as of January 31, 2020) are included in this report (pages 6-8). These new liabilities will
present challenges for us going forward.

The collective objective of Plan members, trustees and Dalhousie as sponsor is to continue to work together to
create and maintain a Plan that supports the needs of its community and remains sustainable for years to come.

Gitta Kulczycki
Vice President, Finance and Administration
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About the Pension Plan

Your pension from the Plan is an important component along with the income you may receive from the Canada
Pension Plan, Old Age Security and other personal savings, to fund your retirement.

The Dalhousie University Plan is a defined benefit (DB) Plan. This means that at retirement, you receive a monthly
pension from the Plan that is determined in advance based on a set formula.

Your pension is guaranteed to you for your lifetime and depending on your marital status and the option you
select at retirement, your spouse could also receive pension payments from the Plan after your death.

CONTRIBUTIONS

Every pay day, members contribute a percentage of their earnings into the Plan. Currently, members contribute
4.65% of pensionable earnings up to $5,000, plus 6.15% of pensionable earnings above $5,000. As of July 1,
2012, members started making supplementary contributions of 2% of their earnings. In total, members
contribute on average about 8.06% of pensionable earnings.

Dalhousie University contributed 9.15% of pensionable earnings to January 31, 2021 and 9.55% for the following
months to June 30, 2021, which is funded primarily by the operating budget. This was based on the phased in
approach of the new funding regulations as identified in the most recent actuarial valuation. The contributions
from both the members and the University, together with the investment returns thereon, provide the pension
benefits promised by the Plan to all members and their beneficiaries. Dalhousie University’s contributions may
vary, depending on the level of the pension fund’s assets, plan demographics, and economic conditions.

Calculating your pension

The pension formula is important to understand as it lets you know how your benefits are calculated.
To determine your annual pension, the formula uses your years of service and the average of your best
three years of earnings in the following calculation:

The average of your best
three years of earnings
(maximum of $162,278 in 2021)
X
years of service in the Plan
(maximum of 35 years)

X
2%

2
DALHOUSIE UNIVERSITY



What the words mean

Going-concern
When a plan’s funding status is evaluated assuming that the plan will be maintained indefinitely. This is also
known as long-term basis.

Solvency
The provincial pension regulator requires a plan’s funding status to also be evaluated assuming the plan will be
terminated (or be “wound up”) on the day of the valuation. This is also known as short-term basis.

Funded status
The degree to which a plan’s liabilities are funded (plan assets + plan liabilities) equals a funded percentage.

Plan documents
For more information about the Plan, visit the Dalhousie University pension website at
www.dal.ca/pension.
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Governance and administration

Dalhousie University has a structure in place for the governance and administration of the Plan that consists of
the Board of Governors, the Pension Advisory Committee and Fund Trustees. The Plan is unique in that it is
comprised of two trust funds — the Pension Trust Fund (PTF) and Retirees’ Trust Fund (RTF). Here is a summary
of the responsibilities of each.

The Board of Governors — Plan Sponsor and Administrator

e Acts as the Administrator of the Plan e Maintains all necessary administrative records

e  Monitors the investment of the Plan assets e Provides members with information on the Plan

e Amends Plan rules subsequent to PAC e Issues annual pension statements to Plan members
recommendations e  Pays pension benefits

e Collects and deposits member contributions and
contributions from the employer

Pension Advisory Committee (PAC) PTF/RTF Trustees

e Considers matters relating to pension benefits e Implement investment policies to align with the
and the administration of the Plan Plan’s obligations

e Makes recommendations respecting the e Oversee fund investment management
administration of the Plan and Plan design e Retain investment managers

e  Seeks to promote awareness and understanding e Present financial statements of the pension funds’
of the Plan among its members assets

PAC ACTIVITIES - 2020/2021

The PAC met four times between July 1, 2020 and June 30, 2021 to report on and discuss a number of pension
topics. Some of the topics addressed include:

= Updates on Plan assets and liabilities, including reports on asset and liability growth throughout the
year.

= Discussion and review of the pension valuation for January 31, 2020, and the impact/phase-in of the
new provincial funding regulations including the introduction of a Provision for Adverse Deviation
(PfAD).

=  Review of the cost certificate produced for January 31, 2021.

= A brief discussion regarding possible integration of CPP enhancement; further discussion was deferred
until the collective bargaining process was completed.
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PAC Members — 2020/2021

Members Observers/Alternates

e Level Chan (Board) e Randy Barkhouse (ADRP — Observer)

e Choi Chua (NSGEU 77) e Corrine Carey (NSGEU — Observer)

e Steven Critch (NSGEU 99) e Laurie Creelman (Secretary)

e Robert Jack (Board) e Nancy-Beth Foran (Board, Alternate) (part year)
¢ Jodi Lazare (DFA) (part year) e Jody Pace (NSGEU 77, Alternate)

e Ken MacDermid (Board) e  Kurt Sampson (DPMG — Non-Voting, Alternate)
e  Chris Minard (NSGEU 77) e Colin Spinney (Board, Alternate) (part year)

e  Gitta Kulczycki (Board) e Drew Tavener (NSGEU 99, Alternate)

e Jonathan Shapiro (DFA, Vice-Chair) e  Matthew Timmons (DPMG — Non-voting)

e Jasmine Walsh (Board, Chair) e Faye Woodman (ADRP — Observer, Alternate)
e David Westwood (DFA) (part year)

PTF/RTF TRUSTEE ACTIVITIES - 2020/2021

The PTF and RTF Trustees met seven times from July 1, 2020 to June 30, 2021 to:
= Review investment policies and governance processes,
= Assess and monitor investment strategies and performance, and

= Review and consider discretionary indexation.

PTF/RTF Trustees — 2020/2021

e David Cameron (RTF only)

e Level Chan

e  Paul Conrod

e Greg Hebb

e Susan Robertson

e  Gitta Kulczyski (started November 2020)
e  Aubrey Palmeter

e Ron Pink

e  Robert Richardson
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Actuarial status of the Plan

The actuarial valuation as of January 31, 2020 reported the funded status of the Plan based on the Plan’s assets
and liabilities.

WHAT IS AN ACTUARIAL VALUATION?

To determine the Plan’s financial health, an actuarial valuation of the Plan is performed at least once every three
years. An actuarial valuation helps determine if the Plan is on track to having sufficient funds to pay out all the
benefits to members. Since no one can precisely predict all the factors that will affect the Plan, reliance on best
estimates from the valuation are used to determine what, if any, steps need to be taken to bring the Plan back
to financial health.

The valuation looks at how much money there is in the Plan (the Plan’s assets) and how much money the Plan
needs to pay out the benefits promised (the Plan’s liabilities) in two ways — the going-concern (long-term) basis
and the solvency (short-term) basis. If the funded status on a solvency basis falls below 85%, the Plan is required
to complete an actuarial valuation annually until the funded status meets or exceeds 85%.

RESULTS OF THE VALUATION

The most recent valuation as of January 31, 2020 showed that the Plan had a deficit on both a short-term and a
long-term basis.

The following table shows the results of the January 31, 2020 valuation under the new funding rules that came
into effect December 31, 2019 and the prior funding rules.

Pension Trust Fund Retirees’ Trust Fund Total Plan
($ millions) ($ millions) ($ millions)
New Funding Prior Funding New Funding Prior Funding New Funding Prior Funding
Rules Rules Rules Rules Rules Rules
Going- Going- Going- Going- Going- Going-
concern concern concern concern concern concern
(long-term) (long-term (long-term) (long-term) (long-term) (long-term)
Value of assets 753,548 752,655 732,875 732,875 1,486,423 1,485,530
Liabilities 754,849 770,498 670,906 688,670 1,425,755 1,459,168
Pfad 58,098 - 51,660 109,758
Total Liabilities 812,947 770,498 722,566 688,670 1,535,513 1,459,168
Deficit (59,399) (17,843) 10,309 44,205 (49,090) 26,362
Funded status 92.7% 97.7% 101.4% 106.4% 96.8% 101.8%
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Solvency Solvency Solvency
(short-term) (short-term)) (short-term))

Value of assets 751,455 732,875 1,484,330
Liabilities 1,038,903 820,479 1,859,382
Total Liabilities 1,038,903 820,479 1,859,382
Liabilities at 883,068 697,407 1,580,475
85%."

Deficit (131,613) 35,468 (96,145)
Funded status 72.3% 89.3% 79.9%

1 Under section 9 of the regulations of the Nova Scotia Pension Benefits Act, the applicable percentage of solvency
liabilities to be included for purposes of measuring a solvency deficiency is 85% at January 31, 2020 compared to 100% in
previous valuations.

The funded status tells us if the Plan has enough assets to cover all its liabilities. New funding rules came into
effect for valuations with effective dates on or after December 31, 2019. The new regulations require the going
concern valuation to reflect an explicit provision for adverse deviations (“Pfad”) which is to be applied to the
going concern liabilities. A Pfad of 7.7% was determined for the January 31, 2020 valuation based on the asset
mix of the portfolio. The addition of the Pfad caused the liabilities to increase significantly resulting in the total
Plan’s going-concern status to decline signficantly from the prior year under the previous regulations.

An extrapolation, not a full valuation, of the liabilities associated with the pensioners’ going concern liabilities to
June 30, 2021 was completed by the actuary and showed a decrease of $75.6 million moving from a going
concern deficit to a $26.5 million surplus. A large part of this change is because of the increase of the market
value of the assets due to the strong market returns during the twelve months.

The Plan’s next valuation will be completed as of January 31, 2023.

A WORD ABOUT INDEXATION

The Dalhousie University Pension Plan has an indexation provision, which means monthly pension payments
may be increased to keep pace with inflation. However, indexation in any year is not automatic; it depends on
the financial status and investment performance of the RTF.

Financial markets go through periods of both positive and negative returns, which in turn impact the investment
performance of the fund. Although the fund is expected to realize positive growth from the markets over time,
there will be periods of volatility and asset value declines. The Plan’s indexation is based on an excess return
formula. Should the RTF’s 3-year net annualized return exceed the prescribed hurdle rate of 5.05%, the excess
can be used to provide indexation up to a maximum of CPI. Catch up on indexation that may have been missed
in previous years may be granted at the discretion of the RTF Trustees at times when the RTF is in a surplus
position. Continued market volatility and increasing life expectancies of Plan members are major factors that
the RTF Trustees carefully consider when they deliberate on the use of any surplus for catch up on past missed
indexation.
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The RTF’s 3-year return net of expenses at June 30, 2021 was 8.366% exceeding the 5.05% hurdle and the
accumulated shortfall of 0.1871%. CPI for the year ended June 30, 2021 was 3.0612%. As the lesser of excess
interest and actual CPI is granted, a pension increase of 3.0612% will be provided to those pensioners who are
eligible for indexation January 1, 2022, the amount of full CPI.

The Plan gives the RTF Trustees the discretion to use up to one-half of any surplus that an actuarial valuation
may have identified in the Fund for catch-up indexation. The actuarial valuation at January 31, 2020 identified
an RTF surplus of $10.3 million. The RTF trustees met in March 2021 as they had deferred the decision in the fall
of 2020 due to market volatility and uncertainty from the global pandemic. At the March 2021 meeting, and
seeing improved funded status of the plan as a result of the strong rebound in the markets, the Trustees decided
to use $5,154,500, the full amount available, to award catch up on missed indexation over the 2012 and 2013
period on a go-forward basis to eligible pensioners. This was effective January 2021 and processed June 2021.
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Plan membership and funding

PLAN MEMBERSHIP

Each Plan member belongs to one of three categories of Plan membership:

1. Active — members who are currently employed by Dalhousie University and are making their regular

contributions to the Plan.

2. Deferred — members who have departed Dalhousie University and who have decided to delay collecting

pension benefits until a later date.

3. Retired — members who are receiving a pension from the Dalhousie University Plan. This category includes

survivors of former Dalhousie University employees.

Here's a snapshot of membership in the Plan as of the most recent valuation from January 31, 2020.

3,085 (61%)

Active membership details

2020 MEMBERSHIP
(AS OF JANUARY 31, 2020)

M Retired M Deferred M Active

1,440 (28%)

569 (11%)

As at January 31, 2020

As at March 31, 2019

Average age 48.3 48.6
Average credited service 11.4 11.6
Average pensionable salary $87,375 $86,136
Average accumulated contributions $75,044 $78,398

Retired membership details

As at January 31, 2020

As at March 31, 2019

Average age

72.7

72.7

Average annual lifetime pension

$38,634

$38,109

9|Page




PLAN FUNDING

When the valuation shows a Plan deficit, Dalhousie University must adjust its level of contributions to the Plan.
For the last number of years, Dalhousie University has been paying contributions in the form of:

1. Regular contributions towards the cost of the benefits that active members accrue in each year, and
2. Special payments to fund the deficit in the Plan.

The following table shows Dalhousie University’s contributions to the Plan during the fiscal year July 1, 2020
to June 30, 2021.

July 1, 2020 to June 30, 2021
Regular matching and over-matching contributions 8.91%
Special payments 0.35%
Total 9.26%

The graph below shows the total contributions made to the Plan from July 1, 2020 to June 30, 2021.

(0oo'sy  Pension Contributions for the year ended June 30, 2021
$25,000

$22,500

$20,000

$17,500
Employee Dalhousie University

M Current Service Cost M Special

A number of Canadian defined benefit plans have had to deal with increasing costs. Some plans have increased
contributions, addressed benefit design, or both. In 2012, Dalhousie employee contributions increased by 2%,
with a corresponding salary increase of 2% to offset the contribution increase.
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Investments

FINANCIAL MARKETS JULY 1, 2020 TO JUNE 30, 2021

Public equities in Canada, U.S. and overseas markets had very strong returns for the twelve-month period ending
June 30, 2021, with returns ranging from 27.07% to positive 40.79% in local terms. The US equity market, as
represented by the S&P 500 had the highest return with 40.79% (in USD), while international equities returned
27.07% (in local terms). The US and international returns decreased to 28.24% and 20.54% respectively for the
Canadian investor, as the Canadian dollar strengthened against other currencies during this period. The
Canadian bond market yielded a negative 2.43% return as yields rose during the period. Inflation, as measured
by the consumer price index, increased by 3.0621%.

The following table provides major market returns for the one-year period ending June 30, 2021.

Market returns for the one-year period ending June 30, 2021

Canadian
U.S. (S&P 500) | U.S. (S&P 500) | International International Bonds (FTSE
Canada (TSX) CAD UsD (EAFE- CAD) | (EAFE- local) Universe) Canadian CPI
33.84% 28.24% 40.79% 20.54% 27.07% -2.43% 3.06%
ASSET MIX

Without question, one of the most important parts of a successful investment strategy is the asset mix and the
distribution of assets among multiple asset classes. In addition, multiple external investment managers are used
within each asset class to provide additional diversification. As noted in the Governance and administration
section of this report, reviewing the asset mix policies to ensure that they meet the Plan’s objectives with
acceptable levels of risk are the Trustees’ responsibilities. Given this strategic nature, the asset mixes are
reviewed on an annual basis. During the year an asset/liability study was completed on the Plan. This concluded
with some minor changes to the asset mix which were approved by the Trustees at the June 2021 Investment
Committee meeting. The revised asset mix has a decrease in public equities to 32.5%, a slight increase in
alternatives to 32.5% and an increase in fixed income to 35%. It will take some time to implement the new asset
mix and public equities will be allowed to drift higher until private placement equity subscriptions in alternatives
and private debt can be closed and capital called for those commitments.
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The following diagrams illustrate how the Plan’s assets under the PTF and RTF were distributed as of

June 30, 2021.

DALHOUSIE PENSION TRUST FUND - Assets
as at June 30, 2021

Cash & S/TInv

2.0% Cdn Equity

13.4%

Fixed Income
25.1%

International
Equity
30.2%

Real Assets
14.1%

Private Equity
15.1%

DALHOUSIE RETIREES TRUST FUND - Assets
as at June 30,2021

Cash & S/TlnvCdn Equity,

Fixed Income, 0.1% 13.8%
24.3%

International
Equity, 37.7%

Real Assets,
16.3%

Private Equity,
7.8%

BREAKDOWN BY INVESTMENT TYPE

The tables below show how assets in the PTF and RTF were invested as of June 30, 2021 compared to the

previous year.

Pension Trust Fund

Retirees' Trust Fund

Market Value ($millions) Market Value ($millions)
June 30 June 30
Asset Class 2021 2020 Asset Class 2021 2020

Equities Equities

Canadian Equities $§ 1151 |§ 828 Canadian Equities $ 1149 $ 816

U.S. Equities 133.8 117.3 U.S. Equities 183.0 135.0

Non-North American
Equities 125.0 108.0 Non-North American Equities 129.7 110.0
Alternatives Alternatives

Private Equity 129.1 921 Private Equity 64.5 37.8

Real Assets 1211 103.9 Real Assets 135.6 115.9
Fixed Income Fixed Income

Canadian bonds 193.4 197.8 Canadian bonds & mortgages 180.6 177.9

Private Debt 21.9 17.0 Private Debt 20.8 16.2
Cash & equivalents 17.2 25.8 Cash & equivalents 0.7 13.0
Total Assets § 856.6 | 7447 Total Assets $ 8208 | § 6874
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INVESTMENT PERFORMANCE

One measure of investment performance of the PTF and RTF is against a market index, also known as a policy
benchmark. By comparing the investments to the benchmark, it can be determined how well the Funds are
managed. The following graphs compare the annualized returns relative to the policy benchmark. The PTF has
exceeded the benchmark in all periods presented in the tables below. The RTF has outperformed in the one and
10 year periods but slightly underperformedin the 2, 3, and 4 year periods. This is a result of the slight differences
in asset mixes between the two funds. The PTF’s return for the year that ended June 30, 2021 was 20.5%, while
the RTF achieved a 19.4% return. Over 15 years the PTF has returned 7.60% compared to a benchmark return
of 7.03%, while the RTF has returned 7.11% compared to its benchmark return of 6.88%.

Pension Trust Fund Retirees' Trust Fund
June 30,2021 200% June 30,2021
25.0%
20.0% - 15.0% -
15.0% -
10.0% -
100% -
. I . .: o
0.0% - : , ; :
Lyear 2years 3years 4years 10 years 0.0% -
lyear 2years 3years 4years 10years
B Total Fund W Benchmark N Total Fund W Benchmark

The Trustees’ primary focus is on the actuarial return targets for each Fund required to meet the benefit
objectives. Dalhousie University’s two pension funds have met and exceeded their respective return targets
over the last 26 years since the plan last enjoyed a strong surplus position. The PTF annualized return net of
expenses was 8.17% as compared to its actuarial target of 6.67%, while the RTF achieved 7.76% versus its hurdle
target of 5.05%. However, contribution holidays and benefit enhancements from the 1996 Pension Surplus Use
Agreement as well as increases in mortality assumptions have left the Plan in a deficit position up to the most
recent actuarial valuation.

The Plan applies interest in determining a number of benefits and accumulations. When determining the
interest to be credited on contributions made to the PTF, Nova Scotia pension legislation requires the interest
crediting rate for the PTF to be based on a 12-month averaging period. The PTF crediting rate is 1.4% as of June
30, 2021. The RTF crediting rate continues to be based on a three-year annualized rate. The RTF rate effective
January 1, 2022 is 8.366%.

13| Page



For more information and to calculate your
pension

If you have questions concerning the Dalhousie University Pension Plan, please contact Human Resources at
902-494-1782 or pensions@dal.ca.

You can also visit the Dalhousie University pension website at www.dal.ca/pension.

In addition, there is an online pension projection tool available to you to estimate your pension. You can find
this tool on the Dalhousie University website at Dal Online — Web for Employees.
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Appendix — Audited financial statements of
Dalhousie University Staff Pension Plan

Year ended June 30, 2021
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KPMG LLP

Purdy’s Wharf Tower One

1959 Upper Water Street, Suite 1000
Halifax Nova Scotia B3J 3N2

Canada

Telephone 902-492-6000

Fax 902-492-1307

INDEPENDENT AUDITORS’ REPORT

To the Dalhousie University Finance, Audit, Investment & Risk Committee
Opinion

We have audited the financial statements of the Dalhousie University Staff Pension Plan
(the “Entity”), which comprise:

* the statement of financial position as at June 30, 2021;
* the statement of changes net assets available for benefits for the year then ended,;
* the statement of changes in pension obligation 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 accompanying financial statements present fairly, in all material
respects, the financial position of the Entity as at June 30, 2021, and the changes in net
assets available for benefits and changes in pension obligation 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.

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent
member firms affiliated with KPMG International Limited, a private English company limited by guarantee.
KPMG Canada provides services to KPMG LLP.



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:

e |dentify 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.

e 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.



e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e 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.

e 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.

o 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.

s 24P
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Chartered Professional Accountants
Halifax, Canada
November 10, 2021



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Statement of Financial Position

Year ended June 30, 2021, with comparative information for 2020
(In thousands of dollars)

2021 2020
Assets:
Investments (note 6)
Canadian equities $ 230,894 $ 167,317
U.S. equities 300,106 239,086
Non-North American equities 262,911 223,073
Total equities 793,911 629,476
Private equity 193,579 129,878
Real assets 255,290 219,013
Total alternatives 448,869 348,891
Bonds and long-term notes 373,514 374,820
Mortgages 491 859
Private debt 42,698 33,272
Cash and short-term investments 26,426 44,358
Total investment assets 1,685,909 1,431,676
Receivables:
Due from Dalhousie University 60 -
University contributions 2,186 2,016
Accrued income receivable 529 447
Total receivables 2,775 2,463
Total assets 1,688,684 1,434,139
Less liabilities:
Termination withdrawals payable 245 1,448
Benefits payable 1,594 1,234
Accrued expenses 1,201 1,161
Due to Dalhousie University - 184
Total liabilities 3,040 4,027
Net assets available for benefits $ 1,685,644 $ 1,430,112
Pension obligation and Surplus/(deficit)
Pension obligation $ 1,659,101 $ 1,562,829
Surplus/(deficit) 26,543 (132,717)
Pension obligation and surplus/(deficit) $ 1,685,644 $ 1,430,112

See accompanying notes to financial statements.
On behalf of the Administrator:

&J;m«?‘ﬂt Darrﬁ«ﬁfon

-




DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Statement of Changes In Net Assets Available for Benefits

Year ended June 30, 2021, with comparative information for 2020
(In thousands of dollars)

2021 2020
Additions:
Employees’ contributions (note 4) $ 22,150 $ 21,218
Employer’s contributions (note 4) 24,628 24,154
46,778 45,372
Additions from investments:
Current period change in fair value of investments 248,872 256
Income from investments (note 7) 34,566 33,786
283,438 34,042
Total additions 330,216 79,414
Deductions:
Pension benefits 58,647 54,406
Termination withdrawals 6,577 7,815
Death benefits 843 290
Administrative expenses (note 8) 8,617 7,565
74,684 70,076
Increase in net assets for the year 255,532 9,338
Net assets available for benefits, beginning of year 1,430,112 1,420,774
Net assets available for benefits, end of year $ 1,685,644 $ 1,430,112

See accompanying notes to financial statements.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Statement of Changes in Pension Obligation

Year ended June 30, 2021, with comparative information for 2020
(In thousands of dollars)

2021 2020
Increase in pension obligation:

Benefits accrued $ 45,758 $ 44,934
Interest accrued on benefits 82,382 75,560
Indexation 24,830 -
Experience loss 4,297 3,227
Provision for adverse deviations (note 5) 6,858 111,734
164,125 235,455

Decrease in pension obligation:
Benefits paid 66,067 62,511
Change in assumptions (note 5) 1,786 32,534
67,853 95,045
Net increase in pension obligation 96,272 140,410
Pension obligation, beginning of year 1,562,829 1,422,419
Pension obligation, end of year $ 1,659,101 $ 1,562,829

See accompanying notes to financial statements.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 1

Year ended June 30, 2021
(In thousands of dollars)

1. Description of plan:

The Dalhousie University Staff Pension Plan (the “Plan”) is a contributory defined benefit pension
plan covering employees of Dalhousie University (the “University”), terms of which are provided in
the Plan text as restated July 1, 1997 plus amendments to January 2018. Under the Plan,
contributions are made by the employees and the University. The Plan is registered under the
Pension Benefits Act of Nova Scotia and is registered with the Canada Revenue Agency. Dalhousie
University is the Administrator of the Plan. Assets of the Plan are held within two Funds, the
Dalhousie Pension Trust Fund and the Dalhousie Retirees’ Trust Fund. Contributions to the Plan
are forwarded to the Dalhousie Pension Trust Fund and retirement benefit payments are funded by
the Dalhousie Retirees’ Trust Fund.

(a) Funding policy:

The University is required to meet the cost of all benefits not met by required contributions of
members. The determination of the required contributions is made on the basis of an actuarial
valuation.

(b) Current service pension:

The current service pension provides for a pension of 2% of the average best three years of
pensionable salary received by the member multiplied by the number of years of participation in
the plan up to a maximum of 35 years.

(c) Survivor's pension:

The normal form of pension payable to members with spouses includes a 66 2/3% survivor
pension in respect of credited service up to June 30, 2004 with a minimum guarantee of 60
monthly payments. For credited service after June 30, 2004, the pension is paid for the member’s
life with a minimum guarantee of 84 monthly payments, which can be actuarially converted to
provide for a survivor’'s pension.

(d) Death benefits before retirement:

A return is made of the greater of (a) the commuted value of the accrued post-1987 earned
pension benefits plus the Member's pre-1988 contributions and interest or (b) the member’s
regular contributions plus interest, together with any vested entitlement in the University's
matching contributions plus interest. For members with spouses, the minimum entitlement for
benefits earned after 1987 is 100% of the commuted value of the benefits.

(e) Income taxes:

The Dalhousie University Staff Pension Plan is a Registered Pension Plan as defined in the
Income Tax Act and is not subject to income taxes.

(f) Membership eligibility:

All full-time employees and regular part-time employees who commenced employment at
Dalhousie University up to June 30, 1996 were eligible to join the Plan upon completion of at least
75 days of employment with the University. After June 30, 1996 membership shall date from the
first day of the first full month employed, provided that the employee is then eligible.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 2

Year ended June 30, 2021
(In thousands of dollars)

1.

Description of plan (continued):

Statutory part-time employees may elect to join the Plan following completion of two consecutive
calendar years of employment during which, in each of the calendar years, their earnings were at
least 35% of the Canada Pension Plan year's maximum pensionable earnings (“YMPE”), or their
hours worked were at least 700.

(g) Termination of membership:

On termination of employment, the member is entitled to receive either (a) a deferred pension, or
(b) a termination transfer which shall be the greater of either commuted value, or the total of the
member’s contributions plus interest, together with any vested entitlement in the University’s
matching contributions plus interest, subject to minimum payout requirements of the member’s
contributions plus interest.

(h) Indexation:

Indexation is provided to eligible retirees. The rate of indexation for eligible retirees is
determined by the calculation and comparison of two rates. The plan stipulates that the
investment yield on the Retirees’ Trust Fund in excess of the post-retirement interest
assumption with holdback, the warranted indexation, will be used to fund the indexing of
pensions up to the year over year change in CPI, the maximum permitted indexation. The lesser
of warranted indexation and permitted indexation will be granted as indexation, where there is
no cumulative shortfall balance. If warranted indexation is less than permitted indexation and is
in fact negative, eligible pensions are not eligible for indexation at that time. Any shortfall must
be recovered before pensions qualify for indexation in future years.

2. Basis of presentation:

These financial statements have been presented in Canadian dollars, which is the Plan’s functional
currency, and prepared in accordance with Canadian accounting standards for pension plans in
Part IV of the Canadian Institute of Chartered Professional Accountants (“CPA”) Handbook. 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 | of the
CPA Canada Handbook or accounting standards for private enterprises (“ASPE”) in Part Il of the
CPA Canada Handbook. The plan has elected to comply on a consistent basis with ASPE. To the
extent that ASPE is inconsistent with Section 4600, Section 4600 takes precedence.

Summary of significant accountingpolicies:
Summary of significant accounting policies:

(a) Basis of measurement:

The financial statements have been prepared on the historical cost basis except for
investments and derivatives which are measured at fair value through the statement of
changes in net assets available for benefits and the pension obligation is measured at fair
value through the statement of changes in pension obligation.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 3

Year ended June 30, 2021
(In thousands of dollars)

3. Summary of significant accounting policies (continued):

(b) Investments:

(i)

(iif)

(iv)

(v)

Investment transactions:

Investment transactions are recorded on the trade date. Brokers’ commissions and other
transaction costs are recorded in the statement of changes in net assets available for
benefits when incurred.

Index linked mortgages:

The interest rate is adjusted annually according to the change in the Consumer Price Index.
In 2021, mortgage payments reduced the principal on a book value basis by $349 (2020 -
$511). The cumulative decrease to date totals $20,979 (2020 - $20,630).

Income from investments:

Income from investments includes interest income and dividend income. Income from
securities directly held is recorded on an accrual basis. Income from other fund
investments is recognized upon the receipt of those funds’ statements in which income
declarations have been made.

Current period change in fair value of investments:

Current period change in fair value of investments includes all net realized and unrealized
capital gains.

Gains or losses on sale or maturity of investments, based on the difference between average
cost and proceeds, net of any selling expenses, are recorded at the time of disposition of the
investment.

Alternative investments:

Alternative investment, which are classified as level 3 investments in the fair value
hierarchy (see note 9) include private equity, private debt, real estate and infrastructure
investments.

(c) Financial assets and financialliabilities:

(i)

Non-derivative financial assets:

Financial assets are recognized initially on the trade date, which is the date that the Plan
becomes a party to the contractual provisions of the instrument. Upon initial recognition,
attributable transaction costs are recognized in the statement of changes in net assets
available for benefits as incurred.

The Plan measures all of its investments at fair value through the statement of changes in
net assets available for benefits.

All other non-derivative financial assets including contributions receivable are measured at
amortized cost.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 4

Year ended June 30, 2021
(In thousands of dollars)

3. Summary of significant accounting policies (continued):

The Plan derecognizes a financial asset when the contractual rights to the cash flows from
the asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are
transferred or in which the Plan neither transfers nor retains substantially all the risks and
rewards of ownership and does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the
asset and consideration received is recognized in the statement of changes in net assets
available for benefits as a net realized gain or loss on sale of investments.

Non-derivative financial liabilities:

All financial liabilities are recognized initially on the trade date at which the Plan becomes a
party to the contractual provisions of the instrument. The Plan derecognizes a financial
liability when its contractual obligations are discharged, cancelled or expired. The Plan
considers its accounts payable and accrued liabilities to be a non-derivative financial
liability.

(i) Derivative financial instruments:

Derivative financial instruments are recognized initially at fair value and attributable
transaction costs are recognized in the statement of changes in net assets available for
benefits as incurred. Subsequent to initial recognition, derivatives are measured at fair
value, and all changes are recognized immediately in the statement of changes in net
assets available for benefits.

Financial assets and liabilities are offset and the net amount presented in the statement of
net assets available for benefits when, and only when, the Plan has a legal right to offset
the amounts and it intends either to settle on a net basis or to realize the asset and settle
the liability simultaneously.



DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 5

Year ended June 30, 2021
(In thousands of dollars)

3. Summary of significant accounting policies (continued):

(d)

Fair value measurement:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

In determining fair value, the Plan adopted the guidance in IFRS 13, Fair Value Measurement
("IFRS 13"), in Part | of the CPA Canada Handbook. 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. The Plan uses closing market price as a practical expedient for fair value measurement.

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 analyses and option pricing
models.

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 changes in fair value, other than interest and dividend income and expense, are recognized
in the statement of changes in net assets available for benefits as part of the current period
change in fair value of investments.



DALHOUSIE PENSION TRUST FUND

Notes to Financial Statements, page 6

Year ended June 30, 2021
(In thousands of dollars)

3. Summary of significant accounting policies (continued):

(e)

(f)

Fair values of investments are determined as follows;

Any separately managed bonds and equities are valued at year-end quoted closing prices
where available. Where quoted prices are not available, estimated fair values are calculated
using comparable securities.

Short-term notes, treasury bills and term deposits maturing within a year are stated at cost,
which together with accrued interest income approximates fair value given the short-term nature
of these investments.

Any interest-bearing securities directly held are valued at the present value of estimated future
cash flows discounted at interest rates in effect on the last business day of the year for
investments of a similar type, quality and maturity.

Pooled funds are valued at the unit values supplied by the pooled fund administrator, which
represent the Plan's proportionate share of underlying net assets at fair values determined
using closing market prices.

Real estate, resource properties and private capital investment values are determined using
independent appraisals.

Interfund accounts:

The interfund balances between the Plan’s Funds and Dalhousie University attract or pay interest
at prime less 2%.

Foreign currency translation:

The fair values of foreign currency denominated investments included in the statement of net
assets available for benefits are translated into Canadian dollars at year-end rates of exchange.
Gains and losses arising from translations are included in the current period change in fair value
of investments.

Foreign currency denominated transactions are translated into Canadian dollars at the rates of
exchange on the dates of the related transactions.

Use of estimates:

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expense during the year. Actual results
could differ from those estimates primarily from Level 3 investments and from the extrapolation
of pension obligations from the last actuarial valuation.

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.



DALHOUSIE PENSION TRUST FUND

Notes to Financial Statements, page 7

Year ended June 30, 2021
(In thousands of dollars)

4. Funding policy:

The Plan requires employees to contribute 4.65% of the first $5,000 of annual salary plus 6.15% of
annual salary in excess of $5,000 to maximum pensionable earnings. The University has made
annual contributions matching those required from employees. Employees made an additional 2%
supplementary contribution of salary to maximum pensionable earnings.

The University is required to fund benefit costs not fully met by the employees’ contributions and
the University’s matching contributions. Pursuant to the January 31, 2020 actuarial valuation, the
University made overmatching contributions of 3.09% of pensionable earnings (2020 — 3.20%) and
was not required to make any deficit reduction contributions in this fiscal year (2020 - $0.9 million).

Under the terms of the Plan, employees may be able to make additional voluntary contributions to
the Fund and to buy back eligible past service.

Contributions 2021 2020
Employee

Regular $ 16,319 $ 15,729

Supplemental 5,238 5,042

Pension buy-backs, reciprocals & additional voluntary 593 447
Total employee contributions $ 22,150 $ 21,218
Employer

Matching $ 16,440 $ 15,713

Overmatching and deficit reduction $ 8,188 8,441
Total employer contributions 24,628 24,154
Total contributions $ 46,778 $ 45,372

The Nova Scotia Pension Benefits Act exempts Nova Scotia universities from solvency funding,
thereby limiting funding to that determined by a going concern valuation.

5. Obligations for pension benefits:

An actuarial valuation as of January 31, 2020 was made by Eckler Ltd., a firm of consulting
actuaries. Liabilities of this valuation have been presented by following the funding rules of the
Nova Scotia Pensions Benefits Act. Under these funding rules, assets must exceed liabilities to
create a provision for adverse deviation (“PfAD”). With this PfAD in place, the amount of
conservatism in the discount rate has been reduced. The actuarial present value of accrued
pension benefits was determined using the projected benefit method prorated on service and the
Administrator's best estimate assumptions.

The actuarial valuation calculates liabilities for each member on the basis of service earned to date
and the employee’s projected three-year highest average salary at the expected date of
retirement, or in the case of pensioners and survivors, on the basis of the amount of pension being
paid to them. The projected unit credit method was adopted for the actuarial valuation to determine
the current service cost and actuarial liability. The actuary extrapolated the results of the January
31, 2020 valuation to yield the June 30, 2021 results.



DALHOUSIE PENSION TRUST FUND

Notes to Financial Statements, page 8

Year ended June 30, 2021
(In thousands of dollars)

5. Obligations for pension benefits (continued):

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

2021 2020
Asset rate of return 5.71% 5.73%
Salary escalation rate 3.59% 3.59%
Retirement age determined by age for each year between ages 55 -71
Cost Method Projected unit credit method
Mortality 2014 Canadian Pension Mortality Table (Public Sector)

Projected generationally with CPM improvement scale B
with post retirement adjustment factors of 97% for
female and 87.6% for males

6. Investments:

Investments are presented by mandate, which may include cash, short-term investments, or other
investments that are presented separately on the Statement of Financial Position.

2021 2020
Canadian Equities Mandates:
Burgundy Asset Management - Canadian equities $ 95,231 $ 62,080
Burgundy Focus Canadian Equity Fund 25,227 16,902
Montrusco Bolton Equity Income Trust Fund 51,589 40,781
Fiera Canadian Equity Fund 57,695 44,501
U.S. Equities Mandates:
Ashford Capital Management - U.S. small cap equities 100,073 77,424
Fiera US Equity - U.S. large cap equities 116,511 96,953
Wellington Management — US SMID cap equities 31,773 24,650
State Street S&P MidCap Index Fund 68,398 53,229
Non-North American Equities Mandates:
Addenda EAFE Fund 79,416 68,483
Burgundy EAFE Fund 78,561 70,119
Fiera EAFE Fund 96,691 79,412
Private Capital Mandates:
Commonfund Capital Partners L.P - fund of funds 118,057 70,613
JP Morgan Asset Management - fund of funds 34,274 20,862
Pantheon Europe Fund V 'A’ - fund of funds 1,427 1,395
BMO GAM, F&C - fund of funds 39,821 37,008

Balance carry-forward 994,744 764,412



DALHOUSIE PENSION TRUST FUND

Notes to Financial Statements, page 9

Year ended June 30, 2021
(In thousands of dollars)

6. Investments (continued):

Balance carried forward 994,744 764,412
Real Estate and Infrastructure Mandates:
CU Real Property (6) Limited Partnership 12,417 13,971
Fiera Real Estate (11) (12) and Industrial Fund 37,619 34,856
CBRE Clarion Securities - global real estate 83,747 66,350
Lazard Global Listed Infrastructure (Canada) Fund 59,443 52,390
JP Morgan Global Maritime Investment Fund 4,749 4,966
JP Morgan Infrastructure Investments Fund 20,387 20,202
Crestpoint Real Estate 21,927 18,535
Brookfield SREP llI 10,208 6,423
Macquarie 5,335 1,866
Commonfund Capital Partners L.P - fund of funds 684 -
Fixed Income Mandates:
CIBC Pooled Canadian Bond Index Fund 109,973 114,125
Addenda Capital Bond Fund 72,794 75,436
Canso Broad Corporate Fund 86,481 77,982
BlackRock CorePlus Universe Bond Fund 104,266 107,277
Canso Private Loan Fund 9,983 9,843
Brookfield BREF V 11,499 11,454
Crestline Specialty Lending 21,216 11,975
First National Financial - index linked mortgages 491 859
Other:
RBC Investor Services - cash and notes 21 16
Bank of Nova Scotia - bank account 17,925 38,738
Total investments $ 1,685,909 $ 1,431,676
7. Income frominvestments:

2021 2020
Canadian equities 5,352 $ 5,714
U.S. equities 1,848 2,027
Non-North American equities 4,259 3,907
Private equity (2,399) (1,166)
Real assets 8,140 9,523
Bonds and long-term notes 17,206 13,139
Cash and short-term investments 160 642
Total income from investments 34,566 $ 33,786




DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 10

Year ended June 30, 2021
(In thousands of dollars)

8. Administrative expenses:

2021 2020
Investment management fees $ 6,893 $ 5,731
Investment custodial, performance, consulting fees 355 476
Benefits administration 463 440
Benefits actuarial and consulting fees 663 647
Audit fees 66 60
Interfund expense 1 1
General administration 176 210
Total administrative expenses $ 8,617 $ 7,565

9. Financial instruments and investmentrisks:

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 resulting in an economic slowdown. Global
equity and capital markets have also experienced significant volatility and weakness. The
governments have reacted with significant monetary and fiscal interventions designed to stabilize
economic conditions. The duration and impact of the COVID-19 pandemic is unknown currently,
as is the efficacy of the government’s interventions.

The Plan has implemented procedures including employee education, increased sanitization, as
well as employees working remotely when possible. The duration of the outbreak and economic
impacts are uncertain and there may be impacts in the future on the Fund’s operations, value of
investments and cash flows. This increases the level of risk around financial instruments and the
Plan is actively monitoring and managing the situation.

Financial instruments are utilized to replicate certain market exposures or to assist in the
management of investment risks. Investments are primarily exposed to foreign currency, interest
rate, market and credit risks. The Funds have set formal policies and procedures that establish an
asset mix among equity, fixed income and alternative investments, require diversification of
investments within categories, and limit exposure to individual investments, counterparties and
foreign currencies.

(a) Fair value of financial assets and financial liabilities:

The fair values of investments are as described in note 3(d). The fair values of other financial
assets and liabilities, being cash and short-term investments, accrued income receivable, due
from Dalhousie University, contributions receivable and liabilities approximate their carrying
values due to the short-term nature of these instruments.
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(In thousands of dollars)

9.

Financial instruments and investment risks (continued):

(b)

(c)

(d)

(e)

(f)

Market risk:

Market risk is the risk that the value of an investment will fluctuate as a result of changes in
market prices, whether those changes are caused by factors specific to the individual
investment or factors affecting all securities traded in the market. The Funds' policies are to
invest in a diversified portfolio of investments, based on criteria established in the Statements of
Investment Policies and Guidelines, to mitigate the impact of market risk.

Interest rate risk:

The Funds’ fixed income investments are subject to the risk of rising interest rates. Should
interest rates rise by 1.0%, it is estimated that the broad Canadian fixed income market could
depreciate 9.2% in value. For the Funds, this could result in a loss of $38.5 million, or 2.3% of
the total Funds. The Funds seek to manage this risk by diversifying their exposures to the
Canadian fixed income market, by investing a portion in a pooled fund that utilizes broad
holdings to replicate the overall Canadian fixed income market, a portion to a pooled fund
strategy that changes the duration of the portfolio to position itself for anticipated interest rate
movements, a fund that utilizes multiple strategies and markets to manage return, an allocation to
Canadian corporate credit fixed income strategies that offer higher yield and that experience
interest rate movements that differ from the broad market, and a final portion to floating rate
debt.

Credit risk:

Credit risk is the risk of loss in the event the counterparty to a transaction fails to discharge an
obligation and causes the other party to incur a loss. Credit risk is mitigated through the
management of the assets within generally accepted parameters of safety and prudence, using
a diversified investment program. Investments must adhere to specific limitations as outlined in
the Funds’ Statements of Investment Policies and Guidelines.

Other price risk:

Other price risk is the risk that the fair value of an investment will fluctuate because of changes
in market prices (other than those arising from foreign currency or interest rate risk), whether
those changes are caused by factors specific to the individual investment or factors affecting all
securities traded in the market. An adverse change of 1% would lead to an approximate $14.5
million decline in the overall value of the Funds. Since all other variables are held constant in
assessing price risk sensitivity, it is possible to extrapolate a 1% absolute change in the fair
value to any absolute percentage change in fair value.

Liquidity Risk:

Liquidity risk refers to the risk that the Plan’s associated funds do not have sufficient cash to
meet their current payment liabilities, including benefit payments, and to acquire investments in
a timely and cost-effective manner. The liquidity position of the Funds are monitored regularly
with updated cash forecasts to ensure they have sufficient funds to fulfill their obligations.
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9. Financial instruments and investment risks (continued):
(g) Derivative financial instruments:

Derivatives are financial contracts, the values of which are derived from the values of underlying
assets, interest rates, or exchange rates. Pooled funds or fund-of-funds that the Funds invest in
may also use derivative contracts to replicate or to reduce the exposure to certain financial
markets or specific securities. Derivative contracts, transacted either on a regulated exchange
market or in the over- the-counter market directly between two counterparties, include:

(i) Future and forward contracts:

Future and forward contracts are contractual obligations either to buy or sell a specified amount
of money market securities, bonds, equity indices, commodities or foreign currencies at
predetermined future dates and prices. Future contracts are transacted in standardized
amounts on regulated exchanges and are subject to daily cash margining. Forward contracts
are customized contracts transacted in the over-the-countermarket.

As of June 30, 2021, The Plan does not hold any derivative financial instruments. The foreign
currency exposure at June 30 is summarized as follows ($ Canadian):

2021 2020
Through direct investment:
United States $ 178,500 $ 138,622
Non-North American 34,555 28,073
Through pooled funds:
United States 405,983 296,677
Non-North American 301,251 258,283
Total $ 920,289 $ 721,655

During the year the Plan terminated its foreign currency hedging strategy. If the Canadian
dollar appreciated by 10% against all other currencies at June 30, 2020, the stated value of the
assets would decrease by $92.0 million (2020 - $72.2 million).



9.

DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 13

Year ended June 30, 2021
(In thousands of dollars)

Financial instruments and investment risks (continued):

(h) Fairvalues:

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 of the financial statement date. A financial instrument’s level within the fair value
hierarchy is based on the lowest level of any input that is significant to the fair value measurement.
The inputs or methodology used for valuing investments are not necessarily an indication of the
risk associated with investing in those investments. 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
values are 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 mutual and 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.

Securities with no readily available market are generally valued according to the market approach,
which attempts to apply a fair value standard by referring to meaningful third-party transactions,
comparable public market valuations and/or the income approach.
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9.

Financial instruments and investment risks (continued):

The following is a summary of the levels used as of June 30 in valuing the financial assets carried
at fair value:

Financial Assets 2021 2020
Level 1
Equity securities - Canadian $ 96,681 $ 65,362
Equity securities - non-Canadian 214,143 165,142
Cash in bank 17,925 38,738
Level 2
Pooled funds - Canadian equities 134,511 102,184
Pooled funds - non-Canadian equities 499,020 420,586
Pooled funds - fixed income 374,005 375,679
Short-term and other 21 16
Level 3
Private equity 193,579 129,878
Private real assets 113,326 100,819
Private debt 42,698 33,272
$ 1,685,909 $ 1,431,676

The following table summarizes the changes in the fair value of the Plan’s financial instruments
classified as Level 3 investments:

Level 3 Financial Assets Private Private Private Total
Equity Real Debt
Assets

Fair Value, July 1, 2020 $ 129,878 $ 100,819 $ 33,272 $ 263,969
Net realized & unrealized gains 51,555 7,233 2,615 61,403
Purchases, net of redemptions 12,146 5,274 6,811 24,231
Fair Value, June 30, 2021 193,579 113,326 42,698 349,603
Fair Value, July 1, 2019 $ 124,471 $ 104,007 $ 27,232 $ 255,710
Net realized & unrealized gains 9,986 8,493 1,266 19,745
Purchases, net of redemptions (4,579) (11,681) 4,774 (11,486)

Fair Value, June 30, 2020 129,878 100,819 33,272 263,969




DALHOUSIE UNIVERSITY STAFF PENSION PLAN

Notes to Financial Statements, page 15

Year ended June 30, 2021
(In thousands of dollars)

10.

Financial instruments and investment risks (continued):

Fair values of the level 3 financial assets represent valuations of the Plan’s Funds’ unit holdings in
partnerships, and are provided by the general partners of the funds in which the Plan’s Funds
participate. Underlying private equity valuations can be based on a combination of factors such as
comparable public market valuations, comparable private market transaction multiples, and
discounted future expected income and cash flows. Private real asset valuations are provided
annually by independent appraisals that focus on comparable properties, current leases, market
capitalization rates, and market activity. Private debt loans have been acquired at discounted prices
and are primarily carried at cost.

Capital risk management:

The capital of the Plan is represented by the net assets available for benefits. The main objective is
to sustain a certain level of net assets in order to meet the pension obligations of the Plan. The Plan
fulfils its primary objective by adhering to the Statement of Investment Policies and Guidelines (the
"SIP&G") of the Pension Trust Fund and the Retirees’ Trust Fund, which are reviewed annually by the
respective trustees.

The investments of the Trust Funds were allocated within the allowed asset category ranges, as of
the date of the Plan's financial statements. The following table presents the consolidated asset
allocation of the two trust funds for each asset category and total investments, along with appropriate
benchmarks:

Asset allocation (%)

Asset categories Benchmark 2021 2020
Canadian equities S&P TSX Composite 13.7 11.7
U.S. equities S&P 500 17.8 16.7
Non-north American equities MSCI EAFE 15.6 15.6
Private equity S&P 500 + 4% 11.5 9.1
Real assets T-Bills + 6% 15.1 15.3
Bonds and long-term notes FTSE TMX Universe 24.7 28.5
Cash and cash equivalents 1.6 3.1
Total investments 100.0 100.0

The Plan's investments are within the asset allocation target ranges as at June 30, 2021.

The Plan's investment positions expose it to a variety of financial risks which are discussed in note 9.
The Plan manages net assets by engaging knowledgeable investment managers who are charged
with the responsibility of investing existing funds and new funds (current year's employee and
employer contributions) in accordance with the approved SIP&G. The allocations of trust assets
among various asset categories are monitored by the Plan administrator on a monthly basis. A
comprehensive review is conducted quarterly, which includes measurement of returns, comparison of
returns to appropriate benchmarks and risk analysis.
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1.

12,

Capital risk management (continued):

Increases in net assets available for benefits are a direct result of investment income generated by
investments held by the Plan and contributions into the Plan by eligible employees and by the
University. The employer is required under the Pension Benefits Act (Nova Scotia) to pay
contributions, based on actuarial valuations, necessary to ensure the benefits are funded. More
details on employee and employer contributions that were paid during the year is disclosed in note 4.
There were no contributions past due as at June 30, 2021.

The main use of net assets is for benefit payments to eligible Plan members. The Plan is required to
file Plan financial statements with Nova Scotia Superintendent of Pensions. There is no change in the
way capital is managed this year.

Commitments:

Certain of the alternative investments contain contractual capital commitments. At June 30, 2021, the
Funds had outstanding future commitments of $0.4 million (2020 - $0.4 million) in Canadian real
estate; US $130.0 million (2020 — US $136.0 million) and €8.5 million (2020 - €9.2 million) in private
equity investments; €26.4 million (2020 - €30.0 million) in Infrastructure; US $5.4 million (2020 — US
$7.9 million) in private global real estate; and US $33.0 million (2020 — US $41.9 million) in private
debt.

Related party transactions:

During the year, Dalhousie University provided investment administration, benefit administration,
payroll, and accounting services. These recoverable service costs for 2021 were $839 (2020 - $824).
The transactions were in the normal course of operations and were measured at the exchange
amount.
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