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PENSION INVESTMENT COMMITTEE 

PROVINCE OF NEWFOUNDLAND AND LABRADOR POOLED  
PENSION FUND 

 
 
 
 
 
Honourable Siobhan Coady 
President of Treasury Board 
Government of Newfoundland and Labrador 
Confederation Building 
St. John’s, NL   A1B 4J6 
 
Dear Minister Coady: 

 
In accordance with the Transparency and Accountability Act, the Pension Investment 
Committee (PIC) is a category three government entity and is required to prepare an annual 
activity report to present information on its activities during the preceding year.  This report was 
prepared under the direction of the Committee, which is accountable for the results contained 
herein.  This Report covers the first year of the Committee’s 2020 - 2022 Activity Plan. 
 
The PIC has been overseeing the management of the Province of Newfoundland and Labrador 
Pooled Pension Fund since its inception in 1981. Throughout that period, the performance of the 
Fund has contributed to slowing the growth in the unfunded liabilities of the participating pension 
plans sponsored by government.   
 
Financial markets finished quite strong in 2020. The 17.9 per cent overall rate of return earned by 
the Fund surpassed the benchmark rate of return for the Fund, and continued to have a favourable 
impact on the long-term investment goals established by the PIC.   
 
As the Chair of the Committee, I am pleased to submit the 2020 Annual Report for the PIC. 

 
 
 Sincerely, 

 
 
 

 Michelle Jewer 
 Chair 
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1.0 Overview 

Pursuant to section 14 of the Pensions Funding Act, the Lieutenant-Governor in Council established 
the PIC. The PIC advises the President of Treasury Board Secretariat, as Trustee, on the operation 
and the investment of the Province of Newfoundland and Labrador Pooled Pension Fund (the Fund). 
The Fund was originally established to finance benefits under the five Government-sponsored 
pension plans; however, as a result of Government’s pension reform initiative, the assets of the Public 
Service Pension Plan and the Teachers’ Pension Plan were carved out of the Fund in 2015 and 2016, 
respectively. The Fund is currently comprised of the assets of the Uniformed Services Pension Plan, 
the Members of the House of Assembly Pension Plan, and the Provincial Court Judges’ Pension 
Plan. 

 
Responsibilities of the PIC include the review of all the Fund’s financial activities; the development, 
assessment, and implementation of Fund objectives and investment strategies; and the 
recommendations for the appointment of investment consultants, a custodian, and investment 
managers as required. 

 
Pension Investment Committee 

(as of December 31, 2020) 
 

Government Representatives:  
 Denise Hanrahan, Chair                      Secretary to the Treasury Board,  

Treasury Board Secretariat 
 Paul Smith Deputy Minister, Department of Finance 
 Theresa Heffernan Assistant Deputy Minister, Treasury Management 

and Budgeting, Department of Finance 
  
Employee Representatives:  
 Bert Blundon Newfoundland and Labrador Association of Public 

and Private Employees 
 Wanda Lee Mercer House of Assembly 
 Nick Cashin Royal Newfoundland Constabulary Association 
  

 
2.0 Key Statistics 

 
As of December 31, 2020, total Fund assets were $225.2 million and the total unfunded liability was 
$327.7 million.  This compares to assets of $211.2 million and an unfunded liability of $330.1 million 
as of December 31, 2019. 

 
As detailed in the following table, Fund participation was 1,764 members as of December 31, 2020. 

 
Fund Participation as of December 31, 2020 

 
Uniformed 
Services 

Pension Plan 

Members of 
the House of 

Assembly 
Pension Plan 

Provincial 
Court 

Judges’ 
Pension Plan 

Total 

Active Members 656 40 18 714 
Deferred 
Members 36 3 0 39 

Pensioners 946 56 9 1,011 
Total 1,638 99 27 1,764 
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The following table illustrates contributions to and payments from the Fund for the year ended 
December 31, 2020. 

  
2020 Contributions and Payments 

 
Uniformed 
Services 

Pension Plan 
(000s) 

Members of 
the House of 

Assembly 
Pension Plan 

(000s) 

Provincial 
Court 

Judges’ 
Pension Plan 

(000s) 

Total 

Contributions:    
Contributions from Active Members $6,028 $469 $344 $6,841 
Regular Employer Contributions $5,703 $411 $0 $6,114 
Total Contributions: $11,731 $880 $344 $12,955 
Payments:    
Pension Benefit Payments $30,164 $1,587 $351 $32,102 
Refunds to Members $812 $56 $0 $868 
Administrative Expenses $798 $182 $93 $1,073 
Total Payments: $31,774 $1,825 $444 $34,043 

 

3.0 Highlights and Partnerships 
 
The Fund was established as a vehicle to invest employee and employer pension plan contributions 
in the capital markets with a long-term goal to achieve investment returns on those contributions 
sufficient to meet the pension obligations' cost as they become due. As the participating pension 
plans' obligations are not fully funded, any excess returns achieved in the portfolio will slow the growth 
in the unfunded portion. 
 
3.1 Discount Rate 
 
In evaluating the long term pension obligations of the Province at December 31, 2020, the Province’s 
actuary used long term annual interest rates ranging from 5.90 per cent to 6.00 per cent to discount 
the obligations. The discount rate is based on the expected real rate of return for the fund’s assets 
based on the current asset mix plus an assumption for long term inflation. In determining the cash 
flow requirements of the plans over the valuation period, the actuary assumes that the assets will 
achieve a similar rate of return. The PIC is mandated to develop and implement an investment 
strategy with the primary objective of securing the promised pension benefits at a manageable cost 
to both government and employees. The long term average targeted rate of return is currently 4.25 
per cent + Consumer Price Index (CPI). 
 
3.2 Asset Mix 
 
The PIC has implemented an asset mix policy and selected an investment manager with a view to 
achieving annual investment returns that exceed the annual returns earned by the relevant capital 
market indices.  It is anticipated that this investment strategy will result in a long term return that  
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exceeds the actuarial discount rate.  The table below outlines the asset mix as of December 31, 2020. 

 
Asset Mix Actual (%) Policy (%) 

 2020 2019 Target Range 

Canadian Equities 26 24 25 20-30 

Global Equities 56 56 55 50-60 

Canadian Bonds 18 20 20 15-25 
 

3.3 Annual Rates of Return 
 
The asset mix strategy as of December 31, 2020 of 80 per cent equities and 20 per cent fixed income 
was adopted based on the plans’ going concern funded ratio and the need to manage the growth of 
the unfunded liabilities. While returns in excess of the discount rate will not be achievable every year, 
the Fund’s annualized rate of return over the past 20 years is 7.8 per cent. This is higher than the 
discount rate range of 5.90 per cent to 6.00 per cent used in the most recent actuarial valuations. The 
Fund’s annualized return over 10 years is 10.1 per cent versus the policy benchmark of 8.8 per cent, 
and over five years the Fund returned 10.9 per cent versus the policy benchmark return of 9.5 per 
cent. The following graph illustrates the variability in annual rates of return over the past 20 years. 

 
 

Annual Rates of Return (2000 – 2020) 
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3.4 2020 Performance 
 
Strong returns in the global equity markets, as well as favourable returns in the Canadian equity and 
bond markets, resulted in a strong overall rate of return for the Fund. The Fund’s total return in 2020 
was 17.9 per cent, which was 6.8 per cent ahead of the benchmark return of 11.1 per cent. The 
Fund’s outperformance of the benchmark policy was due mainly to the impact of the security selection 
of the investment managers selected by the PIC. 

The Canadian equity category posted a return of 3.0 per cent, which was slightly lower than its 
benchmark index of 5.6 per cent. Global equity returns were also quite strong, posting a return of 
26.7 per cent for the year, exceeding the market index return of 14.8 per cent. Canadian bonds 
exceeded the benchmark index, achieving an 11.0 per cent return for the year.  
 
The Fund’s annual investment results for the five years ending December 31, 2016 to 2020 are 
presented in the following table. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

* Policy Benchmark Return is defined as the rate of return which would have been earned had the fund been 
invested in securities identical to the various indices. 

 
4.0 2020 Objective and Results 
 
The Pooled Pension Fund was established to invest employee and employer pension contributions 
not required to pay benefits, in the capital markets with the long term goal to achieve investment 
returns on those contributions to satisfy the pension obligations. As the assets in the fund are not 
sufficient to meet the value of the obligations, it is critical that the investment strategy of the fund 
focus on achieving excess returns within an acceptable level of risk. Any excess returns will slow the 
growth of the unfunded liability. 
 
Part of the mandate of the PIC is to develop an active investment strategy with the primary long term 
goal of achieving investment returns that exceed passive or index-like returns in the various sectors 
of the financial markets. This strategy is implemented by the Committee through the selection of 
investment managers whose investment style is designed to add value over the relevant market 
indices over a four year time horizon.  
 

Investment Performance Annual Returns (%) 

 2020 2019 2018 2017 2016 

Total Fund 17.9 18.9 -1.4 12.9 7.4 

Policy Benchmark Return* 11.1 18.7 -2.7 11.4 9.9 

Canadian Equities 3.0 19.4 -7.5 8.7 19.8 

S&P/TSX Composite Index 5.6 22.9 -8.9 9.1 21.1 

Global Equities 26.7 23.9 0.6 20.6 2.1 

MSCI All Country World Index 14.8 20.9 -0.7 16.4 4.7 

Canadian Bonds 11.0 6.9 1.5 2.9 3.5 

FTSE TMX Bond Universe Index 8.7 6.9 1.4 2.5 1.7 
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In its 2020-2022 Activity Plan, the PIC developed an annual objective focused on the long term 
objective of slowing the growth in the plans' unfunded liability. The following objective has been 
identified as the annual priority commitment of the PIC: 
 
Objective: By December 31, 2020 the PIC will have prudently managed the Newfoundland and 
Labrador Pooled Pension Fund. 

 
Indicators and Summary of Results:  
 
• Developed, reviewed and/or implemented Fund objectives and investment strategies with 

a view of earning annual returns in excess of the market index for the relevant category of 
investments (i.e. S&P TSX Composite Index; MSCI ACWI Index; and the FTSE TMX Bond 
Universe Index (which has replaced the DEX Universe Bond Index). 

 
The objectives of the Fund are long term in nature and are reviewed upon the completion of triennial 
actuarial valuations of the plans participating in the Fund. The PIC continues to work towards 
changing the asset mix in order to reduce the investment risk level of the Fund. The PlC is currently 
reviewing all available options to revise the current investment strategy. 
 
• Reviewed the financial activities of the Fund and advised the responsible Minister as 

appropriate. 
 
The financial activities of the Fund were reviewed. However, there was no need to implement new or 
change the existing initiatives for the Fund during 2020. 
 
• Recommended appointments of investment consultants, a custodian and investment 

managers, as required. 
 
In June 2020, an investment management and investment consulting services agreement was signed 
with Russell Investments Canada Limited. Subsequently, investment management agreements with 
Beutel, Goodman & Company Ltd., Connor, Clark & Lunn Investment Management Ltd., Phillips, 
Hager & North Investment Management Ltd., T. Rowe Price, and Wellington Management Company, 
LLP were terminated. 
 
5.0 2021 Objective and Indicators 
 
During 2021, the PIC will continue to oversee the management of the Newfoundland and Labrador 
Pooled Pension Fund, pursuant to its mandate.  

Objective:  
By December 31, 2021 the PIC will have prudently managed the Newfoundland and Labrador 
Pooled Pension Fund.  
 
Indicators:  
• Developed, reviewed and/or implemented Fund objectives and investment strategies with 

a view to earning annual returns in excess of the market index for the relevant category of 
investments 

• Reviewed the financial activities of the Fund and advised the responsible Minister as 
appropriate 

• Recommended appointments of investment consultants, a custodian, and investment 
managers, as required. 
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6.0 Opportunities and Challenges 

In June 2020, an investment management and investment consulting agreement was signed with 
Russell Investments. Transition from the previous five investment managers to Russell Investments 
was completed in July and August 2020, and a new Asset-Liability Study will be conducted in 2021. 
The PIC will continue to look for efficiencies to minimize costs being charged to the Newfoundland 
and Labrador Pooled Pension Fund. 

7.0 Contact Information 

Pension Investment Committee 

Treasury Board Secretariat 
Executive Council 
Main Floor, East Block 
Confederation Building 
P.O. Box 8700 
St. John’s, NL 
A1B 4J6 

Telephone: 1 (709) 729-3931 
Fax: 1 (709) 729-6790 

Pensions Inquiries Email:  pensions@gov.nl.ca 
Websites:  https://www.gov.nl.ca/exec/tbs/ 

mailto:pensions@gov.nl.ca
https://www.gov.nl.ca/exec/tbs/
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Audited Financial Statements  
for the Province of Newfoundland and Labrador Pooled Pension Fund 

for the Year Ending December 31, 2020 
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