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TREASURY MANAGEMENT DIVISION 
DEPARTMENT OF FINANCE 
CONFEDERATION BUILDING 

P.O. BOX 8700 
ST. JOHN’S, NL A1B 4J6 

 

Honourable Siobhan Coady 
Deputy Premier 
Minister of Finance 
Government of Newfoundland and Labrador 
Confederation Building 
St. John’s, NL 
A1B 4J6 
 
Dear Minister Coady: 
 
As the representative of the Board of Trustees responsible for the Newfoundland and 
Labrador Government Sinking Fund (NLGSF), I am pleased to submit the 2020-21 
Annual Report. The NLGSF is a category 3 government entity, and in accordance with 
the Transparency and Accountability Act is required to prepare an annual activity 
report to present information on its activities of the preceding year. As such, the Board of 
Trustees is accountable for the preparation of this report and for the results reported 
therein. 
 
The mandate of the Board of Trustees for the NLGSF is to administer the sinking funds 
established by the Government of Newfoundland and Labrador for the repayment of the 
Province’s debenture debt. During the 2020-21 fiscal year, the NLGSF earned a net 
income of approximately $47.8 million before unrealized foreign exchange translation 
losses of $37.3 million. This resulted in final net income of $10.5 million. This represents 
a 3.50 per cent and 0.77 per cent return on the Sinking Fund Equity before and after 
unrealized foreign exchange translation losses. 
 
Sincerely, 
 

 
Theresa Heffernan 
Director, NLGSF Board of Trustees 
Assistant Deputy Minister, Treasury Management and Budgeting 
Department of Finance 
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Overview 

The Newfoundland and Labrador Government Sinking Fund (NLGSF) was 

created pursuant to the Financial Administration Act to consolidate sinking 

funds established for the repayment of the Province’s debenture debt. The 

Province has established sinking funds for some of its long-term debenture 

issues and the annual contributions to these sinking funds are invested by the 

Board of Trustees. NLGSF operates with a March 31 fiscal year end and the 

results of its activities are fully consolidated in the Provincial Government’s 

annual financial statements. 

 

Mandate 

The mandate of the Board of Trustees is to manage and control the operational 

activities of the NLGSF and the sinking funds of certain crown corporations 

where the Province has guaranteed the related debt (i.e. Newfoundland and 

Labrador Municipal Financing Corporation and the Eastern Regional Integrated 

Health Authority). These activities include establishing investment policy, 

investment of funds and the monitoring of such. These funds are invested in 

accordance with the Financial Administration Act, primarily in bonds, 

debentures or other securities issued or guaranteed by the Government of 

Canada, the government of a province of Canada, or a chartered bank, with the 

goal of earning the maximum return from investment of the portfolio while 

ensuring security of the funds. 

 

Board Representation and Accountability  

The Board of Trustees are appointed by the Lieutenant Governor in Council to 

manage and control the day-to-day operation of the sinking funds. As of March 
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31, 2021, the Board of Trustees consisted of the incumbents in four senior public 

service positions within the Department of Finance: 

 

Mr. Paul Smith  Deputy Minister 
 
Ms. Theresa Heffernan Assistant Deputy Minister 
    Treasury Management and Budgeting 
 
Mr. Thomas Nemec  Director, Treasury Management 

 
Mr. Patrick Kennedy Manager, Treasury  

 

Sources of Funding 

For debenture issues, which have sinking fund requirements, the Province 

makes the required sinking fund contributions to the operating bank account 

managed by the Board of Trustees. In 2020-21, these sinking fund payments 

amounted to $41,839,000.  Sinking fund contributions are invested and the 

interest earnings, less an amount to cover administrative costs, are re-invested. 

 

The NLGSF’s day-to-day activities are managed by employees of the 

Department of Finance and the Sinking Fund is invoiced quarterly by the 

Province for reimbursement of these expenses on a cost-recovery basis. 

 

Operational Information 

The NLGSF earned a net income of approximately $10.5 million during 2020-21, 

after an unrealized foreign exchange translation loss of $37.3 million that resulted 

from a decrease in the value of the U.S. dollar. Any gains or losses resulting from 

foreign currency translations will never be realized as U.S assets will never be 

converted to Canadian dollars. Special purpose financial statements for the year 

ending March 31, 2021, are included in this report.  
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The 2020-23 Activity Plan, as well as previous annual reports, are available 

online at www.fin.gov.nl.ca. 

 

Contact information is as follows: 

Mailing Address     Office Location 

Newfoundland and Labrador   Treasury Management Division 
  Government Sinking Fund   Department of Finance 
c/o Department of Finance    Confederation Building 
Confederation Building    East Block, Main Floor 
East Block, Main Floor    Telephone: (709)-729-2961 
P. O. Box 8700     Fax:   (709) 729-6790 
St. John’s, NL  A1B 4J6       
 

 

Report on Performance 

In accordance with the Board’s mandate, the following objective was identified for 

the 2020-21 fiscal year, which focuses on the primary activities of establishing 

investment policy; and the investment and monitoring of funds.  

Objective 

By March 31, 2021, Board of Trustees will have continued with the prudent 

investment of the assets of the fund. 

Indicator 

The assets of the fund prudently invested in accordance with the Financial 

Administration Act, as evidenced by the completion of periodic reviews of 

reports to the Board. 
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Results for 2021-22 

The Board completed its review of an annual report which, in addition to financial 

results of the Fund, highlighted the investing activity of the Fund. This review 

ensured that the assets of the Fund were prudently invested in accordance with 

the Financial Administration Act and with the Board’s mandate. 

Planned for 2021-22 

The NLGSF will report on the same objective and performance indicators for the 

2021-22 fiscal year. 

 

Opportunities and Challenges 

The unpredictable nature of the investment market will continue to challenge the 

Board of Trustees to ensure that its investment strategy maximizes the rate of 

return earned on its investment portfolio, while at the same time protecting the 

security of the sinking funds. A slow global economic recovery with a low-

interest-rate environment continues to restrict the earning potential of the 

investment portfolio. In addition, the fund holds U.S dollar denominated cash and 

investments that will be used to retire U.S dollar denominated debt of the 

province. These are subject to foreign exchange gains and losses that will never 

be realized but must be included in net income for accounting purposes. 

 

Financial Statements 

Please see the attached financial statements for the year ended March 31, 2021. 

These financial statements of the NLGSF are the responsibility of management 

and have been prepared in accordance with Canadian public sector accounting 

principles.  
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The Auditor General of Newfoundland and Labrador performed an audit on the 

financial statements in accordance with Canadian generally accepted auditing 

standards. The Auditor’s Report attached to the financial statements outlines the 

scope of the examination and contains the Auditor General’s opinion on the 

NLGSF’s financial statements.  
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