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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of The Winnipeg School Division
Opinion

We have audited the financial statements of The Winnipeg School Division Pension Fund for
Employees Other Than Teachers (the “Entity”), which comprise the statement of financial position as
at end of December 31, 2020, statement of changes in net assets available for benefits for the year
then ended, statement of changes in pension obligations for the year then ended and notes to the
financial statements, including a summary of significant accounting policies (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 end of December 31, 2020, and its changes in net assets
available for benefits, and its 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.

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.

KPMG LLP, an On
member firm

KPMG Canad

ser firm of the KPMG
Limited, a private English compa

bal organization of independent
y limited by guarantee




KPMG!

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.
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e 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.

Kins ¥
e L

Chartered Professional Accountants

Winnipeg, Canada
May 20, 2021



THE WINNIPEG SCHOOL DIVISION

PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

(As constituted under By-law No. 1017)
Statement of Financial Position

December 31, 2020, with comparative information for 2019

2020 2019
Assets
Cash $ 894,822 $ 426,166
Accounts receivable 11,091 133
Due from related parties (note 3) 5,664 14,780
911,577 441,079
Investments:
Fixed income investments (schedule 1):
Face value investments 15,578,000 13,136,000
Pooled bond and equity investments (schedule 2):
Canadian bond funds 143,400,156 159,941,745
Canadian equity investments 118,856,127 71,890,316
Foreign equity investments 147,365,427 148,268,185
409,621,710 380,100,246
Total assets $ 426,111,287 $ 393,677,325
Liabilities
Accounts payable $ 634,062 $ 618,197
Net assets available for benefits 425,477,225 393,059,128
Actuarial value of pension obligation (note 5) 404,856,466 392,393,581
Excess of net assets available for benefits over
pension obligation $ 20,620,759 $ 665,547

See accompanying notes to financial statements.



THE WINNIPEG SCHOOL DIVISION

PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

(As constituted under By-law No. 1017)
Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2020, with comparative information for 2019

2020 2019
Additions:
Contributions:
School Division $ 7646649 $ 7,916,697
Employees - regular 6,802,793 7,043,325
Employees - buybacks 2,370 -
Reciprocal transfer 244,726 -
14,696,538 14,960,022
Income from investments:
Interest 715,428 658,318
Dividends 13,162,085 8,090,509
Current period change in fair value of investments 26,700,788 12,777,721
Gain on Disposal 1,398,272 34,438,277
56,673,111 70,924,847
Deductions:
Retirement pension payments 19,083,335 18,062,324
Termination benefit payments 3,409,957 1,233,324
Investment management fees 1,229,666 795,295
Administration fees 117,597 115,982
Audit fees 19,435 21,558
Actuarial fees 295,534 223,194
Fund management and administration fees (note 3) 99,490 179,280
24,255,014 20,630,957
Net addition 32,418,097 50,293,890
Net assets available for benefits, beginning of year 393,059,128 342,765,238
Net assets available for benefits, end of year $ 425,477,225 $ 393,059,128

See accompanying notes to financial statements.



THE WINNIPEG SCHOOL DIVISION

PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS
(As constituted under By-law No. 1017)
Statement of Changes in Pension Obligations

Year ended December 31, 2020, with comparative information for 2019

2020 2019
Actuarial value of pension obligations, beginning of year $ 392,393,581 $ 376,561,859
Benefits accrued 12,675,799 12,741,375
Benefits paid (22,493,292) (19,295,648)
Interest accrued on benefits 22,280,378 21,463,872
Effect of actual experience - 872,826
Effect of changes in actuarial assumptions - 49,297
Actuarial value of pension obligations, end of year $ 404,856,466 $ 392,393,581

See accompanying notes to financial statements.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements

Year ended December 31, 2020

1. Pension Fund description:

The Winnipeg School Division Pension Fund for Employees Other than Teachers (the “Fund”)
is a defined benefit pension plan for permanent full-time employees who have been employed
in the service of The Winnipeg School Division (the “Division”) for at least three consecutive
months and permanent part-time employees who have completed either two years of service
with the Division and have earned 25 percent of maximum Canada Pension Fund pensionable
earnings for two consecutive years or who have chosen to join the Fund on a voluntary basis
after three months of continuous employment. The Fund was created by By-law 196 of The
Winnipeg School Division (replaced by By-law 1017 on January 1, 1992) and is subject to the
applicable regulations.

The Fund is administered by a Pension Fund Committee consisting of Trustees of the Division,
union representatives and members of administration.

Employees eligible for The Winnipeg School Division Pension Fund for Employees Other Than
Teachers are required to contribute a percentage of earnings of 8.1% of their pensionable
salary and 9.5% of their excess pensionable salary. The following details the history of the
employee contributions over the last 10 years.

Year Pensionable salary Excess pensionable salary
2009 to 2011 7.00% 8.20%
2012 7.40% 8.70%
2013 7.80% 9.10%
2014 to 2020 8.10% 9.50%

The Division is required to contribute an amount each year equal to 127.4 percent of
employees’ required pension contributions.

2, Significant accounting policies:
(a) Basis of accounting:

These financial statements have been prepared in accordance with Canadian accounting
standards for pension plans. In selecting or changing accounting policies that do not relate
to its investment portfolio or pension obligations, the Fund has chosen to comply on a
consistent basis with Canadian accounting standards for private enterprises.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

2,

Significant accounting policies (continued):

These financial statements are prepared on a going concern basis and present the
aggregate financial position of the Fund as a separate financial reporting entity,
independent of the Division. Only the net assets of the Fund and obligations to the
members eligible to participate in the Fund have been included in these financial
statements. These financial statements do not portray the funding requirements of the Fund
or the benefit security of the individual plan members.

The financial statements of the Fund have been prepared to assist in meeting the
requirements of the Pension Commission of Manitoba.

(b) Investments:
(i) Fair value measurement:

Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction on the
measurement date.
The Fund measures fair value of investments using quoted prices in an active market.
The Fund used closing market prices as a practical expedient for fair value
measurement.
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
current period change in fair value of investments.
Fair values of investments are determined as follows:
Cash and short-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.

Fixed income and equity investments are valued at year end quoted closing prices.

Pooled fund investments are valued at their year end net asset value per unit as
reported by the managers of such funds.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

2,

Significant accounting policies (continued):

(c)

(e)

(ii) Income recognition:

Income from investments is recorded on an accrual basis. Dividend income is
recognized at the time a security trades on an ex-dividend basis. Interest income is
based on the number of days the investment is held during the period.

Financial instruments:
(i) Initial measurement:

Financial instruments are measured at fair value on origination or acquisition, adjusted
by, in the case of financial instruments that will not be subsequently measured at fair
value, financing fees and transaction costs. All other financing fees and transaction
costs are recognized in the statement of changes in net assets available for benefits in
the period incurred.

(i) Subsequent to initial recognition:

Investments are measured at fair value without any adjustment for transaction costs
that may be incurred on sale or other disposal. Changes in fair value are recognized in
the statement of changes in net assets available for benefits in the period incurred.
Other financial instruments are measured at amortized cost.

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 translation are included in unrealized foreign
exchange gain (loss).

Foreign currency denominated transactions are translated into Canadian dollars at the
rates of exchange in effect 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 application of accounting policies and the reported amounts of
assets and liabilities at the date of the statement of financial position and the reported
amounts during the year. Actual results could differ from those estimates.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

2,

Significant accounting policies (continued):
(f) Income taxes:

The Fund is a Registered Pension Trust as defined in the Income Tax Act and is not
subject to income taxes.

Related party transactions:

Fund investments are managed by the Sinking Fund Trustees of The Winnipeg School Division
and day to day administration of the Fund is performed by The Winnipeg School Division for a
fee of $99,490 (2019 - $179,280), being the exchange amount agreed to by the parties.

The Fund has accounts receivable of $5,664 (2019 - $14,780) due from other funds for
custodial and management fees as at December 31, 2020.

Financial instruments and risk management:

Despite the uncertainty as to the outcome and ultimate effects of the pandemic, the Plan has
fully maintained its valuation governance processes relying on its investment managers in
providing their best estimate of the impact that the COVID-19 pandemic has had on the
valuations of its investments as of the date of these financial statements. The Plan is
monitoring developments relating to COVID-19 and continuing to assess through the
performance reporting by the Plan’s investment manager the ongoing impact on the Plan’s
investments.

(a) Fair value measurement:

The fair value of investments is disclosed in schedules 1 and 2 and described in note 2(c).
The fair value of all other financial assets and liabilities approximates their carrying value
due to the short-term nature of these instruments.

Fair value measurements recognized in the statement of financial position are categorized
using a fair value hierarchy that reflects the significance of inputs used in determining the
fair values.

e Level 1 - unadjusted quoted prices in active markets for identical assets or liabilities;

e level 2 - inputs other than quoted prices included in Level 1 that are observable for the
asset or liability either directly or indirectly; and

e Level 3 - inputs for assets and liabilities that are not based on observable market data.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

4,

Financial instruments and risk management (continued):

Due to the COVID-19 pandemic, financial markets experienced exceptional volatility in
2020. The Plan’s exposure across all risk parameters including market, credit and liquidity
remained within all risk limits set out in the Plan’s Statement of Investment Policies and

Procedures.

The following is a summary of the Fund’s investments using the fair value hierarchy as at

December 31, 2020:

Quoted prices Significant

in active markets other Significant

for identical observable  unobservable

assets inputs inputs
As at December 31, 2020 (Level 1) (Level 2) (Level 3) Total
Foreign equities $ 146,026,001 $ - $ - $ 146,026,001
Canadian equities 82,037,934 - - 82,037,934
Bonds - 140,690,791 15,578,000 156,268,791
Cash and cash equivalents 840,396 - - 840,396
Real estate investments - - 24,448,249 24,448,249
Mortgages - - 15,578,339 15,578,339
$ 228,904,331 $ 140,690,791 $ 55,604,588 $ 425,199,710

Quoted prices Significant

in active markets other Significant

for identical observable  unobservable

assets inputs inputs
As at December 31, 2019 (Level 1) (Level 2) (Level 3) Total
Foreign equities $ 144,497,182 § - $ - $ 144,497,182
Canadian equities 74,242,489 - - 74,242,489
Bonds - 161,360,575 13,136,000 174,496,575
$ 218,739,671 $ 161,360,575 $ 13,136,000 $ 393,236,246

At December 31, 2020 and 2019, there were no transfers between Level 1, Level 2 and

Level 3.

(b) Market risk:

(i) Interest rate risk:

Interest rate risk refers to the adverse consequences of interest rate changes on the
Fund’s cash flows, financial position and income. This risk arises from differences in
the timing and amount of cash flows related to the Fund’s assets and liabilities.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

4,

Financial instruments and risk management (continued):

(ii)

The value of the Fund’s assets is affected by short-term changes in nominal interest
rates and equity markets. The Fund has invested approximately 37 percent (2019 - 44
percent) of its investments in fixed income securities as at December 31, 2020. To
properly manage the Fund'’s interest rate risk, appropriate guidelines on the weighting
and duration for bonds and other fixed income investments are set and monitored. The
Fund holds fixed income securities directly and in-directly through pooled funds.

An increase/decrease of 100 basis points in interest rates will impact fixed income
investments by an increase/decrease of $155,780 (2019 - $131,360).

Foreign currency risk:

Foreign currency exposure arises from the Fund holding investments denominated in
currencies other than the Canadian dollar. Fluctuations in the relative value of the
Canadian dollar against these foreign currencies can result in a positive or a negative
effect on the fair value of investments. The Fund and its investment managers have the
ability to utilize derivative instruments to mitigate foreign currency risk, subject to the
approval of the Fund’s Sinking Fund Committee. The Fund is exposed to fluctuations in
the U.S. dollar and European currencies, notably the Euro and British pound sterling.

The Fund’'s exposure to foreign currencies converted to Canadian dollars is shown
below:

Actual currency

As at December 31, 2020 exposure %
Canadian $ 261,159,385 61.42
U.S. dollar 98,608,639 23.19
Euro 20,617,857 4.85
Other currencies 18,776,390 4.42
Japenese yen 13,574,392 3.19
Pound sterling 12,463,047 2.93

$ 425,199,710 100.0

A 10 percent increase or decrease in global exchange rates would result in a change in
unrealized gains of $16,404,033 (2019 - $14,638,908).

(iii) Other price risk:

The Fund’s investments in equities are sensitive to market fluctuations.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

4,

Financial instruments and risk management (continued):

(c)

(d)

To properly manage the Fund’s other price risk, appropriate guidelines on asset
diversification to address specific security, geographic, sector and investment manager
risks are set and monitored. A decline of 10 percent in equity values will impact the
Fund’'s equity investments by an approximate loss of $26,622,155 (2019 -
$21,873,967).

Credit risk:

The Fund'’s fixed income investments are primarily in Canadian-issued instruments and are
diversified among federal, provincial, corporate and other issuers. There were no significant
concentrations of credit risk in the portfolio in either 2020 or 2019. The Fund’s foreign
investments in equities are well-diversified mainly among U.S. and EAFE economies.

Credit risk associated with contributions and other receivables is minimized due to their
nature. Contributions are collected from participating members through the payroll process.
No provision for doubtful contributions and other receivables has been recorded in either
2020 or 2019.

Liquidity risk:

Over $266 million (2019 - $218 million) of the Fund’s investments are in liquid securities
traded in public markets. These include all U.S. and global equities and the majority of
Canadian equities, which is approximately 63 percent (2019 - 56 percent) of the Fund
assets and is all exchange traded. The diversity of the Fund’s portfolio should ensure that
liquidity is available for benefit payments.

The remaining terms to contractual maturity of interest-bearing investments at
December 31 are as follows:

2020 2019
Less than one year $ 882,273 $ 5,498,990
One to five years 52,067,330 85,095,830
Five to ten years 65,528,371 28,985,252
After ten years 40,500,182 53,497,674

Total fair value

$ 158,978,156

$ 173,077,746




THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

5.

Pension obligations:

As at December 31, 2020, the actuarial value of pension obligations was $404,856,466 (2019 -
$392,393,581), based on an extrapolation of the full actuarial valuation from December 31,
2019. Since there is no intention of extinguishing the pension obligations in the near term, the
obligations are calculated by using the going concern actuarial basis. The actuarial cost method
was used by Ellement Consulting Group, the actuary, to determine the actuarial value of
pension obligations and the required current service contributions. The next actuarial valuation
of the Plan will be completed as at December 31, 2020.

Four significant long-term actuarial assumptions used in the valuation were:

(a) the liability discount rate was assumed to be 5.75 percent (2019 - 5.75 percent);
(b) the asset rate of return was assumed to be 6.10 percent (2019 - 6.10 percent);
(c) inflation rate was assumed to be 2.00 percent (2019 - 2.00 percent); and

(d) the salary escalation rate, including inflation, was assumed to be 2.50 percent (2019 - 2.50
percent), with an additional merit rate applied based on age of the member.

The actuarial valuation as at December 31, 2020, indicates a going concern deficiency of
$1,901,466 (2019 - $8,779,872), as well as a solvency deficiency of $180,968,604 (2019 -
$156,327,609). Both the going concern and the solvency unfunded liability is calculated utilizing
the average market value of assets for the last five fiscal years which resulted in a reduction of
$22,522,205 (2019 - $9,445,419) from the net assets available for benefits as disclosed in the
statement of financial position.

The assumptions used in determining the actuarial value of pension obligations are going
concern assumptions adopted by the Committee and were developed by reference to expected
long-term market conditions. As underlying conditions change over time, going concern
assumptions adopted by the Committee may also change, which could cause a material
change in the actuarial value of pension obligations.

The actuarial valuation is prepared in accordance with the recommendations of Canadian
accounting standards for pension plans and Canadian accounting standards for private
enterprises using a discount rate equivalent to the current yield on high-quality long term
corporate bond and other assumptions that represent management’s best estimate of future
events.



THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Notes to Financial Statements (continued)

Year ended December 31, 2020

5. Pension obligations (continued):

The solvency deficiency is based on the assumption that the pension plan being evaluated
ceases to operate on the date the valuation is being made and assesses whether or not the
pension plan’s assets are sufficient to provide for all the accrued benefits at the valuation date.
Should the plan’s solvency liabilities be greater than its assets, the solvency deficiency must be
funded over a five year period. Under Regulation 81/2010 of the Act, public sector pension
plans now have the option of electing to be exempt from the “solvency” and “transfer
deficiency” provisions of the Act. This means that solvency deficiencies as determined by the
pension plan’s solvency valuation would no longer need to be funded over the next five years.
The Fund has received the solvency exemption under the Regulation.



Schedule 1
THE WINNIPEG SCHOOL DIVISION
PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Fixed Income Investments

December 31, 2020, with comparative information for 2019

2020 2019
Effective Maturity Fair Fair
interest rate value value value
Face value investments:
Face value bonds:
Colgate-Palmolive principal
residuals:
October 4, 2030, 12.85% 12.73% $ 20,000,000 $ 15,578,000 $ 13,136,000
Total face value investments $ 20,000,000 $ 15,578,000 $ 13,136,000

Total fixed income investments $ 15,578,000 $ 13,136,000




THE WINNIPEG SCHOOL DIVISION

Schedule 2

PENSION FUND FOR EMPLOYEES OTHER THAN TEACHERS

Pooled Bond and Equity Investments

December 31, 2020 with comparative information for 2019

2020 2019
Number Fair Fair
of units value value
Canadian bond funds:
RPIA Select Opportunities 1,272,642 $ 17,717,102 $ 10,207,308
TD Short Term Bond Fund 920,601 9,454,570 38,475,366
TD Emerald Canadian Core Plus Bond 10,661,501 116,228,484 111,259,071
143,400,156 159,941,745
Canadian equity investments:
Leith Wheeler Canadian Equity 1,644,185 76,947,114 71,890,316
TD Greystone Mortgage Fund 1,213,454 16,799,665 -
TD Greystone Real Estate Fund Inc. 158,001 25,109,348 -
Total Canadian equity investments 118,856,127 71,890,316
Foreign equity investments:
MAWER EAFE 1,737,586 33,364,086 29,372,590
TD Emerald Pooled U.S. Fund 1,914,424 80,695,950 88,827,278
Burgundy EAFE Fund 832,731 33,305,391 30,068,317
Total foreign equity investments 147,365,427 148,268,185

Total pooled bond and equity investments

$ 409,621,710

$ 380,100,246






