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University of Winnipeg Pension Plan 
 

Report on Financial Statements 
 

Report of the Vice-President Finance & Administration 
 
 
During 2004, the University Pension Plan experienced growth in net assets, positive investment 
returns and increased benefits paid to retired members.  Notwithstanding, the last three years have 
been a difficult period for the Defined Benefit segment of the Pension Plan.  A combination of the 
continuing impact of the decline in investment markets in 2001-2002 and the fall in long-term interest 
rates (that led to an increase in Plan benefit obligations) have adversely affected the Plan’s funding 
status over this period. 
 
The audited financial statement at December 31, 2004 for the Pension Plan reports an increase in 
total net assets of $7.6 million to $115.8 million.  Contributions increased by $394,000 during 2004 to 
a combined $3.7 million for members and the University.  The University increased its contributions by 
½% to 7% based on the agreement with stakeholders referenced in Note 8 of the statements. 
 
Investment returns were positive during the year, as evidenced in the total of investment income, 
current period change in fair value of investments and net realized gains on sales of securities 
approaching $10.2 million.  Pension benefits paid to retired members increased to $4.4 million during 
the year.  Administrative expenses increased by $103,000 to $679,000, with the increase primarily 
attributable to investment managers fees on the defined benefit segment of the plan.  The increase in 
investment fees, that reflects the contractual arrangements with the three investment managers and 
higher levels of invested assets, is more than offset by the superior investment performance realized 
by the Plan’s investment managers during the year. 
 
The Summary of Investments confirms that the allocation of assets is substantially unchanged at the 
end of the year, with a slight reallocation of assets from global assets to Canadian balanced 
investment assets. 
 
The Plan’s Actuary prepared a valuation of the Pension Plan as at December 31, 2004.  The valuation 
reports a going-concern deficiency of $2.0 million and a solvency deficiency of $15.1 million.  Further, 
it confirms that the going-concern deficiency will increase by $1.1 million to $3.1 million after 
accounting for the soon to be proclaimed legislative amendments to the Pension Benefits Act. 
 
In respect to the solvency deficiency and related annual payments ($3.3 million per annum over 5 
years, as required under the Pension Benefits Act), the Provincial Government has made a regulatory 
change that provides the University with an opportunity to elect to defer solvency payments over the 
next three years until the date of the next valuation.  It is the University’s intention to make such an 
election that will allow time for the University and the Provincial Government to develop a satisfactory 
resolution to the Pension Plan’s funding situation. 
 
The Special Payments Exemption Regulation (No.75/2005) also requires that the going-concern 
valuation at December 31, 2004 be reported to the Pension Commission using market value for 
assets and requiring any deficiency in this valuation to be funded over no more than 10 years rather 
than the normal 15 years. On this basis, the going-concern deficiency at December 31, 2004 is 
$1,988,000 and the annual funding payments are $268,000. 
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However, on the advice of the Plan Actuary, the University has decided to administer the plan using a 
smoothing approach to asset value and to fund the resulting deficiency over 15 years. On that basis, 
the deficiency is $3,746,000 and the annual funding payments are $386,000. This smoothing 
approach as recommended by the Plan Actuary was approved by the University’s Board of Regents 
on May 30, 2005. The Special Payments Exemption Regulation specifically permits the University to 
make funding contributions in excess of the minimum provided. 
 
 
(Original signed by Stephen Willetts) 
 
Stephen A. Willetts, CPFA 
Vice-President (Finance & Administration) 
The University of Winnipeg 
 
June 17, 2005 
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THE UNIVERSITY OF WINNIPEG PENSION PLAN 
 

RESPONSIBILITY FOR FINANCIAL REPORTING 
 
 
 
 

The management of The University of Winnipeg is responsible for the preparation 
and presentation of the financial statements and accompanying notes.  The financial 
statements have been prepared in accordance with the accounting principles stated in the 
financial statements and approved by the Pension Committee. 
 
 As management is responsible for the integrity of the financial statements, 
management has established systems of internal control to provide reasonable assurance 
that assets are properly accounted for and safeguarded from loss. 
 
 In management's opinion, the financial statements have been properly prepared 
within reasonable limits of materiality, incorporating management's best judgement regarding 
all necessary estimates and all other data available at the time of preparing the financial 
statements. 
 
 
 
 
 
 
 
 
(Original signed by Stephen Willetts)   (Original signed by B. Douglas Prophet) 
_____________________________   ______________________________ 
 
Stephen Willetts, CPFA    B. Douglas Prophet, CA 
Vice-President (Finance & Administration)  Executive Director, Financial Services 
 
 
 
June 17, 2005 
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  STATEMENT I 
 

UNIVERSITY OF WINNIPEG PENSION PLAN 
Statement of Financial Position 
 
December 31, 2004, with comparative figures for 2003 
        
  2004 2003 
 

Assets 
 
Cash $ 572,883 $ 480,947 
 
Contributions receivable: 

Members 122,018 79,925 
University 147,953 160,485 

 
Investment income receivable 15,340 13,948 
 
Investments (schedule A) 115,136,985 107,611,573 
 
  $ 115,995,179 $ 108,346,878 
 

Liabilities and Net Assets 
 
Current liabilities: 

Accounts payable $ 174,334 $ 137,324 
 
Net assets 115,820,845 108,209,554 
 
Continuity of operations [note 2(a)(ii)] 
 
  $ 115,995,179 $ 108,346,878 
 

See accompanying notes to financial statements. 
 
On behalf of the Board of Regents: 
 
(Original signed by Carole Wylie Basarab) 
_____________________________  Director 
 
(Original signed by Lloyd Axworthy) 
_____________________________  President and Vice-Chancellor 
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  STATEMENT II 
 

UNIVERSITY OF WINNIPEG PENSION PLAN 
Statement of Changes in Net Assets 
 
Year ended December 31, 2004, with comparative figures for 2003 
 
  2004 2003 
 
Increase in assets: 

Contributions (note 6): 
Members $ 1,724,677 $ 1,587,306 
University 1,978,704 1,722,380 

Investment income 4,684,670 3,872,486 
Current period change in fair value of investments 3,182,664 26,032,451 
Net realized gain on sale of securities 2,291,240 –    
  13,861,955 33,214,623 

 
Decrease in assets: 

Net realized loss on sale of securities –    17,250,661 
Benefits paid to retired members 4,374,780 4,207,753 
Refunds and transfers to other plans 1,196,831 657,691 
 
Administrative expenses: 

Investment managers’ fees 417,749 342,142 
Actuarial fees 68,245 24,235 
Administrator’s fees   31,029 22,904 
Custodial fees 45,784 52,701 
Other expenses 116,246 133,978 
  679,053 575,960 
 

  6,250,664 22,692,065 
 
Net increase in assets 7,611,291 10,522,558 
 
Net assets, beginning of year 108,209,554 97,686,996 
 
Net assets, end of year $ 115,820,845 $ 108,209,554 
 

See accompanying notes to financial statements. 
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  SCHEDULE A 
 

UNIVERSITY OF WINNIPEG PENSION PLAN 
Summary of Investments   
 
Year ended December 31, 2004, with comparative figures for 2003 
 
   2004   2003  
    %   % 
  Fair value Cost Fair value Fair value Cost   Fair value 
    
Defined benefit: 

Fixed income   $ 46,405,202 $ 45,093,606 44.56   $ 42,016,193 $ 41,457,380 42.66 
Canadian equities 33,821,670 25,521,470 32.47 28,224,266 21,726,616 28.65 
U.S. equities 9,524,415 7,246,469 9.14 11,704,169 9,344,034 11.88 
International equities 13,261,267 10,089,581 12.73 14,597,334 11,653,795 14.82 
Short-term 1,142,789 1,116,618 1.10 1,963,450 1,931,011 1.99 
  104,155,343 89,067,744 100.00 98,505,412 86,112,836       100.00 

 
Defined contribution 10,981,642 10,031,636 100.00 9,106,161 8,748,727 100.00 
 
Total investments $ 115,136,985 $ 99,099,380 100.00 $ 107,611,573 $ 94,861,563 100.00 
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  SCHEDULE B 
 

UNIVERSITY OF WINNIPEG PENSION PLAN 
Segmented Changes in Net Assets   
 
Year ended December 31, 2004 
 
  Defined Defined  
   benefit contribution Total 
 
Increase in assets: 

Contributions 
Members $ 1,005,567 $ 719,110 $ 1,724,677 
University 1,255,207 723,497 1,978,704 

Investment income 4,428,005 256,665 4,684,670 
Current period change in fair value 

of investments 2,677,918 504,746 3,182,664 
Net realized gain on sale of securities 2,203,415 87,825 2,291,240 
  11,570,112 2,291,843 13,861,955 

 
Decrease in assets: 

Benefits paid to retired members 4,374,780 –    4,374,780 
Refunds and transfers to other plans 853,973 342,858 1,196,831 
Administrative expenses: 

Investment managers’ fees   417,749 –    417,749 
Actuarial fees   68,245 –    68,245 
Administrator’s fees   31,029 –    31,029 
Custodial fees    45,784 –    45,784 
Other expenses   101,496 14,750 116,246 
  664,303 14,750 679,053 

 
  5,893,056 357,608 6,250,664 

 
Net increase in assets 5,677,056 1,934,235 7,611,291 
 
Net assets, beginning of year 99,095,001 9,114,553 108,209,554 
 
Net assets, end of year $ 104,772,057 $ 11,048,788 $ 115,820,845 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements 
 
Year ended December 31, 2004 
 
 

1. Description of the pension plan: 

The following description of the University of Winnipeg Pension Plan (the Plan) is a summary 
only. For more complete information, reference should be made to the Plan Agreement. 

The Plan was established as a contributory defined benefit pension plan at September 1, 1972, 
at which time the funds were invested with an insurance company. In 1977, the funds were 
transferred to a trust fund and professional investment counselors were retained. The Plan is 
registered under the Income Tax Act and the Manitoba Pension Benefits Act (Registration 
#309914). A pension committee oversees the administration of the Plan, monitors the 
investments with the assistance and advice of the investment committee, and makes policy 
recommendations to the Board of Regents of the University. 

The Plan covers all eligible employees of the University of Winnipeg, except those who are 
members of the United Church of Canada Pension Plan. Permanent academic employees join 
the Plan on their date of employment. Permanent non-academic employees may elect to join 
the Plan on their date of employment and must join by the first anniversary date of their 
employment. Under the Plan, contributions are made by plan members and by the University 
(note 6). A member who receives benefits from the long-term disability plan of the University is 
not required to contribute to the Plan. 

The annual pension payable to a defined benefit member on retirement is based on the 
member’s final average earnings and years of credited service. 

Plan members at December 31, 2000, were given the option to remain in the defined benefit 
segment of the Pension Plan or convert their accrued benefits to the newly formed defined 
contribution segment of the Plan. Subsequently, all new employees hired are required to 
become members of the Defined Contribution Plan. 

In 2000 and 2001, the Plan was amended to distribute surplus to Plan members and to provide 
a contribution holiday to the University arising from its share of the surplus. There was an initial 
surplus distribution and subsequently, certain amendments were made that changed the 
implementation of the 2000 and 2001 amendments as set out in note 8. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

2. Significant accounting policies: 

(a) (i) Basis of presentation: 

These financial statements are prepared on the going concern basis and present the 
aggregate financial position of the Plan as a separate financial reporting entity. They are 
prepared to assist Plan members and others in reviewing the activities of the Plan for 
the fiscal period but they do not portray the funding requirements of the Plan or the 
security of benefits of individual Plan members. 

The annual financial statements of the Plan are prepared in accordance with Canadian 
generally accepted accounting principles. 

 (ii) Continuity of operations: 

The financial statements do not take into account actuarial valuations and therefore do 
not reflect the financial position of the Plan on an actuarial valuation basis as referred to 
in note 5(a). In accordance with the Pension Benefits Act, an actuarial valuation is 
required at least every three years. An actuarial valuation of the University of Winnipeg 
Pension Plan was completed as at December 31, 2004. 

The actuarial valuation at December 31, 2004 confirms that the defined benefit segment 
of the Pension Plan has a solvency deficiency of $15,140,000. 

The University would normally be required under the Pension Benefits Act to make 
additional annual payments of $3,435,000 over a five year period to retire the solvency 
deficiency. However, the Provincial Government has provided the University with an 
amnesty in respect of these payments. Under this amnesty, the Government has, by 
Order in Council (No.192/2005), made a regulatory change (Regulation 75/2005 under 
the Pension Benefits Act) that enables the University to elect to defer the annual 
solvency payments over the next three years, thus providing time for the Government 
and the University to recommend a resolution to the solvency issue. It is expected that 
the University will make such an election pursuant to the Order in Council. 

The Special Payments Exemption Regulation (the Regulation) also requires that the 
going-concern valuation at December 31, 2004 be reported to the Pension Commission 
using market value for assets and requiring any deficiency in this valuation to be funded 
over no more than 10 years rather than the normal 15 years. On this basis, the going-
concern deficiency at December 31, 2004 is $1,988,000 and the annual funding 
payments are $268,000. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

2. Significant accounting policies (continued): 

However, on the advice of the Plan Actuary, the University has decided to administer 
the plan using a smoothing approach to asset value and to fund the resulting deficiency 
over 15 years. On that basis, the deficiency is $3,746,000 and the annual funding 
payments are $386,000. This smoothing approach as recommended by the Plan 
Actuary was approved by the University’s Board of Regents on May 30, 2005. The 
Regulation specifically permits the University to make funding contributions in excess of 
the minimum provided. 

Because of the going-concern deficiency, the University is also required to make 
additional contributions of $166,000 in 2005, $178,000 in 2006 and $187,000 in 2007 to 
cover the current service shortfall. 

As referred to in note 8, the University has already agreed with stakeholders to make an 
additional contribution of $600,000 in 2005. This will be used to cover the going-concern 
deficiency payment and the current service shortfall for 2005, with the balance being 
used to partially offset the payments in 2006. 

During 2005, amendments were made to the Pension Benefits Act which will affect the 
benefits payable from the Plan. These amendments have yet to be proclaimed and the 
corresponding regulations have yet to be published but, based on a preliminary 
interpretation, the Plan’s Actuary estimates that these changes will add approximately 
$1,100,000 to the actuarial present value of accrued benefits at December 31, 2004 and 
would increase the annual funding payments to approximately $500,000. 

(b) Investments: 

Investments are stated at fair value. In determining fair values, adjustments have not been 
made for transaction costs as they are not considered to be significant. The change in the 
difference between the fair value and cost of investments at the beginning and end of each 
year is reflected in the statement of changes in net assets as the current period change in 
fair value of investments. 

Fair values of investments are determined as follows: 

Bonds and equities are valued at year end quoted market prices where available. Where 
quoted prices are not available, estimated fair values are determined 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. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

2. Significant accounting policies (continued): 

(c) Net realized gain (loss) on sales of investments: 

The net realized gain (loss) on sales of investments is the difference between proceeds 
received and the average cost of investments sold. 

(d) Investment income: 

Investment income, which is recorded on the accrual basis, includes interest income and 
dividends. 

(e) Foreign currency translation: 

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

Foreign currency denominated transactions, as well as cost amounts included in schedule B 
to the financial statements are translated into Canadian dollars at the rates of exchange in 
effect on the dates of the related transactions. 

(f) 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 revenues and expenses during the year. 
Actual results could differ from those estimates. 

3. Risk management: 

Defined benefit: 

Fair values of investments and therefore the Plan’s financial position are exposed in the future 
to interest rate, inflation, market valuation, credit and currency risks. The definition of these risks 
follows: 

(a) Interest rate risk refers to the impact of interest rate changes on the Plan’s financial position, 
investment income and cash flows. 

(b) Inflation risk is the impact of rising prices on the Plan’s assets values, changes in actuarial 
assumptions, and the Plan’s ability to meet its CPI related changes to paid benefits. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

3. Risk management (continued): 

(c) Market valuation risk is the adverse effects that may be caused by fluctuation in the market 
value of Plan assets resulting in a change in their value. 

(d) Credit risk is the risk of loss from the failure of a counter-party to discharge their contractual 
obligations. 

(e) Currency risk relates to the possibility that foreign currency-denominated investments will 
change in value due to future fluctuations in foreign exchange rates relative to the Canadian 
dollar value of the Plan’s pension obligations. 

The Board of Regents places limits on these risks by establishing, through the advice of the 
Pension and Investment Committees, an approved investment policy called “Statement of 
Investment Policies and Guidelines” that provides for risk mitigation. The investment policy is 
provided to the external investment managers and provides them with policy guidelines for 
investing the Pension Plan assets, including asset allocation policy and benchmarks, type of 
investments, quality and credit ratings for securities. 

4. Summary of investments: 

The summary of investments (schedule A) represents the total investments of the defined 
benefit segment and defined contribution segment of the Pension Plan held by the custodians. 
In respect to the defined benefit segment of the Pension Plan, an external investment manager 
invests the Plan assets pursuant to the Statement of Investment Policy. The members of the 
defined contribution plan select their own investments and have the right to allocate their 
pension assets to investment funds that are offered by the custodian for the defined contribution 
component of the Pension Plan. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

5. Obligation for pension benefits: 

(a) Defined benefit obligation: 

The actuarial present value of accrued pension benefits under the defined benefit 
component was determined using the projected unit credit actuarial method and using 
assumptions recommended by the actuary and approved by the Board of Regents of the 
University. An actuarial valuation of the Plan was prepared, effective December 31, 2004 by 
Eckler Partners Ltd., a firm of consulting actuaries. 

 
  2004 2003 
  (In thousands) 
Actuarial present value of accrued pension 

benefits, beginning of year $ 100,723 $ 94,992 
Interest accrued on benefits  6,518  6,153 
Benefit improvements 232 593 
Benefits accrued 2,374 2,242 
Benefits paid (5,229) (4,438) 
Change in assumptions 2,153 –    
Actuarial loss  30  1,181 

 
Actuarial present value of accrued pension 

benefits, end of year $ 106,801 $ 100,723 
 

The benefit improvements in 2004 was an increase in pensions in payment, effective July 1, 
2005, of 1.10 percent, being the excess of the rate of return on the fund in 2004, based on 
actuarial asset values, over 6 percent, as provided in the Pension Plan.  

The benefit improvement in 2003 was an increase in pensions in payment of 2.01 percent, 
effective July 1, 2004. 

The actuarial loss for 2004 is the difference between the value of accrued pension benefits 
determined by the valuation at December 31, 2004 and the amount extrapolated from the 
previous year. 

The actuarial loss for 2003 is as a result of: 

(i) the interest rate credited to member contribution accounts of 12.42 percent being 
greater than the 7 percent assumed in the valuation, 

(ii) a modification in the method of applying the Plan’s maximum pension provisions and, 

(iii) pensioner mortality experience. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

5. Obligation for pension benefits (continued): 

The actuarial value of net assets available for benefits for 2003 and 2004 uses market 
value. 

 
  2004 2003 
  (In thousands) 
 
Market value of net assets $ 104,813 $ 99,095 
 
 

The assumptions used in determining the actuarial value of accrued benefits in the valuation 
at December 31, 2001 and the extrapolation to December 31, 2004 were developed by 
reference to expected long-term market conditions. Significant actuarial assumptions used 
in the valuation were: 
 
 
Rate of return on investments - pre-retirement 7% 
 - post-retirement 6% 
Rate of salary increase - 2002 2% 
 - thereafter 5% 
 
 

The assumptions used in determining the actuarial value of accrued benefits in the valuation 
at December 31, 2004 were developed by reference to expected long-term market 
conditions. Significant actuarial assumptions used in the valuation were: 

 
 
Rate of return on investments - pre-retirement 6.5% 
 - post-retirement 6% 
Rate of salary increase - 2005 2.5% 
 - 2006 3% 
 - thereafter 4% 
 
 

(b) Defined contribution obligation: 

The obligation for pension benefits under the defined contribution component will always be 
equal to the net assets in each Member’s account. Therefore, no surplus or deficiency 
arises from fluctuations in the investment market. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

5. Obligation for pension benefits (continued): 

The following summarized the changes in the defined contribution component of the 
Pension Plan: 

 
  2004 2003 
  (In thousands) 
 
Balance, beginning of year $ 9,115 $ 7,338 
Contributions 1,443 1,201 
Benefit payments (343) (443) 
Net investment return 834 1,019 
 
Balance, end of year $ 11,049 $ 9,115 
 

6. Funding policy: 

Effective April 1, 2004, the University’s contribution increased from 6.5 percent to 7.0 percent of 
pensionable salary less an adjustment for the Canada Pension Plan. For Members receiving 
long-term disability benefits, the University pays the employee contributions as well as its own 
contributions. In addition, the University is responsible for any additional contributions required 
under the Pension Benefits Act. 

7. Related party transactions: 

The University of Winnipeg charges benefit administration costs to the Plan. The charge for 
2004 was $53,075 (2003 - $48,011). Other administration services including accounting and 
secretarial services are provided by the University of Winnipeg at no charge to the Pension 
Plan. 

8. Agreement between the University and pension plan stakeholders: 

In April 2003, the University and all Pension Plan stakeholders of the defined benefit segment of 
the Plan agreed to amend the provisions of Plan Amendment 2001/1, that was approved in the 
Board of Regents resolution of December 4, 2000. 

In 2003 and 2004, provisions of the agreement that have been implemented include: 

(a) All stakeholders and the University (Plan Sponsor) to forego any further implementation of 
the Board of Regents’ resolution of December 4, 2000 amendment to the Pension Plan. 

(b) Elimination of the contribution credit balance and the cessation of any further distribution of 
surplus arising from the original agreement. 
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UNIVERSITY OF WINNIPEG PENSION PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2004 
 
 

8. Agreement between the University and pension plan stakeholders (continued): 

(c) The sections of Plan Amendment 2001/1 that were implemented remain unchanged. This 
includes pension contribution holidays taken, partial distribution of surplus to employees 
remaining in the defined benefit segment of the Plan, creation of a defined contribution 
segment of the Plan and the related transfer of full surplus share to those Members who 
elected to move from the defined benefit to the defined contribution segment of the Plan. 

(d) Required University contributions to the defined benefit segment of the Plan were modified 
as follows: 

(i) The University pays both employee and University required contributions in respect of 
defined benefit Members who are in receipt of long-term disability benefits, effective 
April 1, 2003. 

(ii) The University’s required contributions for defined benefit members were increased to 
6.5 percent of pensionable salary less 1.8 percent of Canada Pension Plan contributory 
earnings effective April 1, 2003, and to 7 percent less 1.8 percent of Canada Pension 
Plan contributory earnings effective April 1, 2004. 

(e) The University made a special payment of $638,000 in April 2003 direct to pensioners and 
active members of the defined benefit segment of the Plan as part of the final agreement. 

The provisions of the agreement that remain outstanding are: 

(a) Establishment of a Board of Trustees to oversee administration of the Pension Plan, subject 
to the filing of a Plan amendment and its approval by the Manitoba Pension Commission. 

(b) The University will make an additional contribution of $600,000 into the defined benefit 
segment of the Pension Plan by no later than July 2005 or as soon thereafter as regulatory 
approval is secured. 

The University filed the Plan Amendment with the Manitoba Pension Commission that 
implements the above Agreement in 2004. 




