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A New Chapter



This annual report summarizes how the CSS Pension Plan fared during 2016, and gives you information about the people who oversee and manage your Plan. To support cost effectiveness 

and environmental sustainability, this publication is distributed primarily as an electronic document through the CSS Pension Plan website at www.csspen.com. Questions can be addressed 

to the CSS Pension Plan (please see the back cover for our contact information).

It is good to have an end to journey 

toward, but it is the journey that 

matters in the end.

“
“

~ Ursula Le Guin
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Board’s report

On behalf of the Board, I am 
pleased to present the 2016 
annual report of the Co-

operative Superannuation Society (CSS) 
Pension Plan.

2016 was a year of significant change at 
the CSS Pension Plan: 

•	 a new website was launched, 
including an automated process to 
obtain member access credentials; 

•	 the Plan’s record keeping 
system was moved to a hosted 
environment, operating within a 
secure data centre; and,

•	 we welcomed a new Executive 
Director for the Plan.

The environment in which the Plan 
operates continues to change rapidly. 
Within the past 12 months, the Plan 
welcomed a large credit union employer 
in Alberta. Amendments were made to 
the Society’s bylaws to accommodate 
federal credit unions, while forms and 
processes were developed to permit 
members governed by federal pension 
legislation to receive Variable Benefits.  

Although equity markets produced 
solid returns in 2016, fixed income 

markets gave back most of their gains 
late in the year as markets reacted to the 
U.S. election and the U.S. Fed increased 
rates again in December. On the upside, 
lower bond prices correspond with 
higher bond yields, which produced 
a slight improvement for members 
starting pensions as the year drew to a 
close. 

Investment returns are expected 
to continue at lower levels into the 
future. The impact of lower returns 
on projected retirement income levels 
was studied and reported to members 
in 2015. Contributing members who 
do not wish to delay retirement are 
encouraged to consider making 
additional voluntary contributions.  

The Board also met quarterly to 
receive management’s reports and 
consider their recommendations. 
These included reports relating to the 
Plan’s investments, enterprise risk 
management program and expense 
budget. The management expense 
ratio, or MER, on the Balanced Fund 
fell slightly in 2016, as investment 
expenses declined due to revised fee 
arrangements. These lower investment 
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fees were partially offset by continued 
increases in our administrative 
expenses as we added staff and 
technology to better serve members.  

In the governance area, Randy Boyer 
and Celeste Labrecque left the Board in 
September and November respectively 
as they retired. We would like to thank 
Randy and Celeste for their service.  
The Plan could not succeed without 
the efforts of delegates and directors 
like Randy and Celeste, who offer their 
leadership, experience and skill in the 
service of Plan members.  

In November, the Board welcomed 
Shannan Corey, Director of Total 
Rewards at Federated Co-operatives 
Limited, as an employer director. 
Shannan was appointed under the 
bylaws to fill the vacancy created 
by Randy’s departure until the 2017 
annual meeting, while the balance of 
Celeste’s term will be filled through 
the usual elections process at the 2017 
annual meeting. In the delegates’ area, 
a delegate election was held in the 
Alberta/B.C./North and Manitoba/East 
regions in 2016. 

In 2016 the Board’s regular director 
training program continued. The May 
session covered the identification, 
hiring and termination of external 
investment managers. The November 
session covered developing trends in the 
design and administration of defined 
contribution pension plans outside 
Canada. A separate, mid-year session 
was provided by the CSS Investment 
Manager on the proper selection and 
use of investment benchmarks.

In early October, delegates attended our 
third-annual delegate webinar. This 
electronic learning session complements 
the annual delegate seminar held the 

evening before the annual meeting 
in April. This year, the webinar was 
followed by a special meeting of the 
delegates at which the Society’s bylaws 
were amended to permit Concentra 
Financial, now Concentra Bank, 
to retain its CSS membership after 
restructuring.

Finally, at the end of September, 
the Board announced that Martin 
McInnis would be joining the Plan at 
yearend as its first Executive Director. 
In November, December and into 
January, Martin travelled to meet 
with stakeholders and regulators, 
accompanied by retiring General 
Manager, Bill Turnbull. The Board looks 
forward to working with Martin and 
wishes to express appreciation to Bill for 
his assistance with the transition.

In closing, I would like to thank CSS 
directors, our management team, the 
Plan’s staff, consultants and advisors 
for their combined efforts to deliver on 
the strategic direction set by the Board.  
Together, we are committed to the 
Plan’s mission, vision and values and 
are focused on continuing to provide 
excellent service to members.

Al Meyer, President 
Co-operative Superannuation Society
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Executive Director’s
report

On behalf of the staff and 
management of the Co-
operative Superannuation 

Society (CSS) Pension Plan, it is my 
privilege to bring you my first Executive 
Director’s report. I am very honoured 
to have been selected by your Board 
of Directors to succeed Bill Turnbull 
in leading CSS, and I look forward to 
growing our pension plan and serving 
our members and stakeholders over the 
coming years.   

AS ONE CHAPTER CLOSES…

As you read this, you will likely have 
already reviewed your CSS annual 
statement and will know that the Plan 
had another successful year. While 
there continues to be no shortage of 
global economic and political events 
contributing to volatility in the markets, 
and we remain in a “lower for longer” 
interest rate environment, we are 
very pleased to report that our Plan’s 
investment strategies generated healthy 
returns for our members in 2016.

Besides strong investment returns, we 
advanced several other key initiatives 
to better serve members. Surveys 

completed in 2015 by our employee and 
employer members identified several 
opportunities to strengthen our value 
proposition, including: enhancing 
our website and making it easier to 
view Plan information on mobile 
devices; increasing the availability 
and accessibility of Plan information, 
member workshops and educational 
resources; and, enhanced access to CSS 
staff to assist with member retirement 
planning. In 2016, we had significant 
deliverables in these areas.

We launched our new website in late 
2016. The site is built on a modern 
technology platform and we look forward 
to leveraging the investment in this new 
platform to bring further enhancements 
to employee and employer members in 
the coming months and years. Thank you 
to all members who provided feedback on 
the new site.    

We made significant progress in 
modernizing and streamlining Plan 
forms and member communications.  
We will be doing more on this 
front in 2017, and we foresee these 
initiatives having positive effects on 
members’ access to Plan information 
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and improving members’ ability to 
conveniently interact with CSS, all the 
while making us more efficient and 
reducing our paper footprint.  

The last 2016 initiative to highlight is the 
expansion of our retirement planning 
services. Members now have access to a 
larger member services team, known as 
Pension Plan Consultants, and a greater 
variety and frequency of retirement 
planning services and tools. One example 
members may have already noticed is an 
enhanced offering of Retirement Income 
Options (RIO) workshops by our Pension 
Plan Consultants.

...AnOther ChApter Opens

There are several significant regulatory, 
demographic and economic trends that 
have our attention. To name a few:

•	 employers continue to close or 
freeze their defined benefit pension 
plans, replacing them with defined 
contribution (DC) plans;

•	 regulators are increasingly 
examining DC pension plans to 
determine whether more regulation 
is required;

•	 people are generally living longer.  
Technological advances in health 
sciences seem to indicate that this 
trend will continue;

•	 merger and amalgamation activity 
continues in the co-operative and 
credit union sectors;

•	 newer generations of workers have 
different career paths than previous 
generations; and,

•	 there is much discussion at 
government and industry levels 
about the merits of raising the 
retirement age in Canada. 

Each of these issues presents 
uncertainty and risk, but also 
opportunity. CSS has a tremendous 
track record of providing co-operative 
employers in Canada with pension 
and retirement solutions for their 
employees. We hear from employees 
daily how proud they are of the Plan 
and its importance to their wellbeing in 
retirement. We are looking forward to 
making more co-operative employers 
aware of our Plan and how it could be 
an effective tool in their endeavours to 
attract talent to their organizations.

As I close my inaugural report, I’d like 
to specifically thank Bill Turnbull, 
as I’ve inherited a very well-run 
organization and an exceptional team, 
and Bill has been a great resource as 
I’ve settled into my role. I’d also like to 
extend thanks to our industry partners, 
stakeholders, service providers, and 
member delegates and directors, both 
for their service to our members in 
2016 and for their encouragement and 
assistance as I’ve transitioned into my 
new role. It’s an exciting time to be part 
of your CSS team and I am looking 
forward to growing our Plan and 
continuing to deliver a lifetime of value 
to Plan members.

Martin McInnis 
Executive Director 
CSS Pension Plan
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2016 Highlights

Investment hIghlIghts

tOtAl Assets

$4.3B

Balanced Fund

Money Market Fund

Equity Fund

Bond Fund

Pension Fund

$3.3B

$130M

$74M

$41M

$678M

fund mers*

Balanced Fund 0.31%

Bond Fund 0.19%

Equity Fund 0.36%

Money Market 
Fund

0.14%

*An MER, or management expense ratio, is a 

measure of the investment and operating costs 

needed to offer the investment funds.

fund rAtes Of return

Balanced Fund 8.52%

AverAge bAlAnCed fund 
return sInCe 1948

Members who do not want to set and monitor 

their own asset mix are automatically invested 

into the Balanced Fund. The Balanced Fund is the 

CSS Pension Plan’s original investment option.

8.07%

0.00%

3.00%

6.00%

9.00%

12.00%

15.00%
Equity Fund

Balanced Fund

Bond Fund

Money Market Fund

13.47%

8.52%

1.44%
0.83%
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These highlights tell the story of our year at the CSS Pension Plan. For more than 77 years, we’ve held the moral of 

helping co-operative and credit union employees plan for and fund their retirements, while providing an important 

attraction and retention tool for co-operative and credit union employers.

membershIp hIghlIghts

46,029

tOtAl emplOyee membershIp

Active members

Retirees

Inactive members

21,551

7,180

17,298

tOtAl emplOyer membershIp

354

Credit unions
90

Co-ops
264

59%41%

retIrement InCOmes stArted
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CSS VB payments

CSS monthly pension

PRRIF

LIF

RRIF

RPP

Life annuity

New VB payments

Total funds - $95,695,959 
Average funds - $334,601

Total funds - $36,061,362 
Average funds - $161,710

New monthly pensions

BC 
Co-ops - 16 

CUs - 3

AB 
Co-ops - 51 

CUs - 9

NT & NU 
Co-ops - 19 

CUs - 0

SK 
Co-ops - 122 

CUs - 47

MB 
Co-ops - 48 

CUs - 30

ON 
Co-ops - 8 

CUs - 0

NS 
Co-ops - 0 

CUs - 1

47%

37%

16%

75%

25%
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Advocates from Regina’s Consumers’ Co-operative Refinery Ltd. banded together to create a pension plan built on the 
values of fairness and integrity. A plan that gave its members a voice. 

Today, over 350 co-operative and credit unions across Canada are continuing the tradition as members of the Co-
operative Superannuation Society (CSS) Pension Plan. The CSS Pension Plan now holds over $4.3B on behalf of over 
40,000 members, making us the second-largest defined contribution plan in Canada.

Although we’ve grown, our vision hasn’t changed. We’re still here to offer our members a high-quality, affordable 
investment plan within a non-profit pension society.

It all started 77 years ago with one employer’s vision - to support 

co-operative employees both during and after their working years.

our story

mIssIOn vIsIOn vAlues
To provide competitive, value-
added retirement products and 

services through a democratically 
controlled organization for the 

benefit of members.

To be the preferred pension plan 
for Canadian co-operatives and 

their employees.

Our core values support 
member focus in Plan decision 

making: Service, fairness, 
integrity, accountability and 

transparency. 

The Consumers’ Co-operative Refinery in Regina, circa 1950. Image courtesy of 
the Centre for the Study of Co-operatives, University of Saskatchewan.



CAST OF CHARACTERS

Martin McInnis 
Executive Director

Joanne Anderson 
Office Administrator

Coleen Berge 
Pension Plan 
Consultant

Whitney Bueckert 
Programmer Analyst

Sharon Derksen 
Office Administrator

Sandra Ellis 
Office Administrator

Brent Godson 
Investment Manager

Alex Hoffman 
Programmer Analyst

David Kapeluck 
Member Services 
Manager

Lori Kurmey 
Office Administrator

Fiona May 
Pension Plan 
Consultant

Kirby McInnis 
ICT Manager

Rob Peddle 
Programmer Analyst

Nicole Quintal 
Communications 
Manager

Gayle Richmond 
Administrative Team 
Lead

Rhonda Rodh 
Pension Plan 
Consultant

Darlene Dudiak 
Part-time Office 
Administrator

Joel Sawatsky 
Accounting/Investment 
Officer
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Management discussion
& analysis

The net assets held by the Plan’s four investment funds increased 
by $240M in 2016.

Growing the assets of the Plan improves the retirement 
outcomes for our members and provides scale for 
additional efficiencies.

Investment fund assets

$3.6B

Pensions Fund assets

$678M

net Assets

Asset grOwth
Investment funds

4.0

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0.0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Effectively managing expenses means better results for 
our members.

Investing - no matter with a pension plan or financial 
institution - includes costs for investment management 
and operating expenses to offer the investment funds. 
The management expense ratio (MER) is the combined 
total of these costs, expressed as a percentage of the 
fund’s average assets for the year.

The returns you earn as an investor reflect the 
performance of the fund after the MER is deducted. We 
are able to leverage our size, and the absence of a sales 
force and distribution costs, to produce MERs which 
are a fraction of mutual funds. Over the long term, even 
small differences in the MER can result in big differences 
in the amount of funds available at retirement.

expenses / mers

Balanced Fund 0.31%
Bond Fund 0.19%
Equity Fund 0.36%
Money Market 
Fund

0.14%
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)
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Although the first chapter of 2016 began with a volatile start, markets rallied later in the year in the wake of an 

improved global outlook. The Plan’s Balanced Fund (our default investment fund) posted a return of 8.52%. 

Throughout the year, we also saw increased member engagement with our Retirement Income Options (RIO) 

workshops and new electronic information platforms, including a brand new website.

Investment OvervIew

We aim to construct prudent portfolios with risk/return 
characteristics suitable for growing retirement savings 
over the long term. 

Our investment strategy considers the unique 
demographic characteristics and liquidity requirements 
of our membership. We offer four investment funds, each 
designed to serve the needs of members with varying 
financial goals and risk tolerances.

Through asset-class diversification, professional 
management, automatic rebalancing and low cost, 
the Balanced Fund – our default investment fund – is 
designed to provide a moderate risk/return profile 
suitable for the typical retirement saver; however, 
members can also choose to tailor their investments to 
their individual needs by investing in all or any of the 
Balanced Fund, Bond Fund, Equity Fund or Money 
Market Fund.

We employ both active and passive investing strategies, 
because some capital markets are more efficient than 
others. Where opportunities exist, we try to add to 
market returns through active management.

To increase diversification and the availability of 
investment opportunities, the Plan holds foreign 
investments. These foreign investments are exposed to 
gains and losses caused by currency movements. While 
we believe that currency exposure can provide additional 
diversification benefits, we manage the volatility that can 
result through a dynamic currency hedging strategy.

glObAl dIversIfICAtIOn

You can choose to invest in one or any combination 
of the Balanced Fund, Bond Fund, Equity Fund or 
Money Market Fund to create an investment portfolio 
suited to your individual needs and risk tolerance.

Balanced Fund

Bond Fund Equity Fund

Money Market 
Fund

Real estate

Mortgages

Canadian bonds

Canadian equities 
U.S. equities 

International equities 
EM equities 
FX hedging

Short-term 
investments

Investment OptIOns

Canadian Natural 
Resources

Banco 
Santander

Ryanair

Baidu

Container 
Group India

Dexus Property 
Group

Naspers Limited

BM&F 
Bovespa

Apple

Boston 
Scientific

+

Swatch
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The two most powerful warriors are 

patience and time.

“ “

~ Leo Tolstoy

After a rocky start to the year, equity markets rallied with an improved global economic outlook. The Canadian stock 

market registered strong returns as oil and commodities rallied. The S&P TSX Index increased 21.08% on the year. 

U.S. and international equities posted more modest gains, with the S&P 500 Index and the MSCI EAFE Index returning 

11.96% and 5.88% respectively. Emerging markets also had a positive double-digit return. The MSCI EM Index was up 

10.11% in 2016.

mArket OvervIew

Stocks

Bonds, reacting to the same economic and market sentiment as equities, saw gains early in the year as yields 

declined; however, much of these gains were erased in the second half of the year when an improved economic 

outlook together with inflation fears drove yields higher. The FTSE TMX Universe Bond Index gained 1.66% on the 

year. Short-term rates remained low as the Bank of Canada held overnight rates at 0.50% throughout the year. 

Bonds

After seeing the Canadian dollar decline relative to the U.S. dollar by almost 17% in 2015, investors saw a reversal of the 

downward trend in 2016. The Canadian dollar climbed over 3% versus the U.S. dollar. When the loonie experiences gains 

relative to other foreign currencies, the value of our foreign assets declines and currency losses are incurred.  

Currency



INVESTMENT FUND PERFORMANCE

Balanced Fund

The Balanced Fund is the Plan’s default fund. The fund is currently in transition 
from 60% equities (stocks) and 40% fixed income (bonds) to a target allocation 
of 55% equities, 35% fixed income and 10% real estate. The risk/return profile is 
expected to produce moderate long-term growth with occasional short-term losses.

The Bond Fund consists mostly of Canadian bonds, as the name suggests. It is 
managed by two managers - one who employs an active management strategy, and 
the other, a passive strategy. The fund is expected to produce lower average returns 
than the Balanced Fund over the long term with less risk of short-term losses.

Bond Fund

ANNUAL RATE OF RETURN

1 YEAR 4 YEARS

Actual 8.52% 9.21%

Objective: exceed benchmark return 6.89% 8.59%

Value added 1.63% 0.62%

ASSET MIX

Canadian Bonds Canadian Equities
U.S. Equities Emerging Equities
EAFE Equities Short Term
Real Estate Mortgages

30%

19%17%

6%

18%

2%
3%

4%

ANNUAL RATE OF RETURN

1 YEAR 4 YEARS

Actual 1.44% 2.87%

Objective: exceed benchmark return 1.66% 3.13%

Value added -0.22% -0.26%

ASSET MIX
Asset mix

Federal Bonds/Guarantees
Provincial Bonds/Guarantees
Municipal Bonds
Corporate Bonds

29%

Cash

36%

33%

2%

The Equity Fund contains mainly publically traded stocks from around the world. 
It is managed by six different investment managers in seven different mandates. 
The fund is expected to produce higher average returns than the Balanced Fund 
over the long term, but with larger and more frequent short-term losses.

Equity Fund

ANNUAL RATE OF RETURN

1 YEAR 4 YEARS

Actual 13.47% 13.32%

Objective: exceed benchmark return 10.73% 11.93%

Value added 2.74% 1.38%

Asset mix

Canadian Equities
U.S. Equities
Emerging Market Equities
EAFE Equities
Cash and Short Term

34%

10%

15%

13%

31%

29%

10%

29%

1%

ASSET MIX

The Money Market Fund is the Plan’s lowest risk/lowest return option. It typically 
produces a return similar to prevailing short-term interest rates in Canada.

Money Market Fund

ANNUAL RATE OF RETURN

1 YEAR 4 YEARS

Actual 0.83% 0.98%

Objective: exceed Canadian 91-day T-Bills 0.51% 0.77%

Value added 0.32% 0.21%

ASSET MIXAsset mix

Corporate
Provincial
Federal

94%

5%

1%
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Investment mAnAger perfOrmAnCe*

INVESTMENT MANAGER 1 yEAR 4 yEARS

CANADIAN EQUITIES

Scheer Rowlett and Associates (active) 27.67% 8.70%

QV Investors (active) 20.21% 12.19%

Benchmark: S&P TSX Composite Index 21.08% 8.52%

U.S. LARGE-CAP EQUITIES

State Street Global Advisors (passive) 8.12% 23.18%

Benchmark: S&P 500 Index 8.09% 23.16%

U.S. MID-CAP EQUITIES

State Street Global Advisors (passive) 16.48% 23.57%

Benchmark: S&P 400 Index 16.56% 23.56%

EAFE EQUITIES

Sprucegrove Investment Management (active) 7.68% 11.31%

State Street Global Advisors (active) NEW

Benchmark: MSCI EAFE Index -2.49% 12.03%

EMERGING MARkET EQUITIES

Wellington Management (active) 4.53% N/A

Benchmark: MSCI Emerging Markets IMI Index 6.10%

CANADIAN BONDS

Wellington Management (active) 1.61% 2.79%

TD Asset Management (passive) 1.60% 3.09%

Benchmark: FTSE TMX Universe Bond Index 1.66% 3.13%

CANADIAN SHORT TERM

TD Asset Management (active) 0.90% 1.05%

Benchmark: FTSE TMX 91 Day T-Bill Index 0.51% 0.57%

CURRENCy OVERLAy

State Street Global Advisors (active) 2.45% N/A

Benchmark: 50% Hedge on Developed Market Currency 2.70%

CANADIAN DIRECT REAL ESTATE

Greystone Investment Management (active) 6.87% N/A

Benchmark: Consumer Price Index +4% 5.18%

GLOBAL REAL ESTATE INVESTMENT TRUSTS (PASSIVE)

State Street Global Advisors (passive) -0.55% N/A

Benchmark: FTSE Developed Global Liquid Index -1.17%

CANADIAN COMMERCIAL MORTGAGES

Greystone Investment Management (active) 2.79% N/A

Benchmark: 60% FTSE TMX mid + 40% FTSE TMX  
short + 0.50%

1.83%

pensIOns fund perfOrmAnCe

For members who wish to convert their 
accumulated retirement savings into a regular 
monthly income, the Plan offers a fixed 
monthly pension. These monthly pensions 
are paid from our Pensions Fund, which is 
invested in high-quality, long-term bonds.

The manager of the Pensions Fund employs 
an immunization strategy that matches the 
cash flow and duration characteristics of 
the fund to the Plan’s pension liability. The 
immunization strategy aims to protect the 
fund’s surplus through changing market 
conditions.

Our actuary (AON Hewitt) filed a full 
report with the Superintendent of Pensions 
in 2016 on the funded status of the Plan’s 
pensions (an updated report must be filed at 
least every third year). The report confirmed 
that the Pension Fund’s assets continued to 
exceed our pension liability.

Pensions Fund 
Asset/Liability Ratio

114%

Pensions Fund adjusted assets as a 

percentage of liabilities (as of Dec. 31, 2015)

*Each manager’s performance is net of fees

CSS Pension Plan14



member servICe ACtIvItIes

IndIvIduAl COnsultAtIOns

A combined total of 265 (2015: 115) individual consultations were held in 

2016. Approximately 183 sessions were held in the Pension Plan’s office 

(2015: 94). Another 53 (2015: 0) were held in conjunction with Retirement 

Income Options (RIO) workshops, and 29 (2015: 21) were held in 

conjunction with other member service activities outside the office.

265 consultations

retIrement InCOme OptIOns (rIO) wOrkshOps

Twelve (2015: 6) RIO workshops were held in Moose Jaw, yorkton, Russell, 

Prince Albert, North Battleford, Edmonton, Red Deer, Grande Prairie, 

Brandon, Winnipeg, Lloydminster and Saskatoon. Total registration was 1,051 

(680 members and 371 spouses). In 2015, total registration was 534 (331 

members and 203 spouses).

1,051 participants

prOjeCtIOns
Approximately 2,239 (2015: 2,358) personalized sets of pension projections 

and 2,076 (2015: 1,440) Variable Benefit (VB) illustrations were prepared for 

and on behalf of employee members of the Plan.  

4,315 projections

websIte
There were 340,146 visits to the website in 2016 (2015: 293,576).  The Plan 

launched a new mobile-friendly website in December.

340,146
visits to csspen.com

For last year’s words belong 

to last year’s language, and 

next year’s words await another 

voice.

“
“

~ T.S. Eliot
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plAn ChAnges

bylAws Amended
The Co-operative Superannuation Society’s bylaws 
were amended by the delegates in October. The Society 
is incorporated in Saskatchewan. The bylaws therefore 
required employer members of the Society to be 
incorporated or registered in Saskatchewan. In 2016, the 
Plan was advised that Concentra Financial intended to 
reorganize as a co-operatively owned bank. Banks are 
incorporated federally and do not register provincially, 
so a change was necessary to permit Concentra Bank, 
and any other credit unions who might reorganize in a 
similar fashion, to continue as CSS employer members.

 
member suppOrt
In 2016, the Plan hired its third Pension Plan Consultant 
(PPC) and began to prepare retirement plans for CSS 
members. This service is offered to members without 
cost. The retirement planning tool developed for CSS 
permits members to include their outside assets, spousal 
assets and other sources of retirement income. In addition 
to preparing retirement plans, our PPCs deliver the 
Plan’s Retirement Income Options (RIO) workshops and 
handle member inquiries on matters such as beneficiary 
designations, retirement income projections and 
applications for retirement benefits. Members can also 
consult PPCs on the mix of Plan funds they hold. Each 
PPC holds a Certified Financial Planner ® designation.

 

pensIOn prOgrAm revIew
Based on a recommendation from the Plan’s actuary, 
AON Hewitt, the CSS Board initiated a review of the 
Plan’s pension program. The objective of this review is to 
determine whether low interest rates and improving life 
expectancies will require any changes to the calculation 
of pensions in the future. As this review gets underway, 
members are reminded that the Pensions Fund currently 
has an estimated going concern surplus of more than 10%; 
nevertheless, the Board feels it prudent to consider potential 
changes to protect the security of all pensions. Management 
will continue to keep members updated on the status of this 
review, including any changes recommended.

 
new Investment mAndAtes
In the investment area, the Plan continues to fund the 
new real estate and commercial mortgage mandates 
added to the Balanced Fund in 2015. This process will 
continue for another two to three years. These mandates 
are expected to reduce short-term volatility and add 
some inflation protection to the Balanced Fund – the 
Plan’s default investment option for members who do 
not wish to set their own fund mix. Another change that 
became noticeable was a move to performance-based fees 
on two mandates. This resulted in a modest reduction in 
the Balanced Fund’s management expense ratio (MER) 
for 2016. 
 
 
rIO wOrkshOp fOrmAt ImprOved

2016 marked a year of significant change for the Plan’s 
highly regarded Retirement Income Options (RIO) 
workshop program. The RIO workshop was shortened 
so that it could be delivered as an evening session. 
The workshops are also now delivered by our Pension 
Plan Consultants (PPCs). Together, these two changes 
allow members to book individual appointments with 
a PPC the morning after the workshop to review their 
CSS benefits and options, or start developing a written 
retirement plan. In order to reach more members as they 
approach retirement, the RIO schedule was doubled with 
12 sessions completed at various locations.
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Democratically controlled by the Co-operative Superannuation Society (CSS) – a non-profit pension society that is our 
trustee and administrator - control rests with our member co-ops and credit unions and their current, past and retired 
employees. This means our members have a voice in everything that we do. Employer and employee members are 
represented at all meetings of the Society by 36 delegates, as shown in the graphic below.

Governance

We’re a member-owned co-operative ourselves. While this may be 
a typical governance structure in the co-op sector, it is unique in 
the pension sector.

18 delegates appointed by 
employers

17 elected by active 
contributors and retirees

One appointed to represent 
non-contributing ex-employees

Three directors are elected by and from the 18 employer delegates, and three others are elected by and from the 
employee delegates. The six elected directors form the CSS Board of Directors. The Board supervises the business 

and affairs of the Society.

CO-OPERATIVE SUPERANNUATION SOCIETY

Al Meyer 
President 
CEO 
Prairie Centre Credit 
Union

Jeff Ambrose 
Vice-President 
VP Petroleum, WSB, 
Home Health Care 
Calgary Co-operative 
Association

Brad Bauml 
Director 
Executive VP, Ag & 
Consumer Business 
Federated Co-operatives 
Limited

Shannan Corey 
Director 
Director, Total Rewards 
Federated Co-operatives 
Limited

Jim Huggard 
Director 
Retired

BOARD OF DIRECTORS

Vacant 
Director
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CSS DELEGATES

The delegates elected and appointed to represent the Society’s employer and 

employee members at the 2017 annual meeting are:

RETIREES

Mike Gartner 
Jim Huggard
 
 
ACTIVE CONTRIBUTORS

Alberta/B.C./N. Canada

Jeff Ambrose, Calgary Co-op
Lee Gonsalves, Calgary Co-op
Carol Rollheiser, Wild Rose Co-op
Jason Sentes, 1st Choice Savings
 
Manitoba/E. Canada

Murray Dehn, Red River Co-op
Darren Heide, Access Credit Union
Audri Wilkinson, Concentra Bank
Anthony Zulyniak, FCL Winnipeg Region
 
Saskatchewan

C.A. Hatelid, CUDG SK
Ron Inkster, Goodsoil Credit Union
Guy Martin, Accent Credit Union
Mike McCann, FCL Saskatoon Region
Mike Moon, Central Plains Co-op
Greg Sarvis, Riverbend Co-op
Jason Schenn, Borderland Co-op
 
 
NON-CONTRIBUTORS

Rand Smale

Employee (elected) Employer (appointed)

FCL BOARD

Ryan Anderson
Randy Graham
 
FCL STAFF

Brad Bauml
Shannan Corey
Duane DeRosier
Dave Dyck
Barry Engele
Ashley Kraley
Angela Pomazon
Terry Wallin
Jim Wightman
 
CUC SK

Al Meyer
Corvyn Neufeld
Jennifer Stallard

CUC AB

Laurie Munro

CUC MB

Barrie Davidson
Patty Gifford

CONCENTRA BANK

Brian Guilleman

BOARD REORGANIZATION 

Randy Boyer, Executive VP Finance for 
Federated Co-operatives Limited (FCL),  
and Celeste Labrecque, COO of TCU 
Financial, left the Board in September and 
November respectively as they retired.  

In October, Shannan Corey, Director of 
Total Rewards at FCL, was appointed under 
the bylaws as an employer director to fill 
the vacancy created by Randy’s departure 
until the 2017 annual meeting. The balance 
of Celeste’s term will be filled through the 
usual elections process at the 2017 annual 
meeting.

In 2016, the Society’s directors were:

•	 President - Al Meyer 
CEO, Prairie Centre Credit Union

•	 Vice-President - Jeff Ambrose 
VP, Calgary Co-op

•	 Brad Bauml 
Executive VP Ag & Consumer 
Business, FCL

•	 Randy Boyer 
Executive VP Finance, FCL 
Term ended September 30, 2016

•	 Shannan Corey 
Director, Total Rewards, FCL 
Term commenced October 1, 2016

•	 Jim Huggard, Retired

•	 Celeste Labrecque 
COO, TCU Financial 
Term ended November 30, 2016
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Financial statements

mAnAgement’s respOnsIbIlIty fOr fInAnCIAl InfOrmAtIOn

To the Members of the Co-operative Superannuation Society Pension Plan:

The financial statements of the Co-operative Superannuation Society (“the Society”) and the CSS Pension Plan (“the 
Plan”) have been prepared by Plan Management and approved by the Society’s Board of Directors. The financial 
statements have been prepared in accordance with Canadian accounting standards for pension plans. Management is 
responsible for the contents of the financial statements and the financial information contained within the annual report.

Plan Management is responsible for the integrity, objectivity and consistency of the financial information presented. 
The Plan maintains records and develops and maintains systems of internal controls and supporting procedures to 
provide reasonable assurance that the assets under administration by the Society are safeguarded and controlled and 
that transactions comply with the Society’s Act of Incorporation and Bylaws and the Plan’s Rules and Statement of 
Investment Policies and Goals.

The Board of Directors of the Society has oversight responsibility for the Plan’s systems of internal controls. The Board 
oversees Management’s responsibility for the financial statements by reviewing them with Management and the Society’s 
external auditors before approving them for issuance to the members.

The Society’s external auditors, MNP LLP, have conducted an independent examination of the financial statements 
in accordance with Canadian generally accepted auditing standards, performing tests and other procedures as they 
consider necessary to express an opinion in their Auditors’ Report. The external auditors have full and unrestricted 
access to Management and the Board to discuss any findings related to the integrity of the Society’s financial reporting 
and the adequacy of the Plan’s internal control systems.

Martin McInnis
Executive Director
CSS Pension Plan
Secretary-Treasurer
Co-operative Superannuation Society

Brent Godson
Investment Manager
CSS Pension Plan

February 24, 2017
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Independent Auditors’ Report 

To the Members of the Co-operative Superannuation Society Pension Plan: 

We have audited the accompanying financial statements of the Co-operative Superannuation Society Pension Plan, 
which comprise the statement of financial position as at December 31, 2016, and the statement of changes in net 
assets available for benefits for the year then ended, and a summary of significant accounting policies and other 
explanatory information.  

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these 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. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit 
in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements 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. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Co-
operative Superannuation Society Pension Plan as at December 31, 2016 and its financial performance for the year 
then ended in accordance with Canadian accounting standards for pension plans. 

Saskatoon, Saskatchewan 

February 24, 2017 Chartered Professional Accountants 

800, 119 - 4TH AVENUE S, SASKATOON SK, S7K 5X2
1.877.500.0778  T: 306.665.6766  F: 306.665.9910  MNP.ca 



Investment funds

Co-operative Superannuation Society Pension Plan

As at December 31, 2016

ASSETS 2016 2015

Investments (Note 3) 3,563,507 3,357,817

Accrued investment income 3,709 3,293

Due from brokers 4,373 -

Cash 8,348 8,620

Accounts receivable

Employee contributions 382 343

Employer contributions 359 312

Capital assets 382 469

Interfund balance (Note 8) 2,262 1,775

3,583,322 3,372,629

LIABILITIES

Due to brokers - 27,868

Accounts payable 3,872 6,257

Interfund balance (Note 8) 2,182 1,699

6,054 35,824

NET ASSETS AVAILABLE FOR BENEFITS (NOTE 11) 3,577,268 3,336,805

REPRESENTED By: Member contribution accounts (Note 7) 3,577,268 3,336,805

stAtement Of fInAnCIAl pOsItIOn

(thousands of dollars)

Pensions Fund

ASSETS 2016 2015

Investments (Note 3) 673,143 670,801

Accrued investment income 5,110 4,972

678,253 675,773

LIABILITIES

Accounts payable 349 334

Due to broker 221 -

Interfund balance (Note 8) 80 76

650 410

NET ASSETS AVAILABLE FOR BENEFITS 677,603 675,363

REPRESENTED By: Pension reserve 677,603 675,363

(thousands of dollars)

The accompanying notes are an integral part of these financial statements.

Approved on behalf of the Board

Director Director
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Co-operative Superannuation Society Pension Plan

For the year ended December 31, 2016

stAtement Of ChAnges In net Assets AvAIlAble fOr benefIts

Investment funds

INCREASE IN ASSETS 2016 2015

Investment income

Interest 2,275 1,557

Dividends

Canadian dividends 18,783 18,384

Foreign dividends 8,871 7,301

Pooled fund distributions 63,113 64,884

Increase in market value of investments (Note 10) 189,696 38,017

Other 765 547

283,503 130,690

Contributions

Employee 74,713 70,918

Employer 77,061 68,778

151,774 139,696

Total increase in assets 435,277 270,386

(thousands of dollars)

DECREASE IN ASSETS 2016 2015

Administrative expenses

Investment services 7,372 7,187

Investment transaction costs (Note 10) 1,163 278

Salaries and employment costs 1,844 1,698

Operations 945 739

Membership control 160 144

Administrative expenses (recovery from Pensions Fund) (976) (937)

10,508 9,109

Equity repayments 129,166 142,988

Variable benefit payments 19,078 15,228

Equity transferred to Pensions Fund 36,062 34,380

184,306 192,596

Total decrease in assets 194,814 201,705

Increase in net assets 240,463 68,681

Net assets available for benefits, beginning of year 3,336,805 3,268,124

Net assets available for benefits, end of year (Note 11) 3,577,268 3,336,805

The accompanying notes are an integral part of these financial statements.
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Co-operative Superannuation Society Pension Plan

For the year ended December 31, 2016

stAtement Of ChAnges In net Assets AvAIlAble fOr benefIts

Pensions Fund

INCREASE IN ASSETS 2016 2015

Investment income

Interest 26,668 26,662

Other 109 117

Equity transferred from Investment Funds 36,062 34,380

Total increase in assets 62,839 61,159

DECREASE IN ASSETS

Pension paid 49,764 48,740

Decrease in market value of investments 9,859 4,702

Administrative expenses 976 937

Total decrease in assets 60,599 54,379

(thousands of dollars)

Increase in net assets 2,240 6,780

Net assets available for benefits, beginning of year 675,363 668,583

Net assets available for benefits, end of year 677,603 675,363

The accompanying notes are an integral part of these financial statements.
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Co-operative Superannuation Society Pension Plan

For the year ended December 31, 2016

nOtes tO the fInAnCIAl stAtements

1. DESCRIPTION OF PLAN

A summary description of the Co-operative Superannuation Society 

Pension Plan (“the Plan”) appears below. For complete information, refer 

to the Co-operative Superannuation Society’s Act of Incorporation, its 

Bylaws, and the Rules and Regulations of the Co-operative Superannua-

tion Society Pension Plan.

(A) GENERAL

The Co-operative Superannuation Society (“the Society”) is a non-profit 

pension society incorporated on a membership basis by a private Act 

of the Saskatchewan Legislature. The Society serves as administrator 

of the Co-operative Superannuation Society (CSS) Pension Plan and as 

fund holder and trustee of five investment funds.

The Co-operative Superannuation Society Pension Plan (“the Plan”) is 

a multi-employer defined contribution pension plan. The Plan’s purpose 

is to enable employees of member Co-operatives and Credit Unions to 

prepare for and fund their retirements by providing tax-deferred saving 

and income products and services through a member owned and con-

trolled non-profit organization.

Member employees bear the risk of investment losses and are the sole 

beneficiaries of investment gains.

The Plan includes 389 (2015 - 362) independent co-operatives and credit 

unions and more than 38,000 (2015 - 37,000) of their current and past 

employees. The Plan also pays retirement income to more than 7,500 

(2015 - 6,700) of their retired employees. Each of these employers, 

employees and retirees is a member of the Plan. Actively contributing 

employers and employees, and retirees receiving pensions or variable 

benefit payments from the Plan, are also members of the Society.

The Plan is registered under the Income Tax Act and the Saskatchewan 

Pension Benefits Act (Registration Number 0345868) and is not subject 

to income taxes.

(B) FUNDING POLICy

Each participating employer must establish a required contribution rate 

for its employees between 0% and 9% of regular earnings or total earn-

ings. Employers must deduct employees’ required contributions from 

their earnings and match that contribution with an employer contribution 

of an equal amount. If the employee required contribution rate is set at 

0%, the employer must still contribute a minimum of 1% of earnings. 

The Plan permits both employees and employers to make additional vol-

untary contributions to the Plan. The total of all contributions to the Plan 

may not exceed the annual limit prescribed by the Income Tax Act.

(C) VESTING

Employer contributions vest in employees immediately upon receipt by 

the Plan.

(D) INVESTMENT FUNDS

The Plan offers members four unitized funds for the investment of their 

contributions and accumulated benefits – a Balanced Fund, a Money 

Market Fund, a Bond Fund and an Equity Fund. The number and type 

of investment funds offered to members is determined by the Society’s 

Board of Directors.

Members are permitted, but not required to choose how they wish 

to distribute their contributions and accumulated benefits among the 

investment funds offered. Members who do not make a choice are in-

vested in the Plan’s default investment option, which is a Balanced Fund.

(E) RETIREMENT

Employees who no longer work for an employer member of the Plan 

may apply for retirement benefits upon reaching age 50 or once the 

employee’s age plus years of completed continuous service reaches a 

factor of 75. Phased retirement, as permitted under the Income Tax Act 

and provincial pension legislation, is also available to employees with the 

consent of their employer.

The Plan offers retirees two internal retirement income options – a fixed 

monthly pension and a variable benefit payment option. Members’ 

accumulated benefits may also be transferred to an insurer or financial 

institution licensed to provide retirement income products. Retirees must 

start a retirement income from the Plan or transfer their benefits into a 

self-directed lifetime retirement income product no later than the maxi-

mum age of deferral under the Income Tax Act.

(F) PENSIONS

The accumulated benefits of retirees who choose to start a fixed monthly 

pension are transferred into the CSS Pensions Fund – a segregated 

portfolio that secures the Plan’s pension liability.  Monthly pension pay-

ments are paid from this Fund. The Plan offers both single and joint life 

pensions.  

Pensions provided by the Plan may receive periodic ad hoc increases, 

subject to the solvency of the CSS Pensions Fund and the policies ad-

opted by the Plan’s Board of Directors.

(G) VARIABLE BENEFIT PAyMENTS

The accumulated benefits of members who choose to start a variable 

benefit payment remain in their account and under their control, invested 

in the Plan’s Investment Funds as directed by the member. Variable 
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benefit payments are periodic withdrawals taken directly from the mem-

ber’s accumulated benefits. Members may select a monthly or annual 

payment. Members receiving variable benefit payments have control 

over the amounts withdrawn, subject to the limits in the Income Tax Act 

and applicable pension legislation. Depending on a member’s life span, 

investment returns and payment choices, a variable benefit payment 

may not provide a lifetime retirement income.

(H) DISABILITy PENSIONS

In the event of termination due to health, injury or disability, a pension or 

variable benefit payment may commence at any age, subject to the Plan 

receiving acceptable medical confirmation.

(I) DEATH BENEFITS

In the event of a member’s death prior to starting a pension or variable 

benefit payment, the member’s accumulated benefits are paid to the 

member’s spouse, beneficiary or estate in accordance with the mem-

ber’s designation, but subject to the provisions of the Income Tax Act 

and applicable pension legislation. 

(J) TERMINATION OPTIONS

Upon final termination of employment with any employer participating in 

the Plan, an employee member has the following options:

Accumulated benefits locked-in for pension

The member may:

i) leave locked-in benefits in the Plan to commence a pension or vari-

able benefit payment when eligible to do so, or 

ii) provided that the member has not started a pension, he/she may 

transfer locked-in benefits to a registered plan with an insurer or 

financial institution licensed to provide retirement income products 

that meet the conditions prescribed by the Income Tax Act and ap-

plicable pension legislation.

Accumulated benefits not locked-in for pension

The member may:

i) leave non-locked-in benefits in the Plan to commence a pension or 

start a variable benefit payment, or;

ii) provided that the member has not used them to start a pension, 

he/she may withdraw non-locked-in benefits in the form of a cash 

payment net of income tax or as a qualified transfer to a registered 

plan with an insurer or financial institution.

(k) ADMINISTRATIVE AND INVESTMENT EXPENSE

All Plan expenses are paid directly from the Balanced Fund. Expenses 

associated with the administration and investment of the other invest-

ment funds are reimbursed to the Balanced Fund in proportion to their 

share of the expense. The Pensions Fund reimburses the Balanced Fund 

monthly based on a daily accrual charge.

2. SUMMARy OF SIGNIFICANT 

ACCOUNTING POLICIES

BASIS OF PRESENTATION

These financial statements are prepared in accordance with Canadian 

accounting standards for pension plans. The statements present the 

combined operations of the Co-operative Superannuation Society and 

the Co-operative Superannuation Society Pension Plan, independent of 

participating employers and plan members. 

INVESTMENT TRANSACTIONS AND INCOME

Investment transactions are recognized on the trade date (the date upon 

which substantial risks and rewards have been transferred). Investment 

transaction costs are recognized in the statement of changes in net as-

sets available for benefits in the period incurred.

Investment income consists of earned income (interest and dividends), 

realized gains and losses on disposal of investments, and unrealized 

gains and losses resulting from changes in the market value of invest-

ments, including pooled fund distributions.

Average cost reflects the purchase cost of the investment and includes 

direct acquisition costs.

CATEGORy BASIS OF VALUATION

Interest income Accrual basis

Dividend income Accrual basis on the ex-dividend date

Realized gains and losses for 
investments sold

Difference between proceeds on 
disposal and the average cost

Unrealized gains and losses for 
investments held

Difference between market value and 
the average cost
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INVESTMENT VALUATION

Fixed income and equity investments are stated at market values as de-

termined by reference to quoted year-end prices provided by independent 

investment services organizations. Pooled funds are stated at the year-end 

unit values, which reflect the market value of their underlying securities. 

Real Estate pooled fund underlying assets are valued by 3rd party apprais-

ers. Short-term investments are recorded at cost, which together with 

accrued interest or discount earned, approximates market value.

FOREIGN CURRENCy TRANSLATION

Transactions in foreign currencies are translated into Canadian dollars 

at rates of exchange prevailing on the transaction date. Investments 

denominated in foreign currencies and held at the end of the year are 

translated at exchange rates in effect at year-end. The resulting realized 

and unrealized gains and losses are included in investment income.  

FINANCIAL INSTRUMENTS

The carrying amounts of the Plan’s receivables, payables, and accruals 

approximate fair value due to their short-term nature.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are financial contracts, the value of which 

is derived from changes in underlying assets or indices as measured at 

the closing date of the period being reported.  Derivative transactions are 

conducted in the over-the-counter market directly between two counter 

parties or on regulated exchange markets. All derivative financial instru-

ments are recorded at market value using market prices. Where quoted 

market values are not readily available, appropriate valuation techniques 

are used to determine market value.

USE OF ESTIMATES AND JUDGMENT

The preparation of financial statements prepared in accordance with 

Canadian accounting standards for pension plans requires management 

to make estimates and assumptions that affect the reported amounts of 

assets and liabilities and disclosure of contingent assets and liabilities at 

the date of the financial statements, and the amounts of increases and 

decreases in net assets available for benefits for the reporting period. 

The most significant estimates relate to the fair values of investments. 

Actual results could differ from those estimates.

3. INVESTMENTS

The Society serves as fund holder and trustee for the Pensions Fund and four unitized Investment Funds: a Balanced Fund, a Money Market Fund, a 

Bond Fund, and an Equity Fund. The structures of these funds are determined by the Society’s Board of Directors, which sets the Plan’s Investment 

Policy. The Plan’s Investment Policy conforms to the legal requirements and best practice guidelines applicable to pension trusts.

2016 2015

Investment Type Market Value Investment Percentage Market Value Investment Percentage

Short Term

Custodial Cash Accounts $ 3,010 $ 3,554

Short-Term Investments 21,530 31,761

24,540 0.7% 35,315 1.0%

Equities

Canadian 628,568 571,672

Non-North American 276,154 242,631

904,722 25.4% 814,303 24.3%

Pooled Funds

Short Term 199,582 123,795

Fixed Income 1,051,188 1,025,475

U.S. Equities 590,833 709,101

International Equities 336,672 332,973

Emerging Mkt Equities 205,250 196,138

Canadian Real Estate 44,770 7,023

Global REITS 99,389 99,826

Commercial Mortgages 106,561 13,868

2,634,245 73.9% 2,508,199 74.7%

Total $ 3,563,507 100.0% $ 3,357,817 100.0%

CSS INVESTMENT FUNDS
(thousands of dollars)
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The CSS Investment Funds contain cash, short-term investments, bonds, Canadian and foreign equities, and units in pooled funds. The Balanced Fund 

contains cash, short-term investments, bonds, Canadian and foreign equities, and units in pooled funds (short-term, bonds, Emerging Markets equities, 

U.S Indexed equities, Non-North American equities, Canadian Direct Real Estate, Canadian Commercial Mortgages, and Developed Market REITS). The 

Money Market Fund contains cash and units in a short-term pooled fund. The Equity Fund contains cash, short-term investments, Canadian and foreign 

equities including units in Emerging Markets, U.S. Indexed and Non-North American pooled funds. The Bond fund contains cash, short-term investments, 

and units in two bond pooled funds.

2016 2015

Market Value Investment Percentage Market Value Investment Percentage

Short Term

Custodial Cash Accounts $ 856 $ 359

Short-Term Investments 1,449 2,119

2,305 0.3% 2,478 0.4%

Bonds and Debentures

Federal 56,517 72,833

Provincial 272,270 255,231

Municipal 49,509 50,377

Corporate 292,542 289,882

670,838 99.7% 668,323 99.6%

Total $ 673,143 100.0% $ 670,801 100.0%

The Pensions Fund contains Canadian bonds and short-term investments. An immunization strategy is employed by the Pensions Fund Manager to 

ensure that cash flows from the fund will meet the Plan’s pension payroll, and to render the portfolio immune to changes in interest rates. 

CSS PENSIONS FUND
(thousands of dollars)

The Plan has classified its financial instrument holdings using a hierarchy that reflects the significance of the inputs used in determining their measure-

ments. Under the classification structure, financial instruments recorded at unadjusted quoted prices in active markets for identical assets and liabilities 

are classified in Level 1. Instruments valued using inputs other than quoted prices included in Level 1 that are observable for the asset or liability either 

directly or indirectly are classified as Level 2. Instruments valued using inputs that are not based on observable market data are classified as Level 3.

The following table classifies the Plan’s financial instruments within a fair value hierarchy, excluding custodial cash accounts:

FAIR VALUE

LEVEL 1 LEVEL 2 LEVEL 3 TOTAL

2016 2015 2016 2015 2016 2015 2016 2015

Investment Funds

Short Term - - 21,530 31,761 - - 21,530 31,761

Bonds - - - - - - - -

Equities 904,722 814,303 - - - - 904,722 814,303

Pooled Funds 99,389 99,826 2,490,086 2,401,350 44,770 7,023 2,634,245 2,508,199

Total $ 1,004,111 $ 914,129 $ 2,511,616 $ 2,433,111 $ 44,770 $ 7,023 $ 3,560,497 $ 3,354,263

Pensions Fund

Short Term - - 1,449 2,119 - - 1,449 2,119

Bonds - - 670,838 668,323 - - 670,838 668,323

Total $ - $ - $ 672,287 $ 670,442 $ - $ - $ 672,287 $ 670,442

(thousands of dollars)
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The following table represents the changes to Level 3 instruments during the period ended December 31, 2016.

RECONCILIATION OF LEVEL 3 ASSETS:

2016 2015

Balance at January 1 $ 7,023 $ 56,807

Net purchases, sales, principal pyts 35,245 (51,603)

Gains (losses)

Realized - 1,760

Unrealized 2,502 59

Balance at December 31 $ 44,770 $ 7,023

(thousands of dollars)

4. RISK MANAGEMENT

The net assets available for benefits in the Plan’s Investment Funds and 

Pensions Fund consist almost entirely of financial instruments. The risks 

of holding financial instruments include interest rate risk, credit risk, 

market risk, foreign exchange risk, equity price risk and liquidity risk. 

Significant financial risks are related to the investments held on behalf of 

Plan members. These financial risks are managed by having an invest-

ment policy, which is approved annually by the Board of Directors. The 

investment policy provides guidelines to the Plan’s investment managers 

for the asset mix of the portfolio regarding quality and quantity of fixed 

term investments and equity investments. The asset mix helps to reduce 

the impact of market value fluctuations by requiring investments in dif-

ferent asset classes and in domestic and foreign markets. The Board 

reviews regular compliance reports from its investment managers and 

custodian as to their compliance with the investment policy.

INTEREST RATE RISk

Interest rate risk refers to the adverse consequences of interest rate 

changes on the Plan’s cash flows, financial position, and income. Each 

Fund’s exposure to interest rate risk, if any, is concentrated in its invest-

ments in debt securities including short term investments, bonds and 

debentures and fixed income pooled funds. The Plan’s sensitivity to 

interest rate changes is estimated using the weighted average duration 

of the fixed income portfolio. In practice, the actual trading results may 

differ from these approximations and the difference can be material.

The CSS Investment Funds has exposure to interest rate risk as follows:

As at December 31, 2016, if the prevailing interest rate had changed by 

1.00%, assuming a parallel shift in the yield curve with all other variables 

held constant, net assets would have decreased or increased respective-

ly by approximately, $76.5 million (approximately 2.14 % of net assets) 

(2015 - $77.5 million or 2.32% of net assets).

The CSS Pensions Fund has exposure to interest rate risk as follows:

As at December 31, 2016, if the prevailing interest rate had changed by 

1.00%, assuming a parallel shift in the yield curve with all other variables 

held constant, net assets would have decreased or increased respective-

ly by approximately, $59.6 million (approximately 8.79% of net assets) 

(2015 - $59.6 million or 8.82% of net assets).

CREDIT RISk

Credit risk refers to the potential loss arising from a party not being able 

to meet its financial obligation. The Plan is subject to credit risk within its 

investment holdings, forward currency contracts and securities lending 

program. 

Credit risk within investments is managed through the Plan’s State-

ment of Investment Policies and Goals. The investment policy together 

with the investment management agreement establishes limits on each 

manager’s exposure to lower credit quality issues and borrowers as well 

as the maximum exposure to any one issuer or borrower.

As at December 31, 2016, 100% (2015 - 100%) of the Plan’s short-term 

investments were rated “R-1 low” or better and 86.44% (2015 - 86.51%) 

of the bonds and debentures held in the CSS Investment Funds and 

93.44% (2015 - 94.42%) of the bonds and debentures held in the CSS 

Pensions Fund were rated “A” or better.

Currency Forward contracts are entered into between the Plan and ap-

proved counter parties. The credit risk associated with these contracts 

is mitigated by establishing a minimum number of counter parties, and 

through credit analysis of counterparties performed by the Currency 

Manager.

Under the securities lending program, collateral is pledged to the Plan by 

various counter parties for securities out on loan to the counter parties. 

The plan has entered into a securities lending agreement with BNy Mel-

lon Global Collateral Services, to enhance portfolio returns. The securi-

ties lending program operates by lending the Plan’s available securities 

to approved borrowers. Credit risk associated with the securities lending 

program is mitigated by requiring borrowers to provide cash or collateral 

that exceeds the market value of the loaned securities. At December 

31, 2016, securities on loan had a market value of $343.3 million (2015 - 

$353.6 million). Collateral held to secure those loans had a market value 

of $360.7 million (2015 - $371.8 million).
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MARkET RISk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in the value of financial instruments. Value can be affected by 

changes in interest rates, foreign exchange rates and security prices.

FOREIGN CURRENCy RISk

The Plan is exposed to currency risk through holdings of foreign equities where investment values may fluctuate due to changes in foreign exchange 

rates. The Plan manages foreign currency risk by investing in securities that are strategically distributed over several geographic areas to limit exposure to 

any one foreign currency. On December 31, 2016, the Plan’s foreign currency exposures were as follows:

CURRENCy

(thousands of Canadian dollars) 2016 2015

United States dollar $ 706,482 $ 804,216

British pound sterling 111,738 110,196

Euro 87,536 121,905

Other European currencies 86,511 80,321

Japanese yen 131,567 104,682

Other Pacific currencies 168,784 96,124

Emerging Market currencies 212,532 252,467

Total $ 1,505,150 $ 1,569,911

CURRENCy 2016 2015

(thousands of Canadian dollars) Market Value Notional Value Gain (Loss) Market Value Notional Value Gain (Loss)

Canadian Dollar $ 694,732 694,732 - $ 604,711 604,711 -

Swiss Franc (40,143) (40,206) 63 (53,654) (50,242) (3,412)

British Pound (54,594) (55,375) 781 (48,155) (47,180) (975)

Hong kong Dollar (36,760) (36,830) 70 (17,163) (16,479) (684)

Euro (74,643) (75,340) 697 (68,187) (63,512) (4,675)

United States Dollar (393,396) (394,323) 927 (396,965) (380,777) (16,188)

Australian Dollar (31,571) (32,207) 636 (17,426) (16,669) (757)

Singapore Dollar (29,877) (30,168) 291 (26,475) (25,537) (938)

Swedish krona 28 28 - (9,098) (9,098) -

Danish krone (2,354) (2,375) 21 (2,532) (2,364) (168)

Israeli Shekel (5,638) (5,652) 14 (2,014) (1,944) (70)

Japanese yen (25,078) (25,610) 532 - - -

New Zealand Dollar (2,463) (2,506) 43 - - -

Total $ (1,757) (5,832) 4,075 $ (36,958) (9,091) (27,867)

The Plan also manages currency risk through the use of currency forwards. These currency forwards are used to dynamically hedge the Plan’s developed 

market foreign currency exposure. As at December 31, 2016 the fair value of the currency forwards payable was $2,086.7 million (2015 - $1,931.1 million) 

and the fair value of the currency forwards receivable was $2,090.8 million (2014 - $1,903.2 million). The Plan’s currency forward contracts at December 

31, 2016, were as follows:

As at December 31, 2016, if the Fund’s functional currency, the Canadian dollar, had strengthened or weakened by 5% in relation to all other currencies 

with all other variables held constant, the net assets would have decreased or increased respectively, by approximately $40.7 million (approximately 1% 

of net assets) (2015 - $48.9 million or 1% of net assets). In practice, the actual trading results may differ from this approximate sensitivity analysis and the 

differences could be material.
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EQUITy PRICE RISk

The Plan is exposed to changes in equity prices in global markets. The Board’s policy is to invest in a diversified portfolio of investments. No one investee 

or related group of investees represents greater than 10% of the total book value of the assets of the plan. As well, no one holding represents more than 

30% of the voting rights of any corporation. 

As at December 31, 2016 had market prices, as measured by the benchmark indices, increased or decreased by 10%, with all other variables held con-

stant, the Investment Fund’s net assets available for benefits would have increased or decreased by approximately:

(thousands of dollars) 2016 IMPACT 2015 IMPACT

Benchmark

S&P TSX Composite Total Return Index $ 62,857 $ 55,766

S&P 500 Total Return Index Hedged (C$ BA’s) 31,179 38,586

S&P 400 Total Return Index Hedged (C$ BA’s) 27,905 32,324

MSCI EAFE Total Return Index 61,283 33,297

MSCI All Country ex US Total Return Index - 25,664

MSCI Emerging Markets IMI Total Return Index 20,525 19,614

FTSE Epra/Nareit Developed Liquid Index 9,939 9,983

LIQUIDITy RISk

Liquidity risk is the risk that the Plan will encounter difficulty in meeting obligations associated with financial liabilities. The Plan manages liquidity risk by 

maintaining adequate cash and short-term securities and monitoring actual and forecasted cash flows to support the Plan’s operating needs.

5. ACTUARIAL VALUATION OF PENSION ASSETS AND LIABILITIES 

The payments to retired members who chose to receive a fixed monthly pension from the Plan are paid from the CSS Pensions Fund. An actuarial valu-

ation of the assets held in the CSS Pensions Fund and of the Plan’s pension liability is required every three years by law. The most recently completed 

valuation was conducted as at December 31, 2015. At that date, the Plan’s actuary reported that the market value of the assets held in the CSS Pensions 

Fund exceeded the Plan’s pension liability as indicated below. 

ACTUARIAL POSITION

(thousands of dollars) 2015 2012

Market Value of Assets: $ 675,363 $ 623,999

Less actuarial value of Pension Liability (594,521) (546,159)

Surplus at December 31 $ 80,842 $ 77,840

Reserve for adverse deviation from assumptions $ 80,842 $ 77,840

Based on monthly immunization calculations performed by the Plan’s external Pensions Fund Manager, Management estimates that the market value of 

the Pensions Fund as at December 31, 2016, continued to be adequate to fully fund the Plan’s pension liability and provide a reserve for adverse devia-

tion from assumptions. The assumptions used by the Pensions Fund Manager may vary from the assumptions used by the Plan’s actuary in performing 

the Plan’s triennial actuarial valuations.
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6. UNIT PRICING

Investment income, gains and losses accruing on the assets held in the investment funds available to members are credited to those invested through 

daily changes in fund unit prices. Investment and administration expenses relating to each fund are accrued to each fund prior to establishing its daily unit 

price. Depending on whether a fund experiences a net gain or loss after expenses, the fund’s unit price increases or decreases accordingly. Fund transac-

tions may be suspended temporarily at management’s discretion where an accurate unit price for a fund cannot be determined due to the unavailability of 

reliable market pricing or other asset valuations.

Fund transactions are processed using “forward pricing”. This means that they are processed at the next unit price set after receiving funds or instruc-

tions. Contributions to, and transfers between the investment funds available to members are processed on a daily basis in the normal course. Lump sum 

withdrawals are generally processed on a weekly basis. Periodic withdrawals of retirement income are processed in accordance with the terms of each 

member’s application for benefits.

On December 31, 2016, the CSS Balanced Fund’s unit price was $21.1521 (2015 - $19.4915), the CSS Money Market Fund’s unit price was $12.3576 

(2015 - $12.2560), the CSS Equity Fund’s unit price was $17.6744 (2015 - $15.5761), and the CSS Bond Fund’s unit price was $12.7201 (2015 – 

$12.5398).

7. RECONCILIATION OF MEMBERS’ ACCOUNTS

In accordance with Canadian accounting standards for pension plans, the Statement of Net Assets Available for Benefits includes the fair value of the in-

vestments held on behalf of plan members as well as fixed assets and various adjustments and accruals. Only actual cash transactions and market value 

changes that occurred from January 1, 2016, to the last business day of the year, however, are reflected in the unit prices and unit counts that determine 

the total value of members’ accounts at year-end.

As stated in the Statement of Financial Position, the value of net assets available for benefits as at December 31, 2016 was $3,577,268 while the total 

value of members’ accounts as per the Plan’s unitized record keeping system on this same date was $3,576,538. The difference between these two 

amounts is reconciled below.

RECONCILIATION

(thousands of dollars) 2016 2015

Net Assets available for Benefits $ 3,577,268 $ 3,336,805

Add Back:

Accrued Expenses 116 213

Withdrawals Payable 1,482 4,320

Deduct:

Market Value Adjustments (1,112) (55)

Capital Assets - (21)

Contributions Receivable (1,216) (1,871)

Total Value of Members’ Accounts $ 3,576,538 $ 3,339,391

8. INTERFUND BALANCES

Interfund balances represent an accrual of the outstanding administration charges owed by the CSS Pensions Fund to the CSS Balanced Fund at the end 

of the reporting period, plus an interest charge on this and other amounts owed during the year. Interest is calculated on the amount outstanding monthly 

at the rate earned on Canadian T-bills for the immediately preceding month. Amounts owed are reimbursed to the CSS Balanced Fund.
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9. FUND RETURNS AND EXPENSES

The rates of return and management expense ratios (MER) of the investment funds offered to Plan members in 2016 were as follows:

2016 2015

Fund Return MER Return MER

Balanced Fund 8.52% 0.31% 3.83% 0.31%

Money Market Fund 0.83% 0.14% 0.92% 0.12%

Bond Fund 1.44% 0.19% 3.61% 0.26%

Equity Fund 13.47% 0.36% 4.10% 0.34%

The returns stated are net of all administrative and investment expenses.

11. INVESTMENT FUNDS DETAIL

STATEMENT OF FINANCIAL POSITION

(thousands of dollars) 2016 2015

Balanced Fund Money Market 
Fund

Bond Fund Equity Fund Total Total

Assets

Investments 3,319,724 128,303 40,483 74,997 3,563,507 3,357,817

Accrued investment income 3,616 - - 93 3,709 3,293

Cash 8,348 - - - 8,348 8,620

Due from brokers 4,358 - - 15 4,373 -

Accounts Receivable

Employee contributions 382 - - - 382 343

Employer contributions 359 - - - 359 312

Fixed assets 382 - - - 382 469

Interfund balance - 1,433 829 - 2,262 1,775

3,337,169 129,736 41,312 75,105 3,583,322 3,372,629

Liabilities

Due to brokers - - - - - 27,868

Accounts payable 3,443 139 108 182 3,872 6,257

Interfund balance 779 - - 1,403 2,182 1,699

4,222 139 108 1,585 6,054 35,824

Net Assets Available for Benefits 3,332,947 129,597 41,204 73,520 3,577,268 3,336,805

10. COMPARATIVE FIGURES

To conform with the current year’s presentation, the 2015 comparatives includes a reclassification of $1,445,471 from investment transaction costs to the 

increase in market value changes.
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STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

(thousands of dollars) 2016 2015

Balanced Fund Money Market 
Fund

Bond Fund Equity Fund Total Total

Increase in Net Assets

Investment Income

Interest 769 1,506 - - 2,275 1,557

Dividends

Canadian dividends 18,235 - - 548 18,783 18,384

Foreign dividends 8,571 - - 300 8,871 7,301

Pooled fund distributions 61,176 - 1,545 392 63,113 64,884

Increase (decrease) in market value of 
investments (Note 10)

181,746 66 (988) 8,872 189,696 38,017

Other 723 20 9 13 765 547

271,220 1,592 566 10,125 283,503 130,690

Employee contributions 71,221 713 531 2,248 74,713 70,918

Employer contributions 72,835 1,415 470 2,341 77,061 68,778

Interfund transfers (63,267) 54,794 7,918 555 - -

80,789 56,922 8,919 5,144 151,774 139,696

Total increase in assets 352,009 58,514 9,485 15,269 435,277 270,386

Decrease in Net Assets

Administrative expenses

Investment services 7,136 42 28 166 7,372 7,187

Inv. trans costs (Note 10) 1,163 - - - 1,163 278

Salaries and employment cost 1,726 58 25 35 1,844 1,698

Operations 885 30 12 18 945 739

Membership control 150 5 2 3 160 144

Admin. expense (recovery) (914) (31) (13) (18) (976) (937)

10,146 104 54 204 10,508 9,109

Equity repayments 112,189 13,748 2,124 1,105 129,166 142,988

Variable benefit payments 12,588 5,508 868 114 19,078 15,228

Equity transferred to Pensions Fund 27,796 7,668 598 - 36,062 34,380

152,573 26,924 3,590 1,219 184,306 192,596

Total decrease in assets 162,719 27,028 3,644 1,423 194,814 201,705

Increase in Net Assets 189,290 31,486 5,841 13,846 240,463 68,681

Net Assets, Beginning of year 3,143,657 98,111 35,363 59,674 3,336,805 3,268,124

Net Assets, End of year 3,332,947 129,597 41,204 73,520 3,577,268 3,336,805
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