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Nova Scotia Public Service
Long Term Disability Plan Trust Fund

We have audited the accompanying financial statements of the Nova Scotia Public 
Service Long Term Disability Plan Trust Fund (the “Plan”), which comprise the statement 
of financial position as at December 31, 2014, the statement of changes in net assets 
available for benefits and the statement of changes in accrued liability for benefit 
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.

AUDITOR’S 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 
auditor’s judgment, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. 
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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 Nova Scotia Public Service Long Term Disability Plan Trust 
Fund as at December 31, 2014, and the results of its financial performance for the year 
then ended in accordance with Canadian accounting standards for pension plans. 

Halifax, Nova Scotia

April 30, 2015      Chartered Accountants
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
STATEMENT OF FINANCIAL POSITION

Contingencies (Note 10)

SIGNED ON BEHALF OF THE BOARD OF TRUSTEES

 
Chair Chief Executive Officer
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DECEMBER 31 2014 2013

ASSETS

Investment assets (Note 4) $   144,566,753 $   135,185,227

Cash held for operations 3,196,023 1,386,132

Contributions receivable

Premiums

Employer 331,707 501,459

Employee 331,707 501,459

EI rebates 89,687 106,826

OTHER ASSETS

Deposit held with Manulife 1,550,000 1,550,000

Other receivables 61,638 23,498

Capital assets (Note 5) 14,061 17,223

150,141,576 139,271,824

LIABILITIES

Accounts payable 4,395,666 2,317,497

NET ASSETS AVAILABLE FOR BENEFITS 145,745,910 136,954,327

Accrued liability for benefits (Note 6) 78,120,000 70,679,000

SURPLUS $   67,625,910 $   66,275,327

See accompanying notes to the financial statements.
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

YEAR ENDED DECEMBER 31 2014 2013

REVENUE

Investment income (Note 8) $   4,461,168 $   4,443,418

Changes in the fair value of investment assets 4,990,340 5,575,831

9,451,508 10,019,249

Contributions

Premiums

Employer 6,813,581 6,607,558

Employee 6,813,581 6,607,558

EI premium rebates 1,670,480 1,763,052

15,297,642 14,978,168

24,749,150 24,997,417

EXPENSES

Benefits paid (Note 11) 13,364,965 13,027,297

Program administration (Note 12) 1,378,979 1,585,934

Administrative expenses (Note 13) 803,870 876,899

Investment expenses (Note 14) 409,753 356,895

15,957,567 15,847,025

INCREASE IN NET ASSETS AVAILABLE  
FOR BENEFITS 8,791,583 9,150,392

NET ASSETS AVAILABLE FOR BENEFITS,  
BEGINNING OF YEAR 136,954,327 127,803,935

NET ASSETS AVAILABLE FOR BENEFITS,  
END OF YEAR $   145,745,910 $   136,954,327

See accompanying notes to the financial statements.
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Nova Scotia Public Service
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
STATEMENT OF CHANGES IN ACCRUED LIABILITY FOR BENEFIT

YEAR ENDED DECEMBER 31 2014 2013

ACCRUED LIABILITY FOR BENEFIT,  
BEGINNING OF YEAR $   70,679,000 $   69,156,000

CHANGE IN ACCRUED LIABILITY FOR BENEFIT

Changes in actuarial assumptions 5,956,000 -

Interest accrued on benefits 2,126,000 2,067,000

Experience losses (3,101,000) -

Benefits accrued 13,732,000 12,483,000

Benefits paid (13,365,000) (13,027,000)

Indexing costs 2,093,000 -

7,441,000 1,523,000

ACCRUED LIABILITY FOR BENEFIT, END OF YEAR $   78,120,000 $   70,679,000

See accompanying notes to the financial statements.
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1. DESCRIPTION OF PLAN

The following description of Nova Scotia Public Service Long Term Disability Plan 
(the “Plan”) is a summary only. For more complete information, reference should be 
made to the Plan text.

GENERAL

The Plan was established to provide a long-term disability plan for the employees 
of the Province of Nova Scotia and such other employee groups as approved by  
the Trustees.

The Plan was established by Order in Council dated September 26, 1985.

The Plan was established by Agreement and Declaration of Trust dated  
December 23, 1985 and amended November 10, 2004.

Claimants’ benefits became effective May 1, 1985 for employees who, at that time, 
met prescribed eligibility requirements.

PLAN AMENDMENTS

The following is a description of the Plan amendments effective January 1, 2009:

• The premium rate has been reduced by 25% for all Plan members 
• Coverage has been extended to age 65 and over 
• Coverage beyond age 63 is limited to two years of benefits 
• Covered salary increased from $125,000 to $175,000 
• Increased benefit from 65% to 70% after three years in receipt of benefits 
• Rehabilitation income deducted is reduced from 50% to 35% after five years  
 in receipt of benefits 
• The 80% All Source Maximum increased to 90% after five years in receipt  
 of benefits

Effective January 1, 2013 the premium rate has been reduced by a further 38% for all 
plan members.

 

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS, DECEMBER 31, 2014
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014

2.  STATEMENT OF COMPLIANCE WITH CANADIAN ACCOUNTING 
STANDARDS FOR PENSION PLANS AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Canadian accounting 
standards for pension plans.

Accounting standards for pension plans apply to all pension plans as well as benefit 
plans with characteristics similar to pension plans (such as long term disability plans) 
and require entities to select accounting policies for accounts that do not relate to its 
investment portfolio or accrued benefit obligations in accordance with either Part I 
(International Financial Reporting Standards (“IFRS”)) or Part II (Canadian accounting 
standards for private enterprises (“ASPE”)) of the CPA Handbook. The Plan selected 
to apply Part II for such accounts on a consistent basis and to the extent that these 
standards do not conflict with the requirements of the accounting standards for 
pension plans.

(A) FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognized when the Plan becomes a party 
to the contractual provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from 
the financial assets expire, or when the financial asset and all substantial risks and 
rewards are transferred. A financial liability is derecognized when it is extinguished, 
discharged, cancelled or expires.

All financial assets and financial liabilities are initially measured at fair value. Fair 
value is an estimate of the amount of consideration that would be agreed upon in an 
arm’s-length transaction between knowledgeable, willing parties who are under no 
compulsion to act.

Financial assets and financial liabilities are subsequently measured as described below.

Cash held for operations
Cash held for operations is defined as cash on hand and is measured at fair value.

Investment assets and investment liabilities
All investment assets and investment liabilities are measured at fair value at the date of  

Audited Financial Statements
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2.  STATEMENT OF COMPLIANCE WITH CANADIAN ACCOUNTING 

STANDARDS FOR PENSION PLANS AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES (CONTINUED)

(A) FINANCIAL INSTRUMENTS (CONTINUED)

the statement of financial position in accordance with IFRS 13 Fair Value Measurement 
in Part I of the CPA Handbook. Fair values of the investment assets and liabilities are 
determined as follows:

 1. Short-term notes and deposits are valued at closing bid prices.

 2.  Bonds and other fixed income securities are valued at closing bid prices. 
Where the bid price is not available, fair value is calculated using discounted 
cash flows based on current market yields of instruments with similar 
characteristics.

 3.  Pooled funds are valued at the unit value supplied by the pooled fund 
administrator and which represent the Plan’s proportionate share of underlying 
net assets at fair value determined using closing bid prices.

 4. Equities are valued at quoted closing bid prices.

Transaction costs are not included in the fair value of investment assets and investment 
liabilities either on initial recognition or on subsequent re-measurement. Transaction 
costs are included in the statement of changes in net assets available for benefits as 
part of expenses incurred in the period.

Investment income, excluding changes in the fair value of investment assets, and 
changes in the fair value of investment assets is presented in the statement of changes 
in net assets available for benefits. 

Contributions and other receivables
Contributions and other receivables are measured at amortized cost using the effective 
interest method. Discounting is omitted where the effect of discounting is immaterial.

Deposit held with Manulife
The deposit held with Manulife consists of cash, as required under terms of agreement 
with Manulife Financial to provide a float for monthly benefit payments and is recorded 
at fair value. 

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014

2.  STATEMENT OF COMPLIANCE WITH CANADIAN ACCOUNTING 
STANDARDS FOR PENSION PLANS AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES (CONTINUED)

(A) FINANCIAL INSTRUMENTS (CONTINUED)

Financial liabilities
Financial liabilities are measured subsequently at amortized cost using the effective 
interest method.

(B) INVESTMENT INCOME

Income from investments is recognized on an accrual basis and includes both dividend 
income and interest income.

(C) CHANGES IN THE FAIR VALUE OF INVESTMENT ASSETS

This includes both realized gains or losses on sale of investments and unrealized gains 
or losses on investments.

Realized gains or losses on sale of investments are the difference between the proceeds 
received and the cost of investments sold.

Unrealized gains or losses on investments represent the difference between the 
carrying value at the year end and the carrying value at the previous year end or 
purchase value during the year, less the reversal of previously recognized unrealized 
gains and losses in respect of disposals during the year.

(D) CONTRIBUTIONS

Revenue from premiums and EI premium rebates are recognized as they become 
receivable. Premiums and EI premium rebates both relate to required contribution 
payments which are evenly split by both employer and employee.

(E) BENEFITS PAID 

Benefit payments to Plan members are recorded in the period in which they are paid.

Audited Financial Statements



35www.nsps-ltd.com

14Annual Report

2.  STATEMENT OF COMPLIANCE WITH CANADIAN ACCOUNTING 
STANDARDS FOR PENSION PLANS AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES (CONTINUED) 

(F) CAPITAL ASSETS

Computer and office equipment and software are recorded at cost and amortized at 
the annual rate of 30% using the declining balance method. Amortization is calculated  
at one-half of the normal annual rate in the year of acquisition; no amortization is 
recorded in the year of disposal.

(G) ESTIMATION UNCERTAINTY

When preparing the financial statements, management undertakes a number of 
judgments, estimates and assumptions about recognition and measurement of assets, 
liabilities, revenue and expenses. The actual results are likely to differ from the 
judgments, estimates and assumptions made by management, and will seldom equal 
the estimated results. Information about the significant judgments, estimates and 
assumptions that have the most significant effect on the recognition and measurement 
of assets, liabilities, revenue and expenses are discussed below.

Fair value of financial instruments
Management uses valuation techniques in measuring the fair value of financial 
instruments, where active market quotes are not available. Details of the assumptions 
used are given in the notes regarding financial assets and liabilities. In applying the 
valuation techniques management makes maximum use of market inputs, and uses 
estimates and assumptions that are, as far as possible, consistent with observable data 
that market participants would use in pricing the instrument.

Where applicable data is not observable, management uses its best estimate about 
the assumptions that market participants would make. These estimates may vary 
from the actual prices that would be achieved in an arm’s length transaction at the 
reporting date.

Accrued liability obligation
Management estimates the accrued liability obligation annually with the assistance 
of an independent actuary; however, the actual outcome may vary due to estimation 
uncertainties. The estimate of its accrued liability obligation of $78,120,000 (2013: 
$70,679,000) is based on industry standard disability recovery tables. 

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014

3. RELATED PARTY TRANSACTIONS

During the year, the Trustees attended meetings and educational conferences as part of 
their on-going governance responsibilities for the Plan. The expenses associated with 
these activities have been paid for by the Plan and are disclosed separately on the face 
of the financial statements. At year end, there were no significant amounts payable to 
the Trustees.

4. INVESTMENT ASSETS

2014 2013

Short-term notes & deposits $   1,531,794 $   1,688,747

Bonds & debentures 90,087,324 84,980,200

Pooled funds 52,947,635 48,516,280

$   144,566,753 $   135,185,227

5. CAPITAL ASSETS

2014 2013

COST
ACCUMULATED 
DEPRECIATION NET BOOK VALUE NET BOOK VALUE

Computer &  
office equipment $   134,623 $   120,840 $   13,783 $   16,826

Software 9,109 8,831 278 397

$   143,732 $   129,671 $   14,061 $   17,223

 
6. ACCRUED LIABILITY FOR BENEFITS

The Plan’s Actuary has provided the following regarding the Plan’s accrued liability 
for benefits: 

  An actuarial valuation of the liabilities of the LTD Plan was completed as at 
December 31, 2014. This valuation estimated the liabilities for the Plan to be $78.1 
million at the valuation date. This figure includes both active in-force claims as of the 
valuation date and an allowance for claims incurred before the valuation date but 

Audited Financial Statements
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6. ACCRUED LIABILITY FOR BENEFITS (CONTINUED)

 not yet reported or adjudicated. It also includes a provision for future administrative  
 expenses on claims incurred as of the valuation date. The market value of the assets  
 in the Trust at December 31, 2014 was $145.7 million, resulting in a funding margin  
 of $67.6 million. 

  The estimated additional cost to provide ad hoc indexing to claims in payment at 
year end 2015 and 2016 is $2.1 million.

  The Board has identified two additional measures to assess the adequacy of the 
funding margin and funded ratio. The first measure uses the Minimum Capital 
and Continuing Surplus Requirements (MCCSR) established by the Office of the 
Superintendent of Financial Institutions (OSFI) for insurance companies insuring 
similar disability programs; the estimated minimum target surplus on this basis is 
$22.0 million. The second measure defines a target contingency reserve that would 
be required to enable the plan to withstand adverse conditions over the next 5 
year period; the desired surplus on this basis is estimated to be $42.9 million. The 
Trust’s financial position at December 31, 2014 represents security equal to roughly 
three times the minimum MCCSR requirement and over 1.5 times the target 
contingency reserve.

  The data used in the valuation was provided by the claims administrator. Numerous 
tests were performed to assess the reasonableness and completeness of the data for 
the actuarial valuation. 

  The actuarial basis used for the December 31, 2014 valuation is largely the same 
as that used for the December 31, 2012 valuation. However, the approach for 
recognizing future administrative expenses has been updated. The current valuation 
includes a provision for future administrative expenses on claims incurred as of the 
valuation date equal to 8.5% of expected benefit payments. This provision is meant 
to cover all future administrative expenses on claims incurred as of the valuation 
date independent of the ongoing operation of the Plan. The previous valuation only 
included a liability to cover future rehabilitation expenses on incurred claims 

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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6. ACCRUED LIABILITY FOR BENEFITS (CONTINUED)

 and the balance of operating expenses was funded by current year premiums.   
 The introduction of a comprehensive liability for future administrative expenses is in  
 accordance with emerging actuarial best practices for plans of this type. 

  The liability and funded position as at December 31, 2014 have been reconciled with 
the results of the December 31, 2012 actuarial valuation. The Plan’s funding margin 
increased by $9.0 million since the last valuation (after allowing for the $2.1 million 
cost of claims indexing for 2015 and 2016). The main reasons for this improvement 
in funding position are investment returns in 2013 and 2014 greater than assumed 
in the previous valuation (3.0%), and experience gains on claims active at the 
last valuation, net of the cost of ad hoc indexing. The improvement is somewhat 
tempered by an increase in the liability due to the new approach for recognizing 
future administrative expenses. 

  Additional details on the valuation data, assumptions, methodology and results can 
be found in the formal actuarial report as at December 31, 2014.

  The Trust has adopted a biennial schedule for valuation; accordingly the next formal 
actuarial valuation of the Trust is scheduled for December 31, 2016.

7. FINANCIAL RISK FACTORS

Financial instruments risk exposure and measurement
The Plan is exposed to various risks in relation to its investment portfolio, consisting 
of investment assets and investment liabilities. The main types of risks are market risk, 
credit risk and liquidity risk.

The Plan’s risk management is coordinated by management with the investment 
manager, at the direction of the Board of Trustees, and focuses on actively securing the 
Plan’s short-to- medium-term cash flows by ensuring appropriate liquidity. Long-term 
financial investments are managed to generate lasting returns.

The Plan does not actively engage in the trading of financial assets for speculative 
purposes nor does it write options. The most significant financial risks to which the Plan 
is exposed are described below. 

 

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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7. FINANCIAL RISK FACTORS (CONTINUED) 

(A) MARKET RISK

Market risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate because of changes in market prices. For purposes of this disclosure, the 
Plan segregates market risk into three categories: interest rate risk, currency risk and 
other price risk.

i. Interest rate risk 
Interest rate risk refers to the effect on the market value of the Plan’s assets  
and liabilities due to fluctuations in interest rates. The value of the Plan’s  
assets is affected by short-term changes in nominal and real interest rates. 

As of December 31, 2014, the Plan had the following exposure to interest rate risk:

FAIR VALUE
IMPACT OF A 1% ABSOLUTE CHANGE  
IN INTEREST RATES ON NET ASSETS

2014
Cash held for operations $   3,196,023 $   31,960

Short term notes & deposits 1,531,794 15,318

Bonds & debentures 90,087,324 900,873

$   94,815,141 $   948,151

2013
Cash held for operations $   1,386,132 $   13,861

Short term notes & deposits 1,688,748 16,887

Bonds & debentures 84,980,200 849,802

$   88,055,080 $   880,550
 
 
In practice, the actual results may differ from this sensitivity analysis and the difference 
could be material. 

ii. Currency risk 
Most of the Plan’s transactions are carried out in Canadian dollars. Exposure to 
currency exchange rates arise from the Plan’s investments in foreign denominated 
currencies.

To mitigate the Plan’s exposure to foreign currency risk, non-Canadian dollar cash 
flows are monitored.

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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7. FINANCIAL RISK FACTORS (CONTINUED) 
(A) MARKET RISK (CONTINUED) 

ii. Currency risk (Continued) 

Foreign currency exposure arises from the holding of investments denominated in 
foreign currencies. Fluctuations in the relative value of foreign currencies against 
the Canadian dollar can result in a positive or negative effect on the fair value of 
investments. As of December 31, 2014 there was exposure to currency risk from 
United States dollars holdings in the amount of $3,055,487 (2013 – nil) which would 
have an impact of a 10% absolute change in exchange rate on net assets of $305,549 
(2013 – nil).

In practice, the actual trading results may differ from this sensitivity analysis and the 
difference could be material.

iii. Other price risk
Other price risk is the risk that the value of financial instruments will fluctuate as 
a result of changes in market prices, other than those arising from interest rate 
risk or currency risk. Securities held for trading are valued at market and, as such, 
changes in market value affect net assets available for benefit as they occur. The Plan 
periodically assesses the quality of its investments and is satisfied with the current 
investments in place.

The carrying amounts for receivables and accounts payable on the balance sheet 
approximate fair value due to their short-term maturity. The Plan is primarily exposed 
to other price risk as a result of investments held. The fair value of these investments 
is based on quoted market prices of the underlying investments within each of the 
investment accounts.

The following table demonstrates the sensitivity to a 5% absolute change in the fair 
value of the Plan’s investments which are exposed to price risk:

FAIR VALUE
IMPACT OF A 5% ABSOLUTE CHANGE  

IN FAIR VALUE ON NET ASSETS

2014

Canadian pooled funds $   52,947,635 $   2,647,382

2013

Canadian pooled funds $   48,516,280 $   2,425,814

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014

Audited Financial Statements



41www.nsps-ltd.com

14Annual Report

7. FINANCIAL RISK FACTORS (CONTINUED) 
(A) MARKET RISK (CONTINUED) 

iii. Other price risk (Continued)

Since all other variables are held constant in assessing price risk sensitivity, it is possible 
to extrapolate a 5% absolute change in the fair value to any absolute percentage 
change in fair value.

In practice, the actual trading results may differ from this sensitivity analysis and the 
difference could be material. 
 
(B) CREDIT RISK 

The Plan is exposed to the risk that a counterparty defaults or becomes insolvent. 
Financial instruments that potentially subject the Plan to concentrations of credit risk 
are as follows:

2014 2013

Cash held for operations $   3,196,023 $   1,386,132

Short-term notes & deposits 1,531,794 1,688,747

Bonds & debentures 90,087,324 84,980,200

Contributions receivables 663,414 1,002,919

Deposit held with Manulife 1,550,000 1,550,000

$   97,028,555 $   90,607,998

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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7. FINANCIAL RISK FACTORS (CONTINUED)

(B) CREDIT RISK (CONTINUED) 
Below is the Plan’s exposure to credit risk by credit rating for bonds and debentures:

The Plan manages its credit risks on contributions receivable by reviewing each 
outstanding account and determining the collectability based on its knowledge  
of the participating employers’ situations. All contributions receivable are  
considered to be current.

Management believes that the Plan is not exposed to significant credit risks on its other 
receivables.

(C) LIQUIDITY RISK

Liquidity risk is the risk that the Plan will not be able to meet its obligations as 
they fall due. Management believes that cash flows generated from its investment 
assets and monthly contributions will be sufficient to cover its normal operating 
expenditures. The Plan monitors cash flows to ensure there is sufficient cash on hand 
to meet its obligations.

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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CREDIT RATING 2014 2013

AAA $   42,608,060 $   20,712,911

AA 4,206,943 10,196,572

AA- 308,928 -

A+ 10,184,117 -

A 7,374,403 38,869,126

A- 14,437,414 -

BBB+ 4,224,092 -

BBB 4,448,563 11,886,456

Other 2,294,804 3,315,135

$   90,087,324 $   84,980,200
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7. FINANCIAL RISK FACTORS (CONTINUED) 

(C) LIQUIDITY RISK (CONTINUED) 

 
The following fair value hierarchy table presents information about the Plan’s assets 
measured at fair value on a recurring basis:

NOVA SCOTIA PUBLIC SERVICE
LONG TERM DISABILITY PLAN TRUST FUND
NOTES TO FINANCIAL STATEMENTS, DECEMBER 31, 2014
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Fair value disclosure
The financial instruments recognized at fair value on the statement of financial position must be 
classified as one of three fair value hierarchy levels. These levels reflect the significance of the 
input used in making the fair value measurements. The three levels of the fair value hierarchy are as 
follows:

 Level 1
  Inputs that reflect unadjusted quoted prices in active markets for identical assets  

or liabilities that the Investment Manager has the ability to access at the  
measurement date.

 Level 2
   Inputs other than quoted prices that is observable for the asset or liability either directly or 

indirectly, including inputs in markets that are not considered to be active.

 Level 3
  Inputs that are unobservable. There is little if any market activity. Inputs into the determination 

of fair value require significant management judgment or estimation.

FINANCIAL ASSETS AT FAIR VALUE AS AT DECEMBER 31, 2014

Level 1 Level 2 Level 3 Total

Cash held for operations $   3,196,023 $                        - $                   - $   3,196,023

Short-term notes & deposits 509,075 1,022,719 - 1,531,794

Bonds & debentures - 90,087,324 - 90,087,324

Deposit held with Manulife 1,550,000 - - 1,550,000

Pooled funds - 52,947,635 - 52,947,635

$   5,255,098 $   144,057,678 $                   - $   149,312,776
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7. FINANCIAL RISK FACTORS (CONTINUED) 

(C) LIQUIDITY RISK (CONTINUED) 

Fair value disclosure (continued)

 

At year end, the Plan’s financial assets and liabilities did not include any amounts 
classified in Level 3 using valuation techniques based on significant inputs that are not 
based on observable market data. There were no transfers from a Level 3 classification 
in the prior year.

 
8. INVESTMENT INCOME

2014 2013

Income from investment assets

Cash held for operations $   16,830 $   23,821

Short-term notes & deposits 7,257 9,827

Bonds & debentures 2,977,123 2,971,718

Pooled funds 1,459,958 -

Equities - 1,438,052

$   4,461,168 $   4,443,418
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FINANCIAL ASSETS AT FAIR VALUE AS AT DECEMBER 31, 2013

Level 1 Level 2 Level 3 Total

Cash held for operations $   1,386,132 $                   - $                   - $   1,386,132

Short-term notes & deposits 689,856 998,892 - 1,688,748

Bonds & debentures - 84,980,200 - 84,980,200

Deposit held with Manulife 1,550,000 - - 1,550,000

Pooled funds - 48,516,280 - 48,516,280

$   3,625,988 $   134,495,372 $                   - $   138,121,360
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9. CAPITAL RISK MANAGEMENT

The Plan employs a capital management plan, a Statement of Investment Policies 
and Procedures (“SIPP”), that is reviewed annually by the Board of Trustees. The SIPP 
dictates the Plan’s approach to growth, credit quality and profitability objectives. 

The overall objectives in investing the assets of the Plan are to ensure sufficient 
liquidity to support its financial obligations, to continue to provide benefits in the 
best interest of its members, to remain financially self-sufficient and to preserve 
and enhance the value of capital through adequate diversification in high quality 
investments and achieve the highest investment return that can be obtained with the 
assumption of an acceptable degree of risk. The Plan monitors its capital structure and 
makes adjustments to it with reference to changes in economic conditions and risk 
characteristics associated with its underlying assets.

10. CONTINGENCIES

As at December 31, 2014, the Plan was involved in certain litigation and claims. The 
outcome of such litigation and claims is inherently difficult to predict; however, in the 
opinion of management, any liability which may arise from such contingencies would 
not have a significant adverse effect on the financial statements.

11. BENEFITS PAID

2014 2013

CPP recoveries $   (574,099) $   (721,416)

Disability benefits paid 14,062,992 14,092,915

Subrogation recoveries (117,895) (344,202)

WCB recoveries (6,033) -

$   13,364,965 $   13,027,297
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12. PROGRAM ADMINISTRATION

2014 2013

Plan administration services $   880,025 $   965,173

Rehabilitation program 323,875 358,259

Short-term illness program 151,987 249,002

Medical appeal hearings 23,092 13,500

$   1,378,979 $   1,585,934

 
13. ADMINISTRATIVE EXPENSES

2014 2013

Actuarial valuation $   20,000 $   23,950

Amortization 5,521 6,711

Audit and accounting 19,748 33,024

Legal 79,542 77,298

Public relations and professional development 47,323 43,910

Rent 50,728 49,443

Salaries 377,028 388,738

Projects 65,820 136,520

Secretarial and office 76,309 51,600

Trustees’ expenses 61,851 65,705

$ 803,870 $ 876,899
 
 
14. INVESTMENT EXPENSES

2014 2013

Investment manager $   344,678 $   293,716

Investment custodian 59,325 57,429

Performance measurement 5,750 5,750

$   409,753 $   356,895
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