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Independent Auditor’s Report

To the Board of Trustees of
The City of Saint John Shared Risk Pension Plan

Opinion

We have audited the fund financial statements of the City of Saint John Shared Risk Pension Plan

(the “Plan”), which comprise the statement of net assets available for benefits as at December 31, 2023,
and the statements of changes in net assets available for benefits for the year then ended, and notes to

the fund financial statements, including a summary of significant accounting policies (collectively referred
to as the “fund financial statements”).

In our opinion, the accompanying fund financial statements present fairly, in all material respects, the net
assets available for benefits of the Plan as at December 31, 2023, and the changes in net assets available
for benefits for the year then ended in accordance with the financial reporting provisions of Section 9(9)
of the New Brunswick Regulation 91-195 under the Pension Benefits Act (0.C. 91-1060).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards

(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Fund Financial Statements section of our report. We are independent
of the Plan in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Emphasis of Matter - Basis of Accounting

We draw attention to Note 2 to the fund financial statements, which describes the basis of accounting.
The fund financial statements are prepared to assist the Board of Trustees of the Plan to meet the
requirements of the Financial and Consumer Services Commission Office of the Superintendent of
Pensions. As a result, the fund financial statements may not be suitable for another purpose. Our opinion
is not modified in respect of this matter.

Responsibilities of Management and Those Charged with Governance for the Fund
Financial Statements

Management is responsible for the preparation and fair presentation of the fund financial statements in
accordance with the financial reporting provisions of Section 9(9) of the New Brunswick Regulation
91-195 under the Pension Benefits Act (0.C. 91-160), and for such internal control as management
determines is necessary to enable the preparation of fund financial statements that are free from
material misstatement, whether due to fraud or error.



In preparing the fund financial statements, management is responsible for assessing the Plan’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Plan or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Plan’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Fund Financial Statements

Our objectives are to obtain reasonable assurance about whether the fund financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian GAAS will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the fund financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Plan’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Plan’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report
to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Plan to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the fund financial statements, including
the disclosures, and whether the fund financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Kelotte (1P

Chartered Professional Accountants
Saint John, New Brunsiwck
June 6, 2024



STATEMENT OF NET ASSETS

AVAILABLE FOR BENEFITS
As at December 31
2023 2022
$ $
Financial Assets
Investments, at fair value [Note 5]
Bonds 41,192,666 39,237,537
Fixed income pooled funds 251,590,814 239,212,232
Stocks 61,968,856 121,005,262
Equity pooled funds 317,633,408 231,981,570
Real estate funds 137,828,606 112,942,113
810,214,350 744,360,714
Cash, notes and short-term deposits [Note 3] 14,074,355 21,628,693
HST receivable 40,443 43,804
Due from the City of Saint John 292,429 240,973
Special funding due from the City of Saint John [Note 4] 2,376,220 1,325,115
Accrued interest and dividends 406,615 571,262
827,404,412 768,170,561
Financial Liabilities
Accounts payable 229,789 253,626
Net assets available for benefits 827,174,623 767,916,935
Contingency [Note 7]
The accompanying notes are an integral part of the financial
Statements.
On behalf of the Trustees:
Trustee Trustee




STATEMENT OF CHANGES IN NET ASSETS

AVAILABLE FOR BENEFITS
Year ended December 31
2023 2022
$ $
Increase in assets
Contributions [Note 6]
The City of Saint John 20,435,379 19,712,020
Employees 6,515,031 6,699,214
26,950,410 26,411,234
Investment income
Fixed income 9,547,500 13,274,205
Equity income 12,826,384 31,949,824
Other income 200,808 95,226
Foreign exchange (loss) gain (313,007) 15,120
22,216,685 45,334,375
Realized change in fair value of investments 37,774,161 7,829,617
Unrealized gain (loss) in fair value of investments 11,303,352 (68,160,005)
Realized (loss) on hedging (1,739,458) (11,989,706)
Unrealized gain on hedging 7,022,413 488,129
54,360,468 (71,831,965)
103,572,563 (86,356)
Decrease in assets
Pension payments 40,033,053 38,242,276
Contributions and interest refunded to participants 1,605,628 777,100
Administrative expenses [Schedule] 2,676,194 2,929,066
44,314,875 41,953,439
Net increase (decrease) in net assets available for benefits 59,257,688 (42,039,795)
Net assets available for benefits, beginning of year 767,916,935 809,956,730
Net assets available for benefits, end of year 827,174,623 767,916,935

The accompanying notes are an integral part of the financial

Statements.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

1. PLAN SUMMARY

The City of Saint John Pension Plan (Former CSJ Plan) was converted to The City of Saint John
Shared Risk Plan (the “Plan”) effective January 1, 2013. The purpose of the Plan is to provide
secure benefits to members of the plan without an absolute guarantee but with a risk focused
management approach delivering a high degree of certainty that base benefits can be met in the vast
majority of potential future economic scenarios. As a shared risk plan, all future cost of living
adjustments for current and future retirees and other ancillary benefits under the Plan shall be
provided only to the extent that funds are available for such benefits, as determined by the board of
trustees in accordance with applicable laws and the Plan’s funding policy.

The assets of the Plan are held by RBC Dexia Investor Services which acts as custodian of the Plan.
The assets of the Plan are managed by twelve different investment managers who have discretionary
investment authority within the investment mandates given to them by the board of trustees. The
performance of the Plan relative to others is measured on a regular basis by Element Consulting
Group.

The following features of the Plan are a summary only. For more complete information, refer to the
Plan agreement.

Significant features of the Plan are as follows:

» For service prior to January 1, 2013, the Plan provides for pensions on the defined benefit basis
at the rate of 2% per year of service times the average of the three consecutive years of service
having the highest salary. Upon conversion to shared risk, the targeted benefit basis for service
earned after the conversion date is now 1.8% per year of service times the salary (excluding
overtime pay) earned during the relevant year to a maximum salary of $159,521.

» For service prior to January 1, 2013, the Plan provides indexing at the rate of 1% per year on the
basis of service between January 1, 1975, and December 31, 1992, and at the rate of 2% after
January 1, 1993. The shared risk pension plan extinguishes all accrued rights to automatic future
indexing. These automatic adjustments have been replaced by contingent indexing as permitted
by the funding policy.

e Under the shared risk model, initial required contributions are based on covered payroll
(excluding overtime) and are 9% for employees, with the exception that the contributions are
12% for employees in International Association of Fire Fighters (“IAFF”) and the Saint John
Police Association (“SJPA”). The IAFF and SJPA rates are subject to approval from the Canada
Revenue Agency under the /ncome Tax Act. Members in public safety occupations who accept
a non-union position will have a one-time opportunity to elect to continue to contribute at the
higher rate. The employer will make initial matching contributions of 11.4% and 15.2%,
respectively, representing an average contribution rate of 13% of covered payroll. The initial
contribution rates for both employee and employer may be subject to change as a result of the
triggering mechanism and limitations imposed by the shared risk funding policy.

e Under shared risk, the vesting date is defined as the earlier of five years of continuous
employment with the employer or two years of membership in the Plan.

»  The date of a pensioner’s normal retirement is their 65" birthday.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

1. PLAN SUMMARY (continued)

o Upon the death of a member who has not attained the vesting date, the member’s own
contributions to the Plan with accumulated interest shall be paid to the member’s surviving
spouse or beneficiary. Upon the death of a member who has attained the vesting date, a death
benefit is payable to a surviving spouse, dependent, beneficiary, or the member’s estate, as
applicable as outlined in detail by the Plan agreement.

* In the event of a member’s termination of employment, other than through death, prior the
member’s vesting date, the member shall be entitled to a refund of the total amount of the
member’s own contributions to the Plan with accumulated interest. A pensioner with vested
funds may request the board to have their funds transferred to another pension fund, a retirement
saving plan, or an annuity purchased for them.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

These fund financial statements have been prepared in accordance with the significant accounting
policies set out below to comply with the accounting requirements prescribed in Section 9(9) of the
New Brunswick Regulation 91-195 under the Pension Benefits Act (O.C. 91-1060).

Section 4600, Pension Plans, of the Chartered Professional Accountants of Canada (“CPA Canada”)
Handbook — Accounting is the underlying accounting standards to the framework prescribed by
Section 9(9) the New Brunswick Regulation 91-195 under the Pension Benefits Act (O.C. 91-1060).
Canadian accounting standards for private enterprises as set out in the CPA Handbook — Accounting
have been chosen for accounting policies that do not relate to the Plan’s investment portfolio, to the
extent that those standards do not conflict with the requirements of Section 4600.

The fund financial statements are prepared in accordance with the Canadian accounting standards
for pension plans in Part IV of the CPA Canada Handbook — Accounting, except for items relating
to pension obligations alone:

» the statement of financial position excludes pension obligations and any related surplus or
deficit. Accordingly, this statement must be entitled “Statement of changes in net assets
available for benefits”.

» the statement of changes in pension obligations is not presented.

» disclosures about pension obligations are not presented.

Valuation of investment assets and liabilities

Investment assets and liabilities are stated at their fair values in the statement of net assets
available for benefits. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between arm’s length market participants at the
measurement date. If the financial instrument has a quoted price in an active market, the quoted
price is the fair value of the financial instrument. If the financial instrument does not have a quoted
price in an active market or if the market for a financial instrument is not active, fair value is
established by using a valuation technique.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Valuation techniques include using recent arm's length market transactions between
knowledgeable, willing parties, if available, reference to the current fair value of another
instrument that is substantially the same, discounted cash flow analysis and option pricing models.
If there is a valuation technique commonly used by market participants to price the instrument and
that technique has been demonstrated to provide reliable estimates of prices obtained in actual
market transactions, that technique is used. A valuation technique incorporates all factors that
market participants would consider in setting a price. Fair value is estimated on the basis of the
results of a valuation technique that makes maximum use of market inputs and relies as little as
possible on entity-specific inputs.

Pooled fund and earnings

Certain of the Plan’s investments are held via units of pooled funds. Income earned on these funds
is retained within the fund and reflected as part of the current period change in market values of
investments.

Foreign currency translation

Investments denominated in United States [“US”] dollars are translated at the year-end rate of
exchange. Foreign exchange gains and losses are included as a component of the current period
change in fair value of investments.

Hedging

The Plan utilizes currency hedges to manage the risk of market fluctuations in its investments
denominated in US dollars. At year-end, the hedges are measured at fair value on the statement of
changes in net assets available for benefits.

Transaction costs

All transaction costs in respect of purchases and sales of investments are recorded as part of
investment management expenses in the statement of changes in net assets available for benefits.

Contributions

Contributions due to the Plan are recorded on an accrual basis. Transfers to the Plan and purchases
of prior service are recorded when cash is received.

Benefits

Payments of pensions, refunds, and transfers out of the Plan are recorded in the period in which
they are payable.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of estimates and accounting judgments

Preparation of the fund financial statements requires management to make estimates and
assumptions, based on the information available as at the date of the fund financial statements,
which affect the reported values of assets and liabilities, and related income and expenses. Such
estimates and assumptions affect primarily the fair value of investments. Actual results could
differ from those presented.

3. CASH, NOTES AND SHORT-TERM DEPOSITS

2023 2022
$ $
Cash 12,957,800 4,403,700
Notes 1,116,555 2,228,812
Short-Term Investment Fund - 14,996,181
14,074,355 21,628,693

4. SPECIAL FUNDING DUE FROM THE CITY OF SAINT JOHN

The City of Saint John is required to make temporary contributions to the Shared Risk Pension Plan
of 17% of earnings of all employees who are members of the Plan that will cease on March 31,
2028, or when the Plan achieves an open group funded ratio, as defined by the Pension Benefits Act,
of 150%, if earlier subject to the Income Tax Act.

The accrual at the end of the year relating to the special funding is $2,376,220 (2022 - $1,325,115).
5. FINANCIAL INSTRUMENTS

The Plan’s financial instruments consist of cash and short-term notes, accounts receivable,
temporary, and long-term investments, accounts payable and amounts due from the City of Saint
John.

All items except investments and due from the City of Saint John are recorded at amortized cost.

The Plan is subject to financial risks as a result of its investment activities. These risks include
market risk, credit risk, liquidity risk and fair value measurement risk. The Plan manages these
financial risks in accordance with the New Brunswick Pension Benefits Act, applicable regulations,
and the Plan’s investment policies and procedures.

The investments of the Plan are managed utilizing a balanced approach, where the Plan invests in
bonds, stocks, pooled funds and real estate funds.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

5. FINANCIAL INSTRUMENTS (Continued)
Market risk

Market risk is the risk that the fair value or future cash flows of an investment will fluctuate because
of changes in market conditions. In accordance with the Plan’s policy, the Plan manages market
risk by investing in diversified investments, hedging and by utilizing fund performance managers.

Market risk consists of the following:

(a) Foreign currency risk

Foreign currency risk arises from investments that are 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 at December 31, 2023, the Plan has
equity investments denominated in foreign currencies through investments of pooled funds and
direct equities.

The Plan utilizes currency hedges to manage this risk to an approved percentage of these
investments. As at December 31, 2023, the Plan has currency forward contracts to purchase
$192,405,000 (2022 — $157,560,000) in US dollars at an average rate of 1.3216 (2022 — 1.3539).

The Plan’s underlying currency exposure in Canadian dollars consists of the following:

Impact of 1% absolute change

Fair value in foreign exchange rates on
net assets
2023 2022 2023 2022
$ $ $ $
Foreign equities and pooled g5 797777 247,645,682 2,857,978 2,476,457

funds

35.0% (2022 — 33.0%) of the Plan’s investment funds are invested in foreign currency in US dollar
and translated at the year-end rate of exchange.

(b) Interest rate risk

Interest rate risk refers to the effect on the fair value or future cash flows of an investment due to
fluctuations in interest rates. The Plan’s interest rate exposure arises from its investment in bonds
and in fixed income pooled funds, where those funds have underlying investments in fixed income
securities, which are all denominated in Canadian dollars.



The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

5. FINANCIAL INSTRUMENTS (Continued)
(c) Price risk

Price risk is the risk that the fair value of an investment will fluctuate because of changes in market
prices other than those arising from foreign currency or interest rate risk, whether those changes are
caused by factors specific to the individual investment or factors affecting all securities traded in
the market. This applies to all of the Plan’s investments.

The following table demonstrates the sensitivity of the Plan’s net assets to a 1% absolute change in
the fair value of investments which are exposed to price risk:

Impact of 1% absolute change

Fair value . .
in fair value on net assets
2023 2022 2023 2022
$ $ $ $
Total investments, at market 810,214,350 744360,714 8,102,143 7,443,607

Credit risk

Credit risk on financial instruments is the risk of financial loss occurring as a result of default or
insolvency of counterparty on its obligations to the Plan. The Plan’s exposure to credit risk is limited
to its investments in bonds and fixed income pooled funds where those funds have underlying
investments in debt securities. 36.1% (2022 — 37.4%) of the Plan’s investment funds are invested
in debt securities. In 2023, $39,304,235 (2022 — $35,579,328) of the Plan’s investments in bonds
were in Canadian Federal, Provincial, and Municipal bonds with credit ratings ranging from AAA
to AA- while $1,888,431 (2022 — $1,804,741) was invested in corporate bonds with credit ratings
ranging from A+ to BBB.

Liquidity risk

Liquidity risk is the risk of being unable to settle or meet commitments as they come due. These
commitments include payment of the Plan’s pension obligations. Liquidity risk is managed by
ensuring that the Plan invests in high quality investments which can be easily disposed of in an
active market.

Fair value measurement risk

Financial instruments measured at fair value are classified according to a fair value hierarchy that
reflects the importance of the data used to perform each evaluation. The fair value hierarchy is made
up of the following levels:

Level 1 — Valuation based on quoted prices in active markets for identical assets or liabilities;
Level 2 — Valuation techniques based on inputs other than quoted prices included in Level 1
that are observable for the asset or liability, either directly or indirectly; and

Level 3 — Valuation techniques with significant unobservable market parameters.

The fair value hierarchy requires the use of observable data on the market each time such data exists.
A financial instrument is classified at the lowest level of the hierarchy for which significant input
has been considered in measuring fair value.
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The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

5. FINANCIAL INSTRUMENTS (Continued)

December 31, 2023

Level 1 Level 2 Level 3 Total
$ $ $ $
Bonds - 41,192,666 - 41,192,666
F"f‘jl‘lid‘sncome pooled - 165,495,482 86,095,332 251,590,814
Stocks 61,968,856 - - 61,968,856
Equity pooled funds - 257,681,777 59,951,631 317,633,408
Real estate funds - - 137,828,606 137,828,606
Total 61,968,856 464,369,925 283,875,569 810,214,350
December 31, 2022
Level 1 Level 2 Level 3 Total
$ $ $ $
Bonds - 39,237,537 - 39,237,537
Fixed income pooled - 159,428,439 79,783,793 239,212,232
funds
Stocks 121,005,262 - - 121,005,262
Equity pooled funds - 120,470,610 11,510,960 231,981,570
Real estate - - 112,924,113 112,924,113
Total 121,005,262 319,136,586 304,218,866 744,360,714
Level 3 Investment Reconciliation
2023 2022
$ $

Beginning fair value 304,218,866 280,263,924
Acquisitions 65,468,860 51,695,991
Dispositions (48,810,992) (46,442,858)
Realized gain (loss) 6,907,718 429,025
Unrealized gain (43,908,883) 18,272,784
Ending fair value 283,875,569 304,218,866

(i) Bonds

Bonds represent fixed rate debt issued by Governments and for-profit organizations. The fair value

of these instruments is measured as the present value of the principal and interest receivable
discounted at the market interest rate.

(ii) Stocks

Quoted equities represent securities issued by entities that are traded on the TSX or other stock
exchanges. Fair value is measured as the quoted bid prices as at December 31, 2023.

(iii) Pooled funds

Pooled funds do not have a quoted price in active market. Fair value is based on net asset values,
obtained from the managers of the funds, which are determined with reference to the fair value of
the underlying listed investments of each fund.
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The City of Saint John Shared Risk Plan
Notes to Fund Financial Statements
December 31, 2023

5. FINANCIAL INSTRUMENTS (Continued)

(iv) Level 3 investments — fixed income pooled funds, equity pooled funds, real estate funds
Fixed income pooled funds, equity pooled funds, and real estate funds investments do not have
prices quoted in the active market. Fair value is based on valuation models which compute the
present value of the each investment's expected future cash flows. The inputs to these valuation
models are derived from observable market data and, where relevant, assumptions are made in
respect of unobservable inputs. Since the projected earnings of these entities are not supported by
prices from observable current market transactions, it is reasonably possible that changes in these
best estimate assumptions would change the fair value of these investments significantly.

6. CONTRIBUTIONS
2023 2022
$ $
The City of Saint John
Current service 8,693,702 8,748,513
Voluntary purchase of past service 18,437 12,650
Other - -
Temporary contributions 11,723,240 10,950,857
20,435,379 19,712,020
Employees
Current service 6,497,301 6,689,226
Voluntary purchase of past service 17,730 9,987
Other (stat pay) - 1
6,515,031 6,699,214
26,950,410 26,411,234
7. CONTINGENCY

In accordance with one of the Plan’s partnership agreements, as a limited partner, the Plan has a
carried interest that would be payable to the general partner on a hypothetical liquidation of the fund.
As at December 31, 2023, the balance of the carried interest would be $14,365,259 (2022 —
$10,245,312).
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SCHEDULE OF ADMINISTRATIVE EXPENSES

Year ended December 31

2023 2022
$ $

Investment management fees 1,442,195 1,559,148
Actuarial and consulting services 291,189 337,121
Legal fees 234,925 347,742
Custodian fees 189,398 178,350
Administration fees paid to the City of Saint John 175,076 176,189
Performance measurement services 156,726 139,034
Other administrative expenses 117,005 128,257
Insurance 69,680 63,225

2,676,194 2,929,066
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