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Report of  the Board of  Trustees 

  
W e are pleased to present the A nnual 
Report of the Pension Trust Fund and the 
H ealth and W elfare Fund for the fiscal year 
ended December 31, 2017. 
 
 
Board of  Trustees 
 

In early 2018 elections were held for 
Trustee positions on this B oard.  Messrs. 
MacLeod and Pruden were re- elected to the 
B oard. Mr. Matychuk was elected and 
returned as a Trustee at the May 2018 
meetings.  
 
Mr. C arlson did not run for election as a 
Trustee. The B oard thanks Mr. C arlson for 
his contributions during 2017. 
 
The N ominating C ommittee met in March, 
2017 and recommended re- appointment of 
the Independent Trustees, Messrs. 
C lanachan, B rennan and Peterson, for a 2 
year term ending J une 30, 2019 .  The 
C ommittee further recommended Mr. 
C lanachan be appointed C hair. 
 
The B oard of Trustees accepted and 
approved these recommendations. 
 
The B oard of Trustees met 5 times during 
the year ended December 31, 2017.  In 
addition, the B oard of Trustees has an A udit 
C ommittee which met twice in 2017. 
 
Y our B oard of Trustees believes in the value 
of good governance practices and 
procedures.  W e have dedicated, well 
educated Trustees that are passionate 
about ensuring that Members continue to 
receive valuable benefits that are 
sustainable over the long term. 
 
Pension Trust Fund 
 

A s at December 31, 2017, the Pension 
Fund had net assets available for benefits of 
$ 1.9 18 billion, an accumulated surplus of 
$ 463.1 million and a going concern funded 
ratio of 132% .  A t the end of Fiscal 2016 the 
Fund had net assets available for benefits of 
$ 1.738 billion with an accumulated surplus 
of $ 427.2 million and a funded ratio of 
133% .   

For the year ended December 31, 2017 the 
Fund earned a rate of return of 10.5%  
( 7.9 %  for Fiscal 2016)  net of all fees.   
 
For more information about the Pension 
Plan’s funding status at the end of Fiscal 
2017, reference should be made to the 
A ctuarial V aluation section of this Report.  It 
is important to note that the investment 
earnings assumption in our actuarial 
valuation at December 31, 2017 was 
5.15% .   
 
In 2017 the Trustees applied for and were 
granted permission from the A lberta 
Pension Regulator to award a 3%  pension 
benefit increase to all A ctive members and 
those in receipt of a pension from the Plan 
at December 31, 2016.  This increase was 
shown on member’s 2017 Annual Pension 
S tatement and for those in receipt of a 
pension, included with their December 1, 
2017 payment.    
 
B oth Funds are currently in good financial 
condition due to strong investment returns 
and very good employer contribution levels 
in recent years.  A s a result, we have been 
able to improve pension benefits and 
benefit Plan coverages. 
 
A s we look forward, we must take into 
account the prospect of reduced hours and 
the resulting decline in employer 
contributions, as well as a potentially very 
challenging investment environment.  W e 
will continue to ex amine Plan improvements 
and will make the appropriate adjustments 
when we are confident they are affordable 
and sustainable over the long term. 
  
The Plan’s Members had contributions 
remitted on 10.4 million hours for the year 
ended December 31, 2017. O ur ex pectation 
for hours worked was 7 million hours. The 
Pension Plan’s target expectation for hours 
worked in the 2017 fiscal year remains at 7 
million hours.  O ur ongoing monitoring of 
the economic environment, particularly the 
price of oil and gas and the level of capital 
investment in energy related projects, is 
critical to the funding formula for the 
Pension Plan.  
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Report of the Board of Trustees (Cont’d) 
 
Pension Trust Fund (Cont’d) 
 

 

Diversification of the Fund’s assets is critical 
to the success of the Plan and Fund.  The 
Trustees review the Pension Fund’s 
investment manager structure and asset 
mix .  O ur review is conducted using the due 
diligence information available and the 
guidance of the Plan’s professional advisors.  
The Plan’s asset mix is set with an 
understanding of the Plan’s liabilities.  Our 
asset mix  also takes into consideration the 
risk and return profiles of major asset 
classes.     
 
The Trustees regularly review, and amend 
when deemed necessary, the Funding and 
B enefits Policy and the S tatement of 
Investment Policies and Procedures ( S IPP) .  
The S IPP is reviewed regularly with the last 
review and update taking place in December 
of 2017. 
 
All of the Fund’s investments are managed 
by professional investment managers.  The 
investment managers are measured on an 
ongoing basis and compared to their peers 
by an independent party. The Trustees 
regularly meet with the investment 
managers.  
 
The Plan’s Funding and Benefits Policy will 
continue to guide the actions of the Trustees 
as we evaluate the benefits provided by the 
Pension Plan. 

A  copy of the Funding and B enefits Policy 
and other Plan documents can be viewed on 
the Plan’s website.  In addition, Plan 
Members are entitled to ex amine or obtain 
various Plan documents as itemiz ed in 
S ections 43 and 46 of the A lberta Pension 
Regulations. 
 
Health and Welf are Fund 
 
The H ealth and W elfare Fund continues to 
be in very good financial condition. A s at 
December 31, 2017, net assets available for 
benefits were $ 130.6 million compared to 
$ 128.1 million at December 31, 2016. During 
the year ended December 31, 2017, the Plan 
paid $ 28.6 million for Members’ health, 
dental, vision care, short term disability 
benefits, out of country medical and 
employee assistance program. In addition, 
the Plan paid $ 6.1 million of premiums for life 
insurance, optional life insurance, accidental 
death and long term disability benefits.   
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Report of the Board of Trustees (Cont’d) 

The Trustees regularly review the Plan’s benefits 
to ensure that the benefits delivered keep pace 
with changes in the health care industry.  W e must 
also ensure that the benefits provided are 
appropriate for the contributions paid to the Fund;  
Members must be given the very best value for 
contributions that the Plan can prudently afford.   

Members were recently notified of changes to the 
eligibility and payment req uirements for the retiree 
benefit program which will come into effect J uly 1, 
2019 .  These changes are being made to address 
the current shortfall between the cost of benefits 
and premiums paid under the retiree benefit 
program.  

A ll of the services delivered by the B enefit O ffice, 
including preparation of retirement documents, are 
provided by our knowledgeable staff that is trained 
and skilled in the delivery of your benefits. The 
Trustees recogniz e and thank our staff for their 
dedication, care and professionalism in serving 
our Members.    

A s noted in the 2016 A nnual Report, the Trustees, 
in an effort to reduce overall costs, decided that 
distribution of A nnual Reports will be done 
electronically ex cept where legislation req uires 
that certain members receive it via mail.  To that 
end, A nnual Reports will be posted in the 
Newsroom section of the Plan’s website 
www.epibenefitplans.com.  Those who wish to 
receive a paper copy of the A nnual Report may 
visit the A dministration O ffice to pick one up or call 
and one will be mailed to your home address. 

S ubmitted on behalf of the Trustees, 

G ordon C lanachan, FC A , IC D.D 
C hairman, B oard of Trustees 
J une, 2018 
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PENSI ON FUND HI G HLI G HTS AND COMMENTARY 
 
 
Pension Fund Assets 
 
A t December 31, 2017, the Pension Fund had $ 1.9 18 billion in net assets available for 
benefits.  This is an increase of $ 180.0 million compared to the net assets available for 
benefits at December 31, 2016. N et employer contributions in 2017 were $ 72.6 million, 
a decrease of $ 9 .5 million compared to 2016.     
 
The Pension Fund received net contributions in respect of 10.4 million hours worked 
during 2017. During 2016 the Fund received contributions in respect of 11.7 million 
hours.   
 
The chart below illustrates the growth in the Pension Fund’s net assets.  
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Pension Fund Contributions 
 
 
During 2017, contributing employers ( including Reciprocal Transfers in)  paid $ 74.8 
million into the Pension Fund on behalf of Members, compared to $ 84.9  million in 
2016. 
   
From the $ 74.8 million received, the Pension Fund transferred $ 4.5 million to other 
pension funds on behalf of individuals who were subject to reciprocal agreements. 
 
For the year ended December 31, 2017, the Pension Fund paid $ 74.2 million ( $ 72.6 
million in 2016)  in pension, death and termination benefit payments. 
 
 
 

 
 

 
 

 2008     2009    2010    2011    2012    2013      2014     2015      2016      2017  
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Employer Contributions and Hours Reported to the Pension Fund 

 
 

During the year ended December 31, 2017, the Pension Fund received employer 
contributions based on 11.11 million hours worked in the Local 488 jurisdiction.  The 
Pension Fund transferred contributions based on 672,750 hours to other pension 
funds on behalf of union members who were not members of Local 488.  In addition, 
Retired Members earned 621,358 hours.  Therefore, the net contributions to the 
Pension Fund were based on 10.44 million hours worked by Local 488 Members.    
 
For Fiscal 2018, the Pension Plan will use an assumption that 7 million hours will be 
worked by Local 488 Members. The Trustees gather information about the work 
outlook for Local 488 Members from sources including Local 488. The Trustees’ 
assumption for hours worked, used for actuarial valuation purposes, is also discussed 
with the Pension Plan’s actuary.   
 

       
 

PROJECTED AND ACTUAL HOURS WORKED BY MEMBERS 2009 – 2018 
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Pension Fund I nv estment Rate of  Return 
 
A sset class and the Pension Fund’s returns for the year ended December 31, 2017 
were:  
 
 

 
A sset C lass 
 

 
Pension Fund Return for 

the Y ear E nded 
 December 31, 2017 

 

 
Market Return for 
 the Y ear E nded 

December 31, 2017 

 
C anadian E q uities 
 

 
9 .8%  

 
9 .1%  

 
C anadian Long Term 
B onds 
 

 
6.9 %  

 
7.0%  

G lobal E q uities 17.8%  18.7%  

 
C anadian Treasury 
B ills 
 

 
0.7%  

 
0.5%  

 
 
For the year ended December 31, 2017, the Pension Fund earned an overall rate of 
return of 10.5% .  In Fiscal 2016, the Fund had a rate of return of 7.9 % .  The Pension 
Plan’s actuarial target investment return for the 2017 actuarial valuation was 5.15% .  
The chart on the following page shows the annual rates of return of the Pension Fund 
from 2007 to 2017 inclusive.    

 
The Fund’s target investment return assumption of 5.15%  was set by the Trustees 
based on input from the Fund’s advisors and after taking into consideration the 
continued volatility in the global investment markets. This assumption will be reviewed 
again when the Fiscal 2018 valuation is prepared. 

 
 
 
 
 
 
 
 
 
 

7  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS   
 

THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS  |  7



 

THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS  |  8 

Pension Fund Investment Rate of Return (Cont’d) 
 

 
Pension Fund I nv estments 
 
 
For the year ended December 30, 2017 the Fund’s investments returned 10.5%  after 
fees. The average pension fund measured by our independent performance 
measurement service returned 8.5%  before fees for the year ended December 31, 
2017. 
 
E very investment decision made by the Trustees is carried out after careful 
consideration of the purpose of the Fund.  This is set out in the Mission S tatement:    
 
 

“To contribute to the well being of the Plan Members and 
Beneficiaries by providing reasonable retirement 

 pensions and related benefits based on the 
         financial resources available from 

The Edmonton Pipe Industry Pension Trust Fund.” 
  
 
The Trustees’ principal objective is to protect the pension promises which have been 
made.  This governance standard reduces the benefit and contribution risk the Plan’s 
Members may otherwise face. 
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Pension Fund Investments (Cont’d) 
 
In making their investment decisions, the Trustees employ an important analytical tool 
called “Value at Risk”.  Value at Risk (VAR) is used to determine how the Fund’s current 
investment managers and asset classes are ex pected to perform in the future and how 
each will offset the risk of the other and add to the value of the Fund.  The same V A R 
tool is used to evaluate prospective investment managers.  The tools the Trustees use to 
measure and manage the Fund help the Trustees anticipate how the Fund’s investments 
will grow in the future and how the Fund’s investments can be shaped to protect the 
target benefits of the Plan. 
 
A s part of their ongoing management of the Fund, the Trustees complete an annual 
review of the asset mix of the Fund.  The table below outlines how the Pension Fund’s 
assets will be allocated among different classes of investments. 

 
 

 
The Pension Fund’s investment strategy is designed to provide income to pay current 
pensions and asset growth to support future payments while managing overall investment 
risk. Providing income is particularly challenging today given current and recent low 
interest rates. A ccordingly, the Trustees continue on the path of diversification among 
asset classes with a further focus on investments in alternative asset classes. 
 
 

 
 
 
 

A sset C lass 
G uidelines set by S tatement                   
of Investment Policies and 

Procedures 

A ctual A llocation as of 
December 31, 2017 

( based on market values)  
 Minimum N ormal Max imum  

C ash and C ash 
E q uivalents 0%  0%  4%  0.1%  

C anadian Fix ed Income 
( B onds)    15%  19 %  30%  18.6%  

Publicly Traded E q uities 
( C anadian)  10%  15%  25%  19 .9 %  

Publicly Traded E q uities 
( Foreign)  10%  19 %  30%  20.5%  

Private E q uities 5%  12%  15%  9 .8%  

Real E state 5%  10%  12.5%  9 .9 %  

Infrastructure 5%  10%  15%  9 .9 %  

A lternative Fix ed 
Income   5%  15%  20%  11.3%  
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Pension Fund Investments (Cont’d) 
 
The alternative asset classes include Private E q uity, Real E state, Infrastructure and 
A lternative Fix ed Income, with the latter three being a significant source of income. 
The trade- off for investing in the alternative asset classes is liq uidity since many of the 
investments cannot be readily sold on the open market until they mature. H aving a 
portion of the pension portfolio in illiq uid assets is not a concern since a pension plan 
has a very long time horiz on and the majority of assets are still invested in public 
market instruments.  
 
A lternative investments are made through legal entities called Limited Partnerships 
( LP)  managed by a G eneral Partner who is a specialist in the particular area in which 
investments will be made. The Pension Fund participates as a Limited Partner which 
has the benefit of limiting ex posure to the capital invested.  
 
Real E state and Infrastructure are real assets with a long life horiz on. Real E state 
holdings include office towers, shopping complex es and industrial buildings located in 
prime urban areas, while infrastructure are assets essential to the operations of the 
economy such as ports, roads, bridges, pipelines, energy generation complex es and 
waste disposal facilities. In all cases, the assets generate regular income from rents 
and user tariffs which is paid to the investors and will rise with inflation. The value of 
the assets themselves will also typically rise with inflation. 
 
Private E q uity is direct ownership of a company rather than though publicly traded 
shares. The ex pectation is that these investments will earn a higher return than 
publicly traded equities to compensate for the fact that they can’t be easily sold in the 
short term.  A lternative Fix ed Income includes private Mortgages and Debt 
instruments. These will typically be backed by a specific asset and are senior secured 
so that the Plan gets its money back first should there be problems. The attraction of 
these types of investments is that they provide two to three times the level of income 
that could be earned from publicly traded corporate and government bonds. They are 
also less sensitive to interest rate changes and will perform better when interest rates 
begin to rise. 
 
B y investing in a variety of different asset classes, the Pension Fund is able to 
diversify its assets across a broader range of return ex pectations and investment risk. 
This is ex pected to produce a more stable risk and return profile which more closely 
matches the investment needs of a Pension Plan. It also allows the Plan to improve 
the income characteristics of the investment which can then be relied upon to fund 
pension payments. 
 
The Trustees have policies in place to monitor the overall asset mix  of the Fund and to 
guide the investment of contributions from employers and investment income. 
 
A n important element of Fund governance is that the Trustees set standards for the 
performance of the investment managers and measure the actual performance against 
the standards.  The Trustees retain an independent investment consultant to assist 
them in this monitoring responsibility.  O n a q uarterly basis, the Trustees receive 
reports which give very detailed information about the investment activities of each 
investment manager along with the return they achieved in the q uarter.  
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Pension Fund Investments (Cont’d) 
 
The Trustees compare this information to their standards and review whether the 
standards have been achieved.  If standards are not achieved, the Trustees consider 
whether the performance deficiency is temporary.  The Trustees are prepared to take 
action in the event they believe an investment manager’s performance will not meet 
the standard. 
  
The Pension Funds assets are divided amongst 24 independent investment managers.  
In addition, the Fund’s Custodian, CIBC Mellon, manages the Fund’s short term cash 
assets.  The Trustees have a policy for the allocation of employer contributions which 
gives guidance about where new monies received by the Fund will be invested.  These 
guidelines also protect the Fund from too much market risk.  The allocation of Fund 
assets to the independent investment managers, as at December 31, 2017, is 
illustrated as follows:  
 
 
 

Cash,  
0. 1%

MB G lobal,  
Brook f ield,  

SL Partners,  
Northleaf  Partners,  
G E,  Clairv est and 

Cyprium 
( Priv ate eq uity) ,  

9. 8%

Phillips,  Hag er &  
North 

( Canadian bonds) ,  
18. 6 %

I nf rac apital,  
Brook f ield,  

JP Morg an &  
Mac q uarie 

( I nf rastruc ture) ,
 9. 9%

Basso,  White Oak ,  
Welling ton,  

Marathon,  Duet,  
Trez ,  Brook f ield 

( Alternativ e Fix ed 
I nc ome) ,  

11. 3 %

Manulif e,  
Brook f ield and 

Bentall Kennedy 
( Real Estate) ,  

9. 9% Connor,  Clark  &  
Lunn,  

Letk o Brosseau,  
Q V  I nv estors 

( Canadian eq uities) ,  
19. 9%

Morg an Stanley,  
Orbis 

( Foreig n eq uities) ,  
20. 5 %
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PENSI ON PLAN BENEFI TS – FUNDI NG  AND BENEFI T POLI CY 

 

 
The Plan has a Funding and B enefit 
Policy. This Policy sets guidelines for the 
Trustees about what considerations to 
take when thinking about the Plan’s 
benefits and how to react if the Plan 
becomes under financial stress or when 
it has surplus. The Funding and B enefits 
Policy also helps Members to understand 
what to ex pect from the Plan.  
 

The Trustees act in the best interest of 
Plan Members, by ensuring that the 
benefits provided by the Plan are 
sustainable.  O ne of the products of an 
actuarial valuation is the demonstration 
of benefit security.   
 

W hen the Trustees conduct their review 
about whether the Plan’s benefits can be 
improved, the Trustees are guided by the 
following criteria:  
 
a)  the proposed benefit improvements 

cannot cause the going concern 
funded ratio or the solvency ratio of 
the Plan to fall below 9 0% ;  and 

 
b)  the contribution rate will be between 

120%  and 125%  of the funding costs 
of the Plan. 

 
If benefit improvements are to be 
considered, the Trustees have agreed 
upon the following additional parameters:  
 

a)  if the pension contribution rate is 
above 125%  of the funding costs of 
the Plan, the Trustees will endeavor 
to increase the future benefit accrual 
rate.   

 

b)  The Trustees will endeavor to 
increase benefits to retired union 
members, and their spouses as well 
as disability pensions accrued if 
sufficient funding surplus ex ists. 

 
c)  approval from A lberta Treasury B oard 

&  Finance must be received while the 
Pension Plan is under the solvency 
funding moratorium. 

 
O ur actuaries have calculated the 
current pension contribution rate at 
117%  of the funding costs of the Plan, 
based upon our target investment 
return assumption of 5.15% . 

 

The Plan’s Funding and B enefits Policy 
is posted on the Plans’ website 
www.epibenefitplans.com  
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ACTUARI AL V ALUATI ON 

Membership 
Data  2017  2016 2015 2014 2013 2012 2011 2010 

N umber of active 
members 7 6 06  8143 8267 8108 8461 849 1 8450 9 246 

A verage age of 
active members 
( in years)  

4 1. 1 40.7 40.6 40.6 40.6 40.2 40.2 39 .6 

A verage hours 
worked 15 4 9 1555 1575 1715 1740 1783 19 9 5 1655 

N umber of 
pensioners  
( including 
disabled)  

3 4 3 1 3234 3060 289 2 2748 259 0 2451 2223 

A verage age of 
pensioners 
( in years)  

7 0. 1 70.1 70.0 69 .8 69 .6 69 .4 69 .3 69 .1 

The Pension Plan’s actuarial valuation 
is a sophisticated mathematical tool 
prepared by a certified actuary. The 
actuary uses accepted actuarial 
standards, guided by the C anadian 
Institute of A ctuaries, to estimate the 
future rate of growth of the Pension 
Plan’s liabilities. This result is compared 
to the actual market value of the assets 
of the Pension Fund. The actuary also 
takes into consideration the negotiated 
contribution rate established in the 
collective agreements and the estimated 
number of hours to be worked by the 
Plan’s Members.  
 
A s part of satisfying their responsibility 
for monitoring the Pension Plan, the 
Trustees have an actuarial valuation of 
the Plan carried out each year. C urrent 
pension legislation req uires that this 
measurement   be   carried   out   at 
least every three years. The Trustees 
consider that the knowledge acq uired   

from   an actuarial valuation is vital to 
their understanding of the funded status 
of the Plan.   If the Plan’s assumptions 
for investment return, hours worked or 
life ex pectancy are not met by the actual 
results of the Plan, the Trustees can 
take early corrective action, if 
necessary. The results of the actuarial 
valuation are taken into consideration 
when the Trustees review whether 
benefit improvements can be made. 
 
E ach year the Trustees review and 
approve the assumptions to be included 
in the actuary’s preparation of the 
actuarial valuation.  The Trustees are 
confident that the Plan’s assumptions 
are realistic forecasts about the Plan’s 
future. The assumptions include a 
reasonable margin in case there is a 
poor result in investment markets, 
contributions to the Fund or Plan 
demographics. 
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ACTUARI AL V ALUATI ON ( Cont’d) 
 

There are many assumptions included in the 
preparation of an actuarial valuation.  The two 
most important assumptions are:  
 
➢ The rate of return that the Pension Fund’s 

investments will earn.  This assumption 
predicts the future growth of the Pension 
Fund’s assets. 
 
For the 2017 actuarial valuation, the target 
rate of return on Fund investments was 
5.15% . This is determined based on target 
asset allocation of the Pension Fund and 
guidance from A lberta Treasury B oard and 
Finance.   

 
➢ The number of hours each member will work 

in the future. This assumption predicts the 
amount of contributions the Pension Fund 
will receive each year.  The contribution rate 
is set out in the collective agreement and is a 
defined amount to be paid per hour worked. 
 
The   more   hours   worked   by   Local   488 
members, the higher the total amount of 
contributions  that  are  paid  to  the  Pension 

Fund. C ontributions are invested and are 
used to pay the Plan’s benefits. For the 12 
months ended December 31, 2017, Local 
488 members worked a total of 10.4 
million hours, compared to the forecast of 
7 million hours.  For Fiscal 2018 the 
Plan’s assumption remains that Local 488 
members will work 7 million hours. The 
assumption regarding hours worked is 
closely monitored at each Trustees’ 
meeting.  
 
For the fiscal year ended December 31, 
2017, the actuary will provide an A ctuarial 
C ost C ertificate to confirm that the current 
employer contribution rate is sufficient to 
meet the Pension Plan’s current service 
cost req uirements.   
 
The actuarial valuation will be filed with 
the Pension Plan regulators. 
 
The Pension Plan’s funding status from 
2008 to 2017 is shown in the illustration:  
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ACTUARIAL VALUATION (Cont’d) 

The Plan’s solvency funding ratio 
improved to 112%  at December 31, 2017.  
The Plan had a solvency surplus of $ 200.2 
million at the end of Fiscal 2017.  A t 
December 31, 2016, the Plan had a 
solvency deficit of $ 52.6 million. 

The largest reason for the increase in the 
solvency funded ratio from 2016 to 2017 is 
that, effective December 21, 2017, the 
Pension Plan applied for and received 
permission from the A lberta Pension 
Regulator to pay Termination B enefits 
based upon the going concern basis used 
in the A ctuarial V aluation.  The impact of 
this change is that those who are no 
longer members of the Pension Plan will 
have their Termination B enefit paid using 
an interest rate assumption of 5.15%  as 
opposed to a market based rate which 
varies monthly ( 2.6%  for 10 years and 
3.4%  thereafter as at December 31, 
2017) . 

It is important to note that lower interest 
rate assumptions cause the value of a 
Termination B enefit to increase thus 
causing the Pension Plan to pay a benefit 
that is not in line with the funding of the 
Plan.  The Trustees believe that this 

change in methodology greatly improves 
the eq uality between members who 
receive a Termination B enefit and those 
who receive a pension from the Plan. 
 
 
E ffective J anuary 1, 2007 the Plan was 
amended to allow a defined contribution 
benefit accrual for retired Members who 
return to work in participating employment.   
In 2015 the Trustees amended the accrual 
rate to be the hourly contribution less 5%  
( currently $ 6.279  per hour worked) .  A t 
December 31, 2017 the value of the 
defined contribution benefit for retired 
Members is $ 29 .11 million.   
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Roles and Responsibilities 
A number of  parties are responsible f or ensuring  
that the Pension Trust Fund and the Health and 
Welf are Fund are maintained in a f inanc ially sound 
w ay that w ill prov ide pension and health benef its 
f or members ov er the long  term.   They inc lude:  
 
Board of  Trustees 

The B oard of Trustees has overall responsibility for the 
Pension Trust Fund and the H ealth and W elfare Fund, 
including supervision of the administration services 
provider, the investment managers and other 
delegates in the governance process.  The B oard is 
also responsible for the approval of the annual audited 
financial statements.  The B oard is made up of:  
 
• four trustees elected by Local U nion 488 members, 
• three independent trustees selected by a nominating 

committee comprised of a representative of Local  
 

• U nion 488 and C onstruction Labour Relations – 
A lberta ( C LRa) .  Included in this group is the 
independent chairman. 

 

The Board’s Audit Committee meets with the 
administration services provider and the ex ternal 
auditors to review the financial statements and 
ex amine other auditing and accounting matters.  The 
A udit C ommittee ex amines the q uality of the financial 
statement disclosure, the accounting principles applied 
and any significant judgments affecting the financial 
statements.  The audited financial statements in this 
Report have been approved by the A udit C ommittee 
and the Board of Trustees.  The Board’s Investment 
C ommittee meets with investment managers and the 
investment consultant and makes recommendations to 
the Trustees in respect of the management of the 
Fund’s investments. 
 

Administration serv ic es prov ider  
 

The administration services provider is appointed by 
the B oard of Trustees and manages the Pension Trust 
Fund and the H ealth and W elfare Fund, and is 
responsible for providing q uality service to the 
members.  The administration services provider 
develops and maintains high- q uality systems for 
internal accounting and administrative control.  These 
systems are designed to provide reasonable 
assurance that transactions are properly authoriz ed, 
reliable financial records are maintained, financial 
information is timely, accurate and reliable, and assets 
are appropriately accounted for and adeq uately 
safeguarded.  The administration services provider is 
also responsible for preparing financial statements in 
accordance with C anadian generally accepted 
accounting principles. 

 

Ac tuary 
 

The actuary is appointed by the B oard of Trustees 
and carries out an annual valuation of the Pension 
Plan’s actuarial liabilities in accordance with 
accepted actuarial principles.  This process involves 
analyz ing the benefits to be provided under the 
Pension Plan, including any increases to benefits.  
The actuary also provides advice to the B oard of 
Trustees on funding and benefit policies, asset and 
liability structure, and other matters. 
 
Ex ternal auditors 
 

The ex ternal auditors are appointed by the B oard of 
Trustees.  Their responsibility, the scope of their 
ex amination and their opinion is set out in the 
Auditors’ Report.  The external auditors have full 
and unrestricted access to staff of the 
administration services provider, the A udit 
C ommittee and the B oard of Trustees to discuss 
any findings related to the integrity of the financial 
reporting and the adeq uacy of internal control 
systems on which they rely for the purposes of their 
audit.  The ex ternal auditors rely on the work of the 
actuary for the actuarial liabilities disclosed in the 
notes to the financial statements. 
 
Custodian  
 

The custodian holds the Pension Fund’s assets and 
ex ecutes trades under the direction of the Pension 
Fund’s investment managers.  The custodian is 
appointed by the B oard of Trustees. 
 
I nv estment manag ers 
 

The investment managers each direct a portfolio of 
assets on behalf of the Pension Trust Fund or the 
H ealth and W elfare Fund. Investment guidelines 
are set by the B oard of Trustees and communicated 
through a S tatement of Investment Policies and 
Procedures.  The investment managers are 
appointed by the B oard of Trustees. 
 
I nv estment c onsultant 
 

The investment consultant is appointed by the 
B oard of Trustees.  The consultant is responsible 
for providing advice in respect of an appropriate 
asset mix , which is designed to protect the benefits 
promised to members of the Pension Plan. The 
investment consultant is also engaged to review the 
performance of the investment managers and to 
make recommendations about the selection, and 
retention, of investment managers. 
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 KPMG LLP 
 2200, 10175 - 101 Street 
 Edmonton AB T5J 0H3 
 Canada 
 Telephone (780) 429-7300 
 Fax (780) 429-7379 

 

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent  
member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity.   
KPMG Canada provides services to KPMG LLP. 
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INDEPENDENT AUDITORS' REPORT 

To the B oard of Trustees of The E dmonton Pipe Industry Pension Trust Fund 
  
W e have audited the accompanying financial statements of The E dmonton Pipe Industry Pension 
Trust Fund, which comprise the statement of financial position as at December 31, 2017, the 
statements of changes in net assets available for benefits and changes in pension obligations for the 
year then ended, and notes, comprising a summary of significant accounting policies and other 
ex planatory information. 
 
Management's Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with C anadian 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 
 
O ur responsibility is to ex press an opinion on these financial statements based on our audit. W e 
conducted our audit in accordance with C anadian generally accepted auditing standards. Those 
standards req uire that we comply with ethical req uirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 
 
A n audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our 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, we consider 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 ex pressing an opinion on the effectiveness of the entity' s 
internal control. A n 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.
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W e 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 E dmonton Pipe Industry Pension Trust Fund as at December 31, 2017, and the changes in its net 
assets available for benefits and the changes in its pension obligations for the year then ended in 
accordance with C anadian accounting standards for pension plans. 

 

 
 
C hartered Professional A ccountants 
 
May 16, 2018 
E dmonton, C anada 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
S tatement of Financial Position 
 
December 31, 2017, with comparative information for 2016 
 
  2017 2016 

 

ASSETS 
C ash $  42,019 ,508 $  36,719 ,663 
Investments ( note 4)    1,874,609 ,9 70  1,69 9 ,085,19 3 
C ontributions receivable 3,337,202 4,455,768 
A ccounts receivable 82,9 06 9 0,451 
Prepaid ex penses and deposits 27,186 34,324 
 1,9 20,076,772 1,740,385,39 9  

 
LI ABI LI TI ES 

A ccounts payable and accrued liabilities 1,358,280 1,330,434 
A mounts due to other pension funds ( note 5)  488,376 414,208 
Due to The E dmonton Pipe Industry H ealth 

and W elfare Fund ( note 6)  68,460 8,154 
  1,9 15,116 1,752,79 6 

 
N et assets available for benefits 1,9 18,161,656 1,738,632,603 
 
Pension obligations ( note 7)  1,455,030,000 1,311,481,000 
 
A ccumulated surplus $  463,131,656 $  427,151,603 
 
 
S ee accompanying notes to financial statements. 
 
. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
S tatement of C hanges in N et A ssets A vailable for B enefits 
 
Y ear ended December 31, 2017, with comparative information for 2016 
 
  2017 2016 

 

Increase in net assets:  
Investment and other income ( note 8)  $  19 8,650,575 $  140,543,867 
E mployer contributions ( note 9 )  72,661,022 82,126,439  
Pension credits and reciprocal transfers in 2,150,160 2,809 ,876 
  273,461,757 225,480,182 

 
Decrease in net assets:  

B enefit payments:  
Retirement 51,704,833 47,328,356 
Transfers and lump sum payments 21,522,520 24,172,9 32 
Death benefits 1,007,126 1,133,480 

Pension credits and reciprocal transfers out 4,539 ,210 5,374,038 
Investment manager and custodian fees 13,813,202 11,9 60,829  
A dministrative ex penses ( note 10)  1,345,813 1,437,879  
  9 3,9 32,704 9 1,407,514 

 
Increase in net assets available for benefits 179 ,529 ,053 134,072,668 
 
N et assets available for benefits, beginning of year 1,738,632,603  1,604,559 ,9 35 
 
N et assets available for benefits, end of year $  1,9 18,161,656 $  1,738,632,603 
 
 
S ee accompanying notes to financial statements. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
S tatement of C hanges in Pension O bligations 
 
Y ear ended December 31, 2017, with comparative information for 2016 
 
  2017 2016 

 

Pension obligations, beginning of year $  1,311,481,000 $  1,240,337,000 
B enefit improvement, effective J anuary 1st, 2017  15,673,000 -  
  1,327,154,000 1,240,337,000 
 
B enefits accumulated 52,171,000 56,148,000 
Pension credits and reciprocal transfers in 2,09 6,000 2,784,000 
Reciprocal transfers out -  ( 169 ,000)  
B enefits paid ( 74,234,000)  ( 72,635,000)  
Interest on pension obligations 72,840,000 68,9 47,000 
Impact of assumption changes 69 ,889 ,000 11,19 0,000 
N et ex perience gains 5,114,000 4,879 ,000 
 
Pension obligations, end of year $  1,455,030,000 $  1,311,481,000 
 
 
S ee accompanying notes to financial statements.
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements 
 
Y ear ended December 31, 2017 
 

1.  Desc ription of  the Plan:  

The U nited A ssociation of J ourneymen and A pprentices of the Plumbing and Pipe Fitting Industry 
of the U nited S tates and C anada, Local 488 ( the " U nion" )  and the C onstruction Labour Relations -  
an A lberta A ssociation Mechanical ( Provincial)  Trade Division Pursuant to Registration C ertificate 
N o. 27 ( the " Party E mployers" )  entered into an agreement and declaration of trust dated O ctober 1, 
19 68 ( the " Pension Trust A greement" )  which has been amended and restated as of A ugust 13, 
2007. The Pension Trust A greement provides for the establishment, maintenance, investment and 
administration of a trust fund known as The E dmonton Pipe Industry Pension Trust Fund ( the 
" Pension Fund" )  created pursuant to The E dmonton Pipe Industry Pension Plan ( the " Plan" )  which 
includes all restatements and amendments to J anuary 1, 2017. The Plan itself was established 
pursuant to a collective agreement between the U nion and the Party E mployers dated May 1, 19 65 
( the " C ollective A greement" )  and renewed for the period until A pril 30, 2019 . The Plan is a 
registered trust with C anada Revenue A gency under registration number T12- 6438- 85. 

The following is a brief summary of the main provisions of the Plan in effect at December 31, 2017. 
It is not intended as a complete description of the Plan. For more complete information, reference 
should be made to the Plan documents. 

( a)  E ligibility for membership:  

The Plan covers employees of the Party E mployers that are bound by the C ollective 
A greement to contribute to the Pension Fund and other parties as determined by the Plan. 

( b)  Pension benefit:  

E ffective J anuary 1, 2017, for each full 100 covered hours, a member earns a monthly pension 
benefit of $ 6.79  for service on or after J anuary 1, 2017.  

( c)  C ontributions:  

Members do not contribute to the Pension Fund. E mployers contribute to the Pension Fund at 
the rates specified in the C ollective A greement. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

1.  Desc ription of  the Plan ( c ontinued) :  

( d)  Retirement dates:  

( i)  N ormal retirement date:  

The normal retirement date is the first day of the month coincident with or nex t following 
the member' s 65th birthday. 

( ii)  E arly retirement date:  

If a member has a vested pension, the member may choose to retire as early as age 55. 

( iii)  Postponed retirement:  

Pension commencement may be postponed, and pension credits may continue to accrue 
up to the end of N ovember of the year during which the member attains age 71. 

( e)  Retirement benefits:  

( i)  N ormal retirement:  

If a member retires on their normal retirement date, the member will be entitled to the 
pension that was accrued prior to retirement. 

( ii)  E arly retirement pension:  

If a member retires early, they will be entitled to a pension that is calculated the same way 
as for a normal retirement. If the member does not q ualify for the special early retirement 
pension:  

1. Their earned pension is actuarially reduced from age 65;  or 

2. For a q ualified member retiring after age 60, their earned pension is reduced by 3 
percent for each year that their actual retirement age precedes the normal retirement 
age. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
 
1.  Desc ription of  the Plan ( c ontinued) :  

 
( e)  Retirement benefits ( continued) :  

( ii)  E arly retirement pension ( continued) :  

A  q ualified member retiring after attaining age 58, but prior to their normal retirement age, 
is entitled to a special early retirement pension if the sum of their age and years of credited 
service eq ual at least 80 points for ages 58 and 59 , and 75 points after age 60, provided 
they have at least 15 years of credited service. The special early retirement pension is an 
unreduced pension commencing on their early retirement date. 

( iii)  Postponed retirement pension:  

A  member may elect to postpone retirement.  In that case, benefits continue to accrue. 

U pon the member' s actual retirement date, they will be entitled to their accrued benefit 
without any actuarial adjustment or increase. 

( f)  S urvivor benefits:  

( i)  Death prior to receipt of a pension:  

If a member not in receipt of a pension dies after accruing a vested pension, their surviving 
spouse shall receive an immediate lifetime pension. The amount of monthly pension 
payable to them is the lesser of the amount of the monthly pension earned by the member 
prior to their death or 66- 2/ 3%  of their earned pension plus the amount they would have 
earned had they worked to age 65, subject to the minimum standards under the 
E mployment Pension Plans A ct. In lieu of a monthly pension, the surviving spouse may 
elect to receive a commuted value eq ual to the deceased members termination benefit 
calculated as if the member had terminated at their date of death.  

N o death benefit is payable in respect of any accrued pension which was not vested in the 
member at the time of their death.  B enefits earned prior to O ctober 1, 19 9 9  vest after the 
member completes five years of vesting service. B enefits earned after S eptember 30, 
19 9 9  vest after the member completes two years of vesting service. B enefits earned on or 
after S eptember 1, 2014 are immediately vested. 

If a member dies without a spouse the member’s beneficiary or estate shall receive the 
commuted value of any vested pension earned. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

1.  Desc ription of  the Plan ( c ontinued) :  

( f)  S urvivor benefits ( continued) :  

( ii)  Death while in receipt of a pension:  

For a member in receipt of a pension who does not have a spouse at the time of their 
death, all payments would cease upon the death of the member. E ffective with retirements 
on or after March 1, 2014 the normal form of pension for a member without a spouse at 
retirement is Life, guaranteed 10 years. 

For a member who retired prior to J anuary 1, 19 9 2 who has a spouse at the time of their 
death, 75%  of their monthly pension will be payable to their spouse after their death. For a 
member who retired on or after J anuary 1, 19 9 2 who has a spouse at the time of their 
death, the normal form of pension provides that 66- 2/ 3%  of their monthly pension will be 
payable to their spouse after their death. 

N otwithstanding the foregoing, for a member who retired prior to the introduction of the 
long- term disability plan who dies prior to age 65 while in receipt of a disability pension, the 
spouse shall receive a survivor pension eq ual to the lesser of 66- 2/ 3%  of the monthly 
pension the member was receiving at the time of their death and the amount of pension 
accrued by the member to the date of their death. 

For any member who elected an optional form of pension at the time of their retirement, 
any applicable survivor benefits will be payable in accordance with the terms of the optional 
form of pension chosen. 

( g)  Termination benefits:  

A  member terminating membership in the Plan after seven years of vesting service is entitled 
to receive a deferred pension from the Plan. A  member terminating membership in the Plan 
after five years of vesting service is entitled to a deferred pension from the Plan in respect of 
their credited service after O ctober 1, 19 86. A  member terminating their membership in the 
Plan after two years of vesting service is entitled to a deferred pension from the Plan in respect 
of their credited service after O ctober 1, 19 9 9 . A  member terminating membership before two 
years of vesting service is not entitled to receive any benefits from the Plan. E ffective 
S eptember 1, 2014, a member terminating membership in the Plan is entitled to a deferred 
pension from the Plan. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

1.  Desc ription of  the Plan ( c ontinued) :  

( g)  Termination benefits ( continued) :  

The normal, special and early retirement provisions applicable to a q ualified member with 
deferred pension entitlements correspond to the provisions applicable to a q ualified member 
as noted under the Retirement benefits section above. For other members entitled to deferred 
pensions, the pension is payable commencing at age 65. H owever, a member may elect to 
receive an actuarially reduced early retirement pension as early as age 55. 

If a member is entitled to a deferred pension, and is under the age of 55, they may also 
transfer the commuted value of that pension into another retirement vehicle in accordance with 
the applicable federal and provincial legislation. 

( h)  Disability:  

A  member who is in receipt of benefits from the long- term disability plan sponsored by The 
E dmonton Pipe Industry H ealth and W elfare Fund ( " H ealth and W elfare Fund" )  shall be 
credited with deemed hours of covered employment at the average rate earned by all active 
members during the previous plan year. 

A ll other members with a vested pension who become totally and permanently disabled are 
entitled to receive an immediate monthly pension eq ual to the vested pension earned prior to 
their becoming disabled. 

( i)  Post retirement benefits for retired members:  

A n amendment to the Plan was approved by the Trustees on S eptember 7, 2007, effective 
J anuary 1, 2007, to permit contributions for retired members under age 71 returning to work 
with a contributing employer to accrue for the benefit of the retired member. The contributions 
received by the Pension Fund, for work periods after the retired members’ initial retirement 
date, are held with the general assets of the Pension Fund and are immediately vested. For 
work periods after the retired member’s initial retirement date and prior to October 1, 2009, the 
entire employer contribution accrues for the benefit of the retired member. For work periods 
after the retired member’s initial retirement date and between September 30, 2009 and 
December 31, 2014, a portion of the employer contribution, based on the Plan’s current service 
cost rate, accrues for the benefit of the retired member. For work periods after the retired 
member’s initial retirement date and after J anuary 1, 2015, the entire employer contribution 
less a 5%  administrative fee accrues for the benefit of the retired member. U pon subseq uent 
retirement, a benefit will be transferred to a Locked- In Retirement Account (“LIRA”) on behalf 
of the retired member. 

28  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS



 

  
29  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS 

THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
2.  Basis of  preparation:  

( a)  B asis of presentation:  

These financial statements have been prepared by management in accordance with C anadian 
accounting standards for pension plans and present information about the aggregate financial 
position of the Pension Fund and the net assets available to meet future benefit payments.   

In selecting or changing accounting policies that do not relate to its investment portfolio or 
pension obligations, C anadian accounting standards for pension plans req uire the Pension 
Fund to comply ( on a consistent basis)  with either International Financial Reporting S tandards 
( " IFRS " )  in Part I of the C PA  C anada H andbook -  A ccounting or C anadian A ccounting 
S tandards for Private E nterprises in Part II of the C PA  C anada H andbook -  A ccounting. The 
Pension Fund has chosen to comply on a consistent basis with IFRS . 

These financial statements are prepared to assist Plan members and others in reviewing the 
financial activities of the Plan for the fiscal period but they do not portray the funding 
req uirements of the Plan nor the benefit security of individual Plan members.  

These financial statements have been prepared in accordance with the significant accounting 
policies set out below. 

( b)  B asis of measurement:  

The financial statements have been prepared on the historical cost basis ex cept for 
investments and derivative financial instruments which are recorded at fair value through the 
statement of changes in net assets available for benefits. 

( c)   Functional and presentation currency:   

These financial statements are presented in C anadian dollars, which is the Pension Fund’s 
functional currency. 

( d)  U se of estimates and judgments:  

The preparation of the financial statements req uires management to make judgments, 
estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets and liabilities at the date of the statement of financial position and the 
reported amounts of changes in net assets available for benefits during the year. A ctual results 
may differ from those estimates. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
2.  Basis of  preparation ( c ontinued) :  

( d)  U se of estimates and judgments ( continued) :  

E stimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recogniz ed in the period in which the estimates are revised and in 
any future years affected. 

3 .  Sig nif ic ant ac c ounting  polic ies:   

( a)  Foreign currency:  

 Transactions in foreign currencies are translated into C anadian dollars at the ex change rate at 
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies 
at the reporting date are translated into C anadian dollars at the ex change rate at that date. 

 Foreign currency differences arising on translation are recogniz ed in the statement of changes 
in net assets available for benefits as changes in net unrealiz ed gains. 

( b)  Income recognition:  

 Investment income is recorded on an accrual basis and includes interest, dividends and other 
income. 

( c)  Financial assets and financial liabilities:  

 Financial assets:  

 Financial assets are recogniz ed initially on the trade date, which is the date that the Pension 
Fund becomes a party to the contractual provisions of the instrument. U pon initial recognition, 
attributable transaction costs are recogniz ed in the statement of changes in net assets 
available for benefits as incurred.   

 The Pension Fund measures all of its investments at fair value through the statement of 
changes in net assets available for benefits. 

 A ll other non- derivative financial assets including contributions receivable and accounts 
receivable are measured at amortiz ed cost. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( c)  Financial assets and financial liabilities ( continued) :  

( i)   Financial assets ( continued) :  

 The Pension Fund derecogniz es a financial asset when the contractual rights to the cash 
flows from the asset ex pire, or it transfers the rights to receive the contractual cash flows in 
a transaction in which substantially all the risks and rewards of ownership of the financial 
asset are transferred or in which the Pension Fund neither transfers nor retains 
substantially all the risks and rewards of ownership and does not retain control of the 
financial asset.   

 O n derecognition of a financial asset, the difference between the carrying amount of the 
asset and consideration received is recogniz ed in the statement of changes in net assets 
available for benefits as a net realiz ed gain on sale of investments.  

( ii)  Financial liabilities:  

A ll financial liabilities are recogniz ed initially on the trade date at which the Pension Fund 
becomes a party to the contractual provisions of the instrument. 

The Pension Fund derecogniz es a financial liability when its contractual obligations are 
discharged, cancelled or ex pired.  

The Pension Fund considers its accounts payable and accrued liabilities, amounts due to 
other pension funds and due to the H ealth and W elfare Fund to be non- derivative financial 
liabilities. 

( iii)  Derivative financial instruments:  

Derivative financial instruments are recogniz ed initially at fair value and attributable 
transaction costs are recogniz ed in the statement of changes in net assets available for 
benefits as incurred.  S ubseq uent to initial recognition, derivatives are measured at fair 
value, and all changes are recogniz ed immediately in the statement of changes in net 
assets available for benefits. 

Financial assets and liabilities are offset and the net amount presented in the statement of net 
assets available for benefits when, and only when, the Plan has a legal right to offset the 
amounts and it intends either to settle on a net basis or to realiz e the asset and settle the 
liability simultaneously. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( d)  Fair value measurement:  

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. 

 In determining fair value, the Pension Fund has adopted the guidance in IFRS  13, Fair V alue 
Measurement (“IFRS 13”), in Part I of the CPA Canada Handbook. As allowed under IFRS 13, 
if an asset or a liability measured at fair value has a bid and an ask price, the price within the 
bid- ask spread that is the most representative of fair value in the circumstances shall be used 
to measure fair value. The Pension Fund uses closing market price as a practical ex pedient for 
fair value measurement. 

 W hen available, the Pension Fund measures the fair value of an instrument using q uoted 
prices in an active market for that instrument. A  market is regarded as active if q uoted prices 
are readily and regularly available and represent actual and regularly occurring market 
transactions on an arm’s length basis. 

 If a market for a financial instrument is not active, then the Pension Fund establishes fair value 
using valuation techniques that include using recent arm’s length transactions between 
knowledgeable, willing parties ( if available) , reference to the current fair value of other 
instruments that are substantially the same, discounted cash flow analyses and option pricing 
models. 

 The best evidence of the fair value of a financial instrument at initial recognition is the 
transaction price, i.e. the fair value of the consideration given or received, unless the fair value 
of that instrument is evidenced by comparison with other observable current market 
transactions in the same instrument or based on a valuation techniq ue whose variables include 
only data from observable markets. W hen transaction price provides the best evidence of fair 
value at initial recognition, the financial instrument is initially measured at the transaction price 
and any difference between this price and the value initially obtained from a valuation model is 
subseq uently recogniz ed in changes in net assets available for benefits on an appropriate 
basis over the life of the instrument but not later than when the valuation is supported wholly by 
observable market data or the transaction is closed out. 

 A ll changes in fair value, other than interest and dividend income and ex pense, are recogniz ed 
in the statement of changes in net assets available for benefits as part of the changes in net 
unrealiz ed gains.  

 Fair values of investments are determined as follows:  

C ash and cash eq uivalents are recorded at cost, which together with accrued investment 
income approx imates fair value. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( d)  Fair value measurement ( continued) :  

 B onds and eq uities are valued at year- end q uoted closing prices where available. W here 
q uoted prices are not available, estimated fair values are calculated using comparable 
securities. 

 C anadian and non- C anadian eq uities and fix ed income securities are valued on the basis of 
q uoted closing prices where available. W here q uoted prices are not available, estimated 
values are calculated using comparable securities. 

 Private eq uities, infrastructure investments, real estate investments and other alternative fix ed 
income investments are held through ownership in limited partnership arrangements or other 
similar investment vehicles. Fair value is determined based on relevant information reported by 
the G eneral Partner using accepted industry valuation methods using valuations as of 
December 31 being the most recently available market information. These methods include 
considerations such as earnings multiples of comparable publicly- traded companies, 
discounted cash flows and third party transactions, or other events which would suggest a 
change in value of the investment. 

 Investments in derivative financial instruments, including futures, forwards and option 
contracts, are valued at year- end q uoted market prices where available.  W here q uoted prices 
are not available, values are determined using pricing models, which take into account current 
market and contractual prices of the underlying instruments, as well as time value and yield 
curve or volatility factors underlying the positions. U nrealiz ed gains and losses on derivative 
financial instruments, net of premiums paid or received on options contracts, are included in 
derivative contracts investments. 

( e)  N et realiz ed gain on sale of investments:  

The net realiz ed gain on sale of investments is the difference between proceeds received and 
the average cost of investments sold. 
 

( f)  C ommon ex penses:  

C ertain ex penses are shared eq ually between the Pension Fund and The E dmonton Pipe 
Industry Health and Welfare Fund and (the “Health and Welfare Fund”), an organization 
operating out of the same premises and under the same B oard of Trustees and management. 
 

( g)  Income tax es:  

The Plan is a registered pension plan, as defined by the Income Tax  A ct ( C anada) , and, 
accordingly, is not subject to income tax es. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 

4 .  I nv estments:   

 2017 2016 
 

B y investment manager:  
Direct investments:  

Letko, B rosseau &  A ssociates Inc. $  86,064,9 70 $  9 9 ,245,045 
 86,064,9 70  9 9 ,245,045 

Pooled funds:  
Phillips, H ager &  N orth Investment 

Management Ltd. 349 ,279 ,9 20 323,450,135 
O rbis Institutional G lobal E q uity  202,9 04,9 07 168,059 ,881 
Morgan S tanley Investment Management 180,740,671 152,214,878 
Q V  Investors Inc. 144,762,568 150,472,551 
C onnor, C lark &  Lunn Investment 

Management Ltd. 143,9 53,9 74 129 ,409 ,605 
G ryphon International Investment C orporation -  6,178 

 1,021,642,040 9 23,613,228 

A lternative fix ed income:  
Trez  C apital Finance LP 46,9 30,833 41,09 4,513 
W hite O ak G lobal A dvisors 42,9 67,686 23,9 18,360 
B asso C apital Management 40,800,417 43,106,030 
W ellington Financial LP 23,9 19 ,442 21,763,668 
Trez  C apital Y ield Trust 21,087,9 14 22,257,879  
Duet E uropean Real E state Debt Fund 20,137,802 29 ,553,69 5 
B rookfield A sset Management Inc. 15,740,719  31,574,855 
 211,584,813 213,269 ,000 

Infrastructure:  
B rookfield A sset Management Inc. 71,9 9 2,9 38 63,49 1,323 
Macq uarie Infrastructure Partners Inc. 56,538,180 34,440,269  
J P Morgan Infrastructure Investments Fund 48,378,004 35,274,682 
Infracapital 8,356,156 16,085,29 4 
 185,265,278 149 ,29 1,568 

34  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS



 

 35  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS 

THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
4 .  I nv estments ( c ontinued) :   

 2017 2016 
 

B y investment manager ( continued) :  
Private eq uities:  

B rookfield A sset Management Inc.  74,640,9 36  32,19 5,139  
Marathon A sset Management  41,714,063  44,674,747 
C lairvest E q uity Partners  21,429 ,685 18,9 30,456 
C yprium C apital Partners 16,071,122 22,667,312 
N orthleaf C apital Partners 10,9 89 ,231 13,243,243 
MB  G lobal Partners  10,849 ,170 12,018,89 6 
S tandard Life International Private E q uity 6,268,249  7,507,9 79  
G E  A sset Management Fund 1,826,751 2,829 ,450 
 183,789 ,207 154,067,222 

Real estate:  
B rookfield A sset Management Inc. 119 ,013,848 88,213,022 
Manulife Financial 46,166,533 44,386,333 
B entall K ennedy Prime C anadian 

Property Fund  21,083,281  26,9 9 9 ,775 
 186,263,662 159 ,59 9 ,130 

 
 $  1,874,609 ,9 70 $  1,69 9 ,085,19 3 

 

 2017 %  2016 %  
 
B y investment type:  

C ash and cash eq uivalents $  2,189 ,857 0.1 $  666,880 0.0 
C anadian eq uities 372,59 1,655 19 .9  378,466,49 9  22.3 
N on- C anadian eq uities 383,645,578 20.5 320,274,759  18.8 
Fix ed income securities 349 ,279 ,9 20 18.6 323,450,135 19 .0 
A lternative fix ed income 211,584,813 11.3 213,269 ,000 12.6 
Infrastructure 185,265,278 9 .9  149 ,29 1,568 8.8 
Private eq uities 183,789 ,207 9 .8 154,067,222 9 .1 
Real estate 186,263,662 9 .9  159 ,59 9 ,130 9 .4 
 

 $  1,874,609 ,9 70 100.0 $  1,69 9 ,085,19 3 100.0 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
5 .  Amounts due to other pension f unds:  

The Pension Fund has entered into reciprocal agreements with other pension funds. These 
agreements provide that contributions received on account of employees working outside of their 
local union jurisdiction are remitted on a monthly basis to the pension fund of which they are a 
member.  

6 .  Due to the Edmonton Pipe I ndustry Health and Welf are Fund:  

The amount due to the H ealth and W elfare Fund is non- interest bearing, unsecured and has no set 
terms of repayment. 

7 .  Pension oblig ations:  

These financial statements do not purport to indicate whether the assets of the Pension Fund, 
together with investment earnings thereon, plus future contributions, will be sufficient to finance all 
benefits to be provided under the Plan.   

A n actuarial valuation of the pension obligations of the Pension Plan was carried out by Mercer 
( C anada)  Limited ( " Mercer" )  and their determination of the funded position of the Pension Plan as 
of December 31, 2017. The pension obligations of the Pension Plan for the year ended 
December 31, 2016 were also based on an actuarial valuation carried out by Mercer as of 
December 31, 2016. The actuarial valuations were conducted on a going- concern basis whereby 
the relationship between assets and the value of accumulated benefits is determined using the unit 
credit actuarial cost method assuming the Plan is maintained indefinitely. 

The assumptions used in determining the pension obligations were developed as the best estimate 
of ex pected future market conditions and other future events. A fter consultation with Mercer, the 
B oard of Trustees adopted these best estimates. The major assumptions used in the valuations 
and related ex trapolations, with comparison to the actual results, are as follows:  

  2017 2016 
   V aluation   V aluation 

  assumption A ctual  assumption A ctual 
 

Investment return 5.15%  10.57%  5.53%  7.9 0%  
H ours worked  7,000,000 10,440,483 8,000,000 11,751,262 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
7 .  Pension oblig ations ( c ontinued) :  

 
Investment return represents investment income net of investment manager and custodian fees.  
 
The mortality table assumption used for the 2017 and 2016 valuations is 120%  of the 2014 Private 
S ector C anadian Pensioners Mortality ( C PM)  table fully generational using scale C PM- B . 
  
The Plan’s funded position on a going concern basis is as follows: 
 
 2017 2016 
 
 
N et assets available for benefits $  1,9 18,161,656 $  1,738,632,603 
 

A ctuarial liability -  present value of accrued benefits for:  
A ctive members 657,859 ,000 609 ,868,000 
Pensioners and survivors 626,856,000  545,275,000 
Disabled pensioners 50,138,000 46,79 5,000 
Deferred pensioners 9 1,066,000 81,482,000 
Post- retirement benefits for active 
  retired members 29 ,111,000 28,061,000 
 1,455,030,000 1,311,481,000 

 
Funding ex cess as determined on a going concern basis $  463,131,656 $  427,151,603 
 
Funded ratio 132%  133%  
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
8.  I nv estment and other inc ome:  
 

 2017 2016 
 
B y investment type:  

Direct investments:   
Interest $  46,9 88 $  59 ,079  
Dividends 1,9 89 ,283 2,79 2,9 33 

Pooled funds  21,575,019  34,149 ,029  
A lternative fix ed income, infrastructure,  

real estate and private eq uities  14,277,153 24,017,19 0 
Realiz ed gains on sale of investments 76,539 ,272 20,567,761 
Realiz ed foreign currency gains 1,167,684 13,512,9 68 
C hange in unrealiz ed gains on investments 122,216,849  75,478,268 
C hange in unrealiz ed foreign currency losses ( 39 ,411,9 02)  ( 30,208,247)  
  19 8,400,346 140,368,9 81 
 

O ther income 250,229  174,886 
 

 $  19 8,650,575 $  140,543,867 

38  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS



 

39  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS 

THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 

9.  Employer c ontributions:  

C ommencing N ovember 4, 2012, contributions are made by employers at a negotiated rate of 
$ 6.61 per hour. The Alberta Employment Pension Plans Act prescribes the minimum contributions 
that must be made to the Pension Fund. The minimum contributions in respect of a defined benefit 
component of a pension plan are comprised of going concern current services cost and special 
payments to fund any going concern or solvency shortfalls. 

The minimum req uired contribution rates sufficient to meet the funding needs of the Pension Fund 
are as follows:    

 2017 2016 
 

C urrent service cost $  5.147 $  4.89 8 

Provision for adverse deviation  0.710  0.452 
S pecial payments -  unfunded liability 0.000 0.000 
S pecial payments -  solvency deficiency  0.000 0.000 
Total minimum req uired contribution rate   5.857  5.350 
 
A verage negotiated contribution rate   6.610  6.610 

 
N et margin  $  0.753 $  1.260 
 
The negotiated employer contribution rate is sufficient to meet the current service and 
special payment req uirements of the Pension Fund. 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
10.  Administrativ e ex penses:  

 2017 2016 
 

Direct ex penses:  
A dministration fees $  519 ,871 $  521,173 
A ctuarial and consulting fees 204,766 225,535 
Investment consulting fees 160,135 150,19 2 
Legal 78,448 119 ,888 
Independent trustees fees 77,000 76,39 6 
A udit 76,020 74,683 
Registration 48,077 48,779  
Insurance 30,531 30,819  
N on- deductible G S T and H S T 3,850 3,850 
O ther ex penses 1,030 17,586 
  1,19 9 ,728 1,268,9 01 

 
C ommon ex penses shared with the H ealth and 

W elfare Fund ( note 3( f) ) :  
Rent  127,9 32  127,9 32 
O ffice ex penses 9 5,840 9 0,038 
A nnual report to members 25,408 70,19 0 
Postage 30,49 4 31,252 
Travel, conferences and meeting ex penses 6,9 54 14,710 
O ther shared ex penses  5,542 3,834 
  29 2,170 337,9 56 
Less H ealth and W elfare Fund share ( 146,085)  ( 168,9 78)  
  146,085 168,9 78 
 

 $  1,345,813 $  1,437,879  
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
11.  Capital risk  manag ement:  

The capital of the Pension Fund is represented by the net assets available for benefits.  The main 
objective of the Pension Fund is to sustain a certain level of net assets in order to meet the 
pension obligations of the Pension Fund, which are not presented or discussed in these financial 
statements.   
 
The Pension Fund fulfils its primary objective by adhering to specific investment policies outlined in 
its S tatement of Investment Policies and Procedures ( the " S IPP" ) , which is reviewed annually by 
the Plan Trustees. The S IPP established on February 11, 2000 and was last amended on 
December 7, 2017. 
 
The Pension Fund' s investment was allocated within allowed asset categories in the S IPP, as of 
the date of the Pension Fund’s financial statements.  The following tables presents the asset 
allocation for each asset category and total investments, along with appropriate benchmarks based 
on the S IPP in effect at the end of December 31, 2017 and December 31, 2016. 

December 31, 2017 B enchmark Target Range ( % )  A ctual ( % )  
 

C ash and cash eq uivalents 9 1 Day Treasury B ill 0.0 – 4.0   0.1 
C anadian eq uities S & P TS X  C omposite 10.0 – 25.0   19 .9  
  B MO  S mall C ap U nweighted 

 B lended Index  
N on- C anadian eq uities MS C I W orld Index  10.0 – 30.0   20.5 
Fix ed income securities FTS E  TMX  C anada  15.0 – 30.0   18.6 
 Long Term B ond Index  
A lternative fix ed income FTS E  TMX  C anada 5.0 – 20.0   11.3 
 U niverse Term B ond Index  
Infrastructure C anadian C PI +  6%  5.0 – 15.0   9 .9  
Private eq uities MS C I W orld Index  5.0 – 15.0   9 .8 
Real estate C anadian C PI +  5%  5.0 – 12.5   9 .9  
 
Total investments    100.0   100.0 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 

11.  Capital risk  manag ement ( c ontinued) :  

December 31, 2016 B enchmark Target Range ( % )   A ctual ( % )  
 

C ash and cash eq uivalents 9 1 Day Treasury B ill 0.0 – 4.0   0.0 
C anadian eq uities S & P TS X  C omposite 10.0 – 35.0   22.3 
  B MO  S mall C ap U nweighted 

 B lended Index  
N on- C anadian eq uities MS C I W orld Index  10.0 – 30.0   18.8 
Fix ed income securities FTS E  TMX  C anada  15.0 – 30.0   19 .0 
 Long Term B ond Index  
A lternative fix ed income FTS E  TMX  C anada 5.0 – 20.0   12.6 
 U niverse Term B ond Index  
Infrastructure C anadian C PI +  6%  5.0 – 15.0   8.8 
Private eq uities MS C I W orld Index  5.0 – 15.0   9 .1 
Real estate C anadian C PI +  5%  5.0 – 12.5   9 .4 
 
Total investments    100.0   100.0 
 
The Pension Fund' s investments are within the asset allocation target ranges as at 
December 31, 2017. 

The Pension Fund' s investment positions ex pose it to a variety of financial risks which are 
discussed in note 12.  The Pension Fund manages net assets by engaging knowledgeable 
investment managers who are charged with the responsibility of investing ex isting funds and new 
funds ( current year' s employer contributions)  in accordance with the approved S IPP. The 
allocation of assets among various asset categories is monitored by The Plan administrator on a 
monthly basis.  A  comprehensive review is conducted q uarterly, which includes measurement of 
returns, comparison of returns to appropriate benchmarks, ranking of returns and risk analysis.   

Increases in net assets are a direct result of investment income generated by investments held 
by the Pension Fund and contributions into the Pension Fund by the employers. The main use of 
net assets is for benefit payments to eligible Plan members.  

42  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS



 

43  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS 

 

THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 

12.  Financ ial instruments:  

( a)  Fair values:  

 The fair values of investments are as described in note 3( d) . The fair values of other financial 
assets and liabilities, being cash, contributions receivable, accounts receivable, accounts 
payable and accrued liabilities, amounts due to other pension funds and due to The E dmonton 
Pipe Industry H ealth and W elfare Fund, approx imate their carrying values due to the short-
term nature of these financial instruments. 

Fair value measurements recogniz ed in the statement of net assets available for benefits are 
categoriz ed using a fair value hierarchy that reflects the significance of inputs used in 
determining the fair values. 

• Level 1 -  unadjusted q uoted prices in active markets for identical assets or liabilities;  

• Level 2 -  inputs other than q uoted prices included in Level 1 that are observable for the 
asset or liability, either directly or indirectly;  and 

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

There were no significant transfers between Level 1, Level 2 and Level 3 during the year 
ended December 31, 2017. 

The following table illustrates the classification of the Pension Fund’s financial instruments using 
the fair value hierarchy:  

2017 Level 1 Level 2 Level 3 Total 
 

C ash and cash eq uivalents $  2,189 ,857 $  -  $  -  $  2,189 ,857 
C anadian eq uities 83,875,113 288,716,542 -  372,59 1,655 
N on- C anadian eq uities -  383,645,578 -  383,645,578 
Fix ed income securities -  349 ,279 ,9 20 -  349 ,279 ,9 20 
A lternative fix ed income -  -  211,584,813 211,584,813 
Infrastructure -  -  185,265,278 185,265,278 
Private eq uities -  -  183,789 ,207 183,789 ,207 
Real estate -  -  186,263,662 186,263,662 

 
 $  86,064,9 70 $ 1,021,642,040 $  766,9 02,9 60 $  1,874,609 ,9 70 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
12.  Financ ial instruments ( c ontinued) :  

( a)  Fair values ( continued) :  

2016 Level 1 Level 2 Level 3 Total 
 

C ash and cash eq uivalents $  666,880 $  -  $  -  $  666,880 
C anadian eq uities 9 8,584,343 279 ,882,156 -  378,466,49 9  
N on- C anadian eq uities -  320,274,759  -  320,274,759  
Fix ed income securities -  323,450,135 -  323,450,135 
A lternative fix ed income -  -  213,269 ,000 213,269 ,000 
Infrastructure -  -  149 ,29 1,568 149 ,29 1,568 
Private eq uities -  -  154,067,222 154,067,222 
Real estate -  -  159 ,59 9 ,130 159 ,59 9 ,130 

 
 $  9 9 ,251,223 $  9 23,607,050 $  676,226,9 20 $  1,69 9 ,085,19 3 

 

The following table reconciles the Pension Fund’s Level 3 fair value measurements for the years 
ended December 31:  

 A lternative  Private Real 
2017 fix ed income Infrastructure E q uities estate Total 

 
B alance, beginning 

of year $  213,269 ,000 $  149 ,29 1,568 $  154,067,222 $  159 ,59 9 ,130 $  676,226,9 20 
C hange in cash 

balance held with 
investment managers ( 275,733)  ( 29 1,9 26)  683,9 85 -  116,326 

G ain ( loss)  included 
in income 889 ,504 23,372,29 9  50,110,632 10,232,274 84,604,709  

Foreign currency gain  
( loss)  included  
in income ( 6,845,49 3)  ( 9 ,9 41,374)  ( 9 ,230,307)  ( 8,510,153)  ( 34,527,327)  

Purchases 27,684,701 34,516,9 48 12,776,472 33,850,785 108,828,9 06 
Disposals and  
distributions ( 37,533,654)  ( 14,107,765)  ( 24,558,368)  ( 22,9 46,727)  ( 9 9 ,146,514)  
N et investment  

activity within  
investment manager 14,39 6,488 2,425,528 ( 60,429 )  14,038,353 30,79 9 ,9 40 

 
B alance, end of year $  211,584,813 $  185,265,278 $  183,789 ,207 $  186,263,662 $  766,9 02,9 60 
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THE EDMONTON PI PE I NDUSTRY PENSI ON TRUST FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 

 
12.  Financ ial instruments ( c ontinued) :  

( a)  Fair values ( continued) :  

 A lternative  Private Real 
2016 fix ed income Infrastructure E q uities estate Total 

 
B alance, beginning 

of year $  189 ,530,434 $  102,89 9 ,466 $  134,185,125 $  116,415,237 $  543,030,262 
C hange in cash 

balance held with 
investment managers ( 1,522,9 69 )  ( 803,442)  ( 653,647)  -  ( 2,9 80,058)  

G ain ( loss)  included 
in income 1,9 9 8,9 72 8,773,785 3,875,075 8,460,564 23,108,39 6 

Foreign currency gain  
( loss)  included  
in income ( 7,406,9 47)  ( 5,69 1,9 50)  ( 3,622,256)  ( 1,739 ,454)  ( 18,460,607)  

Purchases 46,673,264 41,9 88,276 20,071,622 40,49 0,59 0 149 ,223,752 
Disposals and  

distributions ( 33,19 1,429 )  ( 3,871,803)  ( 11,550,39 2)  ( 6,185,486)  ( 54,79 9 ,110)  
N et investment 

activity within 
investment manager 17,187,675 5,9 9 7,236 11,761,69 5 2,157,679  37,104,285 

 
B alance, end of year $  213,269 ,000 $  149 ,29 1,568 $  154,067,222 $  159 ,59 9 ,130 $  676,226,9 20 
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12.  Financ ial instruments ( c ontinued) :  

( b)  A ssociated risks:  

( i)  Market price risk:  

 Market price risk is the risk that the value of an instrument will fluctuate as a result of 
changes in market prices, whether those changes are caused by factors specific to an 
individual investment, its issuer or all factors affecting all instruments traded in the market. 
As all of the Pension Fund’s financial instruments are carried at fair value with fair value 
changes recogniz ed in the statement of changes in net assets available for benefits, all 
changes in market conditions will directly result in an increase ( decrease)  in net assets. 
Market price risk is managed by the Plan through construction of a diversified portfolio of 
instruments traded on various markets and across various industries. 

 The Pension Fund’s investments in eq uities are also sensitive to market fluctuations. A n 
immediate hypothetical decline of 10%  in C anadian and non- C anadian eq uity values will 
impact the Pension Fund’s equity investments by an approximate loss of $75,623,723 ( 2016 
-  $  69 ,874,126) . 

( iii)  Liq uidity risk:  

Liq uidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. 

A pprox imately 59 .1%  ( 2016 – 60.1%) of the Pension Fund’s investments are in securities 
traded in public markets. These include C anadian and non- C anadian eq uity, which is 
approx imately 40.4%  ( 2016 – 41.1%) of the Pension Fund’s total investments, cash and 
fix ed income securities ( classified as either Level 1 or 2 in the fair value hierarchy) . 
A lthough market events could lead to some investments becoming illiq uid, the diversity of 
the Pension Fund portfolios should ensure that liq uidity is available for benefit payments. 
The Pension Fund also maintains cash on hand for liq uidity purposes to pay accounts 
payable and accrued liabilities and to make additional investments. A t December 31, 2017, 
the Pension Fund had cash in its operating and investing bank accounts in the amount of 
$ 42,019 ,508 ( 2016 -  $ 36,719 ,663)  and held with its investment managers in the amount of 
$ 2,189 ,857 ( 2016 -  $ 666,880) . 

.
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12.  Financ ial instruments ( c ontinued) :  

( b)  A ssociated risks ( continued) :  

( ii)  Liq uidity risk ( continued) :  

The following table summariz es the maturities of the fix ed income securities held as direct 
investments at the end of the period by the earlier of the contractual re- pricing dates or the 
maturity dates:  

 2017 2016 
   
C ontractual re- pricing date for fix ed 

rate instruments:  
W ithin 1 year $  6,015,448 $  229 ,229  
1 to 5 years -  -  
5 to 10 years -  -  
O ver 10 years -  -  

 
 $  6,015,448 $  229 ,229  

 
( iii)  Foreign currency risk:  

Foreign currency risk is the risk that the value or future cash flows of a financial instrument 
will fluctuate because of changes in foreign ex change rates.  The Plan holds financial 
instruments denominated in currencies other than the C anadian dollar.  C onseq uently, the 
Plan is ex posed to risk that the ex change rates of the various currencies may change in a 
manner that has an adverse effect on the value of the portion of the Plan' s assets or 
liabilities denominated in currencies other than the C anadian dollar.  

A s a result, fluctuations in the relative value of the C anadian dollar against these foreign 
currencies can result in a positive or negative effect on the fair value of investments. 
A pprox imately 42.1%  ( 2016 – 36.3% ) , or $ 789 ,19 0,179  ( 2016 -  $ 668,854,177)  of the 
Pension Fund’s financial instruments are denominated in currencies other than the 
C anadian dollar. S uch risk is mitigated by the diversification of the balanced fund’s 
investments across many jurisdictions including C anada.
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12.  Financ ial instruments ( c ontinued) :  

( b)  A ssociated risks ( continued) :  

( iii)  Foreign currency risk ( continued) :  

The following table summariz es the ex posure to foreign currency investments if the value 
of the C anadian dollar increased by 10%  against all currencies, and all other variables are 
held constant, as at December 31:  

 2017  2016 
 Fair V alue S ensitivity Fair V alue S ensitivity 

 
C urrency:  
U .S . dollar $  754,427,9 72 $  ( 75,442,79 7)  $  615,707,209  $  ( 61,570,721)  
B ritish pound  28,49 3,9 58 ( 2,849 ,39 6)  45,638,9 89  ( 4,563,89 9 )  
E uro  6,268,249  ( 626,825)  7,507,9 79  ( 750,79 8)  
 
Total  $  789 ,19 0,179  $  ( 78,9 19 ,018)  $  668,854,177 $  ( 66,885,418)  

  

( iv)  C redit risk:  

C redit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a 
commitment that it has entered into with the Pension Fund.  C redit risk is generally higher 
when a non- ex change traded financial instrument is involved because the counterparty for 
non- ex change traded financial instruments is not backed by an ex change clearing house. 

The Pension Fund’s fixed income investments are primarily in Canadian - issued 
instruments and are diversified among federal, provincial, corporate and other issuers. In 
order to minimiz e the ex posure to credit risk, a comprehensive investment policy has been 
developed. The S IPP restriction prohibits directly or indirectly investing more than 25%  of 
assets in any one entity.  Furthermore, the S IPP limits the purchase of fix ed income 
securities to those having a credit rating of B B B  or higher by the Dominion B ond Rating 
S ervice. There were no significant concentrations of credit risk in the portfolio in either 
2017 or 2016. The max imum credit risk ex posure as at December 31, 2017 is 
$ 564,284,841 ( 2016 -  $ 541,265,354) , comprised of contributions receivable and accounts 
receivable of $ 3,420,108 ( 2016 -  $ 4,546,219 )  and fix ed income securities and alternative 
fix ed income of $ 560,864,733 ( 2016 -  $ 536,719 ,135) . 
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12.  Financ ial instruments ( c ontinued) :  

( b)  A ssociated risks ( continued) :  

( iii)  Interest rate risk:  

Interest rate risk is the risk that the market value of the Pension Fund’s investments will 
fluctuate due to changes in market interest rates. To properly manage the Pension Fund’s 
interest rate risk, appropriate guidelines on the weighting and duration for the bonds and 
other fix ed income investments are set and monitored.  

13 .  Comparativ e inf ormation:  

C ertain comparative information has been reclassified to conform to the current year presentation.  
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
 
HEALTH AND WELFARE FUND HI G HLI G HTS AND COMMENTARY 
 
The Trustees of the H ealth and W elfare Fund have the objective of providing a plan of 
benefits to covered Members to help offset normal health care ex penses.  In addition, the 
Plan is designed to provide valuable benefits to help the Members and their families 
when there are major events such as death and disability.  The H ealth and W elfare Plan 
provides life insurance, disability and health care benefits to active and disabled 
Members. The Plan provides life insurance, health and dental care benefits to retired 
Members. The Plan also provides health and dental benefits to the widows of active and 
retired Members.  W e believe the Plan contributes to the overall good health and well 
being of Plan Members and their families.   
 
During the year ended December 31, 2017, on average, the Plan provided benefits to 
7,511 active Members;  1,150 retired Members;  167 disabled Members and 372 widows 
of Members. The Plan also provided 135 Members with benefits under the self- payment 
program.   
 
The Trustees have the sustainable long term funding of the Plan as an important 
objective.  The Plan is financed under several funding arrangements including insurance 
policies underwritten by G reat W est Life for the life, accidental death &  dismemberment 
and long term disability benefits.  The Plan’s medical, dental, vision care and short term 
disability benefits are funded solely by the assets of the H ealth and W elfare Fund – there 
is no insurance contract guaranteeing the payment of these benefits.  The Fund bears all 
of the risk of claims arising under these benefits.  If there is not enough funding available 
to pay benefits, the Trustees would amend the Plan to bring funding in line with the cost 
of benefits.   
 
During Fiscal 2017 total Fund ex penses were $ 37.14 million of which $ 28.58 million was 
to pay the claims for eligible health, dental, short term disability, vision care, out of 
country and employee assistance benefits ( self- funded claims)  for Members and their 
families. This chart below illustrates the Fund ex penses in Fiscal 2017:
 
   
 
 
   
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Self - Funded 
Claims 

( $ 28. 6 3  million)
7 7 %

Administrativ e 
Ex penses

 ( $ 2. 3 7  million)
7 %

Long  Term 
Disability

 ( $ 2. 29 million)
6 %

Lif e
I nsuranc e

 ( $ 3 . 85  million)
10%
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 

HEALTH AND WELFARE FUND HIGHLIGHTS AND COMMENTARY (Cont’d) 

In order to offer sustainable benefits to 
Plan Members, the Trustees must 
continually monitor the financial 
ex perience of the Plan. This ongoing 
ex amination of funding and benefit usage  
helps to ensure that the Plan has the 
necessary resources needed to meet the 
potential liabilities of the Plan. The 
liabilities of the Plan will fluctuate 
because of changes in our demographics 
and the Trustees must ensure that the 
Plan is responsive to the changing health 
care needs of the Members. The average 
age of our membership is increasing.  
Retired Member benefits are very highly 
subsidiz ed by the Fund and, as the Plan 
covers more Retired Members, we must 
be careful to hold enough in reserve to 
support the coverage allowed under the 
Plan.  Inflation and utiliz ation in health 
care are also important trends monitored 
by the Trustees.   

After a careful review of the Plan’s 
coverage and contributions, the Trustees 
announced the Plan changes as follows:  

1. E ffective with dental services incurred 
on/ after Ju ly 1, 2017, eligible 
ex penses were reimbursed on the 
basis of the 2016 fee guide used by 
the Plan. 

2. E ffective J anuary 1, 2018 the Plan will 
limit annual ex penses for medical 
marijuana to $ 1,500 for specific health 
conditions.  The Trustees will monitor 
the cost of claims for this benefit to 
determine funding levels going 
forward.  
 

3. E ffective with retirements on or after 
J uly 1, 2019  the Plan is introducing 
new eligibility and payment 
req uirements for both the E arly 
Retirees ( under age 65)  and Retiree 
( age 65 and over)  benefit packages.  
A ll Members have received notification 
of these upcoming changes in the mail 
as well as the article published in the 
Pipeline N ewsletter. 

 
 

In addition to providing ex cellent health 
care benefits, the Trustees have set a 
standard for clear, accurate and timely 
communication with Members. A  very 
good resource for information about the 
Plan is the Plan’s Web Site, 
www.epibenefitplans.com. C hanges 
to the Plan are always communicated 
to Members in newsletters. 
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HEALTH AND WELFARE FUND HIGHLIGHTS AND COMMENTARY (Cont’d)   
 

Funding  of  Welf are Plan Benef its 
 

A t December 31, 2017 the Fund had sufficient assets on hand to provide benefits to active 
Members for the entire amount deposited to their hour banks. The Fund also retained 
sufficient monies to provide retiree benefits for a period of 60 months.  
 
Retiree benefits are an important feature of the Plan. B enefits provided to Retirees are 
highly subsidiz ed by the Plan. The Trustees have made the decision to provide these 
benefits as long as the funding for them is available and there are no legislative barriers to 
providing them.  The Trustees may change the type of benefit provided, or the amount 
retired Members pay to the Plan for benefits, in order to secure the appropriate level of 
funding.  A s noted on the previous page, members should carefully review the new 
eligibility and costs associated with the Retiree benefits program which will come into 
effect with retirements on or after Ju ly 1, 2019 . 
 
A fter the Fund had set aside sufficient money to cover its defined liabilities, the Fund held 
unallocated net assets available for benefits of $ 67.01 million. 
 
The following graph shows the relationship between the average monthly self - payment 
contribution, or hour bank drawdown, and the average monthly cost of benefits paid by the 
Plan for the year ended December 31, 2017. 
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HEALTH AND WELFARE FUND HIGHLIGHTS AND COMMENTARY (Cont’d)   
 

The chart below shows how the average monthly cost of benefits has changed 
comparing 2016 to 2017:  
 

C lassification 
Fiscal 2017 

A verage Monthly 
C ost of B enefits 

Fiscal 2016 
A verage Monthly 
C ost of B enefits 

C hange in  
C ost of B enefits  

2016 to 2017 

A ctive Members using 
self- payment $ 420.00 $ 404.00 + 9 .6%  

Retired Members under 
age 65 $ 300.00 $ 336.00 - 11.8%  

Retired Members over 
age 65 $ 278.00 $ 262.00 + 6.1%  

A ctive Members $ 29 8.00 $ 283.00 + 5.3%  

 
 
WELFARE FUND I NV ESTMENTS 
 
The Fund’s investments are governed by an investment policy approved by the Trustees.  
Investment income is important to the Fund because, as shown above, some of the 
Plan’s benefits are highly subsidiz ed.  Investment income helps to support the subsidies.  
W ithout investment income, earned under a conservative investment mandate, the active 
Members’ hour bank drawdown would be higher.  The Fund’s investment policy ensures 
that there are sufficient liq uid assets on hand to pay benefits and premiums. The 
investment policy also allows some assets to be invested in longer- term securities.   
 
The Fund earned investment income of $ 6.26 million in Fiscal 2017 ( $ 5.50 million in 
Fiscal 2016) .  A t December 31, 2017, the assets managed by TD A sset Management 
( TDA M)  had a market value of $ 65.9  million.  This investment is comprised of C anadian 
and G lobal eq uities held in pooled funds.   The Fund also has an investment of $ 60.3 
million managed by Phillips, H ager &  N orth. This investment is in short term bonds and 
mortgages which address the Fund’s need for security of capital and liquidity. A snapshot 
of where the Fund’s assets are invested at December 31, 2017 is as shown in the graph 
below:    
 

Phillips,  Hag er &  
North 
4 8%

TDAM
5 2%
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 KPMG LLP 
 2200, 10175 - 101 Street 
 Edmonton AB T5J 0H3 
 Canada 
 Telephone (780) 429-7300 
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KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent  
member firms affiliated with KPMG International Cooperative ("KPMG International"), a Swiss entity.   
KPMG Canada provides services to KPMG LLP. 
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INDEPENDENT AUDITORS' REPORT 

 
To the B oard of Trustees of The E dmonton Pipe Industry H ealth and W elfare Fund 
  
W e have audited the accompanying financial statements of The E dmonton Pipe Industry H ealth and 
W elfare Fund, which comprise the statement of financial position as at December 31, 2017, and the 
statement of changes in net assets available for benefits for the year then ended, and notes, 
comprising a summary of significant accounting policies and other ex planatory information. 

Management's Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with C anadian 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 
 
O ur responsibility is to ex press an opinion on these financial statements based on our audit. W e 
conducted our audit in accordance with C anadian generally accepted auditing standards. Those 
standards req uire that we comply with ethical req uirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material misstatement. 
 
A n audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our 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, we consider 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 ex pressing an opinion on the effectiveness of the entity' s 
internal control. A n 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. 
 
W e believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Opinion 
 
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
The E dmonton Pipe Industry H ealth and W elfare Fund as at December 31, 2017, and the changes in 
its net assets available for benefits for the year then ended in accordance with C anadian accounting 
standards for pension plans. 
 

 
 
C hartered Professional A ccountants 
 
May 16, 2018 
E dmonton, C anada 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
S tatement of Financial Position 
 
December 31, 2017, with comparative information for 2016 
 
 2017 2016 

 

ASSETS 
C ash $  4,543,778 $  8,024,9 84 
Investments ( note 4)  126,29 2,840 120,163,376 
C ontributions receivable -  employer 2,126,038 2,19 7,783 
A ccrued investment income 7,245 5,825 
Prepaid ex penses and deposits 2,422,025 2,423,49 1 
Due from The E dmonton Pipe Industry 

Pension Trust Fund ( note 5)   68,460  8,154 
 135,460,386 132,823,613 

 
LI ABI LI TI ES 

A ccounts payable and accrued liabilities  2,89 7,783  3,075,9 16 
A mounts due to other health and welfare  

funds ( note 6)  352,227  152,39 1 
Reserve for unpaid claims  1,568,29 8 1,470,106 
Reserve for advance contributions 36,252 37,238 
 4,854,560 4,735,651 

 
N et assets available for benefits ( note 7)  $  130,605,826 $  128,087,9 62 

S ee accompanying notes to financial statements.  
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
S tatement of C hanges in N et A ssets A vailable for B enefits 
 
Y ear ended December 31, 2017, with comparative information for 2016 
 
 2017 2016 

 

Increase in net assets:  
 Investment and other income ( note 8)  $  6,260,216 $  5,509 ,545 
 E mployer contributions  30,883,849   30,815,224 
 Members'  and pensioners'  cash contributions  1,39 3,514  1,284,59 2 
 Members'  optional insurance contributions 48,013 52,137 

Reciprocal transfers from other health and 
welfare funds ( note 6)  763,673 630,442 

Transfers from the A lberta Refrigeration 
Industry H ealth and W elfare Trust Fund 2,435,646 1,515,9 15 

 Decrease in reserve for unpaid claims -  587,318 
 41,784,9 11 40,39 5,173 

 
Decrease in net assets:  

H ealth, dental, vision and short- term disability claims 27,859 ,647 25,740,450 
 Long- term disability premiums 2,29 0,000 2,117,671 
 Life insurance premiums 3,369 ,563 3,516,859  
 A ccidental death and dismemberment premiums 434,9 36 429 ,063 
 Increase in reserve for unpaid claims 9 8,19 2 -  
 C laims administration fees 1,221,401 1,126,227 
 E mployee assistance program  343,9 60 365,9 03 
 O ut- of- country insurance claims 380,380 378,561 
 Members'  optional life insurance premiums 49 ,024 50,233 
 Reciprocal transfers to other health and 
          welfare funds ( note 6)  2,124,118 1,637,9 71 

Investment manager and custodian fees 29 9 ,406 287,135 
A dministrative ex penses ( note 9 )  79 6,420 9 08,026 

    39 ,267,047 36,558,09 9  
 
Increase in net assets available for benefits 2,517,864 3,837,074 
 
N et assets available for benefits, beginning of year 128,087,9 62 124,250,888 
 
N et assets available for benefits, end of year $  130,605,826 $  128,087,9 62 

S ee accompanying notes to financial statements. 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements 

Y ear ended December 31, 2017 

1.  Nature of  the Fund:   

The U nited A ssociation of J ourneymen and A pprentices of the Plumbing and Pipe Fitting Industry 
of the U nited S tates and C anada, Local 488 ( the " U nion" )  and the C onstruction Labour Relations -  
an A lberta A ssociation Mechanical ( Provincial)  Trade Division Pursuant to Registration C ertificate 
N o. 27 ( the " Party E mployers" )  entered into an agreement and declaration of trust dated May 7, 
19 65 ( the " H ealth and W elfare Trust A greement" )  which has been amended and restated as of 
A ugust 13, 2007. The H ealth and W elfare Trust A greement provides for the establishment, 
maintenance, investment and administration of a fund known as The E dmonton Pipe Industry 
H ealth and W elfare Fund ( the " H ealth and W elfare Fund" ) , created pursuant to The E dmonton 
Pipe Industry H ealth and W elfare Plan (the “Health and Welfare Plan”) which includes all 
restatements and amendments to J anuary 1, 2017. The H ealth and W elfare Plan itself was 
established pursuant to a collective agreement between the U nion and the Party E mployers dated 
May 7, 19 65 ( the " C ollective A greement" )  and renewed for the period until A pril 30, 2019 . The 
H ealth and W elfare Fund is a registered trust with C anada Revenue A gency under registration 
number T11- 3126- 56.  

Members are not req uired to contribute to the H ealth and W elfare Fund. E mployers contribute to 
the H ealth and W elfare Fund at the rate specified in a collective agreement. B enefits provided 
under the H ealth and W elfare Plan are paid from the H ealth and W elfare Fund. 

U p to and including the year ended December 31, 2015, the U nion sponsored two separate health 
and welfare plans:  The E dmonton Pipe Industry H ealth and W elfare Plan and the A lberta 
Refrigeration Industry B enefit Plan.  E ffective May 1, 2016, the two plans sponsored by the U nion 
amalgamated and all members of both plans now obtain their benefits through The E dmonton Pipe 
Industry H ealth and W elfare Fund.  The E dmonton Pipe Industry H ealth &  W elfare Fund invoices, 
on a monthly basis, the A lberta Refrigeration Industry B enefit Plan for the costs of claims for the 
former A lberta Refrigeration B enefit Plan members until the A lberta Refrigeration Industry B enefit 
Plan’s net assets are fully expended.  After those net assets have been fully exhausted The 
E dmonton Pipe Industry H ealth &  W elfare Fund will assume liability for all costs and ex penses 
related to the former A lberta Refrigeration B enefit Plan members. 

For more complete information, reference should be made to the H ealth and W elfare Trust 
A greement, and the H ealth and W elfare Plan documents. 

The benefits provided by the H ealth and W elfare Plan are funded using a variety of methods as set 
out below:  

( a)  health, dental, short- term disability and out- of- country benefits are funded solely by the assets 
of the H ealth &  W elfare Fund;  

( b)  long- term disability, accidental death and dismemberment, and optional life insurance benefits 
are provided G reat W est Life under a contract of insurance which uses a pooled funding 
method;  
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
1.  Nature of  the Fund ( c ontinued) :   

( c)  member and dependent life insurance benefits are provided under contract with G reat W est 
Life. This contract has a hold- harmless provision which may req uire that the H ealth and 
W elfare Fund pay any shortfall of premiums which are insufficient to pay claims;  

( d)  administration of the out- of- country benefit is arranged through a contract with G lobal E x cel;  
and  

( e)  the employee assistance program is administered by the C onstruction E mployees Family 
A ssistance Program. 

( f)  The B oard of Trustees reserves the right to amend or terminate any of the benefits under the 
H ealth and W elfare Plan. 

2.  Basis of  preparation:  

( a)  B asis of presentation:  

These financial statements have been prepared by management in accordance with 
C anadian accounting standards for pension plans, which are also applicable to entities such 
as the H ealth and W elfare Fund that provide benefits other than pensions, and present 
information about the aggregate financial position of the H ealth and W elfare Fund and the 
net assets available to meet benefit payments.   

In selecting or changing accounting policies that do not relate to its investment portfolio, 
C anadian accounting standards for pension plans req uire the H ealth and W elfare Fund to 
comply ( on a consistent basis)  with either International Financial Reporting S tandards 
( " IFRS " )  in Part I of the C PA  C anada H andbook -  A ccounting or C anadian A ccounting 
S tandards for Private E nterprises in Part II of the C PA  C anada H andbook -  A ccounting. The 
H ealth and W elfare Fund has chosen to comply on a consistent basis with IFRS . 

These financial statements are prepared to assist H ealth and W elfare Plan members and 
others in reviewing the financial activities of the H ealth and W elfare Fund for the fiscal period 
but they d o not portray the financial position of the H ealth and W elfare Plan, its funding 
req uirements nor the benefit security of individual H ealth and W elfare Plan members.  

These financial statements have been prepared in accordance with the significant accounting 
policies set out below.  

( b)  B asis of measurement:   

The financial statements have been prepared on the historical cost basis ex cept for 
investments and derivative financial instruments which are measured at fair value through 
the statement of changes in net assets available for benefits. 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

2.  Basis of  preparation ( c ontinued) :  

 ( c)  Functional and presentation currency:  

 These financial statements are presented in C anadian dollars, which is the H ealth and 
Welfare Fund’s functional currency. 

( d)  U se of estimates and judgments:  

 The preparation of the financial statements req uires management to make judgments, 
estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets and liabilities at the date of the statement of net assets available for 
benefits and the reported amounts of changes in net assets available for benefits during the 
year. A ctual results may differ from those estimates. 

 E stimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recogniz ed in the period in which the estimates are revised and in 
any future years affected. 

3 .  Sig nif ic ant ac c ounting  polic ies:   

 ( a)  Foreign currency:  

 Transactions in foreign currencies are translated into C anadian dollars at the ex change rate 
at the dates of the transactions. Monetary assets and liabilities denominated in foreign 
currencies at the reporting date are translated into C anadian dollars at the ex change rate at 
that date. 

 Foreign currency differences arising on translation are recogniz ed in the statement of 
changes in net assets available for benefits as changes in net unrealiz ed gains on 
investments. 

( b)  Income recognition:  

 Investment income is recorded on an accrual basis and includes interest, dividends and 
other income. 

( c)  Financial assets and financial liabilities:  

( i)  Financial assets:  

Financial assets are recogniz ed initially on the trade date, which is the date that the 
H ealth and W elfare Fund becomes a party to the contractual provisions of the 
instrument.  U pon initial recognition, attributable transaction costs are recogniz ed in the 
statement of changes in net assets available for benefits as incurred.
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( c)  Financial assets and financial liabilities ( continued) :  

( i)  Financial assets ( continued) :  

The H ealth and W elfare Fund measures all of its investments at fair value through the 
statement of changes in net assets available for benefits. 

A ll other non- derivative financial assets including contributions receivable – employer 
and due from The E dmonton Pipe Industry Pension Trust Fund are measured at 
amortiz ed cost. 

The H ealth and W elfare Fund derecogniz es a financial asset when the contractual rights 
to the cash flows from the asset ex pire, or it transfers the rights to receive the 
contractual cash flows in a transaction in which substantially all the risks and rewards of 
ownership of the financial asset are transferred or in which the H ealth and W elfare Fund 
neither transfers nor retains substantially all the risks and rewards of ownership and 
does not retain control of the financial asset. 

O n derecognition of a financial asset, the difference between the carrying amount of the 
asset, and consideration received is recogniz ed in the statement of changes in net 
assets available for benefits as a net realiz ed gain on sale of investments. 

( ii)  Financial liabilities:  

A ll financial liabilities are recogniz ed initially on the trade date at which the H ealth and 
W elfare Fund becomes a party to the contractual provisions of the instrument. 

The H ealth and W elfare Fund derecogniz es a financial liability when its contractual 
obligations are discharged, cancelled or ex pires. 

The H ealth and W elfare Fund considers it accounts payable and accrued liabilities and 
amounts due to other health and welfare funds to be financial liabilities. 

( iii)  Derivative financial instruments:  

Derivative financial instruments are recogniz ed initially at fair value and attributable 
transaction costs are recogniz ed in the statement of changes in net assets available for 
benefits as incurred.  S ubseq uent to initial recognition, derivatives are measured at fair 
value, and all changes are recogniz ed immediately in the statement of changes in net 
assets available for benefits. 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( c)  Financial assets and financial liabilities ( continued) :  

Financial assets and liabilities are offset and the net amount presented in the statement of 
financial position when the H ealth and W elfare Fund has a legal right to offset the amounts 
and it intends either to settle on a net basis or to realiz e the asset and settle the liability 
simultaneously. 

( d)  Fair value measurement:  

Fair value is the price that would be received to sell an asset or paid to transfer a liability in 
an orderly transaction between market participants at the measurement date. 

 In determining fair value, the H ealth and W elfare Fund has adopted the guidance in IFRS  13, 
Fair Value Measurement (“IFRS 13”), in Part I of the CPA Canada Handbook. As allowed 
under IFRS  13, if an asset or a liability measured at fair value has a bid and an ask price, the 
price within the bid- ask spread that is the most representative of fair value in the 
circumstances shall be used to measure fair value. The H ealth and W elfare Fund uses 
closing market price as a practical ex pedient for fair value measurement. 

 W hen available, the H ealth and W elfare Fund measures the fair value of an instrument using 
q uoted prices in an active market for that instrument. A  market is regarded as active if 
q uoted prices are readily and regularly available and represent actual and regularly occurring 
market transactions on an arm’s length basis. 

If a market for a financial instrument is not active, then the H ealth and W elfare Fund 
establishes fair value using a valuation techniq ue. V aluation techniq ues include using recent 
arm’s length transactions between knowledgeable, willing parties (if available) , reference to 
the current fair value of other instruments that are substantially the same, discounted cash 
flow analyses and option pricing models. 

 The best evidence of the fair value of a financial instrument at initial recognition is the 
transaction price, i.e. the fair value of the consideration given or received, unless the fair 
value of that instrument is evidenced by comparison with other observable current market 
transactions in the same instrument or based on a valuation techniq ue whose variables 
include only data from observable markets. W hen transaction price provides the best 
evidence of fair value at initial recognition, the financial instrument is initially measured at the 
transaction price and any difference between this price and the value initially obtained from a 
valuation model is subseq uently recogniz ed in changes in net assets available for benefits on 
an appropriate basis over the life of the instrument but not later than when the valuation is 
supported wholly by observable market data or the transaction is closed out. 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
3 .  Sig nif ic ant ac c ounting  polic ies ( c ontinued) :   

( d)  Fair value measurement ( continued) :  

A ll changes in fair value, other than interest and dividend income and ex pense, are 
recogniz ed in the statement of changes in net assets available for benefits as part of the 
change in net unrealiz ed gains. 

Fair values of investments are determined as follows:  

C ash is recorded at cost, which together with accrued investment income approx imates fair 
value. 

Pooled funds are valued at the unit values supplied by the pooled fund administrator, which 
represent the Health and Welfare Fund’s proportionate share of the underlying net assets 
determined using closing market prices. 

( h)  N et realiz ed gain on sale of investments:  

The net realiz ed gain on sale of investments is the difference between proceeds received 
and the average cost of investments sold. 

( i)  C ommon ex penses:  

C ertain ex penses are shared eq ually between the H ealth and W elfare Fund and The 
Edmonton Pipe Industry Pension Trust Fund (the “Pension Trust Fund”), an organization 
operating out of the same premises and under the same B oard of Trustees and 
management. 

( j)  Income tax es:  

The H ealth and W elfare Fund is a trust recogniz ed administratively by the C anada Revenue 
A gency. Investment income earned by the H ealth and W elfare Fund, net of eligible 
deductions, is subject to income tax .
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
4 .  I nv estments:  

   2017 2016 
 

Phillips, H ager &  N orth -  S hort Term 
B ond &  Mortgage Fund  $  60,339 ,142 $  70,233,121 

TD A sset Management -  C anadian E q uity and 
G lobal E q uity Pooled Fund   65,9 53,69 8  49 ,9 30,255 

 
 $  126,29 2,840 $  120,163,376 

 

5 .  Due f rom The Edmonton Pipe I ndustry Pension Trust Fund:  

The amount due from the Pension Trust Fund is non- interest bearing, unsecured and has no set 
terms of repayment. 

6 .  Rec iproc al ag reements w ith other health and w elf are f unds:  

 The H ealth and W elfare Fund has entered into reciprocal agreements with other health and 
welfare funds. These agreements provide that contributions received on account of employees 
working in a jurisdiction other than their local union are remitted on a monthly basis to the local 
union of which they are a member.

 

.
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
7 .  Net assets av ailable f or benef its:  

   2017 2016 
           

Reserve for future plan benefits  $  59 ,412,750 $  54,162,9 58 

Reserve for adverse claims fluctuations  4,178,9 47  3,861,068 

U nallocated  67,014,129   70,063,9 36 
 

 $  130,605,826 $  128,087,9 62 

 The reserve for future plan benefits is a provision established by the Trustees to support the 
payment of benefits to members and their beneficiaries. The reserve for future plan benefits is 
comprised of two components calculated as follows:  

( a)  For active members, an estimated provision based on ( i)  the average actual cost of benefits for 
such members for the 12 months ended December 31, 2017 multiplied by ( ii)  the estimated 
number of months of coverage determined by dividing the accumulated hour bank for all active 
members by 130 hours;  and 

( b)  For retired, disabled and widows of deceased members, an estimated provision based on ( i)  
the average actual cost of benefits for such group of persons for the 12 months ended 
December 31, 2017 multiplied by ( ii)  60 months. 

The reserve for adverse claims fluctuations was established by the Trustees to consider the risk 
that future claims in the aggregate will be higher than the amount supported by current funding 
rates. The reserve for adverse claims fluctuations has been established at approx imately 15%  of 
benefit claims paid in the most recent fiscal year. 

8.  I nv estment inc ome:  

  2017 2016 
 

Interest and other income $  66,257 $  81,171 
Phillips, H ager &  N orth S hort Term B ond &  Mortgage 

Fund -  interest and realiz ed capital gains 9 63,431 1,718,9 49  
TD A sset Management -  C anadian E q uity and G lobal  

E q uity Pooled Fund -  dividends and net realiz ed gains 6,19 0,020 2,376,510 
Letko B rosseau &  A ssociates B alanced Fund -  

interest, dividends and net realiz ed losses -  ( 2,116,231)  
C hange in net unrealiz ed ( losses)  gains on investments ( 9 59 ,49 2)  3,449 ,146 

 
 $  6,260,216 $  5,509 ,545 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
  
 
9.  Administrativ e ex penses:  

  2017 2016 
 

Direct ex penses:  
A dministration fees $  462,834 $  452,89 7 
C onsulting fees 21,400 104,027 
Independent trustees fees 38,000 38,000 
A udit 35,721 34,39 1 
Insurance 30,531 30,819  
N on- deductible G S T and H S T 18,486 21,19 4 
O ffice ex penses 4,712 18,173 
B ank charges 18,579  17,772 
C omputer maintenance 6,460 12,9 68 
Legal 13,612 8,807 
  650,335 739 ,048 

 
C ommon ex penses shared eq ually with the Pension  

Trust Fund ( note 3( f) ) :  
Rent  127,9 32  127,9 32 
O ffice ex penses 9 5,840 9 0,038 
A nnual report to members 25,408 70,19 0 
Postage 30,49 4 31,252 
Travel, conferences and meeting ex penses 6,9 54 14,710 
O ther shared ex penses 5,542 3,834 
  29 2,170 337,9 56 
Less Pension Trust Fund share ( 146,085)  ( 168,9 78)  
  146,085 168,9 78 
 

 $  79 6,420 $  9 08,026 
 
 

 

68  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS



 

 
69  |  THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS 

THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
10.  Capital risk  manag ement:  

The capital of the H ealth and W elfare Fund is represented by the net assets available for benefits. 
The main objective of the H ealth and W elfare Fund is to sustain a certain level of net assets in order 
to meet the health and welfare obligations of the H ealth and W elfare Plan, which are not presented 
or discussed in these financial statements.  

The H ealth and W elfare Fund fulfils its primary objective by adhering to specific investment policies 
outlined in its Statement of Investment Policies and Procedures (the “SIPP”), which is reviewed 
annually by the H ealth and W elfare Fund Trustees. The S IPP was established on May 27, 2015 and 
was last amended on December 7, 2017.  

The S IPP permits four broad categories of assets ( 2016 – three broad categories) .  The H ealth and 
W elfare Fund' s investment was allocated within the allowed asset categories range, as of the date 
of The H ealth and W elfare Fund' s financial statements.  The following tables presents the asset 
allocation for each asset category and total investments, along with appropriate benchmarks, based 
on the S IPP in effect at the end of December 31, 2017 and December 31, 2016. 

December 31, 2017 B enchmark Target Range ( % )     A ctual ( % )   
 

S hort Term B onds FTS E  TMX  C anada 20.0 -  50.0  38.0 
 S hort Term B ond Index  
Mortgages FTS E  TMX  C anada 20.0 -  50.0  9 .8 
 S hort Term B ond Index  
C anadian eq uity S & P TS X  C omposite 0.0 – 50.0  25.7 
G lobal eq uity MS C I W orld Index  0.0 – 50.0  26.5   
Total investments    100.0   100.0 
 
December 31, 2016 B enchmark Target Range ( % )   A ctual ( % )  

 
Fix ed income FTS E  TMX  C anada 40.0 - 100.0  58.4 
 S hort Term B ond Index  
C anadian eq uity S & P TS X  C omposite 0.0 – 50.0  20.7 
G lobal eq uity MS C I W orld Index  0.0 – 50.0  20.9  
   
Total investments    100.0   100.0 
 
The H ealth and W elfare Fund' s investments are not within the asset allocation target ranges at 
December 31, 2017, however the S IPP allows for deviations from the Target Ranges during periods 
of asset mix  transition. 
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
10.  Capital risk  manag ement ( c ontinued) :  

The H ealth and W elfare Fund' s investment positions ex pose it to a variety of financial risks which 
are discussed in note 11.  The H ealth and W elfare Fund manages net assets by engaging 
knowledgeable investment managers who are charged with the responsibility of investing 
ex isting funds and new funds ( current year' s employer contributions)  in accordance with the 
approved S IPP.  The allocation of assets among various asset categories is monitored by The 
H ealth and W elfare Fund Trustees on a monthly basis.  A  comprehensive review is conducted 
q uarterly, which includes measurement of returns, comparison of returns to appropriate 
benchmarks, ranking of returns and risk analysis.   

Increases in net assets are a direct result of investment income generated by investments held 
by the H ealth and W elfare Fund and contributions into the H ealth and W elfare Fund by the 
employers. The main use of net assets is for benefit payments to eligible H ealth and W elfare 
Plan members.  
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 

11.  Financ ial instruments:  

( a)  Fair values:  

 Determination of fair values of investments are as described in note 3( d) . The fair values of 
other financial assets and liabilities, being cash, contributions receivable -  employers, accrued 
investment income, due from The E dmonton Pipe Industry Pension Trust Fund, accounts 
payable and accrued liabilities and amounts due to other health and welfare funds approx imate 
their carrying values due to the short- term nature of these financial instruments. 

 Fair value measurements recogniz ed in the statement of net assets available for benefits are 
categoriz ed using a fair value hierarchy that reflects the significance of inputs used in 
determining the fair values. 

• Level 1 -  unadjusted q uoted prices in active markets for identical assets or liabilities;  

• Level 2 -  inputs other than q uoted prices included in Level 1 that are observable for the 
asset or liability, either directly or indirectly;  and 

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

The following table illustrates the classification of the Health and Welfare Fund’s financial 
instruments using the fair value hierarchy as at December 31:  

December 31, 2017 Level 1 Level 2 Level 3 Total 
 

Phillips, H ager &  N orth 
-  S hort Term B ond 
&  Mortgage Fund $  -  $      60,339 ,142                  -       $   60,339 ,142                

TD A sset Management 
-  C anadian E q uity 
and G lobal E q uity 
Pooled Fund -              65,9 53,69 8                      -               65,9 53,69 8  

 
 $  -  $    126,29 2,840   -               $     126,29 2,840 

 

THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS  |  71



 

 THE EDMONTON PIPE INDUSTRY PENSION TRUST & HEALTH AND WELFARE FUNDS  |  72 

THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
11.  Financ ial instruments ( c ontinued) :  

( a)  Fair values ( continued) :  

December 31, 2016 Level 1 Level 2 Level 3 Total 
 

Phillips, H ager &  N orth 
-  S hort Term B ond 
&  Mortgage Fund $  -  $  70,233,121 $  -  $  70,233,121 

TD A sset Management 
-  C anadian E q uity 
and G lobal E q uity 
Pooled Fund -  49 ,9 30,255 -    49 ,9 30,255 

 
 $  -  $  120,163,376 $  -  $ 120,163,376 

 

There were no significant transfers between Level 1, Level 2 and Level 3 during the year 
ended December 31, 2017. 

( b)  A ssociated risks:  

( i)  Market price risk:  

 Market price risk is the risk that the value of an instrument will fluctuate as a result of 
changes in market prices, whether those changes are caused by factors specific to an 
individual investment, its issuer or all factors affecting all instruments traded in the market. 
As all of the Health and Welfare Fund’s financial instruments are carried at fair value with 
fair value changes recogniz ed in the statement of changes in net assets available for 
benefits, all changes in market conditions will directly result in an increase ( decrease)  in 
net assets. Market price risk is managed by the H ealth and W elfare Fund through 
construction of a diversified portfolio of instruments traded on various markets and across 
various industries. 

( iv)  Liq uidity risk:  

Liq uidity risk is the risk that an entity will encounter difficulty in meeting obligations 
associated with financial liabilities. 

The H ealth and W elfare Fund maintains cash on hand for liq uidity purposes and to pay 
accounts payable and accrued liabilities. A t December 31, 2017, the H ealth and W elfare 
Fund had cash on hand in the amount of $ 4,543,778 ( 2016 -  $ 8,024,9 84) .
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THE EDMONTON PI PE I NDUSTRY HEALTH AND WELFARE FUND 
N otes to Financial S tatements ( continued)  
 
Y ear ended December 31, 2017 
 
 
11.  Financ ial instruments ( c ontinued) :  

( b)  A ssociated risks ( continued) :  

( iii)  Foreign currency risk:  

Foreign currency risk is the risk that the value or future cash flows of a financial 
instrument will fluctuate because of changes in foreign ex change rates.  The H ealth and 
W elfare Fund holds financial instruments denominated in currencies other than the 
C anadian dollar.  C onseq uently, the H ealth and W elfare Fund is ex posed to risk that the 
ex change rates of the various currencies may change in a manner that has an adverse 
effect on the value of the portion of the Health and Welfare Fund’s assets or liabilities 
denominated in currencies other than the C anadian dollar. S uch risk is mitigated by the 
diversification of the balanced fund’s investments across many jurisdictions including 
C anada.   

( iv)  C redit risk:  

C redit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a 
commitment that it has entered into with the H ealth and W elfare Fund. C redit risk is 
generally higher when a non- ex change traded financial instrument is involved because 
the counterparty for non- ex change traded financial instruments is not backed by an 
ex change clearing house. 

The Health and Welfare Fund’s fixed income investments are primarily in Canadian -
issued instruments and are diversified among federal, provincial, corporate and other 
issuers. In order to minimiz e the ex posure to credit risk, a comprehensive investment 
policy has been developed. The S IPP restriction prohibits directly or indirectly investing 
more than 10%  of assets in any one entity.  Furthermore, the S IPP limits the purchase of 
fix ed income securities to those having a credit rating of B B B  or higher by the Dominion 
B ond Rating S ervice. There were no significant concentrations of credit risk in the 
portfolio in 2017.   

( v)  Interest rate risk:  

Interest rate risk is the risk that the market value of the H ealth and Welfare Fund’s 
investments will fluctuate due to changes in market interest rates. To properly manage 
the Health and Welfare Fund’s interest rate risk, appropriate guidelines on the weighting 
and duration for the bonds and other fix ed income investments are set and monitored. 

12.  Comparativ e inf ormation:  

C ertain comparative information has been reclassified to conform to the current year presentation.  
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