ANNUAL
REPORT

ENSURE THE PROFITABILITY, SOLVENCY
AND SUSTAINABILITY OF YOUR PLAN
This annual report describes the realities facing us and action taken to “Ensure the profitability,
solvency and sustainability of your Plan,” the main topic of our 2015-2018 strategic planning.
Indeed, in recent decades and more particularly in the past five to ten years, the pension
landscape has become increasingly complex. This is due to the constantly evolving legal,
judicial and financial framework, increased governance and communication requirements,
complexity of investment management and financial products available.
These realities are having an impact on us. We must continue to comply with the requirements
of regulatory authorities governing our Plan and follow market changes.
It is a great pleasure to present this informative document to you.
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NATIVE BENEFITS PLAN
(NBP)
The NBP represents the most important Aboriginal
defined benefit pension fund in Canada
The Native Benefits Plan (NBP) is a defined benefit
plan registered with the Office of the Superintendant of
Financial Institutions (OSFI 55865), the Canada Revenue
Agency (0412221) and Retraite Québec (32216). It meets
the requirements of the Federal Pension Benefits Standards
Act, the Income Tax Act and the Supplemental Pension
Plan Act (SPPA).
The Retirement Committee of the NBP serves as the Board
of Directors and also acts as the administrator and trustee
of the pension fund. The Retirement Committee is made
up of eight members, seven of whom are elected by and
from among employer members, employees and retirees.
The Plan holds a general assembly each year during
which the year’s objectives and their level of achievement
are presented, in addition to financial statements, the
annual report and all decisions ratified by the Retirement
Committee during the fiscal year. Each member also
receives a yearly, personalized statement.
As at December 31, 2016, the NBP had 5,229 members who
benefit from the security of a pension fund established
37 years ago and the performance of the most important
Aboriginal pension fund in Canada.
rbagroupeﬁnancier.com
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NATIVE BENEfITS PLAN (NBP)

MISSION
The mission of the Native Benefits Plan is to
administer a defined benefit retirement plan
for First Nations employers and employees
through an organization owned by them.
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OUR ROOTS –
COMMITTEE MEMBERS

Sylvain Picard, Michel Toupin, Jinny Thibodeau, Jean Ross,
Johanne Castonguay, Jacques Beaudet, Angèle Petiquay,
Norm Odjick, Isabelle Napess (Valérie Tremblay absent).
MEMBERS OF THE RETIREMENT COMMITTEE
{{Norm Odjick
President
{{Jinny Thibodeau
Vice-president
{{Angèle Petiquay
Director
{{David Kistabish
	
(until August 2016)
Director
{{Isabelle Napess
Director

{{Jean Ross
	
(since August 2016)
Director
{{Johanne Castonguay
Director
{{Valérie Tremblay
Director
{{Michel Toupin
Director
{{Jacques Beaudet
	
Secretary
(non-voting member)

MEMBERS OF THE AUDIT AND RISK MANAGEMENT COMMITTEE
{{Johanne Castonguay
(since August 2016)
President
{{David Kistabish
(until August 2016)
Member

{{Jean-Marie Gagnon
Member
{{Michel Toupin
Member

{{Isabelle Napess
Member
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OUR ROOTS – COMMITTEE MEMBERS

Committee members
are elected by and
from among employer
and employee
representatives and
retirees. They participate
in the achievement
of goals established
under the aegis of the
2015-2018 strategic
planning, “Ensure the
profitability, solvency
and sustainability of your
Plan”, the main topic of
our 2015-2018 strategic
planning.
ATTENDANCE
MEETINGS AND CONFERENCE
CALLS HELD BY THE RETIREMENT
COMMITTEE IN 2016
Norm Odjick

6 out of 6

Jinny Thibodeau

6 out of 6

Angèle Petiquay

6 out of 6

David Kistabish (until August 2016)

4 out of 4

Isabelle Napess

5 out of 6

Jean Ross (since August 2016)

1 out of 2

Johanne Castonguay

6 out of 6

Valérie Tremblay

6 out of 6

Michel Toupin

6 out of 6

ATTENDANCE
MEETINGS AND CONFERENCE
CALLS HELD BY THE AUDIT AND RISK
MANAGEMENT COMMITTEE IN 2016
Johanne Castonguay (since August 2016) 1 out of 1
David Kistabish

(until August 2016)

0 out of 1

Isabelle Napess

2 out of 2

Jean-Marie Gagnon

2 out of 2

Michel Toupin

1 out of 2

OUR ROOTS –
COMMITTEE MEMBERS
MEMBERS OF THE HUMAN RESOURCES COMMITTEE
{{Jinny Thibodeau
President

{{Isabelle Napess
Member

{{André Pelletier
External Expert Member

{{Johanne Castonguay
Member

MEMBERS OF THE INVESTMENT COMMITTEE
{{Norm Odjick
President, NBP Representative
{{Claude Dalphond, CFA
Expert Consultant Member
{{Éric Cloutier
FNPSPP Representative
{{Jean-Marie Gagnon, Ph. D.
Expert Consultant Member
{{Jean Ross
(since August 2016)
NBP Representative

{{Johanne Castonguay
(until August 2016)
NBP Representative
{{Michel Toupin
Expert Consultant Member
{{Sophie Leblanc
Expert Consultant Member
{{Valérie Tremblay
NBP Representative

(CONTINUED)

ATTENDANCE
MEETINGS AND CONFERENCE CALLS
HELD BY THE HUMAN RESOURCES
COMMITTEE IN 2016
Jinny Thibodeau

2 out of 2

André Pelletier

2 out of 2

Isabelle Napess

2 out of 2

Johanne Castonguay

2 out of 2

ATTENDANCE
MEETINGS AND CONFERENCE
CALLS HELD BY THE INVESTMENT
COMMITTEE IN 2016
Norm Odjick

8 out of 8

Claude Dalphond

8 out of 8

Éric Cloutier

8 out of 8

Jean-Marie Gagnon

8 out of 8

Jean Ross (since August 2016)

3 out of 3

Johanne Castonguay (until August 2016)

5 out of 5

Michel Toupin

7 out of 8

Sophie Leblanc

8 out of 8

Valérie Tremblay

6 out of 8

The “General profile for members of the NBP Retirement Committee” was
established to provide guidelines for individuals interested in presenting
their candidacy for a position on the Retirement Committee. The profile
describes the qualities, skills and expertise sought.
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HIGHLIGHTS
IN

2016

$29,626,530
ANNUAL CONTRIBUTIONS
BY EMPLOYEES AND
EMPLOYERS IN 2016

5,229 MEMBERS

3,102

ACTIVE MEMBERS
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HIGHLIGHTS IN 2016

1,133

DEFERRED MEMBERS

994

PENSIONERS

ADDED VALUE TO ASSETS
COMPARED TO BENCHMARK
PORTFOLIO

0.6%

CLOSE TO
$4 MILLION

7.8%
PORTFOLIO
PERFORMANCE

EVOLUTION OF NET ASSETS

$54,695,163

$13,405,970
BENEFITS PAID TO
PENSIONERS IN 2016

9.2%
INCREASE IN
NET ASSETS
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HIGHLIGHTS IN 2016

(CONTINUED)

NBP Master Trust – Investment management highlights
{	
{ Master Trust return of 7.8% in 2016 with an added value of 0.6% over
the benchmark portfolio’s return.
{	
{ Master Trust return of 10.4% for the 4-year period from 2013 to 2016
with an added value of 1.8% per year over the benchmark portfolio’s return.
{	
{ Master Trust asset growth from $621 million to $677 million in 2016, including
$645 million in assets for the NBP.
{	
{ Replacement of Sprucegrove by Fiera Capital in global equities during
the first quarter of 2016.
{	
{ Additional diversification of alternative investments with the granting of
a US $15 million mandate in commercial mortgage debt to the firm Brookfield.
{	
{ Continued interest risk reduction by increasing the bond portfolio
duration to 16 years.

8

1 YEAR

4 YEARS

10 YEARS

RETURN

7.8%

10.4%

5.7%

INDEX

7.2%

8.6%

5.4%

LONG-TERM GOAL (CPI + 2.9%)

4.4%

4.3%

4.7%

ADDED VALUE

0.6%

1.8%

0.3%

Highlights IN 2016

HIGHLIGHTS IN 2016
MAINTAINING THE PLAN’S
FINANCIAL HEALTH
One of our main management objectives is to maintain
and improve the financial health of our Plan.
We require three things to achieve this:
•

A satisfactory return on our portfolio

•

Sufficiently high interest rates

•

The use of a representative mortality table

(CONTINUED)

INTEREST RATES
As you are aware, the interest rates on Canadian bonds
are very important in assessing the financial health
of our Plan, particularly in terms of solvency. Simply
speaking, the higher the interest rates, the lower our
Plan’s liabilities – and the better its financial health.
Conversely, if interest rates drop, our Plan’s liabilities
increase and its financial health deteriorates. Happily,
in 2016, interest rates varied quite a bit, but were slightly
higher as at January 1, 2017 than one year earlier on
January 1, 2016.

PORTFOLIO RETURN

MORTALITY TABLE

Without qualifying the year as exceptional, the 7.8%
return obtained was quite satisfactory in a context of
relatively low inflation rates as was the case in 2016.
We recorded our highest returns on variable-income
securities such as Canadian equity (22.2%), emerging
markets equity (9.5%) and global equities (6%). Our
diversification strategy that included fixed-income
securities paid off, since our bank loans and private
debt recorded better returns than the bonds. Our real
estate investments provided a return of some 6.3%,
while our investments in infrastructure assets also
performed satisfactorily.

Given the application of a new mortality table in 2015,
the Canadian Institute of Actuaries (CIA) will not
publish a new mortality table for 2016. Therefore, this
does not have an impact.

NBP | 2016 ANNUAL REPORT
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HIGHLIGHTS IN 2016

(CONTINUED)

FINANCIAL RESULTS
PLAN JURISDICTION

EVOLUTION OF NET ASSETS
for fiscal years ended December 31
PERIOD

INCREASE

NET CUMULATIVE
ASSETS

2016

54,695,163

652,054,198

2015

43,192,864

597,359,035

2014

66,849,282

554,166,171

2013

69,914,474

487,316,889

2012

41,369,135

417,402,415

As indicated last year, our pension plan is now subject
to more than one jurisdiction. Although most of our
members remain under federal jurisdiction, about
fifteen of our employers now fall under provincial
jurisdiction. May we remind you that this is the result
of the Supreme Court judgement of November 2010
in the case of NIL / TV, O Child and Family Services
Society v. B.C. Government and Services Employees’
Union.

CHANGES IN NET ASSETS
for fiscal years ended December 31
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300
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HIGHLIGHTS IN 2016

2014

2015

Variation

2016
2016

HIGHLIGHTS IN 2016

(CONTINUED)

CHANGES IN CLIENTELE
PERIOD

ACTIVE MEMBERS

DEFERRED

PENSIONERS

TOTAL

EMPLOYERS

2016

3,102

1,133

994

5,229

84

2015

2,975

1,177

921

5,073

84

2014

2,928

1,212

841

4,981

82

2013

2,944

1,097

741

4,782

80

2012

2,903

1,112

654

4,669

84

ANNUAL CONTRIBUTIONS BY ACTIVE MEMBERS
Employees / Employers / Total as at December 31
PERIOD

EMPLOYEES

EMPLOYERS

TOTAL

2016

10,505,979

19,120,551

29,626,530

2015

10,156,086

18,484,902

28,640,988

2014

9,895,278

17,981,212

27,876,490

2013

9,713,357

17,654,295

27,367,652

2012

9,208,187

16,728,952

25,937,139

BENEFITS PAID TO PENSIONERS
As at December 31
PERIOD

TOTAL

2016

13,405,970

2015

12,007,968

2014

10,821,421

2013

9,001,415

2012

7,705,151

MANAGEMENT AND ADMINISTRATION FEES
(in thousands of dollars)
2016

2015

2014

Administration fees

2,177

2,130

2,051

Investment management fees

1,924

1,821

1,680

Total fees

4,101

3,951

3,731

Net assets as at December 31

652,054

597,359

554,166

% of total fees on net assets

0.63%

0.66%

0.67%

NBP | 2016 ANNUAL REPORT

11

HIGHLIGHTS
IN

2016

RETIRED PARTICIPANTS

66.0
AVERAGE AGE
OF RETIRED
PARTICIPANTS

58% 42%
WOMEN

MEN

AGE DISTRIBUTION OF RETIRED PARTICIPANTS
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HIGHLIGHTS IN 2016

0-54

69 participants

55-59

124 participants

60-64

228 participants

65-69

290 participants

70-74

180 participants

75-79

64 participants

80-84

16 participants

85-89

11 participants

90 and +

2 participants

ACTIVE PARTICIPANTS
AGE DISTRIBUTION OF ACTIVE PARTICIPANTS
0-24

42 participants

25-29

182 participants

30-34

326 participants

35-39

461 participants

40-44

453 participants

45-49

519 participants

50-54

478 participants

55-59

416 participants

60-64

206 participants

65 and +

19 participants

45.4
68% 32%
WOMEN

MEN

AVERAGE AGE
OF ACTIVE
PARTICIPANTS
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MESSAGE
FROM THE PRESIDENT
OF THE RETIREMENT
COMMITTEE AND
THE GENERAL
MANAGER
Dear Readers and Members of the Plan,

Norm Odjick
President

Once again, it is an honour to present to you the management results for your
retirement plan, the Native Benefits Plan (NBP). May we remind you that the purpose
of this annual report is to provide a transparent account of the administration and
financial health of your Plan.
RETURNS RECORDED
First, we are pleased to inform you that for 2016, we obtained a return on
investment of 7.8% for our portfolio totalling $645 million at year’s end. This
return is deemed satisfactory when compared to our reference index of 7.2%.
It resulted in 0.6% added value, which alone represents $3.9 million in 2016.
Over a four-year period, the annual average return is 10.4% with 1.8% in average
added value. Over a ten-year period, this represents an average return of 5.7%
with 0.3% in average added value.
The added value in question is attributable mainly to the talent of our managers
and their careful selection of securities capable of beating the indexes, commonly
referred to as active management. This added value alone can represent tens of
millions of dollars over a relatively long period. This is why it is vital to invest and
make the necessary effort to carefully choose and then follow the managers’
performance – an essential role played by our Investment Committee.
In managing the portfolio in 2016, we again sought fixed-income investments
other than conventional bond markets in order to generate additional income
based on a very similar investment risk. The strategy paid off in 2016, considering
the higher return on our investments in infrastructure, real estate, bank loans
and private debt compared to the returns obtained on our Canadian bonds.
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MESSAGE fROM THE PRESIDENT Of THE RETIREMENT COMMITTEE AND THE GENERAL MANAGER

FINANCIAL SITUATION
This fifth consecutive year of attractive returns on Plan assets allowed us to
secure full capitalization with a rate neighbouring 108.7% and a capitalization
surplus of some $50 million.
In terms of solvency, interest rates increased slightly in 2016, mainly after the
election of Mr. Trump in the United States. This slight increase had a positive
impact on the hypothetical wind-up of our Plan which increased from 93.4%
to 95.5%. However, based on the solvency average over three years, our rate
has decreased by some 4%. In spite of this, our Plan is in good financial shape.
DEVELOPMENT
On another note, in 2016 we continued to meet often with our employees and
potential customers to serve them effectively and pursue the Plan’s outreach.
The development of our computer system was also a priority in 2016 in order
to enhance its performance and make it even more user-friendly for users and
employees alike. We also continued to implement “RBACCESS” which allows
user-members of the Plan to access their personal file online in complete
security.
Also with respect to security in 2016, management multiplied efforts with
respect to the employee succession plan and computer system security to
mitigate risks of intrusion and access to our systems by unauthorized persons.
EXPRESSIONS OF GRATITUDE

Sylvain Picard
CPA, CA, ASC, Adm. A.
General Manager

As you can see, upon reading this document, senior management and
the Plan’s administrators are leaving nothing to chance in their approach
to improving the Plan and its financial health. Managing a pension plan
such as the NBP is not simple. Many are of the opinion that our Plan ranks
among the most complex to administer. The Plan serves 84 employers in
Quebec and Ontario and several have different activities. The Plan is in
constant development, meaning in search of new Aboriginal employers. It is
multi-jurisdictional: mainly under federal jurisdiction, but partially under
provincial jurisdiction. There are two categories of benefits (Category 1 and
Category 2) offered to participants who contribute to the Quebec Pension
Plan (RRQ) and those who do not.
The inherent complexity of the Plan requires the use of sophisticated systems
and skilled staff – from the employees and consultants – to the members of
the Retirement Committee and other related committees. We wish to thank
all these people for their devotion, diligence and commitment to the success
of this fine organization. As always, we close with an expression of gratitude
to our retirees, and to our employee and employer members, for their trust
and support since the creation of the Plan in 1979.

NBP | 2016 ANNUAL REPORT
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ACTUARIAL VALUATION:
CAPITALIZATION AND
SOLVENCY REVIEW
The financial soundness of a defined benefit plan such as the NBP
is measured primarily in two diﬀerent ways:
CAPITALIZATION REVIEW
The evaluation on the basis of capitalization serves to assess the financial situation of the Plan at the time
of evaluation based on the premise that the Plan will continue to exist indefinitely. A rate exceeding 100%
demonstrates sufficient financing on the long term. If the rate is under 100%, action must be taken to remedy
the situation.

145%

2007

111%

115%

118%

2008

2009

2010

111%

2011

104%

2012

111%

107%

108%

109%

2013

2014

2015

2016

SOLVENCY REVIEW
The evaluation on the basis of solvency serves to assess the financial situation of the Plan at a given date,
based on the premise that the Plan will be terminated on this date. Using hypotheses prescribed by law, the
aim is to determine the capacity of the Plan to fulfil its obligations to its members on the evaluation date. A rate
exceeding 100% demonstrates sufficient financing on the evaluation date. If the rate is under 100%, action must
be taken to remedy the situation.

98%

97%

99,8%

98%

97%
90%

2007

16

2008

2009

2010

2011

96%
92%

90%

2012

2013

2014

ACTUARIAL VALUATION: CAPITALIZATION AND SOLVENCY REVIEW

95,6%

2015

2016

INVESTMENT
POLICY CHANGES
The goal of the investment policy is to establish the investment structure for
the Master Trust’s assets, consisting of the Native Benefits Plan (NBP) and
the First Nations Public Security Pension Plan (FNPSPP) pension funds, for
the purpose of generating an optimal return based on the characteristics of
the pension plans.
Since 2013, decisions were taken to manage different
investment risks while considering the liabilities of the
underlying pension plans. The investment approach
is now more aligned with the reality of the pension
plans participating in the Master Trust, thereby better
managing the volatility of the pension plans’ financial
health.
A transition plan to optimize the management structure
and reduce risks was established for a 5-year period from
2013 to 2018. This plan includes the following aspects:
•

Improved risk diversification

•

Decrease in interest rate risk

•

Selection of new managers

•

Increased exposure to global growth

•

Increase in current income

IN 2016, THE IMPLEMENTATION OF THIS PLAN LED TO:
•

Improved diversification of real estate investments
with the addition of a mortgage debt fund with the
international manager Brookfield. The selected
mortgage debt fund generates high current
income, improves geographic diversification
and diversifies the capital structure (debt versus
equity) of real estate investments.

•

The increase of the duration of the bond portfolio
from 12.5 years to 16.0 years to better match the
duration of the annuities.

The table below presents the target allocation of the investment policy’s
benchmark portfolio as at December 31, 2016:
ASSET CLASS

TARGET
ALLOCATION

ALLOCATION AS AT DECEMBER 31, 2016
IN $M
IN %

0%

6.6

1.0%

Canadian Bonds

30%

192.3

28.4%

Credit Securities

7%

44.2

6.5%

Total Fixed Income

37%

243.1

35.9%

Canadian Equities

16%

105.4

15.6%

Global Large Capitalization Equities

17%

114.7

17.0%

Global Small Capitalization Equities

4%

29.4

4.3%

Emerging Market Equities

6%

37.4

5.5%

43%

286.9

42.4%

12%

82.4

12.2%

8%

64.2

9.5%

20%

146.6

21.7%

Short-Term Securities (1)

Total Equities
Direct Real Estate
Direct Infrastructures
Total Alternative Investments
(1)

Includes assets for US currency hedging.
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RETURN ON
INVESTMENTS
FINANCIAL MARKETS IN 2016
The year 2016 was marked by events that took the market by surprise, notably the vote in favor of Brexit
(eventual exit of the United Kingdom from the European Union) and the election of President Trump in the
United States. These highlights were accompanied by rising stock markets and a favourable rebound in the
Materials and Energy sectors.
The graph below shows the gradual evolution of the major financial indices in 2016. All bond and equity markets
finished the year with positive returns.

25%
21.1%

20%
15%
10%

8.8%
7.3%

5%

3.8%
2.5%

0%
-5%
-10%
-15%
FTSE TMX Canada Long Term (Canadian Bonds)

MSCI World in CAD$ (Global Equities)

S&P/TSX Composi te (Canadian equities)

MSCI World Small Cap in CAD$ (Global Small Cap Equities)
MSCI Emerging Markets in CAD$ (Emerging Market Equities)

MASTER TRUST RETURN
In 2016, the Master Trust, consisting of the Native
Benefits Plan (NBP) and the First Nations Public
Security Pension Plan (FNPSPP) pension funds, posted
a return of 7.8%, with an added value of 0.6% over the
benchmark portfolio’s return.
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RETURN ON INVESTMENTS

During the most recent 4-year period (2013 to 2016),
the Master Trust recorded an average annual return of
10.4% with an added value of 1.8%. This added value
from 2013 to 2016 translates into an approximate gain
of $35 million for the Master Trust.

RETURN ON
INVESTMENTS

(CONTINUED)

The table below presents the average annual returns of the Master Trust for various periods:
PERIOD ENDING DECEMBER 31

RETURN MASTER TRUST

INDEX MASTER TRUST

ADDED VALUE

YEAR 2013

14.6%

11.3%

3.3%

YEAR 2014

12.6%

10.7%

1.9%

YEAR 2015

6.7%

5.1%

1.6%

YEAR 2016

7.8%

7.2%

0.6%

4 YEARS (2013-2016)

10.4%

8.6%

1.8%

As at December 31, 2016, the assets of the Master Trust were managed by 15 managers invested in 17 mandates:
MANAGERS

BEGINNING
OF MANDATE

Fixed Income Securities - TOTAL

ASSETS UNDER MANAGEMENT*
(AMOUNT REMAINING TO BE DEPLOYED)

IN $M

IN %

236

35%

Optimum (Canadian Bonds)

2008

194

29%

AlphaFixe Capital (Bank Loans)

2015

38

5%

IPD (Private Debt)

2015

4

Equity Markets - TOTAL

1%

(13 CAD)

292

43%

Letko Brosseau (Canadian Equities)

2007

71

11%

Triasima (Canadian Equities)

2008

40

6%

Hexavest (Global Large Cap Equities)

2011

61

9%

Fiera Capital (Global Large Cap Equities)

2016

54

8%

Mawer (Global Small Cap Equities)

2013

29

4%

Westwood (Emerging Market Equities)

2014

37

5%

146

22%

Alternative Investments - TOTAL
Bentall Kennedy (Canadian Real Estate)

2006

32

5%

Manulife (Canadian Real Estate)

2012

34

5%

IPSO FACTO (Canadian Real Estate)

2015

8

(2 CAD)

1%

Brookfield (Global Real Estate)

2015

8

(8 USD)

1%

Brookfield (Mortgage Debt)

2016

0

(15 USD)

0%

82

Real Estate - TOTAL

12%

SteelRiver (American Infrastructures)

2007

27

Brookfield (Global Infrastructures)

2013

13

IFM (Global Infrastructures)

2013

24

4%

64

10%

Infrastructures - TOTAL

4%
2%

(1 USD)

* Includes short-term securities held by managers, but excludes $2 million in cash accounts with the asset custodian.
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RETURN ON
INVESTMENTS

(CONTINUED)

INVESTMENT PERFORMANCE BY ASSET CLASS
FIXED INCOME SECURITIES
The year 2016 was marked by a slight increase in
interest rates, primarily during the fourth quarter of
2016. This increase reduced the return on bonds, which
nevertheless generated positive absolute returns in
2016.
The Canadian bond portfolio posted a return of 3.1%, a
return in line with the performance of its benchmark1.

As at December 31, 2016, fixed income investments
were managed by Optimum, AlphaFixe Capital and
IPD. Mandates for private debt and bank loans were
introduced in 2015 to improve the current income
return of the portfolio. These strategies proved to be
profitable as they generated greater returns than
traditional bonds. During 2016, the duration of the
bond portfolio continued to increase, from 12.5 years to
16.0 years, providing a better match with the duration
of the annuities.
With assets of $243 million, this asset class
corresponded to 37% of the assets in the Master Trust.
1

Consisting of the FTSE TMX Canada Mid Term, Long Term and STRIP
20+ Bond indices as well as the hedged Credit Suisse Leveraged
Bond Index.

FIXED INCOME SECURITIES PERFORMANCE IN 2016
Return

Index

7.6%

8%
7%

6.2%
6%
5%

4.1% 4.0%
4%

3.1% 3.1%
3%

2.5%

2.1%

2%
1%
0%

Optimum

AlphaFixe Capital

* IPD performance since April 29, 2016.
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RETURN ON INVESTMENTS

IPD*

TOTAL

RETURN ON
INVESTMENTS

(CONTINUED)

EQUITY MARKETS
Foreign equity markets generated positive returns varying between 4% and 9% in Canadian dollars.
The Canadian equity market grew by 21.1%.
As at December 31, 2016, equities accounted for 43% of the Master Trust’s assets, including 16% in Canadian
equities, 17% in global equities, 4% in global small capitalization equities and 6% in emerging market equities.
The market value of equity investments represented close to $287 million at the end of 2016.

CANADIAN EQUITIES PERFORMANCE IN 2016
Canadian equities were positively impacted by the increase in oil barrel prices (from US $37 at the start of the
year to US $54 as at December 31, 2016) and the increase in the Materials sector (41% in 2016). The performance
of the Materials sector is primarily attributable to the gold sub-sector, which performed well in the first half of
the year. Canadian equities ended 2016 with a total return of 21.1%.
The Master Trust’s Canadian equities portfolio achieved an overall return of 22.2%, with an added value of 1.1%
compared to the benchmark2. Canadian equities were managed by two managers: Letko Brosseau and Triasima.
While Letko Brosseau’s performance was well above the benchmark, Triasima’s performance fell below it. Letko
Brosseau’s strong added value can largely be explained by stock selection during the second half of the year.
2

S&P/TSX Composite.

CANADIAN EQUITIES PERFORMANCE IN 2016
Return

Index

30%

27.4%
25%

21.1%

21.1%

22.2% 21.1%

20%

15%

11.3%
10%

5%

0%

Letko Brosseau

Triasima

TOTAL
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GLOBAL EQUITIES PERFORMANCE IN 2016
The Master Trust’s global equities portfolio, mainly consisting of U.S.,
European and Asian equities, gained 6.0% in Canadian dollars, adding
2.2% in value with respect to the benchmark3. In 2016, most currencies
depreciated against the Canadian dollar, lowering returns when converted
into Canadian dollars (global equities return of 3.8% in Canadian dollars,
but 9.0% in local currencies).
Global equities were managed by two managers, Hexavest and Fiera
Capital. Fiera Capital began its mandate in the first quarter of 2016, replacing
Sprucegrove, that had performances below expectations in recent years.
3

MSCI World net in Canadian dollars.

GLOBAL EQUITIES PERFORMANCE IN 2016

Return

Index

25%

20%

15%

11.9%
10%

8.9%

8.1%
6.0%

5%

3.8%

3.8%

0%

Hexavest

Fiera Capital*

TOTAL**

* Fiera Capital performance since April 1, 2016.
** Includes the performance of Sprucegrove until March 31, 2016.
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GLOBAL SMALL CAPITALIZATION
EQUITIES PERFORMANCE IN 2016
Global small capitalization equities were managed by Mawer. In 2016, the
manager generated a return of 1.1%, which represents a return 7.7% below
that of the benchmark4. This underperformance is mainly explained by
security selection. The overall performance of the manager is not of
concern since it is a high-conviction manager with a concentrated
portfolio. The manager’s performance may therefore be more volatile from
one year to the next. However, the performance of the manager remains
excellent over a longer period.

EMERGING MARKET EQUITIES
PERFORMANCE IN 2016
Equities in emerging markets generated very different returns in Canadian
dollars depending on the country. The returns were mainly carried by
commodity exporting countries. The emerging market equity portfolio is
managed by Westwood. This manager generated a return of 9.5%, which
is 2.2% above the benchmark5.

4
5

MSCI World net Small Cap in Canadian dollars.
MSCI Emerging Markets net in Canadian dollars.
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ALTERNATIVE INVESTMENTS IN CANADIAN DIRECT
REAL ESTATE AND INFRASTRUCTURES
Real estate and infrastructure exposure represented 12% and 8% of the Master Trust’s assets respectively as at
December 31, 2016, for a combined market value of $147 million.

REAL ESTATE INVESTMENT PERFORMANCE IN 2016
As at December 31, 2016, the real estate investment portfolio was managed by Bentall Kennedy, Manulife, IPSO
FACTO and Brookfield, posting a return of 6.3% in 2016 for an added value of 0.8% against the benchmark6. In
2016, a commercial mortgage debt fund managed by Brookfield was added to the real estate portfolio. First
investments for this fund will begin in 2017.
The current income return (return from the properties’ operations derived primarily from rental income) in 2016
was 4.8% for Bentall Kennedy and 6.6% for Manulife.
The graph below shows the managers’ total return which includes current income return as well as capital growth
return.
Return

11.5%

Index

11%

10%

9%

8.4%
8%

7%

6.3%
6%

5.8%

5.5%

5.5%

5.5%

5.5%

5.5%

5%

3.9%

4%

3%

2%

1%

0%

Bentall Kennedy

Manulife

IPSO FACTO

* Returns presented in U.S. currency.
Return of 3.0% in Canadian currency for 2016.

6
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INFRASTRUCTURE INVESTMENT PERFORMANCE IN 2016
Infrastructure investments were managed by SteelRiver, Brookfield and IFM. The returns in U.S. dollars were
14.3% for SteelRiver and 12.6% for Brookfield in 2016. SteelRiver’s performance can be explained primarily by the
appreciation of one of their assets, SteelRiver LDC Ventures, involved in the transportation of natural gas. IFM
generated a return of 3.8% in Canadian dollars and 12.7% in local currencies.

Return

Index

20%

15%

14.3%

13.4%

12.7%

12.6%
10%

6.5%

6.5%

6.5%

6.5%

5%

0%

SteelRiver

Brookfield

IFM

TOTAL

Note: R
 eturns are presented in local currencies.

IMPACT OF THE U.S. DOLLAR
The Master Trust is exposed to several currencies,
including the U.S. dollar that accounts for the largest
exposure after the Canadian dollar. The total exposure
as at December 31, 2016 was US $95 million. In order
to manage the exchange rate risk between the U.S.
and Canadian dollars for the Master Trust, a hedging
strategy hedging half of the U.S. dollar exposure is in
place.
Throughout 2016, the Canadian dollar appreciated
with respect to the U.S. dollar from $0.72 to $0.75. In
the context of an overall appreciation of the Canadian
dollar, the hedging strategy of the U.S. dollar was
beneficial and generated a return of 0.2% for a total
gain of $1 million.

Global equities include approximately 50% exposure
to the U.S. dollar. Currency fluctuations reduced global
equity returns, which were 9.0% in local currencies, but
3.8% upon consideration of foreign currency exposure.
The hedging of the U.S. dollar has mitigated the effects
of movements in the exchange rate.
Several investments in global infrastructure and
real estate are made in U.S. dollars and have been
affected by the appreciation of the Canadian dollar.
SteelRiver’s return of 14.3% in U.S. dollar is equal to
10.3% in Canadian dollars, Brookfield’s return for its
infrastructures fund of 12.6% in U.S. dollar is equal to
8.6% in Canadian dollars and Brookfield’s return for its
real estate fund of 3.9% in U.S. dollar is equal to 3.0%
in Canadian dollars.
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ToIndependent
the members of the Pension
Plan Committee
of
Auditor’s
Report
Native Benefits Plan
(Régime des Bénéfices Autochtone)
We have audited the accompanying financial statements of the Fund of Native Benefits Plan (Régime
To the members of the Pension Plan Committee of
des Bénéfices Autochtone), which comprise the statement of net assets available for benefits of the
Native Benefits Plan
Fund as at December 31, 2016 and the statement of changes in net assets available for benefits of the
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and a summary of significant accounting policies and other explanatory
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reporting
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Pension Benefits
Standards
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1985. Plan (Régime
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Management’s
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for the
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of the Fund
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Management
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and fair
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the financial
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financial
reportingwith
provisions
of article
12 of the
Pensionof
Benefits
Act, 1985.
Standards Act, 1985, and for such internal control as management determines is necessary to enable
the
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of the Fund
that areoffree
Management’s
for the financial
statements
thefrom
Fundmaterial misstatement, whether
due to fraud or error.
Management is responsible for the preparation and fair presentation of the financial statements of the
Fund in responsibility
accordance with the financial reporting provisions of article 12 of the Pension Benefits
Auditor’s
Standards Act, 1985, and for such internal control as management determines is necessary to enable
Our
is to
express
an opinionofonthe
theFund
financial
statements
ofmaterial
the Fundmisstatement,
based on our whether
audit.
theresponsibility
preparation of
financial
statements
that are
free from
We
conducted
audit in accordance with Canadian generally accepted auditing standards. Those
due
to fraud our
or error.
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable
assurance about whether the financial statements of the Fund are free from material
Auditor’s responsibility
misstatement.
Our responsibility is to express an opinion on the financial statements of the Fund based on our audit.
conducted
audit in accordance
Canadian
standards.
Those
AnWe
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involvesour
performing
procedures with
to obtain
auditgenerally
evidence accepted
about theauditing
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that
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to
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about
whether
the
financial
statements
of
the
Fund
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free
from
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including the assessment of the risks of material misstatement of the financial statements of the Fund,
misstatement.
whether
due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the financial statements of the
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performing
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Fund
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that
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in theabout
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but and
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the
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ofmaterial
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accounting
estimates
made
by the
as well
as evaluating
overall
presentation
of the
control statements
relevant to of
thethe
entity’s
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Fund.preparation and fair presentation of the financial statements of the
Fund in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the administrator, as well as evaluating the overall presentation of the
financial statements of the Fund.
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We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to
provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements of the Fund present fairly, in all material respects, the net
assets available for benefits of the Fund of Native Benefits Plan (Régime des Bénéfices Autochtone) as
at December 31, 2016 and the changes in net assets available for benefits of the Fund for the year
then ended, in accordance with the financial reporting provisions of article 12 of the Pension Benefits
Standards Act, 1985.
Basis of accounting and restriction on use
Without modifying our opinion, we draw attention to Note 2 to the financial statements of the Fund,
which describes the basis of accounting. The financial statements of the Fund are prepared to assist
the members of the pension plan committee of Native Benefits Plan (Régime des Bénéfices
Autochtone) to meet the requirements of the Office of the Superintendent of Financial Institutions. As
a result, the financial statements of the Fund may not be suitable for another purpose. Our report is
intended solely for the members of the pension plan committee of Native Benefits Plan (Régime des
Bénéfices Autochtone) and the Office of the Superintendent of Financial Institutions and should not be
used by parties other than the members of the pension plan committee of Native Benefits Plan
(Régime des Bénéfices Autochtone) or the Office of the Superintendent of Financial Institutions.

June 14, 2017
______________________________
1

CPA auditor, CA, public accountancy permit No. A116139
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MANAGEMENT RESPONSIBILITY
REPRESENTATION
OF THE FINANCIAL
STATEMENTS
OF
THE FUND
Management
responsibility
representation
of the financial statements of the Fund

Enclosed Fund of Native Benefits Plan (Régime des Bénéfices Autochtone) financial statements are the
responsibility of the Pension Plan management. They were approved by the Pension Plan Committee.
These financial statements are in accordance with the basis of accounting described in Note 2 of the
financial statements. These financial statements include amounts based on best judgments and
estimates of management, if applicable. Management has established internal control systems in order
to obtain objective and reliable financial information and to safeguard pension plan assets.
The financial statements of the Fund have been audited by an independent auditor, Deloitte LLP, and
the auditor’s report, dated June 14, 2017, specifies the scope of the audit and indicates the opinion on
these financial statements.
The Pension Plan Committee takes on the responsibility towards those financial statements of the
Fund following a decision taken at a Pension Plan Committee meeting.

, director

, director
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STATEMENT OF NET
ASSETS AVAILABLE
FOR THE BENEFITS
OF THE FUND
December 31, 2016
2016

2015

$

$

645,297,693

591,668,689

1,621,563
1,964,315
938,128
1,114,487
740,975
253,034
34,104
20,326
166,264
1,787,162
653,938,051

1,234,739
2,274,866
569,848
1,011,824
101,857
151,484
35,987
11,825
192,062
1,288,422
598,541,603

138,408
1,745,445
1,883,853
652,054,198

52,080
1,130,488
1,182,568
597,359,035

Notes

Assets
Units held in the global trust and other investment
Accounts receivable
Contributions receivable
Employees
Employers
Indigenous and Northern Affairs Canada
Accrued interest and dividends
Related parties
Sales taxes receivable
Others
Prepaid expenses
Fixed assets
Cash
Total assets
Liabilities
Accounts payable
Benefits and refunds payable
Accounts payable and accrued liabilities
Total liabilities
Net assets available for benefits

4
5

3

8

The accompanying notes are an integral part of the financial statements.
On behalf of the Pension Plan Committee

member

member
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STATEMENT OF CHANGES
IN NET ASSETS AVAILABLE
FOR THE BENEFITS
OF THE FUND
Native Benefits Plan
(Régime des Bénéfices Autochtone)
Statement of changes in net assets available
for benefits of the Fund

Year ended December 31, 2016

Year ended december 31, 2016
2016

2015

$

$

45,666,266

34,471,034

Notes

Increase in net assets
Investment income from the units
held in the global trust
Share of results of Investissements Premières Nations
du Québec, limited partnership
Contributions
Employees
Employers
Indigenous and Northern Affairs Canada
Transfers from other plans and additional
contributions
Increase in net assets
Decrease in net assets
Net operating expenses – Schedule
Management fees on investments
Benefits paid
Refunds and transfers
Refund of contributions
Transfers to other plans
Decrease in net assets
Net increase in net assets
Net assets available for benefits
beginning of year
Net assets available for benefits
end of year

4

6,284
10,505,979
16,249,489
2,871,062

10,156,086
15,548,423
2,936,479

3,872,006
79,171,086

2,131,370
65,235,661

2,177,203
1,924,349
13,405,970

2,129,650
1,820,871
12,007,968

2,434,134
4,534,267
24,475,923

1,784,826
4,299,482
22,042,797

54,695,163

43,192,864

597,359,035

554,166,171

652,054,198

597,359,035

The accompanying notes are an integral part of the financial statements.
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NOTES TO FINANCIAL
STATEMENTS

Native Benefits Plan
(Régime des Bénéfices Autochtone)
Notes to financial statements
December 31, 2016

December 31, 2016
1.

Description of the Plan
The following description of the Native Benefits Plan (Régime des Bénéfices Autochtone)
(the “Plan”) is a summary only. For more complete information, reference should be made to
the Plan Agreement.
General
The Plan offers to all participating employees a contributory defined benefit pension plan. The
participants have the option to join one of the two types of plan offered, either Category 1 or
Category 2. Each category provides two different rates depending on if the participant pays or
not contributions to Retraite Québec or to Canada Pension Plan. Eligible employer is a native
band or organization whose membership request has been accepted by the Pension Plan
Committee. In accordance with the Plan, contributions are paid by the employer or Indigenous
and Northern Affairs Canada (INAC) and the participants. The Plan is registered under the
Federal Pension Benefits Standards Act, 1985, registration number 55865.
Funding policy
In accordance with the Federal Pension Benefits Standards Act, 1985, the Plan sponsor must
fund the benefits determined under the Plan. The determination of the value of these benefits is
made on the basis of an annual actuarial valuation or according to the Pension Plan Committee
approval (Note 5).
Normal retirement age
The normal retirement age is 65.
Service pension
A service pension is available based on the number of years of service paid into the plan
multiplied by 1⅞% or 2%, depending on the plan type chosen, of the best five years’ average
salary. Only to the first two plans, to the pension base, a temporary pension is paid up to 65
years old based on $275 by the number of recognized years of service as at
December 31, 2000.
Disability exemption
A disability exemption is available at any age with a minimum of two years credited service for
the two plans. The exemption is granted from 65 days of illness.
Survivors’ pension
A survivor pension is paid to the spouse of a deceased participant. The spouse will receive a
pension equal to 60% of the calculated pension, plus an increase for each child up to a
maximum of 100%. If there is no spouse, the value of acquired is payable to beneficiaries.
Benefit for optional or early retirement
Any participant to the two plans can take an optional retirement without reduction if he or she
respects certain conditions. Furthermore, it is also possible to take early retirement with
reduction 10 years from the normal date on which he or she could have taken an optional
retirement without reduction.
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Native Benefits Plan
(Régime des Bénéfices Autochtone)
Notes to financial statements

(CONTINUED)

December 31, 2016

December 31, 2016
1.

Description of Plan (cont’d)
Benefit and reimbursement in case of departure
A member who ceases to be an employee is entitled to redeem the value of these vested
pension benefits. However, if the member is eligible to receive a pension, he or she may not
obtain a refund, unless if the pension is less than 4% of the maximum pensionable earnings.
Income taxes
The Plan is a registered pension trust as defined in the Income Tax Act and is not subject to
income taxes.
Asset management entrusted to the global trust
Investments are expressed as numbers of shares in the global trust. Each share confers to its
holder participation in the net assets and revenue of the global trust. The global trust was
created with the courier of values, Fiducie Desjardins, in order to administer other pension plans
based on a mutual investment policy.

2.

Accounting policies
Basis of presentation
These financial statements have been prepared in accordance with the significant accounting
policies set out below to comply with the account requirements prescribed by the article 12 of
Pension Benefits Standards Act, 1985. The basis of accounting used in these financial
statements materially differs from Canadian accounting standards for pension plans because it
does not include information with respect to pension obligations and related disclosures.
Consequently, these financial statements do not purport to show the adequacy of the plan’s
assets to meet its pension obligations.
The Plan has chosen to comply with Canadian accounting standards for private enterprises
contained in Part II of the CPA Canada Handbook, for accounting methods that do not concern
its investment portfolio, as long as these standards do not conflict with the requirements of
Section 4600.
Investments
Investments are accounted for at fair value. The variance between the fair value of investments
and their carrying value at the beginning and at the end of the year is accounted for as
“Investment income from the units held in the global trust.”
Other financial instruments
Financial assets and financial liabilities are initially recognized at fair value when the Plan
becomes a party to the contractual provisions of the financial instruments. Subsequently, all
financial instruments are measured at amortized cost with the exception of investments and
derivative financial instruments. The fair value quote received from the bank counterparty is
used as a proxy for the fair value of derivative financial instruments.
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NOTES TO FINANCIAL
STATEMENTS
Native Benefits Plan
(Régime des Bénéfices Autochtone)
Notes to financial statements

(CONTINUED)

December 31, 2016

December 31, 2016
2.

Accounting policies (cont’d)
Foreign currency translation
Monetary assets and liabilities in foreign currency are translated in Canadian dollars at the
exchange rate in effect at the end of the year. The elements of the changes in net assets
available for benefits are translated at the exchange rate when the transactions occur. The
gains or losses from the fluctuation of the exchange rate are accounted for in the statement of
changes in the net assets available for benefits under the “Investment income from the units
held in the global trust” account.
Fixed assets
Fixed assets are recorded at cost in the statement of net assets available for benefits.
Depreciation is calculated on the following basis and rates:
Basis
Office furniture and
equipment
Computer equipment
Rolling stock
Leasehold improvements

Declining balance
Declining balance
Declining balance
Straight-line

Rates

20%
30%
30%
4 years

Impairment of long-lived assets
Long-lived assets such as fixed assets are tested for recoverability whenever events or changes
in circumstances indicate that their carrying amount may not be recoverable. An impairment
loss is recognized when the carrying value of a long-lived assets is not recoverable and exceeds
its fair value, the total undiscounted cash flows expected from the use and eventual disposition
of the item. The amount of the impairment loss is determined as the excess of the carrying
value of the asset over its fair value at the date of impairment.
Use of estimates
The preparation of financial statements requires management to make estimates that affect the
amounts of assets and liabilities reported in the financial statements. Those estimates also
affect the disclosure of contingencies at the date of the financial statements. The fair value of
investments and the useful lives of fixed assets are included among the major components of
the financial statements requiring management to make estimates. Actual results could differ
from those estimates.

3.

Accounts receivable – Related parties

RBA Financial Group
RBA Foundation
First Nations Public Security Pension Plan

2016

2015

$

$

160,189
125
580,661
740,975

101,673
20
164
101,857
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December 31, 2016

December 31, 2016
4.

Units held in the global trust and other investment
The Plan holds 43,868,592 units (40,251,423 units in 2015) which represent approximately
95% of the total number of units issued by a global trust which securities are in custody of
Fiducie Desjardins. The composition of investments determined on the basis of units held by the
Plan at the global trust is as follows:

Cash held for invesment
Money market
Canadian bonds (yield between 1.30% and 6.65%)
Canadian shares
International shares
Capital loan funds
Foreign investment funds
Global large cap funds
Global small cap funds
Emerging markets funds
Alternative investments
Real estate funds
Infrastructure funds
Foreign exchange contract (note 11)
Global trust units value
2,334 units of Investissement Premières Nations du
Québec, limited partnership, representing
29.17% of outstanding units
Total investments

2016

2015

$

$

1,534,745
4,816,086
184,843,465
99,186,190
52,165,374
39,593,493

1,351,242
3,238,224
182,779,334
84,388,339
—
35,062,380

58,062,055
27,990,673
35,663,069

102,403,351
27,672,254
32,762,751

78,224,197
61,187,333
103,429
643,370,109

55,062,026
—
589,747,389

1,927,584
645,297,693

1,921,300
591,668,689

65,027,488

Revenues generated by the composition of investments held by the Plan, established according
to the units held by it to the global trust, are as follows:

Interests
Dividends
Gain on sale of investments
Gain (loss) on currency
Distribution from real estate funds and
infrastructure funds
Current period change in fair values
of investments
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2016

2015

$

$

10,206,620
5,139,273
14,807,369
955,283
3,827,743
10,729,978
45,666,266

6,784,003
6,350,192
31,801,894
(4,977,568)
4,681,571
(10,169,058)
34,471,034
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(CONTINUED)

December 31, 2016

December 31, 2016
5.

Funding policy
Under the terms of the Plan, member participants’ contributions to Category 1 is 4.6% or
6.25%, and 6.8% or 8.5% for Category 2. Employers must provide the necessary balance of
funding based on actuarial valuations in order for benefits to be fully provided for upon the
retirement of their member participants. When the salaries of member participants of certain
employers are eligible for INAC contributions, the employer contribution is paid directly by
INAC.
The employer contribution has been maintained at 182% of the member participants’
contributions. The most recent actuarial valuation of capitalization was carried out by
Normandin Beaudry on December 31, 2015.

6.

Capital management
The Plan’s objectives when managing capital are to guarantee the integral capitalization of the
long term benefits. The Plan manages its investments in order to generate a return making it
possible to achieve this goal. The Pension Plan Committee established an investment policy in
order to guide the portfolio managers towards the realization of this objective.
An actuarial evaluation must be filed with the authority of regulation at least every three years.
If the Plan is overdrawn, an actuarial valuation including a plan of elimination of any deficit
must be filed with the authority of regulation at every year.

7.

Related party transactions
The Plan charged resources utilization fees of $513,004 ($461,612 in 2015) to RBA Financial
Group. These transactions are in the normal course of business and are measured at the
exchange value.
Entities related to the Plan are RBA Financial Group, First Nations Public Security Pension Plan
and RBA Foundation. All activities of these entities are made on the premises of the Plan by the
employees hired by the Plan. A portion of the expenses of the Plan are charged to these related
parties (excluding the RBA Foundation). Expenses distributed to RBA Financial Group include
compensation and benefits, rent, office supplies, telecommunications and translation, and, for
First Nations Public Security Pension Plan, a portion of costs related with IT consultants and fees
related to actuaries, the Investment Committee, and performance analysis and asset
management.

8.

Fixed assets

Office furniture
and equipment
Computer equipment
Leasehold improvements
Rolling stock

2016

2015

Cost

Accumulated
depreciation

Net book
value

Net book
value

$

$

$

$

233,481
252,983
55,651
45,265
587,380

169,977
189,652
43,155
18,332
421,116

63,504
63,331
12,496
26,933
166,264

66,245
66,515
20,827
38,475
192,062
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December 31, 2016
9.

Contractual obligations
Total commitment under an operating lease for premises is $174,806 ($313,414 in 2015).
Minimum future payments under this contract over each of the next years are as follows:
$
2017
2018

139,845
34,961

Under agreements with portfolio managers and a security custodian, the Plan has committed to
pay management fees based on the fair value of the plan’s assets. Those agreements can be
terminated upon a 30 days notice.
The Pension Plan committee is engaged through the global trust to invest some amounts in
private investments through a call for capital. As at December 31, 2016, the following amounts
remain to be called:


US$1,100,000 in Brookfield Infrastructure Fund II;



$2,100,000 in Partnership Ipso Facto (RPA);



US$9,000,000 in Brookfield Strategic Real Estate Partners II;



$15,900,000 in Integrated Private Debt Fund V;



US$15,000,000 in Brookfield Real Estate Finance Fund V.

These amounts represent the total commitment of the global trust while the Plan holds
approximately 95% of the total units issued by the global trust.

10.

Financial instruments and risk management
The Plan has exposure to the following risks from its use of financial instruments: credit risk,
market risk and liquidity risk. The following analysis provides a measurement of risk as at
December 31, 2016.
The objective of risk management is to achieve a diversifying of risks and returns in order to
minimize the likelihood of an overall reduction in total Plan value and maximize the opportunity
for gains over the entire portfolio. The trustees also manage the liquidity risk so that there is
sufficient liquidity to meet current benefit payments and to give the Plan the ability to adjust the
asset mix in response to the changes in the market conditions.
Policies
Through its Investment Committee, the Pension Plan Committee has developed an investment
policy addressing the manner in which the Plan shall be invested. Investments shall be selected
and held in accordance with the criteria and limitations set forth in the policy and in accordance
with the relevant legislation. The policy is reviewed at least annually.
The investment policy includes guidelines on asset mix and risk allocation. The document lists
the investment constraints, for example, the maximum exposure permitted for a single issuer,
the liquidity requirements, and currency management. The policy also identifies the authorized
counterparties and includes the approval requirements and trading limits.
The Investment Committee meets regularly to assess the investment risk associated with the
portfolio and determine action plans, if required.
The risk management strategy of the Plan has not changed during the year ended
December 31, 2016.
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10.

Financial instruments and risk management (cont’d)
Credit risk
The concentration of credit risk exists when a significant part of portfolio is invested in securities
having similar characteristics or subject to similar variation linked to the economical or political
conditions. The Plan established an investment policy to which must conform assets managers,
which allows it to minimize the credit risk.
The Plan’s principal financial assets are cash, accounts receivable and investments held in the
global trust and other investment, which are subject to credit risk directly and indirectly. The
carrying amounts of financial assets on the statement of net assets available for benefits
represent the Plan’s maximum credit exposure at year end date.
The Plan’s indirect credit risk is primarily attributable to its investments in bonds held through
units of the global trust.
The indirect credit risk associated with units held in the global trust and represented by bonds is
limited, since the investment policy provides that the counterparties shall be either
governments, governmental agencies or companies (which can be issued in foreign currency).
Further, all bonds shall be made up of investments rated above a “DBRS” or “Standard & Poor’s”
credit rating of BBB or equivalent.
As at December 31, 2016, the Plan has a significant concentration of indirect risk with provincial
governments, cities and other companies. This concentration relates primarily to the holding,
through units held in the global trust of none ($1,426,547 as at December 31, 2015) of
securities issued by federal government, $127,601,179 ($131,294,111 as at
December 31, 2015) of securities issued by provincial governments and $57,242,286
($50,058,676 as at December 31, 2015) of securities issued by cities and other companies.
Market risk
Market risk is the risk of loss that results from fluctuations in equity prices, interest and
exchange rates. The Plan is exposed to market risk from its investing activities. The level of risk
to which the Plan is exposed varies depending on market conditions and the composition of the
asset mix.
Price risk
The Plan manages the price risk primarily through diversifying the investments held in the
global trust across industry sectors and through investment strategies.
As at December 31, 2016, a 10% change in market prices would result in a $27,306,736
($24,722,670 as at December 31, 2015) change in investment in shares and net assets of the
Plan.
Interest rate risk
Interest rate risk refers to the effect on the fair value of the Plan’s assets due to fluctuations in
interest rates. The fair value of the Plan’s assets is affected by short-term changes in interest
rates.
A 1% increase or decrease in interest rates would result respectively in a decrease or an
increase of $29,367,350 ($22,339,256 as at December 31, 2015) in the value of the units held
in the global trust in fixed-income securities and net assets as at December 31, 2016.
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10.

Financial instruments and risk management (cont’d)
Currency risk
Currency risk arises from the Plan’s holdings of foreign currency-denominated investments
through units held in the global trust. As at December 31, 2016, the Plan’s exposure to currency
risk in Canadian dollars is $219,830,416 ($195,586,514 as at Decembrer 31, 2015). The USD
currency is covered for 48.7% by a foreign exchange contract (note 11). As at
December 31, 2016, a 1% change in exchange rate between the Canadian dollar and any other
currency would have a $2,198,304 ($1,955,865 as at December 31, 2015) impact on the Plan’s
foreign currency-denominated investments through units held in the global trust and net assets.
Liquidity risk
Liquidity risk refers to the risk that the Plan does not have sufficient cash to meet its current
payment liabilities, including benefit payments, and to acquire investments in a timely and costeffective manner.
The liquidity position of the Plan is analyzed weekly to ensure the Plan maintains a sufficient
percentage of its net assets in very liquid assets such as cash and money market securities. The
Plan maintains, through units held in the global trust, a portfolio of highly marketable assets,
specifically Canada and provincial governments bonds that can be sold or funded on a secured
basis as protection against any unforeseen interruption to cash flows.
Fair value
The fair value of cash, accounts receivable and accounts payable approximates their carrying
value due to their short-term maturity.
Fair value hierarchy
Financial instruments recorded at fair value on the statement of net assets available for benefits
are classified using a fair value hierarchy that reflects the significance of the inputs used in
making the measurements. The fair value hierarchy has the following levels:
Level 1 –

valuation based on quoted prices (unadjusted) in active markets for identical assets
or liabilities;

Level 2 –

valuation techniques based on inputs other than quoted prices included in Level 1
that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices);

Level 3 –

valuation techniques using inputs for the asset or liability that are not based on
observable market data (unobservable inputs).

The fair value hierarchy requires the use of observable market inputs whenever such inputs
exist. A financial instrument is classified to the lowest level of the hierarchy for which a
significant input has been considered in measuring fair value.
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10.

Financial instruments and risk management (cont’d)
The following table presents the composition of investments held by the Plan through units
issued by the global trust. These units are recorded at fair value in the statement of net assets
available for benefits:
Level 2
$

Level 3
$

2016
Total
$

—
—
183,890,448
—
—
35,797,730
58,062,055
27,990,673
35,663,069
—
—

—
—
953,017
—
—
3,795,763
—
—
—
78,224,197
61,187,333

1,534,745
4,816,086
184,843,465
99,186,190
52,165,374
39,593,493
58,062,055
27,990,673
35,663,069
78,224,197
61,187,333

103,429
—
341,507,404

—
1,927,584
146,087,894

103,429
1,927,584
645,297,693

Level 1
$

Level 2
$

Level 3
$

2015
Total
$

1,351,242
3,238,224
—
84,388,339
—
—
—
—
—
—
—
88,977,805

—
—
181,826,656
—
35,062,380
102,403,351
27,672,254
32,762,751
—
—
—
379,727,392

—
—
952,678
—
—
—
—
—
65,027,488
55,062,026
1,921,300
122,963,492

1,351,242
3,238,224
182,779,334
84,388,339
35,062,380
102,403,351
27,672,254
32,762,751
65,027,488
55,062,026
1,921,300
591,668,689

Level 1
$
Investments held in the
global trust
Cash held for
investment
1,534,745
Money market
4,816,086
Canadian bonds
—
Canadian shares
99,186,190
International shares
52,165,374
Capital loan funds
—
Global large cap fund
—
Global small cap fund
—
Emerging markets funds
—
Real estate funds
—
Infrastructure funds
—
Foreing exchange
contract
—
IPNQ s.e.c.
—
Total investments
157,702,395

Investments held in the
global trust
Cash held for
investment
Money market
Canadian bonds
Canadian shares
Capital loan funds
Global large cap fund
Global small cap fund
Emerging markets funds
Real estate funds
Infrastructure funds
IPNQ s.e.c.
Total investments

During the year, there has been no significant transfer of amounts between Level 1 and Level 2.
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10.

Financial instruments and risk management (cont’d)
Fair value hierarchy (cont’d)
The following table reconciles the fair value of financial instruments classified in Level 3 from the beginning balance to the ending
balance:
2016

Fair value, beginning of year
Gains (losses) recognized in
statement of changes
in net assets available for
benefits
Purchases
Sales/distributions/reinvested
dividends
Fair value, end of year
Unrealized gains (losses) included
in change in market value of
investments with respect to
financial assets held as at
December 31

Canadian
bonds

Capital loan
funds

Real estate
funds

infrastructures
funds

Investissement
Premières
Nations du
Québec, limited
partnership

$

$

$

$

$

952,678

—

65,027,488

55,062,026

1,921,300

3,114,074
7,526,009

2,738,622
2,010,241

6,284
—

2,556,626
78,224,197

1,376,444
61,187,333

—
1,927,584

3,114,074

2,738,622

6,284

339
—
—
953,017

339

(171,125)
3,900,655
66,233
3,795,763

(171,125)
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December 31, 2016

10.

Financial instruments and risk management (cont’d)
Fair value hierarchy (cont’d)

2015

Fair value, beginning of year
Gains (losses) recognized in statement of changes
in net assets available for benefits
Purchases
Sales/distributions/reinvested dividends
Fair value, end of year
Unrealized gains (losses) included in change in market
value of investments with respect to financial
assets held as at December 31

Canadian
bonds

Real estate
funds

infrastructures
funds

Investissement
Premières Nations
du Québec, limited
partnership

$

$

$

$

952,605

55,955,135

20,190,241

1,929,031

73
—
—
952,678

286,725
6,739,160
2,046,468
65,027,488

10,426,507
22,682,481
1,762,797
55,062,026

(7,731)
—
—
1,921,300

73

286,725

10,426,507

(7,731)
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11.

Derivative financial instruments
As at December 31, 2016, the Plan, through units held in the global trust, held a foreign
exchange contract (USD currency sale contract), ending April 6, 2017, for a notional amount of
US$47,600,000 (US$35,600,000 in 2015) and for a fair value of $108,528 ($326,808 in 2015).
These amounts represent the total detention of the global trust while the Plan holds
approximately 95% of the total units issued by the global trust.
The gains or losses from the fluctuation of the fair value of these contracts are accounted for in
the statement of changes in net assets available for benefits under “Investment income from
the units held in the global trust” account.

12.

Comparative figures
Certain of the comparative figures have been reclassified to conform to the current year’s
presentation.
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SCHEDULE

Native Benefits Plan
(Régime
des Bénéfices
Autochtone)
NET
OPERATING
EXPENSES
Schedule — Net operating expenses
Year ended December 31, 2016

Year ended December 31, 2016
Budget
2016

Revenue
Grant – Health Canada
Administrative expenses
Others

Expenses
Administration fees
Depreciation of fixed assets
Office furniture
Liability insurance
Office of the Superintendant
of Financial Institutions
Quebec Pension Plan
Professional fees – actuaries
Professional fees
Professional fees – audit
Cost of general meeting
Committees meetings
Salaries and fringe benefits
Retirement seminars
Net operating expenses

Actual
2016

Actual
2015

$

$

$

39,600
35,000
37,400
112,000

39,575
24,175
115,853
179,603

39,575
25,725
78,953
144,253

288,548
55,000
39,813
21,100

246,065
57,204
25,785
21,085

211,112
54,499
14,846
15,605

42,000
2,000
231,773
273,184
20,000
98,750
142,330
1,220,689
56,000
2,491,187
(2,379,187)

36,493
2,060
187,600
318,908
22,823
82,868
147,528
1,159,347
49,040
2,356,806
(2,177,203)

40,983
1,792
311,857
293,615
18,830
103,154
138,734
1,016,802
52,074
2,273,903
(2,129,650)
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MAIN EXTERNAL ADVISERS
AND PORTFOLIO MANAGERS
PORTFOLIO MANAGERS

{Canadian
{
bonds
Optimum Gestion de placements
Montréal
{Bank
{
loans and private debt
AlphaFixe–Capital - bank loans
Montréal
IPD – private debt
Montréal
{Canadian
{
equities
Letko Brosseau
Montréal
Triasima
Montréal
{{Global large-cap equities
Hexavest
Montréal
Fiera Capital
Montréal
{Global
{
small-cap equities
Mawer
Toronto
{Emerging
{
markets equities
Westwood
Dallas

{Canadian
{
real estate
Bentall Kennedy (Canada) L.P.
Vancouver
Manulife Asset Management
Montréal
Brookfield Real Estate
Toronto
Ipso Facto
Montréal
{Direct
{
infrastructure
SteelRiver Infrastructure Partners
San Francisco
Brookfield Infrastructure Group
Toronto
IFM Investors
Melbourne
{Currency
{
management
Optimum Gestion de placements
Montréal
{Responsible
{
investing
PRI Association
Londres
{Private
{
investment
Nations Venture Capital of Quebec /
Limited partnership
Wendake

First
	

PRINCIPAL EXTERNAL ADVISORS

{Actuarial
{
services advisors
Normandin Beaudry
Montréal
{Legal
{
Counsel
Gagné, Letarte, s.e.n.c.
Québec
{{Asset custodian
Fiducie Desjardins
Montréal
46

{{Information network
administrators
BZ inc.
Québec
{External
{
auditors
Deloitte s.e.n.c.r.l. / s.r.l.
Québec

MAIN EXTERNAL ADVISERS AND PORTFOLIO MANAGERS

{Financial
{
institution
Royal Bank of Canada
Québec
{{Asset management
advisers
Normandin Beaudry
Montréal

EMPLOYER MEMBERS
As at December 31, 2016
Abénakis de Wôlinak
Algonquin Anishinabeg Nation
Algonquin Nation Programs and Services Secretariat
Assemblée des Premières Nations du Québec et du Labrador
Centre chiropratique Harold Chantal enr.
Centre de réadaptation Wapan
Centre Miam Uapukun Inc.
Centre Walgwan Center
Centre Wanaki Center
CKAU-FM
Claudine Ross (Massothérapeute)
Clinique de Physiothérapie Lynda Cayer Physiotherapy Clinic
Conseil de bande de Pessamit
Conseil de la Nation Anishinabe du Lac Simon
Conseil de la Nation Atikamekw
Conseil de la Nation huronne-wendat
Conseil de la Nation Innu de Nutashkuan
Conseil de la Nation Innu Matimekush-Lac John
Conseil de la Première Nation Abitibiwinni
Conseil de la Première Nation des Innus Essipit
Conseil des Abénakis d’Odanak
Conseil des Anicinapek de Kitcisakik
Conseil des Atikamekw de Manawan
Conseil des Atikamekw de Wemotaci
Conseil des Atikamekw d’Opitciwan
Conseil des Innus de Ekuanitshit
Conseil des Innus de Pakua Shipu
Conseil des Montagnais de Unamen Shipu
Conseil scolaire des Premières Nations
en éducation des adultes

First Nations of Quebec and Labrador Health and Social
Services Commission
First Nations of Quebec and Labrador
Sustainable Development Institute
Foresterie Nitassinan inc.
Forêt modèle du Lac-Saint-Jean/Milu Nemetatau
Grand conseil de la Nation Waban-Aki
Groupe Conseil Nutshimit Nippour
Immobilière Montagnaise
Indian Way School
Innu Takuaikan Uashat Mak Mani Utenam
Institut Tshakapesh
Investissement Premières Nations du Québec
K.Z. Freshmart
Kanesatake Health Center Inc.
Kapatakan Gilles Jourdain Inc.
Kebaowek First Nation
Kitigan Zibi Anishinabeg Nation
Les Artisans Indiens du Québec
Long Point First Nation
Mawiomi Treatment Services inc.
Micmacs of Gesgapegiag Band
Mohawk Council of Kanesatake
NACCA, National Aboriginal Capital Corporations Association
Nation Micmac de Gespeg
Native Benefits Plan
Native Commercial Credit Corporation
Pekuakamiulnuatsh Takuhikan
Regroupement Mamit Innuat inc.
Regroupement Petapan inc.

Conseil Tribal Mamuitun

Resto bistro du vieux moulin

Corporation de développement économique Ekuanitshitnnuat

Société Aéroportuaire

Corporation de développement économique Montagnaise

Société de développement des Naskapis

Corporation Wabak Pimadizi

Société de développement économique Ilnu

CPE Takinagan

Société des entreprises Innues d’Ékuanitshit

Développement des Ressources Humaines
Abitibiwinni - Kitcisakik (DRHAK)

Société d’histoire et d’archéologie de Mashteuiatsh

Développement Piékuakami Ilnuatsh S.E.C.

Solutions Nügaz Inc.

Développement Tshikanakun inc.

Step by Step Child & Family Center

Épicerie Opitciwonok

Timiskaming First Nation

First Nations Education Council

Tourisme Autochtone Québec

First Nations Human Resources Development
Commission of Quebec

Uanan Experts-Conseils inc.

First Nations of Quebec and Labrador Economic
Development Commission

Voyages Inter-Nations

Société en commandite Carrefour La Tuque (1995)

Uisht Construction
Wolf Lake First Nation
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PROFILE OF THE RBA FINANCIAL GROUP
The Native Benefits Plan is offered through the RBA Financial Group, an organization
registered with the Autorité des marchés financiers (No. 508106).
The RBA Financial Group is a non-profit organization owned and managed by First Nations.
It has operated as a promoter and administrator of pension plans for First Nations since 1979.
The Group specializes in developing and offering individual and group financial products and
services adapted to its clientele’s financial security needs.
Our group offers clients equitable pension plans adapted to the needs of First Nations through
an organization that belongs to them and administers the Native Benefits Plan (NBP), the
First Nations Public Security Pension Plan (FNPSPP) and the NBP Defined Contribution
Pension Plan.
Over the years, the RBA Financial Group has directed all efforts towards offering competitive
fringe benefits to employers adapted to the fiscal specificities and rights of First Nations,
including group insurance, occupational health and safety and other financial products.

SOCIAL OUTREACH
In 2008, the RBA Financial Group established a foundation (RBA Foundation) whose mission
is to improve living conditions and contribute to the wellbeing of First Nations in Quebec.
All our orgazinations have been involved socially for several years through sponsorship. In
2016, we contributed to several projects in the fields of health, education and sports for a total
of $30,000.

2936, rue de la Faune, Suite 202
Wendake (Québec) G0A 4V0
T 418 847-1840 • 1 888 242-0277
F 418 847-3990

rbagroupeﬁnancier.com

Recycled paper

