


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, 
communication requirements, and complexity of investments managements.

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.
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FIRST NATIONS PUBLIC SECURITY 
PENSION PLAN (FNPSPP)

The FNPSPP is a defined benefit plan registered with 
the Office of the Superintendent of Financial Institutions  
(OSFI 55864) and the Canada Revenue Agency (0415984). 
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 FNPSPP 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 seven members, three of whom are elected by 
and from among employer and employee representatives 
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, 2017, the FNPSPP had 226 members 
who benefit from the security of a pension fund established 
38 years ago and the performance of the most important 
Aboriginal pension fund in Canada. 

rbagroupefinancier.com
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MISSION
The mission of the First Nations Public Security Pension 
Plan is to administer a defined benefit retirement plan 
for First Nations employers and employees involved 
in public security through a competitive organization 
owned by them.



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

MESSAGE FROM THE PRESIDENT  
OF THE RETIREMENT COMMITTEE 
AND THE GENERAL MANAGER

Floyd McBride 
President 
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Dear Readers and Members of the Plan,

In keeping with tradition for so many years, it is a pleasure to present 
this annual report for fiscal year 2017.

As is customary, the report contains important information and the 
year’s highlights: Plan administration and management, changes 
in demography, financial results for the period and, of course, the 
financial health of the First Nations Public Security Pension Plan 
(FNPSPP), your pension fund.

May we remind you that the primary goal here is to offer a transparent 
report covering the Plan’s financial situation and the level of attainment 
of our various objectives.

PORTFOLIO PERFORMANCE
As you may know, one crucial objective in the management of your 
Plan is the achievement of a suitable return on our investment portfolio 
that totalled some $36 million at the end of December 2017.

Although we work with a long-term return assumption of 4.6% (net 
of fees), we do everything in our power to exceed this return year 
after year. 

Therefore, we are very pleased to present the results of our efforts in 
2017 with an amazing return of 11.3%. This stellar outcome originates 
from several sources, starting with the implementation of a liability-
driven investment approach that takes account of both our current 
and future commitments, but also of an appropriate level of risk with 
which we are comfortable. This return is also a consequence of the 
talent of experienced managers who, once again this year, were able 
to provide us with an added value of 1.2% in excess of our reference 
index. This added value alone translates into more than $400,000 for 
the FNPSPP, solely in 2017. If we consider the added value over the 
past ten years, this represents 56 base points, or a little over one half 
of one percent. Needless to say, this added value represents several 
million dollars attributable solely to the careful choice of managers 
and the appropriate follow-up of their work.  
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THE FINANCIAL SITUATION  
OF OUR PLAN
Generous portfolio returns are one important means 
to improve and maintain the financial health of our 
Plan. But, interest rates in Canada are a very important 
consideration when analyzing our Plan’s solvency, 
meaning the ability of the Plan to meet its obligations 
in the very short term. Although solvency is no 
longer considered by many pension plans in Quebec 
and Ontario, for the FNPSPP, which is under federal 
jurisdiction, solvency is an unavoidable topic that must 
be addressed.

The results obtained in 2017, improve our financial 
health from the standpoint of both solvency and 
capitalization (continuity).

Indeed, the excellent returns obtained, the almost 
0.5% increase in short-term Canadian interest rates 
and the status quo regarding the Canadian mortality 
table allowed us to increase our average solvency ratio 
from 97.2% to about 97.5%.

In terms of financial health on the basis of continuity, 
we were in balance last year and we had a surplus of 
about $250,000 as at January 1, 2018, which is very  
good news.

DEVELOPMENT, SOUND 
MANAGEMENT AND GOVERNANCE
In 2017, we continued to place the emphasis on the 
sound management of our organization and the 
definition of the roles and duties of each person 
involved in our organization, from the administrators 
and employees to our partners.

To offer quality service to our members in 2017 we 
focus on developing our computer systems, the 
security of these systems and the information they 
contain, suitable training for our employees and 
administrators, and the development of system and 
equipment replacement plans. 

Furthermore, the development of our clientele remains 
an important consideration and to date, we are proud 
to state that the NBP serve almost all First Nations in 
Quebec (with the exception of the Cree and the Inuit), 
which opens the door to future development for the 
police officers’pension plan. 

Therefore, we are able to confirm that the FNPSPP 
is governed appropriately and in compliance with 
applicable legislation and regulations.

EXPRESSION OF GRATITUDE

The achievement of stellar results is not easy – quite 
the contrary. 

We succeeded in obtaining good returns on our 
investments in 2017, but also on the average of our 
last 10 years. There is no doubt that this strong 
performance is attributable to the quality of the 
people around us. We are lucky to have competent 
expert members on our Investment Committee – 
people who are impassioned and dedicated. Thanks 
to their excellent work, we were able to choose high-
performance, quality managers. The same applies  
to the work carried out by our employees, consultants 
and collaborators under the direction of our  
esteemed administrators.

To all these people involved directly and indirectly 
in our organizations of which the FNPSPP is part, 
thank you sincerely for your excellent work, your 
devotion and your close cooperation. Because of 
talented individuals like you, we are able to achieve 
our objectives each year and are motivated by the 
desire to improve continuously to better serve our 
distinguished clientele.

In closing, we wish to sincerely thank all members of 
the Plan for their support and their trust in us over 
many years. 

Yours truly,



OUR ROOTS – 
COMMITTEE MEMBERS

ATTENDANCE

MEETINGS AND CONFERENCE  
CALLS HELD BY THE AUDIT AND RISK 
MANAGEMENT COMMITTEE IN 2017

Johanne Castonguay 2 out of 2

Isabelle Napess 2 out of 2

Jean-Marie Gagnon 2 out of 2

Michel Toupin 2 out of 2

 {  Johanne Castonguay 
President

 { Isabelle Napess 
 Vice-president

 { Jean-Marie Gagnon 
 Member

 { Michel Toupin 
 Member

MEMBERS OF THE AUDIT AND RISK MANAGEMENT COMMITTEE 

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 plan, “Ensure 
the profitability, solvency 
and sustainability of your 
Plan”, the main topic of 
our 2015-2018 strategic 
planning.
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MEMBERS OF THE RETIREMENT COMMITTEE 

 { Floyd McBride 
 President

 { Éric Cloutier 
 Vice-president

 { Angèle Petiquay 
 Director 
 (until August 2017)

 { Jean-Marie Gagnon 
 Independent member

 { Jinny Thibodeau 
 Director 

 { Johanne Castonguay 
 Director

 { Olivier Gill-Sioui 
 Director 
 (since August 2017)

 { Régis Flamand 
 Director 
 (until August 2017)

 { Simon Vanier 
 Director 
 (since August 2017)

 { Jacques Beaudet 
  Secretary 

(non-voting member)

ATTENDANCE

MEETINGS AND CONFERENCE  
CALLS HELD BY THE RETIREMENT  
COMMITTEE IN 2017

Floyd McBride 6 out of 6

Éric Cloutier 6 out of 6

Angèle Petiquay (until August 2017) 4 out of 4

Jean-Marie Gagnon 6 out of 6

Jinny Thibodeau 6 out of 6

Johanne Castonguay 6 out of 6

Olivier Gill-Sioui (since August 2017) 2 out of 2

Régis Flamand (until August 2017) 3 out of 4

Simon Vanier (since August 2017) 2 out of 2

Jinny Thibodeau, Jacques Beaudet, Floyd McBride, Jean-Marie Gagnon, 
Johanne Castonguay, Simon Vanier, Sylvain Picard, Olivier Gill-Sioui, 
Éric Cloutier.
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OUR ROOTS – 
COMMITTEE MEMBERS (CONTINUED)

 { Jinny Thibodeau 
 President

 { Isabelle Napess 
 Vice-president

 { 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 
NBP Representative 

 {  André Pelletier 
External Member

 { Johanne Castonguay 
 Member

 { Michel Toupin 
 Expert Consultant Member 

 { Sophie Leblanc, CFA 
 Expert Consultant Member

 { Valérie Tremblay 
 NBP Representative

ATTENDANCE

ATTENDANCE

MEMBERS OF THE HUMAN RESOURCES COMMITTEE

MEMBERS OF THE INVESTMENT COMMITTEE

MEETINGS AND CONFERENCE CALLS 
HELD BY THE HUMAN RESOURCES 
COMMITTEE IN 2017

Jinny Thibodeau 1 out of 1

Isabelle Napess 1 out of 1

André Pelletier 1 out of 1

Johanne Castonguay 1 out of 1

MEETINGS AND CONFERENCE  
CALLS HELD BY THE INVESTMENT 
COMMITTEE IN 2017

Norm Odjick 4 out of 5

Claude Dalphond 5 out of 5

Éric Cloutier 4 out of 5

Jean-Marie Gagnon 5 out of 5

Jean Ross 5 out of 5

Michel Toupin 4 out of 5

Sophie Leblanc 4 out of 5

Valérie Tremblay 4 out of 5

The “General profile for members of the FNPSPP 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.



$1,635,010
ANNUAL CONTRIBUTIONS 
BY EMPLOYEES  
AND EMPLOYERS IN 2017

226
MEMBERS

115
58
53

ACTIVE MEMBERS

DEFERRED MEMBERS

PENSIONERS

8  |  HIGHLIGHTS IN 2017

HIGHLIGHTS
IN2017
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$3,537,715 
EVOLUTION OF NET ASSETS

MORE THAN $400,000
ADDED VALUE TO ASSETS 

COMPARED TO THE  
BENCHMARK PORTFOLIO

$804,412 
BENEFITS PAID TO 

PENSIONERS IN 2017

PORTFOLIO 
PERFORMANCE

INCREASE IN 
NET ASSETS

11.3%

1.2%

11.0%
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HIGHLIGHTS IN 2017(CONTINUED)

Master Trust – Investment management highlights
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 {   11.3% return on the Master Trust in 2017 with an added value of 1.2% over the reference 
portfolio return;

 {   9.6% return on the Master Trust for the four-year period from 2014 to 2017 with an added value 
of 1.3% per year over the reference portfolio return;

 {   Increase in the total assets of the Master Trust from $677 million to $763 million in 2017,  
$36 million of which in assets for the FNPSPP;

 {   Reflections surrounding the establishment of new strategic investment guidelines for the  
upcoming years. 

1 YEAR 4 YEARS 10 YEARS

RETURN 11.3% 9.6% 6.8%

INDEX 10.1% 8.3% 6.2%

LONG-TERM GOAL (CPI + 2.9%) 4.5% 4.5% 4.6%

ADDED VALUE 1.2% 1.3% 0.6%



FNPSPP  |  ANNUAL REPORT 2017   11

HIGHLIGHTS IN 2017(CONTINUED)

MAINTAINING THE PLAN’S  
FINANCIAL HEALTH

The primary objective of our management is to 
maintain and improve the financial health of the Plan.

To achieve this, we require three things: 

 {  A suitable return on our portfolio;

 { Sufficiently high interest rates;

 { Use of a representative mortality table.

RETURN ON THE PORTFOLIO

The year 2017 was, without doubt, an exceptional year 
with regard to the quality of the return obtained.

The appreciable return of 11.3% recorded in 
2017 exceeded our reference portfolio (passive 
management) by more than 1.2%. This added value 
alone represents more than $400,000 for 2017. This 
stellar performance further cements our faith in the 
talent of competent managers who can add value on 
a regular basis while maintaining a tolerable level of 
risk appropriate to the Plan’s situation.

As you are aware, returns are based on the investment 
policy in effect for the Plan. To this end, in 2013 the 
Retirement Committee agreed to implement a 
liability-driven investment approach to take account 
of changes in the pension plan’s commitments to our 
members. This is why we have considerably reduced 
our exposure to risk by increasing the weighting of 
fixed-income investments through bond matching 
and credit securities (bank loans and private debt). In 
return, we reduced our exposure to variable income 
to 43% of the pension fund and added inflation-
related securities such as real estate and infrastructure 
investments that account for 20% of our portfolio.

To avoid unnecessary losses, our policy is to cover 50% 
of the currency in all our investments exposed to the 
American dollar. This approach has been profitable 
over the past two years. 

CANADIAN INTEREST RATES

For a defined benefit pension fund such as the 
FNPSPP, interest rate levels are extremely important 
in determining the Plan’s financial health in terms of 
solvency. Without going into detail, the higher the 
interest rates, the lower the actuarial liability and the 
better the Plan’s financial health.

In 2017, in the short term, Canadian interest rates 
increased slightly as a result of the increase in the 
Bank of Canada’s key rate. Conversely, the long-term 
interest rate curve leveled out as a result of a slight 
decrease in long-term interest rates. In 2017, the 
impact of these interest rate fluctuations had a neutral 
effect on the Plan.

MORTALITY TABLE

The increase in the Canadian and Aboriginal 
population’s life expectancy is a very important factor 
for our financial health in terms of continuity. Because 
people are living longer, we must foresee pension 
benefits paid over a longer period of time than in 
the past. For example, solely in the past 20 years, 
the average life expectancy has increased from 80.7 
years to 87 years. This represents almost 7 additional 
pension payment years. In 2017, the Canadian Institute 
of Actuaries made no changes to the Canadian 
mortality table. 



HIGHLIGHTS IN 2017(CONTINUED)

FINANCIAL RESULTS
EVOLUTION OF NET ASSETS
For fiscal years ended December 31  

PERIOD INCREASE NET CUMULATIVE ASSETS

2017 3,537,715 35,727,196

2016 2,292,221 32,189,481

2015 1,932,393 29,897,260

2014 3,057,821 27,964,867

2013 3,275,890 24,907,046

0

5

10

15

20

25

30

2017Cumulative Variation

20152013 2014 2016 2017

M$

CHANGES IN NET ASSETS
For fiscal years ended December 31 
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JURISDICTION 

Until evidence to the contrary, the Plan is under Federal jurisdiction and registered with the 
Office of the Superintendent of Financial Institutions (OSFI 55864) and the Canada Revenue  
Agency (0415984).*

*  Last July, Judge Luc Martineau ruled favourably to uphold the Federal jurisdiction of the First 
Nations Public Security Pension Plan. At the time these lines were written, the Attorney General of 
Canada could yet file an appeal within the prescribed deadline.



HIGHLIGHTS IN 2017(CONTINUED)

ANNUAL CONTRIBUTIONS BY MEMBERS

 PERIOD        EMPLOYEES       EMPLOYERS         TOTAL

2017 545,147 1,089,863 1,635,010

2016 518,305 1,036,131 1,554,436

2015 502,767 1,005,535 1,508,302

2014 433,508 1,177,897 1,611,405

2013 364,904 1,040,687 1,405,591

MANAGEMENT AND ADMINISTRATION FEES 
(in thousands of dollars)

2017 2016 2015

Administration fees 337 312 297

Investment management fees 107 95 90

Total fees 444 407 387

Net assets as at December 31 35,727 32,189 29,897

% of total fees on net assets 1.2% 1.3% 1.3%

BENEFITS PAID TO PENSIONERS 

  PERIOD      PENSIONERS    TOTAL

2017 53 804,412

2016 52 790,836

2015 50 699,025

2014 42 636,669

2013 38 598,950
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4%
WOMEN

96%
MEN

AGE DISTRIBUTION OF RETIRED PARTICIPANTS

0-54 14 participants

11 participants

11 participants

1 participant

10 participants

55-59

60-64

65-69

70-74

1 participant

2 participants

75-79

80-84

RETIRED PARTICIPANTS 61
AVERAGE AGE 
OF RETIRED 

PARTICIPANTS
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TOTAL : 50

2017HIGHLIGHTS
IN
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16%
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84%
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ACTIVE PARTICIPANTS 36.9
AVERAGE AGE  

OF ACTIVE  
PARTICIPANTS

TOTAL : 115

2017



ACTUARIAL VALUATION:  
CAPITALIZATION AND  
SOLVENCY REVIEW
The financial soundness of a defined benefit plan such as the FNPSPP  
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.

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. 

87 %

95 % 100 % 100 %
95 % 100 % 100 % 100 % 100 %

2008 2009 2010 2011 2012 2013 2014 2015 2016 20172006

98 %

88 %

93 %
101 % 101 %

97 % 98 %92 % 94 %98 %98 %

2008 2009 2010 2011 2012 2013 2014 2015 2016 20172006

Capitalization rate in this chart are rounded off the nearest hundred. 

Solvency rates in this chart are rounded off the nearest hundred. 

101 %
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MANAGEMENT HIGHLIGHTS –  
MASTER TRUST INVESTMENTS 

Increase in the total assets of the Master Trust from  
$677 million to $763 million in 2017, $36 million  
of which in assets for the FNPSPP;

11.3% return on the Master Trust in 2017 with an added value 
of 1.2% over the reference portfolio return;

Reflections surrounding the establishment  
of new strategic investment guidelines  
for the upcoming years. 

9.6% return on the Master Trust for the four-year period  
from 2014 to 2017 with an added value of 1.3% per year  
over the reference portfolio return;



INVESTMENT POLICY EVOLUTION

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 FNPSPP pension funds, for the purpose 
of generating an optimal return based on the characteristics of the pension plans.   

Since 2013, decisions have been 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

The completion of the transition plan and changes to the plan’s demographics support a review  
of the investment policy guidelines and favour the establishment of a new action plan for the  
coming years.

INVESTMENT POLICY CHANGES

The table below presents the target allocation of the investment policy’s benchmark portfolio 
of the Master trust as at December 31, 2017
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ASSET CLASS TARGET 
ALLOCATION

Short-Term Securities (1) 0% 8.0 1.0 

Canadian Bonds 30% 210.9 27.6 

Credit Securities 7% 56.2 7.4 

Total Fixed Income 37% 275.1 36.0 

Canadian Equities 16% 118.3 15.5 

Global Large Capitalization Equities 17% 132.4 17.4 

Global Small Capitalization Equities 4% 36.1 4.7 

Emerging Market Equities 6% 44.9 5.9 

Total Equities 43% 331.7 43.5 

Direct Real Estate 12% 90.6 11.9

Direct Infrastructures 8% 65.6 8.6 

Total Alternative Investments 20% 15.2 20.5 

ALLOCATION AS AT DECEMBER 31, 2017
IN $M IN %

(1) Includes assets for US currency hedging.



The year 2017 was marked by synchronized global economic growth that was reflected by positive 
stock markets and low market volatility. In addition, the fixed income market in Canada was marked 
by the flattening of the interest rate curve. Short-term rates increased 0.7% while long-term rates 
declined 0.2% during the year.

FINANCIAL MARKETS IN 2017

EVOLUTION OF INVESTMENT  
RETURNS
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The graph below shows the gradual evolution of the major financial indices in 2017. All bond and equity 
markets finished the year with positive returns. 
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MASTER TRUST RETURN

*  Includes short-term securities held by managers.
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PERIOD ENDING DECEMBER 31 RETURN MASTER TRUST INDEX MASTER TRUST   ADDED VALUE

YEAR 2014 12.6% 10.7% 1.9%

YEAR 2015 6.7% 5.1% 1.6%

YEAR 2016 7.8% 7.2% 0.6%

YEAR 2017 11.3% 10.1% 1.2%

4 YEARS (2014-2017) 9.6% 8.3% 1.3%

In 2017, the Master Trust, consisting of the NBP and  
the FNPSPP pension funds, posted a return of 11.3%, 
with an added value of 1.2% over the benchmark 
portfolio’s return.   

During the most recent 4-year period (2014 to 2017), 
the Master Trust recorded an average annual return of 
9.6% with an added value of 1.3%. This added value 
from 2014 to 2017 translates into an approximate gain 
of $30 million for the Master Trust. 

The table below presents the average annual returns of the Master Trust for various periods:

(2 CAD)

(6 USD)

(14 USD)

(1 USD)

MANAGERS BEGINNING 
OF MANDATE

Fixed Income Securities - TOTAL 267 35

Optimum (Canadian Bonds) 2008 220 29

AlphaFixe Capital (Bank Loans) 2015 36 5

IPD (Private Debt) 2015 11 1

Equity Markets - TOTAL 338 45

Letko Brosseau (Canadian Equities) 2007 81 10

Triasima (Canadian Equities) 2008 43 6

Hexavest (Global Large Cap Equities) 2011 66 9

Fiera Capital (Global Large Cap Equities) 2016 67 9

Mawer (Global Small Cap Equities) 2013 36 5

Westwood (Emerging Market Equities) 2014 45 6

Alternative Investments - TOTAL 156 20

Bentall Kennedy (Canadian Real Estate) 2006 32 4

Manulife (Canadian Real Estate) 2012 36 5

IPSO FACTO (Canadian Real Estate) 2015 9 1

Brookfield (Global Real Estate) 2015 13 2 

Brookfield (Mortgage Debts) 2016 1 0

Real Estate - TOTAL 91 12

SteelRiver (American Infrastructures) 2007 25 3

Brookfield (Global Infrastructures) 2013 13 2

IFM (Global Infrastructures) 2013 27 3

Infrastructures - TOTAL 65 8

(9 CAD)

ASSETS UNDER MANAGEMENT*

IN $M IN %
(AMOUNT REMAINING TO BE DEPLOYED)

As at December 31, 2017, the assets of the Master Trust were managed by 15 managers invested in 17 mandates. 

(2 CAD)

(6 USD)

(14 USD)

(1 USD)



FIXED INCOME SECURITIES

The year 2017 was marked by tighter monetary policies 
from the US Federal Reserve and the Bank of Canada. 
The US Federal Reserve raised its key rate three times 
in the course of 2017. The range of the US key rate 
increased by 0.75% in 2017 to reach 1.25% to 1.50 % at 
the end of the year. The Bank of Canada also raised 
its key rate on two occasions. The key rate rose from 
0.50% to 1.00% between the beginning and the end 
of 2017. In addition, the US Federal Reserve began the 
gradual reduction of its balance sheet in the 3rd quarter 
of 2017.

These central bank decisions were reflected in interest 
rate hikes observed mainly on bonds with short-term 
maturities in 2017.

Over the course of 2017, long-term interest rates 
decreased by 0.2%, which resulted in a flattening of 
the interest rate curve.

The Canadian bond portfolio posted a return of 8.0%, 
with an added value of 0.6% over the benchmark 
portfolio’s return. 

As at December 31, 2017, 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. 

With assets of $275 million, this asset class corresponded 
to 37% of the assets in the Master Trust.

FIXED INCOME SECURITIES PERFORMANCE IN 2017

0%
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4%

6%

8%

10%

12%

9.1%
8.4%

5.2%

3.0%

Optimum

2.0%

3.2%

IPDAlphaFixe

8.0%
7.4%

TOTAL

Return Index

INVESTMENT PERFORMANCE  
BY ASSET CLASS  
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Foreign equity markets generated positive returns varying between 14% and 28% in Canadian dollars. 
The Canadian equity market grew more slowly with a return of 9.1%.

As at December 31, 2017, 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 the assets of the Master Trust in the equity  
investments represented close to $332 million at the end of 2017.

CANADIAN EQUITIES PERFORMANCE IN 2017

The performance of Canadian equities in 2017 was carried out in two stages. The market returned 
0.7% during the first semester, while ending the year with a return of 9.1%. The Energy sector was the 
only sector to post a negative performance for the year, with a return of -7.0%. Uncertainty surrounding 
the renewal of NAFTA has been an important factor in the underperformance of the Canadian stock 
market relative to the stock markets of other developed countries.

The Master Trust’s Canadian equities portfolio achieved an overall return of 11.2%, with an added 
value of 2.1% compared to the benchmark (S&P/TSX Composite). 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 sector allocation.

0%

4%

8%

12%

16%

Letko Brosseau Triasima TOTAL

13.3%

6.6%

11.2%

9.1% 9.1% 9.1%

Return Index

EQUITY MARKETS 

22  |  EQUITY MARKETS



GLOBAL EQUITIES PERFORMANCE IN 2017

The Master Trust’s global equities portfolio, mainly consisting of U.S., European and Asian equities, 
gained 15.3% in Canadian dollars, adding 1.0% in value with respect to the benchmark (MSCI World 
in Canadian dollars). In 2017, the US dollar depreciated against the Canadian dollar, lowering returns 
when converted into Canadian dollars. The appreciation of the Euro and the English pound versus the 
Canadian dollar was not enough to offset the impact of the depreciation of the US dollar on returns 
in Canadian dollars (global equities return of 14.4% in Canadian dollars, and 18.5% in local currencies).  

Global equities were managed by two managers, Hexavest and Fiera Capital. While Fiera  
Capital’s performance was well above the benchmark, Hexavest’s performance fell below it. Hexavest’s  
subtracted value can be explained by the large allocation in cash as well as the underweight in the 
Information Technology sector.

EQUITY MARKETS (CONTINUED)
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GLOBAL SMALL CAPITALIZATION EQUITIES PERFORMANCE IN 2017

Global small capitalization equities were managed by Mawer. In 2017, the manager generated a 
return of 22.9%, which represents a return 8.3% below that of the benchmark (MSCI World Small Cap 
net in Canadian dollars). This subtracted value is mainly explained by security selection.



EMERGING MARKET EQUITIES PERFORMANCE IN 2017

Equities in emerging markets generated very different returns in Canadian dollars depending on 
sector. The returns were carried mainly by the Information Technology sector. The emerging market 
equity portfolio is managed by Westwood. This manager generated a return of 21.1%, which is 7.2% 
below the benchmark (MSCI Emerging Market net in Canadian dollars). The subtracted value can be 
explained largely by the underweight of the Information Technology sector.

EQUITY MARKETS (CONTINUED)

Real estate and infrastructure exposure represented 12% and 8% of the Master Trust’s assets  
respectively as at December 31, 2017, for a combined market value of $156 million. 

REAL ESTATE INVESTMENT PERFORMANCE IN 2017

As at December 31, 2017, the real estate investment portfolio was managed by Bentall Kennedy,  
Manulife, IPSO FACTO and Brookfield, posting a return of 7.3% in 2017 for an added value of 
1.7% against the benchmark (Annual increase of CPI + 4%). In 2017, Brookfield realized the first  
investments in the commercial mortgage debt fund.

The current income return in 2017 was 4.6% for Bentall Kennedy and 5.8% for Manulife.

ALTERNATIVE INVESTMENTS  
IN CANADIAN DIRECT REAL ESTATE  
AND INFRASTRUCTURES
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* Returns presented in U.S. currency. Performance presented since July 1, 2017. Return of -1.1% in Canadian currency.

** Returns presented in U.S. currency. Return of 6.7% in Canadian currency for 2017.
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INFRASTRUCTURE INVESTMENT PERFORMANCE IN 2017

Infrastructure investments were managed by SteelRiver, Brookfield and IFM. The returns in U.S.  
dollars were 0.1% for SteelRiver and 12.1% for Brookfield in 2017. IFM generated a return of 12.9% 
in Canadian dollars and 14.2% in local currencies. 

Notes: Returns are presented in local currencies.  
The benchmark is the annual increase of CPI + 5%.
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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, 2017 was  
US $114 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 2017, the Canadian dollar appreciated 
with respect to the U.S. dollar from $0.75 to 
$0.80. 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 0.6% for a total gain of $3.4 million.

Global equities include approximately 50% 
exposure to the U.S. dollar. Currency fluctuations 
reduced global equity returns, which were 

18.5% in local currencies, but 14.4% upon 
consideration of foreign currency exposure. The 
hedging of the U.S. dollar mitigated the effects  
of movements in the exchange rate.

Several investments in global infrastructure and 
real estate are made in U.S. dollars and were 
affected by the appreciation of the Canadian 
dollar. SteelRiver’s return of 0.1% in U.S. dollar is 
equal to -6.5% in Canadian dollars, Brookfield’s 
return for its infrastructures fund of 12.1% in 
U.S. dollar is equal to 4.7% in Canadian dollars 
and Brookfield’s return for its real estate 
fund of 14.9% in U.S. dollar is equal to 6.7%  
in Canadian dollars.

IMPACT OF THE U.S. DOLLAR
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INDEPENDENT AUDITOR’S 
REPORT

Deloitte LLP 
801, Grande Allée Ouest 
Suite 350 
Quebec QC  G1S 4Z4 
Canada 

Tel: 418-624-3333 
Fax: 418-624-0414 
www.deloitte.ca 

Independent Auditor’s Report 

To the members of the Pension Plan Committee of 
First Nations Public Security Pension Plan 
 (Régime de rentes de la sécurité publique 
 des Premières Nations)  

We have audited the accompanying financial statements of the Fund of First Nations Public Security 
Pension Plan (Régime de rentes de la sécurité publique des Premières Nations), which comprise the 
statement of net assets available for benefits of the Fund as at December 31, 2017 and the statement 
of changes in net assets available for benefits of the Fund for the year then ended, and a summary of 
significant accounting policies and other explanatory information. The financial statements of the Fund 
have been prepared by the administrator based on the financial reporting provisions of article 12 of 
the Pension Benefits Standards Act, 1985.

Administrator’s Responsibility for the Financial Statements of the Fund 

Administrator is responsible for the preparation and fair presentation of the financial statements of the 
Fund in accordance with the financial reporting provisions of article 12 of the Pension Benefits 
Standards Act, 1985, and for such internal control as the administrator determines is necessary to 
enable the preparation of financial statements of the Fund that are free from material misstatement, 
whether due to fraud or error. 

Auditor’s Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements of the Fund. The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements of the Fund, 
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 
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 conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
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reasonable assurance about whether the financial statements of the Fund are free from material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
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including the assessment of the risks of material misstatement of the financial statements of the Fund, 
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 
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 
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accounting estimates made by the administrator, as well as evaluating the overall presentation of the 
financial statements of the Fund. 



INDEPENDENT AUDITOR’S REPORT 
(CONTINUED)
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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 First Nations Public Security Pension Plan (Régime de 
rentes de la sécurité publique des Premières Nations) as at December 31, 2017 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 First Nations Public Security Pension Plan (Régime de 
rentes de la sécurité publique des Premières Nations) 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 First Nations Public Security Pension Plan (Régime de rentes de la sécurité publique des 
Premières Nations) 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 First Nations Public Security 
Pension Plan (Régime de rentes de la sécurité publique des Premières Nations) or the Office of the 
Superintendent of Financial Institutions. 

June 19, 2018 

______________________________ 
1 CPA auditor, CA, public accountancy permit No. A116139 
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First Nations Public Security Pension Plan
(Régime de rentes de la sécurité publique des Premières Nations)
Statement of net assets available for benefits of the Fund
December 31, 2017

Notes 2017 2016
$ $

Assets
Units held in the global trust 3 35,407,610 31,772,234    
Accounts receivable

Contributions receivable 4

Employees 66,999         39,389           
Employers 133,997       78,777           

Accrued interest and dividends 72,138         54,943           
Sales taxes receivable 27,389         26,438           

Cash 131,057       893,469         
Total assets 35,839,190 32,865,250    

Liabilities
Accounts payable

Pensionable plan and refund payable 3,964            —
Accounts payable and accrued liabilities 55,334         52,787           
Related party – Native Benefits Plan 9,591           580,661         
Related party – RBA Financial group 43,105         42,321           

Total liabilities 111,994       675,769         
Net assets available for benefits 35,727,196 32,189,481    

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

On behalf of the Pension Plan Committee

________________________________________, member

________________________________________, member

Page 3



STATEMENT OF CHANGES IN NET  
ASSETS AVAILABLE

Year ended December 31, 2017

First Nations Public Security Pension Plan
(Régime de rentes de la sécurité publique des Premières Nations)
Statement of changes in net assets available
December 31, 2017
Year ended December 31, 2017

Notes 2017 2016
$ $

Increase in net assets
Investment income from the units

held in the global trust 3 3,565,995    2,254,593      
Other revenues 6,825           15,886           
Contributions 4

Employees 545,147       518,305         
Employers 1,089,863    1,036,131      
Redemption of past services 7,717           3,858            

Increase in net assets 5,215,547    3,828,773      

Decrease in net assets
Administration expenses

Management expenses 7 140,000       140,000         
Management fees on investments 107,204       94,868           
Professional fees – Actuaries 59,175         62,485           
Professional fees – Audit 8,460           8,180            
Professional fees – Others 41,980         16,286           
Cost of meetings 69,250         68,761           
Office of the Superintendant of Financial Institutions 1,832           2,007            
Marketing and development 15,925         14,224           

443,826       406,811         

Benefits paid 804,412       790,836         
Refunds and transfers

Cash refunds of contributions 96,573         127,738         
Refunds of contributions to financial institutions 333,021       211,167         

Decrease in net assets 1,677,832    1,536,552      

Net increase in net assets 3,537,715    2,292,221      

Net assets available for benefits, beginning of year 32,189,481 29,897,260    

Net assets available for benefits, end of year 35,727,196 32,189,481    

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

Page 4
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NOTES TO FINANCIAL STATEMENTS

December 31, 2017

First Nations Public Security Pension Plan 
(Régime de rentes de la sécurité publique des Premières Nations) 
Notes to financial statements
December 31, 2017 

Page 5 

1. Description of the Plan 
The following description of the First Nations Public Security Pension Plan (Régime de rentes de 
la sécurité publique des Premières Nations) (the “Plan”) is a summary only. For more complete 
information, reference should be made to the Plan Agreement.   

General 

The Plan offers to all policemen, firemen and special constables a contributory defined benefit 
pension plan. In accordance with the Plan, the contributions are paid by the employers and the 
participants. Eligible employer is a native band or organization controlled by one or some 
natives, whose membership request has been accepted by the Pension Plan Committee. The 
Plan is registered under the Federal Pension Benefits Standards Act, 1985, registration number 
55864. 

Funding policy 

In accordance with the Federal Pension Benefits Standards Act, 1985, participating employers in 
the Plan 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 4). 

Normal date of retirement 

The normal date of retirement is the year where participants reach the age of 65. 

Service pension 

A service pension is available based on the number of years of service multiplied by 2% of the 
best three years’ average salary for all years of participation. To the pension base, a temporary 
pension is paid up to 65 years old based on 0.25% of the best three years’ average salary by 
the number of recognized years of contribution as at December 31, 2001. 

Survivors’ pension 

The spouse will receive a pension equal to 66⅔% of the calculated pension, plus an increase of 
33⅓% for each child up to 100%. If there is no spouse, the value of acquired pension is 
payable to beneficiaries.

Benefit for early retirement 

Any participant can take an early retirement without actuarial reduction if he or she respects 
certain conditions. Furthermore, it is also possible to take early retirement with reduction ten 
years from the normal date of retirement without reduction. 

Benefit and reimbursement in case of departure 

A participant who ceases to be an employee is entitled to the value of his or her assets. 
However, if eligible to receive a pension, he or she can 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. 
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NOTES TO FINANCIAL STATEMENTS 
(CONTINUED)

December 31, 2017

First Nations Public Security Pension Plan 
(Régime de rentes de la sécurité publique des Premières Nations) 
Notes to financial statements
December 31, 2017 

Page 6 

1. Description of the Plan (continued) 
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 accounting requirements prescribed by the 
Superintendent of Financial Institutions for complying with 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. 

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. 

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 is included among the major components of the financial statements requiring 
management to make estimates. Actual results could differ from those estimates. 
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First Nations Public Security Pension Plan 
(Régime de rentes de la sécurité publique des Premières Nations) 
Notes to financial statements
December 31, 2017 

Page 7 

3. Units held in the global trust 
The Plan holds 2,274,705 units which represent approximately 5% (2,162,678 units in 2016) 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: 

2017 2016 
$ $

Cash held for investment 70,992 75,661  
Money market 630,624 237,428  
Canadian bonds (yield between 1.95% and 6.65%) 9,801,957 9,112,598  
Canadian shares 5,482,546 4,889,780  
International shares 3,092,867 2,571,701  
Capital loan funds 2,222,891 1,951,919  
Foreign investment funds 
 Global large cap funds 3,106,246 2,917,133  
 Global small cap funds 1,676,701 1,379,912  
 Emerging markets funds 2,085,904 1,758,154  
Alternative investments 
 Real estate funds 4,143,271 3,856,375  
 Infrastructure funds 3,051,130 3,016,474  
Foreing exchange contract (Note 9) 42,481 5,099  
Total investments 35,407,610 31,772,234  

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: 

2017 2016 
$ $

Interests 371,166 503,176 
Dividends 328,129 252,111 
Gain on sale of investments 615,033 724,932 
Gain on currency 159,098 47,095 
Distribution from real estate companies and 
 from infrastructure funds 220,395 188,704 
Current period change in fair values 
 of investments 1,872,174 538,575 

3,565,995 2,254,593 

NOTES TO FINANCIAL STATEMENTS 
(CONTINUED)

December 31, 2017
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First Nations Public Security Pension Plan 
(Régime de rentes de la sécurité publique des Premières Nations) 
Notes to financial statements
December 31, 2017 

Page 8 

4. Funding policy 
Under the terms of the Plan, member participants’ contributions are 9.5% for employees who do 
not contribute to Retraite Québec and 8.0% for employees contributing to the Retraite Québec. 
Employers must provide the necessary balance of funding needed, as determined by actuarial 
valuations, so that benefits are fully formed at the time of retirement of members.  

Until the next actuarial valuation, the employer contribution is set to 200% of the member 
participants’ contributions. The most recent actuarial valuation of capitalization was carried out 
by Normandin Beaudry on January 1, 2017. 

5. Contractual obligations 
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, 2017, the following amounts 
remain to be called: 

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

 $1,900,000 in Partnership Ipso Facto (RPA); 

 US$6,400,000 in Brookfield Strategic Real Estate Partners II; 

 $8,500,000 in Integrated Private Debt Fund V; 

 US$14,100,000 in Brookfield Real Estate Finance Fund V. 

These amounts represent the total commitment of the global trust while the Plan holds 
approximately 5% of the total units issued by the global trust 

6. Capital management 
The Plan’s objective when managing capital is 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 
In 2017, the Plan paid management fees of $140,000 ($140,000 in 2016) to RBA Financial 
Group.

NOTES TO FINANCIAL STATEMENTS 
(CONTINUED)

December 31, 2017
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First Nations Public Security Pension Plan 
(Régime de rentes de la sécurité publique des Premières Nations) 
Notes to financial statements
December 31, 2017 
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8. 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, 2017.  

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, 2017.  

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, 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, 2017, 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 $8,009,362 ($6,290,611 as at December 31, 2016) of 
securities issued by provincial governments and $1,792,595 ($2,821,987 as at December 31, 
2016) of securities issued by cities and other companies. 
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8. Financial instruments and risk management (continued) 
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, 2017, a 10% change in market prices would result in a $1,544,426 
($1,351,728 as at December 31, 2016) 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 $1,563,412 ($1,447,781 as at December 31, 2016) in the value of the Plan’s 
investment in fixed-income securities and net assets as at December 31, 2017. 

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, 2017, the Plan’s exposure to currency 
risk in Canadian dollars is $12,318,439 ($10,892,052 as at December 31, 2016). The USD 
currency is covered for 48.4% by a foreign exchange contract (Note 9). As at 
December 31, 2017, a 1% change in exchange rate between the Canadian dollar and any other 
currency would have a $123,184 ($108,921 as at December 31, 2016) 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 cost-
effective 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. 
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8. Financial instruments and risk management (continued) 
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. 

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: 

2017 
Level 1 Level 2 Level 3 Total 

$ $ $ $

Investments held in the 
 global trust 
 Cash held for investment 70,992 — — 70,992 
 Money market 630,624 — — 630,624 
 Canadian bonds — 9,755,507 46,450 9,801,957 
 Canadian shares 5,482,546 — — 5,482,546 
 International shares 3,092,867 — — 3,092,867 
 Capital loan funds — 1,658,862 564,029 2,222,891 
 Global large cap funds — 3,106,246 — 3,106,246 
 Global small cap funds — 1,676,701 — 1,676,701 
 Emerging markets funds — 2,085,904 — 2,085,904 
 Real estate funds — — 4,143,271 4,143,271 
 Infrastructure funds — — 3,051,130 3,051,130 
 Foreign exchange  
  contract — 42,481 — 42,481 
Total investments 9,277,029 18,325,701 7,804,880 35,407,610 
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8. Financial instruments and risk management (continued) 
Fair value hierarchy (continued) 

 2016 
Level 1  Level 2  Level 3  Total 

 $  $  $  $ 

Investments held in the 
 global trust  
 Cash held for  
  investment 

75,661  —  —  75,661 

 Money market 237,428  —  —  237,428 
 Canadian bonds —  9,065,615  46,983  9,112,598 
 Canadian shares 4,889,780  —  —  4,889,780 
 International shares 2,571,701  —  —  2,571,701 
 Capital loan funds —  1,764,793  187,126  1,951,919 
 Global large cap funds —  2,917,133  —  2,917,133 
 Global small cap funds —  1,379,912  —  1,379,912 
 Emerging markets funds —  1,758,154  —  1,758,154 
 Real estate funds —  —  3,856,375  3,856,375 
 Infrastructure funds —  —  3,016,474  3,016,474 
 Foreign exchange 
  contract —  5,099  —  5,099 
Total investments 7,774,570  16,890,706  7,106,958  31,772,234 

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

The following table reconciles the fair value of financial instruments classified in Level 3 from 
the beginning balance to the ending balance: 

2017 
Canadian

bonds
Capital loan 

funds
Real estate 

funds

Infra-
structure

funds
$ $ $ $

Fair value, beginning of year 46,983 187,126 3,856,375 3,016,474 
Gains (losses) recognized in the 

statement of changes in net 
assets available for benefits (533 ) (22,156 ) 36,836 (126,253 )

Purchases — 416,110 119,335 54,188 
Sales/distributions/reinvested 

dividends — (17,051 ) 130,725 106,721 
Fair value, end of year 46,450 564,029 4,143,271 3,051,130 

Unrealized gains (losses) included 
in change in market value of 
investments with respect to 
financial assets held as at 
December 31 (533 ) (22,156 ) 36,836 (126,253 )
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8. Financial instruments and risk management (continued) 
Fair value hierarchy (continued) 

2016 
Canadian

bonds 
Capital loan 

funds
Real estate 

funds

Infra-
structure

funds
 $  $  $  $ 

Fair value, beginning of year 47,322  —  3,230,078  2,735,068 
Gains (losses) recognized in the 

statement of changes in net 
assets available for benefits (339 ) (8,437 ) 152,380  134,045 

Purchases —  192,298  347,878  79,504 
Sales/distributions/reinvested 

dividends —  3,265  126,039  67,857 
Fair value, end of year 46,983  187,126  3,856,375  3,016,474 

Unrealized gains (losses) included 
in change in market value of 
investments with respect to 
financial assets held as at 
December 31 (339 ) (8,437 ) 152,380  134,045 

9. Derivative financial instruments 
As at December 31, 2017, the Plan, through units held in the global trust, held a foreign 
exchange contract (USD currency sale contract), ending April 5, 2018, for a notional amount of 
US$57,000,000 (US$47,600,000 in 2016) and for a fair value of $914,565 ($108,528 in 2016). 
These amounts represent the total detention of the global trust while the Plan holds 
approximately 5% 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. 

10. Comparative figures 
Certain of the comparative figures have been reclassified to conform to the current year’s 
presentation.  
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8. Financial instruments and risk management (continued) 
Fair value hierarchy (continued) 

2016 
Canadian

bonds 
Capital loan 

funds
Real estate 

funds

Infra-
structure

funds
 $  $  $  $ 

Fair value, beginning of year 47,322  —  3,230,078  2,735,068 
Gains (losses) recognized in the 

statement of changes in net 
assets available for benefits (339 ) (8,437 ) 152,380  134,045 

Purchases —  192,298  347,878  79,504 
Sales/distributions/reinvested 

dividends —  3,265  126,039  67,857 
Fair value, end of year 46,983  187,126  3,856,375  3,016,474 

Unrealized gains (losses) included 
in change in market value of 
investments with respect to 
financial assets held as at 
December 31 (339 ) (8,437 ) 152,380  134,045 

9. Derivative financial instruments 
As at December 31, 2017, the Plan, through units held in the global trust, held a foreign 
exchange contract (USD currency sale contract), ending April 5, 2018, for a notional amount of 
US$57,000,000 (US$47,600,000 in 2016) and for a fair value of $914,565 ($108,528 in 2016). 
These amounts represent the total detention of the global trust while the Plan holds 
approximately 5% 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. 

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

 { Canadian bonds 
 Optimum Gestion de placements 
 Montreal

 { Bank loans, private debt and mortgage debts 
 AlphaFixe–Capital - bank loans 
 Montreal
 
 Brookfield Real Estate Finance Fund V  
 – mortgage debts 
 Toronto
 
 IPD – private debt 
 Montreal

 { Canadian equities 
 Letko Brosseau 
 Montreal 
 
 Triasima 
 Montreal

 {Global large-cap equities 
 Hexavest 
 Montreal

 Fiera Capital 
 Montreal

 {Global small-cap equities 
 Mawer 
 Toronto

 { Emerging markets equities 
 Westwood  
 Dallas

 { Canadian real estate 
 Bentall Kennedy (Canada) L.P. 
 Vancouver 
  
 Manulife Asset Management 
 Montreal 
  
 Brookfield Real Estate 
 Toronto 
 
 Ipso Facto 
 Montreal

 {Direct infrastructure 
 SteelRiver Infrastructure Partners 
 San Francisco 
 
 Brookfield Infrastructure Group 
 Toronto 
 
 IFM Investors 
 Melbourne

 { Currency management 
 Optimum Gestion de placements 
 Montreal

 { Investment management 
 PRI Association 
 London

 { Private investment 
 First Nations Venture Capital of Quebec /  
 Limited partnership 
 Wendake

PRINCIPAL EXTERNAL ADVISORS

 {Actuarial services advisors 
 Normandin Beaudry 
 Montreal

 { Legal Counsel 
 Gagné, Letarte, s.e.n.c. 
 Quebec

 {  Asset custodian 
Fiducie Desjardins 
Montreal

 { Information network 
     administrators 
 BZ inc. 
 Quebec

 { External auditors 
 Deloitte s.e.n.c.r.l. / s.r.l. 
 Quebec

 { IT Security 
 Vumetric 
 Quebec

 { Financial institution 
 Royal Bank of Canada 
 Quebec

 {Asset management advisors 
 Normandin Beaudry 
 Montreal



As at December 31, 2017

FNPSPP  |  ANNUAL REPORT 2017   43

PARTICIPATING EMPLOYERS

 { Conseil de la Première Nation Abitibiwinni - Police Pikogan

 { Conseil des innus de Pessamit

 { Corps policier des Abénakis

 {Gesgapegiag Police

 { Kebaowek First Nation

 { Kitigan Zibi Anishinabeg Police Department

 { Sécurité publique de Mashteuiatsh

 { Sécurité publique de Wemotaci

 { Sécurité publique Innu Takuaikan Uashat Mak Mani Utenam

 { Service de police de Manawan

 { Service de police du Lac Simon

 { Services policiers d’Obedjiwan

 { Services policiers de Pakua Shipu

 { Timiskaming Police Service



PROFILE OF THE RBA  
FINANCIAL GROUP

The First Nations Public Security Pension 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.

The RBA Financial 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 pension plans, 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. For more information, please refer to the RBA Foundation 
annual report.

Moreover, all our organizations have been involved socially for several years 
through sponsorship. In 2017, we contributed to several projects in the fields of 
health, education and sports for a total of more than $30,000.
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