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CEO & CHAIR

MESSAGE

Highlights

We are pleased to report the NSPS LTD Plan
continues to be in a strong financial position
and that there have been no significant
changes in relation to the level of our claims
activity.

  

1

2018 was a busy year for the Board and Plan staff.  In addition to the revised Funding policy
highlights included:
 

Retaining Manulife as our Claims Administrator
Completing a new Experience Study, introducing new assumptions to the Actuarial Valuation
Revising the Investment policy
Reviewing and updating of Board policies
Signing a new NSPS LTD Plan staff contract
Contracting the Province to provide IT services
Moving the production of the Annual report in-house
Reviewing the Trust Deed
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Having undertaken and completed the ground work for a review of the Plan's funded health in 2018,
the Board will be active in 2019 reviewing contribution levels, benefit indexing, and our commitments
to the Office of Workplace Mental Health to ensure that the Plan has a solid financial position, while
being sensitive to the contribution requirements for members and employers.
 
The Plan decreased contributions by 38% in 2009; and there have been no changes since, as our
investments have performed well over this time.  Also, in 2019 the Board, in concert with our Plan
Sponsors, will be completing its 2018 work to update the Plan's Trust Deed, reflecting the current
norms and the evolution of the Plan from a binary employer/union trust to one that reflects multiple
employers and unions.  Finally, in 2019, the Board has committed to taking on the task of reviewing
and revising the LTD Plan text, to ensure consistency with industry standards while recognizing our
status as a Trust and our commitment to the Public Sector we insure.
 
The accomplishments of 2018 would not have been possible without the commitment and knowledge
of the Plan's Trustees.  Unfortunately, we have to say goodbye to Employer Trustee Dana MacKenzie. 
On behalf of the Board and staff, we would like to thank Dana for her dedication and insight, and in
particular for her role on numerous Board committees.   Newly appointed, we would like to welcome
to the Board Sarah Bradfield, Managing Director, Employee Relations with the Public Service
Commission.
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We look forward to another busy year in 2019 and remain committed to working closely with our Plan
Sponsors, the Province of Nova Scotia and the NSGEU, our participating employers, who have
entrusted us with providing long-term disability services to their employees, and our Claims
Administrator, Manulife, to ensure our Plan members continue to have a competitive and sustainable
LTD Plan.
 
In closing, we would like to welcome the approximately 900 new Plan members, employed as faculty
and support staff with the Nova Scotia Community College.
 
Respectfully,
 
 
 
 
 
Doug Stewart                                       Anna MacIsaac
(Chair)                                                    (Chief Executive Officer)



ABOUT US

The Plan provides LTD benefits to Nova
Scotia Public Sector Employees who
become disabled from work due to
illness or injury.
At the end of 2018, the Plan covered
approximately  13,600 employees.

1
  

E s t a b l i s h e d  i n  1 9 8 5

Province of Nova Scotia
Nova Scotia Community College
Nova Scotia Health Authority

 Atlantic Provinces Special Education
Authority
Develop Nova Scotia
Events East Group
Innovacorp
IWK Health Centre
Nova Scotia Business Inc.
Nova Scotia Gaming Corp.
Nova Scotia Government
and General  Employees Union
Nova Scotia Lands Inc.
Nova Scotia Legal Aid Commission
Nova Scotia Municipal Finance Corp.
Nova Scotia Pension Services Corp.
NSPS LTD Plan Trust Fund
Nova Scotia Utility & Review Board
Property Valuation Services Corp.
Tourism Nova Scotia
Université Sainte-Anne

  

3 P a r t i c i p a t i n g

E m p l o y e r s

4

P l a n  M e m b e r s2

The legal basis for the Plan is an
Agreement and Declaration of Trust
between the Province of Nova Scotia
and the NSGEU.  The Agreement
provides for the appointment of eleven
trustees. Five members are appointed
by the NSGEU (the Union), one of whom
is designated by the Canadian Union
of Public Employees (CUPE).  Five
members are appointed by the
Province of Nova Scotia (the Employer)
through the Lieutenant Governor in
Council, one of whom is designated by
the Nova Scotia Health Authority.  The
Union and the Employer jointly appoint
an independent chair.



ABOUT US

Employer Trustees:
Cathy Rankin
Dana MacKenzie
Geoff Piers (NSHA)
Rob Bourgeois
Shannon York
Sarah Bradfield

4 B o a r d  o f  T r u s t e e s

Audit:
Rob Bourgeois (Chair)
Doug Stewart
Mike MacIsaac

5 C o m m i t t e e s

Chair: Doug Stewart

Union Trustees:
Corinne Carey
Darren McPhee
Jim Gosse
Mike MacIsaac (CUPE)
Paul Hagen 

Investment:
Shannon York (Chair)
Doug Stewart
Darren McPhee
Chris Rockwell (External)

Governance:
Paul Hagen (Chair)
Doug Stewart
Cathy Rankin
Corinne Carey
Sarah Bradfield

5

Human
Resources:
Dana MacKenzie
Corinne Carey

Top (from left to right): Mike MacIsaac, Darren McPhee, Shannon York, Jim Gosse, Doug Stewart
Middle (from left to right): Dana MacKenzie, Corinne Carey, Geoff Piers, Rob Bourgeois
Bottom (from left to right): Paul Hagen, Cathy Rankin, (missing: Sarah Bradfield)



FUNDING POSITION

The market value of the assets in the
Plan as at December 31, 2018 was
$  157.1 million, resulting in a funding
margin of $ 62.0 million and a funded
ratio of 165%.

1 M a r k e t  V a l u e  a n d

F u n d e d  R a t i o

2 F u n d i n g  M a r g i n

The Plan continues to have a strong
funding position.  However, since the
last full actuarial valuation as at
December 31, 2016, the Plan's funding
margin has deteriorated by $9.0
million (excluding the $2.3 million
estimated cost of ad hoc indexing for
2019 and 2020).

Morneau Shepell
provides actuarial
services to our Plan

The Plan's benefit liabilities are calculated using
an actuarial valuation, which provides an
estimate of the value of the Plan's commitment to
its beneficiaries.   The most recent actuarial
valuation was completed as at December 31, 2018
by Morneau Shepell.  The 2018 valuation
estimated the benefit liabilities for the Plan to be
$95.2 million.  This figure includes both active in-
force claims as of the valuation date and an
allowance for claims incurred before the
valuation date, but not yet reported or
adjudicated.  It also includes a provision for
future administrative expenses on claims
incurred as of the valuation date.
 
The main factors contributing to the change in
the Plan's funding margin are:
 

Experience gains on claims incurred as of the
last valuation: $4.6 million
New claims costs in excess of premiums and
EI rebates for 2017 and 2018: ($7.0) million
Increased liabilities resulting from valuation
assumption changes made based on a study
of the Plan's historical experience completed in
2018: ($7.6) million

6

3 I m p a c t  o f  A d  H o c

I n d e x i n g

If approved, ad hoc indexing will
reduce the Plan's funding margin to
$ 59.6 million and its funded ratio to
161%.
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On the other hand, experience on claims incurred since the last valuation
has detracted from the Plan's funding position.  In particular, the
estimated cost of new long-term disability claims (including associated
administration expenses) has exceeded the premiums and EI rebates
collected since the previous valuation. 
 
The actuarial basis used for the valuation of the Plan's benefit liabilities
has been updated based on a review of the Plan's historical experience. 
This review, completed in 2018, suggested a change in various
assumptions in order to better align the valuation with the Plan's actual
experience.  Further details on the assumptions, changes and their
impact on the Plan's benefit liabilities can be found in the actuarial
valuation report.  In total, the updates to the actuarial basis used for the
December 31, 2018 valuation increased the estimated benefit liabilities by
$7.6 million.

The Plan's investments earned approximately 2.6% per annum
over the past two years versus the 3.0% per annum rate of return
assumed in the 2016 valuation.  However, the Plan had a
significant funding margin as at December 31, 2016 ($71.0 million)
on which to earn additional investment income.  Taken together,
these two items contributed $2.9 million to the Plan's funding
position.
 
The Plan also enjoyed a gain on claims incurred as at December
31, 2016 of $4.6 million due to a combination of factors.  The main
contributors were lower than expected net benefit amounts ($1.4
million) and less claims than provided for in the incurred but not
reported liability of the last valuation ($2.2 million).

This gap between
revenue and claims
costs has reduced the
Plan's funding position
by $7.0 million.
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The Board of Trustees recently adopted a new Funding policy to guide how the Plan responds to
variations in its funded position.  The objective of the policy is to maintain a funded position that
provides for the security of benefits promised to claimants while maintaining stable and affordable
premium rates.  The policy is based on an analysis of the Plan's main risk factors and its unique
operating environment.  The new Funding policy replaces the metrics previously monitored by the
Board to assess funding levels, namely the Minimum Continuing Capital and Surplus Requirements
(MCCSR) and the Plan's target contingency reserve measure.

Funded Ratio
Year End

The table below shows the funding position of the Plan for the last five years.  Please note that in the
years between full actuarial valuations (2015 and 2017) the accrued liability for benefits is based on an
extrapolation of the results from the previous full actuarial valuation.

Source: Morneau Shepell
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In general, when the Plan is outside of its
target funding range, the Funding  policy
aims to return the Plan to its target level
within a ten-year period.

When compared to the Plan's current net
assets of $ 157.1 million, this suggests an
excess funding margin of $ 38.1 million,
$ 35.2 million with the inclusion of
indexing for 2019 - 2020.

The target funded ratio under the policy is 125%.  The
policy provides guidance on actions (premium
adjustments and/or benefit changes, including benefit
indexing) to consider when the Plan's funded ratio is
outside of its target range.
The specific adjustments to consider and the level of
Board discretion are outlined in the policy and vary
based on the degree of variance from the Plan's target
funded ratio.
As noted, the Plan is 165% funded, 161% funded when
indexing for 2019 - 2020 is factored in, as at December
31, 2018.  At this funding level, the Funding policy states
that the Board should recommend premium discounts
and/or benefit improvements with the aim of returning
the Plan to its target funded ratio of 125% in 10 years or
less. 

A 125% funded ratio implies target assets
of $119.0 million.
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In summary, the Plan is currently financially sound and well able to meet
the commitments made to existing claimants.  At the same time, current
premium levels are expected to be below the best estimate range for the
cost of new disability claims including associated administrative
expenses.  The Board will continue to monitor and respond to emerging
Plan risks going forward and consider its premium rate and benefit
structure as per its Funding policy.

The actuarial valuation is performed every two years;
accordingly, the next formal actuarial valuation of the
Plan is scheduled for December 31, 2020.

In addition, the 2018 federal budget announced that Health and Welfare Trusts (HWTs - the Plan's
current structure) will no longer be permitted after 2020.  Existing HWTs are expected to convert to an
Employee Life and Health Trust (ELHT) prior to 2021.  The federal government has completed
stakeholder consultations on the considerations involved in converting HWTs to ELHTs but, to date, no
draft legislative proposals or transitional administrative guidance has been released. 

Going forward, current premium levels and
projected EI rebates submitted to the Plan are
expected to be below the best estimate range for
the cost of new disability claims, including
associated administrative expenses.  Given the
Plan's significant funding margin, this is not a
cause for immediate concern. 

Plan staff will continue to monitor legislative developments in this area and consider what steps, if
any, the Plan needs to take in advance of the conversion deadline.



LTD CLAIMS

ADMINISTRATION

Claims in pay fluctuate from year to
year.

1
  

C l a i m s  -  P a s t  F o u r

Y e a r s

2 C l a i m s  D i s t r i b u t i o n

b y  E m p l o y e r

The distribution of claims by employer
has not changed significantly over the
years. 

Touch Points

The Board's confidence in Manulife's
claims administration was reinforced
in 2018 with the renewal of Manulife's
contract.
 
Our Plan office communicates
frequently with Manulife, ensuring
agreed upon performance standards
and expectations are met.
We work closely with Manulife, Plan
members, and employers, to ensure
that our disability claims
management practices meet current
industry standards.

2015 2016 2017 2018

525
572 560 580
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# of Claims

Source: Manulife

Employers with < 10 Claims (5%)

Nova Scotia Community College (6.40%)

Nova Scotia Health Authority (20.70%)

Province of Nova Scotia (67.90%)

Source: Manulife
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LTD CLAIMS

ADMINISTRATION

An increase in claims approved  in
2018 factored into the slight increase
in claims as of year-end 2018.

3 C l a i m s  A c t i v i t y
Touch Points

As evident from the chart to the left,
claims fluctuate from year to year.
 
The focus is on ensuring claim
decisions reflect the LTD Plan
document and Plan members are
provided appropriate claims
management services.

Source: Manulife
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LTD CLAIMS

ADMINISTRATION

4 R e s o l v e d  C l a i m s
Touch Points

Other Contractual Other Reason Death

Change of Definition* Retirement/Benefit Expiry

Return to Work TOTAL CLAIMS RESOLVED

5 8 15 15

46
64

153

0

100

200

2018

Source: Manulife

The overall number of resolved
claims did not change  from 2017. 
Return to work continues to be the
number one reason for claim
closures, followed by
retirement/benefit expiry.

Rehabilitation Specialists provide
return to work assistance to Plan
members and their employers.
 
Eighty-six percent of Plan members
either returned to work or were job-
ready, as a result of the involvement
of a Rehabilitation Specialist.

5 R e h a b i l i t a t i o n

O u t c o m e

 

RTW - Other Employer (1.10%)

Assessed, ill-suited (13.50%) Job Ready (18%)

RTW - Own Employer (67.40%)

Source: Manulife
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*Disabled from own occupation, but not any
    occupation



LTD CLAIMS
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6 T o p  F i v e  D i a g n o s e sTouch Points

As at December 31, 2018, of the 580
Plan members receiving an LTD
benefit 192 had a mental health
diagnosis.  More than half of the  192
will likely not return to work.
 
The top five diagnoses account for
just under 80% of all approved LTD
claims.

  

7
T o p  F i v e  D i a g n o s e s

f o r  C l a i m s  A p p r o v e d

i n  2 0 1 8

Source: Manulife
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The number of mental health claims
being approved continues to grow on
an annual basis.
 
An increase in mental health claims
may be attributed to better
awareness and social acceptance.
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INVESTMENT MANAGER

PORTFOLIO SUMMARY

Plan investments are managed by
Beutel Goodman

For the 2018 period, the FTSE Canada Universe Bond Index
increased by 1.41% on a total-return basis.
 
Against this backdrop, the liability hedging portfolio outperformed
the benchmark for the period. A long tactical duration position in
May and June helped add value for the year, as it captured
downward movements in rates. Curve positioning detracted
slightly, as the curve flattened over the period. Government and
corporate security selection also contributed, as higher-quality
securities outperformed riskier ones.

Liability Hedging
Portfolio

Liability Hedging Portfolio

Money Market Fund (9.81%) Income Fund (90.19%)

Source:  Beutel Goodman
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INVESTMENT MANAGER

PORTFOLIO SUMMARY

The Beutel Goodman Balanced Fund had a negative return in the 
one year ending December 31, 2018, and under-performed its
blended performance benchmark.
 
At the asset class level, an underweight position in fixed income
detracted from performance, as did an overweight position in
international equities. This was largely offset by security selection
in the Canadian equity segment of the portfolio.

Balanced
Portfolio

Balanced Portfolio

Cash & Cash Equivalents (1.34%) CDN Small Cap (2.18%)

US Equities (17.75%) International Equities (18.29%)

CDN Large Cap (29.95%) Fixed Income (30.49%)

Source: Beutel  Goodman
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PERFORMANCE ANALYTICS

& CUSTODIAL REPORT

Liability Hedging
Portfolio

Rising interest rates and fear over the global
economy have negatively impacted the bond
market. 
 
The FTSE TMX Canada Bond indices have
performed better than the third quarter, with the
FTSE TMX Canada Bond Universe Index
returning 1.77%.
 
The Canadian Mid-Term Bond  Index returned
2.42% in the fourth quarter, outperforming long-
term and short-term bonds.

17

Source: BNY Mellon

BNY Mellon Asset
Servicing provides
performance
measurement services;
and CIBC Mellon Global
Security Services
provides custodial and
accounting service



PERFORMANCE ANALYTICS

& CUSTODIAL REPORT

Balanced Portfolio
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Source: BNY Mellon

The U.S. equities market performed poorly in
the fourth quarter with the S&P 500 Index
returning -8.62%.  The decline is largely due to
the ongoing U.S./China trade dispute since
investors are unsure how the economy will be
affected as negotiations continue.
 
The International equities market suffered a
dramatic decline in the fourth quarter. 
Persistent concerns over trade dispute, Brexit,
rising interest rates and global economic
slowdown have made investors reluctant to
invest in higher risk securities.

Canadian equities market returns declined
dramatically in the fourth quarter as the S&P/TSX
Composite Index return fell to 110.11% and
dragged down the 2018 calendar year return to
-8.89%.



LET 'S GET IN

TOUCH

You can reach us at:

902.461.0421 or 1.877.461.0421 (Toll-free)

www.nsps-ltd.com
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