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Independent Auditor’s Report

To the Administrator
Lakehead University Pension Investment Fund

We have audited the accompanying financial statements of Lakehead University Pension Investment
Fund, which comprise the statement of financial position as at December 31, 2012, and the
statement of changes in net assets available for benefits for the year then ended, and a summary of
significant accounting policies and other explanatory information. These financial statements have
been prepared by management based on the financial reporting provisions of Section 76 of
Regulation 909 of the Pension Benefits Act of Ontario.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the financial reporting provisions of Section 76 of Regulation 909 of the Pension
Benefits Act of Ontario, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements 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 are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the entity's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of 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 management, as well as evaluating the presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Independent Auditor’s Report (cont’d)

Opinion

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the Fund as at December 31, 2012, and the changes in net assets available for benefits
for the year then ended in accordance with the financial reporting provisions of Section 76 of
Regulation 909 of the Pension Benefits Act of Ontario.

Basis of Accounting and Restriction on Use

Without modifying our opinion, we draw attention to Note 2 in the financial statements, which
describes the basis of accounting. The financial statements are prepared to assist the Administrator
of the Fund to meet the requirements of the Financial Services Commission of Ontario. As a result,
the financial statements may not be suitable for another purpose. Our report is intended solely for
the Administrator of the Fund and the Financial Services Commission of Ontario and should not be
used by parties other than the Administrator of the Fund or the Financial Services Commission of
Ontario.

Bho Gonadda LLP

Chartered Accountants, Licensed Public Accountants

Thunder Bay, Ontario
June 7, 2013



*sjuaWaIeS JeIDURUL 3saYy] Jo Led JeuSaul ue ale sajou Suluedwodde ay)

o o oy

Loumbm:.: 4yl jo :ﬁ?

086°026'861 § TIL'EL9LT § BIT'LOE‘LLL § TLL00G'LOT § LSO‘666°LT § SSO‘LOS‘6LL $

S$}1JOUaq.J0} J)Ge|IRAR S1aSSR 19N

9/0'¥LT ¥81‘0€ 768°€81 19€°182 00L‘€E 199°L¥T (¥ 230N) a1qefed sjunodoy
saligqe
950°GEL ‘661 96°€¥9°LT oLL16¥ LLL €LV 18L°L0T LSL'TE0'8T 91L'8¥L 6L}
vy 1TE GBESL 680°9¥T - - - 9)1qeALadal suolINgLIIU0D Sa2Ao0)dw
opL‘TLS G18°eL TAN 134 - - - 31qeAL9D3L SuUoINGLIU0D slosuods
G80‘E 134 0597 89¥°L 8r0°lL 0Z¥'9 2)1qeAlasal {SH
856 '€60°86 1 EEV GOP LT GL1‘879°0L1 ¥/8°0vS'907  10/°858°LZ €L1°789°8/1 (€Z08y0°107$
-110T 3502  989G8€ 70T -710T 3502)
(Z pue | sainpayds
‘€ 910N) aN)eA 19¥JRW IR ‘SJUBWISIAU]
608‘¥0T $ 8/8°8C $ 1€6°GLL $ LEL'EET’L  $ 800°tll $ €z1'090‘r § ysed
leloL (1z69Z8 (85097 lejol (1z692s (8s09tz $)asSY
JaquinN JaquinN JaquinN JaquinN
uopyel3siSay uopjesisisay uopyens|day uopjensiSay
opiejuQ) opejuQ) opJejuQ) oliejuQ)
ue|d uolsuagd ue|d yeis ue|d uojsuad ueld ye3s
aafojdwz aAljRnSIUIWPY 2afojdw3 aAlyesSIUIWPY
pue pue
1euotssajo.d Jeuolssajo.d
1107 FA 1A L€ Jaquiadaq papusa Jeak ay) Jog

Uo13Isod |eldueuL JO JUSWaIL]S
pung JUSWISSAU| UOISUD AJISIOAIUN peayayeT

14



*sjuawajels jeldueul) asayy Jo ped jesagul ue ase sajou SuiAuedwodde ayt

086076861 $

79L°€19°4T §

BLTLOE“VLL §

11008207 §

1G0'666°LT §

650°105°‘6L1 $

Je3A JO pua ‘sjyauaq Joj a)ge|ieAr S1asse 39N

- (zzT'0g1) (4440 - (T¥9‘cee) Tr9‘€EE (G 910N) s43jsuet] uoisuad punpiaiu
L¥S 128201 G19'1188C 748650641 086026861 T9L°€19°LT 81T L0E‘LLL Jeak
40 Buluui8aq ‘s3yyauaq 1o} ajqejleAe sjasse JoN
(£95°056‘8) (169°290°1) (9/8788°L) ZEL 6458 L£6'81LL S61°098°L s31yauaq Joy
a|qejieAe sjasse jau Ul (9sea.dap) asealou|
L19°29¢8‘EL LLL 165 ) 906°GLL L AT 627'592°7 686°767°Gl (9 930N) spunjas pue s3yauaq uotsuad
pled sjyauag
0S0°L1¥'¥ 070¥1S 0£0°€68°E 9PE‘LELOT 991¢86°C 08l‘€SL ET pied sjyyauaq a10jaq sjasse 318U Ui 3seaIOU|
LI PE9‘L 18°6TT 6ES‘POP ‘L 8506/ S9.°0L) £82°6/9 (£ 310N) 5934 1euoissajoud pue uolres3siurupy
sasuadx3y
19¥‘150°9 168°€S.L 695°L6Z°S ¥68°L76°9T LE6'V60'E £96 ‘TE'ET
ELO‘E0V'Y £08°68S 0LZ'E18E GBE‘PEDS 108°819 p8S ‘Sl Y Josuods -
0£1¥L8°T 189779 A TAA LZE966°T £6°819 BLEIVE‘T saafojdwa - suornquIuo)
9p€ ‘89T LE8LE 605°0€ 806°61 - 80661 (g a10N)
sJajsuel) uolsuad - s3diadas ysed Jay3p
(peS‘z8L SL) (806°97+°7) (970"95£7)) 19g‘0L1LL 887°9/1 £L0°VE6‘9 SJU3WISIAUL
40 3neA 33yJew Ul a5uRYD pazijeaiun JaN
GO 1959 950926 659 L¥9°S 010°6G65°S 626°6LL 180°6LL'Y SJUSWISAAUL UO sutes pazieas 19N
108°071L°L § £€0°¥00°) § 89,9119 § 606°L07°9 $ 04608 $ 6£6°9££‘S § SWIODUL JUSWISIAU|
(sso]) awoou
1e0L (8509%Z JaquinN 1®30L (850957 JaquinN
(176925 taqunN uopjes3siBay (176975 Jaquiny uopjesysiBay
uoljesysiSay ouejuQ) uojjeysiSay onejuQ)
ouRuQ) ue|d Je3s ope3uQ) ue|d yeis
ueld aAljenIsIUjwpy ue|d aAleIS|UIWpY
uoisuad aakojdw3  pue jeuoissajoid uoisuad aakojdwg  pue Jeuolssajold
1107 [T 1A 1€ J19qwiadaQ papua Jeah ay3 Jog

S}1Jjaudg 1o} d)qejleAy S}assy 39N Ul sagueyd JO juawalels
pun jJUSW}SaAU] UOISUDd AJISIDALUN peaysye]




6

Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

1.

Description of Plans

The Lakehead University Pension Investment Fund (“the Fund") consists of two plans. The
following description of the Professional and Administrative Staff Plan (“PP”) and the
Lakehead University Employee Pension Plan (“LUEPP”) is a summary only. For more
complete information, reference should be made to the Plan Agreements.

The assets of the Fund are held by Northern Trust. Advisory Research Inc., Addenda Capital
(formerly Cooperators), CGOV Asset Management , Dimensional Fund Advisors Canada ULC,
Jarislowsky Fraser Limited, Letko Brosseau & Associates Inc. and State Street Global Advisors
act as managers for the Fund and have discretionary investment authority.

The Fund is a Registered Pension Trust as defined in the Income Tax Act and is not subject to
income taxes.

Professional and Administrative Staff Plan

The Plan is a contributory defined contribution pension plan. The Plan provides for a
defined benefit guarantee for service prior to January 1, 1997. Under the Plan,
contributions of 6.5% (2011 - 6.5%) of earnings were made by faculty and librarians and 8.05%
(2011 - 8.05%) by the Plan sponsor. For other members, contributions of 8.05% (2011 -
8.05%) of earnings were made by employees and 8.05% (2011 - 8.05%) by the Plan sponsor.

Lakehead University Employee Pension Plan

The Plan is a contributory defined contribution pension plan. Under the Plan, employees
contribute 7.9% (2011 - 7.9%) of their earnings except for contracted employees who
contribute 7.15% (2011 - 7.15%) of their earnings. The Plan sponsor matches employee
contributions. For contract lecturers, contributions of 6.5% (2011 - 6.5%) of earnings were
made by employees and 7.9% (2011 - 7.9%) by the Plan sponsor.

Significant 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
Financial Services Commission of Ontario for financial statements under Section 76 of
Regulation 909 of the Pension Benefits Act of the Province of Ontario. These regulations
require pension plans to adhere to the provisions of Section 4600 - Pension Plans in Part IV -
Accounting Standards for Pension Plans of the Canadian Institute of Chartered Accountants
(CICA) Handbook, although they permit the exclusion of the actuarial liabilities of the Plan.
Consequently, these financial statements do not purport to show the adequacy of the Plan’s
assets to meet its pension obligations.



Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

2. Significant Accounting Policies (cont’d)

Investments
Investments are stated at fair value which is based on closing quoted market prices.

Dividend income is recognized as of the ex-dividend date. The purchase and sale of
securities are recorded on a trade date basis.

Realized gains and losses from security transactions are based on the average cost of the
security.

Use of Estimates

The preparation of financial statements in accordance with the accounting principles
described in the significant accounting policies requires the Fund Administrator to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the
date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from the Fund Administrator's best
estimates as additional information becomes available in the future.

Foreign Currency Translation

At the transaction date, each asset, liability, revenue and expense is translated into
Canadian dollars by the use of the exchange rate in effect at that date. At the year-end
date, monetary assets and liabilities are translated into Canadian dollars by using the
exchange rate in effect at that date and the resulting foreign exchange gains and losses are
included in income in the current period.



December 31, 2012

Lakehead University Pension Investment Fund
Notes to Financial Statements

3. Investments

Canadian equities

Canadian unit trust

equities

US unit trust
equities

Canadian unit trust
bonds

US partnerships
Accrued income

2012 2011

Market Value Cost Market Value Cost

S 27,046,338 S 24,714,716 S -9 -
91,488,735 91,312,667 103,199,374 105,751,226
24,999,766 24,989,521 21,698,877 24,751,736
54,796,156 53,765,998 65,742,440 63,032,543
8,102,607 7,495,512 7,435,851 7,495,512
107,272 107,272 17,006 17,006

$ 206,540,874 $ 202,385,686 S 198,093,548 $ 201,048,023




Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

3.

Investments (cont’d)

Individually significant investments

The cost or market value of the following investments exceeds 1% of the cost or market

value of total pension fund investments at December 31, 2012:

Canadian Equity Fund
Jarislowsky Fraser Investments - Equity Fund (1)
Letko Brosseau - RSP Equity Fund (2)

Bond Fund

Addenda Capital (6)

Jarislowsky Fraser Investments Bond Fund (1)
Letko Brosseau - RSP Balanced Fund (2)

Foreign Equity Fund

Advisory Research - Small Cap Value Fund II (3)

State Street Global Advisors - Global Equity Unit
Trust (5)

Dimensional Fund Advisors - International Small
Cap (4)

Miscellaneous - Other
Jarislowsky Fraser Investments - Short Term
Investments (1)

CGOV - Canadian common stocks (7)

2012
Cost

2012
Market Value

S 34,088,611

11,793,979

24,536,166
29,229,832
37,454,430

7,495,512
15,971,381

9,024,241

7,975,647
24,815,867

S 36,302,903
10,918,193

24,961,297
29,834,859
36,291,933

8,102,607
18,112,359

6,893,508

7,975,647
27,147,508

(1)  Jarislowsky Fraser investments are pooled funds administered by Jaristowsky Fraser Limited.
(2)  Letko Brosseau investments are pooled funds administered by Letko, Brosseau & Associates Inc.
(3)  Advisory Research investments are pooled funds administered by Advisory Research Inc.

(4)  Dimensional Fund investments are pooled funds administered by Dimensional Fund Advisors

Canada ULC

(5)  State Street Global Advisors investments are a pooled fund administered by State Street Global

Advisors, Ltd.

(6) Addenda Capital (formerly Co-operators) investments are a pooled fund administered by

Addenda Capital.

(7)  CGOV investments are a segregated fund administered by CGOV Asset Management
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Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

4. Accounts Payable

2012 2011
Investment Management
Addenda Capital $ 17,456 § 22,266
CGOV Asset Management 28,676 -
Letko, Brosseau & Associates Inc. 113 113
Jarislowsky Fraser Limited 45,199 55,625
State Street Global Advisors, Ltd. 9,755 8,803
Other
BDO Canada LLP - Audit 9,500 8,175
Eckler Ltd. - Actuarial 57,053 25,324
AON Hewitt - Actuarial - -
Proteus - Investment Advisors 26,993 26,993
Northern Trust - Custodial Services 13,572 12,255
Ontario Pension Commission 11,699 10,002
Administration 61,345 44,520
S 281,361 S 214,076

5. Pension Transfers
Pension transfers into the Lakehead University Plans were $19,908 (2011 - $268,346).

Transfers between the Lakehead University Employee Pension Plan and the Professional and
Administrative Staff Plan were $333,642 (2011 - $130,222). Funds are transferred for
members of the Lakehead University Employee Pension Plan that transfer to the Professional
and Administrative Staff Plan when changing benefit classification effective January 1, 2012.

6. Pension Benefits and Refunds

2012 2011
Pension benefits $ 7,482,404 S 7,539,655
Refunds 10,075,810 5,827,962

S 17,558,214 S 13,367,617
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Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

7. Administrative Expenses and Professional Fees
2012 2011
Investment management fees S 359,748 S 1,111,574
Actuarial fees 171,211 192,780
Investment counselling 107,972 107,971
Commodity tax consulting - 17,148
Audit fees 10,840 9,013
Custodial service fees 52,702 58,489
Other - Pension Commission 11,699 10,002
Administration 83,887 115,269
Goods and services tax rebate (7,511) 12,165
$ 790,548 S 1,634,411
8. Related Party Transactions
The Pension Fund does not hold any securities of the employer sponsor or its related parties.
9. Income Taxes
The Fund is not subject to income tax since it is a Registered Pension Trust as defined by the
Income Tax Act (Canada).
10. Statement of Cash Flows
A statement of cash flows is not presented since the cash flow information is readily
apparent from other financial statements or is adequately disclosed in the notes to the
financial statements.
11. Financial Instruments

The carrying value of HST, sponsor’s and employees’ contributions receivable, and accounts
payable approximates their fair value because of their short-term nature.

Risks arising from financial instruments:

Interest Rate Risk

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s
financial position and revenue. This risk arises from the Fund's investments whose returns
are linked to interest rates. The Plan invests in pooled funds that may hold debt instruments
linked to interest rates.



12

Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

11. Financial Instruments (cont’d)

Foreign Currency Risk

Foreign currency exposure arises from the Fund’s holdings of foreign equity or debt
instruments. The Fund invests in mutual funds that may hold debt or equity instruments
denominated in a foreign currency and as such would be exposed to fluctuations in currency
risks. All of the Fund’s investments are denominated in Canadian or US Dollars. US Dollar
investments are translated into Canadian Dollars at the market rate at the end of the fiscal
period. Investments denominated in foreign currencies are noted on the Schedule of Cost
and Market Value of Investments by type (Schedule 1). An increase or decrease of 1% in the
US exchange rate would result in an increase or decrease of net assets available for benefits
of $331,000.

Market Risk

Concentrations of market risk exist when a significant portion of the portfolio is invested in
securities with similar characteristics and/or similar economic, political or other conditions
that may prevail. The Fund Administrator believes that the investments in which the Fund
invests spreads the market risk over different market sectors. The Fund Administrator uses a
variety of investment management companies to ensure the portfolio is balanced to help
mitigate market risk. An increase or decrease of 1% of the Fund’s investment portfolio
would result in an increase or decrease of net assets available for benefits of $2,065,000.

Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The maximum credit exposure
to the Fund is represented by the fair value of the contributions receivable and investments
presented in the Statement of Net Assets Available for Benefits. A portion of the Fund’s cash
equivalents are invested in short term debt instruments guaranteed by the Federal and
certain provincial governments.

Financial Instruments Fair Value Hierarchy

Disclosure of a three-level hierarchy for fair value measurements is based upon transparency
of inputs to the valuation of an asset or liability as of the measurement date. The three
levels are defined as follows: '

Level 1:
For securities valued based on unadjusted quoted prices in active markets for identical
assets.

Level 2:
For securities valued based on inputs, other than quoted prices included in Level 1, that are
observable for the asset, either directly or indirectly.

Level 3:
For securities valued based on inputs that are based on unobservable market data.

As at December 31, 2012 and 2011 the Fund’s investments are Level 1 within the fair value
hierarchy. There were no transfers between levels during the year.
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Lakehead University Pension Investment Fund
Notes to Financial Statements

December 31, 2012

12.

Capital Management

The Fund’s capital is its net assets available for benefits. The Fund’s objective when
managing capital is to safeguard the Fund’s ability to continue to provide pension and
related payments to its members. The Fund is not exposed to any externally imposed capital
restrictions.

13.

Actuarial Valuation

In the event that an actuarial valuation discloses a going concern unfunded liability or a
solvency deficiency as defined by the Pension Benefits Act (1987), the University will be
obligated to make additional contributions as required by the Act. The most recent actuarial
valuation of the Plan at December 31, 2009, reported that based on then current provisions,
the Plan had both a going concern unfunded liability and a solvency deficiency, and that
additional University contributions would be required upon filing. The University is making
special payments under Regulation 990 of the Pension Benefits Act of $126,600 monthly to
the Plan. These payments are expected to continue until the next scheduled actuarial
valuation for the year ended December 31, 2012, at which point they will be reassessed. At
the time of preparation of these financial statements, the 2012 actuarial valuation was not
completed.

14.

Contingent Liability

The Financial Services Commission of Ontario (FSCO) has raised issues with a Plan
amendments made to the Professional and Administrative Staff Plan in 1992, 2000 and 2007.
The amendments provided that pensioner increases would be granted only to the extent that
the funds in the Retirement Account of the Plan are sufficient to support the increase. FSCO
has indicated that the amendment may be considered void unless a court agrees the
amendment is necessary to rectify the language of the Plan to reflect its original intent, or
the Plan is further amended to comply with requirements of the Pension Benefits Act.

The University has retained legal counsel to assist with the matter. While the ultimate
outcome is uncertain, it is possible that the amendments should not have been applied to
pensions which commenced before January 1, 2008 (scenario 1 below) or, alternatively,
before February 25, 2000 (scenario 2 below). In each case, the assets of the Plan would be
reduced by an account payable for pension increases that should have been paid between
2000 and 2010, and future obligations (for additional benefits payable after December 31,
2010) would be increased. The Plan Actuary has estimated the potential impact as follows:

Increases in Future

Account Payable for Obligations for
Pension Increases Pension Increases
Since 2000 After 2010

For all pensions commencing before
January 1, 2008 (Scenario 1) $8.4 million $20.4 million
For all pensions commencing before
February 25, 2000 (Scenario 2) $4.1 million $7.6 million
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Lakehead University Pension Investment Fund
Schedule 1 - Cost and Market Value of Investments by Type

December 31 2012 2011
Market
Cost Market value Cost Value
Equities
Common stock
Canada - CAD $ 24,714,716 § 27,046,338 S - S -
Unit trust equity
Canada - CAD 91,312,667 91,488,735 105,751,226 103,199,374
Foreign - USD 24,989,521 24,999,766 24,751,736 21,698,877
Total unit trust
equity 116,302,188 116,488,501 130,502,962 124,898,251
Total equities 141,016,904 143,534,839 130,502,962 124,898,251
Fixed Income
Unit trust bonds
Canada - CAD 53,765,998 54,796,156 63,032,543 65,742,440
Partnerships
Foreign - USD 7,495,512 8,102,607 7,495,512 7,435,851
202,278,414 206,433,602 201,031,017 198,076,542
Accrued income 107,272 107,272 17,006 17,006
Total investments $ 202,385,686 $ 206,540,874 $ 201,048,023 $ 198,093,548
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Lakehead University Pension Investment Fund
Schedule 2 - Cost and Market Value of Investments

by Investment Manager

For the year ended December 31 2012 2011
Market
Cost Market Value Cost Value

Advisory Research Inc.

Addenda Capital (formerly
Cooperators)

Dimensional Fund Advisors
Canada ULC

CGOV Asset Management
Jarislowsky Fraser Limited
Letko, Brosseau & Associates Inc.
State Street Global Advisors

$ 7,495,512 § 8,102,607 $ 7,495,512 $ 7,435,851
24,536,166 24,961,297 36,428,955 37,652,972

9,024,241 6,893,508 8,786,456 5,766,231
24,815,887 27,147,508 - -
71,294,090 74,113,469 85,520,399 89,773,040
49,248,409 47,210,126 46,834,415 41,515,803
15,971,381 18,112,359 15,982,286 15,949,651

$ 202,385,686 $ 206,540,874 $201,048,023 $198,093,548




