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| would like to start by introducing Chris Daly our newly appointed Board Chair. Chris has held
senior leader roles with the Province of Nova Scotia and now with Nova Scotia Community
College, Chris has also been a trustee of the Nova Scotia Public Service Superannuation Plan.
Chris brings to the Board table experience in leadership, public sector benefits, strategic planning,
and board governance. I'd also like to thank our committee Chairs, Corinne Carey, and Robert
Bourgeois for assisting with Board Chair duties while the position was vacant.

On behalf of the Board, we are pleased to present the 2022 Annual Report. The report highlights
the Plan’s funding position based on the actuarial valuation completed as of December 31, 2022,
a review of our claims’ activity and a summary of our investments. We encourage you to visit our
website or contact the LTD Plan office if you would like additional information.

Every other year an actuarial valuation addresses the Plan’s funding position. The results of the
scheduled valuation as of December 31, 2022, confirm the Plan continues to be in a strong
financial position ending the year with a surplus funding margin of $36.7 million and a funded
ratio of 132.1%. The actuarial valuation results were not unexpected and are on track with the
Trust’s Funding Policy and goal of attaining and maintaining a 125% funded ratio.

As documented in the 2020 and 2021 Annual Report, claim costs continue to surpass premium
revenues, which have not changed since a 38% reduction in 2013 and a prior 25% reduction in
2009. With the funded ratio now close to the target of 125%, the currently discounted premium
rate will need to be reviewed and premium adjustments will likely be necessary to ensure the
stability of the 125% target ratio going forward.
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CHAIR & CEO MESSAGE

We continue to see an increase in claims in pay, and an increase in the submission of mental
health claims. The last few years have been unprecedented, though COVID no longer requires an
emergency -type response, in its wake we have seen added challenges in accessing timely medical
care and a positive growing focus on work life balance. We continue to work closely with
Manulife, our Claims Administrator, and our participating employers, to address the evolving
challenges of the work environment while providing LTD benefits and return to work support for
our Plan members.

It was not a great year for investments. Beutel Goodman manages two portfolios on behalf of the
Trust Fund, a Liability Hedging portfolio, holding most of the Trust’s funds and primarily invested
in fixed income assets, and intended to provide security to the Plan’s liabilities and a Balanced
Fund Portfolio, a mixture of equites, bonds, and cash assets, intended to provide a conservative
growth vehicle for a smaller portion of the Trust Fund’s assets. For the 12-month period ending
December 31, 2022, the Liability Hedging Portfolio recorded a negative return and
underperformed its benchmark on a net of fee basis. The Balanced Portfolio for the same time
period time, also recorded a negative return but outperformed its blended benchmark on a net of
fee basis.

In closing we would like to acknowledge and thank the work and commitment of our 10 trustees.
We are confident that working closely with our Plan Sponsors, our participating employers and
Claims Administrator that we will meet the challenges of 2023 and the agenda we have defined.
As last year, we are pleased to present the photography of trustee Darren McPhee.

Respectfully,

Chris Daly, Chair
Anna Maclsaac, CEO
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BOARD OF TRUSTEES

“Our shared mission is to administer the Nova Scotia Public Service Long Term Disability Plan Trust
Fund to ensure sustainable and affordable funding for negotiated long-term disability benefits and
return to work support.”

The legal basis for the Trust Fund is an agreement and Declaration of Trust between the Province of
Nova Scotia and the Nova Scotia Government and General Employees Union (NSGEU). The
agreement established in 1985 provides for the appointment of 11 trustees.

Five trustees are appointed by the NSGEU, one of whom is designated by the Canadian Union of
Public Employees (CUPE). Five trustees are appointed by the Province through the Lieutenant
Governor in Council, one of whom is designated by the Nova Scotia Health Authority. The Plan
Sponsors jointly appoint an independent Chair.

BOARD OF TRUSTEES

ANITA NICKERSON CATHY RANKIN

Director Compensation, Benefits Director, Benefits- Public Service
and Policy and Western Zone Commission

People Services Appointed by Province of Nova
Appointed by Province of Nova Scotia

Scotia- NSHA Appointed January, 2006
Appointed March, 2019 Strategic Initiatives &
Strategic Initiatives & Governance Committee

Governance Committee

DARREN MCPHEE

Social Worker/ Care
Coordinator

Appointed by NSGEU
Appointed January, 2007

Audit & Investment Committee

CORINNE CAREY

Pension and Benefits Officer
Appointed by NSGEU
Appointed June, 2013
Strategic Initiatives &
Governance Committee- Chair

A



JIM GOSSE

Servicing Coordinator
Appointed by NSGEU
Appointed July, 2017
Strategic Initiatives &
Governance Committee

ROBERT BOURGEOIS
Executive Director,
Government Accounting
Appointed by Province of
Nova Scotia

Appointed April, 2017
Audit & Investment
Committee- Chair

SHANNON YORK

Manager of Derivatives and
Quantitative Evaluation
Appointed by Province of
Nova Scotia

Appointed February, 2016
Audit & Investment
Committee

NICOLE MCKIM

Director of Negotiations &
Servicing

Appointed by NSGEU
Appointed January, 2020
Strategic Initiatives &
Governance Committee

SARAH BRADFIELD
Executive Director, Public
Service Commission
Appointed by Province of
Nova Scotia

Appointed November, 2018
Strategic Initiatives &
Governance Committee

STEVE JOY

Mechanic Il (Auto Body
Repair)

Appointed by NSGEU- CUPE
Appointed January, 2019
Audit & Investment
Committee
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PARTICIPATING EMPLOYERS

Province of Nova Scotia

Nova Scotia Community College

Nova Scotia Health Authority

Art Gallery of Nova Scotia

Atlantic Provinces Special Education Authority (APSEA)

Build Nova Scotia

Events East Group

Invest Nova Scotia

IWK Health Centre

Nova Scotia Government and General Employees Union (NSGEU)
Nova Scotia Legal Aid Commission

Nova Scotia Pension Services Corporation

Nova Scotia Public Service Long Term Disability Plan Trust Fund
Nova Scotia Utility and Review Board

Property Valuation Services Corporation

Université Sainte-Anne

We recognize employees are our employers most important
resource. Together we provide the security and peace of mind of
LTD coverage.

As of the end of 2022, the LTD Plan insured 16 employers and
approximately 14,200 Plan members.

We encourage our participating employers and their employees
to visit our website and contact our Navigator if they have any
questions pertaining to the LTD Plan.




FUNDING POSITION

The actuarial valuation report, in its entirety, is available on the NSPS-LTD Plan website.

Every second year an actuarial valuation is performed. The most recent actuarial valuation was
completed as of December 31, 2022, by HUB International, the firm appointed by the Board of
Trustees to provide the Plan’s actuarial services.

The purpose of the actuarial valuation is to:

o Determine the funded status of the Plan’s claims and administrative expenses as of December 31,
2022, on a going-concern basis.

e Report the cause(s) of change from the previous valuation.

o Estimate the cost of new claims going forward.

o Calculate inputs required to assess the Plan’s contribution rates in accordance with the Plan’s
Funding Policy.

The following table shows the funding position of the Plan for the last five years. In the years
between full actuarial valuations (2019 and 2021) the accrued liability for benefits is based on an
extrapolation of the results from the previous full actuarial valuation.

YEAR END (S millions) 2018 2019* 2020 2021* 2022
Net assets available for benefits 157.1 166.3 1743 171.3 S151.1
Benefit liabilities 95.2 102.8 116.2 119.2 S114.4
Funding Margin 620 635 581 521 S36.7
FUNDED RATIO 165% 162% 150% 144% 132.1%
*Based on extrapolated liability results

Source: HUB

www.nsps-ltd.com 2022 Annual Report- Page 6
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FUNDING POSITION

The market value of the assets in the Plan as of December 31, 2022, was $151.1 million.

The benefit liabilities for the Plan are estimated to be $114.4 million. The benefit liabilities include
both active in-force claims as of the valuation date and a reserve for claims incurred before the
valuation date but not yet reported. It also includes a liability for claims related administrative
expenses of 8.0% of total future benefit payments. The cost of any future ad hoc indexing is not
reflected in the calculation of the actuarial liabilities.

The Plan continues to have a strong funding position. Since the last full actuarial valuation in
December 2020 the Plan’s funding margin has been reduced by $21.4 million, from $58.1 million to
the current $36.7 million, and the funded ratio reduced by 17.1% to the current 132.1%. This change
was expected.

The main factors contributing to the change in the funded ratio are:

Change in discount rate to 4.25% from 2.50%:

increase of $12.1 million.

Change in termination assumption to reflect recent actuarial tables and Plan experience:

increase of $12.1 million.

Decrease in expense assumption to reflect the growth of claim payments relative to expenses under
the Plan:

increase of $2.1 million.

Investment returns in 2021 and 2022 lower than expected:

decrease of $18.6 million.

Increase in claims experience greater than expected:

decrease of $18.6 million.

Source: HUB

It is important to note that the cost of new claims exceeding the premiums and El rebates collected
was expected, as there is a temporary discount in Plan premiums meant to amortize the existing
funding margin in accordance with the Funding Policy.
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FUNDING POSITION

The Board of Trustees have adopted a 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 target funded ratio under the policy is 125%.

A 125% funded ratio implies target assets of $143 million. When compared to the Plan’s current net
assets of $151 million this suggests an excess funding margin of $8.1 million, a $21.4 million
decrease since the last actuarial valuation of Dec 2020.

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

Current discounted premium levels and projected El rebates submitted to the Plan are expected to
continue to be below the best-estimate range for the cost of new disability claims including
associated administrative expenses. Given the Plan’s past significant funding margin, this has not
been a cause for immediate concern.

The Plan remains financially sound and well able to meet the commitments made to existing
disability claimants. However as noted in past Annual Reports, the discount in current premiums in
place since 2013 will now need to be reviewed as the Plan’s funded ratio is very close to its target of
125%.

The Board will continue to monitor and respond to emerging Plan risks. The Plan has adopted a
biennial schedule for valuations; accordingly, the next formal actuarial valuation is scheduled for
December 31, 2024.



CLAIMS

The Board has hired Manulife Financial to administer the LTD Plan on its behalf. As Plan
administrator, Manulife provides claims management services as dictated by the LTD Plan

under the supervision of the LTD Plan office.

2022 CLAIMS HIGHLIGHTS

e Manulife received 238 claims in 2022 compared to 240 in 2021.

o Mental illness continues to be the leading cause of disability making up 40% of claims
paid.

e Overall durations from benefit start date to closure (excluding permanent claims*) was
15.3 months, slightly higher than the previous year.

o Return to work closures were the number one reason for claim resolution.

o Average return to work durations have remained consistent with claimants returning to
work after 11.3 months on claim.

o LTD benefit payments were $22,816,000, an increase of 8% from 2021.

*Permanent claims- A return to work is highly unlikely

Quarterly, Manulife's performance is measured against mutually agreed upon standards.
The results are reflective of:

Initial claim decisions made within 10 business days
98% met

Information reviewed within 10 business days

97% met

Privacy compliance met

97% met

Case management practices followed

99% met

Source: Manulife
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CLAIMS

CLAIMS IN PAY AS OF DECEMBER 31, 2022 % CHANGE
2%
6%
1%
8%

Source: Manulife

Though there was an increase in claims in pay, the increase was not as significant as that
seen in 2021.

CLAIMS DISTRIBUTION BY EMPLOYER AS OF DECEMBER 31, 2022

It is not surprising that the Province, as our largest participating employer, has the highest
percentage of LTD claims. Of note, claims distribution has not changed significantly over the years.

2021 2022

W (70.8%) (17.6%) W (8% M (3.6%)
M Province of Nova scotia (70.8%)
Nova Scotia Health Authority (15.7%)
M Nova Scotia Community College (8.1%)
Source: Manulife B Employers with less than 11 claims (5.4%)

www.nsps-ltd.com 2022 Annual Report- Page 10



CLAIMS

LTD DIAGNOSES FOR CLAIMS APPROVED (REGARDLESS OF YEAR SUBMITTED)

2021 2022

37.64%
25.23%

m (18.82%) W (11.91%) W (6.41%)
LS

)
)

M Mental Health (37.9%) Musculosketal (18.3%)
B Cancer (12.5%) B Brain and Nervous (5.7%)

B All Other (25.6%)
Source: Manulife

ACTIVE CLAIMS BY STATUS AS OF DECEMBER 31, 2022

Intervention- Medical management is ongoing

STATUS 2020 2021 2022 and final prognosis is unknown. The Case

Manager is actively monitoring status to
Intervention 263 279 273 determine when it will be medically safe to
Rehab 47 32 47 move forward with return to work planning.
Permanent 324 361 368 Rehab- The focus is on addressing physical
TOTAL 634 672 688 and/or cognitive barriers that are

impacting ability to return to work.
Source: Manulife p g y

ACTIVITY IN PERIOD

ACTIVITY 2020 2021 2022
Approved * 172 201 183
Declined 49 64 66
Resolved 169 169 169
Resolved RTW 87 82 73

*Approvals are based on claims approval in the reporting period, regardless of when received.
Source: Manulife
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CLAIMS

CLAIM RESOLUTIONS

YEAR 2020 2021 2022
Return to Work 87 82 73
Medical Evidence 10 3 8
Change of Definition* 9 8 15
Max Period or Age 36 38 46
Retirement b 10 5
Deceased 13 18 17
Other 8 5 5
TOTAL RESOLUTIONS 169 169 169

Source: Manulife

*Change of Definition- disabled from own occupation; however not any occupation.

Though return to works were down in 2022, it remains the number one reason for
claim resolution. With Manulife and employer input, we will continue to identify

potential return to work opportunities.

The increase in LTD claims, driven to a large extent by the increase in mental illness
claims, is concerning. There are likely many contributing factors. The goal will be to
recognize where we may be able to have a positive impact.
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INVESTMENT MANAGER PORTFOLIO
SUMMARY

Investment Manager Beutel Goodman & Company Ltd. is the sub-advisor for
the Trust Fund’s Liability Hedging Portfolio and Balanced Portfolio.

Beutel Goodman considers environmental, social and governance (ESG)
factors in its investment process. They are committed to active ownership
through engagement, proxy voting and collaboration as part of managing
investment risk, while seeking to enhance the long-term financial
performance of investments for clients.

Liability Hedging Portfolio

Over the 12-month period ended December 31, 2022, the Liability Hedging
Portfolio recorded a negative return and underperformed its benchmark on
a net of fee basis.

YTD 3 YR 5YR Sl *
Total Portfolio Net of Fees -10.51% -1.39% 0.65% 1.58%
Benchmark -10.39% -1.87% 0.38% 1.60%
Under/ Outper‘formed Underperformed Qutperformed Outperformed Underperformed

*Sl- Since Inception
Source: Beutel Goodman

Total Portfolio $106,645,819

Asset Mix - December 31, 2022

BG Money
Market Fund
1%

BG Income Fund
89%

Source: Beutel Goodman

www.nsps-ltd.com 2022 Annual Report- Page 13
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INVESTMENT MANAGER PORTFOLIO
SUMMARY

Inflation was the dominant theme of 2022 as global central banks began
aggressively tightening monetary policy, to try and bring down prices. Bond
markets suffered one of their worst starts to a year in decades as supply-
chain issues and strong consumer demand drove inflation in the U.S. and
Canada to 40-year highs.

Central banks worldwide have largely been moving in concert on rate
hikes. In December, the U.S. Federal Reserve, the Bank of Canada, the Bank
of England, and the European Central Bank each hiked rates by 50 basis
points concluding a hawkish year for monetary policy.

Key Drivers of Performance for the Liability Hedging Portfolio:

o Duration exposure was positive as the portfolio was generally short
duration in a rising bond yield environment in the first three quarters of
the year. A tactical long position during the fourth quarter benefited
from yields falling in the middle of the quarter.

o Curve positioning was positive as the portfolio was short the two-year
area of the curve as the front end of the curve sold off.

o Corporate security selection was a detractor. Within corporate security
selection, Financials securities were the main source of weakness.

Portfolio Activity

The portfolio management team at Beutel employs macroeconomic

analysis, rigorous bottom-up credit research and proprietary risk-

management tools to search for opportunities where the market has

mispriced risk and reward. As a by-product of the team’s investment

process, market performance and general management activity, the

following changes occurred in the portfolio during the reporting period:

o Weighting in federal government bonds increased while the portfolio’s
weighting in provincial and municipal bonds decreased.

* Weighting in investment grade corporate bonds decreased.

o The portfolio’s level of cash and cash equivalents increased.

www.nsps-ltd.com

2022 Annual Report- Page 14
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INVESTMENT MANAGER PORTFOLIO
SUMMARY
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Balanced Fund Portfolio

Over the 12-month period ended December 31, 2022, the Balanced Portfolio
recorded a negative return but outperformed its blended benchmark on a net
of fee basis.

YTD 3YR 5YR Sl
Total Portfolio Net of Fees -4.35% 4.34% 4.68% 7.00%
Benchmark -8.68% 3.09% 4.21% 5.91%
Under/ Qutperformed Outperformed Outperformed  Outperfaormed Outperformed

*SI- Since Inception
Source: Beutel Goodman

Total Portfolio $42,307,540

Asset Mix - December 31, 2022

Cash & Cash
International Equivalents
Equity 15.58% 2.63%

Fixed Income
30.23%

US Equity
22 41%

Canadian Equity
29.14%

Source: Beutel Goodman

The year 2022 was marked by extreme volatility, with far-reaching events on both
the geopolitical and economic fronts unfolding simultaneously. Supply-chain issues
attributable to the war in Ukraine and COVID-19 lockdowns in China coincided
with strong consumer demand to help drive inflation to 40-year highs. This
prompted central banks around the world to aggressively hike interest rates.




INVESTMENT MANAGER PORTFOLIO
SUMMARY

The rate hikes set off a wave of indiscriminate selling in markets, particularly

during the third quarter. Equities then rallied during October and November as
inflation started to show signs of easing. This rally came to an abrupt halt in
December, however, with investors seeming to discount, as the prospect of a
recession in 2023, became the consensus view among many economists.

The Portfolio is divided into three portions: Canadian equities, U.S. equities and
international equities. The Canadian equity and U.S. equity components
outperformed their respective benchmarks while the international equity
component underperformed its benchmark. The fixed income portion of the Fund
also underperformed its benchmark.

From an asset allocation perspective, relative outperformance was driven primarily
by stock selection in U.S. equity and Canadian equity. Stock selection and an
overweight in international equity detracted from relative performance. The
selection effect in fixed income was also a detractor of relative performance.
Offsetting this was the underweight allocation to fixed income.

Market Risk 2023

Given the various macro headwinds, many economists are predicting an economic
contraction in the first half of 2023, which could spur central banks to cut rates
later in the year. There is currently considerable uncertainty regarding the impact
of this tightening cycle on the economy. As such, it is likely that the volatility that
characterized equity and fixed income markets in 2022 could continue into 2023.
This disruption will likely present both risks and opportunities for investors.

www.nsps-ltd.com 2022 Annual Report- Page 16
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LET'S GET IN TOUCH
You can reach us at (902)461-0421 or toll-free at 1(877)461-0421
or
www.nsps-ltd.com

Thank you

Nova Scotia Public Service
Long Term Disability Plan Trust Fund
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Independent auditor’s report

Grant Thornton LLP

Nova Centre, North Tower
Suite 1000,1675 Grafton Street
Halifax, NS

B3J OE9

T+1902 4211734
F +1902 420 1068

To the Trustees of
Nova Scotia Public Service Long Term Disability Plan Trust Fund

Opinion

We have audited the financial statements of Nova Scotia Public Service Long Term Disability Plan Trust
Fund, which comprise the statement of financial position as at December 31, 2022, and the statements of
changes in net assets available for benefits and changes in accrued liability for benefit for the year then
ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Nova Scotia Public Service Long Term Disability Plan Trust Fund as at December 31, 2022, and
the changes in its net assets available for benefits and the changes in accrued liability for benefit for the year
then ended in accordance with Canadian accounting standards for pension plans.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Statements section of our report. We are independent of Nova Scotia Public Service Long
Term Disability Plan Trust Fund in accordance with the ethical requirements that are relevant to our audit of
the financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian accounting standards for pension plans, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing Nova Scotia Public Service
Long Term Disability Plan Trust Fund’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the Trustees either
intend to liquidate Nova Scotia Public Service Long Term Disability Plan Trust Fund or to cease operations,
or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing Nova Scotia Public Service Long Term
Disability Plan Trust Fund’s financial reporting process.

Audit | Tax | Advisory
© Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 1



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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 Nova Scotia Public Service Long Term Disability Plan Trust Fund's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on Nova Scotia Public Service Long Term Disability Plan Trust
Fund's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the financial statements or,
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
Nova Scotia Public Service Long Term Disability Plan Trust Fund to cease to continue as a going
concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control

that we identify during our audit.
ant= R L1

Halifax, Canada Chartered Professional Accountants
May 18, 2023

Audit | Tax | Advisory
© Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd 2
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DocuSign Envelope ID: 2BE32220-99B7-41CE-B339-869AD4E58160

Nova Scotia Public Service
Long Term Disability Plan Trust Fund
Statement of financial position

December 31 2022 2021
Assets
Investment assets (Note 4) $ 148,953,360 $ 168,903,049
Cash held for operations 1,267,915 1,335,994
Contributions receivable
Premiums
Employer 343,054 65,977
Employee 343,054 65,977
El rebates 112,435 1,134,886
Other assets
Deposit held with Manulife 1,705,000 1,550,000
Other receivables 444,362 245,720
Capital assets (Note 5) 6,449 9,213
Total assets 153,175,629 173,310,816
Liabilities
Accounts payable 2,107,097 1,971,363
Net assets available for benefits 151,068,532 171,339,453
Accrued liability for benefits (Page 5) 114,374,000 119,233,000
Surplus $ 36,694,532 $ 52,106,453

Contingencies (Note 10)

Signed on behalf of the Board of Trustees
DocuSigned by:

rUU/"S Daly Chair

9F20C92248B0D4B8...
DocuSigned by:

Avara Madlsaar

8FOE3UDABFI6492.

Chief Executive Officer

See accompanying notes to the financial statements.



Nova Scotia Public Service

Long Term Disability Plan Trust Fund
Statement of changes in net assets available for benefits

Year ended December 31 2022 2021
Revenue
Contributions
Premiums
Employer $ 8,454,081 $ 7,888,136
Employee 8,454,081 7,888,136
El premium rebates 2,037,612 1,208,439
18,945,774 16,984,711
Investment income (Note 8) 4,371,469 3,867,120
Changes in the fair value of investment assets (18,732,525) (492,966)
(14,361,056) 3,374,154
4,584,718 20,358,865
Expenses
Benefits paid (Note 11) 22,306,832 20,755,854
Program administration (Note 12) 1,368,331 1,318,563
Administrative expenses (Note 13) 752,023 750,275
Investment expenses (Note 14) 428,453 468,596
24,855,639 23,293,288
Change in net assets available for benefits (20,270,921) (2,934,423)
Net assets available for benefits, beginning of year 171,339,453 174,273,876

Net assets available for benefits, end of year

$ 151,068,532

$ 171,339,453

See accompanying notes to the financial statements.



Nova Scotia Public Service

Long Term Disability Plan Trust Fund
Statement of changes in accrued liability for benefit

Year ended December 31

2022

2021

Accrued liability for benefit, beginning of year

Change in accrued liability for benefit
Changes in actuarial assumptions
Interest accrued on benefits
Experience losses
Benefits accrued
Benefits paid
Expense release

Accrued liability for benefit, end of year (Note 6)

$ 119,233,000

$ 116,159,000

(26,306,000) -
2,979,000 2,906,000
18,615,000 -
24,391,000 23,000,000
(22,307,000) (20,756,000)
(2,231,000) (2,076,000)
(4,859.000) 3,074,000

$ 114,374,000

$ 119,233,000

See accompanying notes to the financial statements.



Nova Scotia Public Service
Long Term Disability Plan Trust Fund

Notes to the financial statements
December 31, 2022

1. Description of plan

The following description of Nova Scotia Public Service Long Term Disability Plan (the “Plan”)
is @ summary only. For more complete information, reference should be made to the Plan text.

General
The Plan was established to provide a long term disability plan for the employees of the
Province of Nova Scotia and such other employee groups as approved by the Trustees.

The Plan was established by Order in Council dated September 26, 1985, as a Health and
Welfare Trust Fund. In accordance with the Federal Department of Finance ‘Backgrounder:
Summary of Draft Legislature Proposals’, as issued May 2, 2019, the Plan has elected to
continue as an Employee Life and Health Trust.

2, Statement of compliance with Canadian accounting standards for pension plans
and summary of significant accounting policies

These financial statements have been prepared in accordance with Canadian accounting
standards for pension plans.

Accounting standards for pension plans apply to all pension plans as well as benefit plans with
characteristics similar to pension plans (such as long term disability plans) and require entities
to select accounting policies for accounts that do not relate to its investment portfolio or accrued
benefit obligations in accordance with either Part | (International Financial Reporting Standards
(“IFRS”)) or Part Il (Canadian accounting standards for private enterprises (“ASPE”)) of the
CPA Handbook. The Plan selected to apply Part Il for such accounts on a consistent basis and
to the extent that these standards do not conflict with the requirements of the accounting
standards for pension plans.

(@) Financial instruments
Financial assets and financial liabilities are recognized when the Plan becomes a party to the
contractual provisions of the financial instrument.

Financial assets are derecognized when the contractual rights to the cash flows from the
financial assets expire, or when the financial asset and all substantial risks and rewards are
transferred. A financial liability is derecognized when it is extinguished, discharged, cancelled or
expires.

All financial assets and financial liabilities are initially measured at fair value. Fair value is an
estimate of the amount of consideration that would be agreed upon in an arm’s length
transaction between knowledgeable, willing parties who are under no compulsion to act.

Financial assets and financial liabilities are subsequently measured as described below.
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2. Statement of compliance with Canadian accounting standards for pension plans
and summary of significant accounting policies (continued)

(@) Financial instruments (continued)

Cash held for operations
Cash held for operations is defined as cash on held with banks and is measured at amortized
cost.

Investment assets

All investment assets are measured at fair value at the date of the statement of financial
position in accordance with IFRS 13 Fair Value Measurement in Part | of the CPA Handbook.
Fair values of the investment assets are determined as follows:

1. Short term notes and deposits are valued at closing bid prices.

2. Bonds and other fixed income securities are valued at closing bid prices. Where the
bid price is not available, fair value is calculated using discounted cash flows based
on current market yields of instruments with similar characteristics.

3. Pooled funds are valued at the unit value supplied by the pooled fund administrator
and which represent the Plan’s proportionate share of underlying net assets at fair
value determined using closing bid prices.

4. Equities are valued at quoted closing bid prices.

Transaction costs are not included in the fair value of investment assets either on initial
recognition or on subsequent re-measurement. Transaction costs are included in the statement
of changes in net assets available for benefits as part of expenses incurred in the period.

Investment income, excluding changes in the fair value of investment assets, and changes in
the fair value of investment assets are presented in the statement of changes in net assets
available for benefits.

Contributions and other receivables
Contributions and other receivables are measured at amortized cost using the effective interest
method. Discounting is omitted where the effect of discounting is immaterial.

Deposit held with Manulife
The deposit held with Manulife consists of cash, as required under terms of agreement with
Manulife Financial to provide a float for monthly benefit payments and is recorded at fair value.

Financial liabilities
Financial liabilities are measured subsequently at amortized cost using the effective interest
method.

(b) Investment income
Income from investments is recognized on an accrual basis and includes both dividend income
and interest income.
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2. Statement of compliance with Canadian accounting standards for pension plans
and summary of significant accounting policies (continued)

(c) Changes in the fair value of investment assets
This includes both realized gains or losses on sale of investments and unrealized gains or
losses on investments.

Realized gains or losses on sale of investments are the difference between the proceeds
received and the cost of investments sold.

Unrealized gains or losses on investments represent the difference between the carrying value
at the year end and the carrying value at the previous year end or purchase value during the
year, less the reversal of previously recognized unrealized gains or losses in respect of
disposals during the year.

(d) Contributions

Revenue from premiums and EI premium rebates are recognized as they become receivable.
Premiums and El premium rebates both relate to required contribution payments which are
evenly split by both employer and employee.

(e) Benefits paid
Benefit payments to Plan members are recorded in the period in which they are paid.

(f) Capital assets
Computer and office equipment and software are recorded at cost and amortized at the annual
rate of 30% using the declining balance method.

(g) Estimation uncertainty

When preparing the financial statements, management undertakes a number of judgments,
estimates and assumptions about recognition and measurement of assets, liabilities, revenue
and expenses. The actual results are likely to differ from the judgments, estimates and
assumptions made by management, and will seldom equal the estimated results. Information
about the significant judgments, estimates and assumptions that have the most significant
effect on the recognition and measurement of assets, liabilities, revenue and expenses are
discussed below.

Fair value of financial instruments

Management uses valuation techniques in measuring the fair value of financial instruments,
where active market quotes are not available. Details of the assumptions used are given in the
notes regarding financial assets and liabilities. In applying the valuation techniques,
management makes maximum use of market inputs, and uses estimates and assumptions that
are, as far as possible, consistent with observable data that market participants would use in
pricing the instrument.
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2. Statement of compliance with Canadian accounting standards for pension plans
and summary of significant accounting policies (continued)

(g) Estimation uncertainty (continued)

Fair value of financial instruments (continued)

Where applicable data is not observable, management uses its best estimate about the
assumptions that market participants would make. These estimates may vary from the actual
prices that would be achieved in an arm’s length transaction at the reporting date.

Accrued liability obligation

Management estimates the accrued liability obligation annually with the assistance of an
independent actuary; however, the actual outcome may vary due to estimation uncertainties.
The estimate of its accrued liability obligation of $114,364,000 (2021 - $119,233,000) is based
on industry standard disability recovery tables.

3. Related party transactions

During the year, the Trustees attended meetings and educational conferences as part of their
on-going governance responsibilities for the Plan. The expenses associated with these
activities have been paid for by the Plan and are disclosed separately in Note 13. At year end,
there were no significant amounts payable to the Trustees.

4. Investment assets 2022 2021
Pooled funds
Beutel Goodman Money Market Fund $ 12,072,919 $ 11,860,818
Beutel Goodman Income Fund 94,572,900 107,100,529
Beutel Goodman Balanced Fund 42,307,541 49,941,702

$ 148,953,360 $ 168,903,049

5. Capital assets 2022 2021
Accumulated Net Net
Cost Depreciation Book Value Book Value

Computer and office
equipment $ 154,869 $ 148,418 $ 6,449 $ 9,213
Software 9,109 9,109 - -

$ 163,978 $ 157527 § 6,449 $ 9,213
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6. Accrued liability for benefits

The present value of accrued liability for benefits was determined using the accrued benefits
actuarial cost method. Under this method, the actuarial liability is determined as the present
value of benefits accrued up to the valuation date.

The most recent issued actuarial valuation was made as of December 31, 2022, by HUB
International, a firm of consulting actuaries. The Plan has adopted a biennial schedule for
valuation; accordingly the next formal actuarial valuation of the Plan is scheduled for December
31, 2024. Extracts from the 2022 actuarial valuation follow.

Actuarial Surplus
The actuarial surplus is the excess of the market value of assets over the actuarial liabilities as
at the valuation date.

2022 2021
Market value of assets $ 151,068,532 $ 171,339,453
Actuarial liabilities 114,374,000 119,233,000
Actuarial surplus $ 36,694,532 $ 52,106,453

The assumptions used in determining the actuarial value of accrued benefits were developed
by reference to expected medium term market conditions. Significant actuarial assumptions
used in the 2022 valuation are:

Claim Termination The Canadian Institute of Actuaries 2015-2019 Group Long
Term Disability Study tables, modified for historical Plan
experience

Discount rate 4.25%

Inflation 2.5%

Retirement age Pre 2002: Age 63

May 2002 to December 2008: Age 60
Post December 2008: Age 63 (those over 63 at time of
disability get 2 years of benefits)

Future admin expense 8.0% of expected benefit payments

Acceptance rate pending CPPD  As follows:
0 — 12 months 0%
12 — 24 months 20%
24 — 36 months 50%
36 — 48 months 75%
48 months+ 90%

10
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7. Financial risk factors

Financial instruments risk exposure and measurement

The Plan is exposed to various risks in relation to its investment portfolio, consisting of
investment assets and investment liabilities. The main types of risks are market risk, credit
risk and liquidity risk.

The Plan’s risk management is coordinated by management with the investment manager, at
the direction of the Board of Trustees, and focuses on actively securing the Plan’s short to
medium term cash flows by ensuring appropriate liquidity. Long term financial investments
are managed to generate lasting returns.

The Plan does not actively engage in the trading of financial assets for speculative purposes
nor does it write options. The most significant financial risks to which the Plan is exposed are
described below.

(@) Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. For purposes of this disclosure, the Plan
segregates market risk into three categories: interest rate risk, currency risk and other price
risk.

i. Interest rate risk

Interest rate risk refers to the effect on the market value of the Plan’s assets and
liabilities due to fluctuations in interest rates. The value of the Plan’s assets is affected
by short term changes in nominal and real interest rates. As of December 31, 2022,

the Plan had the following exposure to interest rate risk:
Impact of a 1%
absolute change
in interest rates

Fair value on net assets
2022
Pooled funds
Beutel Goodman Money Market Fund $ 12,072,919 120,729
Beutel Goodman Income Fund 94,572,900 945,729
$ 106,645,819 $ 1,066,458
2021
Pooled funds
Beutel Goodman Money Market Fund $ 11,860,818 $ 118,608
Beutel Goodman Income Fund 107,100,529 1,071,005

$ 118,961,347 $ 1,189,613

In practice, the actual results may differ from this sensitivity analysis and the
difference could be material.

11



Nova Scotia Public Service

Long

Term Disability Plan Trust Fund

Notes to the financial statements
December 31, 2022

7. Financial risk factors (continued)

(a) Market risk (continued)

ii.

fii.

Currency risk

Foreign currency exposure arises from the holding of investments denominated in
foreign currencies. Fluctuations in the relative value of foreign currencies against the
Canadian dollar can result in a positive or negative effect on the fair value of
investments. Consistent with the prior year the entity does not hold any foreign
denominated securities.

Other price risk

Other price risk is the risk that the value of financial instruments will fluctuate as a
result of changes in market prices, other than those arising from interest rate risk or
currency risk. Securities held for trading are valued at market and, as such, changes
in market value affect net assets available for benefit as they occur. The Plan
periodically assesses the quality of its investments and is satisfied with the current
investments in place.

The carrying amounts for receivables and accounts payable on the balance sheet
approximate fair value due to their short term maturity. The Plan is primarily exposed
to other price risk as a result of investments held. The fair value of these investments
is based on quoted market prices of the underlying investments within each of the
investment accounts.

The following table demonstrates the sensitivity to a 5% absolute change in the fair
value of the Plan’s investments which are exposed to price risk:

Impact of a 5%
absolute change

in fair value
Fair value on net assets
2022
Pooled funds
Beutel Goodman Money Market Fund $ 12,072,919 $ 603,646
Beutel Goodman Income Fund 94,572,900 4,728,645
Beutel Goodman Balanced Fund 42,307,541 2,115,377
$ 148,953,360 $ 7,447,668
2021
Pooled funds
Beutel Goodman Money Market Fund $ 11,860,818 $ 593,041
Beutel Goodman Income Fund 107,100,529 5,335,026
Beutel Goodman Balanced Fund 49,941,702 2,497,085

$ 168,903,049 $ 8,445,152

12



Nova Scotia Public Service
Long Term Disability Plan Trust Fund

Notes to the financial statements
December 31, 2022

7. Financial risk factors (continued)
(a) Market risk (continued)

iii. Other price risk (continued)
Since all other variables are held constant in assessing price risk sensitivity, it is
possible to extrapolate a 5% absolute change in the fair value to any absolute
percentage change in fair value.

In practice, the actual trading results may differ from this sensitivity analysis and the
difference could be material.

(b) Credit risk
The Plan is exposed to the risk that a counterparty defaults or becomes insolvent. Financial
instruments that potentially subject the Plan to concentrations of credit risk are as follows:

2022 2021
Cash held for operations $ 1,267,915 $ 1,335,994
Contributions receivables 798,543 1,266,840
Deposit held with Manulife 1,705,000 1,550,000
Other receivables 444,362 245,720

$ 4,215,820 $ 4,398,554

The Plan manages its credit risks on contributions receivable by reviewing each outstanding
account and determining the collectability based on its knowledge of the participating
employers’ situations. All contributions receivable are considered to be current.

Management believes that the Plan is not exposed to significant credit risks on its other
receivables.

(c) Liquidity risk

Liquidity risk is the risk that the Plan will not be able to meet its obligations as they fall due.
Management believes that cash flows generated from its investment assets and monthly
contributions will be sufficient to cover its normal operating expenditures. The Plan monitors
cash flows to ensure there is sufficient cash on hand to meet its obligations.

Fair value disclosure

The financial instruments recognized at fair value on the statement of financial position must be
classified as one of three fair value hierarchy levels. These levels reflect the significance of the
input used in making the fair value measurements. The three levels of the fair value hierarchy
are as follows

13
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7. Financial risk factors (continued)

Fair value disclosure (continued)
Level 1
Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Investment Manager has the ability to access at the measurement date.

Level 2
Inputs other than quoted prices that are observable for the asset or liability either directly
or indirectly, including inputs in markets that are not considered to be active.

Level 3
Inputs that are unobservable. There is little, if any, market activity. Inputs into the
determination of fair value require significant management judgment or estimation.

The following fair value hierarchy table presents information about the Plan’s assets measured
at fair value on a recurring basis:

Financial assets at fair value as at December 31, 2022

Level 1 Level 2 Level 3 Total
Pooled funds
Beutel Goodman
Money Market Fund $ - $ 12,072,919 $ - $ 12,072,919
Income Fund - 94,572,900 - 94,572,900
Balanced Fund - 42,307,541 - 42,307,541
$ - $148,953,360 $ - $ 148,953,360

Financial assets at fair value as at December 31, 2021

Level 1 Level 2 Level 3 Total
Pooled funds
Beutel Goodman
Money Market Fund $ - $ 11,860,818 $ - $ 11,860,818
Income Fund - 107,100,529 - 107,100,529
Balanced Fund - 49,941,702 - 49,941,702
$ - $168,903,049 $ - $ 168,903,049

At year end, the Plan's financial assets and liabilities did not include any amounts classified in
Level 3 using valuation techniques based on significant inputs that are not based on
observable market data. There were no transfers between the level classifications in the
current or prior year.

14
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8. Investment income 2022 2021

Income from investment assets
Cash held for operations $ 31,003 $ 8,171
Pooled funds 4,340,466 3,858,949

$ 4,371,469 $ 3,867,120

9. Capital risk management

The Plan employs a capital management plan, a Statement of Investment Policies and
Procedures (“SIPP”) that is reviewed annually by the Board of Trustees. The SIPP dictates the
Plan’s approach to growth, credit quality and profitability objectives.

The overall objectives in investing the assets of the Plan are to ensure sufficient liquidity to
support its financial obligations, to continue to provide benefits in the best interest of its
members, to remain financially self-sufficient and to preserve and enhance the value of capital
through adequate diversification in high quality investments and achieve the highest investment
return that can be obtained with the assumption of an acceptable degree of risk. The Plan
monitors its capital structure and makes adjustments to it with reference to changes in
economic conditions and risk characteristics associated with its underlying assets.

There has been no change in the overall strategy employed during the year ended December
31, 2022.

10. Contingencies

As at December 31, 2022, the Plan was involved in certain litigation and claims. The outcome
of such litigation and claims is inherently difficult to predict; however, in the opinion of
management, any liability which may arise from such contingencies would not have a
significant adverse effect on the financial statements.

11. Benéefits paid 2022 2021
CPP recoveries $ (744,984) $ (772,405)
Disability benefits paid 23,890,968 22,016,003
Subrogation recoveries (193,538) (203,997)
WCB recoveries (645,614) (283,747)

$ 22,306,832 $ 20,755,854

15
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12. Program administration 2022 2021
Plan administration services $ 1,129,094 $ 1,020,005
Rehabilitation program 213,342 228,001
Medical appeal hearings 25,895 70,557

$ 1,368,331 $ 1,318,563
13. Administrative expenses 2022 2021
Actuarial valuation $ 25,875 $ 15,178
Amortization 2,764 4,044
Audit and accounting 33,393 34,277
Legal 101,772 96,921
Projects 3,597 17,350
Public relations and professional development 7,585 75
Rent 59,389 59,181
Salaries 453,802 438,366
Office 28,204 44,363
Trustees’ expenses 35,642 40,520

$ 752,023 $ 750,275
14. Investment expenses 2022 2021
Investment manager $ 361,988 $ 395,240
Investment custodian 62,152 67,606
Performance measurement 4,313 5,750

$ 428,453 $ 468,596
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