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INDEPENDENT AUDITORS’ REPORT 
 

To the Board of Trustees of Healthcare Employees’ Benefits Plan - Manitoba - The Group Life 
Insurance Plan 

 

We have audited the accompanying financial statements of Healthcare Employees’ Benefits Plan - 
Manitoba - The Group Life Insurance Plan, which comprise the statement of financial position as at 
December 31, 2017, the statements of changes in net assets available for benefits and changes in 
benefit obligations for the year then ended, and notes, comprising a summary of significant accounting 
policies and other explanatory information. 

Management’s Responsibility 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. 

Auditors’ 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 of 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 our 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, we consider 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 overall 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. 



    

 

 

 

 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Healthcare Employees’ Benefits Plan - Manitoba - The Group Life Insurance Plan as at 
December 31, 2017, and the changes in its net assets available for benefits and the changes in its 
benefit obligations for the year then ended in accordance with Canadian accounting standards for 
pension plans. 

 

 
Chartered Professional Accountants 

 

June 15, 2018 

Winnipeg, Canada 

 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Statement of Financial Position 
 
December 31, 2017, with comparative information for 2016 
 
  2017 2016 
  Active Plan Paid-up Plan Total Total 
 
Assets 
 
Cash $ 1,905,286 $ 113,743 $ 2,019,029 $ 1,835,686 
 
Premiums receivable  865,793 –    865,793 821,839 

 
Investments, at fair value (note 3) 78,619,195 13,816,943 92,436,138 85,872,666 
 
Prepaid expenses 8,729 –    8,729 8,774 
 
Due to (from) plans 31,194 (31,194) –    –    
 
Due from The Great-West Life  

Assurance Company (note 4) 1,744,260 –    1,744,260 3,472,605 
Total assets  $ 83,174,457 $ 13,899,492 $ 97,073,949 $ 92,011,570 
 
Liabilities  
 
Claims payable and accrued  

liabilities $ 2,514,700 $ 273,990 $ 2,788,690 $ 2,530,839 
 

Government remittances payable 440,811 –    440,811 445,167 
 
Due to Healthcare Employees’  

Pension Plan - Manitoba (note 13) 123,567 –    123,567 91,831 
Total liabilities 3,079,078 273,990 3,353,068 3,067,837 
 
Net assets available for benefits  80,095,379 13,625,502 93,720,881 88,943,733 
 
Actuarial value of benefit 

obligations (note 6): 
Future paid-up insurance –    11,277,000 11,277,000 10,794,000 
Disability life waiver  28,395,000 –     28,395,000 27,896,000 
 28,395,000 11,277,000 39,672,000 38,690,000 

Commitment (note 14) 
 
Excess of net assets available for 

benefits over benefit obligations 
(note 7) $ 51,700,379 $ 2,348,502 $ 54,048,881 $ 50,253,733 

 

See accompanying notes to financial statements. 
 
Approved by the Trustees: 
 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Statement of Changes in Net Assets Available for Benefits 
 
Year ended December 31, 2017, with comparative information for 2016 
 
  2017 2016 
  Active Plan Paid-up Plan Total Total 
  
Increases: 

Premiums $ 16,864,786 $ –    $ 16,864,786 $ 16,744,698 
Investment income (note 8) 1,938,630 566,079 2,504,709 2,996,858 
Other interest income 711 672 1,383 22,189 
Current period change in 
 fair value of investments 3,225,073 433,690 3,658,763 2,095,544 
 22,029,200 1,000,441 23,029,641 21,859,289 
 

Decreases: 
Claims incurred 15,063,145 403,790 15,466,935 13,047,611 
Administrative expenses (note 9) 2,331,144 165,923 2,497,067 2,434,058 
Stop loss premiums [note 11(d)] 288,491 –    288,491 285,520 
 17,682,780 569,713 18,252,493 15,767,189 
 

Increase in net assets available 
for benefits 4,346,420 430,728 4,777,148 6,092,100 

 
Net assets available for benefits,  
beginning of year 75,748,959 13,194,774 88,943,733 82,851,633 

 
Net assets available for benefits, 
end of year $ 80,095,379 $ 13,625,502 $ 93,720,881 $ 88,943,733 

 

See accompanying notes to financial statements. 

 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Statement of Changes in Benefit Obligations 
 
Year ended December 31, 2017, with comparative information for 2016 
 
  2017 2016 
  Active Plan Paid-up Plan Total Total 
 
Actuarial value of benefit 

obligations, beginning of year $ 27,896,000 $ 10,794,000 $ 38,690,000 $ 35,879,000 
Claims paid –    (404,000) (404,000) (401,000) 
Interest accrued on benefits –    503,000 503,000 500,000 
Effect of experience gains and losses –    (4,000) (4,000) 29,000 
Effect of change in valuation basis 499,000 388,000 887,000 2,683,000 
 
Actuarial value of benefit  

obligations, end of year $ 28,395,000 $ 11,277,000 $ 39,672,000 $ 38,690,000 
 

See accompanying notes to financial statements. 
 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements 
 
Year ended December 31, 2017 
 
 

1. General and description of the Plan: 

Healthcare Employees’ Benefits Plan - Manitoba (HEBP) is jointly trusteed which includes the 
group life insurance plan (the Plan) for healthcare employees in Manitoba. 

The Plan is a trust under the Income Tax Act. By virtue of Canada Revenue Agency (CRA) 
administrative rules, the Plan is viewed as a health and welfare trust and calculates its income 
for tax purposes under CRA administrative guidelines. 

The group life insurance plan provides basic, dependent and family life insurance and 
accidental death and dismemberment benefits to participating employees. The group life 
insurance plan is comprised of two plans: the Active Plan and the Paid-up Plan (the Plans). The 
Active Plan began January 1, 1983 and serves those employees who joined subsequent to that 
date. The Paid-up Plan is for a closed group of employees who were part of the plan prior to 
January 1, 1983. Claims administration for these plans is provided by The Great-West Life 
Assurance Company (Great-West Life). 

2. Significant accounting policies: 

(a) Basis of preparation: 

The Plan follows Canadian accounting standards for pension plans for accounting policies 
related to its investment portfolio and benefit obligations. In selecting or changing 
accounting policies that do not relate to its investment portfolio or benefit obligations, the 
Plan complies on a consistent basis with Canadian accounting standards for private 
enterprises. 

These financial statements are prepared on a going concern basis and present the 
aggregate financial position of the Plan as a separate financial reporting entity, independent 
of the participating employers and members. Only the assets and obligations to members 
eligible to participate in the Plan have been included in these financial statements. These 
financial statements do not portray the funding requirements of the Plan or the benefit 
security of the individual plan members. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

2. Significant accounting policies (continued): 

(b) Financial instruments: 

Financial instruments are recorded at fair value on initial recognition. Freestanding 
derivative instruments that are not in a qualifying hedging relationship, cash and 
investments are subsequently measured at fair value. All other financial instruments are 
subsequently measured at cost or amortized cost, unless management has elected to carry 
the instruments at fair value. The Plan has elected not to carry any such financial 
instruments at fair value. 

Transaction costs incurred on the acquisition of financial instruments measured 
subsequently at fair value are expensed as incurred. All other financial instruments are 
adjusted by transaction costs incurred on acquisition and financing costs. These costs are 
amortized using the straight-line method. 

(c) Fair value measurement: 

Fair value is the amount for which an asset could be exchanged, or a liability settled, 
between knowledgeable, willing parties in an arm's length transaction on the measurement 
date. The Plan uses closing market price for fair value measurement. 

When available, the Plan measures the fair value of an instrument using quoted prices in an 
active market for that instrument. A market is regarded as active if quoted prices are readily 
and regularly available and represent actual and regularly occurring market transactions on 
an arm's length basis. 

If a market for a financial instrument is not active, then the Plan establishes fair value using 
a valuation technique. Valuation techniques include using recent arm's length transactions 
between knowledgeable, willing parties (if available), reference to the current fair value of 
other instruments that are substantially the same, discounted cash flow analyses and option 
pricing models. 

All changes in fair value, other than interest and dividend income, are recognized in the 
statement of changes in net assets available for benefits as part of the current period 
change in fair value of investments. 

The equity, bond and real estate pooled funds are recorded at fair values established by the 
respective fund trustee. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

2. Significant accounting policies (continued): 

(d) Foreign currency transactions and balances: 

Transactions in foreign currencies are translated into Canadian dollars at the exchange rate 
at the dates of the transactions. Monetary assets and liabilities denominated in foreign 
currencies at the reporting date are retranslated into Canadian dollars at the exchange rate 
at that date. 

Foreign currency differences arising on retranslation are recognized in the statement of 
changes in net assets available for benefits within current period change in fair value of 
investments. 

(e) Investment transactions and income recognition: 

(i) Investment transactions: 

Investment transactions are accounted for on a trade date basis. 

(ii) Income recognition: 

Investment income includes interest and dividend income. Investment income has been 
accrued as reported by the issuer of the pooled funds. 

(f) Premiums: 

Premiums recorded in the statement of changes in net assets available for benefits include 
the employees’ and employers’ share of the premiums required for the group life insurance 
coverage. Premiums are recorded on an accrual basis. 

(g) Claims: 

Claims are recorded in the period in which they are paid or payable. Any claims not paid at 
fiscal year-end are reflected in claims payable and accrued liabilities. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

2. Significant accounting policies (continued): 

(h) Use of estimates: 

The preparation of financial statements requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities, the disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of increases and decreases in net assets during the year. Significant items subject 
to such estimates and assumptions include the determination of the actuarial value of 
benefit obligations.  Actual results could differ from those estimates. 

3. Investments: 
 

 Active Paid-up 2017 2016 
  Plan Plan Total Total 
 
Equity pooled funds $ 35,840,783 $ 7,087,666 $ 42,928,449 $ 39,121,427 
Bond pooled funds 30,930,599 4,471,347 35,401,946 33,477,422 
Real estate pooled funds 11,847,813 2,257,930 14,105,743 13,273,817 
 
 $ 78,619,195 $ 13,816,943 $ 92,436,138 $ 85,872,666 
 

The investments of the Plan are in equity, bond and real estate pooled funds which yielded 
rates of return as follows:  Active Plan - return of 7.09 percent (2016 - 6.3 percent) and Paid-up 
Plan - return of 7.61 percent (2016 - 7.9 percent). 

4. Due from The Great-West Life Assurance Company: 

The amount due from The Great-West Life Assurance Company represents funds held by The 
Great-West Life Assurance Company as a reserve for claim fluctuations and accumulated 
annual claims experience. 

Interest was earned on the amount due from The Great-West Life Assurance Company in the 
amount of 0.25 percent (2016 - 0.25 percent). 

 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

5. Role of the actuaries: 

The actuaries have been appointed pursuant to the Trust Agreement. With respect to the 
preparation of financial statements, the actuaries have been engaged to carry out estimations of 
the Plan’s future paid-up insurance and disability life waiver to the members. The estimations 
are made in accordance with accepted actuarial practice and reported thereon to the Board of 
Trustees. In performing the estimation of the liabilities, which are by their nature inherently 
variable, assumptions are made as to the investment rate of return, mortality, retirement and 
termination rates and salary increments in the future. 

6. Benefit obligations: 

(a) Future paid-up insurance: 

The computation of the obligation for future paid-up insurance is performed at least every 
three years by Eckler Ltd., an independent actuary. The most recent actuarial valuation 
indicated that at December 31, 2017 the assets of the Paid-up Plan exceeded the 
actuarially computed liability for future obligations by approximately $2,349,000 (2016 - 
$2,401,000). The next actuarial valuation will be prepared as at December 31, 2018. 

The assumptions used in determining the actuarial present value of the obligation for future 
paid-up insurance are management’s best estimate and were developed by reference to 
expected long-term market conditions. Two significant long-term actuarial assumptions 
used in the valuation were: 

(i) the salary escalation rate was assumed to be nil for 2017 (2016 - nil) annually. Effective 
January 1, 2015, earnings used to determine the amount of the paid-up life benefit were 
frozen; 

(ii) the asset rate of return and discount rate were assumed to be 4.50 percent (2016 - 4.75 
percent). 

In addition, the actuarial valuation reflects assumptions with regard to mortality, retirement 
and termination rates. 

Since there is no intention of extinguishing the future paid-up insurance obligation in the 
near term, the obligation is calculated by using the going concern actuarial basis. As 
underlying conditions change over time, management’s best estimate assumptions may 
also change, which could cause a material change in the actuarial value of the obligation for 
future paid-up insurance. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

6. Benefit obligations (continued): 

(b) Disability life waiver: 

The obligation for disability life waiver represents the present value of future life insurance 
claims for members on disability and the present value of future life insurance payments for 
unreported claims of disabled members and has been estimated, using the experience 
tables of the November 2001 Group Life Waiver Study prepared by the Canadian Institute 
of Actuaries and a discount rate of 2.22 percent (2016 - 1.89 percent), in the amount of 
$28,395,000 (2016 - $27,896,000). The calculation of the obligation for disability life waiver 
has been completed by Morneau Shepell, an independent actuary, as at 
December 31, 2017. The next actuarial calculation will be prepared as at 
December 31, 2018. 

7. Excess of net assets available for benefits over benefit obligations: 

The Board of Trustees has approved the establishment of contribution stabilization reserves 
and investment reserves. The contribution stabilization reserves have been established at 
amounts equal to 50 percent of the current year’s premiums. The investment reserves have 
been established at amounts equal to 10 percent of the market value of the investments, for 
each of the Active Plan and Paid-up Plan. At December 31, 2017, the Board of Trustees has 
restricted $15,600,000 (2016 - $14,600,000) and $1,400,000 (2016 - $1,300,000) in the Active 
Plan and Paid-up Plan, respectively, of the excess of net assets available for benefits over 
benefit obligations for these reserves. 

8. Investment income: 
 

 Active Paid-up 2017 2016 
  Plan Plan Total Total 
 
Equity pooled funds $ 670,966 $ 368,539 $ 1,039,505 $ 1,588,015 
Bond pooled funds 959,587 138,827 1,098,414 1,067,757 
Real estate pooled funds 308,077 58,713 366,790 341,086 
 
 $ 1,938,630 $ 566,079 $ 2,504,709 $ 2,996,858 
 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

9. Administrative expenses: 
 

 Active Paid-up 2017 2016 
  Plan Plan Total Total 
 
Investment manager fees $ 318,659 $ 57,941 $ 376,600 $ 331,293 
Administrative: 

Great West Life 632,560 13,247 645,807 591,493 
HEBP (note 13)  1,379,925 94,735 1,474,660 1,511,272 

 
 $ 2,331,144 $ 165,923 $ 2,497,067 $ 2,434,058 
 

The details of HEBP administrative expenses are as follows: 

 
  2017 2016 
 
Salaries and benefits $ 1,108,080 $ 1,158,150 
Other administrative expenses 311,987 296,315 
Actuarial fees 25,864 25,286 
Trustee and custodial fees 13,625 9,269 
Audit fees 7,988 7,678 
Legal fees 7,116 14,574 

 
  $ 1,474,660 $ 1,511,272 
 

10. Capital management: 

The main objective of the Plan is to sustain a certain level of net assets, including internally 
restricted funds, in order to meet the obligations of the Plan. The Plan fulfills its primary 
objective by adhering to specific investment policies outlined in its Statement of Investment 
Policies and Procedures (the SIPP), which is reviewed annually by the Plan. The Plan manages 
net assets by engaging knowledgeable investment managers who are charged with the 
responsibility of investing existing funds and new funds (current year’s employee and employer 
contributions) in accordance with the approved SIPP. Increases in net assets are a direct result 
of investment income generated by investments held by the Plan and contributions into the Plan 
by eligible employees and by the employers. The main use of net assets is for benefit payments 
to eligible Plan members. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

11. Risk management: 

(a) Market risk: 

(i) Interest rate risk: 

Interest rate risk arises from the possibility that changes in interest rates will affect 
future cash flows or fair values of financial instruments. The Plan’s fixed income 
investments are exposed to the risk that the value of interest-bearing investments will 
fluctuate due to changes in the level of market interest rates. The Plan’s exposure to 
interest rate risk is concentrated in its investment in the bond pooled funds. To properly 
manage the Plan’s interest rate risk, appropriate guidelines on the weighting and 
duration for fixed income investments are set and monitored. 

The remaining terms to contractual maturity of fixed income investments at 
December 31 are as follows: 
 
 2017 2016 
 
One to five years $ 15,136,124 $ 15,771,012 
After five years 20,265,822 17,706,410 
 
Total market value $ 35,401,946 $ 33,477,422 
 

As at December 31, 2017, if the prevailing interest rates were raised or lowered by 100 
basis points, with all other factors held constant, net assets would likely have decreased 
or increased, respectively, by approximately $3,448,000 (2016 - $3,090,000). The 
Plan’s interest rate sensitivity was determined based on portfolio weighted duration. 

(ii) Foreign currency risk: 

Foreign currency exposure arises from the Plan’s investment in equity and bond pooled 
funds, which hold investments denominated in U.S. currency. Fluctuations in the 
relative value of the Canadian dollar against this currency can result in a positive or 
negative effect on the fair value of investments. The Plan’s foreign currency risk is 
monitored by the investment manager on a quarterly basis. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

11. Risk management (continued): 

The Plan’s exposure in investments to foreign currencies to Canadian dollars is shown 
below: 

 
 Actual currency  
As at December 31, 2017 exposure % 
 
Canadian  $ 62,657,569 67.8 
US dollar   16,627,020 18.0 
Other currencies   13,151,549 14.2 
 
 $ 92,436,138 100.0 
 

 
 Actual currency  
As at December 31, 2016 exposure % 
 
Canadian  $ 59,245,369 69.0 
US dollar   16,404,480 19.1 
Other currencies   10,222,817 11.9 
 
 $ 85,872,666 100.0 
 

A 10 percent increase or decrease in exchange rates, with all other variables held 
constant, would result in a charge in unrealized gains (losses) of $2,978,000 (2016 - 
$2,663,000). 

(iii) Other price risk: 

The Plan’s investments in equity pooled funds are sensitive to market fluctuations. To 
properly manage the Plan’s other price risk, appropriate guidelines on asset 
diversification to address specific security, geographic, sector and investment manager 
risks are set by the Board of Trustees and monitored by the investment managers on a 
quarterly basis. As at December 31, 2017, a decline of 10 percent in equity values, with 
all other variables held constant, would have impacted the Plan’s equity investments by 
an approximate unrealized loss of $4,293,000 (2016 - $3,912,000). 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

11. Risk management (continued): 

(b) Credit risk: 

The Plan is exposed to credit risk, which is the risk that a counterparty will be unable to pay 
amounts in full when due or requested. The Plan’s greatest concentration of credit risk is in 
its fixed income securities. The fair value of the fixed income securities includes 
consideration of the creditworthiness of the debt issuer. All transactions in listed securities 
are settled or paid for upon delivery using approved brokers. The risk of default is 
considered minimal, as payment is made on a purchase once the securities have been 
received from the broker. For sales transactions, the securities are released once the 
broker has made payment. 

The breakdown of the Plan’s bond pooled funds by credit ratings from various rating 
agencies is presented below: 

 
  2017 2016 
Credit rating Fair value Fair value 
 
AAA $ 10,254,100 29.0%  $  9,342,452 27.9% 
AA  12,523,452 35.4% 9,954,285 29.7% 
A  6,602,260 18.6% 8,568,829 25.6% 
BBB 5,827,737 16.5% 5,342,181 16.0% 
BB  143,685 0.4% 216,574 0.6% 
B  50,712 0.1% 53,101 0.2% 
  
 $ 35,401,946 100.0% $ 33,477,422 100.0% 
  

Credit risk associated with premiums receivable is minimized due to their nature. Premiums 
are collected from participating members through the payroll process. No provision for 
doubtful premiums receivable has been recorded in either 2017 or 2016. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

11. Risk management (continued): 

(c) Liquidity risk: 

Liquidity risk is the possibility that investments of the Plan cannot be readily converted into 
cash when required. The Plan may be subject to liquidity constraints because of insufficient 
volume in the markets for the securities of the Plan or other securities may be subject to 
legal or contractual restrictions on their resale. Liquidity risk is managed by investing the 
majority of the Plan’s assets in investments that are traded in an active market and can be 
readily disposed. The Plan’s claims payable and accrued liabilities and due to Healthcare 
Employees’ Pension Plan - Manitoba balances have contracted maturities of less than one 
year. 

(d) Claims and premiums risk: 

The nature of the unpaid claims is such that the establishment of an obligation is based on 
known facts and interpretation of circumstances, on a case by case basis, and is therefore 
a complex and dynamic process influenced by a variety of factors. 

Consequently, the establishment of obligations and premium rates relies on the judgment 
and opinions of a number of professionals, on historical precedent and trends, on prevailing 
legal, economic, social and regulatory trends and on expectations as to future 
developments. The process of determining premium rates and reserves necessarily 
involves risks that the actual results will deviate, perhaps substantially, from the best 
estimates made. 

To offset the Plan incurring abnormally high claims experience in any one fiscal period, the 
Plan has purchased stop loss coverage from The Great-West Life Assurance Company. 
The stop loss coverage becomes effective when basic life insurance claims paid are in 
excess of 115 percent of premiums collected in any fiscal year. 

12. Fair value of financial instruments: 

The fair value of the financial assets and liabilities of the Plan approximates their carrying value 
due to their short-term nature (except for cash and investments which are stated at fair value, 
note 3). 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

12. Fair value of financial instruments (continued): 

The Plan’s assets which are recorded at fair value are required to be classified into one of three 
levels, depending on the inputs used for valuation. The hierarchy of inputs is summarized 
below: 

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities. 

Level 2 Inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from 
prices). 

Level 3 Inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). 

Changes in valuation methods may result in transfers into or out of an investment’s assigned 
level. 

The following is a summary of the classification used as of December 31 in valuing the Plan’s 
investments carried at fair value: 

 
December 31, 2017 Level 1 Level 2 Level 3 Total 
 
Cash $ 2,019,029 $ –    $ –    $ 2,019,029 
Equity pooled funds 41,062,230 1,866,219 –    42,928,449 
Bond pooled funds 590,093 34,811,853 –    35,401,946 
Real estate pooled funds  –    –    14,105,743 14,105,743 
 
 $ 43,671,352 $ 36,678,072 $ 14,105,743 $ 94,455,167 
 

 
December 31, 2016 Level 1 Level 2 Level 3 Total 
 
Cash $ 1,835,686 $ –    $ –    $ 1,835,686 
Equity pooled funds 37,111,016 2,010,411 –    39,121,427 
Bond pooled funds 515,358 32,962,064 –    33,477,422 
Real estate pooled funds –    –    13,273,817 13,273,817 
 
 $ 39,462,060 $ 34,972,475 $ 13,273,817 $ 87,708,352 
 

There were no transfers between Level 1 and Level 2 in the years ended December 31, 2017 
and 2016. 



HEALTHCARE EMPLOYEES’ BENEFITS PLAN - MANITOBA 
- THE GROUP LIFE INSURANCE PLAN 
Notes to Financial Statements (continued) 
 
Year ended December 31, 2017 
 
 

12. Fair value of financial instruments (continued): 

The reconciliation of investments measured at fair value using unobservable inputs (Level 3) is 
presented as follows: 

 
    Total 
 
Balance, December 31, 2015   $ 10,444,080 
Purchases    2,200,000 
Investment income    –    
Current period change in fair 

value of investments    629,737 
     13,273,817 
 
Balance, December 31, 2016     13,273,817 
Purchases    –    
Investment income    366,790 
Current period change in fair 

value of investments    465,136 
    
Balance, December 31, 2017      $ 14,105,743 
 

The Plan did not use or consider alternative assumptions for valuation of Level 3 securities as 
those are valued independently by investment managers or third party providers. 

13. Related party transactions: 

HEBP and the Healthcare Employees’ Pension Plan - Manitoba (HEPP) have a certain number 
of common trustees and a cost sharing agreement to allocate certain costs based on factors 
such as square footage, number of employees and time usage. The balance due to HEPP is 
non-interest bearing, and has no fixed terms of repayment. 

14. Commitment: 

The Plan’s allocation of annual lease payments under various operating leases with varying 
expiry dates up to December 31, 2020 is as follows: 

 
 
2018   $ 80,000 
2019  79,000 
2020  79,000 
 
    $ 238,000 
 


