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Item No. 3
Halifax Regional Council

November 13, 2012

TO: Mayor Savage and Members of Halifax Regional Council

Original signed

SUBMITTED BY: 4

___________________

Councillor Russell Walker, Chair, Audit and Finance Standing Committee

DATE: October 22, 2012

SUBJECT: Reports from Investment Policy Advisory Committee

INFORMATION REPORT

ORIGIN

Reports from the Investment Policy Advisory Committee were received by the Audit and
Finance Standing Committee at their October 17, 2012 meeting.

BACKGROUND

The investment policy calls for quarterly reporting by the Treasurer to Council and the
Investment Policy Advisory Committee. Additional reports regarding the Investment Policy
from the Director of finance are also included. The three attached reports:

• Staff report on Investment Activities for the Quarter ending June 30, 2012; report dated
October 3,2012.

• Report on Staff’s Compliance with the Investment Policy; report dated September 27,
2012.

• Annual review of the Investment Policy; report dated October 3, 2012.



Report from Investment Policy
Advisory Committee
Council Report - 2 - November 13, 2012

DISCUSSION

The October 3, 2012, Staff report on Investment Activities for the Quarter ending June 30, 2012;
the September 27, 2012, Report on Staffs Compliance with the Investment Policy; and the
October 3, 2012, Annual review of the Investment Policy were reviewed and approved by the
Audit and Finance Standing Committee on October 17, 2012. A motion was passed on October
17, 2012 for the Audit and Finance Standing Committee to forward the reports, as presented, to
Regional Council as an Information Item.

BUDGET IMPLICATIONS

None associated with this report.

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

N/A as this report is for information purposes only.

ATTACHMENTS

1. Staff report on Investment Activities for the Quarter ending June 30, 2012; report dated
October 3, 2012.

2. Report on Staffs Compliance with the Investment Policy; report dated September 27,
2012.

3. Annual review of the Investment Policy; report dated October 3, 2012.

A copy of this report can be obtained online at http:/!www.halifax.calcommcoun/cc.html then choose the appropriate
Community Council and meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-
4208.

Report Prepared by : Matt Godwin. Legislative Assistant, 490-6521.
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Audit and Finance Standing Committee
October 17,2012

TO: Councillor Russell Walker, Chair, and Members of the Audit and Finance
Standing Committee

Original signed

SUBMITTED BY:
Greg Keefe, Director of Finance and ICT / CFO

DATE: October 3, 2012

SUBJECT: Investment Activities —Quarter Ending June 30, 2012

RECOMMENDATION REPORT

ORIGIN

Quarterly report of investment performance and adherence to approved Investment Policy.

RECOMMENDATION

It is recommended that the Audit and Finance Standing Committee forward this report to Halifax
Regional Council as an information item.



Audit and Finance Standing Committee
Investment Policy Advisory Committee Report
Quarter Ending June 30, 2012 - 2- October 17, 2012

BACKGROUND

The Investment Policy calls for quarterly reporting by the Treasurer to Council and the
Investment Policy Advisory Committee (the Committee). The report for the Quarter ending June
30, 2012 has been reviewed by the Committee. A report from the Committee on staff’s
compliance with the HRM Investment Policy has also been sent to the Audit and Finance
Committee for the October 17 meeting.

DISCUSSION

HRM Investment Activities

HRM Money Market investment performance is summarized below in comparison with the Mercer
Investment Consulting Survey of Canadian Institutional Pooled Funds for periods ending June 30, 2012:

Money Market Funds 3 Months (to June 30, 6 Months (to June 30, 1 Year (to June 30,
2012) 2012) 2012)5 Percentile 0.37% 0.72% 1.44%

1st Quartile 0.30% 0.59% 1.19%
Mercer Median 0.29% 0.58% 1.17%
3 Quartile 0.27% 0,52% 1.04%
95(11 Percentile 0.24% 0.46% 0.95%
Dec91 Day T-Bills 0.27% 0.49% 0.96%
HRM 0.29% 0.56% 1.14%

HRM relative performance was at median for the reporting Quarter while somewhat below median for the
6 month and 1 year time frames on a before fee basis. After allowing for fees that would have been paid
to an external management firm HRM performance would have exceeded median in all reported
timeframes. The very high quality of the HRM investment portfolio was maintained.

On a historical basis interest rates in Canada have been persistently low resulting in disappointing rates of
return and investment income. However by comparison, as evidenced by the graph below, the recovery in
Canadian rates has been stellar when compared to the U.S. The differences ace even more striking when
the various additional U.S. non-conventional monetary policy stimulus measures discussed briefly later in
this report are taken into consideration.
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The Quarter saw 85 money market investments made at a cost of $338,075,536 with an average term tomaturity of [41 days. This compares to last year’s 1st Quarter of 86 investments made at a cost of$370,594.000 with an average term of 83 days. The longer term to maturity this year was as a result ofstaff locking in relatively attractive rates early in the Quarter with Government instruments near the oneyear term as the market speculated that rates may be rising in Canada earlier than was previouslyanticipated. Other funds were placed to cover shorter term cash requirements. The bank accountcontinued to provide an attractive rate of interest relative to other short term Financial Institutioninstruments and was used extensively.

HRM Short Term Bond Pool

The Short Term Bond Pool holds bonds to a maximum term to maturity of approximately fiveyears. The $5,000,000 of bonds currently held have yields ranging from 2.21% to 3.07%. These
bonds are guaranteed by either the Government of Canada or highly rated Provinces. There were
no additions to the Bond Pool during the Quarter. Staff continues to look for opportunities to add
to the Bond Pool with the ever changing outlook for future interest rates over a potential five
year holding period a key consideration.
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Cash Flows

Operating Fund cash flows continue to show strength versus previous years. Coniributing factors are lessbridge financing for the Capital Fund, an Operating surplus in the previous fIscal year and payment ofFederal disaster assistance for Hurricane Juan and White Juan.
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The Sector Weight guidelines for the HRM banker were exceeded for a two day period during the
Quarter. These instances were reviewed in detail with the Investment Committee and they agreed withstaff’s assessment that this temporary variance did not constitute a significant increase in risk to the
portfolio.
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The average level for the bank account for the Quarter was 93% of the maximum allowable under the
Investment Policy.

Subsequent to End of Reporting ()uarter

HRM entered into an agreement with Scotiabank to open a ‘Notice Account’. This is a new product from
Scotiabank that takes into consideration the new Basil III capital rules and offers a higher interest rate on
balances held in this account in return for HRM agreeing to provide 30 days notice prior to withdrawing
these funds. This account is part of the exposure to Scotiabank under the Sector Weight provisions of the
Investment Policy and therefore reduces the amount of funds that can be held in the HRM operating bank
accounts with Scotiabank. As a result of these reduced balances greater care will be required in managing
HRM’s liquidity position. It may also test the reliability of the cash flow forecast. Should staff be too
aggressive in the amount put in the Notice Account and the total portfolio shrinks abruptly the entire
allocation to Scotiabank could be used by the amount of funds on hold for 30 days. Although not
anticipated, should this situation occur staff would likely sell investments to meet liquidity requirements
rather than incur interest charges. ibis assumes that investments that meet our sale criteria are available
which in the current interest rate environment would certainly be the case.

The Parti Quebecois unseated the Liberal Party in the September 4 Quebec provincial election but with a
minority government and a relatively low share of the vote. At least in the short term there does not
appear to be any risk of a renewed referendum that might rile financial markets. Staff were advised that
after the election Quebec provincial bond spreads compared to Ontario actually contracted as markets
showed relief over the minority status. Earlier in the summer staff added to the length of the term of
Quebec exposure with a Floating Rate Note maturing December 2013. At this point staff certainly have
no concerns with regards to investing in Quebec as even in the unlikely future event of separation a
sovereign Quebec would require access to capital markets so any risk of default would be extremely low.
However yields could be dramatically altered. Staff will continue to monitor the situation.

The European Central Bank announced its much anticipated bond buying program on September 6. It had
immediate positive impacts on the yields of the needy countries and on most equity markets. On
September 12 a German court ruled favourably on the constitutionality of the European Stability
Mechanism. Should this ruling had gone the other way much of the repair work to the European financial
structure may have been undone.

In a case of ‘bad is good’ weaker than expected job numbers in the U.S. announced September 7 failed to
reverse the equity rally, at least in the short term, as it was seen as raising the odds of another round of
Quantitative Easing ( QE3) by the U.S. Federal Reserve sooner rather than later. Reported on the same
day, Canada saw better than expected headline job growth but the details were weak with most of the jobs
being part-time. Earlier in the week the Bank of Canada announced rates on hold again and maintained a
very weak tightening bias with the statement that “some modest withdrawal of the present considerable
monetary policy stimulus may become appropriate, consistent with achieving the 2% inflation target over
the medium term”.

The U.S Federal Reserve delivered on QE3 in a big way September 13 committing to buy $40 billion of
agency mortgage-backed securities a month indefinitely. It continued ‘Operation Twist’ to at least the end
of the year and provided guidance that the federal funds rate was likely to remain between 0 and .25%
until the middle of 2015. Maturing holdings of mortgage-backed securities will continue tobe reinvested
in other mortgage-backed securities, It also committed to do more if all these efforts don’t succeed in
bringing down the unemployment rate. With the U.S. Federal Reserve almost exclusively targeting the



Audit and Finance Standing Committee
Investment Policy Advisory Committee Report
Quarter Ending June 30, 2012 6 - October 17, 2012mortgage market, yields on U.S. Treasuries and Canadian bonds rose somewhat in the immediateaftermath of the announcement, Equity markets also responded positively. It remains to be seen if this isanother ‘sugar rush’ from quantitative easing that will fade or whether these actions will be the catalyst tofinally heal the housing and job markets.

Predictably the U.S. Federal Reserve actions put upward pressure on the Canadian dollar. This may leadthe Bank of Canada to counter with a removal of any hint of a tightening bias at its next rate settingmeeting on October 23. Should this come to pass the timing will be particularly unfortunate with theproperty tax due of October31.

Outlook & Strategy

Despite the aggressive actions by Central Bank in the U.S, and Europe many challenges remain. Theseinclude the ‘fiscal cliff’ and other budget issues in the U.S., the politics of Europe and hard or softlandings of emerging markets such as China. The opposing paths of debt inspired deflation or debtinspired inflation both remain open. While it can be argued that recent actions favour an inflationaryoutcome, the counter argument that these unprecedented measures would not have been taken without afear of deflation and that past unprecedented actions have been ineffective are also credible. With thisheightened degree of uncertainty staff will continue the strategy to lock in yield through longer termGovernment instruments when these yields are relatively attractive and focus on covering shorter termcash needs when they are not.

BUDGET IMPLICATIONS

Based on somewhat better than anticipated interest rates and strong Operating Fund cash flowsstaff are projecting that actual Operating Fund Investment Income for the fiscal year will be
$1,900,000 exceeding the budget of $1,100,000 by $800,000.

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approvedOperating, Project and Reserve budgets, policies and procedures regarding withdrawals from theutilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

Investment activities are reported quarterly to the Investment Policy Advisory Committee. Themajority of members of this Committee (4 of 6) are volunteers from the general public. TheCommittee reports to Audit and Finance Committee of Council quarterly on staffs compliancewith the Investment Policy, in addition, the Committee conducts an annual review of theInvestment Policy and makes recommendations for any changes considered appropriate.

ALTERNATIVES

N/A

ATTACHMENTS
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Sector Weight Schedules at June 30, 2012 (Schedules A,B,C,D & E)
Appendix A - Economic Statistics and Central Bank Actions
Appendix B - List of Eligible Investments
Appendix C - DBRS Rating Scale

See Consolidated Appendices at back
of report

A copy of this report can be obtained online 31 http://www.hahfax.calcommcoun/cc.htrnl then choose the appropriate
Community Council and meeing date, or by conacting the Office of the Municipal Clerk at 490-4210, or Fax 490-
4208.

Report Prepared by Derek Tynski, BA, CMA, Deputy Treasurer, 490-6471
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TO: Councillor Russell Walker, Chair, and Members of the Audit and Finance
Standing Comiiiie _.,

Original signed

SUBMITTED BY:
Councillor Tim Outhit, Co-Chair, Investment Policy Advisory Committee

Original Signed

_______________________

Derek Tynski, to-Chair, Investment Policy Advisory Committee

DATE: September 27, 2012

SUBJECT: Investment Policy Advisory Committee Report — Quarter Ending June 30,
2012

RECOMMENDATION REPORT

ORIGIN

The Halifax Regional Municipality Investment Policy requires that the Investment Policy
Advisory Committee report to Council on compliance by staff with the Investment Objectives of
the Investment Policy not less frequently than quarterly.

RECOMMENDATION

It is recommended that the Audit and Finance Standing Committee forward this report to Halifax
Regional Council as an information item.
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BACKGROUND

The Halifax Regional Municipality Investment Policy (the Policy) was adopted by Council April
23, 2002 and was approved by the Minister of Service Nova Scotia and Municipal Relations (the
Minister) on May 14, 2002. Amendments to the Policy, as recommended by the Investment
Policy Advisory Committee (the Committee) were approved by Council and the Minister in
2005, 2007, 2008, 2010 and early 2012

The mandate of the Committee is to. recommend an investment policy to Council as well as
provide ongoing monitoring of investment activities. Following adoption and approval of the
Policy, the activities of the Committee have shifted to the monitoring role as well as annual
reviews of the Policy.

DISCUSSION

The Investment Policy Advisory Committee is pleased to provide this report under the provisions
of the Policy. The primary focus of this report will be to report on compliance with the objectives
of the Policy.

The three objectives and three strategies of the Policy, stated in order of priority of importance,
are as follows:

Objective:

1. Preservation of Capital
2. Liquidity
3. Competitive Return on Investments

Strategies:

4. Diversification of Investment Portfolio
5. Regular Review of Performance
6. Risk Management Approach

Copies of the Sector Weight schedules recommended under the Policy are attached.

The Committee has reviewed the information provided by staff in the Treasurer’s report to the
Committee for the Quarter ending June 30, 2012 and accepts the report and the findingscontained in the report that the investment activities reported for that Quarter are in compliancewith the Policy with the exception of a two day period where the HRM bank account temporarilyexceeded the Policy limits. The Committee reviewed these instances and concurred with staffthat they did not constitute a material increase in risk to the portfolio.
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BUDGET IMPLICATIONS

N/A

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

Investment activities are reported quarterly to the Investment Policy Advisory Committee. The
majority of members of this Committee (4 of 6) are volunteers from the general public. The
Committee reports to Audit and Finance Committee of Council quarterly on staff’s compliance
with the Investment Policy. In addition, the Committee conducts an annual review of the
Investment Policy and makes recommendations for any changes considered appropriate.

ALTERNATI VES

N/A See Consolidated Appendices at back
of report

ATTACHMENTS

Sector Weight Schedules @ June 30, 2012 (Schedules A,B,C,D & E)

A copy of this report can be obtained online at http:Hwww.halifàx.calcommcounlcc.html then choose the appropriate
Community Council and meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-
4208.

Report Prepared by: Derek Tynski, Co-Chair. Investment Policy Advisory Committee, 490-6471
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TO: Councillor Russell Walker, Chair, and Members of the Audit and Finance
Standing Committee

Original signed

SUBMITTED BY:
Greg Keefe, Director of Finance and ICT / CFO

DATE: October 3, 2012

SUBJECT: Annual Review of the In vestment Policy

RECOMMENDATION REPORT

ORIGIN

The Halifax Regional Municipality Investment Policy requires that Policy be reviewed annually
by the Investment Policy Advisory Committee

RECOMMENDATION

It is recommended that the Audit and Finance Standing Committee forward this report to Halifax
Regional Council as an information item.
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BACKGROUND

The Halifax Regional Municipality Investment Policy (the Policy) was adopted by Council April
23, 2002 and was approved by the Minister of Service Nova Scotia and Municipal Relations (the
Minister) on May 14, 2002. Amendments to the Policy, as recommended by the Investment
Policy Advisory Committee (the Committee) were approved by Council and the Minister in
2005, 2007, 2008, 2010 and early 2012 based on the 2011 Policy review.

DISCUSSION

The Committee discussed a number of suggestions by staff for potential changes to the
Investment Policy at its meeting of September 27 2012. For the most part the changes involved
incremental adjustments to the Sector Weight Schedules of the Policy that would increase
exposure to Non-Government Investments both in magnitude and length of term. While over
time it was anticipated that a modest increase in investment income should result from these
changes it was also recognized that they would also represent an incremental increase in risk
over the current exposure in the Policy. After a full discussion the consensus of the Committee
was that due to the current precarious situation in financial markets and the economic outlook as
evidenced by recent announcements by central bankers in the United States and Europe of more
exceptional measures to support their markets and economies, it was not an appropriate at this
time to add any incremental risk. However the Committee agreed to review the suggested
measures in the future.

In a related discussion the Committee considered a number of ideas to increase the rate of return
on Trust Fund assets. While the vast majority of HRM investments are short term as the
maximum holding period is the time funds are collected versus when they are expended, Trust
Fund assets are often perpetual in nature with only the income earned being spent. This creates
the opportunity to consider longer term investment vehicles. The Committee discussed the
potential use of various Exchange Traded Funds. and Preferred Shares the use of which would
require changes to the Investment Policy. While these investment vehicles have the potential to
increase investment income to the Trust Funds they are also subject to much greater market
volatility. Should the market value of these instruments suffer a prolonged decline Public Sector
Accounting Standards may require that their value be written down on the Financial Statements
of the Trust Funds. Again because of the current precarious state of markets and economies the
Committee decided that it was not appropriate to further consider changing the Policy to
accommodate exposure to these instruments at this time. Other options to enhance the income of
the Trust Funds such as Real Return Bonds and longer term Government bonds are available
under the current provisions of the Investment Policy. However the consensus was that these
investments are not particularly attractive on a risk reward basis in the current market
environment.

Staff want to thank the volunteer members of the Committee for their time and the diligence they
show in reviewing the Investment Policy and the investment activities of staff. They are
instrumental in the good governance of the HRM investment program.
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BUDGET IMPLICATIONS

N/A

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

Investment activities are reported quarterly to the Investment Policy Advisory Committee. The
majority of members of this Committee (4 of 6) are volunteers from the general public. The
Committee reports to Audit and Finance Committee of Council quarterly on staff’s compliance
with the Investment Policy. In addition, the Committee conducts an annual review of the
Investment Policy and makes recommendations for any changes considered appropriate.

ALTERNATIVES

N/A

ATTACHMENTS

None

A copy of this report can be obtained online at http://www.halifax,calcommcoun/cc.html then choose the appropriate
Community Council arid meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-
4208.

Report Prepared by: Derek Tynski, Co-Chair, Investment Policy Advisory Committee, 490-6471
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Suain.eu D.nel.prnenl lank Open 0 0%
Canada Mortgag, a Housing Corp Open 0 0%
Canafan Wheat Board Open 0 0%
toned Oentnpin.nt Canada Open
FannCrantCo,p Open 0 0%

Prnnlnnlui Gswmmania a their Guarantees 94 Mid or Gnat., 129,832,413 59% 311,oln,073 100% 90,121,e29 41%toIaiAlbena (8-1 94gb) Open 0 0% 54813,709 05% 21 013931 22%Alberta (9.1 HIgh) Open
Alberta vandal Fmanc.Aulhonlp (0-1 Higk) Open 9
Athena Taasu’&sndteo (0-1 High) Open

IdtieirCdnnnbla (0-119001 Open 31,470.705 14% 54913,709 25% 23,443,990 11%eAaneaba (9.1 Mid) Open 7,930,039 d% 54,913,709 25% 47,083,733 21%New Irrereeddi (9-I Mid) Open 0 0% 54.913,780 22% 54.913.758 25%New Inmealdi Mtortlyei Finance Cap (0-1 Mid) Open 54,913,799 29% $4,813,748 25%Ontario (0-i Mid) Open 50,955,108 20% Sd 013.789 20% 3,821,409 2%Quebec (R’i Mid) Open 30,777,281 10% 04,913,798 25% 19,128,207 7%Oaeketcbewan (0.1 14gb) Open 0% 24,8)3,788 20% 54,913758 25%

Municipal Ganmmenta a that’ Gannatso.’ P-n Mid or Qnetar 0 14,913,791 20% 04.912.715 25%Calgary (P-I High) Open 21,040,507 10% 21,990,007 10%Edrnrardont (0-I 19gb) Open 21,992,207 10% 21,985,201 10%

Financial bnaUtuEsne a Orek Guarenides iConporalanu 79477497 24% 102,127.039 40% 32,249,949 10%
IA’. Schedule A
Canadian lank. Il-i

tier I -Financial inatibrttona Ethel, Gusantaee Mid 56,947.728 20% 101,927,029 55% 92,919,907 24%lens eiidcnosai (0-1141gb) Open 17,334302 8% 21,045,507 10% 4,931,249 2%lens of Plane ScotIa (0-1 High) Open 0 1% 21,945,507 10% 4,204300 3%lank .11404 SnaIl. Ettectine Cash 15,789,302
Canadian Imperial lenkotvormnnrerce )P-lHqh) Open 10415,307 9% 21,065,507 10% 2.549,111 1%Royal lank (0.1 idgtm) Open 1534,504) 2% 21,065,207 10% 17,164.735 0%Royal Germs- E0acilni Cain 2,968,285)
tornnlo Donrkrign (0.1 Ikghm) Open 0 0% 21,905,201 10% 21,060,507 10%

‘flen 2- Finannhe) insllntiona a Coeparoliona 0.1 M1Wt411m’’ 19,948,900 8% 04.91 3,790 22% 25.243,910 19%National lank olCanado (0-1 Mmd) Open 11702384 0% 10,002,754 5% -719.941 014
OMERS Redly Corpsm’alinn (0-i lIlgim) Open 0 121 733 3% 10,182,754 2% 4,954,020 2%COP Financed Sic (P-i Nigh) Open 0 0% 10,082,704 5% 10,002.754 0%Ontario Infrauirrjclaw Pmn(eclaCempnrobnn(0-l 14gb) Open 0 0% 10,082,754 5% 10,905,754 5%Oaa)ardkmo’tolaI 1920731 1% 10,092,754 5% 8,144,023 4%

Deujandkn. Group (9-I lhgb) Open 0
Case. Caniaia Oneianiane 10.5 Night) Open I 930732

Tnlul Innesenenle 214,733,221

P1810 (land., etc. over oer 5ean)
FadomstQny,nrmnnnl 0 015 43,031,514 20% 43,130Dm 20%Monepinelbta 0

land Pod 0

Prenlncial Gowmmo.nI a Owl’ Guansnne.e 4,101,114 5% 4.2,931,014 20% 39,040,109 19%Monep Marksl 4,931,011 2% 42,921,014 24% 39448,199 19%Alberta 3,998,037 2% 21,900,007 10% 10,292.870 8%Athena
Athena CapiairnenceAniocnlp 3,899,137
Alberta Imeecry Orondas

l.aeirCckensma 0 0% 21,042,507 00% 21,065.007 10%Manmmnba 0 0% 21,045,007 10% 21,092,207 11%
Newfinjnnndi 0 0% 21,065.507 15% 51.905.207 10%Ontario 0 0% 21,985,507 10% 21,005,007 10%Ouebec 0 0% 21,142,507 10% 21,145.507 10%Quebec 0

Financenrenl Quebec 0
Saebatanesn 0 5% 31,862,057 10% 21,965,007 10%

londPscl 8 3% 43,031,014 20% 39,001,191 11%Alberta 0 3% 21,065,007 10% 10385,670 8%Alberta 0
Alberta Caplai Finance Anlnneoy 0
Albarta Tauaury Utoncb.e 0

BmiilahCclcrrmbma 0 0% 21,065,507 10% 20,860,507 18%hlastobs 0 0% 21445,507 15% 21905.507 00%New Oruoweck 0 0% 21,062,007 10% 31,090,547 10%Onlenn 5 0% 21,065,507 10% 20,090,507 10%Onnbec 0 0% 21445,167 10% 21,005,507 10%Quebec 0
Fmeicenani Quebec 0

Saeb.alwn 0 0% 2t,165,007 11% 01,965.207 18%
fatal Find 4,aOI,aie 3% 43,931,014 20% 30009 III 10%
teat innaubmnena 319,905,072

brierset Oeenng lank Aconunta - 0)0 CAeqne Covea9e 12570 875

tohal inneelanenle and Cm’S Cheques Conera. 035320,947



SCHEDULE C

CASH S EOUWAtEHTS

Federal aewneevee S Si Quelinwee
Federel Government
Bionic Depe(eçlnenl Seek
Canada hiengape ii Heiuek’q Crap.
Cenflen MAcel Seam
Eupen Dnne%pe,eel Canine
rena Crete Core

FrOnInelel Gnntnnneebt maO Qnnntaas
TeialAthefle (WI H%S(

Athena (P-I Hçn(
Athens Cepnelpmsreatethe,ny (P-I Hh(
Athe,ls Tieeaerp Srend,aa (P-I Hçlr(

SlhbCeetsnba (P-IHçA(
Usd04 (P-I Uki(
NewOrenseIth (P.1410)
Mcvii Sthnannn k%nOeJ Fkrer.ce Corp (P-I Ilk)

Onlerra (WI hid)
Quebec (WI (
Seaoenirawen (WI POqS(

CiptIulFende
Seclnrbeelglne

SdelenWeçlrne ØJue. 50,2012

CamidelOg
A,rragn( Ornesled

CelegnnySlaira •So1%vakse

Open
Open
Open
Open
Open
Open
Open

B-I Mid er Omelet
Open
Open
Open
Open
Open
Open
Open
Open
Open
Open
Open

0% 0 20% 0 0%
0% 5 22% 0 0%
0% 5 05% 0 0%

0 20% 0 0%
0% 0 25% 0 0%
0% 0 20% 0 0%
0% 020% 00%

Meeln(p.( Genernenenlet their Oeernmeer
Celemp p0-I riçoi
Edinenlon (P-I HG1I(

0 50%
0 10%
0 10%

0 0%
0 0%
0 0%

FinancIal (nslthdlene & Sit), Ouerenleee tCenporealene
BAa Snlledele A
Canadian Banks P-I

T(enl -Flnenelel kreO%nienn 4 the). 0,eerenleee Mid
Beekn(Umnkee( 01-I I%fl( Open
Benh vi Heat BneOe (0-I çni opec

Sank ni bane BneOa EllacOve Cecil
Cenedteelrnpei%lflenhe(Celnmerce (WI l-Sgtr( Open
Repel Bank 01-I Hh( Opec

Repel Sink. Ehedire CecIl
Tenant OflEn (P-I Hh( Open

TIerS- Financial breltutena S Celpenelane
Nenenal Sank ii Canine (P-n Pan)
ObSifiB Reap Cnrpcraoon (Il-n Hrpn(
COP Plinenroel Inn (P.1 HçIl(
0,11.1% lnhiaunjnluin PinlaQe Cerpeiellen (P-i Hçh(
Oeejerolna Told

Oen)elnbrs Onmep (WI l{ç(r(
Cite. Cenlele DeeØ,de,a (WI llph(

Te(a( brneabnenln

FOXED (Sante, etc. ever one peso)
Federal Onnamlninl

Mallen k%,bel
anna p.m

Prpulnnha(anvemnlaei I their Omiainnleea
Menep khertel
AEtna

Athena
Atone Capeal Finance AmihonIp
Athena Tnaiuep th-enclmea

Snail Calunies
kl.naabe
Hen. Oraeencb
Omilma
Onebec

Quebec
Fn,annnnneii Oeebnu

EeaAaaewemn

Vane Dccl
Athens

Athena
Athena Cepnel France Adiiethp
Athena Treaauep Bnncben

5.51W Cnklnniae
Menlnbe
Hare brenea
GMAt
Quebec

Quebec
F(aencamen( Quebec

thithanen

i 0% 0 cane a 0%

0 0% B 00% 0 0%
o 0% 0 10% 0 0%

0% 0 10% 0 0%

0 0% 0 10% 0 0%

0( 0% 0 10% 0 5%

0 0% 0 lOw 0 0%

o 0% 0 20% B 0%
5 5% 00% 00%
o 0% 04% 00%

0 0% 00% 00%
0 0% 50% 00%

0 0% 50% 00%

p

0

0
0
p
0
0

0

0
0

P

0

0% 0 10% 0 0%
0% 0 70% 0 0%
0% 0 ¶2% 0 0%
0% 010% 011%
0% 0 10% 0 0%

0% 0 10% 0 0%
0% 0 0% 0 0%
0% 0 10% 0 5%
0% 0 10% 0 0%
0% 0 10% 0 0%

0% 0 10% 0 0%

0% 025% Se%

% Oudeemnoterd % LeniAnnithet %

150% 0 0%0%
0%
0%
0%
0%

0%

0%
0%

0

0
0

B 150%
0 20%

0 0%
0 0%

P-I Miter Greener
Open
Open

0-1 MldOaIgIt
Open
Open
Open
Open

Open
Open

0=

0% 0 20% 0 0%

0% 0 00%
0% 0 50%
0% 0 (0%

0 5%
0 5%
0 0%

0% 0 00%

0% 0 00%
0% 0 70%

0 0%

5 0%
0 5%

Teal Plied

T0%I %wanareeia

enamel Bealbig Sank Nneenndn GS Cheque Coeere5e

Teal blneeelneete end 0(5 Cheques Coverage



80064001100
R.04f4. Folill
Il000tWel4hIa

0iclDt Wolginle gJn. 20,38)2

CUmUlIlInI
0111.01,0

CII 47010140 8ooiiVeIc. S O48b%U05 S L00IAnI100W S

CASH I OQUIVALENTS

7.4641 0004mmeol I 04 amnI...
edII0I 000110114001
0410,115 Dl p0401 81210
Canada HolIgag. I Hooaolç Caip
C401dlel 08101104414
Eopail 0,0016727.01040,00
FenoCtedi ClIP

p20,40111 0ey,mm.nI. 8101.110014,0111.) 4-1 16*4440,01102
1A8411. (1.1 I4çh) Open

118400 )R.1 *4%?) Coon
*11.110 CapIal P110010. AnOnIly 114.1 Hçh) Open
41110. Teir 0,01110., CR-I *4%?) Open

04116? CahollOil CR-I Hçh) Open
016.111186 (4-1 0110) OPen
N,wBnmsn40 (4.14414) Open
4w0180840*ln%64aiFflnnceCoto(R’I 0110) Opel.
010100 (14.1 1011) 00011
00.11.0 (4.1 6101) Open
0400512134011n pt-I *440) Open

I84nicIpaJ Go ,onto a e,&, Gen,wi4..’ 14-I lAd no G,Wlt
0.4017 CR-I H)h) Open
Edmnootn (14.1 H4h) Open

P40110111 In,01Ia11011, 04 121.0 OnIaU,Carpe.allonI
BAt 041140014 A
01,18011618.1050-I

Tilt I . Pbotr,ci.I InhI8lloilS 04 theIr QearIntoel Uid
Sank altdon44L (4.1 *44*) CDIII
lp4nI4lov.8noII (14-1*440) Open

Bonn or Hove 0041111 00.1444 Call,
0.0.01160 )InpedaI 0.10 ni 00271000. (4.1 *461,) 07.1
Roy.) but CR-I *441,) Open

Repel Dank - 1r0d16. Ca.?,
Tnwn16 Doln*40fl (4$ 041) Open

0%, 2. FIIwnc,lol inotlo01nn. I Corp000tleIt 0.1 601404181r’010140111010 olC.,lada (4-I Wed) Open
OUER800olyCnupnIelleO)R.I *44?) Open
COP Fln.nolei ln (4-n H4h) Open
0440,8 lnflnIltaCIum Po)401 Co.poreInn (14-I Hçh) Open
0.11.0140 Total

000)II41100 00104, (14-1 *44?) Open
Ca04 Cmliii 000)12086 p0.1 nc?) Open

1010) Call. and Eqa*nele.nIa

FlOOD (no.1010. III. 8,0 ale poll)
F.44m1 0001nomerd

06114 P001

o 34,044,208 50% 24,144300 28%
12,531,053 10% 13037812 17%
12,137,883 10% 13637,043 10%

44041,124 24% 11,101,411 00% 32,844,442 16%

33,110,021 20% 11.011,411 00% 34,010,301 20%10,001,321 0% 13517041 10% 3,334,44 7%
0 7% 13,037,083 10% 4200.012 3%

5,538,011
11,171.104 5% 13.027.003 lOS 2,040.0)0 IS

810,844 ) 2% 13,037,083 10% 11,340,708 0%
1.752,272

0 2% 15,537,68,5 12% 13,927,053 0%

12,031,044 5% 34,044,200 28% a01u24 16%
7,150287 5% 1,060,142 3% .100.425 0%
3,740.000 3% 4,805,942 0% 3211,142 2%

0 2% 6,005,042 2% 0.058,042 0%
0 0% 8,843.842 5% 8,0)0,142 0%

1,124,120 1% 1,180,142 5% 5,044,104 4%

*124,731

Op.”
Open
Opel,
Open
Open
Open
05611

6,114,016 4% 135,370,021 104% 121,411,030 55%1,000,010 4%
0 0%
0 0%
5 0%

0 0%

70,051,787 07% 121,316,021 105% 62,440,004 42%
0 2% 24,844,295 25% 30,157,870 22%

10.250,205 14% 34.044 226 25% 11,513,513 11%
4,700,173 2% 24144,208 21% 30014,031 75%

0 0% 34044300 20% 14444200 211%
24,441,301 75% 34044,205 21%

21,001,681 21% 24,144,201 25% 3,170,301 3%
35,711332 17% 54,644.205 20% 11101285 0%o 0% 34,044.209 70% 14,144208 25%

p2enlnoIaI Qonenim.nI 111101, 0.1,0084,
016007111101?
48401

4.8405
A11wna Cepi&Fren00k.10010p
AGoflb’114lionyBllIEi4$

6411621 COImnaiil
*4600286
New 5n.n418
0084%
00411111

0,4000
F%analn.pl Qu18ec

010001,010

8,04 POol
4840.

480,10
411.09 017001 P0,1410. An0,010p
AAeOa 11108427 51.00110.

014161100144,1111
MIMoii.
New 11new%k
0010116
O.4be

00.440
P0eroame44 084010

0010014,00

lola) Plud

121,210,71I “•“‘

3,879.844 3% 135374,177 10014 115220040 77”.

1,878,600

4,848,220 2% 11,111,411 50% 11,443,117 47%
3,010,030 2% 11,104.411 60% 19,143,117 47%
3910538 1% *2.037880 70% 0101434 7%

74747$
2.243,142

0 00. 13.037.083 lOS 13,127843 15%
0 00,. 13.037,003 lOS 13.031603 15%o 0% 15.037833 15% 13521103 10%o 0% 12037,143 10% 13,537,583 15%
0 0% 12,137,003 12% 13,131113 *0%

O 0% 13037801 10% 13037001 10%

1,434,6)1 2% 4l.UI,411 10% 40,042,101 47%
1,030,511 3% 13,037.593 15% 0851 404 7%

O 035501

0 0% 13,931,402 lOS 13527003 80%
0 0% 12,427,01) 70% 13137111 10%
0 5% 13,037053 10% 13537043 10%
0 0% 13.037,013 10% 13.137U3 10%0 5% 93,637,042 10% 13037 083 10%

0 8% 13.537513 10% 100370)3 00%

1,826,111 1% 021,371,421 100% 121,335 III 64%

121,371,151



OCHEOIA.E 0
T1n11l Pond.

I.c(erPlhl6
6IC1ntW.IIrto 0J0n1 20, 0910

CunlollIN.
M,0000 0w661n4

C1440000 StIll GBOo6V.b. 1k Ill. LimO 1k lAnelabla %

CASH 0 EOUIVAI.EI4TS

0101111 Ooelfl,e,.nt I 06 QeirInt.ni
Pederil Onnmm.n1
Bnweoi De10apmeeU 5.00
Canede Ne115451 I H001019 Cwp.

onedbn WInell 00114
0,5.11 C66e11npnwnl 0.044.
0.0.1 Cr146 Corp

PI0V*nCllI 054mminla 61641100111011011 N-I lId Ol Om.lne
TawAlenle pe.l Hco) Oçien

Alien, (N-I N11) Oçen
AAleIn C.pl$lPin4004Asdhnnly -I 6llln( Open
A.nh1.1aOwyflr1nsk.I (fl-I Hh) Op.o

51611 Co1.mb1. (R.1 Hk) Open
IlondotI (Il-I Mdl
New Onin,wU (fl-I 1011 Open
New InmOwalO *4,11101.01 F%InCa Co,p (14-I 1.11) Open
001.110 (H-I 6110) Open
04000 (N-I 1114) Open
811IelOJlelnIn (14-I Heal,) open

Iben10Ip.l Onelannie000 61001? 00.1191.,. 5-1 61140,0.111.,
C5%ooy (R.I Hrpll( Op.n
Edmonlon 00-I H46) Open

Fhi.nl.1 I0100lidImil I 111.1? 004rnnI..e IColpamleflo
BA’S 1144). A
0001d1.n Bonka fl-I

76,1 -PIn.nclal IflrFniUaeeA 11140 Qulranla.a 61)4
Dank o(MonOn& (5.7 Hh) Open
Bank 0$ NOel 00011. (9-1 HVI) Open

Sank .1 Nba 0610. 1004InI Cook
CIn.d1.n 14p.ela! lan* of Cenimaro. (P-I l4n) Open
Repel Bank (fl-I Hçh) Open

Royal Bank. 0660(01 Cask
Taennlo Oonn01bn (fl-I *hf Open

ThIS - Fbmocl.l 1..lOoOnnn I Corpnn.IIon. fl-I 00454)90’”
NaIinnl)lank 010.0141 (fl-I 6101) Open
006141 Rally Colpo,e0on (fl-I Hh) Open
COP FIn04c11I Inn (9-I (1)911) Open
O0I.,Ia klII.,00010re PromO, ColpOroto,n (fl-I N)9h) Open
010(14011 7011)

De,(.r0lns Oloop (fl-I H)9lr) Open
061.04 0001.10 004(091011 (14-I H)9h( Open

3,305,107 100% 1,206,620 41%
630 064 21% 744,623 23%

5 121,094 20% 030,014 21%
335606 10$ 236 660 10$
330640 10% 321 600 10$

1,111,101 36% 1,071,601 60% 610,626 16%

111,124 24%
71349 2%
05.425 3%

30655 1%
240940 9%

336,064 lOS.

121,167 (6%
-10,000 0%
74424 2%

147003 0%
167553 0%
126621 4%

666,603 24%
264,540 6%

o 1%
240,200
206.424 9%

22,427 I 2%
43,265

0 0%

200.207 0%
76,666 5%
*3,047 3%

o 0%
o 0%

20,O7 1%

26,012

Toe.) CIII, .04 E;olnalee*I

PIKED (•nflda, 110, ROIl 966 7611)
Older.) Oennmln.nI

kIonay 1.0,0.1
Bond P10

P,nnlinnlil Onewenonloni I 194)1004,1016.1
610067611,11.1

SIberia
Aliefls
ALIfil Cape,I Prinol ArrIralny
Alan. Tmeoer Doanollee

11040 CnInmbiI
6109004.
Now Ifleneok
091mb
0114540

00.6.9
Pn.noarnero Orr.b.0

Saakalew.n

Bond Pool
Alert.

A9,Irla
A1040 019111 PSanro. Al19lo.IIy
Alert. Ttn.,wy Brlimhae

541511001.06,.
10000060

Wino lrnnndo4
00)0,01
004060

QrJIblC
P01.nrrr.meno 00.5.0

S.nSalew,n

70111 FlaIl

Sank ntUnirlrn.I
701.1 EqWII.n

2.27L20r ‘itc’

16,141

2,301,157 100% 3,264,716 06%
2,3*0,667 104% 2,264,766 04%

330,094 10% 212,045 6%

230,566 70% 330804 10%
330,658 10% 330.064 10%
336,966 10% 235569 10%
335,000 10% 330466 15$
335,9*4 10% 33)564 15%

333,909 10% 331464 10%

2,260,667 106% 2,204,116 *6%
330,060 15% 200640 4%

open
Open
Open
Open
00.0
Open
Open

3,261,117 150% 5,220,650 04%135,266 4%
130.266 4%

0 9%
0 0%
o 0%

0 0%

1,666.937 111%
0 2%

460,426 (6%
111,540 4%

0 0%

777,020 20%
162.012 16%

0 0%

930.604 20%
935,944 20%
030064 311%
020.564 20%
639.954 20%
620,064 25%
639,964 2510

359005 11%
720,424 21%
635,044 20%
636.644 25%
6202* 2%

047902 7%
039904 25%

1,670,404 60%
232056 10%
235,666 10%

330,064 10%
235,004 10%

330554 10%

635,014 20%
117,543 5%
167,683 6%
161,013 0%
117062 0%
(97,003 5%

0% 2.350,401 100$ 3,211,607 100%

0

71,141
10,141
70,141
(9009
60,440

0
0

0
0
0

0

0
0

0

2%
(00%

2%

0%
0%
0%
0%
0%

0%

0%
2%

0%
0%
0%
0%
0%

0%

330.646 10%
331,616 10%
2311064 10%
335,509 10%
331506 10%

330,968 72%

335006 10%
3311 III 10%
330,946 10$
330,866 10$
320,906 10%

336966 00%

0,410
9,416

Tat.! kroelkn,enha 3,311,117
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Appendix A

Economic Statistics

Canada US

Unemployment Rate Apr 7.3%, May 7.2%, Apr 8.1%, May 8.2%,
Jun 7.2% Jun 8.2%

Jobs Created/(Lost) Apr 58.2, May 7.7, Jun Apr 115, May 87, Jun
(‘000’s) 7.3 64

CPI (year over year) Apr 1.2%, May 1.5%, Apr 2.3%, May 1.7%,
Jun 1.3% Jun 1.7%

CPI-X (Core) (year Apr 2.1%, May 1.8%, Apr 2.3%, May 2.3%,
over year) Jun 2.0% Jun 2.2%

Q2 GDP 2.4% 1.5%

Central Bank Activities

• April 17 Bank of Canada Maintains overnight rate at 1.0%
• April 28 U.S. Federal Open Market Committee maintains Target Range of 0% to .25%• June 5 Bank of Canada Maintains overnight rae at 1.0%
• June 23 U.S. Federal Open Market Committee maintains Target Range of 0% to .25%
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Appendix B

List of Eligible Investments

The Government of Canada & its Guarantees:
Federal Government
Business Development Bank
Canada Mortgage & Housing Corporation
Canadian Wheat Board
Export Development Canada
Farm Credit Corporation
Provincial Governments & Their Guarantees:
The Province of Alberta & Its Guarantees
The Province of British Columbia & Its Guarantees
The Province of Manitoba & Its Guarantees
The Province of New Brunswick & Its Guarantees
The Province of Ontario & Its Guarantees
The Province of Quebec & Its Guarantees
The Province of Saskatchewan & Its Guarantees
Municipal Governments & Their Guarantees:
The Municipality of Calgary & Its Guarantees
The Municipality of Edmonton & Its Guarantees
Financial Institutions & Their Guarantees (Tier 1):
The Bank of Montreal & Its Guarantees
The Bank of Nova Scotia & Its Guarantees
Canadian Imperial Bank of Commerce & Its Guarantees
Royal Bank of Canada & Its Guarantees
Toronto Dominion Bank & Its Guarantees

Financial Institutions & Corporations (Tier 2):
Desjardins Group
Caisse Centrale Desjardins
CDP Financial Inc
National Bank of Canada
Ontario Infrastructure and Lands Corporation
OMERS Finance Trust
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Appendix C

Dominion Bond Ratin Service (DBRS) RatinE Scale

R-1 (high)

Short-term debt rated R- 1 (high) is of the highest credit quality, and indicates an entity
possessing unquestioned ability to repay current liabilities as they fall due. Entities rated in this
category normally maintain strong liquidity positions, conservative debt levels, and profitability
that is both stable and above average. Companies achieving an R-1 (high) rating are normally
leaders in structurally sound industry segments with proven track records, sustainable positive
future results, and no substantial qualifying negative factors. Given the extremely tough
definition DBRS has established for an R-l (high), few entities are strong enough to achieve this
rating.

R-1 (middle)

Short-term debt rated R- 1 (middle) is of superior credit quality and, in most cases, ratings in this
category differ from R-1 (high) credits by only a small degree. Given the extremely tough
definition DBRS has established for the R-1 (high) category, entities rated R-l (middle) are also
considered strong credits, and typically exemplify above average strength in key areas of
consideration for the timely repayment of short-term liabilities.

R-1 (low)

Short-term debt rated R-1 (low) is of satisfactory credit quality. The overall strength and outlook
for key liquidity, debt, and profitability ratios is not normally as favourable as with higher rating
categories, but these considerations are still respectable. Any qualifying negative factors that
exist are considered manageable, and the entity is normally of sufficient size to have some
influence in its industry.


