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Independent Auditor's Report

To the Trustees of CUPE Education Workers' Benefits Trust

Qualified Opinion
We have audited the financial statements of CUPE Education Workers' Benefits Trust (the "Trust"), which
comprise the statement of financial position as at December 31, 2022, and the statement of changes in
net assets available for benefits for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for Qualified Opinion
section of our report, the accompanying financial statements present fairly, in all material respects, the
financial position of the Trust as at December 31, 2022, and its changes in net assets available for
benefits for the year then ended in accordance with Canadian accounting standards for pension plans.

Basis for Qualified Opinion
As agreed to by the Trustees of the Trust and in common with many benefit fund audits, the scope of our
audit was limited to the records of the Trust and therefore, did not extend to an examination of the
human resource records of the contributing employers. Accordingly, our verification of contribution
revenue was limited to the amounts recorded in the records of the Trust and we were not able to
determine whether any adjustments might be necessary to contribution revenue and increase (decrease)
in net assets for the year ended December 31, 2022 and 2021, and assets as at December 31, 2022 and
2021 and net assets available for benefits as at January 1 and December 31 for both the 2022 and 2021
years. Our audit opinion on the financial statements for the year ended December 31, 2021 was modified
accordingly because of this limitation in scope.

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 the Trust 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
qualified audit 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 the Trust’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 management either intends to liquidate the Trust or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Trust’s financial reporting process.
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Independent Auditor's Report (Continued)

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 the Trust’s internal control.

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

 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 the Trust’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 the Trust to cease to continue as a going concern.

 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.

Chartered Professional Accountants, Licensed Public Accountants
Oakville, Ontario
June 1, 2023
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CUPE Education Workers' Benefits Trust
Statement of Changes in Net Assets Available for Benefits

For the year ended December 31 2022 2021
Increase in assets

Contributions - School Boards/FTE $ 237,785,930 $ 233,025,648
Contributions - Members 12,910,300 12,756,871

250,696,230 245,782,519

Investment income (loss)
Interest income 297,319 93,765
Pooled funds (Note 7) $ (10,131,808) (27,858)

(9,834,489) 65,907

240,861,741 245,848,426

Decrease in assets
Benefit costs

Insurance costs
Life premiums - Canada Life 14,478,343 13,082,385
Accidental death and dismemberment premiums - Chubb 686,158 702,809
Global medical assistance premiums - Canada Life 196,201 213,956

15,360,702 13,999,150

Self-funded benefit costs
Medical benefits 130,294,122 120,084,139
Dental benefits 79,001,628 75,980,612
Vision benefits 14,844,982 13,442,923
Health care spending account (HCSA) 16,552,651 -
Pooling charge 487,953 451,259

241,181,336 209,958,933

Other benefit costs
Premium taxes 4,589,386 5,330,571

261,131,424 229,288,654

Expenses (Note 10) 14,427,928 12,695,677

275,559,352 241,984,331

Increase (decrease) in net assets before undernoted item (34,697,611) 3,864,095

One-time contributions - School board reserves and surpluses (Note 2) 35,175 2,489,502

Increase (decrease) in net assets (34,662,436) 6,353,597

Net assets available for benefits, beginning of year (Note 6) 139,626,486 133,272,889

Net assets available for benefits, end of year (Note 6) $ 104,964,050 $ 139,626,486

Increase (decrease) in net assets available for benefits represented by:

Increase in claims fluctuation reserve $ 4,194,700 $ 4,141,666
Increase (decrease) in unallocated balance (38,857,136) 2,211,931

Increase (decrease) in net assets available for benefits (Note 6) $ (34,662,436) $ 6,353,597

The accompanying notes are an integral part of these financial statements.
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

1. Significant Accounting Policies

Purpose of the Trust
The purpose of the CUPE Education Workers' Benefits Trust (the "Trust") is to provide life
insurance, and health and dental benefits to education sector workers in the Province of
Ontario employed by District School Boards, District School Area Boards and Public School
Authorities represented by the Canadian Union of Public Employees ("CUPE") upon eligibility
as further described in Note 10(a). The Trust was established on February 28, 2018 with a
participation date of March 1, 2018.

Basis of Presentation
These financial statements are prepared using Canadian accounting standards for pension
plans, which are applicable to all benefit plan financial statements.  For accounting policies
that do not relate to the Trust's investment portfolio, the Trust has elected to apply Canadian
accounting standards for private enterprises.

Revenue Recognition
School board/full-time equivalent ("FTE") and member contributions are recognized on an
accrual basis in the month in which the amounts relate, based on agreed upon rates.
Deferred contributions represent amounts received in advance for the following month's
benefit costs.

One-time contributions are recognized when the amount is known and collection is
reasonably assured.

Interest income is recognized on the accrual basis as earned.

Investments
Investments held in pooled funds are stated at fair value on a trade date basis. Pooled fund
investments are valued at the unit values supplied by the pooled fund administrator, which
represent the Trust's proportionate share of underlying net assets at fair values determined
using closing market prices.

Pooled fund investment income recognized is the increase or decrease in the value of the
pooled fund.  Dividends and interest distributions are reinvested within the pooled fund.

The realized gains (losses) on investments sold in the year are determined by the excess
(shortfall) of proceeds over the average cost of investments sold, and accordingly, includes
the applicable share of the excess (shortfall) of fair value of cost of investments at the
beginning of the year.

The current period change in fair value of investments represents the unrealized appreciation
(depreciation) in fair value of investments held at year end less the related unrealized
appreciation (depreciation) as at the previous year end.

Provision for incurred but not reported claims
The Trust self-funds some of the benefits (as described in Note 11) and these benefits are
recorded on the accrual basis. The provision for incurred but not reported claims represents
the amounts payable at period end for claims incurred, but not yet reported.
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

1. Significant Accounting Policies - (Continued)

Income Tax Status
The Trust is an Employee Life and Health Trust pursuant to the provisions of the Income Tax
Act. The net investment income earned by the Trust is subject to income tax to the extent
investment income exceeds allowable expenses.

Use of Estimates
The preparation of financial statements in accordance with Canadian accounting standards
for pension plans requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements, and the
reported amounts of changes in net assets available for benefits during the reporting period.
Management estimates include the provision for incurred by not reported claims. Actual
results could differ from management's best estimates as additional information becomes
available in the future.

2. One-Time Contributions

As per the Trust Agreement, the one-time funding received from the school boards represents
the available surpluses under the predecessor benefit plan arrangements within existing
group insurance policies.

3.     Investments

2022 2021

RBC Global Asset Management Inc.
PH&N Short Term Bond & Mortgage Fund $ - $ 56,451,733
PH&N Short Core Plus Bond Fund 85,164,291 -
PH&N Core Plus Bond Fund - 57,509,961
RBC Vision Global Equity Fund 14,223,308 18,483,506
RBC QUBE Low Volatility Global Equity Fund 14,164,575 19,238,784

$113,552,174 $151,683,984

4. Receivables

Included in contributions receivable is $790,987 (2021 - $56,275) in regards to FTE rate and
head count reconciliations to December 31, 2022 and $3,465 (2021 - $828,663) in regards to
one-time funding from various school boards (Note 2).

Included in other receivables is $572,601 (2021 - $33,371) in regards to net premium taxes
on FTE and member contributions.

5. Accounts Payable and Accrued Liabilities

Included in accounts payable and accrued liabilities is $Nil (2021 - $4,800,784) in regards to
FTE head count reconciliations to December 31, 2022 and $1,388,637 (2021 - $2,632,793) in
regards to deficit recoveries payable to Canada Life to December 31, 2022.
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

6. Net Assets Available for Benefits

Year Ending December 31, 2022

Claims
Fluctuation Unallocated

Reserve Balance Total

Balance, beginning of year $ 59,509,000 $ 80,117,486 $139,626,486
Decrease in net assets - (34,662,436) (34,662,436)
Transfers to reserve 4,194,700 (4,194,700) -

Balance, end of year $ 63,703,700 $ 41,260,350 $104,964,050

Period Ending December 31, 2021
Claims Unallocated

Fluctuation Fund
Reserve Balance Total

Balance, beginning of year $ 55,367,334 $ 77,905,555 $133,272,889
Increase in net assets - 6,353,597 6,353,597
Transfers to reserve 4,141,666 (4,141,666) -

Balance, end of year $ 59,509,000 $ 80,117,486 $139,626,486

Claims Fluctuation Reserve

The Claims Fluctuation Reserve ("CFR") has been established as a risk mitigating tool. The
Board of Trustees has set the CFR at 25% of the current year's total plan costs. In
accordance with the Trust Agreement, an annual actuarial valuation shall be prepared and
will include projections of total Trust costs (claims and expenses) for a period of not less than
three years. If the actuarial report projects the CFR to be less than 8.3% of Trust claims and
expenses over a projected three-year period, the Trustees shall take actions as prescribed in
the Trust Agreement to address the shortfall. In addition, the latest round of collective
bargaining includes provisions requiring that the Trust maintain a CFR of at least 25%.

7. Investment Income (Loss)

2022 2021

Pooled funds
Income distributions $ 3,205,124 $ 4,320,218
Net realized loss on sale of investments (10,021,889) (941,131)
Current period change in fair value (3,315,043) (3,406,945)

$ (10,131,808) $ (27,858)
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

8. Financial Instrument Risks

The Trust may be exposed to a variety of financial risks including credit risk, liquidity risk and
market risk. These risks have not changed from the prior year.

Credit Risk
Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an
obligation that is entered into with the Trust. The risk of default on transactions in listed
securities is unlikely, as the trade will fail if either party to the transaction does not meet its
obligation.

While the pooled fund investment may be exposed to credit risk with respect to bonds, the
risk is managed by diversifying fixed income investments by issuer, market, and debt ratings.
The fair value of debt securities includes consideration of the creditworthiness of the debt
issuer. As of December 31, 2022, the bond holdings by credit rating are as follows:

       2022

Percent of
Amount Total (%)

Cash and Short Term Investments $ 10,901,029 13
AAA 18,736,144 22
AA 6,046,665 7
A 17,629,008 21
BBB 23,675,673 28
BB & below 4,513,707 5
Total Mortgages 3,662,065 4

$ 85,164,291 100

       2021

Percent of
Amount Total (%)

Cash and Short Term Investments $ 5,575,372 5
AAA 28,982,681 25
AA 27,232,031 24
A 21,727,668 19
BBB 18,826,764 17
BB 4,039,601 4
Unrated 638,360 1
Total Mortgages 6,939,217 5

$113,961,694 100
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

8. Financial Instrument Risks - (Continued)

Credit Risk (continued)
The Trust also has credit risk to the extent that contributions receivable are not collectible.
The Trust manages this risk by closely monitoring delinquent contributors and ensuring late
contributions and deviations are pursued. The Trust is exposed to credit risk arising from all
of its bank accounts being held at one financial institution.

Liquidity Risk
The Trust is exposed to liquidity risk in the event that investments must be sold quickly. The
Trust's assets are held in bank accounts with one of the major Canadian financial institutions
and can be readily disposed of as liquidity needs arise, assuming orderly markets.

Included in the Trust are also investments in units of pooled funds, which in turn invest in a
diversified portfolio of assets. While the underlying investments of the pooled funds in
mortgages may be exposed to higher degree of liquidity risk, the risk to the Trust is indirect
in nature.

Market Risk
Interest rate risk arises from the possibility that changes in interest rates will affect the fair
value of financial instruments. It arises when the Trust invests in interest-sensitive
investments such as bonds and other fixed income investments.

Included in the Trust are investments in units of pooled funds, which in turn invest in a
diversified portfolio of assets. While the underlying investments of the pooled funds are
susceptible to interest rate risk, the risk to the Trust is indirect in nature.

As at December 31, 2022, had prevailing interest rates on the interest-bearing investments in
the underlying investments of the pooled funds raised or lowered by 1% assuming a parallel
shift in the yield curve, with all other variables held constant, net assets available for benefits
would have decreased or increased, respectively, by approximately $1.7 million (2021 - $5.7
million). The Trust's sensitivity to interest rate changes was estimated using the weighted
average duration of the portfolio. In practice, actual results may differ from this sensitivity
analysis and the difference could be material.

The table below summarizes the exposure to interest rate risks by remaining term of maturity
of fixed income investments held directly by the Trust:

December 31, 2022

Less
than 1 - 5 5 - 10 > 10

1 year years years years Total

Fixed Income Investments $6,131,829 $59,870,497 $13,285,629 $5,876,336 $85,164,291
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

8. Financial Instrument Risks - (Continued)

Market Risk (continued)

December 31, 2021

Less
than 1 - 5 5 - 10 > 10

1 year years years years Total

Fixed Income Investments $7,974,510 $65,628,583 $20,115,095 $20,243,506 $113,961,694

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign currencies. It arises when the Trust invests in underlying funds that invest in foreign
equity investments.

Included in the Trust are investments in units of pooled funds, which in turn invest in a
diversified portfolio of assets. While the underlying investments of the pooled funds are
susceptible to currency risk, the risk to the Trust is indirect in nature.

As at December 31, 2022, had the Canadian dollar appreciated or depreciated by 5% relative
to other currencies, with all other variables held constant, net assets available for benefits
would have decreased or increased, respectively, by approximately $1.4 million
(2021 - $2.0 million). The Trust's sensitivity to foreign currency rate changes was estimated
using the weighted average foreign currency exposure of the portfolio. In practice, actual
results may differ from this sensitivity analysis and the difference could be material.

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,
whether those changes are caused by factors specific to the individual financial instrument or
its issuer, or factors affecting all similar financial instruments traded in a market. If the unit
prices of the equity pooled funds held by the Trust were to increase or decrease by 10%, with
all other variables being held constant, the impact on the net assets available for benefits
would be approximately $2.9 million (2021 - $3.8 million). In practice, actual results may
differ from this sensitivity analysis and the difference could be material. The Trust manages
market risk by diversifying investments, as approved by the Trustees.

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

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

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

Level 3:
For securities valued based on inputs that are based on unobservable market data.
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

8. Financial Instrument Risks - (Continued)

Financial Instruments Fair Value Hierarchy (continued)
The following table represents a summary of investments held by level:

2022 2021

Level 1 - equity pooled funds $ 28,387,883 $ 37,722,290
Level 2 - fixed income pooled funds 85,164,291 113,961,694

$113,552,174 $151,683,984

9. Capital Management

The Trust considers its capital to be its net assets available for benefits (Note 6). The Trust's
objective when managing its capital is to safeguard its ability to continue as a going concern
so it can continue to provide benefits to eligible members. The Trustees monitor the Trust's
financial position to ensure its objective is met.

There have been no changes in what the Trust considers to be its capital and there have
been no significant changes to the Trust's capital management objectives, policies and
processes in the period. The Trust's investment assets are invested in accordance with the
Trust's Statement of Investment Policies and Procedures, established October 2018 and
modified and approved in April 2022 to amend the tolerance range and target allocations of
the permitted investments as disclosed in Note 3.

The investment objective of the Trust is to outperform inflation, as measured by Canadian
CPI, with an acceptable level of risk, recognizing that this objective may increase should the
cash flow profile of the Trust allow for additional risk to be taken. A secondary investment
objective is to compare the Trust's performance to the returns obtained from a benchmark
index made up as follows:

Asset Class Index Target Weight

Short Term Core
Plus Fixed Income FTSE Canada Short Term Bond Index 75.0%

Global Equity MSCI World Net Index ($C) 25.0%

The Trustees monitor the performance of the investment manager of the pooled funds, which
includes but is not limited to semi-annual reviews and ongoing evaluation of performance
relative to standards appropriate to the pooled fund mandate.
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

10. Expenses
2022 2021

Administration fees (Note 11(b)) $ 4,380,109 $ 4,366,739
Bank charges and interest 48,060 45,815
Insurance 180,442 110,174
Office and general 239,796 61,062
Professional fees (Note 11(b)) 1,104,145 1,165,301
Retention fees (Note 11(b)) 8,193,729 6,618,372
Salaries and benefits 281,647 328,214

$ 14,427,928 $ 12,695,677

11. Plan Information

(a) Description of Plan Benefits:

Actual benefits, including conditions and limitations thereto, are governed by the
provisions of the Plan and reference should be made to the Plan documents for more
detailed information.

The benefits of the Plan are provided to eligible members of the Plan and their
dependents and vary based on whether the member is active or retired. Members and
dependents are covered on the date at which the member begins a permanent position
as a CUPE member at an Ontario school board. Temporary and casual members may
not join the plan unless the current local collective agreement provides coverage for
temporary or casual members.

Contributions, benefit costs, and expenses related to retired members have not been
disclosed separately in the statement of changes in net assets available for benefits as
the transactional activities are not deemed to be material.

The benefits of the Plan can be summarized as follows:

(1) Basic Life insurance (insured, refund basis)
(2)  Supplemental (insured, refund basis)
(3) Optional life insurance (insured)
(4)    Accidental death and dismemberment insurance (insured)
(5)   Optional accidental death and dismemberment insurance (insured)
(6)    Global medical assistance (insured)
(7)    Medical (self-funded)
(8)    Dental (self-funded)
(9) Vision (self-funded)
(10)  Paramedical (self-funded)
(11)  Time-Limited health care spending account - Period December 15, 2021 to
August 31, 2022
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CUPE Education Workers' Benefits Trust
Notes to Financial Statements

December 31, 2022

11. Plan Information (Continued)

(b) Administration and Professional Fees

Recipients of administration and professional fees are as follows:
2022 2021

Administration fees
Ontario Teachers Insurance Plan (OTIP) $ 4,380,109 $ 4,366,739

Professional fees
Audit and tax

BDO Canada LLP $ 66,256 $ 54,525
Consulting

Eckler Ltd. 544,992 537,688
BDO Canada LLP 11,426 17,967
The Portage Group 8,758 -
SSQ Insurance 1,726 -
Governance Solutions Inc. - 18,899

Investment service
RBC Global Asset Management Inc. 415,871 383,113

Legal
Goldblatt Partners LLP 37,492 46,318
Koskie Minsky LLP 17,624 98,504
Jesse M. Nyman Mediation and Arbitration - 8,287

$ 1,104,145 $ 1,165,301

Retention fees
Canada Life $ 8,193,729 $ 6,618,372

12. Comparative Figures

Comparative figures have been re-classified to conform with the current financial statement
presentation.
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