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Plan Objectives & Guiding Risk Philosophy

Plan Objectives

“It is recognized that the long-term objective of Members is to maximize the value of benefits
derived from the Plan contributions, subject to an acceptable degree of risk.”

Guiding Risk Philosophy
“As members have differing risk preferences, several investment options are available to allow
members to customize a portfolio to meet their investment needs.

To achieve appropriate long-term investment goals, members should invest in assets that have
uncertain returns, such as Canadian equities, foreign equities and non-government bonds.

However, the overall level of risk can be reduced by diversifying the asset classes within the
Life Cycle funds and, where appropriate, further diversifying within each individual asset class
by Investment Manager.”

J
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Investment Objectives

Life Cycle Funds

To earn a rate of return that exceeds the rate of
return earned on a benchmark portfolio.

Active Managers

1. To generate a return in excess of a benchmark
index, with a level of volatility consistent with the
investment mandate provided to the Investment
Manager.

2. To deliver above median returns over four year
periods relative to an active manager peer
universe. y

Passive Managers

To deliver a total return with a permissible tracking
error of +/-0.1% per year to the relevant benchmark.
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Role of the Pension Committee

Establish and maintain investment policy
* Investment objectives
o Asset mix / manager structure
* Permitted investments

Monitor investment performance versus Plan objectives
* Overall fund
» Individual managers
« Compliance with investment policy

Replace investment managers as required

Members are reminded of their responsibility to periodically review the
portfolio structure of their participation in the Plan and to revise it as
appropriate given their needs.
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Expected Risk/Return Spectrum of Investment Options
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Academic Money Purchase Pension Plan - Utilization by Fund
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Academic Money Purchase Pension Plan - Utilization by Manager
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Prescribed Retirement Income Fund - Utilization by Fund
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Prescribed Retirement Income Fund - Utilization by Manager
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Market Update

Fund Performance up to December 31, 2017
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Market Update (continued)

Growth of $100 CAD over the past 10 years

$287

$161

$157
$111

Canadian Equities represented by the performance of the S&P/TSX Capped Composite Index.

U.S. Equities represented by the performance of the S&P 500 Total Return Index in Canadian dollars.
International Equities represented by the performance of the MSCI EAFE Total Return Index in Canadian dollars.
Canadian Bonds represented by the performance of the FTSE TMX Canada Universe Bond Index.

Cash represented by the performance of the FTSE TMX Canada 91-Day T-Bill Index.

Sources: Standard & Poor’s, MSCI, FTSE TMX Global Debt Capital Markets Am
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Market Update (continued)
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Market Update (continued)

The slowdown in the growth rate of the Canadian economy continued into Q4. The
Bank of Canada declined to raise policy rates any further in Q4 but hiked again in
January — this is expected to be one of 3 rate hikes in 2018. The rebound in the oil
price is supportive but key risks remain, including the fate of NAFTA and the
strength of the currency. We expect moderation in the pace of growth but no great
slowdown.
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Market Update (continued)

Canadian Bonds: Rising yields = negative returns? Not necessarily.

FTSE TMX Canada Universe Bond Index
Yield-to-Maturity (“YTM”) from January 1, 2008 to December 31, 2017

May 1, 2013 to August 31, 2013
YTM increased from 2.12% to 2.75%
Total Return = -3.85% January 1, 2017 to December 31, 2017
YTM increased from 2.14% to 2.47%
Total Return = +2.52%

\

/’

October 1, 2016 to December 31, 2016
YTM increased from 1.71% to 2.14%
Total Return = -3.44%

Source: FTSE TMX Global Debt Capital Markets
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Market Update (continued)

Canadian Bonds: Flattening Yield Curve

Government of Canada Bond Yield Curves

Years to Maturity

Source: FTSE TMX Global Debt Capital Markets
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Market Update (continued)

Canadian Bonds: Credit Spread Compression

_ 1.00%
0.66%
2017 Returns
1.29% -
LA Federal Bonds +0.13%
) Provincial Bonds +4.33%
Corporate Bonds +3.38%

Source: FTSE TMX Global Debt Capital Markets Aw
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Market Update (continued)

“Money is only a tool. It will take you wherever you wish, but it will not replace
you as the driver.”
Ayn Rand

“Money, if it does not bring you happiness, will at least help you be miserable in

comfort.”
Helen Gurley Brown

“Being rich is having money; being wealthy is having time.”

Margaret Bonnano

“Recognizing work-life balance isn’t a woman thing, it's a human thing.”

Meredith Jones
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Appendix —Investment Options Overviews
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Investment Options Overview - Conservative Life Cycle Fund

Fund Structure Conservative Life Cycle Strategy Summary
i u.s.
C%”jﬁg‘ Equities = Most conservative balanced fund option offered.
6.7% . :
ntl 6.7% ’ = Bonds and U.S. equities are passively managed by BlackRock.
Egu;gi/es = Canadian equities are co-managed actively by BlackRock and Triasima.
. 0
» International equities are managed actively by Mawer.
» Performance over the past ten years has exceeded the return of the
blended benchmark of indices.
= All strategies within the Fund are rated “Buy” by Aon.
Bonds
80.0%
Performance
(gross of fees)
10% ===
o — 9.6%
co 8.4% 7.4% '6E?:°/| — J—
=7 5.7% Sl 5.4% — 5.0%
L e B
O% T T T T T I I T T T T 1
-0.7%
-5%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
@ Fund =Benchmark 10-year annualized return is 5.4%
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Investment Options Overview - Balanced Life Cycle Fund

Fund Structure

Balanced Life Cycle Strategy Summary

U.S. = Default balanced fund option.
Equities Bonds
20.0% 400% | = Bonds and U.S. equities are passively managed by BlackRock.
C%”j}ﬂi” = Canadian equities are co-managed actively by BlackRock and Triasima.
20.0% » International equities are managed actively by Mawer.
» Performance over the past ten years has exceeded the return of the
blended benchmark of indices.
ntl = All strategies within the Fund are rated “Buy” by Aon.
Equities
20.0%
Performance
(gross of fees)
20% 15.7%
15.0% i 113% 10.0%
= 8.3% 10.0% — 9.2% :
= 4.7%
O% T T T % T T T | | T 1
-0.7%
-10%
— o
20% | -13.6%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
@ Fund =Benchmark 10-year annualized return is 6.6%
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Investment Options Overview - Aggressive Life Cycle Fund

Fund Structure

u.s.

Aggressive Life Cycle Strategy Summary

Most aggressive balanced fund option.

Equities 28%?,2 . .
26.7% ' = Bonds and U.S. equities are passively managed by BlackRock.
= Canadian equities are co-managed actively by BlackRock and Triasima.
» International equities are managed actively by Mawer.
» Performance over the past ten years has exceeded the return of the
blended benchmark of indices.
Canadian int! = All strategies within the Fund are rated “Buy” by Aon.
Equities Equiti
quities
26.7% 26.7%
Performance
(gross of fees)
30.0% 18.1% 21.8%
g S— 0
15.0% — 8.7% 12.1% 121% (1919 12.|:6'/0 L
|.|:|_| — — 57%
0.0% : — = : . . ' . .
-4.3%
-15.0%
—
-30.0% L -19.7%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
@ Fund =Benchmark 10-year annualized return is 7.2%
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Market Update (continued)

Investment Options Overview - Canadian Equity Strategy
= Actively co-managed by BlackRock and Triasima since December 2013.

= The BlackRock Active Canadian Equity Fund has a quantitative core style investment approach that seeks to
outperform the benchmark in small amounts in all market conditions.

= The Triasima All Cap Canadian Equity Fund utilizes a core investment style that blends quantitative, fundamental and
thematic approaches in order to outperform the benchmark.

» The performance of the combined strategies of the Fund underperformed the return of the S&P/TSX Capped
Composite Index in 2016 & 2017. However, the 10-year annualized returns of the Fund, as well as both BlackRock
and Triasima, have exceeded the performance of the Index.

= Both strategies are rated “Buy” by Aon.

Performance
30.6% (gross of fees)
0 — 18.2% | oo 14.4%
20% 12'|:5,A) 10.7% - 9.0% | = (7 7% '—
I_I e | —
O% T T T | T - T T T 1 ] T T 1
20% -3.0%
-20% ——
25.5% 7. 7%]
| e |
-40%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
OFund =Benchmark 10-year annualized return is +5.6%
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Investment Options Overview - U.S. Equity Fund

U.S. Equity Strategy Summary

= Passively managed by BlackRock.

= Seeks to replicate the performance of the S&P500 Index in Canadian dollar terms.
= Invests in the 500 largest U.S. public companies by market capitalization.

= Has delivered a total return within the permissible tracking error of +/- 0.1% per year to the benchmark in nine of the
past ten years.

= The strategy is rated “Buy” by Aon.

Performance

(gross of fees)
50% 41.2%

| bl

o —
_ i)
21.5%
25% — 13.4% — Rabiiddd 13.8%
[7.4%] 9.0% \Tz,.l_l 8.0%]
= = 1

O% | | T T T T T T T T T 1
-25%
-21.2%

-50%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
OFund =Benchmark 10-year annualized return is 11.1%
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Investment Options Overview - International Equity Fund

International Equity Strategy Summary
= Actively managed by Mawer since August 2014.

= The Mawer International Equity Fund’s investment style is defined as “Quality at the Right Price”. Mawer focuses on
wealth-creating companies which are defined as companies that have a return on invested capital greater than their
cost of capital. It is this difference between return on capital and cost of capital that Mawer believes allows companies
to provide growing economic returns to shareholders. Mawer purchases these companies at what they believe to be
a discount to the companies’ intrinsic value.

= Mawer’s performance has exceeded its benchmark, the MSCI ACWI ex-USA Total Return Index in Canadian dollars,
since being added to the fund lineup. The 10-year annualized returns of the Fund, as well as Mawer, have exceeded
the performance of the Index.

= The strategy is rated “Buy” by Aon.

Performance

(gross of fees)

40% o 7or] (56.1%|
° . 26.1% o] 24.1%

20%

0%

-20%

-40% -—l -30.1%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

®Fund =Benchmark 10-year annualized return is 5.8%
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Investment Options Overview - Canadian Bond Fund

Canadian Bond Strategy Summary

= Passively managed by BlackRock.

= Seeks to replicate the performance of the FTSE TMX Canada Universe Bond Index.
= Invests in Government of Canada, provincial, corporate and municipal bonds.

= Invests only in bonds that are rated investment grade (i.e. BBB or higher).

= Invests only in bonds denominated in Canadian dollars.

= Has delivered a total return within the permissible tracking error of +/- 0.1% per year to the benchmark over the past
ten years.

= The strategy is rated “Buy” by Aon.

Performance
(gross of fees)
15%
10% —
0% - - e — - —{1.6%

-5%
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

B Fund =Benchmark 10-year annualized return is 4.6%
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Investment Options Overview - Canadian Money Market Fund

Canadian Money Market Strategy Summary
= Actively managed by Sun Life and sub-advised by MFS Investment Management
= Seeks to exceed the performance of the FTSE TMX Canada 91-Day T-Bill Index.

» The Fund’s strategy is to protect capital and to maintain liquidity by investing primarily in Canadian dollar-
denominated money market instruments.

= Performance has exceeded the Index in nine of the past ten years.
= The Fund represents the only money market option on the Sun Life platform.

= The strategy is not rated by Aon.

Performance
(gross of fees)

5%

4%

3%

2%

0.7% 0.7% 0.8%| 0.6%

1%

0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
B Fund =Benchmark 10-year annualized return is 1.1%
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Contact List

Raymond AoKi

Senior Consultant

Aon

Investment Consulting
+1.604.443.2539
raymond.aoki@aon.com
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Legal Disclaimer

© 2018 Aon Inc. All Rights Reserved.

This document contains confidential information and trade secrets protected by
copyrights owned by Aon. The document is intended to remain strictly
confidential and to be used only for your internal needs and only for the purpose
for which it was initially created by Aon. No part of this document may be
disclosed to any third party or reproduced by any means without the prior written
consent of Aon.
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