ldeal Canadian Pension Plan

Providing good, reliable lifetime pensions to private-sector employees.
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What is the Ideal Canadian Pension Plan?

» A Collective Defined Contribution Pension Plan

* Providing worry-free pensions to Canadians
* Delivering reliable lifetime pensions to private-sector employee
* Doubling expected pensions with the same career contributions
* Adopting the best ideas from around the world
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particularly those facing private sector employers and employees.

The ICPP is a Collective Defined Contribution Plan, designed to provide its members with a reliable
lifetime pension with similar retirement inflation protection and benefit security as enjoyed by Defined
Benefit (DB) Pension Plan members, who are now almost exclusively employed in the public sector.

Throughproper pooled investments and pooled collective payout strategies, the ICPP is expected to

generate substantially higher retirement income than traditional Defined Contribution (DC) pension

plans. In fact, the expense savings during the accumulation and payout phase, the collective payout
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actual lifetime retirement income for the same contributions.

Sound impossible? The truth is that most Canadians pay at least 25% of their contributions to support
service supplier expenses. Efficigatyout strategies are also prohibitively expensive, especially in
G2RIF&Qa YI NJ Sdiablk tb Brfedy these &sues/ résulting in double the pension for career
plan members.

The ICPP has been created for Canadian employees using the best ideas and practices from Canada and
around the world. Variable annuities are used in the US. Collective Defined Contribution Pension Plans
are common in Europe. Many of the ICPP design elements are borrowed from defined benefit pension
plans in Canada.

The ICP#I the product of extensive research and years of expertise within the Canadian pension
industry. We see the ICPP as the future of Canadian pensions in the private sector.



Canadian Workplace Pension Issues?
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Canadian Workplace Pension Issues?

» 3in 4 private sector employees have no pension

A8L
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There is a pension crisis in Canada that must be addressed. One of the most pressing issues is that
three-quarters of Canadian private sector employees have no pension at all. These individuals are at a
very real risk of not having enough income to sustain their standard of living in retirement. Employees
covered by typical DC pension plans also face this threat.

One quarter of familiesearing retirement are at risk of suffering a substantial reduction in lifestyle. We
must offer them the opportunity to increase the retirement income they can provide through their
existing savings.



Canadian Workplace Pension Issues?
» Government, employers and employees need to act

* Employers will not support increased risks or expenses

* Employees in typical DC plans refuse to retire

* Employees cannot manage the many risks facing them
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For employers, pension plans have become too risky and expensive. They are burdened with the
responsibility and cost of increased regulatory, administrative, pension design, advice, human resource
management, and fiduciary duty. All but the very largest of single employers, acting on their own,
should not be expected to provide pension plans to their employees.

Those employers who do offer a DC plan struggle to convince employees to retire when appropriate
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retirement savingwill provide in income, except what an insured annuity will provide, which is just not

enough.

Employees covered by DC plans are also unfairly burdened with a number risks and concerns, not the
least of which is whether they are getting good advice. Regulators have dropped the ball with excessive
focus on many issues that are just not important. We need to do our best to offer Canadians a
reasonable role in their own retirement planning. Their role should not include managing investment
risks, unreliable payouts, longevity risks, and inflation risks. They should instead be able to concentrate
on their retirement goals. The ICPP allows them to do this.



Pensions Canadians Want?
» Peace of Mind in Retirement Planning

* Meet basic needs, maintain standards of living, provide special needs
* Professional support for tangible retirement outcome
* Reduced costs and risks

* Best plan governance, pricing and investment manage%‘went
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Canadian employees want peace of mind when it comes to their retirement.

For most, this means help in understanding what their retirement goals should be. This includes simply
meeting their basic financial needs throughaatirement. Often, it alsancludesbeing able to maintain

their standard of living without having to worry about outliving their savings. Some employedwalso
special needs that must be considered in their plan.

Employees need appropriate guidance and continuing support delivered to them at the right time as
they conduct their retirement planning.

Canadian Employers want pension plans with the lowest possible costs, and certainly reduced costs
from current levels. They also want reduced administrative responsibility, limited fiduciary duty, and no
balance sheet obligations. They need to offer their employees the kind of pension plan that entices,
maintains, and ultimately allows a dedicated member of their workforce to retire when the time comes.

The ICPP gives both employees and employers what they want.



ICPP Aligns with Solution Proposed by WEF
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This chart highlights the fundamental attributes of a Collective Defined Contribution plan, contrasted
with Defined Benefit (DB) and Defined Contribution (DC) plans. The ICPP, which is a Collective DC plan,
aligns with these attributes.

A Collective DC Plan is professionally managed for all its Members, not individually managed by its
Members as in traditional DC Plans.
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The ICPP is Ideal Because...

» Improved Pension Coverage Opporﬂflg‘nities

* Provides access to good pensions for all Canadi
* Large employers can participate
* Small employers can participate
* Self-employed can participate

* Salaried and union employees can participa
* Part-time employees can participate

R-E & A

The current regulatory environment in Canada makes it difficult, if not impossible, to provide cost
effective pension solutions for small employers and the-sgiployed. These Canadians deserve access
to the pension industry. The ICPP offers access to a good pension plan to those who are ostartvise
out of affordable, reliable pensions.

Large employers are increasingly reluctant to sponsor complicated retirement solutions. Their
employees deserve continued access to the pension industry.
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The ICPP is Ideal Because...

» It is not owned by Plan Sponsor

* No corporate balance sheet issues
* Contributions set at agreed level, change only if desired
* Limited employer involvement

* No regulatory involvement

y

“ 4

R-E & A digp Pension Plan | 5/10/2018|

DAGSY GKFG GKS L/tt A& | /2tftSOGABS 5SFAYSR /2y iN
GKS LISyairzy LIy RANBOGte&é¢® ¢KS tIFNIAOALI GAY3I 9Y
contributions to the ICPP as a pension expense only. This means there are no corporate balance sheet
implications. The ICPP is accounted for much like the CPP.

Like any other DC pension plan, the Participating Employer sets contributions and is able to change the
contributions as they see fit.

Unlike a traditional DC plan, the ICPP removes the fidugamernance and administrative burden
from the plan sponsor. The ICPP utilizes a management board which oversees and governs the plan.

Participating employers do not have to report to regulators. The plan administrator completes all
reporting.



The ICPP is Ideal Because...

» Better Benefit Targets

* Members concentrate on meeting retirement needs
* Mandatory CPP Double-Up

* Double-Double (200% of CPP Double-Up)

* Multiple options to meet individual needs

* Benefit security/risk management tailored to each benefit@ption
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ICPP Members focus dimeir retirement lifestyle choiceg their personal benefit targetg and not on

the investment process that supports these targéihisis a paradigm shift from traditional defined
contribution pension plan approaches that require Members to focus on individual investment decision
making.

ThelCPP igdesignedwith several targeted benefit payout optiotisat can be used toneet all of our
aSYoSNEQ L2 TegrRPDbubikyBBRRR,d4he Lifestyle Maintenance Bridge Benefit, the
Lifetime Lifestyle Benefit, the Additional Lifetime Income Benefit, the Extra CasiBErndijt, andhe
Minimum Taxable Benefit payout options are all designed to niteetspecifimeeds of the Members.

For example, the CPP Doule benefit is designed to meeteaS Yo SN & oF &A O FAY Il yOALl -
throughout retirement and is paid through an uninsured variable annuity that provides a lifetime
monthly benefit which is expected to grow with inflation.
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retirement.
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needed to support those targets.
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ICPP Sources of Retirement Income

Lifetime Lifestyle
Maintenance

@RS cPpDouble-

Up Pension

Other Income Extra Lifetime
Streams Income
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TheCPP Doubl&Jp Pensioris the keystone of the ICPPhe CPP Doublép Benefit has been designed
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Other payout options include:

CPP Doubkbouble Twotimes the CPP double up (ideal for higher income earners).

Lifestyle MaintenanceBridge: Allows mostMembers of the ICPP an appropriate target benefit to meet

their expected lifestyle needs at retirement when added to the CPP DaljpBenefit This benefit R
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Lifetime Lifestyle MaintenanceContinuation of the Lifestyle Maintenan&eidge for the rest of a
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Extra Lifetime IncomeAllows a Membertypically a high income Member, to target additional funds to

pay for an insured annuity in an amount that is completely discretion@he ICPP will then invest any
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at retirement
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Minimum Taxable Benefit:Thisbenefit is designed to ensure that the total benefit paid each year
respects income tax act requirements.
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The ICPP is Ideal Because...

» Collective Payout Strategies:
Uninsured Collective Variable Annuity

* More income than insured annuity
* Reasonable inflation protection

* Longevity risk management & | :
n

* Expense control I

* Appropriate investment risk control -
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The CPP Doublgp and the Doubk®double are provided through an uninsured collective variable
annuity. This is one of the features that makes the ICPP so innovative.

Traditional insurednnuities are priced to produce profit and reflect saptimal investments required
by insurers.
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variable annuity provides higher expected payouts. It also guarantees Members receive payments from

the plan for their lifetime withexpected regular inflationary increasdsalso removes the requirement
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ccumulation, Transiti(;'rz and Payout funds

* Focused/appropriate mandates for each fund

* Same fund for everyone with same benefit target
* Materially higher benefits for same contributions
* No direct employer or employee management
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The ICPERlearly distinguishebetween assets that are supporting benefits that are payable later and

assets that are supporting benefits that are payable nohere isan Accumulation Fund for assets

supporting benefits payable later,;amber of Transition Funder assets being transitioned from the
Accumulation Fund into a Payolatind,and a number of Payout Funds to support the various targeted
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Each funchas its owninvestment policy and its assesse managedeparately from all of the other
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Assetsare heldentirely in the Accumulation Fund until the member is within ten years of his anticipated
first payout date At that point the transition beginsThetransition is completed when the assets are
first neededto pay forthey SYo SNRa G NBSGSR o6SySF¥Aadao

All a member has to do is prioritize his targeted benefits, establish his contribution rate and select his

first payout date(s).All investments and transitions will then be automatic under the 10®&mbers

are not asked to make investment choic&here is a single investment for all membexrsS Y6 SNDa Yl &
change their contributions or targets at any time.
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asset class that is expected to provide the lrést adjusted return for any potential benefit target. For

example, the Accumulation Fundiiwvested in equities only given its lotgrm investment horizon (i.e.

longer than ten years).
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mandates for each Fund-or example, the ICPP Accumulation Fonaghdate is to support a true, long
term investment.

Weinvest the accumulation fund usimgK I G ¢S O2y &A RSNJ | Whatdhi§ mékhisiso SG I ¢ &
that we will invest in companies that reasonably represent what we consider to be the right markets

The approach is a rules based active mandate.this Fund, & investprimarily in Canadian

equities.We investin large Canadian companies that are expected to do well over the long Véem.

alsoinvest in large multinational companiggth a Canadian presence thate expected to do well over

the long term.Our Multinational investments represent the global market.

Ourinvestmentsinvolve 60to 80 individual companies at any point in timé/e balanceand rebalance

our investmentsquarterly so that our exposure to each company remains at our stated gohaiswill

cause us to routinely sell some investments that have increased in value and buy some investments that
have decreased in valu&/e buylow and sell high

We choose two leading companidisat we believe have the highest potential long term investment
return from each category defined by W4e activelymonitor the third bestcompany in a categoryWe
selectthe top two companies in each categagd confirm them ateast once a year. We expect most
of the companies on our investment list to remain on the list from year to year butavethe
discipline to review our lists on an ongoing basis.

Our investment manager may elect to invest in only the best company in a ptie décond best
company in a category becomes the besir manager may transitioour investment to that company
over time For some pairs our manager elects to invest in both leading companies.

Our transition funds consist of investments in the Accumulation Fund and the targetedd-sanpgport
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mandates that are specific to that strategy. For example, the Payout Fund supporting the uninsured
variable annuity that is used for the CPP Dotlbjebenefit has an investment mandate that invests

50% in the Accumulation Fund and 50% in the iShares XBB ETF. This means the investments are 50% in

equities and 50% in the universe of Canadian bonds. This is appropriate for a payout strategy that pays
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