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management employees pension plan

STAKEHOLDER GOVERNANCE SESSION

November 20, 2019




Agenda

Welcome and Introductions Break
Segment 1 2:45—3:00 p.m.
1:30—-2:15p.m.
e MEPP Governance Structure Segment 3
*  MEPB Members and Role 3:00-3:40 p.m.

MEPP Investments

* AIMCo Presentation
Q&A
MEPP Administration

e MEPB Activities
* MEPP Risks, Challenges/Issues/Trends
* Monitoring and Managing Plan Risks

* Q&A o APS Presentation
Segment 2 © Q&A

2:15 — 2:45 p.m.

e Overview of MEPP Segment 4

e MEPP Funding 3:40 - 3:55 p.m.

« QRA * Available Additional Resources
e Investment Performance * Q&A

* Q&A
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At the end of each
segment we will have a
Q&A session; there are
microphones located on
the tables in front of you.



Welcome & Introductions

DEBORAH PO.LNY SONYA JOHNSTON
Board Chair Board Vice-Chair

N

SHANNON PATERSHUK ANDREW TAMBONE
Board Member Board Member Investment Committee Chair
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Introductions - Management Support Team

MATEA MARIC COURTNEY ANDREWS-PECKFORD SAIMA'ASIF
Plan Board Manager Plan Board Specialist Client Relations Director, AIMCo

BRAD BONDY BRENDA PRYSKO LAURENE BELOIN
External Investment Consultant, External Actuary, Client Relations Director,

mﬂlement Consulting Aon Alberta Pensions Services
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SEGMENT 1
Management Employees Pension Board



MEPP Governance Structure

A President of Treasury A
111 Board and Minister of 111

Management Employees

<« - Pension Board ~  ----- >
Alberta Investment Alberta Pensions
Management Company Services
IVice A
- aps
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Governance Structure

MEPP Joint Governance Corporations
President of Plan S C i
A Treasury Board and A an >ponsors orporation
| | I l Minister of Finance i1l >
( Eengsilszeizn ( Employerls Corporation Board
P P pension pfan of Directors
members) employers) l
Corporation
Management
Management | L e
Employees Pension Sponsor Board ]I |l
/ Board . C -
; i }
¥ 4 Alberta Investment Alberta Pensions
Alberta Investment Management Services
Alberta Pensions Company
Management )
Services
Company
| aps
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Board Members and Role

Membership ’ ' ’ 3 GoA Nominees

3 Employee Nominees

1 Non-voting Member

Set General Policy
Guidelines on
Administration

Advise and Consult with Set Investment Policy
the Minister and Monitoring
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MEPP Board Activities

[ Board and Investment Committee meet a minimum of
4 times per year —one day each for IC and Board

Agenda items
include:

Board governance Board mandate in Oversight
and operations legislation responsibilities

Strategic initiatives
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Plan Risks and Challenges/Issues/Trends

Some challenges currently being monitored:

ePlan maturity
The Board eLong-term financial health
e|nvestment returns and risk return trade off

e Geopolitical activity and uncertainty in financial
markets

continually
monitors

challenges and eReduced expectations for future investment
trends that may e earnings

affect MEPP eCash flow and liquidity needs
eGovernance changes
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MEPB Strategic Business Plan 2020-2022

Plan members and employers To provide prudent governance over the
have a pension plan that is Plan’s assets and liabilities as well as
affordable and sustainable ensuring effective Plan administration

MEPP o




Strategic Priorities

1 Effective monitoring of MEPP funding A

’ :
1 Appropriate investment of Plan asset "

 Diligent fiscal management

4 Effective communication = _/ '
0

mw‘"

(d Prudent Plan and Board gove



Monitoring and Managing Plan Risks and Challenges

MEPB Tools For Monitoring and Managing Risks

The Bo_ard in eEnterprise Risk Management Program
consultation with e Investment Policy

the Minister of «Funding Policy

Finance, monitors

and manages MEPP
risks.

eExperience Study

e Asset Liability Study

e Actuarial Valuations
eStakeholder Relations

Key Deliverables 2020-2022

eConduct an experience study

e Conduct a full actuarial valuation

eReview and revise Funding Policy

eReview Investment Policy

eReview service level agreements with APS and AIMCo

e\Work with APS to improve member communications

e Conduct a strategic planning sessions including analysis of external trends

SUDE | 14






SEGMENT 2:
MEPP Funding and Investments




Overview of the Plan

= MEPPIsa Benefits are paid
=7 defined benefit ﬁx) according to a

pension plan formula

MEPP has some of the highest levels of benefit permitted by tax legislation including

1 2 3 4

Pension formula is 2% of Unreduced early Subsidized survivor Cost-of-living

highest 5 yegrs’ average retirement benefit adjustment (COLA)
earnings
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MEPP
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MEPP Funding - How is MEPP funded?

Inputs

Outputs
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MEPP Funding - Summary of Valuation and Accounting Results

Valuation Results — Accounting —

December 31, 2018 Going Concern Financial Position .Funded Status :
o » (going concern basis)
(millions) (millions)
Assets S5,057 $5,061
Liabilities $4,956 $4,391 102%
Actuarial Excess/(Deficit) $101 $670

Valuation Results — Accounting —

December 31, 2015 Going Concern Financial Position ‘Funded SIEUE .
o " (going concern basis)
(millions) (millions)
Assets $3,939 $4,324
Liabilities $4,249 $4,025 92.7%
Actuarial Excess/(Deficit) (5310) $299
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Contribution Rates

TOTAL CONTRIBUTION RATE

Normal Cost Unfunded Liability Total
Based on the Dec. 31, 26.00% 0.00% 26.00%
2018 Valuation
Based on the Dec. 31, 25.04% 4.96% 30.00%
2015 Valuation

CONTRIBUTION RATE SPLIT

Effective Date Employees Employers Total
Based on the Dec. 31, Jan. 1, 2020 12.80% 13.20% 26.00%
2018 Valuation
Based on the Dec. 31, Current 12.80% 17.20% 30.00%
2015 Valuation
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MEPP Investment Performance

Growth of a Dollar — Major Asset Classes

Time Period: 7/1/2009 to 6/30/2019

3.5
3.0
2.5 _-/_____,—__
---'——-"'__
2.0 T A
-———/___-—'— L ’
1.5 = — ——— T
il --_—'_-.:'.-_-'- = — =
l.ﬂ — _______-—-—__,__.
0.5
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
== Bonds 1.7 Canadian Equities 2.3 =—Global Equities 3.3
— Real Estate 2.5 —Infrastructure 2.1 — Private Equity 1.9

* Growth of a dollar, shown for major asset classes the Plan is invested in

e Results vary widely by asset class — impossible to know in advance which asset classes will perform best
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Growth of a Dollar — Overall Plan

Time Period: 7/1/2009 to 6/30/2019

3.5
3.0
2.5
2.0
1.5
1.0
0.5
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
== Total Plan 2.5 —Bonds 1.7 — Canadian Equities 2.3
— Global Equities 3.3 — Real Estate 2.5 — Infrastructure 2.1
— Private Equity 1.9

* Actual plan growth over the last ten years ending June 2019 shown as the dark blue line
* A well-diversified blend of asset classes provides a smoother path

!iilgii SLIDE | 24



MEPP Long Term Investment Performance

10.00%
8.95%
8.34%
7.84%
0,

o 7.34%

6.00% 5.759 2-92%

4.00%

2.00%

0.50% 0.61%
0.00%
lYear -0.17% 4 Year 10 Year

-2.00%
B MEPP m Policy mValue Add

Performance presented net of fees, as at September 30, 2019.
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MEPP YTD Investment Performance

YTD 2019 Q3 2019 Q2 2019 Q1 2019
12.00%
10.00% 9.50%
8.32%
8.00%
6.36%
6.00% 5.73%
4.00%
2.00% 1.96% 1.61% 1.67%
. (+]
_1
T 0 .
-0.43% -0.63%
2 00% -1.18%
L. (+]

B MEPP ® Policy mValue Add

Performance presented net of fees, as at September 30, 2019.
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Investment Performance Comparison

Pension Plan Performance Comparison
Annualized Return as at December 31st, 2018

10.0%

9.4%
9.0%

8.0%

7.0%

6.0% -

5.0% -

4.0% -

3.0% -

2.0% -

5 Years 8 Years 10 Years

B MEPP M SFPP M LAPP MPSPP MBalanced Median

Five, eight, and ten year annualized
returns shown for pension plans
managed by AIMCo. A Balanced Median,
from a universe of Balanced funds, is

Each pension plan has unique liabilities
MEPP performance is represented and risk tolerance, so asset mixes vary

by the dark blue bar by plan, but MEPP ranks favourably for
the measured periods

also shown
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Investment Performance Comparison

Top Canadian Pension Fund Performance Comparison

Annualized Returns as at December 31st, 2018 . .
* Five, eight, and ten year

annualized returns
shown for the largest
public pension funds in
Canada

12.0%
10.0%

8.0% | * MEPP performance is

represented by the dark

6.0% 1 blue bar

* Results vary between
1 pension funds as each
fund has a different
asset mix

e Returns for MEPP have
generally been in line
with this peer group

4.0%

2.0% 1

0.0%

5 Years 8 Years 10 Years

B MEPP mCDPQ OPTrust ®CPPIB EWOPB ®WOTPP BWOMERS MBHOOPP

* Eight years annualized return for CPPIB not available
** bcIMC and PSP do not have December 31 as fiscal year end and therefore results are not comparable

!ii!gii SLIDE | 28






SEGMENT 3:

MEPP Investment Management
A o .




AIMCo Presentation




)

AIMCo Governance Structure AIMCo

(

e Alberta Investment Management Corporation (AIMCo)

o A Crown corporation status effective January 1, 2008; Established by the Alberta Investment
Management Corporation Act

o Statutory purpose of providing investment management service in respect of the Plan funds

o The Operating Protocol and Investment Management Agreement (signed March 1, 2019) sets
out the investment management services for the investment of MEPP funds

o Manages 7 Public Sector Pension plans representing 368,000 Albertans. Collectively, these
plans account for more than $73 billion of AIMCo’s assets under management

o Manages $119.3 billion dollars in assets as at September 30, 2019
o Holds $5.44 billion in MEPP assets as at September 30, 2019
o Must follow the MEPP Investment Policy as determined by the MEPP Board



)

AIMCo’s Role AIMCo

(

 The MEPP Board sets the Plan’s investment policy for the Plan fund in accordance with the
investment standard as outlined in the Investment Management Agreement.

e AIMCo invests MEPP’s assets as per the guidelines set in MEPP’s Investment Policy and makes
security selection decisions to maximize net risk adjusted returns for the Plan

* AIMCo also:
o Measures & reports portfolio performance
o Measures, monitors & reports portfolio risk
o Monitors & rebalances MEPP’s portfolio

o Votes portfolio proxies and considers responsible investment principles in portfolio
implementation

o Provides portfolio reporting

o Provides investment market reporting & insights

o Works with the MEPP Board and the Plan’s External Investment Consultant on Asset Liability
studies



Vision
Enriching the lives of Albertans
By building prosperity, security
and opportunity across
generations.

Financial &
Operational

Core Values LGERUUEL=S
Excellence
Transparency
Humility
Integrity
Collaboration

2019 Corporate Objectives

Investment
Performance

Client
Satisfaction

Doing Business the
Right Way / People

Advance AIMCo’s
Strategic Plan

Execute Against the
Operational Requirements
Resulting from Pension
Reform

Finalize and Implement
our Data Strategy

Advance our Culture of
High Performance

Enhance Our Operational
Efficiencies

Overall Effectiveness of
Risk Management
Program

)

AIMCo

(



)

The Path Ahead - 2020 AIMCo

(

e Client Engagement

* Enhanced client education

e Continued advancement of AIMCo’s investment strategy

* Enhance client/risk management integration

* Integration of artificial intelligence to improve business outcomes

* Respond effectively to legislative change






APS Presentation




L/

/

4
4

I
¢+ Alberta PensioLs Se‘vice‘s ‘ .

/' Guiding the PensionlExpiriehce \

Laurene Beloin, Director, Client Relations ‘
- -

November 20, 2019




WHO WE ARE

1 APS incorporated in 1995 under Alberta’s Business
Corporations Act
Government of Alberta is the sole shareholder
3 Governed by 7-member board, all independent
directors




WHO WE ARE

Manage $6.4 billion in disbursements and receipts
annually

Operate on a 100 per cent cost-recovery basis funded
by pension plans

Pensions Administration Services Agreement governs
the relationship

Among top five largest pensions administration
corporations in Canada




WHAT

Guide the pension experience by:

1

o o W DN

Managing pension contributions

Calculating and paying pension benefits

Collecting, managing and protecting member

and employer information

Providing information to members to support their
retirement planning

Managing risk and regulatory compliance




WHO WE SERVE

Over 370,000 members from 9 pension plans

Our clients (by membership)

LAPP —71% PSPP —23% MEPP — 4% SFPP — 2%

Other Plans (<1%):

* Provincial Judges and Masters in Chambers Registered Pension Plan
Provincial Judges and Masters in Chambers Unregistered Pension Plan
Members of the Legislative Assembly Pension Plan (Closed 1989)

Supplementary Retirement Plan for Public Service Managers

Public Service Management (Closed Membership) Pension Plan (Closed Plan)




WHERE WE ARE GOING

APS Strategic Priorities 2019-2021

Enhance Stakeholder Relationships

Transform Member & Employer Interactions

Elevate Member & Employer Pension Benefit Education

Optimize Service Delivery

Align & Grow Workforce Capabilities

A
A
A
A
A




WHERE WE ARE GOING

APS Business Plan 2019-2021

Key themes for the future

Making the foundation resilient
Examining ways to improve

Leading client service






SEGMENT 4
Wrap-Up




Available Additional Information

MEPP Website (www.mepp.ca) APS Website (www.aspc.ca)
* Plan Features * Information on APS’ services
* Planning for Retirement * Corporation information and publications
* Filed Actuarial Valuations
* Current Strategic Business Plan APS Member Services Centre
e Current and previous Annual Reports and Financial e Personal information changes
Statements

* Contributions management

* Investment Policy and Funding Policy * Member, pensioner and employer information

* Quarterly Investment Reports management

S ThANK

MEP Board
780-391-3584
board@mepp.ca

Member, pensioner and employer communications

Benefit calculations and payments

MEPP Member Services Centre
1-877-889-MEPP (6377) (toll free)

/780-421-1652

memberservices@mepp.ca
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