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Objectives Today

-~ = Requirements of CAP Guidelines
. = How to develop an investment menu
* Maintaining/reviewing investment menu

x Making changes to the fund lineup
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CAP Guidelines
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Intent of the CAP Guidelines

- To outline and clarify the rights and responsibilities of plan
sponsors, service providers and members, and

- To ensure that members are provided the information and

assistance they need to make investment decisions in a capital
accumulation plan.
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CAP Plan Sponsor

Is responsible for:

- Setting up the plan which includes selecting the investment
options (section 2.2.1 of CAP Guidelines)

- Maintaining the plan by reviewing the investment options
(section 6.3 of CAP Guidelines)
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Selecting the Investment Options

Considerations
— Purpose of the CAP
— Number of available options
— Fees associated
— CAP Sponsor’s ability to periodically review the options
— Diversity and demographics of CAP members




Reviewing Investment Options

Section 6.3 of CAP Guidelines
CAP Sponsor is responsible for reviewing investment options:

- At least annually

— Criteria should be developed for the review of each option

e Ifitis a pension plan, the Statement of Investment Policy &
Procedures (SIP&P) should address the review process

e Same criteria used for selection of the options, and
* Frequency and / or triggering events for the review
— Criteria to consider:
e Consistently poor returns compared to industry benchmarks
e Compliance issues
e Personnel turnover
* Investment style drift
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Fund Line Up Changes

— Monitor for improvement

— Stop any further contributions

— Choose alternate similar investment option
— Map over existing assets

— Document, document, document

— Communicate, communicate, communicate
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Selecting the Investment Options

— Degree of diversification among the investment options to
be made available to members

— Liquidity of the investment options, and

— Level of risk associated with the investment option
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Objective of Investment Menu

— Menu that is easy to communicate

— Provides meaningful choice

— Offers different investment mandates:

v Differing investment styles
v Range of risk and reward characteristics




Selecting the Investment Options

Asset Classes Recommended # of Funds

Cash & Equivalents 1 Daily Interest, 1,3, & 5 year GIC
Fixed Income 1 Money Market, 2 Bond, 1 Mortgage
Asset Allocation Funds 5-7

Target Date Funds 5-7

Balanced Funds 2

Canadian Equity 4—-6

Foreign Equity Funds 2 Global, U.S. and International
Sector/Special Equity Real Estate
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Risk / Reward Relationship

= Global Equitiesf.»-
T U.S. Equities .
Canadian Equities /.’
=
=
a
o 4//"/#
o

_~~ Bond
> /,/. Money Market
@) .
S e

Low Risk High



\Y\‘ERN ATION; >
Asset Classes
Cash and Equivalents

— Most common is the Guaranteed Interest Account
(GIA) or Guaranteed Interest Certificate (GIC) type
of investment

— Fixed interest rate is applied on the date of the
deposit and it does not change

— Interest rate applies to the term of the deposit, 1
year, 2 years, 3 years, 4 years or 5 years

— A market value adjustment may apply if the deposit
is redeemed before maturity
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Asset Classes

Equity Funds
Invest in the shares of incorporated companies that
trade on a public stock exchange

— Specific countries — funds invest primarily in stocks
in one country (Canada or the U.S.)

— International — funds invest in stocks in any country
outside of North America

— Global — funds invest in stocks worldwide including
North America
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Asset Classes

Equity Funds

— Shares of companies offer greatest potential for long-term
growth (compared to GlAs)

— More risky than other investments

— Market price of stock/share varies with the company’s
financial performance, general economic conditions, as well
as investor perceptions
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Asset Classes
Equity Funds

— Foreign Equity funds provide an
opportunity to diversify across many
markets and reduce the risks associated
with the health of any one economy and
its stock market

— Risks are associated with political and
current market conditions, in addition to
currency risk




Asset Classes

Sector or Special Equity

= Invest primarily in a specific industrial sector, such as:
— Technology ==

— Precious Metals
— Natural Resources
— Real Estate

— Health Sciences
= Carry greater risk than other equity funds
= Real Estate funds invest in income-producing real property
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Equity Investment Styles

Growth Oriented

- Looking for companies that have superior growth prospects
— Higher P/E ratios, lower dividends

— Capital gains is the primary goal of this investment style

— Often involves buying young companies with high potential
— High turnover of portfolio
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Equity Investment Styles

Value Oriented

— Looking for companies that are under priced
relative to other companies in the same industry

— Generally have lower P/E ratios with higher
dividends

— Buy and hold strategy
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Equity Investment Styles

Blend

= Style neutral
= Mix of both growth and value styles

Core
= Managed around the index

Index

= Securities are bought and sold to replicate the
underlying index or benchmark




Challenge: Investor emotion

$120,000.00 - Balanced Portfolio
60% Equity/ 40% Bond $114,060
$110,000.00

$100,000.00
$90,000.00
$80,000.00
$70,000.00

$60,000.00

$50,000.00
Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10

Portfolio: January 2008 to December 2010- 60% S&P/TSX Composite, 40% DEX Bond

Universe. For illustration purposes only.




Emotional risk

$120,000.00 - Balanced Portfolio 60% Equity/ 40% Bond

$110,000.00 - ¢100, but went to 100% Bonds in March 2009

$100,000.00
$90,000.00
$80,000.00
$70,000.00

$60,000.00

$50,000.00
Jan-08 Jul-08 Jan-09 Jul-09 Jan-10 Jul-10

Portfolio: January 2008 to February 2009 60% S&P/TSX Composite, 40% DEX Bond Universe

Portfolio from March 2009 to December 2010: 0% S%P/TSX Composite, 100% DEX Bond Universe. For
illustration purposes only.




Canadian Equities

Annual Rates of Return

Source: Canadian Institute of Actuaries (1924 to 1955); Toronto Stock Exchange (1956 to 2011)
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Index or Benchmark

— A standard against which the performance of a security,
mutual fund or investment manager can be measured.

— Generally broad market and market-segment stock and
bond indexes are used for this purpose

— TSX / S&P Composite Index is the most widely followed
benchmark of the Canadian market for large company
stocks and the funs that invest in those stocks




CANADIAN LARGE CAP EQUITY

Low {1} High (25)
12
Basad on 3 year standard dieviation of the Fund
UNDERLYING FUND —=
larislowsky Fraser's equity style emphasizes buying long—term growth at a

st - reasonable price. Internal resources are primarily relied on to generate investment ideas.

cz,ﬁum:_.nimﬁmaw gagw | E2chyear, the investment professionals contact and interview more than 200 Canadian

ndustrials 050% | companies. The portfolio focuses on industry leaders with strong balance sheets and

— Finandals 2530% | cash flow as well as depth and quality at the management level.

Energy 2B.20%

Other 10.70% i

Consumer Staples I Jarislowsky Fraser Lid.

Other £.90% .

e s Jarislowsky Fraser — Mgmt. Team
April 1997 £5.791.3 million
As at March 31, 2012}
TD Bank 6.90%
Royal Bank of Canada 6.70%
Bank of Mova Scotia 570%
Canadian Matural Resources 3.90% Gross rates of return are shown before investment management fees have been
Enbridge Inc. 2.80% deducted. The solid area represents the gross returns of the Manulife Fund since its
SNC—Lavalin Group 350% inception in October 2001.
Metro Inc 350% B v ot
Cenovus Energy 3.40% '”"F nr .
TransCanada Corp. 3.30% |_| |—| . |£| o
Canadian National Railway 3.30% =
Foie
T
Fominy Ly AL Foni} st gy AXE RaL) &1 an
* Only full calandar year returns ara shown.,




Fundamental, Bottom—up

Value Core/Blend

Growth

Source: Manufe Investment Management Senvicas

Large

Medium

Smiall

All Cap

This graph shows how a 10,0040 investment in this fund would have changed in value over time, based on gross

ratums.
MLl JF Canadisn Equiy

SAPTEX Totsl Refum

£2¢,000
£24,000
522,000
520,000

F1g5,000

$22 440¢
£20.566

16,000
14,000
12,000

10,000
.I.

2,000 t t t t t
Dec03 De=cds Do DecD9 Do

* For illustrafion purposas only. Includes mutualipooled fund performance as indicated. Actual fund performance could
e axpected 1o vary.

(A= at March 31, 2013)
This table shows the historical annual compound total return of the Fund compared with
the S&P/TSK Total Return.

ML JF Canadian Equity -7.39%  304% 1257% 1.79% 9.67% Ot 2001
S&ERTSX Total Return -9.76% 4.24% 1559% 1.66% -

Ower the long term, this fund is expected to ocutperform the S&P/TSX Total Return Index.
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Asset Classes

Fixed Income

- Funds that hold investments that pay interest
or dividends

— Government bonds including municipal,
provincial, federal and corporate bonds

— A bond holder can expect to receive interest
once or twice per year and the full principal
on maturity. Instrument may be purchased
and sold on the bond market




Volatility meter

FIXED INCOME

Low (1) High (25)
T
|

Basad on 3 year standard deviation of the Fund

Manulife Bond Fund (Addenda)

How the underlying fund is invested

Other
Corporate Debentures
Provindal Bonds

Federal Bonds

13.46%
29.245%
34.95%
22355%

Top holdings within the underlying Fund

{As at March 31, 20012)

Gov't of Canada, 1.50%, March 2017

Province of Quebeac, 2.63%, December 20132
Province of Ontario, 4.50%, December 2012
Province of Ontario, 4.75%, June 2013
Canada Housing Trust, 3.60%, June 2013
Province of Quebec, 4.25%, December 2021
Canada Housing Trust, 2. 70%, December 2013
Gov't of Canada, 1.00%, February 2015
Province of Ontario, 5.00%, March 2014
Canada Housing Trust, 1.85%, December 2016

5.81%
542%
4.97%
4.49%
297%
2.85%
267%
2.56%
2.45%
2.40%

UNDERLYING FUND —> MLI Bond (Pensions)

Objective Investing in a diversified portfolio of bonds, the Fund provides investors with
interest income and safety of principal along with opportunities for moderate capital
growth.

Managed by Manulife Financial
Fund managers Addenda Capital Inc. — Mgmt Team
Inception date March 1988 Total assets $253.0 million

Historical gross returns
Gross rates of return are shown before investment management fees have been

deducted. The solid area represents the gross returns of the Manulife Fund since its
inception in March 1988,

OO wi Bosdd {Asserda)

TOLO &H

100000l

[=T=,
P i Pl ansn amn

% Only full calendar year returns are shown.




Overall past performance
This graph shows how a §10,000 imvestmant in this fund would have changed in value over time, based on gross

returns.
MLl Bond (Addenda)

DEX Universe Eond Total Retlum Index

545,000 $18.621
i i $18.407*
Fixed income style #ie.00n
Rate Yield Sector Fir.oos
Anticipation Enhancement Trading #1&,000
H H H 515,000
514,000
£13,000
£12,000
- 11,000
10,000 t t t ' N
Dec3 Decls Dec? Decls Decli
* For illustrafion purposes only. Includes mutualipooled fund performance as indicated. Actual fund performance could
e expected to vary.
L L L
Source: Manuiife investment Management Services Annual compound returns (s at March 31, 2012)

This table shows the historical annual compound total return of the Fund compared with
the DEX Universe Bond Total Return Index.

Manulife
Since inception
1-year 2-year 3-year 5-year inception date
MLI Bond {Addenda) 7.38%  589% 664%  573% 8.24% Mar 1988
DEX Universe Bond Total 974%  T41%  bB6E% 6.13% -
Return Index

Rate of return expectation
Over the long term, the Fund strives to outperform the DEX Universe Bond Index.
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Asset Classes

Balanced Funds

— A fund that invests primarily in Canadian stocks,
bonds and cash (typical split is 60 / 40)

— The goal of this type of asset is to provide balance
between capital preservation and growth while
minimizing risk




Volatility meter

BALANCED “ode 5481

Low (1) High (25)

T
7

Basad on 3 year standard deviation of the Fund

Manulife Greystone Balanced Fund

How the underlying fund is invested

International Equity
Caszh

Canadian Equity
Bomd
Umnited States Equity

13.04%

2. 255
350.84%
33.18%
13.69%

Top holdings within the underlying Fund

(s at barch 31, 2013}

Canada Housing Trust, 1.33%, Saptember 2016
TD Bank

Canada Govt, 0.75%, May 2014
Bank of Nova Scotia

Sumcor Energy

Bank of Montreal

Goldoorp Inc.

Canadian Matural Resources
TransCanada Corp.

Mational Bank of Canada

175%
2.92%
2.56%
2.05%
1.82%
1.69%
1.66%
1.55%
1.34%
1.31%

UNDERLYING FUND — Greystone Balanced

Objective The Greystone Balanced Fund seeks superior long—term total returns (current
income and capital appreciation) by investing in a balanced portfolio of equity and fixed
income asset classes, including foreign eguities.

Managed by Greystone Managed Investments Inc.
Fund managers Greystone Mgd. Invest — Mgmt Team
Inception date January 1993 Total assets $1,158.0 million

Historical gross returns

Gross rates of return are before investment management fees have been
deducted. The solid area represents the gross returns of the Manulife fund since its
inception in March 2007. To provide further historical information, the shaded area
represents the returns of the underlying fund for the period before the start date of the
Manulife fund.

ML Crwyretons Sakerosd

Greystons Salenosd
A
132
1313 na
10
. |

™ 50 5% 42
10
are

o AT AL -] pn ] ! SAE e ] &0 am

* Oy full calendar year returns are shown.




Overall past performance
This graph shoss how @ 310,000 imestmant in this fund would have changed in value over time, based on gross

returns.
ML Greysion: Ealanced
EBlend: ML Greysione Balanced
I Crepcions Salanced
. - A §17.196
Primary investment process 517,000 $17 608
Fundamental, Bottom—up #1500
®15,000
- L] L] L] i14lm
Equity style and capitalization $13,000
Valuz Cora/Blend Growth #1000
11,000
. LEI'EE- 10,000
9,000
Medium Dz Cmcas Cemchi Decig D=l
* For illustrafion purposes only. Includes mutualfpooled fund performance as indicated. Actual fund performance cowld
Small b axpected to vany
Al Cap
Annual compound returns s atMarch 31, 2012)
Source: Manufa Investment Management Services This table shows the historical annual compound total return of the Fund compared with
the composite benchmark, as outlined in the Rate of return expectation below.
Fixed income style ‘Manulife
Rats Yield Sect Since inception
Anticipation Enhancement Trading 1-year 2-year 3-year 5-year inception date

MLl Greystone Balanced -1.35% 491% 9E88% 161% 1.61% Mar 2007

H H H

Blend: ML Greystone 1.22% 609% 11.10% 2.44% -

Balanced

Rate of return expectation

Owver the long term, this fund is expected to outperform a benchmark comprised of the following:
L L L - 37.0% DEX Universe Bond Index

- 35.0% SEPTSX Composite Index

Source: Manulfe Investment Management Servicas - 12.5% S&F 500 Index ($ Cdn)

- 12.5% MSCI EAFE Index (§ Cdn)
3.0% DEX 91-Day T-Bill Index

Mote: All rates of returm are shown before investment management fees or tamas
have been deducted.
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Asset Allocation Funds

— A single fund solution
— Provides diversification within the single fund

— Offers a spectrum of risk to satisfy conservative
through aggressive investors

— The fund is systematically rebalanced to remain
consistent with the asset mix strategy
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Asset Allocation Funds

Benefits to Plan Members:

— Diversification within a single fund
— Easy to use and manage

— Maximizes long-term return balanced with personal
investment objectives and risk tolerance

— Discourages emotion-based market-timing decisions
— Makes tracking performance easier with only one fund




Volatility meter

Low (1) High (25)

P

Basad on 3 year standard deviation of the Fund

ASSET ALLOCATION

Manulife Aggressive Asset Allocation Fund

How the fund is invested

Canadian Equity

Raal Estate

LL.5. Equity

— International Equity

Top Target Allocation of the Fund
ML Cdn Large Cap Value Eq (MAK)
ML U5, Lange Cap Val (T. Rowe)

ML U5, Div Grwth Eg (Wellington)
MLl Pure Canadian Equity Grw (MAR)
MLI Canadian Equity (Greystone )

MLl Canadian Equity Value (SR)

MLl Cdn Large Cap Growth Eq (MB)
ML Wiorld Investmeant (Mawer)

MLl Canadian Small Cap Value (FGF)
ML Cdn Growth Opportunities (MAR)
MLI Emerging Market Value (DFA)

MLI Intermational Eq (Templeton)

MLl Canadian Real Estate Investment
MAM US Equity Index Pooled

kA EAFE Equity Index Pooled

Mah Canadian Equity Index Pooled

LE.OO0%

. 00%
20.00%
18.00%

17.00%
8.50%
8.50%
7.50%
7.50%
7.00%
7.00%
5.50%
5.00%
5.00%
5.00%
5.00%
4.00%
2.00%
2.50%
2.00%

Objective The Manulife Aggressive Asset Allocation Fund is managed fo provide long-—
term growth of capital with no consideration given to current income. This fund is
diversified by asset class and investment styles with the objective of achieving superior
risk—adjusted returns over the long term. This fund will generally maintain 100% of its
investments in equity funds though each segment may vary up to 10% from time to time.

Managed by Manulife Financial

Fund managers ‘arious (please refer to Top Target Allocation of the Fund on this page)

Inception date February 1999 Total assets §460.8 million

Historical gross returns

Gross rates of return are shown before investment management fees have been
deducted. The solid area represents the gross returns of the Manulife Fund since its
inception in February 1999,

O sl sgpressive st Aot

J:& 115 ﬁl%lﬁllﬂl_lﬂ_ il ] |_||£| -£0

oo ird AL i oo froni L] A0 ANE F i) rujli} amn

* Oy full calendar year returns ana shown.



Overall past performance
This graph shows how a 510,000 investment in this fund wouwkd have changed in value over time, based on gross

ratums.
MLl Aggressive Ascel Alocabion
— e ML AgQresshe Assel AllccaBion
20,000
Primary investment process 518,000 17143
Multi-manager — 516,978
- - - - i14lm
Equity style and capitalization —
Value Core/Blend Growth
10,000
Large £5.000
Medium s DE-::I:IJ D\:il:EIE- Dec[ﬁ"l u:cn-sl Dﬂl.—H
* For illustrafion purposas only. Includes mutwalfipooled fund performance as indicated. Actual fund performance couwld
Small he axpected to vary
. All Cap
Annual compound returns szt March 31, 2012)
Source: Manuifa investmeant Management Servicas This table shows the historical annuwal compound total return of the Fund compared with
the composite benchmark, as outlined in the Rate of return expectation below.
Manulife
Since Inception
1-year 2-year 3-year S-year inception date
MLl Aggressive Assat =516% 4.81%  1567% -0.36% 6.42% Feb 1959
Allocation
Blend: ML Aggressive Asset  —4.26%  5.23% 1444%  0.06% -
Allocation

Rate of return expectation
Over the long term, the Fund attempts to outperform a bemchmark portfolio that is comprised of the

following:

- 60% S&PTSX Total Returm Index
- 20% 5&P 500 Total Return Index (% Cdn)
- 20% MSCI EAFE Total Return Index ($ Cdn)




Strategic Asset Mix

Expected Return

60%

40%

40%

60%

[ Equity
L] Fixed Income

100%

Expected Risk
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Target Date Funds

— A single fund solution

— Based on plan member’s investment time horizon
or retirement date

— Diversification within a single fund

— Fund allocation shifts to become more conservative
as plan member approaches retirement (referred
to as lifecycle movement)
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Target Date Funds

Benefits to Plan Members:

— Diversification within a single fund
— Easy to use and manage

— Maximizes long-term return balanced with target
retirement date

— Discourages emotion-based market-timing
decisions

— Makes tracking performance easier with only one
fund




Automatic Rebalancing

Retirement
Fund

. Equity . Fixed Income

Retirement
Income Fund




Lifecycle Movement

100%
80% -
60% -
40% -
20% - [ Equity O Fixed Income

OD/D I I I I I
35 30 20 15 10 5 0

Relative Portfolio Weight

« Years to Retirement >




Volatility meter

Low (1) High (25)

msufficient history to produce a volatiity rating

TARGET DATE

Manulife Retirement Date 2040 Fund

How the fund is invested

Fimed Income

Roal Estate

L5 Equity
Canadian Equity
— Intarnational Equity

Mortgage

Top Target Allocation of the Fund
ML Cdn Large Cap Value Eq (MAM)
ML LL5. Large Cap Val (T. Rowe)

ML LS. Div Grwth Eq (Wellingtomn)
MLl Canadian Equity (Greystone )

kALl Pure Canadian Equity Grw (MAR)
MLl Canadian Equity Value (SR)

MAM Strategic Income Poolad

ML Wiorld Investment (Mawer)

ML International Eq (Templeton)

ML Emerging Market Value [DFEA)

MLl Cdn Large Cap Growth Eq (ME]
ML Canadian Small Cap Value (FGP)
ML Cdn Growth Opportunities (MARM)
MAM US Equity Index Pooled

MLl Cznadian Real Estate Investmeant
ML Cdn Bond {MARM)

MAM Canadian Equity Index Pooled
ML Morigage Backed Fund (MAR)
hAAM EAFE Equity Index Fooled

ML Fixed Income Plus (AB)

13.94%
318%
19.29%
45.80%
15.34%
2.45%

12.36%
7.90%
7.90%
6.48%
6.48%
6.48%
5.74%
4.53%
4.53%
4.18%
3.89%
3T7T%
3T7T%
3.49%
318%
267%
2.59%
2.46%
2.09%
1.85%

Objective The Fund is managed to provide a balance between current income and
growth of capital, with emphasis on growth of capital. This fund is diversified by asset
class and investment style with the OE'Ectr.re of BCI?I'IE"HHQ superior risk—adjusted returns.
The Fund will commence with approximately 85% in equities, while the remainder of the
Fund will be invested in fixed income, mortgages and money market investments. The
Fund's asset mix will gradually decline to approximately 35% in equities in the year 2040.

Managed by Manulife Financial

Fund managers ‘arious (please refer to Top Target Allocation of the Fund on this page)

Inception date November 2005  Total assets MN/A

Historical gross returns

Gross rates of return are shown before investment management fees have been
deducted. The solid area represents the gross returns of the Manulife Fund since its
inception in November 2005.

No graph based on inception date

* Only full calendar year returns are shown.




Primary investment process
Multi-manager

Equity style and capitalization
Valu= Core/Blend Growth

Large

Medium

Smiall

. All Cap

Source: Manuife Investmeant Management Sendcas

Fixed income style

Rate Tield Sector
Anticipation Enhancemeant Trading

HH]

Source: Manuifa Investmeant Management Sendcas

Overall past performance
This graph shows how a 310,000 imvestment in this fund would have changed in value over time, based on gross

returns.
S L) Rebremsent Date 2040 Fund
— Biend: MLI Regr=ment Dale 2040

14,000

313,000 £12, 854
$12.822

12,000
11,000
10,000

55,000

==, 000-—+ + t t
Decos DecE D7 Decls: Decs Decin Decli

* For illustrafion purposes only. Includes mutualipooled fund performance as indicated. Actual fund performance cowld
e axpected to vary

Annual compound returns s at march 31, 2017
This table shows the historical annual compound total return of the Fund compared with
the composite benchmark, as outlined in the Rate of return expectation below.

Manulife
Since inception
1-year 2-year 3-year 5-year inception date
ML Retirerment Date 2040 — - — — - Mov 2005
Fumnd
Blend: MU Refirement Date  -2.04% 5549 13.13% 0.38% -
2040

Rate of return expectation
The benchimark fior this fund is adjusted annually. As at January 1, 2012, the benchmark is as follows:

- 16.4% DEX Universe Bond Total Return Index
- 50 2% S&PTSX Total Returmn Index

- 16 7% MSCI EAFE Total Returm Index ($Cdn)
- 16 7% S&P 500 Total Return Index ($Cdn)
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