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RETIREMENT PLAN REVIEW

Changes to the Canada Pension Plan (CPP)

he Canada Pension Plan is designed to provide

basic benefits when a contributor retires. Your CPP

payment is based on how much, and for how long,
you contributed to the Plan, as well as the age at which
you choose to retire. In 2012, the CPP provided an
average monthly retirement pension of $529 to a
maximum of $987.

Changes to the CPP began in 2011 and will continue
through 2016. The purpose of the changes is to allow
more flexibility to members, particularly during the
transition into retirement, as well as
ensure that the plan remains
sustainable for the long term.

Larger increase for delayed retirement. o
While you qualify for your normal CPP K
benefit beginning at age 65, you have !
the option of delaying it until the age of
70. Your normal benefit is increased
permanently for each month you delay
past 65. Previously, this increase was 0.5%/month. From
2011 to 2013, this increase will gradually be adjusted
from 0.5% to 0.7%/month. This means that by 2013, if
you delay your CPP until age 70, your benefit will be
increased by 42%.

Larger reduction for early retirement. Just as you are
eligible to delay your CPP past age 65, you are also
eligible to begin receiving reduced payments as early as
age 60. Previously, your benefit would have been
permanently reduced by 0.5%/month prior to age 65.
From 2012 to 2016, this reduction will gradually increase
from 0.5% to 0.6%/month. By 2016, if you begin receiving
your CPP at age 60, your benefit will be reduced by up to
36%.

Elimination of the work cessation test. Effective January
1, 2012, you no longer have to stop working in order to
begin receiving your CPP before age 65. This allows
members to begin collecting CPP at the reduced rate as
early as age 60 and continue working.

Mandatory contributions to age 65. Voluntary
contributions to age 70. Prior to January 1, 2012, if you
chose to return to work after beginning your CPP pension,
you did not pay further CPP contributions. Under the
changes, anyone under age 65 must continue making CPP
contributions if they are working while
receiving their CPP pension. If you are
working between the age 65 and 70, you
have the option of making CPP
contributions while receiving your CPP
pension. The additional contributions
will increase your CPP benefit each year
through a new Post-Retirement Benefit.

Increased percentage of “low earning
years” allowed. When Service Canada calculates your CPP
benefit, they drop a percentage of the years in which you
had low or zero earnings. This increases your benefit
because it reduces the number of low earning years that
would otherwise weight down your average. Previously,
15% of your lowest earnings were dropped, up to 7 years.
On January 1, 2012, this increased to 16% or up to 7.5
years. In 2014, it will be further increased to 17% or up to
8 years.

It is important to understand how the CPP works and how
changes to it may impact your retirement planning. It is
also important to understand that not everyone
automatically qualifies for the maximum benefit available.
For a statement of contributions and an estimate of your
CPP benefit, members should visit www.servicecanada.ca.

NEWSLETTERS ON-LINE!

Lakehead University Plan Members have access to the Proteus website where you can view
current and past newsletters, Proteus’ performance updates, investment manager presentations

and other pension plan related documents.

PROTEWS

The website is secure.proteusperformance.com/member User ID: Lakehead Password: learning
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Ready to Retire?

hile  some individuals feel

comfortable planning for

retirement, many of you will seek
advice from qualified financial advisors. These
professionals can add tremendous value to
your planning; the question is, what should
you be looking for in a qualified financial
advisor?

Here are a few questions to ask when looking for a
financial advisor:

What are your qualifications? What training and
development do they have and how do they stay
current? Do they hold any designations such as Certified
Financial Planner™ (CFP™)?

What experience do you have? How long has your
advisor been in practice and
with which firms?

RETIREMENT?

retirement@proteusperformance.com

advisor will differ and will depend on
credentials, registration, areas of expertise
and the firm for which the individual works.

Will anyone besides me benefit from your
recommendations? Ask your planner for a
description of their conflicts of interest in
writing.

Can | have it in writing? Ask your advisor to
provide you with a written agreement that details the
services that will be provided and keep for your files.

How wiill I pay for your services? Advisors may charge an
hourly rate, a percentage of your assets under their care
or they may receive a salary or commissions. Whatever
the arrangement, this should be disclosed in writing.

Any qualified advisor should be open and transparent
regarding the above
guestions and happy to

What services do you offer?

provide you with answers.

The services of a financial

lnesee __J

Market Review

he Canadian equity market increased 7.0% during

the third quarter. Gains were led by the materials,

energy, and health care sectors. Small Cap stocks
performed better than their large cap counterparts,
returning 10.2% due to the strong performance of the
energy and materials sectors.

Global equity markets were also positive with the MSCI
World Index returning 3.1% in Canadian Dollars (SC).
Emerging markets rebounded from
last quarter with a 4.1% return.
Markets were supported by the news
that several central banks plan for
further accommodative monetary
policies to spur their weakening
economies. The European Central
Bank stated that they would do
whatever it takes to save the euro.
U.S. equities increased 2.7%, led by

gains in energy and telecom services sectors. The
strengthening of the Canadian dollar versus both the U.S.
dollar and the euro detracted from foreign market
performance.

Fixed income posted positive returns with the DEX
Universe Bond Index increasing by 1.2%. Provincial,
municipal and corporate bonds outperformed the Index
while federal bonds lagged. Long-term bonds outpaced
shorter-term maturities. The Bank
of Canada maintained its overnight
rate at 1.0%, while the U.S. Federal
Reserve left the Fed Funds Rate
target unchanged at 0-0.25% and
extended its interest rate outlook to
mid-2015.
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Investment Structure

Lakehead University Main Pension Plan

Lakehead Pension Total Portfolio — The
pension plan investment structure is
comprised of a number of underlying
investment funds managed by various
investment management firms (see below).
The goal of the investment mix is to provide
long term capital growth and capital
preservation. The Portfolio is currently
invested in Canadian large-cap and mid-cap
equities, Canadian bonds, American large-
cap and small cap equities and International
large-cap and small-cap equities.

Lakehead University Short Term Account

Short Term Account — The Short Term
Account is comprised of one underlying
investment fund managed by Jarislowsky
Fraser (JF). The underlying fund is a money
market fund. Money market funds invest in
short term interest bearing (or discount)
securities of governments, corporation and
other short term borrowers with a time
horizon generally under one-year. The rate of
return for the fund should be consistent with
short term Canadian interest rates.

Underlying Investment Managers

Main Pension Plan

Balanced Funds

Jarislowsky Fraser Total Portfolio — Invests
in the pooled JF Canadian equity and bond
funds. The target allocation is a 50-50 split
between the two funds. The JF Canadian
equity fund emphasizes buying long-term
growth at a reasonable price. The JF Bond
fund is managed based on safety of
principal, conservative duration
management, and optimization of yield.

Letko Brosseau Total Portfolio — Invests in
the Letko Brosseau RSP Balanced and RSP
Equity funds. Equity portfolios typically
consist of 80 to 120 companies diversified by
sector, geography, and individual security.
The process is driven by security selection. In
fixed income the emphasis is on high quality
bonds that meet the objectives of stability
and income. Turnover on fixed income is
approximately 10% per year.

Canadian Equity Fund

CGOV Canadian Equity — Attempts to buy
companies at a sufficient discount to their
intrinsic  values. The companies are
diversified across a minimum of globally
recognized industry sectors with the

mandate limited to 25 companies. The fund
is not expected to exhibit index-like
characteristics.

American Equity Fund

Advisory Research American Small Cap Value
— Focuses on value-oriented companies with
market capitalizations within the range of the
Russell 2000 Value Index at time of purchase.
Bottom up stock selection is utilized.

Global Equity Fund
State Street Global Advisors (SSgA) — A
portfolio of primarily large capitalization

global equity stocks that is intended to match
the return on the MSCI World Index.

International Equity Fund

Dimensional International Small Cap Value —
Invests primarily in securities of small-cap
international (non-U.S.) companies.

Fixed Income Fund

Addenda Bond Fund — Invests in a diversified
portfolio of bonds and provides investors
with interest income and safety of principal
along with opportunities for moderate
capital growth.

Lakehead’s
Investment
Structure
and
Managers
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Investment
Strategy

Long Term Investing

apital Markets are

unpredictable over short time

periods, making attempts to
shift between asset classes and ‘time
the market’” difficult for even
professional investors. Because of
short-term volatility, a well diversified
portfolio and a long time horizon
generally offer the best protection
from fluctuating markets.

A long term investor typically does not
focus on poor performance in any
given year. Instead, they review their
strategy and consider whether the
investment still fits with their long term
objectives. If you are a long way from
retirement, a mix of stocks and bonds
may be prudent. If you are close to
retirement, a more conservative
investment approach may be
appropriate as there is less time to
recover investment losses. If you are
unsure of the best strategy for you, you
should seek independent professional
advice before making your investment
decisions.

Performance Summary

Period Ending September 30, 2012
1 year 3 year 4 year 10 year

Lakehead Pension Total Portfolio 10.4 5.9 5.9 7.5
Benchmark 9.6 5.9 5.7 6.8
Lakehead Short Term Account* 1.2 n/a n/a n/a
Benchmark 0.9 n/a n/a n/a

Returns are shown before fees unless indicated. Past performance of a fund is not necessarily indicative of future perfor-
mance.

*Performance shown is for the underlying pooled fund.

Plan Governance

Plan Governance is handled by the Pension Board and Pension Advisory
Committee.

The Professional Plan is administered by the Pension Board which is
advisory to the Board of Governors. The Pension Board consists of the
following members:

— Two Members of the Faculty (Bargaining Units #1 and #2);
— One Pensioner;
— One Member of Non-Faculty Staff; and

— Two persons chosen by the Board of Governors.

The Employee Plans is administered by the Pension Advisory Committee,
which is advisory to the Board of Governors of the University. The
Committee consists of:

— Two members appointed by the Board of Governors;
— One member of each bargaining unit;
— One member of non-union staff; and

— One member of non-union Technical staff.



