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English or French-Your Choice

This Report is available in English and
French. Please contact the Fund Office
to let us know in which language you
would like to receive your Pension Plan
communications.
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INTRODUCTION

Welcome to the Musicians’ Pension Fund of Canada 2015
Annual Report. This report provides Plan members and
beneficiaries with an overview of the Plan’s financial status.
It includes information about Plan membership, benefits
paid and Plan governance.

MISSION STATEMENT

The Fund’s mission is to administer the Plan in a prudent
manner to ensure its long-term viability in order to provide
the best possible retirement benefits to the Fund’s members
and beneficiaries.



2015 Plan Information at a Glance

The Fund also paid $4.4 million in termination and death
benefits for the year.

Fund assets increased S24 million from $734 million at the
end of 2014 to $758 million at the end of 2015.

The Fund’s overall rate of return was 10.8% for 2015 — the
benchmark was 6.2%

Professional fees of $3.023 million and operating expenses
of $2.056 million, totalling just over $5 million for 2015, 0.6 60/0 o

represented 0.66% of assets at year end.

Total employer contributions to the Fund were $8.7 million
for 2015, compared to $9 million in 2014.
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Message from the Chair

Welcome to the Musicians’ Pension Fund of Canada’s

2015 Annual Report.

Since you are reading this Report, it
is likely that you are a Plan member
or a Plan beneficiary. As a member or
beneficiary, it is important to know
there are three major factors that
determine the amount of money
available to pay benefits from

your Plan:

e How much money employers pay
into the Fund on your behalf;

* How much money the Fund earns
from the investments of its assets;
and

* How much the Fund pays in benefits
to retirees and beneficiaries and
future benefit obligations.

Using the past five years as an
example of the impact of these factors
on your Fund, we see that:

¢ Employer contributions have
remained the same;

¢ Volatile market conditions have
generated lower returns on Fund
assets;

¢ Active membership is stable but the
number of retirees has increased
33%; and

¢ The benefits paid to retirees have
increased 50%.

Your Fund continues to have sufficient
assets to pay benefits. However, the
trend of the above factors remains a
challenge. This is where your Board

comes in. As you would expect, Board
members take their role to protect
benefits for pensioners and their
beneficiaries very seriously. Board
Trustees, who are independent and
receive no compensation for their
work with the Fund, continually
monitor the Fund’s performance,

with the guidance of professional
investment advisers and actuaries.
(See page 4 for information about
the Fund’s professional advisers and
actuaries.) With their assistance, the
Board ensures that Fund assets are
invested and diversified appropriately
in a wide range of asset classes.
Investments include those in private
equity, hedge funds, infrastructure,
real estate and opportunities outside
of Canada.

We expect that financial, legislative
and regulatory challenges will
continue to test the Fund’s resilience.
But, please know that your Board
remains vigilant in anticipating

these challenges and taking steps to
professionally address them to the
benefit of your Plan.

Thank you.
Stanley J. Shortt

Chairman,
Musician’s Pension Fund of Canada
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Message from the Executive Director

Welcome to the 2015 Annual Report. Thank you again for
the positive response and support you have all shown for
the annual reports. We hope we can continue to provide
useful information for all of you.

We certainly were faced with some
challenges in 2015. Without a doubt
the biggest challenge was the
introduction of Quebec Bill 34. This
Bill completely changed the legislative
rules applicable to members working
for employers in Quebec.

With very little advance notice

Bill 34 was adopted on April 2, 2015,
effective retroactively to December 31,
2014. Our staff spent the better part of
2015 addressing and complying with
the requirements of the Bill, which
affected a great many of our members
and beneficiaries. We are pleased

to say we are in full compliance with
the legislation, and | would like to
thank the staff for their hard work in
achieving this.

In April 2016, we completed the long-
planned overhaul of our website. Our
new design makes it easier for you

to find the information you want and
need. We hope you are making use of
the new site and that you like it. We
welcome your feedback, so please let
us know. If you haven’t had a chance
to visit, we encourage you to do so:
www.mpfcanada.ca.

| encourage all of you to register your
email so that we can communicate
using this technology, allowing us to
save time and money. You may have
noticed that newsletters are now being
sent by email as well as being available
online, another cost saving measure.

In early 2016, we conducted a brief
online member survey about Fund and
Plan communications. We had a very
strong response rate. We appreciate
the input of the many members who
participated in the survey and will be
working towards implementing some
of the suggestions made.

After twenty years in our current office
space here in the “Atria” we will be
relocating to a new location: 200
Yorkland Blvd, Suite 605, Toronto,
Ontario M2) 5CL. Although we have
been extremely happy here we were
unable to negotiate a satisfactory new
lease. We will reduce administrative
expenses by leasing smaller and
less—expensive office space while

still providing the amenities that

are important to us. We expect to

save approximately $400,000 over
the 10 year lease period. And we are
staying in the area which is so easily
accessible by every mode of transport.

| would like to express my continuing
appreciation to the Board of Trustees
for their hard work and continued
strong support of the Fund and our
Plan, as well as to my staff for their
day-in and day-out dedication and
hard work on behalf of our members
and beneficiaries.

Ellen M. Versteeg-Lytwyn
Executive Director
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We think the best feature of the
website is the “member self-serve”
as you can find detailed information
about your contributions and how
much your monthly benefit will be.

We encourage all of you to

register your email so that we

can communicate your retirement
benefits information online,
allowing us to save time and money.

www.mpfcanada.ca
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Board of Trustees
Stanley J. Shortt, Chair

E. Eddy Bayens, Vice-chair
David . Jandrisch

John G. Sinclair

Harold Redekopp
Bernard LeBlanc

Plan Governance

Plan governance is the system used to organize the roles
and responsibilities of those involved in operating a
pension plan. It also promotes the timely and cost-effective

delivery of benefits.

The Fund and the Plan are overseen by
a Board of Trustees whose members
are independent and are not paid

for their service to the Fund. Among
their duties, the Board of Trustees is
responsible for:

e Hiring and monitoring an Executive
Director to manage the daily
operations of the Fund and the Plan;

¢ Monitoring the Fund’s overall
operations and performance;

¢ Hiring professionals, including
legal counsel, the Plan actuary,
investment counsel and auditors,
to assist where needed.

PROFESSIONAL ASSISTANCE
PROVIDED TO THE FUND

Below is a brief look at the
professional advisory firms that
provide vital assistance to the
Trustees. Each year, the Trustees
review the performance of each firm
to ensure the Fund is receiving the
appropriate and needed counsel.

Legal Counsel

The Fund’s legal counsel is provided
by Koskie Minsky LLP. This law firm

is one of Canada’s leading and most
respected group of legal counselors
for class actions, union-side labour
relations, civil litigation, and pension
and benefits. Koskie Minsky has been
the Fund’s legal counsel for over

25 years.

Actuary and Benefits Consultant
The Fund’s actuary and benefits
consultant is The Segal Company, Ltd.
Segal provides actuarial, benefits
and human resources consulting for
multiemployer funds, public sector
organizations and the private sector.
The Segal Company, Ltd. has been
the Fund’s actuarial and benefits
consulting firm since the Fund’s
inception. Providing local service

to the Musicians’ Pension Fund

of Canada was one of the primary
reasons that Segal Consulting
established offices in Canada.

Auditor

The Fund’s auditor is KPMG. KPMG is
a professional services company and
is one of the four largest accounting
and auditing firms in the world. KPMG
has three lines of services: audit, tax
and advisory. KPMG has been the
Fund’s auditor since the inception of
the Fund.

Investment Consulting

The Fund’s investment consultant is
Ellement Consulting Group. Ellement
is a private, employee-owned,
actuarial consulting firm that has
been providing pension and benefit
programs, administrative services
and investment consulting to clients
across Canada since 1996.
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How the Plan Works

Our Pension Plan is a target defined benefit plan.

This means your retirement benefit
is calculated using a formula that’s
based on contributions received
from employers on your behalf. Your
benefit also depends on how old you
are at retirement and certain other

factors, including the type of survivor

benefit you choose.

Contributions are negotiated

with employers by the American
Federation of Musicians/Canadian
Federation of Musicians (AFM/CFM)
and its Locals. Since contributions are
collectively bargained, if Plan assets
aren’t enough to pay current or future
pension benefits, it’s not possible

for the Fund to recoup the shortfall
from employers. Instead, based on

pension legislation and Plan rules,
the Trustees must change the Plan’s
promised pension benefits based on
affordability, when necessary.

Plan assets are held in trust by an
independent custodian in compliance
with pension legislation. The Fund is
invested in a diversified portfolio of
assets and managed by professional
investment managers.

The Plan complies with the Income
Tax Act (Canada) and the various
provincial pension benefits acts
across the country.
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Musicians’ Pension Plan

To learn more about the Plan,
please visit the Fund’s website
and click on the Plan summary:

www.mpfcanada.ca/summary-plan


http://www.mpfcanada.ca/summary-plan

ACTUARIAL ASSETS VERSUS
ACTUARIAL LIABILITIES
As at January 1, 2014*

645 646

S in millions
I Assets

Liabilities

Fund assets are the money in
the Fund used to pay benefits.
Fund rates of return are the
percentages of increase or
decrease in the Fund’s assets
based on investment results.
While these are important
financial measures, they are not
the Trustees’ sole focus. The
Trustees must also focus on
comparing Fund assets to Fund
liabilities. Fund liabilities are
the costs of benefits.

* This was the last filed actuarial
valuation.

The Plan’s Financial Position

Pension legislation requires the Trustees to conduct an
actuarial valuation of the Plan by an independent third-
party actuary at least once every three years. The valuation
determines the Plan’s financial status and helps ensure that
the Plan is funded appropriately. Results are filed with the
Financial Services Commission of Ontario (FSCO).

“Financial position” is a comparison
of Plan assets to Plan liabilities,
which are the costs of benefits. This
is different from the information
provided by the Plan’s financial
statements, which only show year-
over-year asset changes.

The actuarial valuation also
determines whether annual
contributions are enough to pay for
the benefits accumulating each year.
The January 1, 2014 actuarial valuation
shows that contributions are sufficient
to cover the cost of benefits accruing
in 2015. However, as life expectancy
increases for members, retirees and
beneficiaries, pensions get more
expensive because pension payments
will be made for a longer time. The cost
of pension payments is expected to
continue rising because life expectancy
is forecast to continue increasing.

Actuarial valuations are based on
many assumptions about the future,
including expected investment return,
mortality rates, retirement age, the
number of members who retire and
have a spouse at retirement, etc. The
main reason that legislation requires
a valuation at least once every three
years is that actual experience will
differ from the assumptions made.
Those differences must be known so
that the Trustees can determine what
changes, if any, should be made to
ensure the continued financial health
of the Fund.

The Trustees pay close attention to
the results of each actuarial valuation.
The Fund’s Annual Reports will
summarize future valuation results.
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Financial Statement Summary

Legislation requires Trustees to have audited financial
statements of the Fund prepared every year. The following
is an extract from the 2015 audited financial statements.

FINANCIAL STATEMENT SUMMARY Plan year ended

December 31, 2015 Decerhber 31, 2oi4

733,704 | 688,193
Total investment income —

e 23,102
e.g. interest, dividends 7
Realized gains (losses) on

64,183 27,923
investments — from the sale
of investments 7 7 7 7

Unrealized gains (losses) on 26,869
investments — change in the value
of investments held

Employer contributions 8,740 9,028
Total increase in assets 76,914 86,922

766,271

in thdusandé of doliars

Assets at Vbeginrning of Plan yeaf

Increase in assets
Increase due to investments

Decrease in assets
Mdnthly pension beneﬁté
Death benefits 7
Termination payrﬁents and transfers
Plén expernses 7 7 7

Total decrease in assets

Assets at end of Plan year 733,704
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Financial Statement Details
To see the Fund’s complete
audited financial statements,
please click on the applicable
Audit Statement on the Fund’s
website:

R

www.mpfcanada.ca/resources/
auditstatements
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ASSET MIX
Actual investment mix
As of December 31, 2015

O/D
B 135 Ccanadian Equity
B 152 us Equity
12.3 International Equity
29.2 Bonds
7.2 Real Estate
4.4  Private Equity
12.8 Hedge Fund of Funds
3.6 Infrastructure
2.1 Cash & Equivalents
-0.3 Other

Pension Assets and Investments

The Fund’s assets are invested in a diversified portfolio,

as shown in the chart at left.

ASSET MIX AND DIVERSIFICATION
Asset mix is the allocation of Fund
assets invested among a variety

of asset classes and geographic
regions — it is a key factor in
balancing investment risk and
investment return. (An asset class

is a group of similar securities, such
as stocks, bonds and money market
instruments. Investment risk is the
likelihood of losing money through
investments; investment return is the
likelihood of earning money through
investments.)

The Board of Trustees invests

the Fund’s assets in a number of
opportunities spread across many
asset classes and geographic
regions. This is called diversification.
Diversifying helps minimize
investment risk and maximize
investment return by reducing the
potential impact of an investment
decline in one or more asset classes
and/or geographic regions.

The Fund also diversifies its
investments by using multiple
external investment managers.
The Board chooses investment
managers based on the managers’
expertise with particular asset
classes and investment styles,
among other factors.

Diversifying the Fund’s assets helps
ensure that its assets are invested
prudently to achieve the Fund’s long-
term investment objectives while
managing investment risk.

Legislation also plays a role in how
the Fund’s assets are invested. For
example, the Ontario Pension Benefits
Act limits the percentage of the Fund’s
assets that may be placed in any one
investment. The Income Tax Act also
has rules relating to the investment of
pension fund assets. These rules help
protect the Fund, its assets and, by
extension, members’ benefits.
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Fund Performance

The Fund’s total investment return for the year ended
December 31, 2015 was 10.8% - the Fund benchmark
was 6.2%.

When evaluating the performance of any investment, it is important to compare
the performance against an appropriate benchmark.

By law, the Board of Trustees must establish a Statement of Investment Policies
and Procedures (SIP&P). The benchmarks used in the chart at right are the ones
established in the Fund’s SIP&P. A copy of the SIP&P is available by written
request to the Fund Office.

The 2015 rate of return is good news (as was the case in 2014); however, we do
not expect this two-year result to have an impact on the level of Plan benefits,
given the current financial position of the Plan.

The bar chart at right shows the total Fund return against the benchmark for
the one year ended December 31, 2015 and the five years ended as of the
same date.

DEFINITION OF BENCHMARKS:

A benchmark is a standard against which the performance of an asset class
is measured.

ASSET CLASS BENCHMARK

Bonds FTSE TMX Canada Universe Bond Index
Canadian Equity S&P/TSX Composite Index

US Equity S&P 500 (CAD)

International Equity
Hedge Fund of Funds
Real Estate

Private Equity
Infrastructure

Cash & Equivalents
Total Fund

MSCI EAFE (CAD)

10% absolute return
10% absolute return
10% absolute return

10% absolute return

FTSE TMX Canada 91-day T-bills

Composite of above
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INVESTMENT RETURNS
As of December 31, 2015

10.8

9.4
7.8
6.2

1year 5 years
%

B rund
Benchmark



Major Asset Classes

One-year and five-year rates of return as of December 31, 2015,

in percentages.

Note: “NA” appears for investment classes that have existed within the Fund

for less than five years.

BONDS

6.3 7.4 s
3.5 I.

1year

B Ffund
I Benchmark

5 year

CANADIAN EQUITY

29 723

-5.2

-8.3
1year

P Fund

Benchmark

5 year

US EQUITY

21.6
19.6 19.920.4

1year
Fund
Benchmark

5 year

INTERNATIONAL EQUITY

24.7

19.5

12.8
11.3

1year
Fund
Benchmark

5 year

HEDGE FUNDS

16.8

10.0 10.0

5.7

1year 5 year

P Fund

Benchmark

10

REAL ESTATE

10.0 10.110.0
6.3

1year
Fund
Benchmark

5 year

PRIVATE EQUITY

20.2
17.4

10.0 10.0

1year

Fund
Benchmark

5 year

INFRASTRUCTURE
EQUIVALENTS

23.9

10.0 10.0

NA
1year

Fund
Benchmark

5 year
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CASH &
EQUIVALENTS

0.4 0.6 0.8 0.9

1year

I Fund

Benchmark

5 year



Membership Data and Benefit Payments

Plan membership has increased very slightly over the past
year, as noted in the table and charts.

PLAN MEMBERSHIP SUMMARY COMPARATIVE PLAN
"""" e MEMBERSHIP SUMMARY

As of December 31

20714' ”72013
WL 4,067 4,460
L 2,808 2,690

6861 7,059
TN 13,736 14,209

Active

Pensioners and beneficiaries
Deferred vested
Total

6,196 2015
BENEFIT PAYMENTS

o W

In thousands of dollars ) 27014 20i§
Pension payments 32,997 30,908
Termination and death lump sum payments 4,415 3,412 3,145
The Fund paid approximately $39,266,000 in benefits in 2015.
6,861 2014
BENEFIT PAYMENTS
34.9 2,808
32.9
30.9
7,059
44 3.4 3.1 2,690
2015 2014 2013
S in millions 2015 2014 2013
[0 Pension payments BT Active
Termination and death [ ] Pensioners & beneficiaries
lump sum payments Deferred vested
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Please visit the website,
you’ll find answers to many
questions there.

www.mpfcanada.ca
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Fund Expenses

The Board of Trustees approve an annual operating expense
budget. The Board of Trustees monitors all Fund expenses

on a regular basis to ensure they are reasonable. The

expenses for the past three years are shown below.

EXPENSES

In thousands of dollars

Asset management
Professional fees 818
Operating expenses 2,057
Total expenses 5,080
Assets at year end 766,271

Total expenses as a percentage 0.66%
of net assets

2014
2,261
1,197
1,544
5,002

2013
2,069
1,106
1,402
4,577

733,704 688,193

0.68%

0.67%

In the retail investment marketplace, individuals sometimes pay as much as
three or four times this amount when investing in a balanced and diversified
portfolio similar to that of the Fund. Fees are very low for the Fund because
the Fund is large enough - at over $700 million in assets — to command a low

expense rate. This is good for the Plan, for the Fund and ultimately for

Plan members; a low-cost pension delivery system means more money is

available to pay benefits.
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As Heard from Our Pensioners
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Mary Smith had a long career as
Office Manager at the Toronto
Musicians’ Association and has
been a pensioner of the Musicians’
Pension Fund of Canada for 27

years now. Mary says “The pension
plan’s monthly payments have made
my lifestyle better. It has given me
the extra money to pursue my leisure
activities and to buy those little
extras that make life enjoyable”

“It keeps me going
every month!”

MARY SMITH

FEEDBACK/MORE INFORMATION
Please send the Fund Office your
questions, comments and feedback
on this Annual Report or anything else
related to the Plan:

Musicians’ Pension Fund of Canada
2255 Sheppard Avenue East

Suite A110

Toronto, Ontario M2) 4Y1

Telephone: 416.497.4702
Toll Free: 888.462.6666

Email: info@mpfcanada.ca

Jean-Guy Brault loved his 32-year
career playing the flute for the
renowned National Arts Centre (NAC)
Orchestra and has been a pensioner
of the Musicians’ Pension Fund for

14 years. Jean-Guy says “I think for
musicians, one of the best benefits is
the Pension Plan. Sometimes working
musicians kind of forget about reality.
Reality comes to you eventually you
become older and at some point you
have to leave the business. You want
to be in a sound financial situation
when you do, and the Fund certainly
helps with that.”

“Being financially secure is

as satisfying as succeeding
as a working musician!”

JEAN-GUY BRAULT

Our new address as of October 2016:

200 Yorkland Blvd
Suite 605
Toronto, Ontario M2J 5Cl

Please visit our website for additional
information about the Fund and the
Plan, and for answers to questions
you may have: www.mpfcanada.ca.

Ruth Budd worked, was a
symphonic player and activist in
the symphonic community and has
been a pensioner of the Musicians’
Pension Fund of Canada for 27
years. Ruth says “Thank you to the
wisdom of the people in charge!

“My pension has allowed
me to live with dignity
and freedom!”

RUTH BUDD

DISCLAIMER

The Trustees expect to maintain the Fund
indefinitely. However, they have the right, in
accordance with applicable laws, to change
or cancel any or all benefits under the Fund
for active or retired members and their
survivors and dependents.

This publication was prepared on behalf of
the Trustees of the Musicians’ Pension Fund
of Canada. It provides summary information
about the Fund in plain language. This
publication is not intended to provide
advice. If there is a discrepancy between
this document and the legal documents
that govern the Fund, the legal documents
will apply.


http://www.mpfcanada.ca
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Musicians’ Pension Fund
of Canada

2255 Sheppard Avenue East, Suite A110, Toronto, Ontario M2) 4Y1
NEW ADDRESS AS OF OCTOBER 2016
200 Yorkland Blvd, Suite 605, Toronto, Ontario M2) 5Cl

Telephone: 416.497.4702 Toll Free: 1.888.462.6666 info@mpfcanada.ca www.mpfcanada.ca
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