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Ce Rapport est Disponible en Francais
Veuillez communiquer avec le Fonds
Bureau de nous faire savoir si vous
souhaitez recevoir cette communica-
tion et d’autres communications du
Régime de pension en francais.

(This Report is Available in French
Please contact the Fund Office to let
us know if you would like to receive
this and other Pension Plan
communications in French.)

CONTENTS

2017 Plan Information at a Glance
Message from the Chair

Plan Governance
The Plan’s Financial Performance
Financial Statement Summary

How the Plan Works
Fund Performance
Major Asset Classes

O ON U1 W NP

BoR R
N B O

Fund Expenses
As Heard from a Member

[y
w

Message from the Executive Director

Membership Data and Benefit Payments

INTRODUCTION

Welcome to the 5" Annual Report for the Musicians’ Pension
Fund of Canada. This report provides Plan members and
beneficiaries with an overview of the Plan’s financial

status as of December 31, 2017. Information about Plan
membership, benefits paid and Plan governance is included.

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.

Our Pension Plan is a Target Defined Benefit Plan



2017 Plan Information at a Glance

The Plan had 14,040 members at the end of 2017.

Over in pension payments were made in
2017. The Fund also paid in termination
benefits and death benefits for the year.

Fund assets at the end of up 523 i
mition

2016 to at the end of 2017.

The Fund’s overall rate of return was 8.3% for 2017.

Administrative for 2017,

representing at year-end.

Total employer $ 6 »
for 2017, compared to $9 million in 2016. /e

Musicians’ Pension Fund of Canada 2017 Annual Report 1



Stanley ). Shortt
Chairman

Message from the Chair

We’re pleased to present to you the Musicians’ Pension
Fund of Canada’s 2017 Annual Report.

An important responsibility of the
Board of Trustees is to make sure
that the Pension Plan’s assets are
managed and invested appropriately
to continue to pay pension benefits
to retirees now and in the future. In
the 2016 Annual Report, | announced
that the Board and its investment
advisers had adjusted the Plan’s
investments to improve investment
results. I’'m happy to report that our
investment rate of return for 2017
improved to 8.3% (compared to 6.2%
in 2016). While there is no guarantee
that this level of return will continue
indefinitely, this is a substantial
increase.

You will find a description of how our
Plan works on page 8. Page 9
describes the Plan’s Statement of
Investment Policies and Procedures
and on page 7 the asset mix as of
year-end 2017.

Please be assured that the Board will
continue to monitor the investment
performance of the Plan’s assets.
The Board is deeply committed to
ensuring the good health of the Plan
for the benefit of retirees, current
members and future members.

At the end of 2018, Ellen M. Versteeg-
Lytwyn, our Executive Director, will
be retiring after a remarkable 46
years with the Fund. In that time, she
has presided over dramatic growth

in the number of Fund members

and Fund staff, and improvement in
Fund administration systems and
processes. The Board and | extend
our deepest gratitude to Ellen for her
dedication, expertise, and patience,
and wish her a wonderful and long
retirement.

We are pleased to announce that

Jill Giustino, the Fund’s long-time
Assistant Executive Director, will

take on the role of Executive Director,
starting January 1, 2019. Jill has

been an integral part of the Fund’s
administrative team for 35 years,

both as a part time student and as

a full time employee, and has deep
knowledge and expertise about the
Fund’s operations. The Board and | are
confident that she is well prepared to
take on this new responsibility and we
wish her well in her new role.

Thank you.
Stanley ). Shortt

Chairman
Musicians’ Pension Fund of Canada
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Message from the Executive Director

As you may know, | will be retiring at the end 2018, so this
will be my last Message from the Executive Director. Jill
Giustino, our current Director of Administration, will become
the Executive Director of the Fund on January 1, 2019.

This is a well-earned and well-
deserved promotion for Jill. We have
worked hand-in-hand for many years.
| have the highest level of confidence
in her capabilities. Jill will be a great
guardian of the Fund and of our
members’ benefits, and will continue
to direct a Fund Office staff dedicated
and devoted to serving our members.

As | reflect on my time here, I’'m
surprised how quickly 46 years has
gone by. | will forever be grateful

to J. Alan Wood, past President of

the Toronto Musicians Association,
VP from Canada, AFofM and a Fund
Trustee. He offered me the invaluable
opportunity to work at the Fund early
in my career. Alan was a wonderful
mentor and taught me how important,
impactful and fulfilling mentoring

can be. I'm especially proud of the
staff | helped develop. It has been

my pleasure to work with and mentor
such dedicated and talented people.
Over the years, | have worked with
many Fund Trustees. | am inspired by
and grateful for their dedication to the
Fund, and their willingness to use their
considerable talents and valuable
experience, especially without
receiving compensation in return.

I’m so proud of the growth of our
Fund. When | started, we had all of 18
pensioners, just $3 million in assets,
four trustees and one investment
custodial manager. We have grown

to almost 3,300 monthly benefit

recipients who receive approximately
$3,400,000 in monthly benefits.

Our assets are now just over

$800 million. We have six trustees
and a staff of nine.

My relationships with and knowledge
of our members and their needs
influenced many of the plan changes
and improvements made during my
tenure. My greatest satisfaction is

the integral part | have played in the
Fund’s development for the benefit of
so many of our members. Ultimately,
we work very hard every day to make
the Fund and the benefits it provides a
great help to our members. | have been
fortunate to meet and get to know so
many of our members. Looking out for
their interests and helping them into

a more financially secure retirement is
our daily motivation.

After all these years, it is the bonds
and friendships | have formed with
the staff, our members, pensioners,
Trustees and professional advisors
that are most important. That will
never change. I’ll keep in touch and
hope to stay involved with the Fund in
some capacity. So, this may not be a
final good-bye but au revoir.

Thank you all for making the last 46
years so professionally and personally
fulfilling and truly such a joy.

Ellen M. Versteeg-Lytwyn
Executive Director
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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 starts with

the Fund’s mission statement:

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.

Visit the Plan Summary page
of the Fund’s website and
click “Download PDF” to
learn more about the Plan.

Plan Governance

Plan governance describes how those involved in
operating a pension plan carry out their responsibilities
and obligations to the plan. It also promotes the timely
and cost-effective delivery of benefits.

BOARD OF TRUSTEES
Board members are independent—

they are not paid for their service to
the Fund.

Among their duties, members of the

Board of Trustees are responsible for:

¢ Hiring and monitoring an Executive
Director. The Executive Director
and his/her staff manage the daily
operations of the Fund and the Plan

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

¢ Monitoring the Fund’s overall
operations and performance.

The Board, whose members are
listed on this page, meets regularly
to ensure proper Plan and Fund
governance. Their work guides the
overall direction, effectiveness,
supervision and accountability of all
aspects of Plan and Fund operations.
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The Plan’s Financial Performance

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 performance” 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, 2017 actuarial
valuation shows that contributions are
sufficient to cover the cost of benefits
that accrued in 2017. 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.
Based on the difference between the
projected and actual experience, the
Trustees identify what changes, if
any, to make to ensure the continued
financial health of the Fund, The
Trustees pay close attention to the
results of each actuarial valuation.
The Fund’s future Annual Reports will
summarize future valuation results.
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ACTUARIAL ASSETS VERSUS
ACTUARIAL LIABILITIES
As of January 1, 2017*

744 729

S in millions

B Assets

B Liabilities

* This was the last filed actuarial
valuation.

From the Last Filed Valuation

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.



Financial Statement Details
To see the Fund’s complete
audited financial statements,
please click on the applicable
Audit Statement on the
Fund’s website:

www.mpfcanada.ca/
resources/audit-statements/

Financial Statement Summary

Legislation requires Trustees to have audited financial
statements of the Fund prepared every year. The following
is an extract from the 2017 audited financial statements.

FINANCIAL STATEMENT SUMMARY Plan year ended
in thousands of dollars DG Tty December 31, 2016

Assets at beginning of Plan year 783,346 766,271

Increase in assets

Increase due to investments
Total investment income — 52,364 41,269
e.g., interest, dividends

Realized gains (losses) on 26,557 9,553
investments — from the sale
of investments

Unrealized gains (losses) on (17,901) 2,353
investments — change in the
value of investments held

Employer contributions 9,659 9,273
Total increase in assets 70,680 62,448

Decrease in assets

o0
~N

Monthly pension benefits 40,225 38,258
Death benefits 182
Termination payments and transfers 2,735 2,014
Plan expenses 4,804 4,919
Total decrease in assets 47,851 45,373
Assets at end of Plan year 783,346
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Our Pension Plan is a Target Defined Benefit Plan

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

as shown in the chart at right.

With this type of plan, your retirement
benefit is calculated using a formula
that’s based on contributions received
from employers on your behalf. Your
benefit also depends on other factors,
such as your age at retirement and 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
and written into collective bargaining
agreements. Since contributions are
collectively bargained, if Plan assets
aren’t enough to pay current or future
pension benefits, it’s not possible

for employers to make additional
contributions to the Fund outside of
collective bargaining. Instead, based
on pension legislation and Plan rules,
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 and are
invested in a diversified portfolio

of assets 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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ASSET MIX
As of December 31, 2017

%

%
M 17
B 254
8.1
11.9
B 69
6.3
6.8
5.6
7.8
3.7
0.1

Canadian Equities
Global Equities
Private Equities
Public Fixed Income
Private Debt
Mortgages

Real Estate
Infrastructure
Hedge Funds
Cash

Other



AFM/CFM

The American Federation
of Musicians/Canadian
Federation of Musicians

PLAYERS AND THEIR ROLES

The American Federation of
Musicians/Canadian Federation of
Musicians (AFM/CFM) negotiate
collective bargaining agreements

with employers. These agreements
provide for minimum/scale wages and
pension contribution rates for various
types of musical engagements.

Locals of the AFM/CFM also enter
into agreements and contracts with
employers in their jurisdiction. Locals
set out a tariff of fees for musical
engagements in their area which may
also include pension contributions.

Employers/Engagers employ
musicians under these various
agreements and contracts and pay the
pension contributions on behalf of the
musicians.

Leaders/Musicians file contracts with
their local. Locals review contracts
and forward to Fund Office with
pension cheques.

Engagers

How the Plan Works

Putting the Pieces Together

Locals of the

Leaders/
Musicians

Musicians’ Pension Fund of Canada
Office Staff administers the Fund by
processing employer contributions
which have been vetted by each local
and forwarded to the Fund office.
Once the contributions have been
credited to participant accounts, the
cheques are deposited with the Fund’s
custodian. Fund office staff also
determine participants’ eligibility for
benefits, pay benefits to members and
beneficiaries, and oversee expenses
for Plan administration.

The Executive Director oversees Fund
office staff and the daily operations of
the Fund including communications
with Plan members.

The Board of Trustees oversees the
work of the Executive Director, hires
and works with outside professionals,
monitors the Fund’s overall operations
and financial performance, and

makes necessary Plan and related
administration changes.

Musicians’

Pension Fund

Outside Professional Advisors
provide expertise and advice to the
Board of Trustees. These include
legal counsel, actuarial services,
investment advisory services, and
Plan audit services.

Custodian provides custody services,
record keeping and valuation of the
Fund’s assets.

Investment Managers are hired by
the Board of Trustees to expertly
invest the Fund’s assets according to
the Fund’s Statement of Investment
Policies and Procedures (S.I.P.P.).
Investment Managers are monitored
closely by both the Trustees and the
Fund’s Investment Counsel.
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Fund Performance

The Fund’s total investment return for the year ended
December 31, 2017 was 8.3%—the Fund benchmark
was 7.8%.

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. (See page 5 for more information about how
the Fund’s investment decisions are made.) A copy of the SIP&P is available by
written request to the Fund Office.

The bar chart at right shows the total Fund return against the benchmark for the
one year ended December 31, 2017 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

Total Fixed Income FTSE TMX CA Universe

Cash & Equivalents FTSE TMX Canada 91 Day T Bill
Canadian Equity S&P/TSX Composite

Global Equity MSCI World (CAD)

Private Equity 10% absolute return

Real Estate CPl + 4%

Infrastructure CPl +5%

Hedge Funds Credit Suisse Hedge Fund (CAD)
Total Fund Composite of above
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INVESTMENT RETURNS
As of December 31, 2017

10.9

8.9
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1year 5 years
%
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Major Asset Classes

One-year and five-year rates of return as of December 31, 2017,

in percentages.

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

than five years.

FIXED INCOME

7.6

4.7
2.5

3.0
u me

1year

B rund
I Benchmark

5 year

REAL ESTATE

8.5 8.4

10.6
I : I

1year 5 year

B Fund

Benchmark

10

CANADIAN EQUITY

10.7 11.2
I 9.1 I 8.6

1year

BN Fund

Benchmark

5 year

PRIVATE EQUITY

20.1 19.3

10 10

1year

Fund
Benchmark

5 year

GLOBAL FUNDS

19.3
. 16.9
i14.4 I

1year

" Fund

Benchmark

5 year

INFRASTRUCTURE
EQUIVALENTS

9.9
8.4 9.4

NA

1year 5 year

Fund
Benchmark

HEDGE FUNDS

8.6
5.3

I-o.5

-6.1
1year

0 Fund

Benchmark

5 year

CASH &
EQUIVALENTS

0.8 0.6 0.6 0.7

1year

0 Fund

Benchmark

5 year
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Membership Data and Benefit Payments

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

PLAN MEMBERSHIP SUMMARY

As of December 31, 2017 2017 2016 2015
Actives 4,560 4,547 4,798
Pensioners and beneficiaries 3,291 3,168 2,992
Vested inactives 6,189 6,275 6,196
Total 14,040 13,990 13,986

BENEFIT PAYMENTS
Over the past three years, the following benefit payments have been made:

In thousands of dollars 2017 2016 2015

Pension payments 40,225 38,258 34,852

Termination and death lump sum payments 2,823 2,196 4,415

The Fund paid approximately $43,048,000.00 in benefits in 2017.

BENEFIT PAYMENTS

B

0.2 38,

w

34.9

2.8 2.2 4.4

[ ] ]
2017 2016 2015
S in millions
Pension payments
Termination and death
lump sum payments
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COMPARATIVE PLAN
MEMBERSHIP SUMMARY
As of December 31, of the year
noted below.

6,275

3,168

6,196 2015 4,798

2,992

2017 2016 2015

- - Actives

Pensioners & beneficiaries
Vested inactives
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Please visit the website,
you’ll find answers to many
questions there.

www.mpfcanada.ca

12

Fund Expenses

The Board of Trustees approves 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 2016
Asset management 2,146
Professional fees 657
Operating expenses 2,117
Total expenses 4,920
Assets at year end IR VAN 783,346
Total expenses as percentage 0.62%

of net assets

2015
2,205
818
2,057
5,080
766,271
0.66%

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 $800 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 a Member

Financial Security for myself and my family is what being a member of

the Pension Plan means to me. I've been a member of the Plan since | was
22 years old (now 23 years later...and counting), and my annual statements
certainly reflect that starting in the Plan early is best. It’s also exciting to

be part of a Plan, in this day and age, where freedom (retirement) at 55 is a
potential reality. | am proud to be a member of this Plan and always strongly
advocate for members of this Plan to get in as many employer contributions

as possible and to start early!

“Freedom (retirement) at 55 is a potential reality.”

LIANA WHITE

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
200 Yorkland Blvd.

Suite 605

Toronto, Ontario M2) 5C1

Telephone: 416.497.4702
Toll Free: 888.462.6666

Email: info@mpfcanada.ca

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

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.


mailto:info@mpfcanada.ca
http://www.mpfcanada.ca

Musicians’ Pension Fund
of Canada
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