CPP
BOARD Looking to the Future with Confidence:
Helping Sustain the CPP for 17 Million

Canadians

Robert M. Astley,
Chair, Board of Directors

David F. Denison
President & CEO

lan Dale
Senior Vice President, Communications & Stakeholder Relations

We're very pleased to welcome you today for the CPP Investment Board’s 2010 public
meeting.

My name is lan Dale and | am the Senior Vice President of Communications and
Stakeholder Relations for the CPP Investment Board, or as you will hear us refer to it
in the short form, the CPPIB.

The CPPIB Board Chair, Bob Astley and Chief Executive Officer, David Denison are both
here with me today.

Our public meetings are something we do every two years in each of the nine
Provinces that participate in the CPP. They give us a great opportunity to speak
directly to Canadians about our activities in managing the CPP Fund and for
Canadians to ask us their questions.

With that in mind, we will start off with a presentation focused on the most common
guestions we receive from Canadians. We hope that you will find it interesting,
educational and relevant.

We'll then move into a question and answer session. At that time we welcome your
participation. I'd now like to ask Bob Astley, to start things off.

Thank you, lan. It’s my pleasure to be here today.
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CPP: Foundation of Retirement Security for 17 million Canadians
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Our Mandate Our Goal

Maximize investment
returns without undue
risk of loss

Help secure the future
pensions of 17 million
contributors and beneficiaries
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At the CPPIB, our purpose is to help sustain the health of the CPP for the benefit of
future generations. We do that by investing CPP funds that are not needed to pay
current benefits. Our job is to maximize investment returns without undue risk of
loss.

| joined this unique organization nearly four years ago as a member of the Board of
Directors. | am now honoured to serve as its Chair.

What attracted me to the CPPIB wasn’t complicated. It was knowing that when we
meet as a Board of Directors, we aren’t just representing a relatively small group of
investors. Instead, we are working on behalf of 17 million Canadians — the
contributors to and beneficiaries of the CPP. And we are helping sustain the CPP,
which is the foundation of retirement security for 17 million people.

My role, which | take very seriously is to lead the board in carrying out its
responsibilities. The board approves CPPIB’s strategy and oversees management’s
execution of that strategy. As well, it can also mean overseeing people like David and
lan at the CPPIB, who are working diligently every day to make the very best possible
decisions about managing the Fund’s assets, on your behalf. It can also include
reviewing and approving investment decisions, setting risk limits for the Fund, and
analyzing investment strategies in light of new developments that take place in the
global economy.




The top six questions Canadians have about the CﬁIB
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1. Can | count on my CPP pension throughout my retirement years?

2. Who is looking after the money in the CPP Fund and do governments
influence how you invest?

3. What was the impact of the global financial crisis on the CPP Fund?

a.  Are your investments in private companies, infrastructure assets like
toll roads and buildings too risky for the CPP Fund, when you could
just invest in government bonds?

5. Why do you invest so much outside of Canada?

6. Do you look at environmental and social factors when making
investment decisions?

CPP
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Don’t worry. | am not going to talk to you in detail about my job today. Instead, as lan
mentioned we are going to focus on the top six questions Canadians have about the CPPIB.

1) Can | count on my CPP pension throughout my retirement years?

2) Who is looking after the money in the CPP Fund and do governments influence how you
invest?

3) What was the impact of the global financial crisis on the CPP Fund?

4) Are your investments in private companies, infrastructure assets like toll roads, and
buildings too risky for the CPP Fund, when you could just invest in government bonds?

5) Why do you invest so much outside of Canada?

6) Do you look at environmental and social factors when making investment decisions?

7) I'll answer the first three questions and then hand over to David who will speak to you
about our investment strategy.
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Thanks to the reforms of the mid-1990s, the answer to question number one “can |
count on my CPP pension throughout my retirement years? ” is a resounding Yes.

In 1995, prior to the CPP reforms, the answer would have been No.

Back then Canada’s Chief Actuary predicted that, without changes, the CPP reserve
fund would be gone by 2015. To put that in dollar terms, at the point that the CPP
Investment Board took responsibility for managing the CPP Fund in 1999, the Fund

had assets of just $44 billion, which were diminishing rapidly.

Now 11 years later, the CPP Fund had assets of approximately $130 billion and is
projected to grow to approximately $465 billion in the next two decades.
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According to Canada’s Chief Actuary, the CPP remains sustainable with a 9.9%
contribution rate over the 75 year period covered by his most recent report. He
confirmed this as recently as October 2009, after the worst of the global financial
crisis.

The health of the CPP is a tremendous source of strength for Canada.

Given our important mission, the 17 million Canadians who are depending on us
inevitably also want to know about the safeguards in place to protect the funds.




Question 2: Who is looking after the money in the
CPP Fund and do governments influence how you
invest?
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This leads me to question number 2: Who is looking after the money in the CPP
Fund and do governments influence how you invest?

Answering this question requires a whistle-stop tour of how the CPPIB came to be.

The CPPIB was created by federal and provincial finance ministers in December 1997
as part of the successful CPP reforms that solved the funding crisis in the mid-1990s.
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- Canadians agree to contribute more
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« Investment only mandate
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At the time of the CPP reforms, Canadians agreed to pay more in return for having a
sustainable CPP pension. But they also insisted that investment professionals, not
politicians, should manage the assets. This was the defining moment in the reforms
of the CPP and led to the creation of the CPPIB and the governance model we have
today.
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We have a unique governance structure that is designed to strike a balance between
independence and accountability and ensure that we operate at arm’s length from
governments.

A qualified and independent board of directors works with management to map out
our strategic direction and makes the critical operating decisions such as hiring the
CEO and approving investment, risk management, compensation and other policies.

We operate with a strong “investment only” mandate. This means that we cannot do
anything that is inconsistent with our mandate and that the CPP Fund cannot be used
for any purpose other than to pay benefits, invest in its own future growth and
administer the plan.

Not only is our mandate and its supporting governance model written in law, the CPP
reformers went a step further by requiring that these rules can only be changed if the
federal government and two-thirds of the provinces representing two-thirds of the
population agree.
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“Canadians have the right to know why, how and
where we invest their Canada Pension Plan
money, who makes the investment decisions,
what assets are owned on their behalf, and how
the investments are performing.”
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We are accountable to Canadians through the Federal Finance Minister and the
Finance Ministers of each of the participating provinces. We created the disclosure
policy that you can see on the screen. The important idea here is that Canadians
have the right to know crucial aspects of how we manage their CPP Fund. It has
served us well, both at home and abroad.
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Our model that balances independence and accountability has received international
endorsement from leading global organizations such as the World Bank, the
International Monetary Fund, the United States Congress and the Organization for
Economic Co-operation and Development. Most recently, the CPP Fund was held up
as the global gold standard on pension reform at the G8 and G20 meetings.

So there you have it the Coles Notes version of our history —and an explanation of
how we are governed and accountable to Canadians.

10




Question 3: What was the impact of the global
financial crisis on the CPP Fund?
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In the last 18 months, a new question has been top of mind for Canadians — What
was the impact of the global financial crisis on the CPP Fund?

11
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The answer comes in two parts. At the time, yes the CPP Fund did take a hit as a
result of the global financial crisis. But now, just 18 months later, the CPP Fund has
rebounded significantly due to strong investment returns and contributions and is
now at an all time high.

Perhaps more importantly, from a long-term perspective, the recent financial crisis
taught us that our governance model is working and can withstand stress.

There are important safeguards protecting the CPP Fund. CPP assets supporting your
pension are not government money and are segregated from government revenues.
This is an important safeguard that ensures that the funds are not used during tough
economic times for other purposes.

I’'m pleased to report that this has never been an issue for the CPPIB, not even during
the latest financial crisis when other governments around the world such as those in

Ireland, Norway, Mexico, Russia and China dipped into the pension coffers to help
manage through the storm.

I’ll now hand it over to David Denison who will tell you more about CPPIB’s
investments and why they make sense for our portfolio.

12
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Thank you, Bob. Hello everyone.

As the President and CEO of the CPPIB, my task is to lead a team that is committed to making
investment decisions that will help sustain the CPP for future generations.

| joined CPPIB at the beginning of 2005 and we have evolved the organization considerably in the
period since then. We have a challenging long-term mission to invest hundreds of billions of dollars on
behalf of millions of Canadians; however, we have built the capability to do so and are committed to
doing our part to sustain your CPP benefits and those of future generations of Canadians.

All of us within the CPPIB are focused on fulfilling the very clear mandate that was given to us at the
time the organization was created, and that is:

To maximize investment returns without undue risk of loss.

As you heard earlier, the CPP Fund totaled approximately $130 billion at June 30, 2010 and is
estimated to grow to approximately $465 billion over the next two decades. Incorporated in that
growth is the fact that the CPP Fund will continue to receive excess contributions over the next 11
years, after which a small portion of the annual earnings of the Fund will start to be used to pay CPP
pensions. The size of the fund and our time horizon means that our goal is to make investments that
will perform over the very long-term. The most relevant investment time frame for CPP Fund is
literally decades, not the quarterly and yearly focus that drives many investment organizations.

13




Question 4: Are your investments in private
companies, infrastructure assets like toll roads
and buildings too risky for the CPP Fund, when

you could just invest in government bonds?
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This leads me to question number 4: Are your investments in private companies,
infrastructure assets like toll roads, and buildings too risky for the CPP Fund, when you
could just invest in government bonds?

At the time of the CPP reforms in 1996, the entire CPP Fund was in fact invested in
government bonds. While an all-bond portfolio does offer lower risk, it also carries lower
returns, and this was one of the many factors contributing to the realization that the CPP was
unsustainable as then constituted.

One explicit decision taken at the time of the CPP reforms was that the CPP Fund should be
invested across a much broader range of assets in addition to government bonds, and this
broader investment mandate has been part of the CPPIB’s task since our creation.

In that regard, we certainly believe that we can generate more investment income for the
CPP Fund by investing across a broad range of assets and geographies. As one part of our
diversification strategy, we now have 25 percent of the CPP Fund or more than $33 billion
invested in private assets. This entails looking beyond classic stocks and bonds to find
different types of investments, such as private companies, office buildings, toll roads and
electrical transmission systems.

In investment terms, we are following a strategy of diversification and active management
incorporating an important set of advantages we have as an investment organization.

14
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Before | describe those advantages, let’s look at the results of the diversification
approach over the roughly 10 years since CPPIB’s creation. In our first year of
investing as shows on the left chart, we used CPP contributions to move the fund
away from 100% bonds to include a small component of public equities. As you can
see from the chart on the right, we now have a broadly diversified portfolio by asset
class and geography. For us, it makes good sense not to have all our eggs in one
basket, especially when we have the capabilities and a number of strengths that
allow us to invest successfully across a wider range of investments.

What are those strengths — or as we refer to them — our comparative advantages?

15




Our Comparative Advantages
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Our Long Term View: The fact that we are a very long-term investor governs many of the
investment decisions we make. It also sets us apart from the vast majority of investors.

Why is this an advantage? For one, it means that we can afford to be patient when others
cannot. This means that we don’t need to see immediate returns or be driven by short term
consideration as is the case for the vast majority of market participants, and instead can
make decisions with a view to value creation that will materialize over time. It also means
that the CPP Fund can withstand market swings such as we’ve seen in the last couple of
years.

Certainty of Assets — Another very important factor is the relative certainty of assets. |
mentioned that we will have excess contributions flowing into the Fund for another 11 years
and of course the nature of the Canada Pension Plan itself means that we are not subject to
redemptions that many other investment funds must deal with.

As a result, the CPPIB is in the fortunate position to have a very good sense of the asset base
and cash flows we have available to invest. Unlike many market participants, we were not a
forced seller during the recent market downturn and in fact were able to buy assets at
favourable prices when others were compelled to sell.

Size and Scale — At approximately $130 billion, the CPP Fund is the largest single purpose pool
of capital in Canada and indeed one of the largest and fastest growing pools of capital in the
world. One advantage of size is that we are able to pursue larger transactions where there is
naturally less competition.

The size of the Fund also allows us to build internal investment expertise and sophisticated
technology platforms in a cost-effective way. By having an expert investment team in-house
at the CPPIB we are able to seize opportunities at a far lower cost than would be the case if
we outsourced key investment programs to external investment managers.

16




Question 5: Why do you invest
so much outside of Canada?
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Our investment strategy is focused on putting these advantages to work as we invest
in Canada and around the world, which leads me to question number 5: Why do you
invest so much outside of Canada?

17
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The first point | would make in responding to this question is that we actually have a

lot of Canadian assets in the Fund, approximately $60 billion or 46% of our portfolio.

Our Canadian assets include:

Ownership positions in more than 500 Canadian public companies.

A large portfolio of provincial and federal government bonds.

More than $600 million invested in Canadian venture capital to help young Canadian
companies to grow; indeed we are one of the largest venture capital investors in
Canada.

Infrastructure assets in B.C, Alberta and Ontario.

A $3.6 billion Canadian commercial real estate portfolio that includes landmark
buildings in major cities across the country.

18
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Some of these buildings are shown here and include the: Hillside Centre in Victoria, White Oaks Mall in London,
Ontario and Canterra Tower in Calgary.

In fact, this week we announced that we have invested an additional $232 million in Canadian retail shopping
centres in B.C., Ontario and Quebec.

Canada will always be an important area of investment for us, and a large proportion of the portfolio. Having said
that, our primary goal is to invest where we think we will best be able to generate returns and that requires us to
be global in our investment outlook.

We think that investing in international markets supports our investment mission in four primary ways:

Given that Canada represents less than 3 percent of global capital markets, investing internationally gives us a
much wider range of investment opportunities.

Second, it helps to reduce risk to the CPP. The amount of money that flows into the CPP varies depending on the
health of the Canadian economy. Global diversification offers a source of returns for those times when the
Canadian economy — and correspondingly, CPP contributions — might be in a cyclical downturn.

Third, prudent investments in rapidly growing markets with long term potential like China and India will generate
investment income abroad that can be used to help pay pensions for Canadians here at home.

And fourth, right now — precisely because the Canadian economy is doing better than many other countries —
there is an opportunity for us to make investments outside Canada at advantageous prices that will generate
attractive returns for the CPP Fund over the long-term.

When you boil it all down — diversification by geography — investing in Canada and internationally — helps us to
reduce risk and increase returns.

19




7
Putting the Model to Work: Recent Global Transactions
/ -~

> ‘"\L\
) ‘é

RECENT SIGNIFICANT TRANSACTIONS

PARTICIPATED IN LARGEST PRIVATE EQUITY TRANSACTION IN CALENDAR 2009
IMS Heaith Inc.

‘OUR FIRST REAL ESTATE INVESTMENT IN BRAZIL
Cyrela Commercial Properties

OUR FIRST CANADIAN PRIVATE EQUITY PUBLIC-TO-PRIVATE TRANSACTION
Livingston International Income Fund

‘OUR FIRST DIRECT INVESTMENT THROUGH RELATIONSHIP INVESTMENTS
Progress Energy Resources Corp.

‘OUR FIRST LARGE-SCALE INVESTMENT AS A SOLE INVESTOR
C fras

Group
ro—
) Progas Esogy ‘ QrQIve OUR FIRST PRIVATE INVESTMENT IN INDIA
i Lvi,CSTON y Multiples International Fund (closed April 2010)
= COMPLETED INVESTMENT IN MAJOR TECHNOLOGY COMPANY
Skype Technologies
. SKype
ims UM
4 INVESTMENT IN AUSTRALIAN RETAIL PROPERTIES
Colonial First State Global Asset Management
Multiples
<@ cce

CPP
20 INVESTMENT
BOARD

Copyright © 2010. Canada Pension Plan Investment Beard. Al rights reserved.

In fiscal 2010 we participated in 37 private market transactions with an aggregate
equity commitment of $11.6 billion. In our current fiscal year which is still less
than half completed, we have announced additional investment commitments of
more than $7.5 billion in key private transactions globally.

As this illustration shows, some of these investments included a leading U.S.
healthcare company, prime real estate high growth markets in Brazil, a leading
Canadian logistics company, a stake in an Alberta based energy company and a
global infrastructure company that owns major communications infrastructure
assets in Australia and the UK.
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In May 2010, we made our first real estate investment in New York City and acquired
two office buildings in Manhattan at attractive prices. Since the beginning of 2010,
we have added significant investments in the retail, commercial and industrial real
estate sectors in Canada, the UK and Australia.

We have built the expertise within CPPIB to handle the breadth of these investment
activities and have also established partnerships with other investment organizations
across the globe to take advantage of their experience and capabilities.

All of these investments fit our long investment horizon and we believe, will deliver
attractive long term returns. While we shop around the world and in Canada for
attractive investments, we do so very carefully. For example, it has been our
experience that for every 100 private investment opportunities we consider, we
typically choose to pursue 8 or 9, with only 2 or 3 of them resulting in actual
investments.
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Question 6: Do you look at environmental and
social factors when making investment decisions?
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Which leads me to question number 6: Do you look at environmental and social
factors when making investment decisions?

22




CPPIB Policy on Responsible Investing /

We believe

1. Responsible corporate behaviour on environmental, social and
governance factors (ESG) can generally have a positive influence on
long-term corporate performance.

2. Engagement is effective at improving disclosure of and performance
on ESG issues, particularly for long investment horizon investors.

CPP
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The short answer here is yes, we do take them into account and have been doing so
for some time now. Over five years ago, we were invited by the United Nations to
help formulate the UN Principles for Responsible Investment. It was a privilege to be
involved in helping to establish global standards in this area and our own Policy on
Responsible Investing closely mirrors the objectives of the UN principles.

At the core of this policy which we adopted in 2005 are two key beliefs:

1. Responsible behaviour with respect to environmental, social and governance
factors — ESG, for short -- can generally have a positive influence on long-term
corporate financial performance; and

2. Engagement is an effective strategy to encourage improved disclosure of and
performance on ESG issues, particularly for large institutional investors with a long
investment horizon like us.

23
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The goal of our engagement program is to use our influence as a shareholder to encourage
companies to share more information on the business risks related to ESG factors and how
they are performing in these areas.

What exactly does engagement mean? It means three different things for us in the context
of responsible investing:

First, we use our proxy votes — which is the right that shareholders in public companies have
to vote on important company issues — to support our responsible investing objectives.

Secondly, we support the formation of coalitions whereby we can join together with other
investors to use our collective voice to influence companies.

Thirdly, we speak directly to senior executives and board members of companies in which we
invest.

The kinds of issues we engage with companies on are those that we believe have the
potential to affect investment risk and return. Currently, our engagement activities focus on
three primary areas: climate change, extractive industries practices and executive
compensation. In the year ahead, we will be adding a fourth topic to this list which will be
the business risks inherent in water intensive industries.
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As one example of our engagement work, CPPIB has played a global leadership role in
the Carbon Disclosure Project, which sends out requests for disclosure of climate
change management and Greenhouse gas emissions to companies around the world
each year. We are a sponsor of the Carbon Disclosure Project’s Canadian report,
which highlights best practices in disclosure by Canadian companies. Here, we have
seen significant progress since the project began. In 2009 companies representing
75% of the market capitalization of Canada’s largest businesses responded to our
disclosure request, up over 15% since the report started in 2006.

Our focus for extractive industries is on the range of environmental and social issues
that companies in the oil and gas mining industries need to manage effectively to
help protect long-term shareholder value. Here as well, we are seeing progress. For
example, a number of mining companies we have engaged with are now
implementing standards that are consistent with the Voluntary Principles on Security
and Human Rights which guide companies on how to maintain the safety and security
of their operations while ensuring respect for human rights.

That’s really only a snapshot of the work we do in this area. For a more
comprehensive explanation, | encourage you to read our Report on Responsible
Investing. We have copies available here today and on our website.

25




Conclusion /

1. The CPP is strong and sustainable.

2. We have a high degree of accountability yet operate at arm’s length
from governments.

3. We are a long-term investor and can withstand periods of volatility.
a.  We are putting comparative advantages to work.

s.  We are a very large investor in Canada’s public and private markets
and increasingly in global markets.

6. We engage with companies on ESG issues that have the potential to
affect investment risk and return.
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In conclusion, here is a summary of the answers to the top six questions.

The CPP is strong and sustainable.

We have a high degree of accountability yet operate at arm’s length from governments.

We are a long-term investor and can withstand periods of volatility.

We are putting comparative advantages to work.

We are a very large investor in Canada’s public and private markets and increasingly in global markets.

We engage with companies on ESG issues that have the potential to affect investment risk and return.

Before we move into our Q&A period, | would like to make a few comments related to the current debate around
pension reform in Canada. As you will likely be aware, this issue has emerged once again as a result of the impact of
the financial crisis on private pension plans and retirement savings and amid growing concern from Canadians about
their retirement security.

Various organizations and opinion leaders have introduced a number of proposals aimed at reforming Canada’s
pension system. From our perspective, we would certainly acknowledge that this is a very complex issue and there is
no one perfect solution. Our role has been to act as a resource to the policy makers in their deliberations and we will
continue to do so in the months ahead. The successful reforms of the CPP in 1996-97 are admired by observers
around the world and we have every hope that policy makers will replicate that success and further improve
Canada’s retirement income system.

Let me conclude by saying that Bob, lan and | are grateful that you have taken the time to meet with us today. We
hope you have found our remarks informative and that you feel more secure about your retirement plans as a result.

And now we look forward to any questions you may have. Thank you.
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