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JURISDICTIONAL INFORMATION:

Pursuant to Section 5.1 (b) of the Business Board Terms of Reference, the Business Board has
responsibility for reviewing regular reports on matters affecting the finances of the University
and on financial programs and transactions. The Business Board accepts annual reports and
financial statements for incorporated ancillaries.

GOVERNANCE PATH:
1. Business Board [For Information] (April 26, 2022)
PREVIOUS ACTION TAKEN:

The 2021 financial statements were approved by the UTAM Board at its meeting of March 18,
2022.

HIGHLIGHTS:

In 2021, UTAM managed three distinct portfolios of assets under investment management
agreements between the University and UTAM:
e Long-Term Capital Appreciation Pool (“LTCAP”), which consists of certain endowment
assets of the University of Toronto as well as other long-term assets;
e Expendable Funds Investment Pool (“EFIP”), which consists of short-term working
capital assets of the University; and,
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e University of Toronto Master Trust (“PMT”), which, up until June 30, 2021, consisted of
the assets of the registered pension plan for University of Toronto employees. On July 1,
2021, the University of Toronto’s pension assets became part of the combined holdings
governed by the University Pension Plan Ontario (UPP), a new entity jointly sponsored
by the University of Toronto and two other Ontario universities. Decisions with respect to
the investments of these pension assets became the responsibility of UPP’s Board of
Trustees as of that date. Effective July 1, 2021, the University was appointed agent of the
UPP Board of Trustees to provide investment services with respect to the pension assets
in the PMT (and member services with respect to pension administration), and the
University entered into an investment management agreement with UTAM to provide
those investment services on its behalf. The agency agreement with respect to investment
services and accordingly, the investment management agreement with respect to pension
assets, terminated on March 31, 2022.

UTAM, which was formed in April 2000, is a separate non-share capital corporation controlled
(effectively owned) by its members who are appointed by the University of Toronto. UTAM is
registered with the Ontario Securities Commission in the category of Portfolio Manager.
UTAM’s primary mandate is to manage, or see to the management of, the investment funds that
are delegated to it by the University of Toronto. Its annual report and audited financial
statements reflect its January 1st to December 31st fiscal year, which is typical in the investment
industry.

Investment Performance

The University has established investment targets for PMT and LTCAP at an annual investment
return of 4.0% plus the increase in CPI, net of fees and expenses, over ten year periods. For the
year ending December 31, 2021, the target investment return (including CPI) net of fees and
expenses was 8.8% (2020: 4.7%). The actual investment return for the year was 15.0% (2020:
11.7%) for PMT and 14.9% (2020: 11.6%) for LTCAP. The actual investment return for the
Reference Portfolio was 10.2% (2020: 11.8%). (Note that the Reference Portfolio is a theoretical
passive portfolio that assumes a traditional 60%/40% equity/fixed income asset allocation and
does not include any allocation to alternative assets or strategies).

In 2021, the actual PMT return earned by UTAM was higher than the Reference Portfolio return
by 4.8% (15.0% - 10.2%) and higher than the target return by 6.2% (15.0% minus 8.8%). For
LTCAP, the actual return earned by UTAM was higher than the Reference Portfolio return by
4.7% (14.9% minus 10.2%) and exceeded the target return by 6.1% (14.9% minus 8.8%).

Over the last 10 years, the Pension and Endowment portfolios both outperformed their target
returns by 4.3% per annum. They also outperformed the Reference Portfolio by 1.4% and 1.5%
per annum, respectively, adding more than $964 million in additional value (on a combined
basis) compared to a passive investment approach of the Reference Portfolio.

The actual return for the Expendable Funds Investment Pool (EFIP) in 2021 was 0.0%, which

exceeded the target return of -0.4% by 0.4%. Over the last 10 years, the actual return in EFIP has
exceeded the target return by 0.3% per annum.

Page 2 of 3



Business Board, April 26, 2022: University of Toronto Asset Management Corporation Annual Report 2021,
for the calendar year ended December 31, 2021.

Responsible Investing

UTAM continued to progress its responsible investing approach in 2021. The initial carbon
footprint reduction target of 40% by 2030 (using the 2017 baseline) has been achieved. As of
December 31, 2021, LTCAP’s carbon footprint per million dollars invested was 51.6% lower
than in 2017, and its absolute level of emissions were 27.6% lower. Having achieved this
objective ahead of target, a number of new initiatives aimed at further combatting climate change
were announced in October 2021. These included, among others, a commitment to divest
LTCAP from investments in fossil fuel companies as well as a commitment to cut the net
greenhouse gas emissions associated with investments in LTCAP to zero by 2050. As part of the
commitment to net-zero, UTAM, on behalf of the University of Toronto, joined the United
Nations-Convened Net-Zero Asset Owner Alliance (Alliance), making the University of Toronto
the first university in the world to join the Alliance. Over the relatively short period since joining
the Alliance, UTAM has become an active member, joining three of the Alliance’s “work
tracks”. We are also currently working to establish a new carbon reduction target, consistent with
the Alliance’s target setting protocol. It should be noted that the UPP Board of Trustees assumed
responsibility of responsible investing for PMT as at July 1, 2021.

Financial Statements

The financial statements of UTAM reflect its status as noted above and have been prepared to
assist UTAM to meet the requirements of National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations based on the financial reporting
framework specified in subsection 3.2(3)(a) of National Instrument 52-107 Acceptable
Accounting Principles and Auditing Standards for financial statements delivered by registrants.
Beginning with the year ended December 31, 2011, they have been prepared in accordance with
International Financial Reporting Standards (IFRS) as required by the regulators. As a result,
they may not be suitable for other purposes.

FINANCIAL IMPLICATIONS:

RECOMMENDATION:

For information.

DOCUMENTATION PROVIDED:

- University of Toronto Asset Management Corporation Annual Report, 2021, which includes the
Auditor’s Report and Audited Financial Statements and Notes.
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A leader in
responsible
investing

UTAM is recognized among asset managers for our
comprehensive approach to weighing ESG investment
factors in light of U of T’'s commitment to sustainability.

In 2016, the University released Beyond Divestment: Taking Decisive
Action on Climate Change. With the publication of this white paper,

we began managing the Endowment and Pension assets using an

approach that more explicitly and rigorously applied an environmental,
social and governance (ESG) framework. In the same year, we became
a signatory to the Principles for Responsible Investment (PRI) and began
incorporating the six PRI principles into our ESG integration strategy.

In pursuing this strategy, we evaluate how UTAM'’s external managers
integrate ESG factors into their investment processes. We consider
ESG in our research and analysis, in our investment decision-making,
in our reporting and disclosure practices, and in stewardship activities
such as engagement, proxy voting and advocacy. And as active owners,
we play a leadership role in various responsible investing organizations
and initiatives — collaborating with other institutional investors, and
helping establish best practices in Canada and worldwide.

In a major milestone of progress, the University committed to a 40%
reduction in the carbon footprint of its long-term assets (relative to
2017 levels) by 2030. UTAM achieved this target by year-end 2020 —
nearly a decade ahead of the original deadline. On the heels of this
success, in October 2021, University of Toronto President Meric Gertler
announced a new set of ambitious carbon-reduction goals for the
Endowment portfolio: to divest from investments in fossil fuel
companies (within 12 month of the announcement for direct exposure
and by 2030 for indirect exposure); to achieve net zero carbon
emissions associated with the portfolio by 2050; and to invest 10%
of the portfolio in sustainable and low-carbon investments by 2025.

University of Toronto
Asset Management Corporation
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“This award gave me great
encouragement.”

Scholarship winner Katherine Dolan, a co-op student in physical and
environmental sciences at U of T Scarborough, can focus her energy on
pursuing her academic goals.

In March 2020, Katherine Dolan had just started her final term

of high school in the Toronto suburb of Scarborough and was
weighing her options for post-secondary studies. Then the global
pandemic hit, and for Katherine, as for countless other university-
bound students, the future was suddenly far from clear. Overnight,
complicated decisions around what school or program to choose
became even more difficult — and very stressful.

With the traditional university experience disrupted by health
protection measures, Katherine wondered if she should even enroll
anywhere. She was eager to earn a degree, but maybe she should
wait until on-campus studies were fully restored. Plus, there was the
cost to consider: a university education was a significant investment
for the teenager and her family, and she wanted to be certain she
could bring her best to the challenge.

Fortunately, as she was wrestling with these uncertainties, a door
of opportunity opened: Katherine was awarded the Scarborough
Frank Faubert Scholarship for students entering their first year

at University of Toronto Scarborough (UTSC). Named for the
community’s late mayor — remembered as a champion of the Rouge
National Urban Park — the scholarship recognizes students from the
region who demonstrate academic merit.

For Katherine, the good news was not only validating but resolved
her dilemma: she quickly enrolled in the physical and environmental
sciences co-op program at UTSC. “The scholarship alleviated my
stress over whether | could afford the schooling necessary to pursue

University of Toronto
Asset Management Corporation

a career,” she says. “l| know how competitive the employment
market is, so this has made a real difference in my journey. Despite
having lost two jobs because of the pandemic, | was able to enter
first year confidently, focused on studying rather than wondering if
going to university right now was the economically right decision.”

What attracted Katherine to UTSC? “| was impressed by how | could
combine courses

from different disciplines,” she says. Going forward, she plans

to blend biochemistry and anthropology in her undergraduate
studies while seeking work-term opportunities related to her deep
interest in humanity’s past. Looking further down the road, she has
her sights set on graduate school and hopes to combine practical
fieldwork with curatorial studies or other activities grounded in
history and anthropology.

For Katherine, a future that once felt so uncertain is now filled with
promise. And the support that has made it possible was also a
crucial vote of confidence: “Receiving this award provided me with
great motivation and encouragement.”

Katherine’s scholarship is one of several awarded by UTSC in
honour of long-time municipal and provincial politician Frank
Faubert (1931-1999). The endowed gifts that support them are
among more than 6,700 individual funds contained within the
Endowment portfolio managed by UTAM.

Image
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Katherine Dolan
Co-op Student, Physical and Environmental Sciences, UTSC
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Our commitment
to responsible
investing

At UTAM, we integrate environmental, social and governance (ESG) factors into
our investment decision-making, stewardship activities (engagement, proxy voting
and advocacy), and reporting and disclosure. Our Responsible Investing Committee
and all investment, operational due diligence and risk management staff routinely
consider ESG risks and opportunities.

UTAM’s formalized approach to responsible investing is consistent with our fiduciary
duty and complements our overall investment strategy for the assets that the
University has entrusted to us. We pursue a responsible investing approach because
we believe that material ESG factors can have a significant impact on investment
returns. By integrating ESG considerations into our investment activities, we believe
we can make better-informed decisions and ultimately achieve better outcomes for
the portfolios we manage on behalf of the University.

Our annual responsible investing reports detail how we weigh material ESG factors
in our investment decision-making processes. They are available on our website,
along with our carbon footprint reports (incorporated into our responsible investing
reports, starting in 2020), Principles for Responsible Investment (PRI) reports,
Responsible Investing Policy and updates on our responsible investing activities.

As our approach to responsible investing has evolved, we’ve assumed leadership roles
in various responsible investment organizations, and we’re helping to identify, shape
and promote best practices. For example, our President and CIO, Chuck O’Reilly, is on
the steering committee of the Intentional Endowments Network (IEN). Our Chief Risk
Officer, Doug Chau, is a member of the Principles for Responsible Investment (PRI)
Asset Owner Technical Advisory Committee, which provides advice, tools and support
to asset owners implementing the principles. And our Chief Operating Officer, Lisa
Becker, is a board member and executive committee member of the Responsible
Investment Association. She is also a member and former chair of its Governance
Policy Committee and now, as Treasurer, chairs its Finance & Audit Committee.

UTAM is a leader among institutional asset owners in responsible investing. With
UTAM’s membership in the UN-convened Net-Zero Asset Owner Alliance (NZAOA),
for example, the University of Toronto became the first university in the world to join
this group of 66 institutional investors. Joining NZAOA reaffirms our commitment
to achieve net zero carbon emissions associated with the Endowment portfolio by

no later than 2050. Other notable responsible investing and ESG-related activities in
2021 are included in our timeline on page 13 and 14.

PRI scorecards

UTAM is a signatory to the Principles for Responsible Investment (PRI), the world’s
leading proponent of responsible investment. The organization publishes PRI
scorecards for its signatories, an assessment of progress in implementing responsible
investing practices over time, across asset classes and in comparison to peers at the
national and global levels.

We have completed three PRI scorecard assessments. In 2020, we received the highest
mark possible (A+) across all six categories for our responsible investing activities, and
once again we scored higher than the median PRI signatory in all applicable categories.

We aim to maintain this high standard in future assessments. As previously
mentioned, PRI scorecard reporting has been delayed but we expect to post
preliminary results for the 2021 scorecard (for the period ending calendar year 2020)
at utam.utoronto.ca/responsible-investing in June 2022.



https://www.utam.utoronto.ca/reports/principles-for-responsible-investment-reports/
https://www.utam.utoronto.ca/responsible-investing/
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Portfolio carbon footprint

In September 2017, UTAM joined more than 120 global investors - collectively
responsible for over US$10 trillion in assets under management - in signing the
Montréal Carbon Pledge. Aligned with the Paris Agreement on climate change, the
pledge reinforces our commitment to measure and disclose the carbon footprints of
the University’s long-term investment portfolios.

In our 2019 Carbon Footprint Report, we announced an ambitious goal of reducing the

carbon footprint of the Endowment and Pension portfolios by 40% compared to 2017
levels by 2030, measured by tonnes of CO, equivalent per million dollars invested
(tCO e/$M). Our analysis for the Pension portfolio’s carbon footprint includes public
equities, private equity, private real estate and private infrastructure investments.

At the end of 2020, UTAM had achieved its stated carbon footprint reduction

target of 40% for the equity component of the Pension portfolio (given its similar
investment mandate, the Endowment portfolio saw a similar reduction in its carbon
footprint). This significant reduction from 2017 levels was achieved well ahead of

the 2030 target. The carbon footprints of the equity components of the long-term
portfolios were further reduced in 2021. Compared to the 2017 baseline, the carbon
footprints of the equity components of the Endowment and Pension portfolios
realized cumulative reductions of 51.6% and 50.1% to the end of 2021, respectively.
Importantly, at the end of 2021, the absolute carbon emissions in both portfolios were
lower by more than 24% relative to 2017 levels.

We are pleased with these results and are committed to continue lowering the carbon
footprint and absolute emissions in the years to come. To this end, as required of
members of the Net-Zero Asset Owner Alliance, we will be setting a new carbon
reduction target for the Endowment for the period ending December 31, 2024,

using December 31, 2019 as the new baseline year, as recommended by the Alliance.
(Beginning April 1, 2022, UPP is responsible for the management of Pension portfolio,
including any associated carbon reduction initiatives.) Also, as previously discussed,
we will be expanding the assets covered by the carbon footprint measure to include
corporate bonds (i.e., in addition to equities). Further disclosure on this methodology
and the associated carbon footprints of the Endowment will be included in the 2021
Responsible Investing Report.

Climate Action 100+

In 2017, UTAM, on behalf of the University of Toronto, became a founding participant
in Climate Action 100+, the largest-ever investor engagement initiative on climate
change. In January 2022, the initiative reported more than 615 investor signatories
representing approximately US$65 trillion in assets under management. The initiative
focuses on engagement with 167 companies that have significant greenhouse gas
emissions and/or are critical to the net zero emissions transition and to meeting the
objectives of the Paris Agreement. We have seen great progress since the initiative
was launched, with a number of focus companies making public and private
commitments that align with the initiative’s objectives.

UTAM has joined other investors in engagement activities with a number of the focus
companies. The following are a few examples of companies that made climate-related
commitments in 2021:

 Ford Motor Company, General Motors, and PACCAR, three major North American
automobile and truck manufacturers, each set medium-term Science Based Targets
initiative (SBT1) verified targets. Both Ford’s and General Motors’ Scope 1 and 2
emissions targets are aligned with limiting warming to 1.5°C.

LyondellBasell, one of the world’s largest plastics, chemicals and refining
companies, announced its ambition to achieve net zero emissions from its global

operations by 2050, and to achieve an absolute reduction of 30% in Scope 1 and 2
emissions by 2030.

Rolls-Royce, a leading FTSE100 aerospace and defence company, mapped out
detailed decarbonization plans. The company committed to making its civil aero-
engines compatible with 100% Sustainable Aviation Fuel by 2023 and embedded this
target into its executive remuneration policy.

Our operations are carbon neutral

UTAM as a corporation continues to be substantially carbon neutral. In 2021, we
continued our program of purchasing carbon offsets to mitigate the carbon footprint
of our business travel, our electricity and gas consumption, and our use of paper.

We recognize that purchasing carbon offsets is not a perfect or complete solution to
mitigating the climate impact of our activities. However, we feel it is an important
step in the right direction. To cover our activities in 2021, we purchased carbon
offsets representing 40 tonnes of CO, equivalent. In 2021, as in 2020, our carbon
offset purchase was significantly lower than in years past, reflecting reduced travel
due to the pandemic.



https://www.utam.utoronto.ca/report/2019-carbon-footprint-report/
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A skilled,
focused
professional
team

Everyone at UTAM brings their expertise and
experience to our shared purpose: delivering the
best possible long-term investment outcomes,
within established risk parameters, for U of T and
its stakeholders.

UTAM fosters a professional, high-performance and highly
collaborative culture in which we all strive for the goal of maximizing
long-term returns within a prudent risk management framework.
The investment team and their colleagues across the organization
bring complementary skills and experience to assessing investment
strategies and managers, constantly seeking ways to enhance our
approaches and processes as we build on lessons learned. While
many of us have specific domains of expertise, we believe the
exchange of ideas among team members with differing perspectives
— in an open forum that promotes intellectual debate — ultimately
leads to better decision making.

University of Toronto
Asset Management Corporation
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Governance;
collaboration and
oversight

From our founding, UTAM has been a separate corporation accountable to the
University of Toronto. Our entire focus is on managing assets for the University, which
oversees our business activities and selects the independent Investment Committee
to provide expert advice on our investment objectives and activities. As UTAM has
evolved, our commitment to sound governance has only deepened, shaping our
unique collaborative culture and underpinning all dimensions of our mission.

UTAM Board of Directors

A corporation without share capital, UTAM is governed by a Board of Directors whose
members are nominated by the University of Toronto. The Board approves our annual
corporate budget and certain key policies (e.g., our Responsible Investing Policy)

and oversees matters such as regulatory compliance, enterprise risk and executive
compensation. While it does not guide investment strategy (that is the mandate of the
University’s Investment Committee), the Board is focused on ensuring that UTAM
has developed an effective investment management infrastructure and organization
in order to fulfill the responsibilities delegated to it by the University of Toronto.

Members
Richard B. Nunn (Chair)
Independent Director

Meric S. Gertler
President, University of Toronto

Trevor Rodgers
Chief Financial Officer, University of Toronto

Alan D. White
University of Toronto Faculty Association (UTFA) Appointee
Professor, Rotman School of Management (emeritus)

Chuck O’Reilly
President and Chief Investment Officer, UTAM

In July of 2021, Sheila Brown retired from her role as the University’s Chief Financial
Officer, a position she held since 2005. In that role, she served for many years on
UTAM’s Board of Directors and was instrumental in the transition to the newly created
University Pension Plan (UPP). On her retirement, Meric Gertler described her as a
giant of the University community and a consummate professional who has made
an indelible, positive impact. Her wise counsel and dedicated service have greatly
benefitted UTAM and its Board. “Sheila was an unparalleled source of University
institutional knowledge and so generous in her support of UTAM,” says Lisa Becker,
UTAM’s Chief Operating Officer. The Board and all at UTAM recognize and thanks
Sheila, and we wish her well in her retirement.

U of T Investment Committee

The five members of the Investment Committee (IC) are all appointed by the
President of the University of Toronto. They bring a wealth of senior-level investment
industry experience to their oversight of UTAM’s efforts to grow the University’s
investment assets managed by UTAM.

The IC’s responsibilities include:

» recommending investment strategy, including explicit risk and return objectives, to
the University administration

« approving various elements of strategy execution proposed by UTAM’s management

« overseeing our investment activities and monitoring performance

« providing input on the hiring, compensation and evaluation of UTAM’s senior
leadership team

The IC reports directly to U of T’s President and collaborates extensively with the
University administration and UTAM’s Board. The IC is empowered to provide
direct input to UTAM’s management team, conveying the President’s objectives and
instructions, and acting on his behalf with regard to all relevant investment-related
activities.

UTAM meets formally with the IC every quarter and has ad hoc interactions as
needed to discuss emerging issues and seek expert advice. We’re extremely fortunate
to have such a distinguished and highly qualified group of volunteer advisors actively
engaged in overseeing our investment management activities. The University and its
stakeholders benefit immeasurably from the IC members’ insights, experience and
wise counsel.

Members

David Denison (Co-Chair)

A corporate director with extensive experience in the financial services industry,

Mr. Denison served as President and CEO of the Canada Pension Plan Investment
Board from 2005 to 2012. He was previously President of Fidelity Investments Canada.
He also sits on the boards of Royal Bank of Canada and BCE and is Chair of the Board
of Element Fleet Management Corporation.
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Geoff Matus (Co-Chair)

A co-founder (in 1988) of Tricon Capital Group, Mr. Matus remains on the company’s
board, serving as Chair of the Executive Committee and as a member of the
Investment Committee. He is also Chair and co-founder (in 1998) of Cidel, a global
financial services group. In addition, he is on the board of the MaRS Discovery
District, chairing the Real Estate Committee, and is Co-Chair of U of T’s Real Estate
Advisory Committee.

Brent Belzberg

Mr. Belzberg is the founder and Senior Managing Partner of TorQuest, a private
equity firm based in Toronto. From 2000 to 2021, he was a director on the board of
CIBC and is the immediate past Chair of the Board of the Sinai Health System.

Heather A. T. Hunter

Retired after nearly 40 years in the investment industry, Ms. Hunter most recently
served as VP and Head of Canadian Equities at Invesco, a global investment manager.
She was previously Vice President, Equities at the Ontario Teachers’ Pension Plan
Board from 1990 to 1999.

Craig Rimer
The Chief Executive Officer of Cidel Bank Canada, Mr. Rimer is also Chairman of
Cidel Asset Management.

The University of Toronto’s President and its Chief Financial Officer, as well as the
Chair of UTAM’s Board of Directors, are ex officio observers of the IC.

Other U of T oversight

UTAM’s relationship with the University of Toronto is governed by a formal
delegation of authority, which empowers us to act as the University’s agent, and by an
investment management agreement specifying the services to be provided by UTAM.
Within that framework, we collaborate formally and informally with many areas

of the University administration. We value this mutually supportive relationship,

and we’re committed to serving the University and its stakeholders with the utmost
diligence and care.

University Administration

UTAM’s President and CIO typically meets with U of T’s Chief Financial Officer
every two weeks, and with the President quarterly. UTAM works closely with the
University’s Financial Services Department, collaborating on cash and expense
management, stakeholder reporting, various audits of the University’s investment
portfolios, and other aspects of UTAM’s operations.

Business Board

Established by the University’s Governing Council, the Business Board approves
investment risk tolerance and return targets for the Endowment and EFIP portfolios,
delegating approval of asset allocation to U of T’s President, who in turn relies on the
advice of the Investment Committee. UTAM reports to the Business Board on the
management and performance of all portfolios every six months.

Pension Committee

We reported regularly to the Pension Committee, which was responsible

for approving investment risk tolerance, return targets and the policy asset
allocation (i.e., the Reference Portfolio) for the Pension portfolio, guided by the
recommendations of the University administration. In early 2022, the committee was
dissolved, following the completion of its final duties with respect to the University
of Toronto Pension Plan, the assets and liabilities of which were transferred to
University Pension Plan (UPP) as of July 1, 2021.

UTAM compliance

Investment Compliance

UTAM is registered as a Portfolio Manager under securities legislation and is
regulated by the Ontario Securities Commission. Consistent with our fiduciary
duty, stewardship obligations and applicable regulatory requirements, we have
implemented a comprehensive program of policies, procedures, processes, controls
and monitoring designed to achieve compliance with applicable regulations, client
investment guidelines and internal policies. Our Chief Compliance Officer works
closely with UTAM’s President and CIO, and reports regularly to our Board of
Directors.

Code of Ethics

UTAM’s Code of Ethics, administered by our Chief Compliance Officer, sets out clear
standards of professional behaviour and guides how we manage actual and potential
conflicts of interest. For example, all employees are required to:

« place the interests of UTAM’s client first

« protect confidential information

« avoid taking inappropriate advantage of their positions (adhering, for example,
to stringent policies on personal trading, as well as on the acceptance of gifts
and entertainment)
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“Academic institutions have always
been at the forefront.”

The Mark S. Bonham Centre for Sexual Diversity Studies connects students,
faculty, and community members in exploring the social, political, historical and
institutional structures affecting 2SLGBTQ+ and BIPOC lives and communities.

In September 2021, the University of Toronto officially opened the
Queer and Trans Research Lab (QTRL), the first initiative of its kind in
the world. This unique collaborative brings together scholars in
diverse disciplines, as well as students, activists, artists and members
of the broader public, in a collective effort to break down barriers,
rethink academic approaches and empower community action.

The QTRL is one dimension of a larger, similarly groundbreaking
initiative at U of T: the Mark S. Bonham Centre for Sexual Diversity
Studies. Based at University College, the Bonham Centre offers an
undergraduate program, as well as an interdisciplinary graduate
program (MA and PhD) for students who share common research
interests in queer, trans and sexuality studies. Through direct
support for research projects, and by hosting a wide variety of
academic and community events, the Centre forges connections
among students, faculty and community members who are
committed to exploring how sexuality intersects with race, class,
gender, disability and citizenship status, among other factors, to
shape social and political life — in Canada and around the globe.

The Bonham Centre was established with the support of Mark

S. Bonham, a Canadian financial executive who founded two
successful mutual fund companies and now generously gives
back to a wide range of causes that reflect his values and
interests, including the endowment of several chairs and an MBA
scholarship program in U of T's Rotman School of Management.
Named Outstanding Philanthropist of the Year by the Association

of Fundraising Professionals in 2018, he has received many
other awards and honours for his charitable and professional
achievements and was among the OUTstanding LGBT Global
Business Leaders recognised by the Financial Times.

For Mark Bonham, the founding of the QTRL affirms the tangible
progress — and embodies the guiding purpose — of the pioneering
effort that bears his name. “This is an exciting time for the Bonham
Centre as it builds an impactful research lab on LGBTQ+ issues,”
he says. “Academic institutions have always been at the forefront
of research on leading issues of the day. The new Queer and Trans
Research Lab will help fortify and expand the Centre’s strength

in addressing pressing challenges and concerns across the
community.”

Ongoing financial support for the Bonham Centre and its activities
is generated by two investment funds: the Endowment for the
Mark S. Bonham Centre for Sexual Diversity Studies and the Mark
S. Bonham Teaching Endowment in Sexual Diversity. They are
among more than 6,700 individual funds contained within the
Endowment portfolio managed by UTAM. A total of $552 million
was allocated to academic programs in the year ending April 30,
2021 - about 18% of the total $3.2 billion in endowment funds held
by the University during that period.*

*The “Endowment portfolio” managed by UTAM — also called the Long-Term Capital Appreciation Pool — is comprised of the University’s endowment funds plus other
investment assets. As of April 30, 2021, U of T’s fiscal year-end, the total value of the Endowment portfolio was $3.8 billion, including $3.2 billion of endowment funds

plus $0.6 billion of other long-term assets. (At UTAM’s year-end — December 31, 2021 — the Endowment portfolio was valued at $4.2 billion.)
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Management:
committees and teams

UTAM committees

Management Committee
The Management Committee considers wide-ranging operational and investment
matters under the following broad categories:

« Enterprise risk

* Human resources

« Policy approval

+ Information technology, business continuity planning
* Broad investment strategy and investment risk issues
« Internal audit

The Committee is composed of the President and CIO (Chair), the Chief
Operating Officer, the Chief Risk Officer, the Head of Fixed Income and the
Head of Private Markets.

Management Investment Committee
The Management Investment Committee reviews investment activities and makes
recommendations, decisions and approvals where required, including but not limited to:

 Investment strategy

* Asset mix and rebalancing

« Investment performance

+ Investment manager hire/termination recommendations

+ Investment manager and investment service provider watchlist

The Committee is composed of the President and CIO (Chair) and all other
investment staff, as well as senior members of the Risk and Research and
Operations teams.

Management Investment Risk Committee

The Management Investment Risk Committee oversees the development

and implementation of UTAM’s investment risk framework, including review of
client portfolio investment risk positions, and the evaluation of issues related to
investment risk.

The Committee is composed of the Chief Risk Officer (Chair), the President and CIO,
members of the Risk and Research team, the Head of Fixed Income and the Head of
Private Markets. From time to time, other staff may be invited to join the Committee.

Responsible Investing Committee

The Responsible Investing Committee oversees all matters relating to the
development and implementation of our responsible investing practices, including
the following activities:

Develops and approves our Responsible Investing Policy for Management
Committee and Board approval

Sets annual responsible investing objectives, including those specifically related to
climate issues

Identifies and evaluates evolving best practices with respect to responsible
investing

Approves and oversees the implementation of responsible investing practices

Provides appropriate training for staff

Develops responsible investing reporting to stakeholders

Oversees annual PRI reporting

Considers any other relevant matters

The Committee is composed of the President and CIO (Chair), the Head of Fixed
Income, the Head of Private Markets, the Chief Risk Officer, and the Chief Operating
Officer. From time to time, other staff may be invited to join the Committee.
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Valuation Committee
The Valuation Committee oversees valuation practices and primarily undertakes the
following activities:

Reviews the Valuation Policy annually

Reviews pricing sources annually to ensure that they remain appropriate;
recommends changes as necessary

Receives annual confirmation that appropriate valuation procedures are in place to
meet the requirements of the Valuation Policy

Addresses valuation issues as they arise, giving due consideration to conflict-of-
interest issues

The Committee is composed of the Chief Operating Officer (Chair), the President and
CIO, the Chief Risk Officer and the Director, Operations

UTAM teams

Investments

The Investment team, led by the President and CIO, is divided into three groups:
public equity, fixed income (including private credit) and private markets. Each
group typically includes at least three investment professionals. The Investment
team is responsible for portfolio construction within each portfolio and identifying,
evaluating and recommending investment managers to the Management Investment
Committee, as well as ongoing monitoring of appointed managers.

Risk and Research

The Risk and Research team, led by the Chief Risk Officer, is responsible for the
measurement of investment risk and portfolio performance. The team undertakes
internal research on a variety of investment-related topics. It also manages the
implementation, development and use of a third-party holdings-based risk system
that assists UTAM in identifying, measuring and monitoring a wide variety of
investment risks. Risk and Research also ensures the completeness and accuracy of
the data on which the system’s validity relies.

Operations

Operations, led by the Chief Operating Officer, encompasses the oversight and
execution of all matters related to investment operations, operational due diligence,
compliance, corporate financial accounting, human resources, technology, enterprise
risk and legal. The Investment Operations function facilitates the accurate and
timely execution of investment transactions and the payment of portfolio fees and
expenses. It also ensures that official investment books and records for the portfolios
are accurately maintained by the University’s appointed independent custodian.
Operations staff work closely with their Investment and Risk and Research colleagues
within UTAM, as well as with the University’s Financial Services Department and key
external service providers.

Governance

Committee
Board room
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) The following chart shows the roles and responsibilities of the Legend
UTAM S g Ove rn a n Ce Stru Ctu re various groups involved in the governance of UTAM. - Direct relationship

--------------- Reporting relationship

Governing Council

of the University
of Toronto

Authority delegated via university- \
nominated Board of Directors.

UTAM Board of Directors

Business Board

Approves investment risk tolerance and return targets for the :
. s . Management
Endowment and EFIP portfolios. ; UTAM Management Committee ;
: Investment Committee
Management Investment
Pension Committee* AR : Risk Committee

Responsible Investing
Committee

Valuation Committee

U of T Administration

Recommends investment risk tolerance and return targets to
the Business Board for the Endowment and EFIP portfolios.
Approves the Reference Portfolio for the Endowment. Approves various elements
of strategy execution proposed

by UTAM management.

Investment Committee

Recommends investment risk tolerance, return targets and
the Reference Portfolio to the university administration.

University of Toronto *On July 1, 2021, the University of Toronto’s pension assets became part of the combined holdings governed by the University Pension Plan Ontario, or UPP, a new entity jointly sponsored by
Asset Management Corporation the University of Toronto and two other Ontario universities. Decisions with respect to investment of our pension assets are now the responsibility of UPP’s Board of Trustees.
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A rigorous
investment
process

From our advanced analytical tools to our systematic
evaluation of investment managers, we’re constantly
refining today’s approach to ensure it meets the
challenges of tomorrow.

UTAM’s investment process applies sophisticated quantitative
analysis, as well as fundamental qualitative insights, to the
assessment of external investment managers. We leverage
quantitative tools and analysis to gain deeper investment insights
— and to handle routine tasks more efficiently, so we can focus on
work that yields the most value for our client. We then build on
that quantitative foundation, applying judgment shaped through
experience to constantly refine how we structure and manage our
efforts. The result is an investment process that has delivered strong
long-term returns against our client’s goals — and a process that,
importantly, is repeatable, so we expect it will continue to deliver
investment solid returns over the long term.

University of Toronto
Asset Management Corporation
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“These are the values
that define me”

Bursary recipient Avery Lam-Hong, a health sciences student
at U of T Mississauga, is committed to advancing social good —
through his studies and as a community volunteer.

“I have high hopes of being able to attend medical school,” says
Avery Lam-Hong. “At the same time, volunteering has always

been close to my heart.” Balancing those worthy ambitions can

be extremely demanding as Avery pursues his fourth-year studies
in health sciences at the University of Toronto Mississauga (UTM)
while donating his time and energy to a wide range of philanthropic
activities — from supporting Viethamese community organizations,
to serving as a youth team leader at Mississauga Hospital, to
organizing a public panel on anti-Asian racism during the COVID-19
pandemic.

Avery is also the Group Advising Team Leader at UTM’s
International Education Centre. “I work with incoming international
students,” he explains, “helping ensure they have a fulfilling
university experience and are exposed to all the opportunities to
get involved, build confidence and foster connections on campus
and in the community.”

During the past year, Avery’s balancing act became a bit easier when
he received the Service Above Self bursary, endowed by the Rotary
Club of Mississauga West. The annual award recognizes UTM students
who participate in volunteer activities that contribute to civic
betterment, answer community needs or improve the quality of life.

University of Toronto
Asset Management Corporation

“These are the values that define me,” Avery says. “And the support
has been critical to helping me continue my dream of a medical
career.” Facing less financial pressure has also freed the aspiring
doctor and mental health advocate to pursue even more volunteer
opportunities: “Although | could use that time to work and be paid,
community service and giving back is what | want to do. The bursary
makes that possible.”

Scholarships, bursaries and other forms of financial assistance
to students account for the largest share of the total paid out
annually from the University of Toronto’s endowment funds.
For the U of T fiscal year ending April 30, 2021, about $1.35
billion — representing 43% of the University’s total $3.2 billion in
endowments* — was directed to student support.

Avery Lam-Hong is one of 40 students who've benefited so far
from the Service Above Self bursary. Sustained by the Rotary
Club’s generous original donation, the fund had provided more
than $125,000 in support through the end of the 2021 fiscal year.

Image
Placeholder

FPO

Avery Lam-Hong
Health Sciences Student, UTM

*The “Endowment portfolio” managed by UTAM — also called the Long-Term Capital Appreciation Pool — is comprised of the University’s endowment funds plus other
investment assets. As of April 30, 2021, U of T’s fiscal year-end, the total value of the Endowment portfolio was $3.8 billion, including $3.2 billion of endowment funds
plus $0.6 billion of other long-term assets. (At UTAM’s year-end — December 31, 2021 — the Endowment portfolio was valued at $4.2 billion.)
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Th R f Design features of the Reference Portfolio
e e e re n Ce The Reference Portfolio must have the following characteristics:
o
°
PO rtfo I IO. « Risk and return attributes consistent with the objectives of the long-term portfolios
b h k' + Simple asset mix - public market asset classes only
e n C I l la r I n g « Passive investing approach - no active strategies

* Easy to implement - no need for a large investment team

pe rfo rm a n Ce » Low cost - can be deployed without significant expense

The current Reference Portfolio consists of 60% equity exposure and 40% fixed
UTAM’s investment decisions are anchored by the Reference Portfolio, which income exposure.
establishes a benchmark for the risk and return objectives of the Endowment and
Pension portfolios. As we put our investment strategy into action, the Reference
Portfolio serves as an objective yardstick for measuring active risk and the value

gained or lost through our investment management activities.

The Reference Portfolio is developed jointly by UTAM and the Investment
Committee. It is then recommended to the University administration, which must
approve its use for the Endowment portfolio. Before July 1, 2021, the University
administration was also responsible for recommending the Reference Portfolio’s

adoption for the U of T Pension Plan - subject to approval by the Pension Committee.

Table 1
Endowment and Pension Asset Mix Compared to the Reference Portfolio

Reference Actual Actual
Reference Portfolio Asset Class Benchmark Portfolio Weight Endowment Weight Pension Weight
Equity 60.0 60.1 60.0
Global Equity MSCI ACWI Net Total Return Index 60.0 60.1 60.0
Fixed Income 40.0 399 40.0
Canadian Corporate Bonds FTSE TMX Canada All Corporate Bond Total Return Index 20.0 20.2 201
Canadian Government Bonds FTSE TMX Canada All Government Bond Total Return Index 20.0 19.7 19.9

The Global Equity benchmark is 50% hedged to Canadian dollars for the developed markets component and unhedged for the emerging markets component.
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