
2007 Annual Report Summary

Contents
4 Financial Highlights 6 Key Corporate Objectives for Fiscal 2007 7 Eight-Year Review
7 Senior Management Team 8 Corporate Profile 8 Board of Directors

This year the CPP Investment Board has delivered on its investment mandate by earning $13.1 billion in
investment returns, reflecting a 12.9 per cent rate of return for the fiscal year ending March 31, 2007.
The business plan for fiscal 2007, the first year of execution on a disciplined three- to five-year strategy, also
advanced opportunities within clear risk tolerances that will provide a foundation for solid future growth.

While fiscal 2006 was a year of redefining our strategy at the CPP Investment Board, fiscal 2007 has been a year of solid implementation
that has resulted in strong investment performance and an organization with new sources of expertise to manage the increasing
complexity of the CPP Fund.

At the end of last year, we established four key objectives for fiscal 2007:
• Continue to diversify the portfolio by asset class, risk/return characteristics and geography;
• Fully operationalize the total portfolio approach and create value-added returns above the CPP Reference Portfolio benchmark;
• Begin our internal active management program for public equities and expand our principal investing activities in private equities,

infrastructure and real estate; and
• Extend the implementation of the technology and business process architecture that was defined in fiscal 2006.

Looking back over this past year, I am pleased to report that we made significant progress in meeting each of these objectives,
and in many cases achieved more than anticipated relative to the milestones identified in our strategy work.

Measuring Value-Added Results
A key part of the accountability framework that we implemented in fiscal 2007 was the creation of the CPP Reference Portfolio as a
low-cost, low-complexity strategic alternative against which to measure our value-added returns. As our Chair, Gail Cook-Bennett,
explains in her report, this is not a policy portfolio, but rather a passive asset management alternative that would be expected to meet
the 4.2 per cent real return assumption used by the Chief Actuary of Canada in his report on the Canada Pension Plan under reasonable
capital markets performance expectations. As such, it also represents a relevant benchmark for the performance of the CPP Fund.
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In measuring our results, the
CPP Investment Board will focus on
longer-term performance because our
mandate is to help pay CPP pensions well
into the future. We do not believe that
performance over any one-year period is
a primary indicator of success, but will
instead emphasize four-year cumulative
results. However, given that fiscal 2007
was the initial implementation year for the
CPP Reference Portfolio, we will focus on
one-year results this year and report on
longer-term performance as we accumulate
results over the next few years.

During the 12 months ended March 31,
2007, the fund grew by $18.6 billion to
end the year at $116.6 billion. Within
that growth, investment earnings were
$13.1 billion, representing a 12.9 per cent
rate of return.

Our value-added target in 2007 was
35 basis points above the CPP Reference
Portfolio, a target that reflected the
current stage of evolution of our
investment programs. We are pleased
that we succeeded in delivering much
more than that target: 245 basis points,
or approximately $2.4 billion in
additional returns compared to the
CPP Reference Portfolio.

With the repeal of Section 14 of our
regulations under the Canada Pension Plan
Investment Board Act toward the end of
fiscal 2007, all significant provisions that
previously constrained the investment scope
of the CPP Fund have now been removed.
Section 14 was a start-up provision designed
to limit our ability to use derivatives until
such time as the organization built
comprehensive risk management
frameworks of the type that are now in
place. The removal of this restriction enables
us to manage the portfolio more cost
efficiently and operate more effectively in
our investment programs. The repeal also
demonstrated both the rigour and
effectiveness of our governance model,
as all 10 stewards of the CPP – the federal
finance minister and his nine provincial
counterparts – agreed unanimously to our
recommendation to repeal the provision.

Accountability: Performance
against Objectives
Turning to our performance against
objectives, during the course of this
past year we have made a number of
investments aligned with our first
objective of greater diversification for the
CPP Fund. As we noted in last year’s
report, as the CPP Fund grows in size,
so does our need to pursue investment
opportunities in all asset classes and
markets around the world.

With respect to public and private
equities, we increased their aggregate
weighting in the CPP Fund from 63 per cent
to 64.8 per cent during the year with
most of this increase coming from global
markets. We also added $1.5 billion in
real estate assets, with the bulk of this
growth coming from investments in
Continental Europe and the United
Kingdom. Of particular note was our
$627 million acquisition of an 80 per cent
interest in two City of London office
buildings. In our growing infrastructure
program, we invested $1.1 billion to
acquire an interest in AWG Plc, a
U.K.-based water and sewage company,
as well as $364 million in HQI Transelec
Chile S.A., the largest electricity
transmission company in Chile.

We also laid solid foundations this past
year with respect to our second objective
of operationalizing our total portfolio
approach. We continue to believe that
this approach, which is described in
greater detail in the 2007 annual report,
represents the most effective way for us
to construct our portfolio, manage risk and
return, and make investment decisions.
We have now implemented a methodology
to measure, monitor and manage
investment risk while operating within a
board-approved active risk limit relative to
the CPP Reference Portfolio. We have
also begun to implement an investment
risk budgeting framework and will refine
this over the course of fiscal 2008.

Our third objective was to expand
the internal active management
capabilities in each of our investment
departments. During the course of
the year, we added 43 investment
professionals to our complement including
five vice-presidents in key leadership
roles within our investment teams. In our
Public Market Investments department,
we initiated three new investment
programs – equity active overlay, global
tactical asset allocation and relationship
investments – all of which are described
in the Management’s Discussion and
Analysis (MD&A) section of this report.
In Private Investments and Real Estate
Investments, we greatly expanded our
principal transactions resources and
completed a number of joint-venture,
co-investment and co-sponsored
transactions as a result.
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While we will continue to add to our
internal investment capabilities going
forward, we also will expand and deepen
our relationships with external partners.
During fiscal 2007, we increased the
number of our external relationships
to 76; we provide a full listing of these
relationships on page 53 of the
2007 annual report and on our website.
Fostering partnerships with leading
investment management organizations
around the world is a key part of our
strategy, as it allows us to access the
proven investment expertise and local
market presence of those entities.

Our final objective was to expand
the technology and business process
architecture that we commenced in fiscal
2006. We have made progress in many
areas as we transition from an almost fully
outsourced environment to one where
we control internally those technology and
operational elements that are critical to
the execution of our investment and risk
management programs. We have now
created a clear target state technology
architecture along with an information
systems strategy that we are implementing
in a multi-staged program. While we made
significant progress in this regard during
fiscal 2007, this truly is a multi-year
undertaking for us and so will continue to
be a focus during fiscal 2008 and beyond.

Capability
In order to help manage the increasing
complexity of the CPP Fund and to
meet our objectives in 2007, we added
107 people across all parts of the
organization during the year. These
individuals were necessary to staff our
increasingly broad investment programs,
oversee rapidly evolving risk management
systems along with their attendant
technology requirements, handle our
operational and reporting needs, and
enhance our managerial depth as we
lay the groundwork for an organization
that can handle the multi-generational
timeframe of our mandate.

Despite the steep trajectory of our
internal growth, we are on track to
assimilate the new members of our team
and to anchor them in our organizational
culture. We characterize that culture as
one of high integrity that reflects the
fiduciary responsibility we owe to the
16 million Canadians who participate
in the CPP, as having an internal and
external partnership orientation that
promotes trust and confidence in our
business dealings, and as exhibiting a
commitment to high performance in all
dimensions of our organization.

Looking Ahead to 2008
Our over-arching goal as an organization
is to generate value-added performance
for the CPP Fund relative to the
CPP Reference Portfolio. In that respect,
we have established a value-added
performance target of 50 basis points for
fiscal 2008. In addition to this performance
goal, we have three other key objectives
for the CPP Investment Board
organization next year.

One of those objectives is to continue
to broaden the diversification of the
investment portfolio both by risk/return
characteristics and by geography.
As an example, in fiscal 2008 we will
significantly expand our emerging markets
investment activities in each of the public,
private and real estate markets.

Our second goal is to deepen
our internal investment and support
capabilities and processes. In this regard,
we will add an additional 100 people to
the organization. We will also open offices
in London and Hong Kong within the next
12 to 15 months with people drawn from
our existing teams in Canada and others
hired from those local markets.

Our third objective is to continue to
execute our multi-year plan to establish
the management, technology and opera-
tional capabilities that will allow us to meet
our long-term investment mandate.

As I look back on this past fiscal year,
I would like to thank all of my colleagues
within the CPP Investment Board, our
board of directors and our strategic
partners for their contributions to our
success during fiscal 2007. While we have
much to do in fiscal 2008 and beyond,
we move forward confident that we have
within the CPP Investment Board the talent
and commitment essential for success.

One of the things we are most proud
of at the CPP Investment Board is our
level of disclosure, both in the 2007 annual
report and on our website. This year we
are enhancing the ease of access to
the 2007 annual report by including an
interactive version on our website as well
as this summary annual report for those
seeking condensed reporting.

This transparency of disclosure,
our high-performance focus and our
accountability practices are all centred on
our primary mission: to contribute to the
long-term sustainability of the Canada
Pension Plan. We look forward to reporting
on our progress in the years to come.

DAVID F. DENISON

President and Chief Executive Officer
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Financial Highlights
CPP FUND

FINANCIAL OVERVIEW
FOR THE YEAR ENDED MARCH 31 ($ billions) 2007 2006

Assets $ 116.6 $ 98.0
Net contributions 5.5 3.6
Investment income 13.1 13.1

INVESTMENT PERFORMANCE (%)

Annual 12.9 15.5
Four-year average rate of return 13.6 9.8

ASSETS ($ billions) (% of total) ($ billions) (% of total)

Public equities $ 67.5 57.8% $ 57.3 58.5%
Private equities 8.1 7.0 4.4 4.5
Bonds 29.2 25.0 27.2 27.7
Real estate1 5.7 4.9 4.2 4.3
Inflation-linked bonds 3.8 3.3 4.0 4.0
Infrastructure 2.2 1.9 0.3 0.4
Money market securities 0.1 0.1 0.6 0.6

$ 116.6 100% $ 98.0 100%

1Net of mortgage debt on real estate properties.

The Chief Actuary of Canada has projected that CPP contributions will exceed annual benefits paid through 2021 providing 15 more years in which excess CPP contributions will
be available for investment. At that point, assuming the Chief Actuary’s projected investment returns are achieved, the CPP Fund – now $116.6 billion – is projected to be valued
at $356 billion or $254 billion in inflation-adjusted dollars. Starting in 2022, the CPP is expected to begin using a portion of its investment earnings to supplement the contributions
that provide the primary means of funding benefits. The Chief Actuary’s projection suggests this draw will rise gradually to 2050, when it is expected to stabilize at approximately
30 per cent of annual investment income.
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CPP FUND ASSET MIX
As at March 31, 2007

65% Equities

10% Inflation-sensitive assets

25% Fixed income

TOTAL PORTFOLIO VIEW

65% Equities

10% Inflation-sensitive assets

25% Fixed income

95% Fixed income

5% Equities

2007
$116.6 billion

2000
$44.5 billion

Fixed income assets include government bonds and money market
securities. Equities include public equities (which are publicly-traded
stocks) and private equities. Inflation-sensitive assets include real estate,
inflation-linked bonds and infrastructure.

FOUR-YEAR ANNUALIZED RETURN 13.6 PER CENT

Income earned on investments was 17.6 per cent in 2004, 8.5 per cent
in 2005, 15.5 per cent in 2006 and 12.9 per cent in 2007, for an
annualized return of 13.6 per cent over the past four years.

The CPP Reference Portfolio is a low-cost, low-complexity strategic
alternative against which to measure our value-added returns. This is not
a policy portfolio, but rather a passive asset management alternative that
would be expected to meet the 4.2 per cent real return assumption by
the Chief Actuary of Canada under reasonable capital markets
performance expectations. As such, it also represents a relevant
benchmark for the performance of the CPP Fund.

CPP REFERENCE PORTFOLIO

25% Canadian fixed income

25% Canadian equities

40% Foreign equities

10% Canadian real return bonds
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Key Corporate Objectives for Fiscal 2007

CPP Fund Diversification
Continue to diversify the portfolio by
asset class, risk/return characteristics
and geography with a particular focus on
increasing international investments

Measurement of Risk and Value-Added
Performance
Fully operationalize the total portfolio
approach and create value-added returns
above the CPP Reference Portfolio
benchmark

Active Investment Management
Begin our internal active management
program for public equities and expand
our principal investing activities in private
equities, infrastructure and real estate

Technology and Business Processes
Extend the implementation of the
technology and business process
architecture that was defined in
fiscal 2006

• Increased inflation-sensitive assets from 8.7 per cent of the
portfolio to 10.1 per cent

• Added $1.5 billion in real estate assets, mainly in Continental Europe,
the United Kingdom and the United States

• Completed two large infrastructure investments by acquiring interests in AWG Plc,
parent of a U.K.-based water utility, and HQI Transelec Chile S.A.,
Chile’s largest electricity transmission company

• Implemented a nominal bond management program
• Increased the proportion of international investments within the fund

from 36.0 per cent to 44.6 per cent

• Established the CPP Reference Portfolio as a low-cost, low-complexity strategic
alternative against which to measure value-added returns

• Measured value-added returns above the CPP Reference Portfolio benchmark
• Changed compensation weighting to more heavily reflect success or

failure in delivering value-added performance
• Hired six new vice-presidents and nine new internal directors with specialized skills

and management expertise to help fully implement the total portfolio approach
• Began to implement an investment risk budgeting framework as part of

the total portfolio approach

• Initiated a Canadian active overlay stock selection program
• Enhanced the U.S. active overlay stock selection program with in-house

fundamental research
• Invested in a pooled fund managed by Bridgewater Associates
• Launched Relationship Investments group to proactively engage with companies
• Co-sponsored principal investments including $228 million in

Freescale Semiconductor, Inc., and a $330 million commitment to
a joint venture in U.S. office properties

• Added 43 new investment professionals including five vice-presidents
in key leadership roles in our investment teams

• Created a clear target state technology architecture
• Created an information systems strategy that we began to

implement in a multi-staged program
• Appointed a vice-president in charge of Information Services

Objectives Highlights
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Senior Management Team Left to right

JOHN H. ILKIW, Senior Vice-President,
Portfolio Design and Risk Management;

JOHN H. BUTLER, Senior Vice-President,
General Counsel and Corporate Secretary;

DAVID WEXLER, Senior Vice-President,
Human Resources;

DONALD M. RAYMOND, Senior Vice-President,
Public Market Investments;

DAVID F. DENISON, President and
Chief Executive Officer;

MYRA LIBENSON, Chief Operations Officer;

GRAEME M. EADIE, Senior Vice-President,
Real Estate Investments;

IAN M.C. DALE, Senior Vice-President,
Communications and Stakeholder Relations;

MARK D. WISEMAN, Senior Vice-President,
Private Investments.

Eight-Year Review
FOR THE YEAR ENDED MARCH 31 ($ billions) 2007 2006 2005 2004 2003 2002 2001 2000

CHANGE IN NET ASSETS

Income
Net contributions 5.5 3.6 4.5 4.6 3.1 2.6 1.2 (1.3)
Investment income 13.1 13.1 6.3 10.3 (1.1) 2.3 3.0 1.1

Increase in net assets 18.6 16.7 10.8 14.9 2.0 4.9 4.2 (0.2)

AS AT MARCH 31 ($ billions) 2007 2006 2005 2004 2003 2002 2001 2000

NET ASSETS

Equities

Canada 29.2 29.1 27.7 22.6 11.7 10.0 5.0 2.0
Foreign 46.4 32.6 20.9 9.3 5.4 4.1 2.1 0.4

Nominal fixed income

Bonds 29.2 27.2 28.6 30.2 31.0 32.6 35.3 35.8
Money market securities 0.1 0.6 3.1 7.7 7.2 6.8 6.3 6.3

Inflation-sensitive assets

Real estate 5.7 4.2 0.8 0.7 0.3 0.1 – –
Inflation-linked bonds 3.8 4.0 – – – – – –
Infrastructure 2.2 0.3 0.2 – – – – –

Net assets 116.6 98.0 81.3 70.5 55.6 53.6 48.7 44.5

PERFORMANCE (%)

Rate of return (annual)1 12.9% 15.5% 8.5% 17.6% (1.5)% 4.0% 7.0% 3.2%
1 Commencing in fiscal 2007, the rate of return reflects the performance of the CPP Fund which excludes the short-term cash required to pay current benefits.
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Corporate Profile
The Canada Pension Plan Investment Board is a Crown corporation created by an Act of Parliament
in December 1997. Its long-term goal is to contribute to the financial strength of the Canada Pension Plan
and help sustain the pensions of 16 million CPP contributors and beneficiaries by investing the
Canada Pension Plan fund and maximizing returns without undue risk of loss.

One Queen Street East, Suite 2600 P.O. Box 101
Toronto, Ontario, Canada M5C 2W5
Telephone: 416-868-4075 Toll Free: 1-866-557-9510
TTY: 416-868-6035 Facsimile: 416-868-8689

www.cppib.ca

The CPP Investment Board invests the
CPP Fund, the funds not needed by
the Canada Pension Plan (CPP) to pay
current benefits. Contributions are
expected to exceed annual benefits paid
until 2022, providing a 15-year period
before a portion of the investment income
is needed to help pay pensions. The Chief
Actuary of Canada has projected that the
CPP Fund will grow to approximately
$250 billion by 2016 and that the CPP, as
constituted, is sustainable for 75 years
and beyond. By increasing the long-term
value of funds available to the CPP, the
CPP Investment Board will help the plan
to keep its pension promise to Canadians.

Our disclosure policy states: “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.”

In order to build a diversified portfolio
of CPP assets the CPP Investment Board
is currently investing cash flows in a
diversified portfolio of public equity,
private equity, inflation-sensitive assets
(such as real estate and infrastructure)
and fixed income. Approximately
$64.6 billion dollars is invested in Canada
through a broadly diversified portfolio,
while the rest is invested globally so
that income from foreign investments
flows back to Canada to help pay
future pensions.

With a mandate from the federal and
provincial governments, the CPP
Investment Board is accountable to
Parliament and to the federal and provincial
finance ministers who serve as the
stewards of the CPP. Based in Toronto,
the CPP Investment Board is governed
and managed independently of the CPP
and at arm’s length from governments.

For more information on the
CPP Investment Board, visit our
website at www.cppib.ca.

Board of Directors
GAIL COOK-BENNETT,

CHAIR

Economist, Ph.D. Economics
Toronto, Ontario

ROBERT M. ASTLEY

Fellow, Canadian Institute
of Actuaries
Waterloo, Ontario

IAN A. BOURNE

Corporate Director
Calgary, Alberta

GERMAINE GIBARA

Chartered Financial Analyst
Montreal, Quebec

PETER K. HENDRICK

Chartered Accountant,
Chartered Financial Analyst
Toronto, Ontario

PHILIP MacDOUGALL

Fellow, Institute of Chartered
Accountants of Prince
Edward Island
Charlottetown,
Prince Edward Island

DALE G. PARKER

Corporate Director
Vancouver, British Columbia

GERALDINE B. SINCLAIR

Corporate Director
Vancouver, British Columbia

HELEN SINCLAIR

Financial Executive
Toronto, Ontario

RONALD E. SMITH

Fellow, Institute of Chartered
Accountants of Nova Scotia
Dartmouth, Nova Scotia

DAVID WALKER

Business Executive
Winnipeg, Manitoba

D. MURRAY WALLACE

Fellow, Institute of Chartered
Accountants of Ontario
London, Ontario


