Assets Under Management
Total assets under management did not change much this year. Drawdowns in the Sustainability Fund to fund
government programs were slightly larger than the growth in balanced funds.
By client type as at March 31, 2011

AIMCo ASSET CLASS
MARKET VALUE
($ MILLIONS)

MONEY MARKET
& FIXED INCOME

INFLATION
SENSITIVE

EQUITIES

OVERLAYS

AIMCo TOTAL

$

68,801

46%

14%

39%

1%

Balanced Funds

$

49,950

26%

19%

53%

1%

18,518
15,466
1,344
769
754
138
48

26%
26%
27%
27%
28%
28%
28%

18%
19%
18%
18%
15%
11%
10%

55%
55%
54%
55%
56%
60%
61%

1%
1%
1%
1%
1%
1%
1%

31,432
18,116
6,339
2,626
2,586
1,522
99
85
60

27%
30%
23%
22%
17%
26%
43%
46%
38%

20%
23%
15%
19%
18%
15%
7%
5%
11%

53%
47%
61%
58%
64%
58%
50%
49%
50%

1%
1%
1%
1%
1%
1%
0%
0%
1%

18,850

98%

2%

0%

0%

15,916
11,396
1,314
2,310
880
10
5

100%
100%
100%
100%
100%
100%
100%

0%
0%
0%
0%
0%
0%
0%

0%
0%
0%
0%
0%
0%
0%

0%
0%
0%
0%
0%
0%
0%

2,935
1,359
871
498
151
27
29

86%
70%
100%
100%
100%
100%
72%

14%
30%
0%
0%
0%
0%
0%

0%
0%
0%
0%
0%
0%
28%

0%
0%
0%
0%
0%
0%
0%

ENDOWMENT FUNDS

Heritage Savings Trust
Heritage Medical Research
Heritage for Science and Engineering
Heritage Scholarship Trust
Long-Term Disability Bargaining Unit
Long-Term Disability Management
PENSION PLANS

Local Authorities
Public Service
Management Employees
Universities Academic
Special Forces
Judges
Judges Supplementary Retirement
Management Supplementary Retirement
Government Funds
SHORT-TERM GOVERNMENT FUNDS

Sustainability
General Revenue
Money Market Depositors(1)
Debt Retirement Account
Alberta Municipal Services Corporation
Management Closed Pension Membership
SPECIAL PURPOSE GOVERNMENT FUNDS

Workers’ Compensation Board
Agriculture Crop Insurance
Alberta Cancer Prevention Legacy
Credit Union Deposit Guarantee
Special Areas Long-Term Account
Alberta Securities Commission
(1) Includes

$

various government agencies, organizations, Crown corporations and other accounts.
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Q+A with the CEO

Q: How did AIMCo perform

A: AIMCo’s absolute fiscal year return of 10.3% on pensions and endowment

in 2010/11?

assets, and 8.2% on total assets including short-term government funds
mostly reflects above average market returns. Active management returns
are inherently volatile. Their contribution was negligible this year, but did add
$750 million over the last two fiscal years. Most of our challenges were in
unlisted assets; valuations often lag when listed markets do well, as they have
done recently. Restructuring costs for underperforming historical private equity
assets detracted about 0.2%. Rapid growth in recent years to many unlisted
categories gave rise to usual lags in return relative to listed benchmarks.

Q: How did AIMCo do

A: Peer comparisons are of limited value. The different circumstances and

relative to its peers?

preferences of organizations are reflected in their policy asset mix and risk limits.
Our clients’ policy to keep foreign currency exposure mostly unhedged did cost
a few percentage points last year, but hedging makes little long-term difference.
Some peers had higher unlisted returns reflecting good decisions often made
a decade earlier; excluding real estate, our unlisted assets are of more recent
vintage. AIMCo is prohibited from specific types of leverage, which some peers
elsewhere used to great advantage in 2010.
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Q+A WITH THE CEO

Economies of scale
AIMCo CLIENTS GET THE BENEFIT OF LARGE ECONOMIES
OF SCALE IN ASSET MANAGEMENT.

Q: Leverage did pay off last

A: Leverage does not always increase risk of loss. Looking just at assets, borrowing

year, but what about the
downside in years like 2008?

to buy stocks does indeed increase total risk: it improves return when asset prices
are rising, but 2008 showed the downside when prices fall. However, proper use of
leverage can reduce asset/liability pension funding risk. Pension funding risk arises
when assets do not resemble the nominal and real return bonds that best match
nominal and real pension promises. Borrowing to buy more of those assets can
lower funding risk.

Q: You are going farther

A: Opportunities do not come in neat geographical packages. We did acquire

afield to buy unlisted assets.
Why not stay closer to home?

a very attractive Canadian industrial real estate portfolio, and we made a
number of investments in Canadian companies seeking to strengthen their
global position. The Chilean toll road acquisition and the Australian timberland
purchase reflect our increased capacity to seek out attractively priced assets
wherever they are located.

Q: Are you considering any

A: AIMCo has a mandate to focus on risk-adjusted return. Alberta assets make
up 8% of the total portfolio. Paradoxically, I have been criticized for focusing too
much on Alberta (i.e., neglecting global portfolio diversification), but also for not
focusing enough on Alberta (i.e., not helping the provincial economy diversify).
Because of strong global long-term demand for resources and agricultural
products, many good future opportunities may be Alberta-related. When one
comes along, we will not let optics stand in the way of earning good returns.

investments in Alberta to
support the local economy?

Q: Are there any big changes
in the attractiveness of
various asset classes?

A: After 30 years of phenomenal bond returns reflecting a drop in interest rates
from 20% to 2%, we see rough weather ahead. The principal of most bonds
may be safe, but buys a lot less on maturity. Stocks may be at risk near-term,
but high quality companies with a strong market position could offer better
long-term return on risk than fixed income. Opportunities in infrastructure may
also increase, as governments face rising funding pressures. Geographically, Asia
may slow down in the near term, but we still believe that Western Canada’s
resources will remain attractive. What looks like the biggest energy technology
revolution in 100 years will create opportunities both in the conventional and
alternative sectors of that market.

Q: What do you see as your

A: Convincing everyone to retain a long-term focus and not be myopic about

biggest challenge in the
years ahead?

quarterly or even annual results. Over most of human history, you had to be good
at surviving today, or there was no tomorrow. Most people have trouble evaluating
long-term costs, risks and opportunities in pension programs, because we have
had less than a century of practice. Our instinctive response to poor results today
is to be wary of pots of gold at the end of long run rainbows. That very reaction
could be what is keeping long-term return on risk higher than it should be.
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Q+A WITH THE CEO

125 jobs

$30 million

AIMCo HAS CREATED OVER
125 PROFESSIONAL JOBS.

AIMCo HAS ADDED $30 MILLION PER YEAR TO THE
ALBERTA ECONOMY.

Q: Where are you in creating

A: Organizations like that do not rise like a phoenix: they take five years or

“an Alberta institutional
manager that ranks among
the best”?

more to mature. Our starting position was less than ideal. In an attempt to
emulate peers, our predecessor organization increased investment complexity
in unlisted assets between 2004 and 2008, without proper operations and
IT support. It was like an old Volkswagen trying to purr like a Porsche. In
Operations, processes and controls are now far more robust, but it still feels like
a construction zone. Most IT projects take 18 months to put in place. To deal
with 10 years of under-investment, we are halfway done implementing a dozen,
without any hiccups. That is a huge accomplishment in itself.

Q: How much did all that
hiring and IT spending add
to client costs?

A: Nothing. Spending that money made it possible to reduce our dependence

Q: So, what do you see as

A: I wish I had a magic wand to “fast forward” the work in progress

AIMCo’s contribution so far?

by a few years, but a lot has already been achieved. We started with an
organization that generated index returns after expenses, with real estate,
mortgages and fixed income doing quite well. We have now attracted most
of the investment professionals needed to get us to “superior” return on risk.
Operations are moving mountains to build the necessary support structure.
Along the way, we have added over 125 professional jobs and $30 million per
year to the Alberta economy.

on expensive externally managed assets and attract the talent to manage more
assets internally at a fraction of the cost without sacrificing return. Our costs
are as low as those of peers of similar size and AIMCo clients get the benefit of
large economies of scale in asset management.

LEO DE BEVER
Chief Executive Officer and Chief Investment Officer
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EXECUTIVE MANAGEMENT TEAM

LEO DE BEVER
Chief Executive Officer and
Chief Investment Officer

CAROLE HUNT, Q.C.
Chief Legal Counsel and
Corporate Secretary

Leo leads the AIMCo team in its efforts to
deliver superior long-term results for our
clients. Leo holds a BA in Economics from
the University of Oregon and received
an MA and PhD in Economics from the
University of Wisconsin at Madison.

Carole manages internal and external
legal services provided to AIMCo and is
responsible for Compliance. Carole holds
BComm, MBA and LLB degrees from the
University of Alberta and is a member of
the Law Society of Alberta.

Sally leads the internal audit function. Sally
holds a CMA designation; is an associate
of the Institute of Chartered Secretaries
and Administrators in Canada; is Certified
in the Governance of Enterprise IT (CGEIT);
and received an MA from the University of
British Columbia.

JAGDEEP SINGH BACHHER
Chief Operating Officer

JOHN OSBORNE
Chief Risk Officer

A.J. (PINE) PIENAAR
Senior Vice President, Client Relations

Jagdeep leads the AIMCo team in
its efforts to build outstanding client
relationships and create an innovative
operational platform to support investment
decision-making. Jagdeep holds a BASc in
Mechanical Engineering and an MASc and
PhD in Management Sciences from the
University of Waterloo.

John oversees the operational and
investment risk management program.
John holds a CA designation, is a CFA
charterholder and received a BAdmin from
Brock University.

Pine leads AIMCo’s team responsible
for building and strengthening client
relationships. Pine holds a BComm from
the University of Natal, South Africa.

WARREN CABRAL
Chief Financial Officer
Warren is responsible for all financial
operations and services for AIMCo. Warren
holds the CA designation, is a member of
the Institute of Chartered Accountants of
Alberta and received a BComm from the
University of Alberta.

SALLY CHAN
Vice President, Internal Audit

LORNE R. ANDERSON
Senior Vice President, Human Resources
Lorne leads our efforts to attract and
retain the best people for the AIMCo
team. Lorne was a senior manager with
one of Canada’s leading chartered banks
and is a Fellow of the Institute of
Canadian Bankers.
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Managing Investment Risk
Most of our portfolios target a higher return than can be earned from investing in relatively safe assets like T-bills and
government bonds. Trying to capture the “upside” from assets with higher expected return like equities is impossible
without accepting the “downside” risk that returns will in extreme circumstances fall short of long-term averages by a
painful margin, as they did in 2008.
The long-term reward for taking risk has remained high, most likely because investors have limited tolerance for
unpredictable and painful short-term surprises. If risk appetite were unlimited, all capital would be allocated to equities,
the asset class with the highest expected return. Our clients place a much lower limit on acceptable risk, and that limit
becomes our “risk budget”, the scarce resource we manage for maximum return.
Asset mix policy and the associated listed market benchmarks provide a measure of client tolerance for “passive” or
“market” risk – underperforming long-run return expectations because of poor short-term market returns. Acceptable
ranges around asset mix policy allocations signal tolerance for “active” risk – underperforming short-term market returns
because of poor returns from active management decisions.
Passive risk is by far the dominant component of total risk. Over four years, the approximate real (inflation-adjusted) value of
$100 million invested in a market index portfolio of 60% stocks and 40% bonds can be below expectations by $50 million
in the worst 1% outcome.
Active risk is small compared to passive risk when considered in isolation. Its incremental contribution to total risk is
usually even smaller, since markets and managers do not typically experience extreme events at the same time.
Pension plans are also concerned about “asset/liability mismatch” risk – the possibility of pension obligations growing
faster than pension assets, causing the plan to become underfunded. Pension obligations typically look like some
combination of conventional and inflation-linked government bonds. Investing pension contributions in those assets
would keep assets growing at the same pace as liabilities. However, most plans mismatch assets and liabilities by
allocating most of their assets to stocks, hoping that the higher return will reduce the long-term contributions required
to finance pensions.
If we expect to earn a return on risk, we cannot eliminate passive, active, and asset/liability risk, but we can measure and
manage it within client-defined limits. Risk measurement and management is as much a language for comparing and
contrasting return and risk across opportunities as it is a set of numbers measuring historically observed extreme
annual losses.
We stress test our portfolios to see the impact of various extreme historical and potential market scenarios. We also
continuously monitor key operational and financial risks including credit, market, solvency, liquidity and counterparty
concentration risk for derivatives.
Quantitative investment risk measurement systems have improved over the last 20 years. When used properly, they
provide a good measure of how bad things can become in extreme circumstances. We continue to recruit more risk
management staff and invest in better risk technology. Continuous review of measured risk is also an excellent way of
gauging whether investment strategy has been properly implemented.
A few years ago we set a $500 million target for return on active risk net of expenses, or about 1% of our balanced
pension and endowment funds. To constrain downside risk from active management, we set an active risk budget that
will over four years allow us to reach this target if risk is deployed with the skill of a first quartile manager.
AIMCo’s capacity to deliver consistently positive active return will increase with the maturity of our investment program.
Over time, we expect to raise the annual active return target, which will require a commensurate increase in the active
risk budget needed to achieve that return.
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Investment Performance
TOTAL AIMCo PERFORMANCE
AIMCo’s total fund return was 8.2% for the year ended March 31, 2011, marginally better than the AIMCo Total Fund
Benchmark. Most listed assets earned a higher than market return, but that was offset by lower than market returns in
unlisted assets. The return on pension and endowment assets was 10.3%.
AIMCo’s Total, Balanced and Short-Term Government Performance
PERFORMANCE
AIMCo TOTAL FUND

Benchmark
BALANCED FUNDS

Benchmark
SHORT-TERM GOVERNMENT FUNDS

Benchmark

ANNUALIZED RETURNS (%)
AS AT MARCH 31, 2011
1 YEAR
2 YEAR

8.2
8.2

10.1
9.6

10.3
10.5

14.0
14.1

3.1
2.5

3.2
1.7

PERFORMANCE BENCHMARKS
When AIMCo was formed, performance was measured by about 90 separate benchmark components. Some were minor
variants of the same listed market benchmarks. Others reflected absolute return aspirations that already included the
expected return from active management.
A policy benchmark should measure the net return our clients could achieve without AIMCo, by passively implementing
investment policy with listed bond and stock market index investments. Unlisted allocations should be linked to the
closest listed return and risk proxy. Consistent with this principle, AIMCo adopted internal performance management
benchmarks on July 1, 2009.
The differences between the AIMCo and client benchmarks have diminished over time as most clients agreed that our
approach had merit because it made a better distinction between short-term market forces and incremental return from
manager skill. The market benchmarks pose a higher hurdle in rising markets, while the older absolute return targets
were impossible to achieve in a year like 2008.
There is now broad agreement on benchmarks between AIMCo and its clients. Judging historical outcomes using measures
now seen as less than perfect is not helpful. The timing of benchmark changes by itself added to the confusion. So we
are reporting results for calendar years 2009/10, and for the last two fiscal years against AIMCo benchmarks in effect in
the last fiscal year.
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INVESTMENT PERFORMANCE

AIMCo Market Return Benchmarks
As at March 31, 2011

ASSET CLASS

BENCHMARK

FIXED INCOME

Cash and Money Market
Short-Term Bonds
Medium-Term Bonds, including Mortgages
Long-Term Bonds

DEX 30-Day T-Bill Index or DEX 91-Day T-Bill Index
DEX Short-Term All Government Index
DEX Universe Bond Index
DEX Long-Term All Government Bond Index

INFLATION SENSITIVE AND ALTERNATIVES

Real Estate, Canadian and Foreign
Real Return Bonds
Private Debt and Loan
Timberlands
Infrastructure
Commodities

Realpac/IPD Canadian Large Fund Index(1)
DEX Real Return Bond Index
70% DEX Real Return Bond Index/30% MSCI World Index
50% DEX Real Return Bond Index/50% MSCI World Index(2)
50% DEX Real Return Bond Index/50% MSCI World Index(2)
MSCI All Country World Index(3)

EQUITIES

Canadian Public
Global Public
Emerging Markets Public
Hedge Funds
Private Equity

S&P/TSX Composite Total Return Index
MSCI World Index
MSCI Emerging Markets Index
MSCI All Country World Index(4)
25% S&P/TSX Composite Total Return Index/
75% MSCI World Index (ex Japan)

OVERLAYS

Asset Allocation and Overlay Pools

Benchmark appropriate for underlying asset class

(1) Came

into effect July 1, 2010. Custom benchmark of IPD comprised of Canadian institutions of over $1.5 billion covering about 80% of the total capital
value of the IPD Index.

(2) Hedged
(3) For

to Canadian dollar.

the period between April 1, 2010, and June 30, 2010, the benchmark for the Commodities asset class was the S&P GSCI Total Return Index.

(4) For

the period between April 1, 2010, and January 31, 2011, the benchmark for the Hedge Funds asset class was the HFRX Global Hedge Fund Index
(hedged to Canadian dollar).
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INVESTMENT PERFORMANCE

MONEY MARKET

Portfolio Strategy
AIMCo manages $5.2 billion in money market assets. The objective is capital preservation, liquidity and superior
risk-controlled return relative to benchmark.

Performance
Absolute returns remain low but our money market funds outperformed the benchmark by 0.3%, through increased
exposure to credit and floating rate notes with superior returns relative to other money market securities. We often kept
duration shorter than benchmarks and benefited from Bank of Canada interest rate hikes in the summer of 2010.

FIXED INCOME

Portfolio Strategy
AIMCo manages $23.9 billion in fixed income assets. The portfolio provides liquidity and targets superior risk-adjusted
returns. Our active return strategy has four principal components: interest rate change anticipation, sector rotation, relative
value, and anticipating yield curve change.

Performance
Our universe and long bond portfolios returned 6.9% and 8.2%, respectively, outperforming their benchmarks by
1.8% and 0.1%. Total returns have been unusually strong over the past two years as markets recovered from the credit
crisis of 2008, and Corporate and Provincial credit spreads stabilized, despite relatively large new issuance in both sectors.
The portfolio remains overweight in high quality corporate bonds with attractive risk-adjusted returns, which should
benefit from continued economic and balance sheet improvements. We expect rates to rise at some point, causing
total bond returns to be low or negative. Since timing is uncertain, we are careful to find pockets of incremental return
to balance the cost of our cautious stand on duration.

MORTGAGES

Portfolio Strategy
AIMCo’s $2.3 billion mortgage portfolio meets client needs for stable monthly cash flows. We mostly hold high quality
first Canadian mortgage loans, secured by offices, shopping centres, industrial properties, and by Canada Mortgage and
Housing Corporation (CMHC) insured multi-unit residential properties. We invest opportunistically in higher risk, higher
return Specialty Mortgages (mezzanine loans, bridge loans, B-notes, second mortgages). We pride ourselves on
committing quickly and closing efficiently on larger loans. Looking ahead, we are examining U.S. opportunities created
by credit market dislocation.

Performance
The Mortgage portfolio returned 6.7%, 1.6% more than benchmark, mostly because of rapid spread contraction.
All of our loans are in good standing. The Canadian mortgage market remains robust. We committed $351 million
of new mortgage investments in nine separate transactions.

ANNUAL REPORT 2010/11
ALBERTA INVESTMENT MANAGEMENT CORPORATION

17

INVESTMENT PERFORMANCE

Inflation Sensitive
Inflation Sensitive assets are designed to have long-term, sustainable cash flows in sync with our clients’ obligations
and objectives.
Inflation Sensitive Performance
As at March 31, 2011

AIMCo TOTAL FUND COMPOSITE –
INFLATION SENSITIVE
INFLATION SENSITIVE

MARKET VALUE(1)
($ MILLIONS)

11.3
12.2

3.9
9.8

10.9
11.0

-2.9
6.2

1,882

10.5
10.6

9.9
10.5

11.0
11.1

13.1
14.5

5,580

12.5
13.4

1.9
7.1

12.8
11.2

-8.4
-0.1

1,716

8.2
10.1

4.8
18.1

5.9
10.7

3.1
20.2

559

9.6
10.1

1.0
18.1

7.2
10.7

-7.2
20.2

95

18.1
11.3

14.4
6.2

4.1
4.9

0.6
-3.0

Benchmark
REAL ESTATE

Benchmark
PRIVATE INFRASTRUCTURE

Benchmark
TIMBERLANDS

Benchmark
COMMODITIES

Benchmark

CALENDAR YEAR RETURNS (%)
2010
2009

10,010

Benchmark
REAL RETURN BONDS

ANNUALIZED RETURNS
AS AT MARCH 31, 2011 (%)
1 YEAR
2 YEAR

(1) Inflation

Sensitive Total includes $178 million from Private Debt and Loan, excluded from this table as it was established late in 2010 and did not have a full
year of return performance.

REAL RETURN BONDS
The majority of AIMCo’s CPI-linked real return bonds are buy-and-hold Government of Canada issues. On March 31, 2010,
all real return bond holdings were amalgamated into one pool to reduce management and trading costs and operational risk.
The portfolio returned 10.5%, underperforming its benchmark by 0.1%. AIMCo continues to monitor inflationary
environments both in Canada and globally to look for value-adding strategies for this portfolio.
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INVESTMENT PERFORMANCE

TIMBERLAND

Portfolio Strategy
Timberland investments provide inflation hedging and a long-term duration match with client liabilities. AIMCo’s Timberland
portfolio consists of four assets valued at $559 million.
In North America, the U.S. housing market collapse created a dislocation between timberland prices and the forest
product end market. In South America and other emerging markets, land pricing continues to be strong, driven by the
expansion of local forest industries and the growth in bio-fuel projects.
Going forward, AIMCo will shift its geographic focus from North America to emerging markets in Central and South America,
Southeast Asia and Sub-Sahara Africa. We will likely hold less of the traditional North American species and more poplar,
willow and fast-growing eucalyptus. Our investment scope may also be expanded to include opportunities related to
bio-fuel for power generation, wood pellets and forestry carbon credits. We will also explore the benefits of investing in
agricultural lands.

Performance
The AIMCo timberlands portfolio generated a 9.6% return, underperforming its benchmark by 0.5%.
In late 2010, AIMCo partnered with the Australia New Zealand Forest Fund to acquire the timberland assets of Great
Southern Plantations for a total purchase price of AUD $415 million. We expect the Great Southern Plantations timberland
assets to evolve into a high quality institutional estate, encompassing timber plantations and mixed agricultural land uses.
Doing this transaction directly saved an estimated $3 million in transaction fees and $3 million in annual investment
management fees.
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INVESTMENT PERFORMANCE

The following were the most significant derivative programs during the year:
1. Equity index total return swaps (Index Swaps)

The portion of the public equity asset class that is allocated to the Core Indexing style uses equity index swaps to gain
exposure to Canadian and world equity indices. The benefits of using index swaps, instead of the actual stock purchases,
include immediate, efficient access to equity markets, and cost-effective implementation and liquidity.
A typical structure includes a swap where AIMCo receives a total return on an equity index (such as MSCI World), and
pays a short-term floating rate. The underlying cash is invested in a money market pool, which earns a short-term
floating rate.
2. Currency forwards

Currency forward contracts are utilized to manage AIMCo’s currency allocation relative to the benchmark allocation.
The portfolio managers for each asset class implement their desired active currency positioning relative to the benchmark,
within policy limits. To a smaller extent, currency forwards are utilized to take tactical currency positions.
Total AIMCo – Derivative Positions
As at March 31, 2011

DERIVATIVES EXPOSURE

MARKET VALUE(1)
($ MILLIONS CAD)

FUTURES/FORWARDS

$

Currency FX Forward
Index Future
Bond Future
Currency FX Spot
Commodity Future
SWAPS

Index Swap
Asset Swap
Cross Currency Swap
Credit Default Swap
OPTIONS

Equity Option
FX Option
Warrant
Fixed Income Option
Right
Total Derivatives
(1) Market

Value: The outstanding pay or receive obligation of the derivative contract due to changes in market levels.

(2) Notional

32

Value: The net economic exposure of the derivative.
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$

59
78
-22
5
-0
-0

NOTIONAL VALUE(2)
($ MILLIONS CAD)

$

16,506
13,789
1,782
511
421
3

-29
-17
-29
58
-41

14,801
11,830
1,852
1,044
75

168
-4
19
154
-2
0

4,026
2,128
1,551
210
136
1

199

$

35,333

INVESTMENT PERFORMANCE

CURRENCY
Generally, AIMCo does not hedge foreign currency exposure. There are exceptions (such as foreign real estate, infrastructure
and timberlands) where the assets are largely outside Canada, but have benchmarks that are Canadian-dollar hedged. From
time to time, we also use hedging and active currency management to opportunistically enhance returns.
Total AIMCo – Currency Exposure
As at March 31, 2011

CURRENCY

CANADIAN
DOLLAR

U.S.
DOLLAR

EURO

BRITISH
POUND

73.4

13.5

3.5

2.2

AIMCo actual (%)

JAPANESE AUSTRALIAN
YEN
DOLLAR

2.1

SWISS
FRANC

OTHERS

AIMCo
TOTAL

0.7

3.1

100.0

1.4

PROXY VOTING
AIMCo has a right and responsibility to thoughtfully vote on all proxies that we receive for shares owned on behalf of
our clients. We internally review proxy material for any Canadian company where AIMCo clients own a large stake and
undertake independent research on important governance issues. Proxy voting is outsourced to a specialist advisory firm,
Glass Lewis & Co., which monitors shareholder meeting schedules and issues, and provides accountability to both AIMCo
and its clients. While Glass Lewis & Co. is a fully independent proxy voting service provider, AIMCo reserves the right to
override them.

SECURITY LENDING
Continuing challenges in credit markets during 2010 dictated prudence for AIMCo in our securities lending activities.
In 2008, a program was implemented to maintain a low tolerance for risk in lending, to primarily help with preservation
of capital. No losses have been incurred in the program over the past three years. As credit markets continue to improve,
AIMCo will consider opportunities with a moderately increased risk profile, to achieve higher returns.

RESPONSIBLE INVESTING
In 2010, AIMCo became a signatory to the United Nations Principles for Responsible Investing (UNPRI). We believe that
responsible investing is a strategy that seeks to maximize both financial return and social good. We are developing a
policy that best balances the aims of both goals. Responsible investing is 80% common sense and 20% further analysis
and research. The UNPRI is driven by six Guiding Principles:
1. Incorporating environmental, social and corporate governance (ESG) issues into investment analysis and decision-

making processes.
2. Being active owners and incorporate ESG issues into our ownership policies and practices.
3. Seeking appropriate disclosures on ESG issues by the entities in which we invest.
4. Promoting acceptance and implementation of the Principles within the investment industry.
5. Working together to enhance our effectiveness in implementing the Principles.
6. Reporting on our activities and progress towards implementing the Principles.
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Building an Innovative Operational Platform
During 2011, we progressed on a number of initiatives designed to effectively staff the organization, increase our internal
asset management capability and establish improvements in our governance, risk and systems processes for the future.
We purposefully increased our headcount and made capital investments, both in the investment management and investment
operations areas. We believe this investment in people has and will continue to result in improvements in investment
returns, risk management and corporate governance, all directly related to AIMCo’s overall vision. Capital investments
were focused on system improvements and replacing underfunded legacy systems.
We focused attention on our investment portfolios: fostering collaboration among asset class teams in order to bring the best
opportunities to our clients, eliminating underperforming assets and funds, restructuring pools as required to respond to
regulation requirements of our clients. This is reflected in our results as higher direct external costs for asset administration,
legal and other costs. Some of these costs will be one-time, but some reflect the high cost of client regulation.
We also worked to deliver more direct deals, shifting assets under management (AUM) into more cost-effective internally
managed assets. The impact of this shift is already being seen as 2011 saw a $9.4 million reduction in external management
fees, and drove the percentage of total costs related to externally managed assets down to 68% from 74% last year. This
reduction also reflects the impact of management’s earlier initiatives to amend external management compensation
arrangements. The cost-effectiveness of internally managed assets is best reflected through a comparison of the cost of
performance. Based on accrued internal and external performance costs in 2011, cost of performance of an externally
managed asset is 5.3 times higher than that of an internally managed asset. AIMCo’s strategy is to continue to utilize
external managers to exploit opportunities where AIMCo does not have or is not in the process of developing internal
capabilities. AIMCo will continue to review the net returns after fees for all investment opportunities when determining
whether the investment is executed internally or externally.

PEOPLE
The Operations side of AIMCo was starved for resources in the decade prior to AIMCo. We made it a priority to grow the
team and most of our hiring in 2009 and 2010 targeted Operations areas: Finance, Investment Operations, Systems and
Technology. The Operations areas now represent 55% of our staff at AIMCo. We also continue to look for people who
are excited about building an innovative operational platform to support investment decision-making.

PROCESS
We inherited a significant number of manual processes, and have been streamlining them in 2009 and 2010. Over the next
two years, we are working on ensuring leading practices and transparency in our operating environment. To demonstrate
this, AIMCo is seeking an independent audit of its internal controls for Type II certification under Section 5970 of the
Canadian Institute of Chartered Accountants (CICA) Handbook. We expect our first report in early 2012. Our IT organization
has also embarked on adopting CobiT (the IT control framework of the IT Governance Institute). In 2010, we seamlessly
separated our IT infrastructure from the Government of Alberta.
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INTERNAL AUDIT
The Internal Audit team operates with a small internal group complemented by a co-source arrangement with an audit
firm. The group acts as the independent eyes and ears for the organization, providing expert advice on best practices and
remediation to improve systems, processes, methodologies and the skills of our people in operational areas.

TECHNOLOGY
All the technology systems we inherited in 2008 need to be upgraded or replaced over the next two years. We began this
process in 2009 and successfully replaced our derivatives management system in 2010. We believe in spending at least
50% of our time planning new technology implementations. In 2011, we will begin implementation of our new portfolio
management system and are investing in improved data management. We have established a disciplined approach to
project management and an IT change management group to build our innovative operational platform.

MANAGING COSTS
AIMCo operates on a cost-recovery basis. All costs are allocated back to clients on a fair and equitable basis.
Actual operating expenses for the year ended March 31, 2011 were $248.1 million (or 0.36% of invested assets) versus
$229.0 million (or 0.32% of invested assets) last year. Total operating expenses increased compared to last year as a result
of operational initiatives designed to improve our operational effectiveness. External investment management costs
(excluding performance fees) decreased from last year by $9.4 million to $116.7 million. These savings were redeployed in
initiatives aimed at improving investment returns, risk management and corporate governance, resulting in higher costs
related to internally managed assets.
AIMCo uses CEM Benchmarking Inc. for analyzing and comparing AIMCo’s costs. In 2008 and 2009, AIMCo showed a
lower cost relative to peer organizations.
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People Strategies
AIMCo started 2008 with 138 professionals. In three years, we have grown to 260. Many are attracted by the unique
opportunity to be part of a nimble and entrepreneurial organization with a global $70 billion platform in Western Canada.
Because we are still in building mode, we put a lot of emphasis on internal talent development, as part of a more general
search for experienced people looking for the next big challenge in their career. We need people who feel at home in an
organization abuzz with the excitement that comes with the opportunity to work on key operations, IT and investment
initiatives, and being accountable for sizable projects.
Our organization is very results oriented. Every AIMCo employee from the CEO down has five key goals designed to
maximize his/her personal contribution over the coming year in helping execute the business plan approved by our Board
of Directors. The current set of goals for the CEO and the organization reflect that we are still building a management
organization to rank among the best, as envisioned when AIMCo was created:
1. Deliver $500 million value-added over market returns.
2. Become more effective at finding investment opportunity by promoting collaboration across teams.
3. Improve communication with clients and Government.
4. Improve our measures of risk and its management across the organization.
5. Strengthen the senior management team.

We are working on developing a base of future investment professionals in Alberta, in partnership with Alberta universities.
One initiative is the founding of the Alberta Finance Institute to fund graduate student research and seminars.
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Compensation Discussion and Analysis
Consistent with best practices, AIMCo has designed its executive compensation program to meet clearly defined principles
and objectives, which are articulated below. This section also describes AIMCo’s compensation program design, and
the total compensation package for each of AIMCo’s seven named executive positions identified as the Corporation’s
key decision-makers.

EXECUTIVE COMPENSATION PRINCIPLES
AIMCo’s executive compensation program is founded upon the following guiding principles:
• AIMCo must remain competitive in how it compensates employees;
• Compensation should be closely tied to performance;
• Incentive compensation plans and performance benchmarks should align closely with long-term stakeholder objectives.

AIMCo is striving to be among the best institutional investors in Canada, and competition for the talent required to
achieve that goal is fierce. AIMCo competes in the global market place with the world’s most sophisticated financial
services firms, including top investment and asset managers. Competitive compensation is essential in attracting and
retaining the most talented executives.
At the same time, AIMCo believes it is imperative that compensation be closely linked to individual performance, measured
relative to personal goals and objectives, as well as relevant, independent benchmarks for investment performance.
These strategic principles provide the foundation for a series of building blocks comprising AIMCo’s compensation program:
• AIMCo pays a competitive base salary, aligned with our comparator group in the Canadian pension fund

management industry.
• The annual and long-term incentive payments are designed to pay for persistent value-added performance above

AIMCo investment benchmarks, measured over rolling four-year cycles.
• Active management should deliver value over AIMCo benchmarks representing the listed proxy relevant to each asset class.
• For investment professionals, the value-added component is calculated at both the asset class and total fund levels,

while corporate services and operations staff are rewarded based on total fund performance.
• Value-added calculations are net of all external and internal costs, and represent pure incremental return to our clients.
• Each year, employees articulate measurable personal goals and objectives in support of AIMCo’s business plan. Part of

their annual incentive payment is based on how well they have achieved those goals.

COMPONENTS OF COMPENSATION
Base Salary: AIMCo targets salaries and incentive percentages at the median for larger pension fund managers as
determined by Canadian investment management surveys conducted annually by the consulting firms William H. Mercer
and Towers Watson. Employees not part of the Collective Bargaining Unit who do not participate in the Long-Term
Incentive Plan are eligible for an annual merit salary increase effective January 1 of each year, depending upon individual
performance evaluations.
Annual Incentive Plan (AIP): Most employees not part of the Collective Bargaining Unit are entitled to base salary plus
an AIP payment. Employee AIP target percentages are set with reference to market data, and have a maximum value of
two times target at maximum personal, asset class and fund performance.
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Long-Term Incentive Plan (LTIP): The long-term incentive plan (LTIP) was first introduced in 2009 to provide retention
and motivation awards for key investment, executive and operations leaders. Eligible employees must qualify for awards
yearly, based on performance and potential contribution to AIMCo over the longer term. LTIP is market based, and has a
maximum value of three times the award grants if maximum asset class and fund performance stretch targets are achieved.
LTIP grants can diminish to zero, depending upon asset class and fund performance over the relevant four-year period.
For each of 2009 through 2011 the stretch target has been $500 million.
AIP and LTIP comprise approximately three to five cents for every dollar of value-added above performance benchmarks –
substantially less than performance fees paid to external managers.
Restricted Fund Units (RFUs): AIMCo grants certain employees RFUs to address the “gap” period between commencement
of employment and vesting of LTIP grants. The target amount for RFU grants is the median expected LTIP grant for that
employee. Actual RFU payments also vary with fund performance and could be without value at vesting.
Pension: AIMCo participates in two defined benefit pension plans, the Management Employees Pension Plan and the Public
Sector Pension Plan, which were grandfathered based on participation prior to AIMCo’s incorporation on January 1, 2008.
A new Defined Benefits Supplementary Retirement Plan has also been established to mirror the Government of Alberta’s
Supplementary Plan for the grandfathered employees who qualify. All new employees who are not part of the collective
bargaining unit are required to participate in a defined contribution pension plan and defined contribution supplementary
retirement plan sponsored by AIMCo.
Benefits: A broad range of market competitive benefits are provided to employees, including health and dental
coverage, short-term and long-term disability insurance, travel insurance, a learning and wellness benefit and subsidized
public transit.
Collective Bargaining Unit Employees: Negotiations have commenced with the Alberta Union of Provincial Employees on
a new collective agreement for our unionized employees. The existing collective agreement expired on August 31, 2010.

COMPENSATION RESULTS
Total compensation costs were $47.8 million for 2011, an increase of $9.2 million over fiscal 2010, primarily due to our
expanded bench strength and improved investment performance.
This year, a special discretionary component within the Annual Incentive Plan was approved by the Human Resources
Compensation Committee to account for unique circumstances facing AIMCo:
• The Corporation underwent strategic restructuring in several illiquid asset classes, positioning the fund for better

long-term results.
• Returns on these new assets tend to be negative in the short term (J-Curve effect).
• Significant work remains in building the risk, operations and investment platforms required of a world class

investment manager.
AIMCo’s Board will review annually whether the special discretionary component remains relevant to ensure existing
employees are equitably compensated for the change in investment strategies and operations initiatives.
The first LTIP payouts, based on the previous four years asset class and total fund performance, will occur in 2013 for the
grants awarded in January 2009 (to vest on December 31, 2012). The accrued value of those first payments is $3.7 million
as at March 31, 2011. The total accrued value of all LTIP grants is $6.7 million as at March 31, 2011. There were 73 LTIP
participants in 2011, with grants totaling $5.6 million maturing on December 31, 2014.
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Governance
AIMCo is committed to the highest standards of corporate governance. We believe that the policies, processes and
institutions that form a robust corporate governance framework are integral to the achievement of our goal to be among
the best institutional investment managers. AIMCo’s corporate governance framework is a set of policies and procedures
that dynamically adjust to facilitate a corporate culture of integrity and accountability in the pursuit of our goals.

BOARD OF DIRECTORS
The Board of Directors is responsible for overseeing management of the business and affairs of AIMCo. As part of this
mandate, the Board sets the strategic direction of the Corporation and oversees the development and implementation of
policies and procedures that govern the conduct of AIMCo’s business. In order to be appointed to the Board, a director
must have demonstrated experience in investment management, finance, law, or served as an executive or director with
a large, publicly traded company. All directors are independent of management.
Directors are required by statute to act honestly and in good faith with a view to the best interests of the Corporation and
are required to exercise the care, diligence and skill that a reasonable and prudent person would exercise in comparable
circumstances. The Board of Directors meets six times every year with meetings scheduled one year in advance. Additional
meetings are arranged as required.

BOARD COMMITTEES
The Board of Directors has established four standing committees, which assist the Board in discharging its responsibilities:
• The Investment Committee oversees the investment activities and operations of AIMCo, which includes the receipt of

investment- and risk-related reports from management and the review and approval of certain investment-related
matters. The Investment Committee comprises all of the members of the Board of Directors with Virginia Holmes
serving as Chair.
• The Audit Committee oversees financial reporting processes, development and implementation of internal controls,

conduct of the audit process, compliance with applicable laws and regulations, and implementation of AIMCo’s
whistleblower policy. The Audit Committee consists of Cathy Williams (Chair), George Gosbee, Ross Grieve and
Daryl Katz.
• The Governance Committee oversees the policies, processes and procedures that comprise AIMCo’s corporate

governance framework, which includes overseeing the terms of reference for the Board of Directors and each Board
committee, and ensuring the effective operation of the Board of Directors. The Governance Committee consists of
Andrea Rosen (Chair), Ross Grieve and Mac Van Wielingen.
• The Human Resources and Compensation Committee oversees the human resources strategy and policies of the

Corporation, which includes ensuring that human resources policies are aligned with corporate objectives, reviewing
employee compensation and providing oversight on labour relations strategy. The Human Resources and Compensation
Committee consists of Clive Beddoe (Chair), Virginia Holmes, Andrea Rosen and Mac Van Wielingen.
At every meeting of the Board of Directors, the Board and all committees have in camera sessions, without
management attending.

BOARD ATTENDANCE AND REMUNERATION
The Board held six regular meetings in fiscal 2011: three in Edmonton, two in Calgary and one in Toronto, as well as two
special meetings conducted by teleconference. The Investment Committee held eight meetings, two of which were
conducted by teleconference.
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The table below shows each director’s attendance relative to the number of meetings held by the Board and committees
of which he or she was a member.
Board Attendance and Remuneration
As at March 31, 2011

BOARD OF DIRECTORS

HUMAN
RESOURCES GOVERNANCE
COMMITTEE COMMITTEE

AUDIT
COMMITTEE

SPECIAL

6/6

5/5

2/3

–

5/6

4/5

3/3

–

5/6

–

4/5

3/3

1/1

5/5

–

5/5

3/4

2/3

3/3

1/1

2/2

1/1

3/3

3/3

1/1

6/6

2/2

–

6/6

2

5/5

3/3

DARYL KATZ

5/6

1/2

5/6

–

–

4/5

3/3

FRANK P. LAYTON, Q.C.(5)

1/1

–

–

0/1

1/1

1/1

–

ANDREA ROSEN

5/6

2/2

–

6/6

6/6

4/5

2/3

A. CHARLES

SPECIAL

6/6

2/2

1/1

4/5

5/6

2/2

5/6

5/6

2/2

4/5

INVESTMENT COMMITTEE
REGULAR

BAILLIE(1)

REGULAR

Chair of the Board
GEORGE GOSBEE

Vice Chair of the Board
CLIVE BEDDOE

Chair, Human Resources Committee
DAVID BISSETT(2)
ROSS

GRIEVE(3)

VIRGINIA HOLMES

(4)

Chair, Investment Committee

Chair, Governance Committee
MAC VAN WIELINGEN

5/6

2/2

–

4/6

4/6

4/5

2/3

CATHY WILLIAMS

5/6

1/2

6/6

–

–

5/5

2/3

Chair, Audit Committee
(1) Charles

Baillie, as Chair of the AIMCo Board of Directors, is an ex-officio member of the Audit, Human Resources and Governance Committees and attends
Committee meetings regularly. As the Human Resources and Audit Committee meetings are held concurrently, Mr. Baillie generally alternates his attendance
between the two.

(2) David

Bissett retired from the Board effective December 31, 2010.

(3) Ross

Grieve was appointed to the Board on September 16, 2010 and attended his first Board Committee meeting on September 23, 2010. Prior to his
official appointment to the Audit and Governance Committees on November 25, 2010, Mr. Grieve attended meetings of each Committee as a guest.

(4) Virginia
(5) Frank

Holmes is not a regular member of the Governance Committee; she attends Committee meetings periodically as a guest.

P. Layton, Q.C. resigned from the Board on April 23, 2010.

BOARD REMUNERATION
Directors’ compensation is prescribed by Provincial regulation. Board members receive annual retainers and meeting fees
as described in the table below. The Board Chair, Vice Chair and committee Chairs receive additional retainers to
recognize the incremental responsibility associated with those positions. Directors have not been paid separate meeting
fees for Investment Committee meetings held the same day as regular Board meetings.
Board Fees
As at March 31, 2011

BOARD OF
DIRECTORS

Base Retainer (Annual)

$

20,000

AUDIT
COMMITTEE

$

–

HUMAN RESOURCES
COMMITTEE

$

–

GOVERNANCE
COMMITTEE

$

–

INVESTMENT
COMMITTEE

$

–

Chair Retainer (Annual)

50,000

10,000

7,500

7,500

7,500

Vice Chair Retainer (Annual)

10,000

–

–

–

–

1,000

1,000

1,000

1,000

1,000

Meeting Fees
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The following table shows payments made to directors based on individual attendance and prescribed fees as described in
the preceding table.
Director Remuneration
As at March 31, 2011

A. CHARLES BAILLIE,
GEORGE GOSBEE,

Chair

Vice Chair

BASE
RETAINER
(ANNUAL)

CHAIR
RETAINER
(ANNUAL)

$ 20,000

$ 50,000

20,000

–

COMMITTEE
CHAIR
RETAINER
(ANNUAL)

VICE CHAIR
(ANNUAL)

$

–

$

MEETING FEES
($1,000 PER
TRAVEL
MEETING)(1) REMUNERATION

TOTAL

–

$ 19,000

$ 4,000

$ 93,000

10,000

4,298

20,000

1,000

55,298

(1)

CLIVE BEDDOE

20,000

–

–

7,500

15,000

1,000

43,500

DAVID BISSETT(2)

15,000

–

–

–

17,000

–

32,000

ROSS GRIEVE(3)

10,822

–

–

–

11,000

1,000

22,822

VIRGINIA HOLMES

20,000

–

–

7,500

20,000

10,000

57,500

DARYL KATZ

20,000

–

–

–

14,000

–

34,000

1,192

–

–

–

2,000

–

3,192

ANDREA ROSEN

20,000

–

–

7,500

22,000

4,000

53,500

MAC VAN WIELINGEN

20,000

–

–

–

17,000

–

37,000

CATHY WILLIAMS

20,000

–

–

11,355

14,000

1,000

46,355

FRANK P. LAYTON, Q.C.(4)

(5)

(1) George

Gosbee was Acting Chair of the Audit Committee until the appointment of Cathy Williams in September 2009. Adjustments were made to
Mr. Gosbee’s quarterly remuneration in June 2010 to account for payment of the Audit Committee Chair retainer while Mr. Gosbee held that position.

(2) David

Bissett retired from the AIMCo Board of Directors effective December 31, 2010.

(3) Ross

Grieve was appointed to the AIMCo Board on September 16, 2010 and was compensated on a per diem pro rata basis for the quarter ending
September 30, 2010.

(4) Frank

P. Layton, Q.C. resigned from the AIMCo Board of Directors effective April 23, 2010 and was compensated on a per diem pro rata basis for the quarter
ending June 30, 2010.

(5) Adjustments

were made to Cathy Williams’ quarterly remuneration in June 2010 to properly account for payment of the Audit Committee Chair retainer.

DIRECTOR ORIENTATION AND CONTINUING EDUCATION
AIMCo provides new directors with a comprehensive orientation to the business and affairs of the Corporation. This
orientation is designed to inform new directors of their responsibilities as directors and provide them with the background
information required to make informed decisions and judgments respecting the issues that face the Board. New directors
are provided with comprehensive written materials and access to management for the purpose of acquiring the knowledge
required to discharge their responsibilities. Continuing director education is integral to achieving and maintaining a high
standard of corporate governance. Meetings of the Board of Directors include educational opportunities for directors to
enhance their knowledge of the Corporation and industry.

STANDARDS OF CONDUCT FOR DIRECTORS
The Board of Directors has adopted various policies that outline acceptable standards of conduct for directors, including
the Director Trading Policies and the Director Conflict of Interest Policy. A new Director Appointment Policy for Portfolio
Investments was implemented during the fiscal year.

CODE OF CONDUCT
AIMCo has adopted a Code of Conduct and Ethical Standards, which contains principles and guidelines for ethical
behaviour at AIMCo. The Code applies to all AIMCo employees, including executive officers. Compliance with the Code is
a condition of employment with AIMCo. AIMCo employees receive annual training regarding their obligations under the
Code. Additionally, AIMCo has established a whistleblower policy and reporting service, which provides all employees,
service providers and clients with the ability to confidentially report any failure to comply with the Code.
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1. A. CHARLES BAILLIE, O.C.
A. Charles Baillie, O.C., Chair, is the
former Chief Executive Officer and
Chairman of the Board of TorontoDominion Bank. Charles serves on the
boards of TELUS Corp., Canadian National
Railway Co. and George Weston Ltd.
Charles was appointed an Officer of the
Order of Canada in 2006, inducted into
the Canadian Business Hall of Fame in
2007 and named Canadian International
CEO of the Year in 2000. He is Chancellor
Emeritus of Queen’s University and a
former Chair of the Canadian Council of
Chief Executives. Charles holds an MBA
from Harvard Business School.
2. GEORGE F. J. GOSBEE
George F.J. Gosbee is the Chairman,
President and CEO of AltaCorp Capital
Inc. He is a board member of Chrysler
Group LLC in Detroit and co-founder
of MASS LBP. George is currently an
advisor on the Government of Canada’s
Economic Advisory Council, a member of
the Canadian Council of Chief Executives,
a Director for the National Ballet School
Foundation and an Advisor to the School
of Public Policy at the University of
Calgary. He was honoured by the World
Economic Forum as one of 200 Young
Global Leaders, has received the Haskayne
School of Business’ Distinguished Alumni
Award and was awarded Entrepreneur
of the Year for the Prairie Region by
Ernst and Young.

3. CLIVE J. BEDDOE
Clive J. Beddoe is a founding shareholder,
former President and Chief Executive
Officer and current Chairman of the
Board of Directors of WestJet Airlines.
Clive is the recipient of numerous awards
and honours including induction in the
Visionaries category to the Marketing
Hall of Legends in 2009. In 2008 he was
named Distinguished Entrepreneur of the
Year by the University of Victoria. Clive
holds an Honorary Doctorate of Law from
the University of Calgary and from Wilfrid
Laurier University.
4. DAVID A. BISSETT
David A. Bissett is the founder of Bissett
and Associates Investment Management
Ltd., which is now a division of Franklin
Templeton Investments. David has an LLB
from Dalhousie University and is a CFA
Charterholder. He retired from the Board
on December 31, 2010.
5. ROSS A. GRIEVE
Ross A. Grieve is the Chairman of the
Board of Directors and former Chief
Executive Officer of PCL Construction
Holdings Ltd. He also serves on the boards
of Melcor Developments, Kingsett Capital
Fund, The Miller Thomson Foundation and
Junior Achievement. Ross has received
numerous accolades for his business
leadership – most notably, Canada’s
Outstanding CEO of the Year Award in
2009. He has a BSc in civil engineering
from the University of Manitoba.

7. DARYL A. KATZ
Daryl A. Katz is the founder,
Chief Executive Officer and Executive
Chairman of Katz Group. He is also a
member of the Canadian Council of
Chief Executives. Daryl has an LLB
from the University of Alberta.
8. ANDREA S. ROSEN
Andrea S. Rosen is the former Vice Chair
for TD Bank Financial Group and President
of TD Canada Trust. Andrea serves on
the boards of Emera Inc. and Hiscox Ltd.
Andrea has an LLB from the Osgoode Hall
Law School, an MBA from the Schulich
School of Business, York University, and a
BA magna cum laude from Yale University.
9. MAC H. VAN WIELINGEN
Mac H. Van Wielingen is a founder,
Co-Chairman and Director of ARC
Financial Corp. and a founder and
Chairman of ARC Resources Ltd. Mac has
an HBA from the Richard Ivey School of
Business and has studied post-graduate
economics at Harvard University.
10. CATHY L. WILLIAMS
Cathy L. Williams is the former CFO of
Shell Canada Ltd. Cathy is on the boards
of Tim Hortons Inc. and Enbridge Inc., and
is the Chair of the Human Resources
and Compensation Committee at
Enbridge. She is also on the Advisory
Board of Queen’s School of Business.
Cathy has an LLB from the University
of Western Ontario and an MBA from
Queen’s University.

6. VIRGINIA A. HOLMES
Virginia A. Holmes is a former Chief
Executive Officer of AXA Investment
Managers Ltd. in London, U.K. Virginia
currently serves on the boards of
JPMorgan Claverhouse Investment Trust
plc, Standard Life Investments Ltd. and
Universities Superannuation Scheme Ltd.
Virginia has a BA from Durham University.
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Management’s Responsibility for Financial Reporting
The Financial Statements of Alberta Investment Management Corporation (the Corporation) have been prepared by
management and approved by the Board of Directors. The Financial Statements have been prepared in accordance with
Canadian generally accepted accounting principles and within the framework of significant accounting policies summarized
in the notes to the Financial Statements. The financial information presented throughout this annual report is consistent
with the Financial Statements.
Management is responsible for the integrity and fairness of the Financial Statements and the financial information
contained in this annual report. The Financial Statements include certain amounts which, by necessity, are based on the
judgment and best estimates of management. In the opinion of management, the Financial Statements have been
properly prepared and present fairly the financial position, results of operations and cash flows of the Corporation.
The Board of Directors is responsible for overseeing management in the performance of its financial reporting duties. The
Board of Directors is assisted in discharging this responsibility by the Audit Committee, which consists of directors who
are neither officers nor employees of the Corporation. The Audit Committee meets regularly with management and
external auditors to review the scope and findings of audits and to satisfy itself that its responsibility has been properly
discharged. The Audit Committee has reviewed the Financial Statements and has recommended their approval by the
Board of Directors.
The Corporation has developed and implemented systems of internal control and supporting procedures which have been
designed to provide reasonable assurance that assets are protected; transactions are properly authorized, executed and
recorded; and the Financial Statements and accompanying financial information in this annual report are free from material
misstatement. The internal control framework includes the employee Code of Conduct and Ethical Standards, internal
compliance monitoring, the selection and training of qualified employees, and the communication of policies and
guidelines throughout the organization.
The Office of the Auditor General has examined the Financial Statements and prepared an Auditor’s Report of its findings,
which is presented in this annual report.

LEO DE BEVER

WARREN CABRAL, CA

Chief Executive Officer

Chief Financial Officer
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Independent Auditor’s Report
To the Shareholder of Alberta Investment Management Corporation

REPORT ON THE FINANCIAL STATEMENTS
I have audited the accompanying financial statements of Alberta Investment Management Corporation which comprise
the balance sheet as at March 31, 2011, and the statements of operations and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS
Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Canadian generally accepted accounting principles, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY
My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in
accordance with Canadian generally accepted auditing standards. Those standards require that I comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.

OPINION
In my opinion, the financial statements present fairly, in all material respects, the financial position of Alberta Investment
Management Corporation as at March 31, 2011, and the results of its operations and its cash flows for the year then
ended in accordance with Canadian generally accepted accounting principles.

Original signed by Merwan N. Saher, CA

AUDITOR GENERAL
May 25, 2011
Edmonton, Alberta
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Notes to the Financial Statements
For the year ended March 31, 2011 ($ thousands)

NOTE 1

AUTHORITY

Alberta Investment Management Corporation (the Corporation) is an agent of the Crown in right of Alberta and operates
under the authority of Alberta Investment Management Corporations Act, Chapter A-26.5. Under the Act, the Corporation
is established as a Crown Corporation governed by a board of directors appointed by the Lieutenant Governor in Council.
The issued share of the Corporation is owned by the Crown, and accordingly the Corporation is exempt from federal and
provincial income taxes.

NOTE 2

NATURE OF OPERATIONS

The purpose of the Corporation is to provide investment management services in accordance with Alberta Investment
Management Corporations Act primarily to the Province of Alberta and certain public sector pension plans. The
Corporation forms part of the Ministry of Finance and Enterprise for which the Minister of Finance and Enterprise is
responsible. The Corporation was formed January 1, 2008.
The Corporation has assets under administration of $68.8 billion, see Note 12. These assets are invested in segregated
investments owned by the client or aggregated in one or more pooled investment portfolios managed by the Corporation.
Some of these assets are managed by third-party investment managers selected and monitored by the Corporation in order
to achieve greater diversification, as well as to access external expertise and specialized knowledge. The segregated assets
and the assets within the pooled investment portfolios are not consolidated in the financial statements of the Corporation.
The Corporation makes investments on behalf of its clients and may also establish companies in which the Province of
Alberta is the registered owner of the shares for the purpose of managing specific investments. As the Corporation has no
beneficial interest in these entities, they are not consolidated in the Corporation’s financial statements.
The Corporation recovers all operating expenses and capital expenditures on a cost recovery basis. The Corporation’s
board of directors may approve recoveries greater than costs to maintain or increase the Corporation’s general reserve,
although they have not done so in the past.

NOTE 3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian generally accepted
accounting principles (GAAP) and include the following significant accounting policies:

a) Changes in Accounting Policies
Recent Accounting Pronouncements
In April 2010, the Public Sector Accounting Board finalized the requirements for government organizations classified as
Other Government Organizations (OGOs) to adopt either CICA Public Sector Accounting Standards (PSAB) or
International Financial Accounting Standards. The Corporation is classified by the Government of Alberta’s Treasury Board
as an OGO and has elected to adopt PSAB. The Corporation will adopt PSAB for its annual financial statements ending
March 31, 2012, including comparative amounts on a PSAB basis for the year ending March 31, 2011. The Corporation
does not expect that adopting these standards will have a material impact on its financial statements.

b) Measurement Uncertainty
The preparation of financial statements in conformity with Canadian GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the period. Actual results
could differ from these estimates. Significant estimates include external investment management fees and long-term
employee benefit accruals.
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c) Revenue Recognition
All revenues are reported on the accrual basis of accounting.
Cost recovery revenue is recognized on the recovery of direct costs related to management of government funds, pension
plans and other investments, and on the recovery of indirect costs representing each government fund, pension plan and
pooled fund’s respective share of the Corporation’s operating costs. The indirect charges are allocated based on assets
under management and transaction volume. Cost recovery revenue is accrued and billed on a monthly basis as the related
costs are incurred and investment management services are provided.
Under Alberta Investment Management Corporations Act, the Corporation may establish and maintain one or more
Reserve Funds with the ability to recover charges in excess of direct expenses.

d) Capital Assets
Capital assets are recorded at cost less accumulated amortization. Hardware and software development costs, including
labour and materials, and costs for design, development, testing and implementation are capitalized when the related
business systems are expected to be of continuing benefit to the Corporation. Amortization is calculated on a straight-line
basis over the following periods:
Computer systems hardware and software
Furniture and equipment
Leasehold improvements

5 years
10 years
Lesser of the useful life of the asset and the term of the lease

e) Impairment of Capital Assets
The Corporation assesses the carrying values of capital assets for impairment when circumstances indicate the carrying
amounts of the assets may not be recoverable, using projected undiscounted cash flows. Factors that are considered and
which could lead to an impairment include significant changes in the manner of use of the asset or the overall strategy of
the Corporation.
An impairment charge, measured at an amount equal to the excess of the carrying value over fair value, is recognized
when the carrying amount of an asset exceeds the estimated undiscounted cash flows.

f)

Employment Benefits

The Corporation participates in multi-employer defined benefit plans that meet the accounting requirements for
treatment as defined contribution plans. The Corporation also participates in defined contribution pension plans.
Employer contributions are expensed as incurred.
On January 1, 2010, the Corporation established a new Supplementary Retirement Plan (SRP) for those individuals
required to withdraw from the existing Supplementary Retirement Plan for Public Service Managers. This pension plan is
accounted for using the projected-benefits method pro-rated on service to account for the cost of the defined benefit
pension plan. Pension costs are based on management’s best estimate of expected plan investment performance,
discount rate, salary escalation, and retirement age of employees. The discount rate used to determine the accrued
benefit obligation is based on market interest rates, as at the measurement date, for high-quality debt instruments with
cash flows that match the timing and amount of expected benefit payments. Plan assets are valued at fair value for the
purpose of calculating the expected return on plan assets. Past service costs from plan amendments are amortized on a
straight-line basis over the average remaining service life of employees active at the date of amendments. Net actuarial
gains or losses over 10% of the greater of the benefit obligation and the fair value of plan assets are amortized on a
straight-line basis over the average remaining service life of active employees. Transitional obligations are amortized on a
straight-line basis over the average remaining service life of active employees. Valuation allowances are calculated such
that accrued benefit assets are limited to amounts that can be realized in the future by applying any plan surplus against
future contributions.
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Investments Over $300 Million
Corporate Issuers
As at March 31, 2011 ($ millions)

Royal Bank of Canada
Toronto-Dominion Bank
Bank of Montreal
Bank of Nova Scotia
Canadian Imperial Bank of Commerce
Viterra
Precision Drilling
TNT
National Bank of Canada
GE Capital Canada Funding Co.
Merrill Lynch Financial Assets
Exxon Mobil

ASSETS UNDER MANAGEMENT

% OF TOTAL

$

1,258
1,232
1,104
1,071
996
739
697
534
524
413
349
335

1.8%
1.8%
1.6%
1.6%
1.4%
1.1%
1.0%
0.8%
0.8%
0.6%
0.5%
0.5%

$

9,252

13%

ASSETS UNDER MANAGEMENT

% OF TOTAL

Government Issuers
As at March 31, 2011 ($ millions)

Government of Canada
Canada Housing Trust No. 1
Province of Ontario
Province of Québec
Canadian Mortgage Pools
Province of British Columbia
Financement-Québec
Province of New Brunswick
Province of Nova Scotia
CDP Financial (Caisse de dépôt et placement du Québec)
U.S. Department of the Treasury
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$

4,365
3,684
2,596
1,476
1,443
712
653
517
426
410
370

6.3%
5.4%
3.8%
2.1%
2.1%
1.0%
0.9%
0.8%
0.6%
0.6%
0.5%

$

16,651

24%
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