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First Quarter
Report
For the period ended
March 31, 2018

To the Shareholders
Consolidated Results of Power Corporation

Results of Power Financial

For the three months ended March 31, 2018

For the three months ended March 31, 2018

Power Corporation of Canada’s net earnings attributable
to participating shareholders and adjusted net earnings
attributable to participating shareholders (a non-IFRS ﬁnancial
measure)[1] were $525 million or $1.13 per share, compared with
net earnings of $258 million, or $0.56 per share, and adjusted
net earnings of $269 million, or $0.58 per share, in 2017.

Net earnings and adjusted net earnings attributable to common
shareholders were $586 million or $0.82 per share, compared
with net earnings of $484 million, or $0.68 per share, and
adjusted net earnings of $501 million, or $0.70 per share,
in 2017.

Contributions from Power Financial Corporation (Power
Financial), the Sagard Investment Funds, China Asset
Management Co., Ltd. (China AMC) and Other investments, and
from Corporate and Other subsidiaries to the Corporation’s
adjusted net earnings were:
(in millions of dollars)

2018

2017

Power Financial
Sagard Investment Funds,

383

329

China AMC and Other investments
Corporate and Other subsidiaries

227
(85)

21
(81)

525

269

On May 10, 2018, Power Financial declared a quarterly dividend
of $0.4330 per common share, compared with $0.4125 in the
corresponding quarter in 2017.

Results of Sagard Investment Funds,
China AMC and Other Investments
For the three months ended March 31, 2018
Income from investments was $227 million, compared with
$21 million in 2017.

On behalf of the Board of Directors,

Signed,

Signed,

Paul Desmarais, Jr., O.C., O.Q.

André Desmarais, O.C., O.Q.

Chairman and
Co-Chief Executive Officer

Deputy Chairman, President and
Co-Chief Executive Officer

May 11, 2018

1 Non-IFRS ﬁnancial measures do not have standard meanings and may not be comparable to similar measures used by other entities. See the “Non-IFRS
Financial Measures and Presentation” section within the enclosed management’s discussion and analysis of the Corporation for further disclosure
concerning non-IFRS ﬁnancial measures.
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Power Financial Corporation
PART B

PART E

PART A

PARGESA HOLDING SA

Power Corporation of Canada

PART D

requesting shareholders of the Corporation in accordance with applicable securities laws.

IGM FINANCIAL INC.

regulatory authorities in each of the provinces and territories of Canada and mailed to

PART C

three months ended March 31, 2018. This document has been ﬁled with the securities

GREAT-WEST LIFECO INC.

condensed consolidated ﬁnancial statements of the Corporation as at and for the

PART B

condition, ﬁnancial performance and cash ﬂows of Power Corporation of Canada
(the Corporation) for the three months ended March 31, 2018 and the unaudited interim

POWER FINANCIAL CORPORATION

This document contains management’s discussion and analysis of the ﬁnancial

PART A

TA B L E O F C O N T E N T S

POWER CORPORATION OF CANADA

Power Corporation of Canada

Great-West Lifeco Inc.
PART C

IGM Financial Inc.
PART D

Pargesa Holding SA
PART E
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The trademarks contained in this report are owned by Power Corporation of Canada or by a Member of the
Power Corporation Group of Companies®. Trademarks that are not owned by Power Corporation are used
with permission.
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PART A

POWER CORPORATION OF CANADA

Power Corporation of Canada Management’s Discussion and Analysis
MAY 11, 2018
ALL TABULAR AMOUNTS ARE IN MILLIONS OF CANADIAN DOLLARS, UNLESS OTHERWISE NOTED.
The following presents Management’s Discussion and Analysis (MD&A) of the unaudited interim condensed consolidated financial
condition and financial performance of Power Corporation of Canada (Power Corporation or the Corporation) (TSX: POW), a public
corporation, for the three-month period ended March 31, 2018. This MD&A should be read in conjunction with the unaudited
interim condensed consolidated financial statements of Power Corporation and notes thereto for the three-month period ended
March 31, 2018 (the Interim Consolidated Financial Statements), the MD&A for the year ended December 31, 2017 (the 2017 Annual
MD&A), and the audited consolidated financial statements and notes thereto for the year ended December 31, 2017 (the 2017
Consolidated Financial Statements). Additional information relating to Power Corporation, including its Annual Information Form,
may be found on the Corporation’s website at www.powercorporation.com and on SEDAR at www.sedar.com.
FORWARD-LOOKING STATEMENTS › Certain statements in this MD&A, other than statements of historical fact, are forward-looking statements based on certain
assumptions and reflect the Corporation’s current expectations, or with respect to disclosure regarding the Corporation’s public subsidiaries, reflect such subsidiaries’
disclosed current expectations. Forward-looking statements are provided for the purposes of assisting the reader in understanding the Corporation’s financial performance,
financial position and cash flows as at and for the periods ended on certain dates and to present information about management’s current expectations and plans relating to
the future and the reader is cautioned that such statements may not be appropriate for other purposes. These statements may include, without limitation, statements
regarding the operations, business, financial condition, expected financial results, performance, prospects, opportunities, priorities, targets, goals, ongoing objectives,
strategies and outlook of the Corporation and its subsidiaries, as well as the outlook for North American and international economies for the current fiscal year and
subsequent periods. Forward-looking statements include statements that are predictive in nature, depend upon or refer to future events or conditions, or include words such
as “expects”, “anticipates”, “plans”, “believes”, “estimates”, “seeks”, “intends”, “targets”, “projects”, “forecasts” or negative versions thereof and other similar expressions, or future or
conditional verbs such as “may”, “will”, “should”, “would” and “could”.
By its nature, this information is subject to inherent risks and uncertainties that may be general or specific and which give rise to the possibility that expectations, forecasts,
predictions, projections or conclusions will not prove to be accurate, that assumptions may not be correct and that objectives, strategic goals and priorities will not be
achieved. A variety of factors, many of which are beyond the Corporation’s and its subsidiaries’ control, affect the operations, performance and results of the Corporation and
its subsidiaries and their businesses, and could cause actual results to differ materially from current expectations of estimated or anticipated events or results. These factors
include, but are not limited to: the impact or unanticipated impact of general economic, political and market factors in North America and internationally, fluctuations in
interest, inflation and foreign exchange rates, monetary policies, business investment and the health of local and global equity and capital markets, management of market
liquidity and funding risks, risks related to investments in private companies and illiquid securities, risks associated with financial instruments, changes in accounting policies
and methods used to report financial condition (including uncertainties associated with significant judgments, estimates and assumptions), the effect of applying future
accounting changes, business competition, operational and reputational risks, technological changes, cybersecurity risks, changes in government regulation and legislation,
changes in tax laws, unexpected judicial or regulatory proceedings, catastrophic events, the Corporation’s and its subsidiaries’ ability to complete strategic transactions,
integrate acquisitions and implement other growth strategies, and the Corporation’s and its subsidiaries’ success in anticipating and managing the foregoing factors.
The reader is cautioned to consider these and other factors, uncertainties and potential events carefully and not to put undue reliance on forward-looking statements.
Information contained in forward-looking statements is based upon certain material assumptions that were applied in drawing a conclusion or making a forecast or
projection, including management’s perceptions of historical trends, current conditions and expected future developments, as well as other considerations that are believed
to be appropriate in the circumstances, including that the list of factors in the previous paragraph, collectively, are not expected to have a material impact on the Corporation
and its subsidiaries. While the Corporation considers these assumptions to be reasonable based on information currently available to management, they may prove to be
incorrect.
Other than as specifically required by applicable Canadian law, the Corporation undertakes no obligation to update any forward-looking statement to reflect events or
circumstances after the date on which such statement is made, or to reflect the occurrence of unanticipated events, whether as a result of new information, future events or
results, or otherwise.
Additional information about the risks and uncertainties of the Corporation’s business and material factors or assumptions on ʥȃȈƺȃ ȈȶǹɁɨȴƃɽȈɁȶ ƺɁȶɽƃȈȶǉǁ Ȉȶ ǹɁɨʥƃɨǁӹ
looking statements is based is provided in its disclosure materials, including this MD&A and its most recent Annual Information Form, filed with the securities regulatory
authorities in Canada and available at www.sedar.com.
The following abbreviations are used throughout this report:
adidas
BME
Burberry
Canada Life
China AMC
Eagle Creek
EBR
EPA
GBL
GEA
Great-West Financial or
Great-West Life & Annuity
Great-West Life
IFRS
IGM or IGM Financial
IntegraMed
Investment Planning Counsel
Investors Group
Irish Life
LafargeHolcim
La Presse
Lifeco
Lion
LON
London Life
Lumenpulse

adidas AG
Madrid Stock Exchange
Burberry Group plc
The Canada Life Assurance Company
China Asset Management Co., Ltd
Eagle Creek Renewable Energy, LLC
Euronext Brussels
Euronext Paris
Groupe Bruxelles Lambert
GEA Group
Great-West Life & Annuity Insurance Company
The Great-West Life Assurance Company
International Financial Reporting Standards
IGM Financial Inc.
IntegraMed America, Inc.
Investment Planning Counsel Inc.
Investors Group Inc.
Irish Life Group Limited
LafargeHolcim Ltd
La Presse, ltée
Great-West Lifeco Inc.
The Lion Electric Co.
London Stock Exchange
London Life Insurance Company
Lumenpulse Group Inc.
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Mackenzie or Mackenzie
Investments
Ontex
PanAgora
Pargesa
Parjointco
Parques
Peak
Portag3
Potentia or Potentia Renewables
Power Energy
Power Energy Eagle Creek
Power Financial
Putnam
Retirement Advantage
Sagard Holdings
Sagard Investment Funds
SGS
SIX
Square Victoria Communications
Group or SVCG
Total
Umicore
Vein Clinics
Wealthsimple
XETR

Mackenzie Financial Corporation
Ontex N.V.
PanAgora Asset Management, Inc.
Pargesa Holding SA
Parjointco N.V.
Parques Reunidos Servicios Centrales, S.A.
Peak Achievement Athletics Inc.
Portag3 Ventures Limited Partnership
Potentia Renewables Inc.
Power Energy Corporation
Power Energy Eagle Creek LLP
Power Financial Corporation
Putnam Investments, LLC
MGM Advantage Holdings Ltd.
Sagard Holdings ULC
Sagard Europe, Sagard Holdings and Sagard
China
SGS SA
Swiss Stock Exchange
Square Victoria Communications Group Inc.
Total SA
Umicore, NV/SA
Vein Clinics of America, Inc.
Wealthsimple Financial Corp.
XETRA Stock Exchange
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POWER CORPORATION OF CANADA

Overview
POWER CORPORATION OF CANADA

Incorporated in 1925, Power Corporation is a diversified international management and holding company that holds
interests in the financial services, asset management, sustainable and renewable energy, communications and other
business sectors in North America, Europe and Asia. Its principal asset is a controlling interest in Power Financial, which in
turn controls Lifeco and IGM. Power Financial also holds jointly with the Frère Group of Belgium a controlling interest in
Pargesa. Power Corporation also invests in the sustainable and renewable energy sector through Power Energy and in
communications and media through Square Victoria Communications Group.
Power Corporation conducts investment activities, built upon a network of deep and long-standing relationships, to
provide superior returns on a diversified basis. The investment activities include the Sagard Investment Funds and interests
in China.
Power Corporation adheres to four overriding investing principles with the objective of achieving sound long-term
investment diversification and sustainable value-creation for its shareholders:

 Long-term perspective
 Leading franchises with attractive growth profiles
 Strong governance oversight
 Prudent approach to risk management
Power Corporation is anchored through its core investment in Power Financial. Its value creation strategy is designed to
capitalize on its long-term relationships to achieve superior investment returns and stable cash flows.
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PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Organization of the MD&A
The Corporation’s MD&A consists of five parts:

 Part A Ӷ Power Corporation, presented on a consolidated and non-consolidated basis;
 Part B Ӷ Power Financial’s interim MD&A, presented on a consolidated and non-consolidated basis, as prepared and
disclosed by Power Financial in accordance with applicable securities legislation, and which is also available either
directly from SEDAR (www.sedar.com) or from Power Financial’s website (www.powerfinancial.com);

 Part C Ӷ Lifeco’s interim MD&A, as prepared and disclosed by Lifeco in accordance with applicable securities legislation,
and which is also available
(www.greatwestlifeco.com);

either

directly

from

SEDAR

(www.sedar.com)

or

from

Lifeco’s

website

 Part D Ӷ IGM’s interim MD&A, as prepared and disclosed by IGM in accordance with applicable securities legislation,
and which is also available either directly from SEDAR (www.sedar.com) or from IGM’s website (www.igmfinancial.com);

 Part E Ӷ Pargesa’s financial results, derived from publicly disclosed information, as issued by Pargesa in its first quarter
press release. Further information on Pargesa’s results is available on its website (www.pargesa.ch).
Power Financial (TSX: PWF), Lifeco (TSX: GWO) and IGM (TSX: IGM) are public companies listed on the Toronto Stock
Exchange. Pargesa is a public company listed on the Swiss Stock Exchange (SIX: PARG).
The following chart reflects the economic interest held by the Corporation in entities at March 31, 2018, which include
Power Financial’s operating companies (Lifeco, IGM, Wealthsimple and jointly controlled Pargesa), Power Energy, SVCG,
China AMC and the Sagard Investment Funds. Sagard Holdings holds in its portfolio a controlling interest in IntegraMed.

Power Corporation

65.5%

Power Energy

Power Financial

67.7%

61.4%

27.8%

IGM Financial

Lifeco

[1]

100%

100%

Great-West Life

[1]

100%

[2]

100%

55.7%

GBL

Sagard Europe

Potentia

Pargesa
50.0%

Investors Group

Sagard Investment Funds

SVCG

100%

Lumenpulse

[3]

32.9%

100%

London Life

100%

100%

Sagard Holdings
91.6%

IntegraMed

[7]

100%

Eagle Creek

Mackenzie

[8]

Sagard China

43.8%

100%

Lion Electric

Canada Life
13.9%

100%

Irish Life

China AMC
Portag3

100%

Great-West Life
& Annuity
Wealthsimple

95.7%

Putnam
92.7%

PanAgora

[6]

[4]

[5]

In bold: Publicly listed holdings
[Ѵ] Great-Śǉɰɽ¸ȈǹǉȃɁȢǁɰƃѶӝѻՐȈȶɽǉɨǉɰɽȈȶ{Ãӗƃȶǁ{ÃȃɁȢǁɰƃѷӝѳ%
interest in Lifeco.
[ѵ] ǉȢǁɽȃɨɁʍǼȃĀƃɨȚɁȈȶɽƺɁӗƃȚɁȈȶɽȢʰƺɁȶɽɨɁȢȢǉǁƺɁɨɥɁɨƃɽȈɁȶӯѸѳՐӰӝ
[Ѷ] Refer to the “Pargesa and GBL” section for a list of investments in public
companies.
[ѷ] Power yȈȶƃȶƺȈƃȢǁȈɨǉƺɽȢʰȃɁȢǁɰƃѹѶՐȈȶɽǉɨǉɰɽӗƃȶǁLifeco and IGM also
ȃɁȢǁǉɧʍƃȢȈȶɽǉɨǉɰɽɰɁǹѴѻӝѸՐȈȶĀɁɨɽƃǼѶӝ
[Ѹ] Power Financial ǁȈɨǉƺɽȢʰȃɁȢǁɰƃѴѷӝѺՐȈȶɽǉɨǉɰɽӗƃȶǁĀɁɨɽƃǼѶand IGM
also hold interests of ѵѶӝѹ% and ѷѶӝѶ%, respectively, in Wealthsimple.
[ѹ] Ãƃƺȟǉȶ˃ȈǉƃȢɰɁȃɁȢǁɰƃѴѶӝѼՐȈȶɽǉɨǉɰɽȈȶ:ȃȈȶƃÃ:ӝ
[Ѻ] Power Energy holds ƃѹѳՐȈȶɽǉɨǉɰɽȈȶĀɁʥǉɨKȶǉɨǼʰKƃǼȢǉ:ɨǉǉȟӗ
which holds ƃѸѷӝѻՐȈȶɽǉɨǉɰɽȈȶKƃǼȢǉ:ɨǉǉȟӝ
[ѻ] See page ѻ for the Corporation’s interest in the Sagard Europe funds.
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POWER FINANCIAL

Lifeco
Great-West Lifeco Inc., TSX: GWO; market capitalization of $32.5 billion, is an international financial services holding
company with interests in life insurance, health insurance, retirement and investment services, asset management and
reinsurance businesses. Lifeco has operations in Canada, the United States and Europe through Great-West Life, London
Life, Canada Life, Great-West Financial, Putnam and Irish Life. For reporting purposes, Lifeco has four reportable segments:
Canada, the United States, Europe and Corporate, which reflect geographic lines as well as the management and
corporate structure of the companies.

PART A

Power Financial, TSX: PWF; market capitalization of $13.7 billion, is a diversified international management and holding
company that holds interests substantially in the financial services sector in Canada, the U.S. and Europe, through its
controlling interests in Lifeco, IGM and Wealthsimple. It also has significant holdings in global industrial and services
companies based in Europe through its investment in Pargesa. At May 11, 2018, Power Corporation held 65.5% of the
equity and voting interests in Power Financial.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

In Canada, through the Individual Customer and Group Customer business units, Lifeco offers a broad portfolio of financial
and benefit plan solutions for individuals, families, businesses and organizations, including life, disability and critical illness
insurance products as well as wealth accumulation, annuity and other speciality products.
The European segment is comprised of two distinct business units, Insurance & Annuities and Reinsurance, which offer
protection and wealth management products, including payout annuity products and reinsurance products.
The United States segment operates two business units, Financial Services and Asset Management. Its Financial Services
unit serves all segments of the employer-sponsored retirement plan market and offers employer-sponsored defined
contribution plans, individual retirement accounts, enrolment services, communication materials, investment options and
education services as well as fund management, investment and advisory services. The Asset Management unit, Putnam,
provides investment management, certain administrative functions, and distribution services as well as offers a broad
range of investment products, including equity, fixed income, absolute return and alternative strategies. PanAgora, a
Putnam affiliate, offers a broad range of investment solutions using sophisticated quantitative techniques.
At March 31, 2018, Power Financial and IGM held interests of 67.7% and 4.0%, respectively, in Lifeco’s common shares,
representing approximately 65% of the voting rights attached to all outstanding Lifeco voting shares. The Insurance
Companies Act limits voting rights in life insurance companies to 65%.
See part C of this MD&A for additional information on Lifeco.
IGM Financial
IGM Financial Inc., TSX: IGM; market capitalization of $9.1 billion, is a financial services company which serves the financial
needs of Canadians through its principal subsidiaries, each operating distinctly, primarily within the advice segment of the
financial services market. Its activities are carried out principally through its subsidiaries Investors Group, Mackenzie
Investments and Investment Planning Counsel.
Investors Group offers an exclusive family of mutual funds and other investment vehicles, and a wide range of insurance,
securities, mortgage products and other financial services. Investors Group provides its services through its exclusive
network of consultants across Canada.
Mackenzie Investments is an investment management firm providing investment advisory and related services through
multiple distribution channels: Retail, Strategic Alliances and Institutional. Mackenzie distributes its products and services
primarily through a diversified distribution network of third-party financial advisors.
Investment Planning Counsel is an independent distributor of financial products, services and advice in Canada.
At March 31, 2018, Power Financial and Great-West Life, a subsidiary of Lifeco, held interests of 61.4% and 3.8%, respectively,
in IGM’s common shares.
See part D of this MD&A for additional information on IGM.
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Pargesa and GBL
Power Financial Europe B.V., a wholly owned subsidiary of Power Financial, and the Frère Group each hold a 50% interest
in Parjointco. At March 31, 2018, Parjointco held a 55.5% interest in Pargesa, representing 75.4% of the voting rights.
Pargesa, SIX: PARG; market capitalization of SF7.2 billion, is a holding company, which, at March 31, 2018, held a 50%
interest in GBL, representing 51.8% of the voting rights. GBL, a Belgian holding company, is listed on the Brussels Stock
Exchange.
GBL, EBR: GBLB; market capitalization of €15 billion, is one of the largest listed holding companies in Europe. As a holding
company focused on long-term value creation, GBL relies on a stable, family shareholder base. Its portfolio is comprised of
global industrial and services companies, leaders in their market, in which GBL plays its role of professional shareholder.
At March 31, 2018, GBL’s portfolio was comprised of investments in the following publicly traded companies:


Imerys (EPA: NK) – mineral-based specialty solutions for
industry



SGS (SIX: SGSN) – testing, inspection and certification



LafargeHolcim (SIX: HOLN and EPA: LHN) – cement,
aggregates and concrete



Pernod Ricard (EPA: RI) – wines and spirits



adidas (XETR: ADS) – design and distribution of sportswear



Umicore (EBR: UMI) – materials technology and recycling of
precious metals



Total (EPA: FP) – oil, gas and chemical industries



Burberry (LON: BRBY) – a global luxury brand



Ontex (EBR: ONTEX) – disposable hygiene products



GEA (XETR: G1A) – supplier of equipment and project
management for a wide range of processing industries
primarily in the food and beverage sectors



Parques (BME: PQR) – operation of regional leisure parks

In addition, through its subsidiary Sienna Capital, GBL is developing a portfolio of private equity, debt and thematic funds.
At March 31, 2018, Pargesa’s net asset value was SF 11,033 million, compared with SF 10,851 million at December 31, 2017.
GBL’s net asset value at March 31, 2018, was €19,079 million compared with €18,888 million at December 31, 2017.
See Part E of this MD&A for additional information on Pargesa.
Portag3 and Wealthsimple
Power Financial (along with IGM and Lifeco) controls Portag3, an investment fund dedicated to backing innovative
financial services companies. Portag3 holds a 23.6% equity interest in Wealthsimple, a technology-driven investment
manager with assets under administration of $2.2 billion at March 31, 2018. In addition to the interest held indirectly
through Portag3, Power Financial and IGM also held, at March 31, 2018, equity interests in Wealthsimple of 14.7% and
43.3%, respectively.
In the first quarter of 2018, Power Financial and IGM invested $20 million and $45 million, respectively, in Wealthsimple. To
date, the group has invested $183 million in Wealthsimple.
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OTHER SUBSIDIARIES

Power Energy
Established in 2012, Power Energy is a wholly owned subsidiary that actively manages investments in the sustainable and
renewable energy sector with the goal of building and owning, over the long term, companies that can generate growing
and stable cash flows. Power Energy invests in companies that benefit from the global energy transformation and
currently has invested in companies that develop, own and operate solar, hydro and wind generating assets in North
America as well as leading manufacturers of sustainable technologies. Currently, investments are as follows:

PART A

Other subsidiaries are comprised of Power Energy, SVCG and a controlled portfolio investment.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

 Potentia Renewables: Potentia is a renewable energy generating company, active in North America and the Caribbean,
with approximately 150 megawatts (MW) of operating solar assets and over 2 gigawatts (GW) of solar and wind
development projects. Total assets of Potentia were $731 million at March 31, 2018.

 Eagle Creek Renewable Energy: Power Energy indirectly holds a 32.9% interest in Eagle Creek. Eagle Creek owns and
operates 226 MW of hydroelectric facilities in the United States. Total assets of Eagle Creek were $566 million
(US$439 million) at March 31, 2018.

 Lumenpulse: Power Energy holds a controlling interest of 55.7% in Lumenpulse. Lumenpulse is a leading manufacturer
of high-performance, specification-grade LED lighting solutions.

 Lion Electric: Power Energy holds a 43.8% interest in Lion Electric. Lion is an innovative company manufacturing zeroemission vehicles sold throughout North America.
Power Energy has invested $654 million in these four companies.
Square Victoria Communications Group
Power Corporation, through Square Victoria Communications Group, owns La Presse, a French-language news media
company which provides content on several digital platforms. These include LaPresse+, a digital edition for tablets, the
website LaPresse.ca and La Presse Mobile, an application for smartphones. La Presse is known for its distinctive, rich and
diversified coverage of national and international news and events.
On May 8, 2018, La Presse announced its intention to adopt a not-for-profit structure that will benefit from a financial
contribution of $50 million from Power Corporation. This change in structure requires the repeal of a provision of a Private
Act adopted in 1967 regarding the ownership of La Presse. The new structure will be established shortly after the legislative
provision is repealed, depending on the outcome of the legislative process. Thereafter, Power Corporation will no longer
own La Presse and will no longer have any ties with the not for profit structure. As part of this change in structure, Power
Corporation is also ready to establish, in collaboration with the unions, a mechanism to retain past retirement plan
obligations under its responsibility on a going concern basis.
Controlled Portfolio Investment
At March 31, 2018, Sagard Holdings held a controlling interest in IntegraMed (91.6%), a private healthcare services
company.
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SAGARD INVESTMENT FUNDS

Since the launch of the first Sagard fund in 2002, Power Corporation has continued to develop investment platforms and
operate equity investment funds in three principle geographies: Sagard Europe, Sagard Holdings (North America), and
Sagard China. The Sagard platforms are managed locally by experienced investment professionals who have an in-depth
knowledge of the local public and private markets and benefit from the collaboration within the group of Power
companies. Power Corporation’s investment fund activities: (i) leverage its extensive global network and business
relationships; (ii) seek to achieve long-term capital appreciation through fundamental investment analysis; and (iii) seek
opportunities to acquire controlling interests in its most promising investments. Each of the Sagard funds adheres to
Power Corporation’s investment philosophy and governance model.
Sagard Europe
Sagard Europe, headquartered in Paris, is managed by Sagard SAS, a wholly owned subsidiary of the Corporation. Sagard
Europe currently operates Sagard II and Sagard 3. These funds invest in mid-sized private companies based in France,
Belgium, Luxembourg and Switzerland.
The Corporation’s interest in these two active funds is classified as available-for-sale investments.
Sagard Europe funds:
March 31, 2018
(in millions; in Canadian dollars except as otherwise noted)

Sagard II

ČƃǼƃɨǁѶ

Fund size

ԦѺѷѻ

€ѻѳѻ

Corporation’s commitment [1]

ԦѴѷѻ

€Ѷѳѵ

Interest (%)

ѴѼӝѻ

ѶѺӝѶ

ԦѸ

ԦѴѸѵ

Corporation’s investment to date

ѵѳѻ

Ѷѹѹ

Corporation’s share of distributions to date

ѵѴѸ

ѵѶѺ

ѻѶ

ѵѼѼ

Corporation’s outstanding commitment at March 31, 2018

Fair value of the Corporation’s investment at March 31, 2018
ӧѴӨ Excludes commitments of Pargesa (€37 million in Sagard II), and GBL (€113 million in Sagard II and €218 million in Sagard 3).

The Corporation has invested $749 million to date in the Sagard Europe funds (including Sagard I) and has received
distributions of $871 million. At March 31, 2018, the fair value of the Corporation’s investments in the Sagard Europe funds,
excluding the Corporation’s share of investments held indirectly through Pargesa and GBL, was $382 million, compared
with $499 million at December 31, 2017. The change in the fair value of the funds is mainly due to distributions received in
the first quarter.
Sagard Holdings
Sagard Holdings, a wholly owned investment vehicle of the Corporation which was launched in 2005, invests in the equity
and debt capital of middle-market companies in the U.S. and Canada. Sagard Holdings holds a 91.6% interest in
IntegraMed, a private fertility network in North America (see “Other subsidiaries”).
At March 31, 2018, the Corporation, through Sagard Holdings, held a 42.6% equity interest and 50% of the voting rights in
Peak. Peak designs and markets sports equipment and apparel for ice hockey, baseball, softball and lacrosse under iconic
brands including Bauer and Easton. The Corporation’s investment is accounted for using the equity method.
In the fourth quarter of 2017, Sagard Holdings successfully completed the first closing of Sagard Credit Partners LP, a fund
ʥȃȈƺȃɥɨɁʤȈǁǉɰƺɨǉǁȈɽƺƃɥȈɽƃȢǁȈɨǉƺɽȢʰɽɁɥʍƹȢȈƺƃȶǁɥɨȈʤƃɽǉȴȈǁǁȢǉӹȴƃɨȟǉɽƺɁȴɥƃȶȈǉɰƃƺɨɁɰɰ:ƃȶƃǁƃƃȶǁɽȃǉĩӝČӝÝǹɽȃǉ
total US$260 million committed by its limited partners, Sagard Holdings has committed US$100 million.
To date, the Corporation has invested $616 million in Sagard Holdings and has received distributions of $64 million. At
March 31, 2018, the fair value of Sagard Holdings’ investments, including cash, was $845 million, compared with
$824 million at December 31, 2017.
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Since its inception in 2005, the Corporation has invested $316 million in Sagard China and has received distributions of
$19 million.
Fair value

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

December ѶѴӗ
ѵѳѴѺ

ѷѹ

ѷѵ

PART A

Sagard China
Power Corporation operates as a Qualified Foreign Institutional Investor (QFII) in the Chinese “A” shares market. In addition,
the Corporation invests in Chinese companies listed on the Hong Kong Stock Exchange (“H” shares) and the Shenzhen or
Shanghai Stock Exchange (“B” shares). Collectively, the Chinese “A”, “B” and “H” share investment activities operate as
Sagard China.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Investments
Money market funds
A, B and H equities

ѹѶѹ

ѹѴѹ

Cash

ѴѷѼ

Ѵѵѹ

Total portfolio

ѻѶѴ

Ѻѻѷ

CHINA AMC

Founded in 1998 as one of the first fund management companies in China, China AMC has developed and maintained its
position among the market leaders in China’s asset management industry.
Both the Corporation and Mackenzie, a subsidiary of IGM, directly hold equal interests of 13.9% in China AMC. The
Corporation and IGM hold a combined 27.8% interest in China AMC; they have significant influence and account for their
respective interests as an associate using the equity method.
The investment in China AMC provides the potential to leverage the group’s extensive knowledge in wealth management
and distribution. Subsidiaries within the group will benefit from the strategic relationship to help identify opportunities to
work together on developing products and future sub-advisory relationships.
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Basis of Presentation
IFRS FINANCIAL MEASURES AND PRESENTATION

The Interim Consolidated Financial Statements of the Corporation have been prepared in accordance with International
Accounting Standard 34 ൞ Interim Financial Reporting (IAS 34) and are presented in Canadian dollars.
Consolidated financial statements present, as a single economic entity, the assets, liabilities, revenues, expenses and cash
flows of the parent company and its subsidiaries. The consolidated financial statements present the financial results of
Power Corporation (parent), its subsidiaries, and other controlled portfolio investments after the elimination of
intercompany balances and transactions.
The financial statements of the Corporation are consolidated with those of Power Financial which include the results of
Lifeco, IGM and Wealthsimple, which are controlled and consolidated by Power Financial.
Power Financial’s investment in Pargesa is held through Parjointco. Parjointco is a holding company jointly controlled by
Power Financial and the Frère Group and is accounted for using the equity method.
Under the equity method, the investment is initially recognized at cost and adjusted thereafter for changes in the share of
net earnings (losses), other comprehensive income (loss) and changes in equity. The investment is reduced by the amount
of dividends received.
The following table summarizes the accounting presentation for the Corporation’s holdings:
C ontrol

A ccounting M ethod

E arnings and Other
C omprehensive Income

I mpairment Testing

I mpairment Reversal

Controlling interest in
the entity

Consolidation

Consolidated with noncontrolling interests

Goodwill and indefinite
life intangible assets
are tested at least
annually for
impairment

Impairment of
goodwill cannot be
reversed
Impairment of
intangible assets is
reversed if
there is evidence of
recovery of value

Significant influence or
joint control

Equity method

Corporation’s share of
earnings and other
comprehensive income

Entire investment is
tested for impairment

Reversed if there is
evidence the
investment has
recovered its value

Non-controlled
portfolio investments

Available for sale (AFS)

Earnings consist of
dividends received and
gains or losses on
disposals

Impairment testing is
done at the individual
investment level

A subsequent recovery
of value does not result
in a reversal

The investments are
marked to market
through other
comprehensive income
Earnings are reduced
by impairment charges,
if any
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At March 31, 2018, the Corporation’s holdings were as follows:
% economic
interest

Holdings

Nature of investment

Accounting method

ѹѸӝѸ

Controlling interest

Consolidation

Lifeco [1]
IGM [2]

ѹѺӝѺ
ѹѴӝѷ

Controlling interest
Controlling interest

Consolidation
Consolidation

Pargesa [3]

ѵѺӝѻ

Joint control

Equity method

Portag3 [4]
Wealthsimple [5]

ѹѶӝѳ
ѴѷӝѺ

Controlling interest
Controlling interest

Consolidation
Consolidation

Power Financial

Power Energy

Ѵѳѳӝѳ

Controlling interest

Consolidation

Potentia
Lumenpulse

Ѵѳѳӝѳ
ѸѸӝѺ

Controlling interest
Controlling interest

Consolidation
Consolidation

Eagle Creek
Lion

ѶѵӝѼ
ѷѶӝѻ

Joint control
Significant influence

Equity method
Equity method

Controlling interest

Consolidation

Significant influence

Equity method

Square Victoria Communications Group

Ѵѳѳӝѳ

China AMC [6]

ѴѶӝѼ
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

[Ѵ] IGM also holds a 4.0% interest in Lifeco.
[ѵ] Great-West Life also holds a 3.8% interest in IGM.
ӧѶ] Held through Parjointco, a jointly controlled corporation (50%).
ӧѷӨ Lifeco and IGM also hold equal interests of 18.5% in Portag3.
ӧѸ] Portag3 and IGM also hold interests of 23.6% and 43.3%, respectively, in Wealthsimple.
ӧѹ] IGM, through Mackenzie, also holds an interest of 13.9% in China AMC.

At March 31, 2018, Pargesa’s holdings were as follows:
Holdings

GBL

% economic
interest

Nature of investment

Accounting method

Ѹѳӝѳ

Controlling interest

Consolidation

Imerys

ѸѶӝѻ

Controlling interest

Consolidation

SGS

Ѵѹӝѹ

Portfolio investment

Available for sale

LafargeHolcim

Ѽӝѷ

Portfolio investment

Available for sale

Pernod Ricard

ѺӝѸ

Portfolio investment

Available for sale

adidas

ѺӝѸ

Portfolio investment

Available for sale

ѴѹӝѼ

Portfolio investment

Available for sale

Total

ѳӝѹ

Portfolio investment

Available for sale

Burberry

ѹӝѹ

Portfolio investment

Available for sale

ѵѳӝѳ

Portfolio investment

Available for sale

ѸӝѶ

Portfolio investment

Available for sale

ѵѴӝѵ

Significant influence

Equity method

Umicore

Ontex
GEA
Parques

At March 31, 2018, the holdings of the Sagard Investment Funds were as follows:
Sagard Investment Funds

% economic
interest

Nature of investment

Accounting method

Portfolio investment
Portfolio investment

Available for sale
Available for sale

ѼѴӝѹ
ѷѵӝѹ

Controlling interest
Joint control

Consolidation
Equity method

Ѷѻӝѹ

Controlling interest

Consolidation

Significant influence or
portfolio investments

Equity method or
available for sale

Portfolio investments

Available for sale

Sagard Europe
Sagard II
Sagard 3
Sagard Holdings
IntegraMed
Peak
Sagard Credit Partners LP
Investments
Sagard China
Investments

ѴѼӝѻ
ѶѺӝѶ
Ѵѳѳӝѳ

ԿѸѳӝѳ
Ѵѳѳӝѳ
ԿѸӝѳ
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This summary of accounting presentation should be read in conjunction with the following notes to the Corporation’s
2017 Consolidated Financial Statements:

 Basis of presentation and summary of significant accounting policies (Note 2);
 Investments (Note 5);
 Investments in jointly controlled corporations and associates (Note 7);
 Goodwill and intangible assets (Note 10); and
 Non-controlling interests (Note 19).
NON-IFRS FINANCIAL MEASURES AND PRESENTATION

This MD&A presents and discusses financial measures which are not in accordance with IFRS. Management uses these
financial measures in its presentation and analysis of the financial performance of Power Corporation, and believes that
they provide additional meaningful information to readers in their analysis of the results of the Corporation. The non-IFRS
financial measures used in the MD&A are defined as follows:
N on-- I FRS
S financial measure

D ef inition

P urpose

Non-consolidated basis of presentation

Power Corporation’s interests in Power
Financial and its controlling interest in
Lifeco, IGM, Portag3 and Wealthsimple as
well as other subsidiaries are accounted
for using the equity method.

Used by the Corporation to present and
analyze its results, financial position and
cash flows.
Presents the holding company’s (parent)
results separately from the results of its
consolidated operating companies.
As a holding company, management
reviews and assesses the performance of
each operating company’s contribution.
This presentation is useful to the reader to
assess the impact of the contribution to
adjusted net earnings for each subsidiary.

Adjusted net earnings

Net earnings excluding the impact of
Other items.

Assists in the comparison of the current
period’s results to those of previous
periods as items that are not considered
to be a part of ongoing operations are
excluded.

Other items

After-tax impact of any item that in
management’s judgment would make
the period-over-period comparison of
results from operations less meaningful.

Identifies items that are not considered
part of ongoing operations. The exclusion
of these items assists management and
the reader in assessing current results as
these items are not reflective of ongoing
operations.

Includes the Corporation’s share of items
presented as other items by a subsidiary
or a jointly controlled corporation.
Adjusted net earnings per share

Earnings per share calculated using
adjusted net earnings.

Assists in comparing adjusted net
earnings on a per share basis.

Adjusted net earnings per share divided
by the weighted average number of
participating shares outstanding.

These non-IFRS financial measures do not have a standard meaning and may not be comparable to similar measures
used by other entities. Reconciliations of the non-IFRS basis of presentation with the presentation in accordance with IFRS
are included throughout this MD&A.
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RECONCILIATION OF IFRS AND NON-IFRS FINANCIAL MEASURES

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

ѸѵѸ

ѵѳѻ

ѵѸѻ

Lifeco

Թ

ѴѸѷ

ѴѶ

IGM

Թ

ѸѺ

Թ

Pargesa

Թ

Թ

ӯѵ)

Թ

ѵѴѴ

ѴѴ

ѸѵѸ

ѷѴѼ

ѵѹѼ

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

Ѵ.ѴѶ

ѳӝѷѷ

ѳӝѸѹ

Lifeco

Թ

ѳӝѶѷ

ѳӝѳѵ

IGM

Թ

ѳӝѴѵ

Թ

Թ

ѳӝѷѹ

ѳӝѳѵ

Ѵ.ѴѶ

ѳӝѼѳ

ѳӝѸѻ

Three months ended

Net earnings – IFRS financial measure [1]

PART A

The following tables present a reconciliation of net earnings and earnings per share reported in accordance with IFRS to
non-IFRS financial measures: adjusted net earnings, other items and adjusted net earnings per share. Adjusted net
earnings and adjusted net earnings per share are presented in the section “Non-Consolidated Statements of Earnings”:

POWER CORPORATION OF CANADA
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Share of Other items, net of tax

Adjusted net earnings – Non-IFRS financial measure [1]
ӧѴӨ Available to participating shareholders of Power Corporation.

Three months ended

Net earnings per share – IFRS financial measure [1]
Share of Other items, net of tax

Adjusted net earnings per share – Non-IFRS financial measure [1]
[Ѵ] Available to participating shareholders of Power Corporation.
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Changes in Accounting Policies
There were no changes to the Corporation’s accounting policies from those reported at December 31, 2017, except as
described below.
ADOPTION OF IFRS 15 – REVENUE FROM CONTRACTS WITH CUSTOMERS (IFRS 15)

On January 1, 2018, the Corporation and its subsidiaries adopted IFRS 15, Revenue from Contracts with Customers which
outlines a single comprehensive model for entities to use in accounting for revenue arising from contracts with customers
(refer to Note 3 to the Interim Consolidated Financial Statements). The standard outlines criteria that determine whether
the Corporation’s subsidiaries in the asset management industry are to capitalize and amortize contract costs or expense
them.
The Corporation’s subsidiaries receive commissions on investment product sales where they either receive a fee directly
from the client or directly from the mutual fund. The application of IFRS 15 has resulted in a change to the accounting
policy related to commission expense as follows:

 Commissions that are paid on investment product sales where a fee is directly received from the client are capitalized
and amortized over their estimated useful lives, not exceeding a period of seven years.

 All other commissions paid on investment product sales are expensed as incurred.
The Corporation and its subsidiaries have elected to apply the modified retrospective approach, as permitted by the
transition provisions within IFRS 15. As a result of changes to the treatment of contract costs, Lifeco and IGM have recorded
an adjustment for the derecognition of certain deferred acquisition costs included in other assets, deferred selling
commissions included in intangible assets and related income tax liabilities which resulted in a decrease of $236 million
in the opening retained earnings of the Corporation at January 1, 2018.
The impact of the change in accounting policy on the consolidated balance sheet is as follows:
AǉƺǉȴƹǉɨѶѴӗѵѳѴѺ
(as previously reported)

Impact of change in
accounting policy

°ƃȶʍƃɨʰѴӗѵѳѴѻ
(restated)

Assets
Other assets
Intangible assets – Deferred selling commissions

ѻӗѹѹѷ

ӯѸѼ)

ѻӗѹѳѸ

ѺѹѺ

ӯѺѳѶ)

ѹѷ

ӯѺѹѵ)
Liabilities and shareholders’’ equity
Deferred tax liabilities

ѴӗѺѹѼ

(ѵѳѸ)

ѴӗѸѹѷ

Retained earnings

ѴѴӗѷѵѺ

(ѵѶѹ)

ѴѴӗѴѼѴ

Non-controlling interests

ѵѵ,ѵѳѴ

(ѶѵѴ)

ѵѴӗѻѻѳ

ӯѺѹѵ)

Commission expenses are expected to decline in future years due to the change in treatment of the contract costs in
accordance with IFRS 15 and changes in IGM’s commission structure in which there is an ongoing shift from sales-based
commissions to asset-based commissions.
In addition, the Corporation and its subsidiaries have reclassified fee and premium income amounts for 2017 comparative
periods in the Consolidated Statements of Earnings and in this MD&A for the change in presentation of certain revenues
and expenses on a gross or net basis. These reclassifications did not have an impact on net earnings.
The implementation of IFRS 15 will result in a change in timing of the recognition of commission expenses. However, there
is no effect on the cash flows of the Corporation’s subsidiaries.
For a further description of the impact of the accounting policy change, refer to Note 3 of the Interim Consolidated
Financial Statements for the period ended March 31, 2018.
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The Corporation and its subsidiaries continuously monitor the potential changes proposed by the International
Accounting Standards Board (IASB) and analyze the effect that changes in the standards may have on their consolidated
financial statements when they become effective. There were no significant changes to the future accounting policies that
could impact the Corporation and its subsidiaries, in addition to the disclosure in the 2017 MD&A, and the 2017
Consolidated Financial Statements other than as described below:

PART A

Future Accounting Changes
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CURRENT IMPLICATION OF IFRS 9 – FINANCIAL INSTRUMENTS (IFRS 9)

In July 2014, the IASB issued a final version of IFRS 9, Financial Instruments, which replaces IAS 39, Financial Instruments:
Recognition and Measurement (IAS 39), the current standard for accounting for financial instruments, with an effective
date of January 1, 2018.
In September 2016, the IASB issued an amendment to IFRS 4, Insurance Contracts (IFRS 4). The amendment “Applying
IFRS 9, Financial Instruments with IFRS 4, Insurance Contracts” provides qualifying insurance companies with two options
to address the potential volatility associated with implementing the IFRS 9 standard before the new proposed insurance
contract standard is effective. The two options are as follows:

 Deferral Approach: provides the option to defer implementation of IFRS 9 until the year 2021 or the effective date of
the new insurance contract standard, whichever is earlier; or

 Overlay Approach: provides the option to recognize the volatility that could arise when IFRS 9 is applied within other
comprehensive income, rather than profit or loss.
The Corporation qualifies and has elected to apply the deferral approach which permits the adoption of both IFRS 9 and
IFRS 17 Insurance Contracts simultaneously on January 1, 2021.
IGM, a subsidiary and Pargesa, held through Parjointco, a jointly controlled corporation do not qualify for the exemption
and adopted IFRS 9 on January 1, 2018. The impact of adoption is disclosed in their publicly available information. The
Corporation, in accordance with the amendment of IFRS 4 to defer the adoption of IFRS 9, is permitted but not required
to retain the accounting policies applied by an associate or a jointly controlled corporation which is accounted for using
the equity method. The Corporation has decided to continue applying accounting policies in accordance with IAS 39 to
Pargesa’s results.
On consolidation, the Corporation has adjusted the results of both IGM and Pargesa to be in accordance with IAS 39. Refer
to the specific discussion included in the IGM and Pargesa sections “Contribution to adjusted net earnings”.

Results of Power Corporation
This section presents:

 The “Consolidated Statements of Earnings in accordance with IFRS”; and
 The “Non-Consolidated Statements of Earnings”, which present the contributions of Power Financial, its operating
subsidiaries and Pargesa, and the contribution of Other subsidiaries to the net earnings and adjusted net earnings of
Power Corporation.
Refer to the section “Non-IFRS Financial Measures and Presentation” for a description of the non-consolidated basis of
presentation and a reconciliation of IFRS and non-IFRS financial measures.
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CONSOLIDATED STATEMENTS OF EARNINGS IN ACCORDANCE WITH IFRS

Power Corporation’s consolidated statements of earnings for the three months ended March 31, 2018 are presented below.
The Corporation’s operating segments are Lifeco, IGM and Pargesa. This table reflects the contributions from Power
Financial and Other subsidiaries to the net earnings attributable to Power Corporation’s participating shareholders.
Consolidated net earnings – Three months ended
Power Financial
Lifeco

IGM

ӧѴӨ

Pargesa

[ѵ]

Corporate

[Ѷ]

Other [ѷ]

Sub-total

Power Corporation
Consolidated net earnings
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Revenues
Premium income, net [5]

ѻӗѴѺѷ

Թ

Թ

ӯѸ)

ѻӗѴѹѼ

Թ

ѻӗѴѹѼ

ѻӗѷѺѵ

ѼӗѶѸѷ

Net investment income

ѻѹ

ѷѷ

Թ

ӯѵѸ)

ѴѳѸ

ѵѶѹ

ѶѷѴ

ѶӗѴѴѳ

ѵӗѵѵѹ

ѴӗѷѶѶ

ѺѸѺ

Թ

ӯѵѷ)

ѵӗѴѹѹ

Ѷ

ѵӗѴѹѼ

ѵӗѵѴѳ

ѵӗѳѷѼ

Թ

Թ

Թ

Թ

Թ

ѴѺѺ

ѴѺѺ

ѵѸѴ

Ѵѻѳ

ѼӗѹѼѶ

ѻѳѴ

Թ

ӯѸѷ)

Ѵѳӗѷѷѳ

ѷѴѹ

ѴѳӗѻѸѹ

ѴѷӗѳѷѶ

ѴѶӗѻѳѼ

ѹӗѺѻѳ

Թ

Թ

Թ

ѹӗѺѻѳ

Թ

ѹӗѺѻѳ

ѼӗѼѻѺ

Ѽӗѻѹѵ

ѸѼѷ

ѵѻѹ

Թ

ӯѴѹ)

ѻѹѷ

Թ

ѻѹѷ

Ѽѵѳ

ѴӗѳѺѺ

ѴӗѷѳѺ

ѵѸѶ

Թ

Ѷѵ

ѴӗѹѼѵ

ѵѷѻ

ѴӗѼѷѳ

ѵӗѶѺѳ

ѴӗѼѳѹ

Fee income

[5]

Other revenues
Total revenues
Expenses
Total paid or credited to
policyholders
Commissions

[5]

Operating and administrative
expenses [5]
Financing charges
Total expenses
Earnings before investments
in jointly controlled
corporations and
associates, and income
taxes
Share of earnings of
investments in jointly
controlled corporations
and associates
Earnings before income taxes
Income taxes
Net earnings

ѺѴ

Ѷѳ

Թ

Ѹ

Ѵѳѹ

ѵѶ

ѴѵѼ

ѴѵѼ

Ѵѵѹ

ѻӗѻѸѵ

ѸѹѼ

Թ

ѵѴ

Ѽӗѷѷѵ

ѵѺѴ

ѼӗѺѴѶ

ѴѶӗѷѳѹ

ѴѵӗѼѺѴ

ѻѷѴ

ѵѶѵ

Թ

ӯѺѸ)

ѼѼѻ

ѴѷѸ

ѴӗѴѷѶ

ѹѶѺ

ѻѶѻ

Թ

ѻ

ѷѷ

Թ

Ѹѵ

Ѹ

ѸѺ

ѴѼ

ѸѶ

ѻѷѴ

ѵѷѳ

ѷѷ

ӯѺѸ)

ѴӗѳѸѳ

ѴѸѳ

Ѵӗѵѳѳ

ѹѸѹ

ѻѼѴ

ѺѺ

Ѹѵ

Թ

Ѷ

ѴѶѵ

Թ

ѴѶѵ

Ѵѷѻ

ѴѶѺ

Ѻѹѷ

Ѵѻѻ

ѷѷ

ӯѺѻ)

ѼѴѻ

ѴѸѳ

Ѵӗѳѹѻ

Ѹѳѻ

ѺѸѷ

ѷѷѳ

ѴѴѻ

ѴѸ

(Ѷѻ)

ѸѶѸ

(Ѹ)

ѸѶѳ

ѵѻѺ

ѷѻѶ

Թ

Թ

Թ

Թ

Թ

ѴѶ

ѴѶ

ѴѶ

ѴѶ

Ѷѵѷ

Ѻѳ

ѵѼ

(ѷѳ)

ѶѻѶ

Ѵѷѵ

ѸѵѸ

ѵѳѻ

ѵѸѻ

Ѻѹѷ

Ѵѻѻ

ѷѷ

ӯѺѻ)

ѼѴѻ

ѴѸѳ

Ѵӗѳѹѻ

Ѹѳѻ

ѺѸѷ

Attributable to
Non-controlling interests
Non-participating
shareholders
Participating shareholders
of Power Corporation

[Ѵ] Results reported by IGM are in accordance with IFRS 9 and include the transition impact related to the reclassification and remeasurement of certain
mortgage loans. As the Corporation has not adopted IFRS 9, this adjustment has been reversed on consolidation by Power Financial and included in
“Corporate”.
[ѵ] The Corporation’s share of earnings of Pargesa includes its share of gains realized on private equity investments in the first quarter, not included in Pargesa’s
reported net earnings as it ƃǁɁɥɽǉǁyĄČѼɁȶ°ƃȶʍƃɨʰѴӗѵѳѴѻӝ
[Ѷ] “Corporate” is comprised of the results of Portag3 and Wealthsimple, Power Financial’s investment activities, corporate operations and consolidation entries.
[ѷ] “Other” is comprised of the Corporation’s investment activities and operations and includes results of Other subsidiaries as well as consolidation entries.
[Ѹ] Amounts in comparative periods have been reclassified; refer to section “Adoption of IFRS 15” for more details.

The Corporation evaluates the performance of each segment based on its contribution to adjusted net earnings. A
discussion of the results of Power Financial, including Lifeco, IGM and Pargesa, is provided in the “Contribution to adjusted
net earnings” section below.
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NON-CONSOLIDATED STATEMENTS OF EARNINGS

Three months ended

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Ѷѵѷ

ѶѵѺ

ѵѺѸ

Ѻѳ

Ѻѳ

ѹѻ

Adjusted net earnings [1]
Power Financial
Lifeco [2]
IGM [2]
Pargesa

[2]

ѵѼ

ѵ

ѵѻ

ӯѷѳ)

ӯѷѳ)

ӯѷѵ)

ѶѻѶ

ѶѸѼ

ѶѵѼ

ӯѶѵ)

ӯѵѷ)

(ѵѼ)

ѶѸѴ

ѶѶѸ

Ѷѳѳ

ѵѵѺ

ѴѶѼ

ѵѴ

(ѷѳ)

ӯѷѵ)

ӯѶѼ)

ӯѴѶ)

ӯѴѶ)

ӯѴѶ)

ѸѵѸ

ѷѴѼ

ѵѹѼ

Lifeco

Թ

ӯѴѸѷ)

ӯѴѶ)

IGM

Թ

ӯѸѺ)

Թ

Pargesa

Թ

Թ

ѵ

Թ

ӯѵѴѴ)

ӯѴѴ)

ѸѵѸ

ѵѳѻ

ѵѸѻ

Corporate operations of Power Financial

Other subsidiaries [3]

PART A

In this section, the contributions from Power Financial and other subsidiaries to the net earnings and adjusted net
earnings attributable to Power Corporation’s participating shareholders are accounted for using the equity method.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Corporate operations
Income – Sagard Investment Funds, China AMC and other
Investments
Operating and other expenses
Dividends on non-participating shares
Adjusted net earnings

[4]

Other items [5]
Power Financial

Net earnings

[4]

Earnings per share – basic

[4]

Adjusted net earnings
Other items
Net earnings

Ѵ.ѴѶ

ѳӝѼѳ

ѳӝѸѻ

Թ

ӯѳӝѷѹ)

ӯѳӝѳѵ)

Ѵ.ѴѶ

ѳӝѷѷ

ѳӝѸѹ

[Ѵ] For a reconciliation of Power Financial including Lifeco, IGM and Pargesa’s non-IFRS adjusted net earnings to their net earnings, refer to the “Contribution to
adjusted net earnings” section below.
[ѵ] The contributions from Lifeco and IGM include an allocation of the results of Wealthsimple and Portag3, based on their respective interest. Contributions
from IGM and Pargesa reflect adjustments in accordance with IAS 39.
[Ѷ] Other subsidiaries include earnings (losses) from controlled portfolio investments.
[ѷ] Attributable to participating shareholders.
[Ѹ] See “Other items” section below.

Q1 2018 vs. Q1 2017 and Q4 2017
Net earnings
$525 million or $ѴӝѴѶ per share, compared with $258 million or $0.56 per share in the corresponding period in 2017, and $208 million or
$0.44 per share in the fourth quarter of 2017.
Adjusted net earnings
$525 million or $ѴӝѴѶ per share, compared with $269 million or $0.58 per share in the corresponding period in 2017, and $419 million or
$0.90 per share in the fourth quarter of 2017.
Contribution to adjusted net earnings from Power Financial and other subsidiaries
Contribution of $351 million, compared with $300 million in the corresponding period in 2017, and $335 million in the fourth quarter of
2017.

A discussion of the results of the Corporation is provided in the sections “Contribution to adjusted net earnings”, “Corporate
operations”, and “Other items” below.
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PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

CONTRIBUTION TO ADJUSTED NET EARNINGS
POWER FINANCIAL

Contribution to Power Corporation
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

ѶѻѶ

ѶѸѼ

ѶѵѼ

Թ

ӯѵѴѴ)

ӯѴѴ)

ѶѻѶ

Ѵѷѻ

ѶѴѻ

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Lifeco

ѷѼѸ

ѷѼѼ

ѷѴѼ

IGM

ѴѳѺ

Ѵѳѹ

Ѵѳѷ

ѷѷ

Ѷ

ѷѶ

ѹѷѹ

ѹѳѻ

Ѹѹѹ

ӯѵѹ)

ӯѵѺ)

ӯѶѷ)

Three months ended

Contribution to Power Corporation’s [1]:
Adjusted net earnings
Other items
Net earnings

[Ѵ] Power Corporation’s average direct ownership in Power Financial was 65.5% for the quarter ended March 31, 2018.

Adjusted and net earnings ass reported by Power Financial
Three months ended

Adjusted net earnings

Pargesa

Corporate operations of Power Financial
Dividends on perpetual preferred shares

ӯѶѷ)

ӯѶѷ)

ӯѶѴ)

Ѹѻѹ

ѸѷѺ

ѸѳѴ

Lifeco

Թ

ӯѵѶѹ)

ӯѵѳ)

IGM

Թ

ӯѻѹ)

Թ

Pargesa

Թ

Թ

Ѷ

Թ

ӯѶѵѵ)

ӯѴѺ)

Ѹѻѹ

ѵѵѸ

ѷѻѷ

Adjusted net earnings [11]
Other items

Net earnings [1]
[Ѵ] Attributable to Power Financial common shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Net earnings
$586 million or $0.82 per share, compared with $484 million or $0.68 per share in the corresponding period in 2017, and $225 million or
$0.32 per share in the fourth quarter of 2017.
Adjusted net earnings
$586 million or $0.82 per share, compared with $501 million or $0.70 per share in the corresponding period in 2017, and $547 million or
$0.77 per share in the fourth quarter of 2017.

For more information on Power Financial’s results, see Part B of this MD&A.
The operating segments of Power Financial and Power Corporation are Lifeco, IGM and Pargesa.
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LIFECO

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

As reported by Lifeco

Ѷѵѷ

Ѷѵѹ

ѵѺѸ

Consolidation entries

Թ

Ѵ

Թ

Ѷѵѷ

ѶѵѺ

ѵѺѸ

Թ

ӯѴѸѷ)

ӯѴѶ)

Ѷѵѷ

ѴѺѶ

ѵѹѵ

Three months ended

Contribution to Power Corporation’s [1]:
Adjusted net earnings

Other items
Net earnings

PART A

Contribution to Power Corporation

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

[Ѵ] Power Financial’s average direct ownership in Lifeco and Power Corporation’s average direct ownership in Power Financial were 67.7% and 65.5%,
respectively, for the quarter ended March 31, 2018.

Adjusted and net earnings by segment ass reported by Lifeco
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Individual Customer

ѴѶѻ

Ѵѹѵ

Ѵѷѹ

Group Customer

Ѵѷѵ

ѴѼѶ

Ѵѳѷ

Ѷѹ

ѵ

Ѹ

ѶѴѹ

ѶѸѺ

ѵѸѸ

Financial Services

ѼѴ

ѻѳ

ѻѸ

Asset Management

ӯѴѹ)

ӯѸ)

ӯѴѹ)

Three months ended

Canada

Canada Corporate

United States

U.S. Corporate

Թ

Թ

ӯѵ)

ѺѸ

ѺѸ

ѹѺ

Insurance and Annuities

ѵѷѷ

ѵѸѳ

ѵѵѸ

Reinsurance

Ѵѳѷ

ѹѺ

ѻѴ

ӯѷ)

ӯѼ)

Թ

Ѷѷѷ

Ѷѳѻ

Ѷѳѹ

Europe

Europe Corporate

Lifeco Corporate
Adjusted net earnings [1]
Other items
Net earnings [1]

ӯѷ)

ӯѹ)

ӯѼ)

ѺѶѴ

ѺѶѷ

ѹѴѼ

Թ

ӯѶѷѵ)

ӯѵѻ)

ѺѶѴ

ѶѼѵ

ѸѼѴ

[Ѵ] Attributable to Lifeco common shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
$731 million or $0.740 per share, compared with $619 million or $0.627 per share in the corresponding period in 2017, an increase of 18%
on a per share basis, and $734 million or $0.742 per share in the fourth quarter of 2017.
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POWER CORPORATION OF CANADA

C ANADA

Individual Customer
Net earnings for the three-month period ended March 31, 2018 decreased by $8 million to $138 million, compared with
the same quarter last year. The decrease was primarily due to:

 Less favourable mortality experience and a lower impact from new business driven by lower insurance sales;
 Partially offset by more favourable policyholder behaviour experience.
Group Customer
Net earnings for the three-month period ended March 31, 2018 increased by $38 million to $142 million, compared with
the same quarter last year. The increase was primarily due to:

 Favourable mortality and morbidity experience;
 Higher contributions from insurance contract liability basis changes;
 Lower expenses driven by the Canadian business transformation;
 Partially offset by lower contributions from investment experience.
U NITED STATES

Financial Services
For the three-month period ended March 31, 2018, net earnings were US$72 million (C$91 million), compared with
US$64 million (C$85 million) in the corresponding period in 2017. The increase of US$8 million was primarily due to:

 The impact of the U.S. corporate tax rate changes, which resulted in increased earnings of US$12 million;
 Partially offset by a lower release of interest margins on insurance contract liabilities.
Asset Management
For the three-month period ended March 31, 2018, net loss was US$13 million (C$16 million), compared with a net loss of
US$12 million (C$16 million) in the corresponding period in 2017. The increased loss of US$1 million was primarily due to:

 Lower net investment income, driven by lower gains on seed capital, a one-time expense associated with lowering
future technology expenses and higher variable incentive compensation;

 Offset by higher fee income driven by higher assets under management;
The net loss includes lower financing costs, offset by the impact of a reduction in the U.S. corporate tax rate.
E UROPE

Insurance and Annuities
Net earnings for the three-month period ended March 31, 2018 increased by $19 million to $244 million, compared with
the same quarter last year. The increase was primarily due to:

 Improved mortality and morbidity experience, higher contributions from insurance contract liability basis changes
related to the impact of updated annuitant mortality assumptions and the impact of currency movement;

 Partially offset by the impact of lower new business volumes in payout annuities, lower contributions from investment
experience and a gain on the sale of Lifeco’s Allianz Ireland holdings in the first quarter of 2017.
Reinsurance
Net earnings for the three-month period ended March 31, 2018 increased by $23 million to $104 million, compared with
the same quarter last year. The increase was primarily due to:

 Higher contributions from insurance contract liability basis changes;
 Partially offset by lower impacts from new business gains.
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O THER ITEMS

In the first and fourth quarters of 2017, Other items of $28 million and $342 million consisted mainly of:
First quarter

 Restructuring charges of $28 million related to restructuring in the Financial Services business in the U.S. segment and
integration activities in the Insurance and Annuities business in Europe.

PART A

There were no Other items in the first quarter of 2018.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Fourth quarter
 Impact of the U.S. tax reform which resulted in a charge of $216 million:

 On December 22, 2017, the Tax Reconciliation Act was substantively enacted by the U.S. and is generally effective
for tax years beginning on January 1, 2018. The legislation results in significant tax reform and revises the Internal
Revenue Code which includes the lowering of the corporate federal income tax rate from 35% to 21% and modifies
how the U.S. taxes multinational entities. The charge primarily related to the revaluation of certain deferred tax
balances and the impact on insurance contract liabilities and expense provisions.

 Net charge on sale of equity investment of $122 million:
 Lifeco entered into an agreement to sell an equity investment in Nissay Asset Management Corporation (Nissay). The
equity investment in Nissay was reclassified to assets held for sale and the net charge on the sale of $122 million was
recognized, including the write-off of an associated indefinite life intangible asset.
The information above has been derived from Lifeco’s interim MD&A; see Part C of this MD&A for additional information on
Lifeco’s results.
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IGM FINANCIAL

Contribution to Power Corporation
Three months ended

March ѶѴ,
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

ѺѸ

ѺѺ

ѺѴ

ӯѸ)

ӯѺ)

ӯѶ)

Ѻѳ

Ѻѳ

ѹѻ

Թ

ӯѸѺ)

Թ

Ѻѳ

ѴѶ

ѹѻ

Contribution to Power Corporation’s [1]:
Adjusted net earnings
As reported by IGM
Consolidation entries [2]

Other items
Net earnings

[Ѵ] Power Financial’s average direct ownership in IGM and Power Corporation’s average direct ownership in Power Financial were 61.4% and 65.5%, respectively,
for the quarter ended March 31, 2018.
[ѵ] Contribution to Power Corporation includes an adjustment made by Power Financial in accordance with IAS 39 and the allocation of the results of
Wealthsimple and Portag3.

Adjusted and net earnings by segment as reported by IGM (in accordance with IFRS 9)
Three months ended

Investors Group

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

ѴѻѶ

ѴѻѸ

ѴѺѼ

Mackenzie

ѷѵ

Ѹѳ

ѷѴ

Corporate and other

ѷѹ

ѷѷ

ѶѶ

ѵѺѴ

ѵѺѼ

ѵѸѶ

Adjusted net earnings (before interest, income taxes, preferred share dividends
and other) [1]

Interest expense, income taxes, preferred share dividends and other
Adjusted net earnings [1, 2]
Other items
Net earnings

[2]

ӯѻѸ)

ӯѻѺ)

ӯѺѹ)

Ѵѻѹ

ѴѼѵ

ѴѺѺ

Թ

ӯѴѷѴ)

Թ

Ѵѻѹ

ѸѴ

ѴѺѺ

[1] Non-IFRS financial measures described in Part D of this MD&A.
[2] Available to IGM common shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
$186 million or $0.77 per share, compared with $177 million or $0.74 per share in the corresponding period in 2017, an increase of 4.1%
on a per share basis, and $192 million or $0.79 per share in the fourth quarter of 2017.

On January 1, 2018, IGM adopted IFRS 9, Financial Instruments. IGM elected not to restate its comparative financial
information for the effect of applying IFRS 9. The cumulative impact of applying IFRS 9 has been recognized as an
adjustment to the opening retained earnings on January 1, 2018.
Mortgage loans of $282.6 million previously classified as held for trading were reclassified to amortized cost as a result of
IGM’s business model and contractual cash flow characteristics assessment. This resulted in a total remeasurement of
$49.7 million due to the reversal of unrealized losses included in the carrying value of the loans and the capitalization of
previously expensed mortgage issue costs.
Securities of $19.9 million were reclassified from available for sale to fair value through profit or loss (FVPL), and IGM
elected to classify securities of $262.8 million at fair value through other comprehensive income (FVOCI). These
reclassifications had no impact on opening retained earnings.
The Corporation has deferred the adoption of IFRS 9 and continues to apply IAS 39, Financial Instruments: Recognition
and Measurement. As such, the contribution to Power Corporation includes an adjustment to reverse the impact of
IFRS 9.
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I NVESTORS GROUP

 An increase in income from management fees of $20 million to $361 million. The increase was primarily due to an
increase in average assets under management of 3.8%;

 A decrease in distribution fee income of $14 million to $43 million, mainly due to a decrease in distribution fee income
from insurance products and lower redemption fees;

PART A

Net earnings increased by $4 million in the three-month period ended March 31, 2018, compared with the corresponding
period in 2017, due to:

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

 A decrease in net investment income of $8 million to $10 million. Net interest income on securitized loans decreased
due to lower margins on the loans as a result of the impact from the adoption of IFRS 9. There was also a decrease of
gains realized on the sale of residential mortgages and negative fair value adjustments on loans held;

 Expenses in the three-month period were $310 million, a decrease of $7 million mainly related to a decrease in
commission expenses, primarily due to the treatment of commission expenses as a result of the adoption of IFRS 15
(refer to section “Adoption of IFRS 15”).
M ACKENZIE

Net earnings remained stable at $42 million in the three-month period ended March 31, 2018, compared with the
corresponding period in 2017. Fee revenue increased due to an increase in average assets under management of 11.1%,
partially offset by a decline in the average management fee rate and an increase in non-commission expense.
A SSETS AND INVESTMENT
T FUND ASSETS UNDER M ANAGEMENT

Total assets under management were as follows:
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѹ

Investors Group

ѻѺӝѴ

ѻѻӝѳ

ѻѶӝѼ

ѻѴӝѵ

Mackenzie

ѹѸӝѵ

ѹѷӝѸ

ѸѼӝѺ

ѸѺӝѺ

ѶӝѸ

ѷӝѳ

ѶӝѼ

Ѷӝѻ

ѴѸѸӝѻ

ѴѸѹӝѸ

ѴѷѺӝѸ

ѴѷѵӝѺ

(In billions of dollars)

[1]

Corporate and other [2]
Total

ӧѴӨ Effective October 1, 2017, the Mackenzie segment has been redefined to exclude advisory mandates to Investors Group from assets under management; the
comparatives have been restated to reflect this change.
ӧѵӨ Includes Investment Planning Counsel’s assets under management less an adjustment for assets sub-advised by Mackenzie on behalf of other segments.

Total average daily investment fund assets under management were as follows:
ѵѳѴѻ
(In billions of dollars)

ѵѳѴѺ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

Investors Group

ѻѺӝѻ

ѻѺӝѵ

ѻѶӝѻ

ѻѸӝѳ

ѻѵӝѻ

Mackenzie [1]

ѸѺӝѴ

ѸѸӝѻ

ѸѶӝѸ

Ѹѷӝѵ

ѸѵӝѶ

Corporate and other

[2]

Total

Ѹӝѵ

ѸӝѴ

ѸӝѴ

ѸӝѴ

Ѹӝѳ

ѴѸѳӝѴ

ѴѷѻӝѴ

Ѵѷѵӝѷ

ѴѷѷӝѶ

ѴѷѳӝѴ

ӧѴӨ Effective October 1, 2017, the Mackenzie segment has been redefined to exclude advisory mandates to Investors Group from assets under management; the
comparatives have been restated to reflect this change.
ӧѵӨ Includes Investment Planning Counsel’s assets under management less an adjustment for assets sub-advised by Mackenzie on behalf of other segments.

O THER ITEMS

There were no Other items in both the first quarter of 2018 and 2017.
In the fourth quarter of 2017, Other items of $141 million consisted of:

 Restructuring and other charges of $127 million after tax related to the implementation by IGM of a number of
initiatives to assist in its operational effectiveness. The initiatives included simplifying IGM’s reporting structure,
expanding the IGM shared services model, including joining the Investors Group and Mackenzie investment
management functions, and offering a one-time voluntary retirement program.

 IGM’s proportionate share of Lifeco’s one-time charges of $14 million.
The information above has been derived from IGM’s interim MD&A; see Part D of this MD&A for additional information on
IGM’s results.
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POWER CORPORATION OF CANADA

PARGESA

Contribution to Power Corporation
Three months ended
(In millions of Canadian dollars)

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

December ѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Contribution to Power Corporation’s [1]
Adjusted net earnings
As reported by Pargesa

ѴѸ

ѻ

ѵѻ

Consolidation entries [2]

Ѵѷ

ӯѹ)

Թ

ѵѼ

ѵ

ѵѻ

Թ

Թ

ѵ

ѵѼ

ѵ

Ѷѳ

Other items
Net earnings

ӧѴӨ Power Financial’s average direct ownership in Pargesa and Power Corporation’s average direct ownership in Power Financial were 27.8% and 65.5%
respectively, for the quarter ended March 31, 2018.
ӧѵӨ The Corporation has not adopted IFRS 9, its share of gains realized on the disposal of private equity investments in the first quarter of $14 million have been
included in the contribution from Pargesa in accordance with IAS 39. The adjustment in the fourth quarter of 2017 relates to the reclassification of Parques
from available for sale to an associate in accordance with the Corporation’s accounting policy.

Adjusted and net earnings as reported by Pargesa (in accordance with IFRS 9)
Three months ended
(In millions of Swiss francs)

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

ѶѴ

Ѷѹ

ѵѹ

Contribution from the portfolio to adjusted net earnings
Share of earnings of:
Imerys
Dividends:
SGS

Ѹѳ

Թ

ѷѹ

Pernod Ricard

Թ

Ѵѵ

Թ

Total

Թ

Ѹ

Թ

Other [1]

Թ

ѵ

Թ

Contribution from private equity activities and other
investment funds

ӯѷ)

ӯѴ)

ѸѺ

ѺѺ

Ѹѷ

ѴѵѼ

Net financing income (charges)

ӯѹ)

ӯѸ)

ӯѶ)

General expenses and taxes

ӯѼ)

ӯѴѶ)

ӯѻ)

ѹѵ

Ѷѹ

ѴѴѻ

ӯѴ)

ӯѶ)

Ѻ

ѹѴ

ѶѶ

ѴѵѸ

Adjusted net earnings

[2, 3]

Other items
Net earnings (loss)

[3]

ӧѴӨ Consists of dividends from Burberry.
[ѵ] Described as “Economic operating income” in Part E of this MD&A.
[Ѷ] Attributable to Pargesa shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
SF62 million, compared with SF 118 million in the corresponding period in 2017, a decrease of 47.5%, and SF36 million in the fourth
quarter of 2017.

On January 1, 2018, Pargesa adopted IFRS 9, Financial Instruments, and reclassified the majority of its publicly traded
portfolio, previously accounted for as available-for-sale investments to investments classified as fair value through other
comprehensive income (FVOCI). The FVOCI is an elective classification for equity instruments in which all fair value
changes remain permanently in OCI. The investments in private equity and other investment funds were reclassified from
available-for-sale investments to fair value through profit or loss (FVPL).

A 24

PCC_QUAT1_Eng01_PCC_2018-05-09_v1.indd A24

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

18-05-10 5:51 PM

 Unrealized gains and losses on instruments reclassified to FVPL are transferred from other comprehensive income to
retained earnings; and

 Unrealized gains and losses on instruments reclassified to FVOCI may either remain in OCI or be reclassified in retained
earnings.
On transition, the unrealized gain on private equity activities and investment funds was transferred to retained earnings.

PART A

The transition requirements of IFRS 9 require that all unrealized gains and losses on investments previously classified as
available for sale remain permanently in equity, as follows:

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

During the quarter, two investments held through a private equity fund were disposed of, which resulted in gains of
SF57 million. These realized gains have not been reflected in Pargesa’s earnings as the investments were reclassified from
available for sale to FVPL on January 1, 2018. On transition, the related unrealized gains were transferred permanently to
retained earnings.
The Corporation has deferred the adoption of IFRS 9 and continues to apply IAS 39. As such, the contribution to Power
Corporation includes adjustments to comply with IAS 39.
Other than the share of earnings of Imerys, a significant portion of Pargesa’s adjusted net earnings is composed of
dividends from its non-consolidated investments, which are declared as follows:


LafargeHolcim (second quarter)



Umicore (second and third quarters)



SGS (first quarter)



Burberry (second and fourth quarters)



Pernod Ricard (second and fourth quarters)



Ontex (second quarter)



Total (second, third and fourth quarters)



GEA (second quarter)



adidas (second quarter)

On December 31, 2017, the investment in Parques was reclassified from available for sale to an associate. The results of
Parques have not been included in the net earnings as reported by Pargesa for the first quarter. Parques’ results are
published after the date of publication of Pargesa’s results. The first quarter results will be included in the second quarter.
R ESULTS

Adjusted net earnings in the three-month period ended March 31, 2018 decreased by SF56 million to SF62 million,
compared with the corresponding period in 2017, mainly due to:



The contribution from Imerys increased by SF5 million from SF26 million to SF31 million at March 31, 2018;



A decrease in the contribution from private equity activities and other investment funds of SF61 million. The decrease
is mainly due to the adoption of IFRS 9 by Pargesa, resulting in gains of SF57 million realized during the quarter on
the disposal of investments not reflected in earnings;



Dividends from its principal holdings of SF50 million, compared with SF46 million the corresponding period in 2017.

O THER ITEMS

There were no significant Other items in the first quarter of 2018 and in the first and fourth quarters of 2017.
A VERAGE E XCHANGE R ATES

The average exchange rates for the three-month period ended March 31, 2018 and 2017 were as follows:
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Change %

Euro/SF

ѴӝѴѹѸ

ѴӝѳѹѼ

Ѽӝѳ

SF/CAD

ѴӝѶѶѷ

ѴӝѶѴѼ

ѴӝѴ

The information above has been derived from Pargesa’s first quarter of 2018 press release; see Part E of this MD&A for
additional information on Pargesa’s results.
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POWER CORPORATION OF CANADA

OTHER SUBSIDIARIES

The contribution from other subsidiaries and controlled portfolio investments to the Corporation’s adjusted net earnings
was a loss of $32 million for the three-month period ended March 31, 2018, compared with a loss of $29 million in the
corresponding period in 2017, and a loss of $24 million in the fourth quarter of 2017.
CORPORATE OPERATIONS

Corporate operations include income from the Sagard Investment Funds, China AMC and Other Investments, operating
expenses, financing charges, depreciation and income taxes.
Income from Sagard Investment Funds, China AMC and Other Investments
Summary of income from Sagard Investment Funds, China AMC and Other Investments:
Three months ended

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Ѵѹѻ

ѷ

ӯѶ)

Sagard Investment Funds [1]
Sagard Europe
Sagard Holdings

[2, 3]

Ѻ

ѻѺ

Ѽ

ѶѴ

Ѷѳ

Ѵѵ

ѻ

Ѻ

Թ

Investment and hedge funds

Ѹ

Ѵѳ

ѵ

Other [4]

ѻ

Ѵ

Ѵ

ѵѵѺ

ѴѶѼ

ѵѴ

Sagard China
China AMC
Other Investments

ӧѴӨ Income from investments for the Sagard Investment Funds is presented net of expenses of their separate dedicated teams.
[ѵ] Excludes the Corporation’s share of the results of IntegraMed and Vein Clinics, presented in the section “Other subsidiaries”. The fourth quarter of 2017
includes the gain on disposal of Vein Clinics of $67 million.
[Ѷ] Includes share of earnings (loss) from investments in a jointly controlled corporation and associates.
[ѷ] Consists mainly of foreign exchange gains or losses and interest on cash and cash equivalents.

Income from the Sagard Europe funds for the three-month period ended March 31, 2018 was $168 million, and mainly
comprised gains distributed by the funds on the sale of investments.
Earnings from Sagard Investment Funds, as well as from Other Investments, are volatile in nature as they depend on many
factors, including and primarily the timing of realizations.
Impairment charges included in income from Sagard Investment Funds and Other Investments were $ 1 million in the
three-month period ended March 31, 2018, compared with $15 million in the corresponding period in 2017, and $2 million
in the fourth quarter of 2017.
Operating and other expenses
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Operating expenses

ѵѶ

ѵѷ

ѵѹ

Financing charges

ѴѴ

Ѵѵ

Ѵѳ

Depreciation

Ѷ

Ѷ

Ѷ

Income taxes

Ѷ

Ѷ

Թ

ѷѳ

ѷѵ

ѶѼ

Three months ended

Operating and other expenses
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OTHER ITEMS (NOT INCLUDED IN ADJUSTED NET EARNINGS)

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ÃƃɨƺȃѶѴӗ
ѵѳѴѺ

Power Financial
Lifeco
Impact of U.S. tax reform

Թ

ӯѼѹ)

Թ

Restructuring charges

Թ

ӯѵ)

(ѴѶ)

Net charge on sale of an equity investment

Թ

ӯѸѷ)

Թ

Share of IGM’s other items

Թ

ӯѵ)

Թ

Թ

ӯѴѸѷ)

ӯѴѶ)

Restructuring and other charges

Թ

ӯѸѵ)

Թ

Share of Lifeco’s other items

Թ

ӯѸ)

Թ

Թ

ӯѸѺ)

Թ

Թ

Թ

ѵ

Թ

Թ

ѵ

Թ

ӯѵѴѴ)

ӯѴѴ)

PART A

The following table presents the Corporation’s share of Other items:

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

IGM

Pargesa
Other income

For additional information, refer to the respective Lifeco, IGM or Pargesa “Other items” sections above.
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Financial Position
CONSOLIDATED BALANCE SHEETS (CONDENSED)

The condensed balance sheets of Lifeco, IGM and other subsidiaries, as well as Power Corporation’s and Power Financial’s
non-consolidated balance sheets are presented below. This table reconciles the non-consolidated balance sheet, which is
not in accordance with IFRS, with the condensed consolidated balance sheet of the Corporation at March 31, 2018.
Power
Corporation

Power
Financial

Lifeco

IGM

Other
subsidiaries

Consolidation
adjustments
and other [Ѵ]

Power Corporation
Consolidated balance sheets
March ѶѴӗ December ѶѴӗ
ѵѳѴѺ
ѵѳѴѻ

Asse
ets
Cash and cash equivalents

ѺѼѻ

Ѵӗѳѵѹ

ѶӗѸѼѸ

ѺѺѻ

ѴѶѴ

ӯѷѹѺ)

ѸӗѻѹѴ

ѸӗѼѳѶ

ѴӗѹѸѶ

Ѵѹѵ

ѴѺѳӗѶѹѺ

ѻӗѶѳѸ

ѴѳѸ

ӯѵѼѺ)

ѴѻѳӗѵѼѸ

ѴѺѶӗѼѸѴ

ѴѴӗѼѸѼ

ѴѹӗѼѻѶ

ѶѷѴ

Ѽѵѵ

Թ

ӯѶѳӗѵѳѸ)

Թ

Թ

ѸѴѺ

Թ

Թ

Թ

Թ

ӯѸѴѺ)

Թ

Թ

Թ

ѶӗѸѼѸ

Թ

Թ

Թ

Թ

ѶӗѸѼѸ

ѶӗѶѸѷ

ѹѼѳ

Թ

ѵ

ѹѼѸ

ѵѳѼ

ѶѶѸ

ѴӗѼѶѴ

Ѵӗѻѳѳ

Funds held by ceding insurers

Թ

Թ

ѴѳӗѳѺѳ

Թ

Թ

Թ

ѴѳӗѳѺѳ

ѼӗѻѼѶ

Reinsurance assets

Թ

Թ

ѹӗѵѹѸ

Թ

Թ

Թ

ѹӗѵѹѸ

ѸӗѳѷѸ

Investments
Investments – Power Financial, Lifeco
and IGM
Investments – Other subsidiaries
Investment – Parjointco
Investments – other jointly controlled
corporations and associates

Other assets

ѷѸѷ

ѴѵѴ

ѴѳӗѹѺѻ

ѴӗѳѺѶ

ѹѹѵ

(ѴѼѻ)

ѴѵӗѺѼѳ

ѴѴӗѻѷѸ

Intangible assets

Թ

Թ

ѶӗѺѼѷ

Ѵӗѵѹѵ

ѸѵѸ

ѹѶ

Ѹӗѹѷѷ

ѹӗѵѻѻ

Goodwill

Թ

Թ

ѹӗѸѳѻ

ѵӗѹѹѳ

ѸѸѴ

ѺѳѴ

Ѵѳӗѷѵѳ

ѴѳӗѳѻѸ

Investments on account of
segregated fund policyholders

Թ

Թ

ѵѵѴӗѳѶѴ

Թ

Թ

Թ

ѵѵѴӗѳѶѴ

ѵѴѺӗѶѸѺ

ѴѹӗѳѺѴ

ѵѴӗѻѻѺ

ѷѶѵӗѹѸѴ

ѴѸӗѹѼѸ

ѵӗѴѻѶ

ӯѶѳӗѸѻѸ)

ѷѸѺӗѼѳѵ

ѷѷѸӗѸѵѴ

Insurance and investment contract
liabilities

Թ

Թ

ѴѹѺӗѷѵѸ

Թ

Թ

Թ

ѴѹѺӗѷѵѸ

ѴѹѴӗѶѹѸ

Obligations to securitization entities

Թ

Թ

Թ

Ѻӗѹѳѷ

Թ

Թ

Ѻӗѹѳѷ

ѺӗѸѼѹ

Debentures and other debt
instruments [2]

ѹѷѻ

ѵѸѳ

ѸӗѼѵѸ

ѵӗѳѵѸ

ѺѹѸ

ӯѺѷ)

ѼӗѸѶѼ

ѼӗѶѸѴ

Other liabilities

ѶѴѷ

ѸѸѻ

ѴѴӗѻѶѸ

ѴӗѹѶѶ

ѸѴѹ

ӯѴѺѸ)

ѴѷӗѹѻѴ

ѴѶӗѳѶѹ

Թ

Թ

ѵѵѴӗѳѶѴ

Թ

Թ

Թ

ѵѵѴӗѳѶѴ

ѵѴѺӗѶѸѺ

Ѽѹѵ

ѻѳѻ

ѷѳѹӗѵѴѹ

ѴѴ,ѵѹѵ

ѴӗѵѻѴ

ӯѵѷѼ)

ѷѵѳӗѵѻѳ

ѷѳѻӗѺѳѸ

Total assets
Liabilities

Insurance and investment contracts
on account of segregated fund
policyholders
Total liabilities
Equity
Non-participating shares

Ѽѹѷ

ѵӗѻѶѳ

ѵӗѺѴѷ

ѴѸѳ

Թ

ӯѸӗѹѼѷ)

Ѽѹѷ

ѼѹѸ

ѴѷӗѴѷѸ

ѴѻӗѵѷѼ

ѵѳӗѺѺѶ

ѷӗѵѻѶ

ѹѹѶ

ӯѷѶӗѼѹѻ)

ѴѷӗѴѷѸ

ѴѶӗѹѸѳ

Թ

Թ

ѵӗѼѷѻ

Թ

ѵѶѼ

ѴѼӗѶѵѹ

ѵѵӗѸѴѶ

ѵѵӗѵѳѴ

Total equity

ѴѸӗѴѳѼ

ѵѴ,ѳѺѼ

ѵѹӗѷѶѸ

ѷӗѷѶѶ

Ѽѳѵ

ӯѶѳӗѶѶѹ)

ѶѺӗѹѵѵ

ѶѹӗѻѴѹ

Total liabilities and equity

ѴѹӗѳѺѴ

ѵѴӗѻѻѺ

ѷѶѵӗѹѸѴ

ѴѸӗѹѼѸ

ѵӗѴѻѶ

ӯѶѳӗѸѻѸ)

ѷѸѺӗѼѳѵ

ѷѷѸӗѸѵѴ

Participating shareholders’ equity [3]
Non-controlling interests [4, 5]

[Ѵ] Consolidation adjustments and other includes Portag3 and Wealthsimple, as well as consolidation entries.
[ѵ] The debentures and other debt instruments of Other subsidiaries are secured by the Other subsidiaries and controlled portfolio investment assets which are
non-recourse to the Corporation.
[Ѷ] Opening retained earnings were decreased by $236 million as a result of the adoption of IFRS 15; refer to “Adoption of IFRS 15” section for more details.
[ѷ] Lifeco’s non-controlling interests include the Participating Account surplus in subsidiaries.
[Ѹ] Non-controlling interests in consolidation adjustments represents non-controlling interests in the equity of Power Financial and Other subsidiaries.
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Liabilities increased to $420.3 billion at March 31, 2018, compared with $408.7 billion at December 31, 2017, mainly due to
the following, as disclosed by Lifeco:

 Insurance and investment contract liabilities increased by $6.1 billion, primarily due to the strengthening of the British
pound, euro and U.S. dollar against the Canadian dollar and the acquisition of Retirement Advantage, partially offset by
the impact of fair value adjustments.

PART A

Total assets of the Corporation increased to $457.9 billion at March 31, 2018, compared with $445.5 billion at December 31,
2017, mainly due to the impact of currency movement and new business growth, partially offset by the impact of market
movements.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

 Insurance and investment contract liabilities on account of segregated fund policyholders increased by $3.7 billion,
primarily due to the impact of currency movement of $6.6 billion, partially offset by the net impact of market value
losses and investment income of $2.9 billion and net withdrawals of $0.4 billion.
Part B of this MD&A includes a discussion of the consolidated and non-consolidated balance sheet of Power Financial and
Parts C and D of this MD&A include a discussion of the consolidated balance sheets of Lifeco and IGM, respectively.
NON-CONSOLIDATED BALANCE SHEETS

In the non-consolidated basis of presentation shown below, investments in subsidiaries are presented by the Corporation
using the equity method. These non-consolidated balance sheets, which are not in accordance with IFRS, enhance the
MD&A and assist the reader by identifying changes in Power Corporation’s non-consolidated balance sheets.
ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

ѺѼѻ

ѹѷѹ

ѴѴӗѼѸѼ

ѴѴӗѸѻѼ

ѸѴѺ

ѸѴѵ

Assets
Cash and cash equivalents [1]
Investments
Power Financial
Other subsidiaries
Sagard Investment Funds

[2]

Ѵӗѷѻѹ

ѴӗѸѸѷ

China AMC

ѹѼѳ

ѹѷѵ

Other Investments

ѴѹѺ

ѴѺѼ

ѷѸѷ

ѷѷѷ

ѴѹӗѳѺѴ

ѴѸӗѸѹѹ

Debentures and other debt instruments

ѹѷѻ

ѹѷѻ

Other liabilities

ѶѴѷ

ѶѳѶ

Total liabilities

Ѽѹѵ

ѼѸѴ

Other assets
Total assets
Liabilities

Equity
Non-participating shares

Ѽѹѷ

ѼѹѸ

Participating shareholders’ equity

ѴѷӗѴѷѸ

ѴѶӗѹѸѳ

Total equity

ѴѸӗѴѳѼ

ѴѷӗѹѴѸ

Total liabilities and equity

ѴѹӗѳѺѴ

ѴѸӗѸѹѹ

[1] Cash equivalents include $230 million ($179 million at December 31, 2017) of fixed income securities with maturities of more than three months. In
accordance with IFRS, these are classified in investments in the Consolidated Financial Statements. Cash and cash equivalents also include cash held within
the Sagard Investment Funds (see below).
[2] Excludes controlled portfolio investment (IntegraMed), which is included in “Other subsidiaries”.

Cash and cash equivalents
Cash and cash equivalents held by the Corporation amounted to $798 million at March 31, 2018, compared with
$646 million at the end of December 2017 (see “Non-consolidated Statements of Cash Flows” below for details). Of this
amount, $343 million ($345 million at December 31, 2017) was held by the Sagard Investment Funds.
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Investments
P OWER FINANCIAL AND O THER SUBSIDIARIES

The carrying value of Power Corporation’s investments in Power Financial and in Other subsidiaries (including a controlled
portfolio investment), accounted for using the equity method, increased to $12,476 million at March 31, 2018, compared
with $12,101 million at December 31, 2017:

Carrying value, at the beginning of the year

Power
Financial

Other
subsidiaries

Total

ѴѴӗѸѻѼ

ѸѴѵ

ѴѵӗѴѳѴ

Change in accounting policy [1]
Restated carrying value, at the beginning of the year

ӯѵѶѹ)

Թ

ӯѵѶѹ)

ѴѴӗѶѸѶ

ѸѴѵ

ѴѴӗѻѹѸ

Investments in subsidiaries

Թ

ѵѹ

ѵѹ

ѶѻѶ

ӯѶѵ)

ѶѸѴ

Share of other comprehensive income

ѷѹѴ

ѴѶ

ѷѺѷ

Dividends

ӯѵѳѶ)

Թ

ӯѵѳѶ)

Share of adjusted net earnings (losses)

Other [2]
Carrying value, at March 31, 2018

ӯѶѸ)

(ѵ)

ӯѶѺ)

ѴѴӗѼѸѼ

ѸѴѺ

ѴѵӗѷѺѹ

[Ѵ] ĄǉǹǉɨɽɁԄǁɁɥɽȈɁȶɁǹyĄČѴѸԅɰǉƺɽȈɁȶǹɁɨȴɁɨǉǁǉɽƃȈȢɰӝ
[ѵ] Mainly related to the effect of change in ownership in a subsidiary of Lifeco.

S AGARD INVESTMENT FUN
N DS

The investments in the Sagard Investment Funds were $1,486 million at March 31, 2018, compared with $1,554 million at
December 31, 2017. Sagard Holdings’ investments include a jointly controlled corporation and associates. Including cash,
the fair value of the investments in the Sagard Investment Funds, and the adjustment for the fair value of investments in a
jointly controlled corporation and associates amounted to $2,058 million at March 31, 2018, compared with $2,107 million
at December 31, 2017.
ÃƃɨƺȃѶѴӗѵѳѴѻ
Sagard
Europe

Sagard
Holdings

Sagard
China

Cost

ѵѺѷ

ѷѴѻ

ѸѼѴ

Unrealized gain (loss)
Fair value of non--controlled
portfolio investments [1]

Ѵѳѻ

ѵ

Ѷѻѵ
Թ

Cash
Fair value of controlled portfolio
investment and other
Total fair value

AǉƺǉȴƹǉɨѶѴӗѵѳѴѺ

Total ӧѵӨ

Sagard
Europe

Sagard
Holdings

Sagard
China

Total ӧѵӨ

ѴӗѵѻѶ

ѵѸѳ

ѷѳѵ

ѸѺѳ

Ѵӗѵѵѵ

ѼѶ

ѵѳѶ

ѵѷѼ

ӯѸ)

ѻѻ

ѶѶѵ

ѷѵѳ
ѳ

ѹѻѷ
ѷ

Ѵӗѷѻ
ѻѹ

ѷѼѼ

ѶѼѺ

ѹѸѻ

ѴӗѸѸѷ

ѴѼѷ

ѴѷѼ

ѶѷѶ

Թ

ѵѴѼ

Ѵѵѹ

ѶѷѸ

Թ

ѵѶѴ

ӯѵ)

ѵѵѼ

Թ

ѵѳѻ

Թ

ѵѳѻ

Ѷѻѵ

ѻѷѸ

ѻѶѴ

ѵӗѳѸѻ

ѷѼѼ

ѻѵѷ

Ѻѻѷ

ѵӗѴѳѺ

[Ѵ] As reported in the Corporation’s non-consolidated balance sheets.
[2] Fair value of non-controlled portfolio investments includes $706 million of investments at March 31, 2018 ($693 million at December 31, 2017) valued using
quoted prices in active markets.

C HINA AMC

The carrying value of Power Corporation’s investment in China AMC was $690 million at March 31, 2018, compared with
$642 million at December 31, 2017.
Carrying value, at the beginning of the year

ѹѷѵ

Share of net earnings

ѻ

Other comprehensive income

ѷѳ

Carrying value, at March 31, 2018

ѹѼѳ

China AMC’s assets under management, excluding subsidiary assets under management, were RMB¥870 billion
(C$168 billion) at December 31, 2017, compared with RMB¥836 billion (C$160 billion) at June 30, 2017 (assets under
management are publicly available at the end of the second and fourth quarters).
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O THER INVESTMENTS

The fair value of private investment funds was $114 million at March 31, 2018, compared with $124 million at December 31,
2017, and the Corporation had outstanding commitments to make future capital contributions to these funds for an
aggregate amount of $59 million. The Corporation expects that future distributions from these funds will be sufficient to
meet outstanding commitments

PART A

Other investments include portfolio investments in private investment funds and a select number of hedge funds. These
investments are classified as available for sale and are carried at fair value. At March 31, 2018, the fair value of other
investments amounted to $167 million, compared with $179 million at December 31, 2017.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

At March 31, 2018, the fair value of investments in hedge funds and other was $53 million.
EQUITY

Non-participating shares
Non-participating (preferred) shares of the Corporation consist of six series of First Preferred Shares with an aggregate
stated capital of $964 million at March 31, 2018, of which $950 million are non-cumulative (same as at December 31, 2017).
All series are perpetual preferred shares and are redeemable in whole or in part solely at the Corporation’s option from
specified dates.
Participating shareholders’ equity
Participating shareholders’ equity was $14,145 million at March 31, 2018, compared with $13,650 million at December 31,
2017:
Three months ended March 31

Participating shareholders’ equity, at the beginning of the year
Change in accounting policy [1]
Restated participating shareholder’s equity, at the beginning of the year

ѵѳѴѻ

ѵѳѴѺ

ѴѶӗѹѸѳ

ѴѵӗѻѼѻ

ӯѵѶѹ)

Թ

ѴѶӗѷѴѷ

ѴѵӗѻѼѻ

Changes in retained earnings
Net earnings before dividends on non-participating shares

ѸѶѻ

ѵѺѴ

Dividends declared

ӯѴѻѳ)

ӯѴѹѻ)

Effects of changes in capital and ownership of subsidiaries, and other

ӯѵѻ)

ѴѺ

ѶѶѳ

Ѵѵѳ

Foreign currency translation adjustments

ѶѺѹ

ӯѴѷ)

Investment revaluation and cash flow hedges

ӯѴѻѻ)

Ѷѷ

ѵѳ

ӯѵѳ)

ѴѼѴ

ѴѸѷ

ӯѼ)

ӯѴѷ)

ѶѼѳ

Ѵѷѳ

ѴѴ

ѴѸ

ѴѷӗѴѷѸ

ѴѶӗѴѺѶ

Changes in reserves
Other comprehensive income (loss)

Actuarial gains (losses) on defined benefit plans
Share of Pargesa and other jointly controlled corporations and associates
Share-based compensation

Issuance of subordinate voting shares (430,125 shares in 2018 and 483,038 shares in 2017)
under the Corporation’s Executive Stock Option Plan [1]
Participating shareholders’ equity, at March 31
[Ѵ] Refer to “Adoption of IFRS 15” section for more details.

The book value per participating share of the Corporation was $30.44 at March 31, 2018, compared with $29.40 at the end
of 2017.
Outstanding number of participating shares
At the date of this MD&A, there were 48,854,772 Participating Preferred Shares of the Corporation outstanding, the same
as at December 31, 2017, and 415,873,704 Subordinate Voting Shares of the Corporation outstanding, compared with
415,443,579 at December 31, 2017. At the date of this MD&A, options were outstanding to purchase up to an aggregate of
17,684,447 Subordinate Voting Shares of the Corporation under the Corporation’s Executive Stock Option Plan.
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Cash Flows
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONDENSED)

The condensed cash flows of Lifeco, IGM and other subsidiaries, as well as Power Corporation’s and Power Financial’s nonconsolidated cash flows, are presented below. This table reconciles the non-consolidated statement of cash flows, which is
not in accordance with IFRS, to the condensed consolidated statement of cash flows of the Corporation for the threemonth period ended March 31, 2018.
Power Financial

Three months ended
March 31

Power
Financial

Lifeco

IGM

Consolidation
adjustments
and other

Power
Financial
Consolidated

Power
Corporation

Other
subsidiaries

Consolidation
adjustments

Power Corporation
Consolidated

ѵѳѴѻ

ѵѳѴѺ

Cash flows from:
Operating activities

Ѷѵѷ

ѴӗѴѸѼ

ѴѵѼ

ӯѶѻѸ)

ѴӗѵѵѺ

Ѵѹѻ

ӯѶѺ)

ӯѴѼѵ)

ѴӗѴѹѹ

ѴӗѷѷѺ

Financing activities

ӯѶѵѻ)

ӯѵѶѹ)

ӯѵѻѳ)

Ѷѹѷ

ӯѷѻѳ)

ӯѴѺѴ)

ѴѶѺ

Ѵѷѻ

ӯѶѹѹ)

ѴѼѻ

ӯѵѷ)

ӯѴӗѳѳѶ)

ӯѶѻ)

Ѷѹ

ӯѴӗѳѵѼ)

Ѵѷѹ

ӯѻѸ)

ӯѺ)

Թ

Ѵѵѷ

Թ

Թ

Ѵѵѷ

Ѽ

Թ

Թ

ѴѶѶ

ӯѼ)

(ѵѻ)

ѷѷ

ӯѴѻѼ)

ѴѸ

ӯѴѸѻ)

ѴѸѵ

ѴѸ

ӯѸѴ)

ӯѷѵ)

Ѹѳѷ

ѴӗѳѸѷ

ѶӗѸѸѴ

ѼѹѺ

ӯѵѸѴ)

ѸӗѶѵѴ

ѹѷѹ

ѴѴѸ

ӯѴѺѼ)

ѸӗѼѳѶ

ѸӗѴѻѵ

Ѵӗѳѵѹ

ѶӗѸѼѸ

ѺѺѻ

ӯѵѶѹ)

ѸӗѴѹѶ

ѺѼѻ

ѴѶѳ

ӯѵѶѳ)

ѸӗѻѹѴ

Ѹӗѹѻѹ

Investing activities
Effect of changes in
exchange rates on cash
and cash equivalents
Increase (decrease) in
cash and cash
equivalents
Cash and cash
equivalents, at the
beginning of the year
Cash and cash
equivalents, at March 31

ӯѼѺѸ) ӯѴӗѴѶѵ)

Consolidated cash and cash equivalents decreased by $42 million in the three-month period ended March 31, 2018,
compared with an increase of $504 million in the corresponding period in 2017.
Operating activities produced a net inflow of $1,166 million in the three-month period ended March 31, 2018, compared
with a net inflow of $1,447 million in the corresponding period in 2017.
Cash flows from financing activities, which include dividends paid on the participating and non-participating shares of the
Corporation and dividends paid by subsidiaries to non-controlling interests, represented a net outflow of $366 million in
the three-month period ended March 31, 2018, compared with a net inflow of $198 million in the corresponding period in
2017.
Cash flows from investing activities resulted in a net outflow of $975 million in the three-month period ended March 31,
2018, compared with a net outflow of $1,132 million in the corresponding period in 2017.
The Corporation increased its level of fixed income securities with maturities of more than three months, resulting in a net
outflow of $5 1 million in the three-month period ended March 31, 2018, compared with a net outflow of $74 million in the
corresponding period in 2017.
Parts B, C and D of this MD&A include a discussion of the cash flows of Power Financial, Lifeco and IGM, respectively.
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

The following non-consolidated statements of cash flows of the Corporation, which are not presented in accordance with
IFRS, have been prepared to assist the reader as they isolate the cash flows of Power Corporation, the parent company.
Three months ended March 31

ѵѳѴѻ

ѵѳѴѺ

ѴѼѶ

Ѵѻѷ

(ѵѸ)

(ѷѸ)

Ѵѹѻ

ѴѶѼ

ӯѴѶ)

ӯѴѶ)

ӯѴѹѺ)

ӯѴѸѸ)

(Ѵ)

Թ

PART A

As Power Corporation is a holding company, corporate cash flows are primarily comprised of dividends received and
income from investments, less operating expenses, financing charges, income taxes, and non-participating and
participating share dividends. Dividends received from Power Financial, which is also a holding company, represent a
significant component of the Corporation’s corporate cash flows.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Operating activities
Dividends from subsidiaries
Corporate operations, net of non-cash items

Financing activities
Dividends paid on non-participating shares
Dividends paid on participating shares
Purchase of non-participating shares for cancellation
Issuance of subordinate voting shares
Issuance of debentures
Other

Ѵѳ

ѴѶ

Թ

ѵѸѳ

Թ

ӯѵ)

ӯѴѺѴ)

ѼѶ

Proceeds from disposal of investments

ѷѻѴ

ѴѸѳ

Purchase of investments

ӯѶѳѹ)

ӯѴѹѸ)

ӯѵѹ)

ӯѷѸ)

Investing activities

Investment in other subsidiaries
Other (including acquisition of capital assets)

ӯѶ)

ӯѶ)

Ѵѷѹ

ӯѹѶ)

Ѽ

ӯѴ)

Increase in cash and cash equivalents

ѴѸѵ

Ѵѹѻ

Cash and cash equivalents, at the beginning of the year

ѹѷѹ

ѻѵѺ

Cash and cash equivalents, at March 31

ѺѼѻ

ѼѼѸ

Corporate

ѷѸѸ

ѹѸѳ

Sagard Investment Funds

ѶѷѶ

ѶѷѸ

ѺѼѻ

ѼѼѸ

Effect of changes in exchange rates on cash and cash equivalents

Cash and cash equivalents::
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On a non-consolidated basis, cash and cash equivalents increased by $152 million in the three-month period ended
March 31, 2018, compared with an increase of $168 million in the corresponding period in 2017.
Operating activities resulted in a net inflow of $168 million in the three-month period ended March 31, 2018, compared
with a net inflow of $139 million in the corresponding period in 2017.

 Dividends paid by Power Financial on its common shares during the three-month period ended March 31, 2018 were
$0.4125 per share, compared with $0.3925 per share in the corresponding period in 2017. Power Corporation received
dividends of $193 million from Power Financial in the three-month period ended March 31, 2018, compared with
$184 million in the corresponding period in 2017.
The Corporation’s financing activities during the three-month period ended March 31, 2018 were a net outflow of
$171 million, compared with a net inflow of $93 million in the corresponding period in 2017, and included:

 Dividends paid on non-participating and participating shares by the Corporation of $180 million, compared with
$168 million in the corresponding period in 2017. In the three-month period ended March 31, 2018, dividends paid on
the Corporation’s participating shares were $0.3585 per share, compared with $0.3350 per share in the corresponding
period in 2017.

 Issuance of Subordinate Voting Shares of the Corporation for $10 million pursuant to the Corporation’s Executive Stock
Option Plan, compared with issuance for an amount of $13 million in the corresponding period in 2017.
The Corporation’s investing activities during the three-month period ended March 31, 2018 were a net inflow of
$146 million, compared with a net outflow of $63 million in the corresponding period in 2017.
Proceeds from disposal of investments and purchase of investments are comprised of investment activities of the Sagard
Investment Funds, China AMC and Other Investments.

Capital Management
As a holding company, Power Corporation’s objectives in managing its capital are to:

 provide attractive long-term returns to shareholders of the Corporation;
 provide sufficient financial flexibility to pursue its growth strategy to invest on a timely basis in its operating companies
and other investments as opportunities present;

 maintain a capital structure that matches the long-term nature of its investments by maximizing the use of permanent
capital; and

 maintain an appropriate credit rating to ensure stable access to capital markets.
The Corporation manages its capital taking into consideration the risk characteristics and liquidity of its holdings. In order
to maintain or adjust its capital structure, the Corporation may adjust the amount of dividends paid to shareholders, return
capital to shareholders or issue capital.
The Board of Directors of the Corporation is responsible for capital management. Management of the Corporation is
responsible for establishing capital management procedures and for implementing and monitoring its capital plans. The
Board of Directors of the Corporation reviews and approves capital transactions such as the issuance, redemption and
repurchase of participating shares, non-participating shares and debentures. The boards of directors of the Corporation’s
subsidiaries, as well as those of Pargesa and GBL, govern and have responsibility for their respective company’s capital
management.
With the exception of debentures and other debt instruments, the Corporation’s capital is permanent, matching the longterm nature of its investments. The capital structure of the Corporation consists of: debentures, non-participating shares,
participating shareholders’ equity, and non-controlling interests. The Corporation views non-participating shares as a costeffective source of permanent capital.
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ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴ,
ѵѳѴѺ

Power Corporation

ѹѷѻ

ѹѷѻ

Power Financial

ѵѸѳ

ѵѸѳ

Lifeco

ѸӗѼѵѸ

ѸӗѹѴѺ

IGM

ѵӗѳѵѸ

ѵӗѴѺѸ

ѺѹѸ

ѺѶѸ

ӯѺѷ)

ӯѺѷ)

ѻӗѻѼѴ

ѻӗѺѳѶ

ѼӗѸѶѼ

ѼӗѶѸѴ

PART A

The Corporation’s consolidated capitalization includes the debentures, preferred shares and other debt instruments issued
by its consolidated subsidiaries, including those of its controlled portfolio investment. Debentures and other debt
instruments issued by Power Financial, Lifeco, IGM and Other subsidiaries are non-recourse to the Corporation. The
Corporation does not guarantee debt issued by its subsidiaries. Non-participating shares and total equity accounted for
80% of consolidated capitalization at March 31, 2018.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Debentures and other debt instruments

Other subsidiaries

[1, 2]

Consolidation adjustments

Non--participating shares
Power Corporation

Ѽѹѷ

ѼѹѸ

Power Financial

ѵӗѻѶѳ

ѵӗѻѶѳ

Lifeco

ѵӗѺѴѷ

ѵӗѺѴѷ

ѴѸѳ

ѴѸѳ

ѸӗѹѼѷ

ѸӗѹѼѷ

ѹӗѹѸѻ

ѹӗѹѸѼ

Participating shareholders’ equity

ѴѷӗѴѷѸ

ѴѶӗѹѸѳ

Non-controlling interests [3]

ѴѹӗѻѴѼ

ѴѹӗѸѳѺ

ѶѳӗѼѹѷ

ѶѳӗѴѸѺ

ѷѺӗѴѹѴ

ѷѹӗѴѹѺ

IGM

Equity

[1] Other subsidiaries include a controlled portfolio investment.
[2] Secured by the Other subsidiaries and controlled portfolio investment assets which are non-recourse to the Corporation.
[3] Represents the non-controlling equity interests of the Corporation’s subsidiaries excluding Power Financial, Lifeco, and IGM’s preferred shares, which are
shown in this table as non-participating shares.

Power Corporation

 The Corporation filed a short-form base shelf prospectus dated December 7, 2016, pursuant to which, for a period of
25 months thereafter, the Corporation may issue up to an aggregate of $2 billion of First Preferred Shares, Subordinate
Voting Shares, subscription receipts and unsecured debt securities, or any combination thereof. This filing provides the
Corporation with the flexibility to access debt and equity markets on a timely basis.
Lifeco
 On February 28, 2018, Lifeco issued $500 million of 10-year 3.337% debentures.

 On March 21, 2018, Lifeco redeemed its 6.14% $200 million debenture notes at their principal amount together with
accrued interest.
Subsequent event

 Subsequent to the first quarter of 2018, Great-West Lifeco Finance (Delaware) LP II announced its intention to redeem
all $500 million principal amount of its 7.127% subordinated debentures due June 26, 2068 on June 26, 2018 at a
redemption price equal to 100% of the principal amount of the debentures, plus any accrued interest up to but
excluding the redemption date.
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IGM

 On March 7, 2018, IGM repaid on maturity, the $150 million 2003 Series 6.58% debentures.
The Corporation itself is not subject to externally imposed regulatory capital requirements; however, Lifeco and certain of
its main subsidiaries and IGM’s subsidiaries are subject to regulatory capital requirements. Parts B, C and D of this MD&A
further describe the capital management activities of Power Financial, Lifeco and IGM, respectively.
RATINGS

The current rating by Standard & Poor’s (S&P) of the Corporation’s debentures is “A” with a stable outlook. Dominion Bond
Rating Service’s (DBRS) current rating on the Corporation’s debentures is “A” with a stable rating trend.
Credit ratings are intended to provide investors with an independent measure of the credit quality of the securities of a
corporation and are indicators of the likelihood of payment and the capacity of a corporation to meet its obligations in
accordance with the terms of each obligation. Descriptions of the rating categories for each of the agencies set forth
below have been obtained from the respective rating agencies’ websites. These ratings are not a recommendation to buy,
sell or hold the securities of a corporation and do not address market price or other factors that might determine
suitability of a specific security for a particular investor. The ratings also may not reflect the potential impact of all risks on
the value of securities and are subject to revision or withdrawal at any time by the rating organization.
The “A” rating assigned to the Corporation’s debentures by S&P is the sixth highest of the 22 ratings used for long-term
debt. A long-term debenture rated “A” is somewhat more susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher-rated categories; however, the obligor’s capacity to meet its financial
commitment on the obligation is still strong.
The “A” rating assigned to the Corporation’s debentures by DBRS is the sixth highest of the 26 ratings used for long-term
debt. A long-term debenture rated “A” implies that the capacity for the repayment is substantial, but of lesser credit
quality than AA, and may be vulnerable to future events, although qualifying negative factors are considered manageable.

Risk Management
Power Corporation is a diversified international management and holding company with interests in the financial services,
renewable energy, asset management and other business sectors. Its principal holding is a controlling interest in Power
Financial which holds substantial interests in the financial services sector through its controlling interest in each of Lifeco
and IGM. Power Financial also holds a joint controlling interest in Parjointco, which itself holds a controlling interest in GBL
through Pargesa. As a result, the Corporation bears the risks associated with being a significant shareholder of these
operating companies. A complete description of these risks is presented in their public disclosures. The respective boards
of directors of Power Financial, Lifeco, IGM, Pargesa and GBL are responsible for the risk oversight function at their
respective companies. The risk committee of the board of directors of Lifeco is responsible for its risk oversight, and the
board of directors of IGM provides oversight and carries out its risk management mandate through various committees.
Certain officers of the Corporation are members of these boards and committees of these boards and, consequently, in
their role as directors, they participate in the risk oversight function at the operating companies. Parts B, C and D of this
MD&A further describe risks related to Power Financial, Lifeco and IGM, respectively.
RISK OVERSIGHT APPROACH

The Corporation believes that a prudent approach to risk is achieved through a governance model that focuses on the
active oversight of its investments. The Board of Directors and executive officers of the Corporation have overall oversight
and responsibility for risk management associated with the investment activities and operations of the holding company
and maintain a comprehensive and appropriate set of policies and controls.
The Board of Directors provides oversight and carries out its risk management mandate primarily through the following
committees:

 The Audit Committee addresses risks related to financial reporting and cybersecurity.
 The Compensation Committee considers risks associated with the Corporation’s compensation policies and practices.
 The Governance and Nominating Committee oversees the Corporation’s approach to appropriately address potential
risks related to governance matters.

 The Related Party and Conduct Review Committee considers for approval transactions with related parties of the
Corporation.
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During the first quarter of 2018, there were no changes to the Corporation’s risk oversight approach, and the identification
and management of the specific risks described in the 2017 Annual MD&A.

PART A

There are certain risks inherent in an investment in the securities of the Corporation and in the activities of the
Corporation, including the following risks and others discussed elsewhere in this MD&A, which investors should carefully
consider before investing in securities of the Corporation. The 2017 Annual MD&A reviews certain risks that could impact
the financial condition and financial performance, and the value of the equity of the Corporation. This description of risks
does not include all possible risks, and there may be other risks of which the Corporation is not currently aware.

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Financial Instruments and Other Instruments
FAIR VALUE MEASUREMENT

At March 31, 2018, there had been no material changes to the carrying amounts and fair value of the Corporation and its
subsidiaries’ assets and liabilities recorded at fair value from December 31, 2017. See Note 18 to the Corporation’s Interim
Consolidated Financial Statements for additional disclosure of the Corporation’s fair value measurement.
DERIVATIVE FINANCIAL INSTRUMENTS

In the course of their activities, the Corporation and its subsidiaries use derivative financial instruments. When using such
derivatives, they only act as limited end-users and not as market makers in such derivatives.
The use of derivatives is monitored and reviewed on a regular basis by senior management of the Corporation and by
senior management of its subsidiaries. The Corporation and its subsidiaries have each established operating policies,
guidelines and procedures relating to the use of derivative financial instruments, which in particular focus on:

 prohibiting the use of derivative instruments for speculative purposes;
 documenting transactions and ensuring their consistency with risk management policies;
 demonstrating the effectiveness of the hedging relationships; and
 monitoring the hedging relationships.
There were no major changes to the Corporation and its subsidiaries’ policies and procedures with respect to the use of
derivative instruments in the three-month period ended March 31, 2018. The following table provides a summary of the
Corporation and its subsidiaries’ derivatives portfolio:
ÃƃɨƺȃѶѴӗѵѳѴѻ

Power Corporation
Power Financial
Lifeco
IGM
Other subsidiaries

AǉƺǉȴƹǉɨѶѴ, ѵѳѴѺ

Total

Total

Notional

Maximum
credit risk

fair value

Notional

Maximum
credit risk

fair value

Ѻ

Ѵ

Ѵ

Ѻ

Ѵ

Ѵ

ѻѸ

Ѷ

Ѷ

ѴѺ

ѵ

ѵ

ѴѻӗѹѻѺ

ѶѸѴ

ӯѴӗѴѷѻ)

ѴѹӗѸѻѼ

Ѷѻѷ

ӯѼѸѵ)

ѶӗѷѼѻ

ѵѻ

ӯѹ)

ѶӗѵѹѼ

Ѷѹ

ѻ

Ѽѷ

Թ

Թ

ѼѸ

Ѵ

Ѵ

ѵѵӗѶѹѷ

Ѷѻѵ

ӯѴӗѴѸѴ)

ѴѼӗѼѺѳ

ѷѵѶ

ӯѼѷѴ)

ѵѵӗѶѺѴ

ѶѻѶ

ӯѴӗѴѸѳ)

ѴѼӗѼѺѺ

ѷѵѷ

ӯѼѷѳ)

During the three-month period ended March 31, 2018, there was an increase of $2.4 billion in the notional amount of
derivatives outstanding, primarily due to an increase in forward settling mortgage backed security transactions (“to-beannounced securities”) and regular hedging activities. The Corporation and its subsidiaries’ exposure to derivative
counterparty risk (which represents the market value of instruments in a gain position) decreased to $383 million at March
31, 2018 from $424 million at December 31, 2017. The decrease is primarily due to the strengthening of the U.S. dollar
against the Canadian dollar on cross-currency swaps that pay U.S. dollars and receive Canadian dollars.
Parts B, C and D of this MD&A provide information on the types of derivative financial instruments used by Power
Financial, Lifeco and IGM, respectively.
See Note 25 to the Corporation’s 2017 Consolidated Financial Statements for additional information.
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PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Off-Balance Sheet Arrangements
GUARANTEES

In the normal course of their operations, the Corporation and its subsidiaries may enter into certain agreements, the
nature of which precludes the possibility of making a reasonable estimate of the maximum potential amount the
Corporation or subsidiary could be required to pay third parties, as some of these agreements do not specify a maximum
amount and the amounts are dependent on the outcome of future contingent events, the nature and likelihood of which
cannot be determined.
LETTERS OF CREDIT

In the normal course of its reinsurance business, Lifeco provides letters of credit to other parties or beneficiaries. A
beneficiary will typically hold a letter of credit as collateral in order to secure statutory credit for insurance and investment
contract liabilities ceded to or amounts due from Lifeco. Lifeco may be required to seek collateral alternatives if it is unable
to renew existing letters of credit on maturity. See also Part C of this MD&A and Note 31 to the Corporation’s 2017
Consolidated Financial Statements.

Contingent Liabilities
The Corporation and its subsidiaries are from time to time subject to legal actions, including arbitrations and class actions,
arising in the normal course of business. It is inherently difficult to predict the outcome of any of these proceedings with
certainty, and it is possible that an adverse resolution could have a material adverse effect on the consolidated financial
position of the Corporation. However, based on information presently known, it is not expected that any of the existing
legal actions, either individually or in the aggregate, will have a material adverse effect on the consolidated financial
position of the Corporation.

Commitments and Contractual Obligations
At March 31, 2018, there had been no material changes in the contractual obligations of the Corporation and its
subsidiaries from those reported in the 2017 Annual MD&A.

Income Taxes (Non-Consolidated Basis)
The Corporation had, at March 31, 2018, non-capital losses of $195 million available to reduce future taxable income
(including capital gains). These losses expire during the years 2029 to 2038.
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Power Corporation has a Related Party and Conduct Review Committee composed entirely of Directors who are
independent of management and independent of the Corporation’s controlling shareholder. The mandate of this
Committee is to review proposed transactions with related parties of the Corporation, including its controlling shareholder,
and to approve only those transactions that it deems appropriate and that are done at market terms and conditions.

PART A

Transactions With Related Parties

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

In the normal course of business, Great-West Life and Putnam enter into various transactions with related companies
which include providing group insurance benefits and sub-advisory services to other companies within the Power
Corporation group of companies. Such transactions are at market terms and conditions. These transactions are reviewed
by the appropriate related party and conduct review committee.
Lifeco provides asset management and administrative services for employee benefit plans relating to pension and other
post-employment benefits for employees of Power Corporation, Power Financial, and Lifeco and its subsidiaries. These
transactions are at market terms and conditions and are reviewed by the appropriate related party and conduct review
committee.
IGM enters into transactions with subsidiaries of Lifeco. These transactions are in the normal course of operations and
include (i) providing certain administrative services, (ii) distributing insurance products and (iii) the sale of residential
mortgages to Great-West Life and London Life. These transactions are at market terms and conditions and are reviewed by
the appropriate related party and conduct review committee.
In October 2017, IGM and a subsidiary of Power Corporation, obtained advanced tax rulings which permitted tax loss
consolidation transactions whereby shares of a subsidiary that has generated tax losses may be acquired by IGM. The
Corporation has recognized the benefit of the tax losses to be realized throughout this program.
See Note 29 to the Corporation’s 2017 Consolidated Financial Statements for additional information.

Summary of Critical Accounting Estimates and Judgments
In the preparation of the financial statements, management of the Corporation and the managements of its subsidiaries
are required to make significant judgments, estimates and assumptions that affect the reported amounts of assets,
liabilities, net earnings, comprehensive income and related disclosures. Key sources of estimation uncertainty and areas
where significant judgments are made by the management of the Corporation and the managements of its subsidiaries
include: the entities to be consolidated, insurance and investment contract liabilities, fair value measurements, investment
impairment, goodwill and intangible assets, income taxes and employee future benefits. These are described in the
Corporation’s 2017 Annual MD&A and in the notes to the 2017 Consolidated Financial Statements. There were no changes
in the Corporation’s critical accounting estimates and judgments in the first quarter of 2018.

Internal Control over Financial Reporting
The Corporation’s internal control over financial reporting is designed to provide reasonable assurance regarding the
reliability of financial reporting and that the preparation of financial statements for external purposes is in accordance
with IFRS. The Corporation’s management, under the supervision of the Co-Chief Executive Officers and the Chief
Financial Officer, is responsible for establishing and maintaining effective internal control over financial reporting. All
internal control systems have inherent limitations and may become ineffective because of changes in conditions.
Therefore, even those systems determined to be effective can provide only reasonable assurance with respect to financial
statement preparation and presentation.
There have been no changes in the Corporation’s internal control over financial reporting during the three-month period
ended March 31, 2018 which have materially affected, or are reasonably likely to materially affect, the Corporation’s internal
control over financial reporting.
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Summary of Quarterly Results
ѵѳѴѻ

Total revenues [1, 2]
Net earnings (attributable to
participating shareholders)

ѵѳѴѺ

ѵѳѴѹ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

ѴѳӗѻѸѹ

ѴѷӗѳѷѶ

ѴѴӗѷѳѴ

ѴѵӗѴѳѼ

ѴѶӗѻѳѼ

Ѽӗѳѻѻ

ѴѷӗѸѳѶ

ѴѶӗѻѺѼ

ѴѶӗѵѻѳ

ѸѵѸ

ѵѳѻ

ѷѺѳ

ѶѸѳ

ѵѸѻ

ѷѸѼ

ѶѳѶ

ѵѺѵ

ѷѻ

per share – basic

Ѵ.ѴѶ

ѳӝѷѷ

Ѵӝѳѵ

ѳӝѺѸ

ѳӝѸѹ

ѳӝѼѼ

ѳӝѹѸ

ѳӝѸѼ

ѳӝѴѳ

per share – diluted

Ѵ.ѴѶ

ѳӝѷѷ

ѴӝѳѴ

ѳӝѺѸ

ѳӝѸѸ

ѳӝѼѼ

ѳӝѹѸ

ѳӝѸѼ

ѳӝѴѳ

ѸѵѸ

ѷѴѼ

ѷѺѴ

ѷѳѴ

ѵѹѼ

ѷѴѵ

ѶѴѴ

Ѷѳѻ

ѴѼѵ

Ѵ.ѴѶ

ѳӝѼѳ

Ѵӝѳѵ

ѳӝѻѹ

ѳӝѸѻ

ѳӝѻѼ

ѳӝѹѺ

ѳӝѹѺ

ѳӝѷѴ

Թ

ӯѵѴѴ)

ӯѴ)

ӯѸѴ)

ӯѴѴ)

ѷѺ

ӯѻ)

ӯѶѹ)

ӯѴѷѷ)

Թ

ӯѳӝѷѹ)

Թ

ӯѳӝѴѴ)

ӯѳӝѳѵ)

ѳӝѴѳ

(ѳӝѳѵ)

ӯѳӝѳѻ)

ӯѳӝѶѴ)

Adjusted net earnings (attributable to
participating shareholders) [3]
per share – basic

[3]

Other items [3, 4]
per share – basic [3]

[1] Revenue in the fourth quarter of 2016 is lower due to a decrease in the value of Lifeco’s bond portfolio resulting from increasing interest rates.
[2] Comparative figures restated as a result of IFRS 15; see “Adoption of IFRS 15” section for more details.
[3] Adjusted net earnings and adjusted net earnings per share attributable to participating shareholders, and other items and other items per share are nonIFRS financial measures. For a definition of these non-IFRS financial measures, please refer to the “Non-IFRS Financial Measures and Presentation” section in
this MD&A.
[4] The Corporation’s share of Power Financial’s Other items is as follows:
ѵѳѴѻ
ĂѴ

ѵѳѴѺ
Ăѷ

ĂѶ

ѵѳѴѹ

Ăѵ

ĂѴ

Ăѷ

ӯѸѹ)

ӯѴѶ)

ӯѴѳ)

ĂѶ

Ăѵ

ĂѴ

Power Financial
Lifeco

Թ

ӯѴѸѷ)

IGM

Թ

ӯѸѺ)

Թ

ѹ

Թ

Ѵѷ

Թ

Թ

Թ

Pargesa

Թ

Թ

ӯѴ)

ӯѴ)

ѵ

ѷѶ

ӯѴ)

ӯѶѷ)

ӯѴѷѶ)

Թ

ӯѵѴѴ)

ӯѴ)

ӯѸѴ)

ӯѴѴ)

ѷѺ

(ѻ)

ӯѶѹ)

ӯѴѷѷ)
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(unaudited)
[in millions of Canadian dollars]

Assets
Cash and cash equivalents

March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

Ѹ,ѻѹѴ

Ѹ,ѼѳѶ

Investments [Note 5]
Bonds
Mortgage loans
Shares
Investment properties
Loans to policyholders

Ѵѵѷ,ѼѸѹ
ѶѴ,ѺѼѻ
Ѽ,ѼѴѹ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

Ѵѵѳ,ѸѼѳ
Ѷѳ,ѳѻѻ
Ѵѳ,Ѵѷѵ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

Funds held by ceding insurers
Reinsurance assets [Note 8]
Investments in jointly controlled corporations and associates [Note 6]
Owner-occupied properties and capital assets
Derivative financial instruments
Other assets
Deferred tax assets
Intangible assets
Goodwill
Investments on account of segregated fund policyholders [Note 7]

Ѵѻѳ,ѵѼѸ
Ѵѳ,ѳѺѳ
ѹ,ѵѹѸ
Ѹ,Ѹѵѹ
Ѵ,Ѻѹѻ
ѶѻѶ
Ѽ,ѸѷѸ
Ѵ,ѳѼѷ
Ѹ,ѹѷѷ
Ѵѳ,ѷѵѳ
ѵѵѴ,ѳѶѴ

ѴѺѶ,ѼѸѴ
Ѽ,ѻѼѶ
Ѹ,ѳѷѸ
Ѹ,ѴѸѷ
Ѵ,ѺѶѷ
ѷѵѷ
ѻ,ѹѹѷ
Ѵ,ѳѵѶ
ѹ,ѵѻѻ
Ѵѳ,ѳѻѸ
ѵѴѺ,ѶѸѺ

Total assets

ѷѸѺ,Ѽѳѵ

ѷѷѸ,ѸѵѴ

Liabilities
Insurance contract liabilities [Note 8]
Investment contract liabilities [Note 8]
Obligations to securitization entities
Debentures and other debt instruments [Note 9]
Derivative financial instruments
Other liabilities
Deferred tax liabilities
Insurance and investment contracts on account of segregated fund policyholders [Note 7]

ѴѹѸ,ѹѷѻ
Ѵ,ѺѺѺ
Ѻ,ѹѳѷ
Ѽ,ѸѶѼ
Ѵ,ѸѶѶ
ѴѴ,Ѹѷѹ
Ѵ,ѹѳѵ
ѵѵѴ,ѳѶѴ

ѴѸѼ,Ѹѵѷ
Ѵ,ѻѷѴ
Ѻ,ѸѼѹ
Ѽ,ѶѸѴ
Ѵ,Ѷѹѷ
Ѽ,ѼѳѶ
Ѵ,ѺѹѼ
ѵѴѺ,ѶѸѺ

Total liabilities

ѷѵѳ,ѵѻѳ

ѷѳѻ,ѺѳѸ

Equity
Stated capital [Note 10]
Non-participating shares
Participating shares
Retained earnings
Reserves

Ѽѹѷ
Ѻѵѻ
ѴѴ,ѸѵѴ
Ѵ,ѻѼѹ

ѼѹѸ
ѺѴѺ
ѴѴ,ѷѵѺ
Ѵ,Ѹѳѹ

Total shareholders’ equity
Non-controlling interests

ѴѸ,ѴѳѼ
ѵѵ,ѸѴѶ

Ѵѷ,ѹѴѸ
ѵѵ,ѵѳѴ

Total equity
Total liabilities and equity
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Condensed Consolidated Statements of Earnings
Three months ended March ѶѴ,
(unaudited)
[in millions of Canadian dollars, except per share amounts]

ѵѳѴѻ

ѵѳѴѺ
[Note Ѷ]

Revenues
Premium income
Gross premiums written
Ceded premiums

Ѽ,ѵѻѻ
(Ѵ,ѴѴѼ)

Ѵѳ,ѷѺѶ
(Ѵ,ѴѴѼ)

Premium income, net

ѻ,ѴѹѼ

Ѽ,ѶѸѷ

Net investment income
Regular net investment income
Change in fair value through profit or loss

Ѵ,ѻѵѹ
(Ѵ,ѷѻѸ)

Ѵ,ѷѼѵ
ѺѶѷ

ѶѷѴ

ѵ,ѵѵѹ

ѵ,ѴѹѼ
ѴѺѺ

ѵ,ѳѷѼ
Ѵѻѳ

Ѵѳ,ѻѸѹ

ѴѶ,ѻѳѼ

Expenses
Policyholder benefits
Insurance and investment contracts
Gross
Ceded

Ѻ,ѼѼѹ
(ѹѵѸ)

ѻ,ѸѼѸ
(ѹѴѳ)

Total net policyholder benefits
Policyholder dividends and experience refunds
Change in insurance and investment contract liabilities

Ѻ,ѶѺѴ
ѷѸѻ
(Ѵ,ѳѷѼ)

Ѻ,ѼѻѸ
ѸѸѻ
Ѵ,ѶѴѼ

Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges

ѹ,Ѻѻѳ
ѻѹѷ
Ѵ,Ѽѷѳ
ѴѵѼ

Ѽ,ѻѹѵ
Ѵ,ѳѺѺ
Ѵ,Ѽѳѹ
Ѵѵѹ

Total expenses

Ѽ,ѺѴѶ

Ѵѵ,ѼѺѴ

Earnings before investments in jointly controlled corporations and associates, and income taxes
Share of earnings of investments in jointly controlled corporations and associates [Note 6]

Ѵ,ѴѷѶ
ѸѺ

ѻѶѻ
ѸѶ

Earnings before income taxes
Income taxes [Note 15]

Ѵ,ѵѳѳ
ѴѶѵ

ѻѼѴ
ѴѶѺ

Net earnings

Ѵ,ѳѹѻ

ѺѸѷ

ѸѶѳ
ѴѶ
ѸѵѸ

ѷѻѶ
ѴѶ
ѵѸѻ

Ѵ,ѳѹѻ

ѺѸѷ

Ѵ.ѴѶ
Ѵ.ѴѶ

ѳ.Ѹѹ
ѳ.ѸѸ

Net investment income
Fee income
Other revenues
Total revenues

Attributable to
Non-controlling interests
Non-participating shareholders
Participating shareholders

Earnings per participating share [Note 17]
Net earnings attributable to participating shareholders
– Basic
– Diluted
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Three months ended March ѶѴ,

(unaudited)
[in millions of Canadian dollars]

Net earnings
Other comprehensive income (loss)
Items that may be reclassified subsequently to net earnings
Net unrealized gains (losses) on available-for-sale assets
Unrealized gains (losses)
Income tax (expense) benefit
Realized (gains) losses transferred to net earnings
Income tax expense (benefit)
Net unrealized gains (losses) on cash flow hedges
Unrealized gains (losses)
Income tax (expense) benefit
Realized (gains) losses transferred to net earnings
Income tax expense (benefit)
Net unrealized foreign exchange gains (losses) on translation of foreign operations
Unrealized gains (losses) on translation
Unrealized gains (losses) on euro debt designated as hedge of
net investments in foreign operations
Income tax (expense) benefit

Share of other comprehensive income of investments in jointly controlled corporations and associates
Income tax (expense) benefit

Total – items that may be reclassified
Items that will not be reclassified subsequently to net earnings
Actuarial gains (losses) on defined benefit plans [Note 14]
Income tax (expense) benefit
Share of other comprehensive income (losses) of investments
in jointly controlled corporations and associates
Total – items that will not be reclassified
Other comprehensive income
Comprehensive income

Attributable to
Non-controlling interests
Non-participating shareholders
Participating shareholders
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ѵѳѴѻ

ѵѳѴѺ

Ѵ,ѳѹѻ

ѺѸѷ

(Ѷѵ)
ѴѸ
(ѵѵѶ)
ѵ

ѻѸ
(ѵѵ)
(Ѷѷ)
Ѷ

(ѵѶѻ)

Ѷѵ

ѵѵ
(ѷ)
Ѵѵ
(Ѷ)

ѶѼ
(ѴѴ)
–
–

ѵѺ

ѵѻ

ѻѴѹ

(ѵѹ)

(ѻѳ)
ѴѴ

–
–

ѺѷѺ

(ѵѹ)

ѵѻѹ
(Ѻ)

ѵѵѼ
–

ѵѺѼ

ѵѵѼ

ѻѴѸ

ѵѹѶ

ѷѺ
(ѻ)

(Ѷѹ)
(ѹ)

–

(Ѵ)

ѶѼ

(ѷѶ)

ѻѸѷ

ѵѵѳ

Ѵ,Ѽѵѵ

ѼѺѷ

ѼѻѸ
ѴѶ
Ѽѵѷ

ѸѸѸ
ѴѶ
ѷѳѹ

Ѵ,Ѽѵѵ

ѼѺѷ
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POWER CORPORATION OF CANADA

Condensed Consolidated Statements of Changes in Equity
Stated capital
Three months ended
March 31, 2018
(unaudited)
[in millions of Canadian dollars]

Balance, beginning of year
As previously reported
Change in accounting policy
[Note 3]
Restated balance,
beginning of year

Reserves
Other
comprehensive
Share-based
income
compensation
[Note Ѵѹ]

Nonparticipating
shares

Participating
shares

Retained
earnings

Total

Noncontrolling
interests

Total
equity

ѼѹѸ

ѺѴѺ

ѴѴ,ѷѵѺ

ѴѻѸ

Ѵ,ѶѵѴ

Ѵ,Ѹѳѹ

ѵѵ,ѵѳѴ

Ѷѹ,ѻѴѹ

–

–

(ѵѶѹ)

–

–

–

(ѶѵѴ)

(ѸѸѺ)

ѼѹѸ

ѺѴѺ

ѴѴ,ѴѼѴ

ѴѻѸ

Ѵ,ѶѵѴ

Ѵ,Ѹѳѹ

ѵѴ,ѻѻѳ

Ѷѹ,ѵѸѼ

Net earnings
Other comprehensive income

–
–

–
–

ѸѶѻ
–

–
–

–
ѶѼѼ

–
ѶѼѼ

ѸѶѳ
ѷѸѸ

Ѵ,ѳѹѻ
ѻѸѷ

Comprehensive income

–

–

ѸѶѻ

–

ѶѼѼ

ѶѼѼ

ѼѻѸ

Ѵ,Ѽѵѵ

–
–

–
–

(ѴѶ)
(ѴѹѺ)

–
–

–
–

–
–

–
–

(ѴѶ)
(ѴѹѺ)

–

–

–

–

–

–

(ѶѶѴ)

(ѶѶѴ)

–
–

–
ѴѴ

–
–

Ѵѳ
(ѴѼ)

–
–

Ѵѳ
(ѴѼ)

Ѽ
Ѵѻ

ѴѼ
Ѵѳ

(Ѵ)

–

–

–

–

–

–

(Ѵ)

Dividends to shareholders
Non-participating
Participating
Dividends to non-controlling
interests
Share-based compensation
[Note 11]
Stock options exercised
Repurchase of shares of the
Corporation for cancellation
Effects of changes in capital
and ownership of
subsidiaries, and other
Balance, end of period

–

–

(ѵѻ)

–

–

–

(ѷѻ)

(Ѻѹ)

Ѽѹѷ

Ѻѵѻ

ѴѴ,ѸѵѴ

ѴѺѹ

Ѵ,Ѻѵѳ

Ѵ,ѻѼѹ

ѵѵ,ѸѴѶ

ѶѺ,ѹѵѵ

Total

Noncontrolling
interests

Total
equity

Stated capital
Three months ended
March 31, 2017
(unaudited)
[in millions of Canadian dollars]

Balance, beginning of year

Reserves

Nonparticipating
shares

Participating
shares

Retained
earnings

Other
comprehensive
Share-based
income
compensation
[Note Ѵѹ]

Ѽѹѹ

ѹѻѹ

Ѵѳ,ѻѳѸ

ѴѻѶ

Ѵ,ѵѵѷ

Ѵ,ѷѳѺ

ѵѴ,ѴѼѺ

ѶѸ,ѳѹѴ

Net earnings
Other comprehensive income

–
–

–
–

ѵѺѴ
–

–
–

–
Ѵѷѻ

–
Ѵѷѻ

ѷѻѶ
Ѻѵ

ѺѸѷ
ѵѵѳ

Comprehensive income

–

–

ѵѺѴ

–

Ѵѷѻ

Ѵѷѻ

ѸѸѸ

ѼѺѷ

–
–

–
–

(ѴѶ)
(ѴѸѸ)

–
–

–
–

–
–

–
–

(ѴѶ)
(ѴѸѸ)

–

–

–

–

–

–

(ѶѴѸ)

(ѶѴѸ)

–
–

–
ѴѸ

–
–

Ѵѵ
(ѵѹ)

–
–

Ѵѵ
(ѵѹ)

ѴѶ
ѵѷ

ѵѸ
ѴѶ

Dividends to shareholders
Non-participating
Participating
Dividends to non-controlling
interests
Share-based compensation
[Note 11]
Stock options exercised
Effects of changes in capital
and ownership of
subsidiaries, and other
Balance, end of period
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–

–

ѴѺ

–

ѹ

ѹ

ѺѺ

Ѵѳѳ

Ѽѹѹ

ѺѳѴ

Ѵѳ,ѼѵѸ

ѴѹѼ

Ѵ,ѶѺѻ

Ѵ,ѸѷѺ

ѵѴ,ѸѸѴ

ѶѸ,ѹѼѳ
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Three months ended March ѶѴ,

(unaudited)
[in millions of Canadian dollars]

Operating activities
Earnings before income taxes
Income tax paid, net of refunds
Adjusting items
Change in insurance and investment contract liabilities
Change in funds held by ceding insurers
Change in reinsurance assets
Change in fair value through profit or loss
Other

ѵѳѴѻ

ѵѳѴѺ

Ѵ,ѵѳѳ
(ѴѸѻ)

ѻѼѴ
(ѴѶѸ)

(ѻѳѸ)
ѵѶѴ
ѵѷ
Ѵ,ѷѻѸ
(ѻѴѴ)

Ѵ,ѹѸѵ
ѵѵѸ
ѷѹ
(ѺѶѷ)
(ѷѼѻ)

Ѵ,Ѵѹѹ

Ѵ,ѷѷѺ

Financing activities
Dividends paid
By subsidiaries to non-controlling interests
Non-participating shares
Participating shares

(ѶѵѺ)
(ѴѶ)
(ѴѹѺ)

(ѶѴѳ)
(ѴѶ)
(ѴѸѸ)

Issue of subordinate voting shares by the Corporation [Note 10]
Repurchase of non-participating preferred shares by the Corporation [Note 10]
Issue of common shares by subsidiaries
Repurchase of common shares by subsidiaries
Issue of debentures [Note 9]
Redemption of debentures [Note 9]
Change in other debt instruments
Change in obligations to securitization entities and other

(ѸѳѺ)
Ѵѳ
(Ѵ)
ѴѺ
(ѴѸ)
ѷѼѻ
(ѶѸѳ)
(ѻѷ)
ѹѹ

(ѷѺѻ)
ѴѶ
–
ѴѴѷ
–
ѻѸѳ
(ѵѻѷ)
Ѹѻ
(ѺѸ)

(Ѷѹѹ)

ѴѼѻ

ѹ,ѻѶѻ
ѹѹѼ
ѼѻѼ
Ѷ
(ѵѵѵ)
(Ѻ,ѴѺѺ)
(Ѵ,Ѵѷѹ)
(ѼѳѴ)
ѴѹѼ
(ѵѼ)
(Ѵѹѻ)

ѻ,ѳѳѵ
ѸѹѶ
Ѽѵѻ
(ѴѶ)
–
(ѻ,ѻѶѺ)
(ѻѹѴ)
(ѺѹѴ)
–
(ѷѳ)
(ѴѴѶ)

(ѼѺѸ)

(Ѵ,ѴѶѵ)

Investment activities
Bond sales and maturities
Mortgage loan repayments
Sale of shares
Change in loans to policyholders
Business acquisitions, net of cash and cash equivalents acquired [Note 4]
Investment in bonds
Investment in mortgage loans
Investment in shares
Proceeds from assets held for sale [Note 4]
Investments in jointly controlled corporations and associates [Note 6]
Investment in investment properties and other
Effect of changes in exchange rates on cash and cash equivalents

ѴѶѶ

(Ѽ)

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

(ѷѵ)
Ѹ,ѼѳѶ

Ѹѳѷ
Ѹ,Ѵѻѵ

Cash and cash equivalents, end of period

Ѹ,ѻѹѴ

Ѹ,ѹѻѹ

Net cash from operating activities includes
Interest and dividends received
Interest paid

Ѵ,ѷѶѼ
Ѵѵѻ

Ѵ,ѷѳѺ
ѴѳѸ

PART A

Condensed Consolidated Statements of Cash Flows

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA
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PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Notes to the Interim Condensed Consolidated Financial Statements (unaudited)
(ALL TABULAR AMOUNTS ARE IN MILLIONS OF CANADIAN DOLLARS, UNLESS OTHERWISE NOTED.)

Note Ѵ

Corporate Information

ѷѹ

Note Ѵѳ

Stated Capital

Ѹѹ

Note ѵ

Basis of Presentation

ѷѺ

Note ѴѴ

Share-Based Compensation

ѸѺ
Ѹѻ

Note Ѷ

Summary of Significant Accounting Policies

ѷѻ

Note Ѵѵ

Capital Management

Note ѷ

Business Acquisitions and Disposal

ѸѴ

Note ѴѶ

Risk Management

ѸѼ

Note Ѹ

Investments

Ѹѵ

Note Ѵѷ

Pension Plans and Other Post-Employment Benefits

ѹѸ

Note ѹ

Investments in Jointly Controlled Corporations
and Associates

Ѹѵ

Note Ѻ

Segregated Funds

ѸѶ

Note ѻ

Insurance and Investment Contract Liabilities

ѸѸ

Note Ѽ

Debentures and Other Debt Instruments

ѸѸ

Note ѴѸ

Income Taxes

ѹѹ

Note Ѵѹ

Other Comprehensive Income

ѹѹ

Note ѴѺ

Earnings per Share

ѹѺ

Note Ѵѻ

Fair Value Measurement

ѹѺ

Note ѴѼ

Segmented Information

ѺѴ

The following abbreviations are used in these Consolidated Financial Statements:
CALM

Canadian Asset Liability Method
The Canada Life Assurance Company

Mackenzie or
Mackenzie Investments

Mackenzie Financial Corporation

Canada Life
China AMC

China Asset Management Co., Ltd.

Pargesa

Pargesa Holding SA

Great-West Life

The Great-West Life Assurance
Company

Parjointco

Parjointco N.V.

Portag3

Portag3 Ventures Limited Partnership

IFRS

International Financial Reporting
Standards
IGM Financial Inc.

Power Corporation or
the Corporation

Power Corporation of Canada

IGM or IGM Financial
IntegraMed

IntegraMed America, Inc.

Power Energy

Power Energy Corporation

Investors Group

Investors Group Inc.

Irish Life

Irish Life Group Limited

Lifeco

Great-West Lifeco Inc.

London Life

London Life Insurance Company

Lumenpulse

Lumenpulse Group Inc.



Power Financial

Power Financial Corporation

Putnam

Putnam Investments, LLC

Square Victoria
Communications Group

Square Victoria
Communications Group Inc.

Vein Clinics

Vein Clinics of America, Inc.

Wealthsimple

Wealthsimple Financial Corp.



NOTE 1 Corporate Information
Power Corporation of Canada is a publicly listed company (TSX: POW) incorporated and domiciled in Canada and located
at 751 Victoria Square, Montréal, Québec, Canada, H2Y 2J3.
Power Corporation is a diversified international management and holding company with interests in companies in the
financial services, asset management, sustainable and renewable energy, communications and other business sectors.
The unaudited Interim Condensed Consolidated Financial Statements (financial statements) of Power Corporation as at
and for the three months ended March 31, 2018 were approved by its Board of Directors on May 11, 2018.
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BASIS OF PRESENTATION

The financial statements include the accounts of Power Corporation and its subsidiaries on a consolidated basis after
elimination of intercompany transactions and balances. Subsidiaries are entities the Corporation controls; (i) when the
Corporation has power over the entity; (ii) it is exposed or has rights to variable returns from its involvement; and (iii) has
the ability to affect those returns through its use of power over the entity. Subsidiaries of the Corporation are consolidated
from the date of acquisition, being the date on which the Corporation obtains control, and continue to be consolidated
until the date such control ceases. The Corporation reassesses whether or not it controls an entity if facts and
circumstances indicate there are changes to one or more of the elements of control.

PART A

NOTE 2 Basis of Presentation

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

The operating subsidiaries of the Corporation and controlled portfolio investments are:

 Power Financial Corporation, a public company in which the Corporation holds a controlling interest of 65.5% (65.5% at
December 31, 2017). Power Financial holds a controlling interest in the following:
 Lifeco, a public company in which Power Financial and IGM Financial hold 67.7% and 4.0% of the common shares,
respectively (67.7% and 4.0%, respectively, at December 31, 2017). Lifeco’s major operating subsidiary companies are
Great-West Life, Great-West Financial, London Life, Canada Life, Irish Life and Putnam.
 IGM Financial, a public company in which Power Financial and Great-West Life hold 61.4% and 3.8% of the common
shares, respectively (61.5% and 3.8%, respectively, at December 31, 2017). IGM’s major operating subsidiary companies
are Investors Group and Mackenzie.
 Portag3, an investment fund dedicated to backing innovative financial service companies. Power Financial, Lifeco
and IGM hold a combined 100% equity interest in Portag3. Portag3 in turn holds a 23.6% equity interest in
Wealthsimple, a technology-driven investment manager. In addition, Power Financial and IGM also hold equity
interests in Wealthsimple of 14.7% and 43.3%, respectively.

 Other subsidiaries: Power Energy and Square Victoria Communications Group; and
 Controlled portfolio investment: IntegraMed, which is controlled by an investment fund controlled by the Corporation.
The financial statements of Power Corporation include the results of Power Financial, Lifeco and IGM Financial on a
consolidated basis; the amounts shown in the consolidated balance sheets, consolidated statements of earnings,
consolidated statements of comprehensive income, consolidated statements of changes in equity and consolidated
statements of cash flows are derived from the publicly disclosed consolidated financial statements of Power Financial,
Lifeco and IGM Financial, all as at and for the three months ended March 31, 2018. Certain notes to Power Corporation’s
financial statements are derived from the notes to the financial statements of Power Financial.
Jointly controlled corporations are entities in which unanimous consent is required for decisions relating to relevant
activities. Associates are entities in which the Corporation exercises significant influence over the entity’s operating and
financial policies, without having control or joint control. Investments in jointly controlled corporations and associates are
accounted for using the equity method. Under the equity method, the Corporation recognizes its share of net earnings
(losses), other comprehensive income (loss) and the changes in equity of the jointly controlled corporations and associates.
Power Financial holds a 50% (50% at December 31, 2017) interest in Parjointco, a jointly controlled corporation that is
considered to be a joint venture. Parjointco holds a 55.5% (55.5% at December 31, 2017) equity interest in Pargesa, a public
company. Accordingly, Power Financial accounts for its investment in Parjointco using the equity method.
Power Corporation and Mackenzie Investments, a subsidiary of IGM, each hold a 13.9% equity interest in China AMC. The
Corporation has significant influence and therefore accounts for its interest as an associate using the equity method.
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PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

NOTE 3 Summary of Significant Accounting Policies
The financial statements of Power Corporation as at March 31, 2018 have been prepared in accordance with International
Accounting Standard 34 – Interim Financial Reporting (IAS 34) using the same accounting policies, which are consistent
with IFRS, as set out in Note 2 to the consolidated financial statements of the Corporation for the year ended December 31,
2017 except as described below. These financial statements should be read in conjunction with the Corporation’s
consolidated financial statements and notes thereto for the year ended December 31, 2017.
CHANGE IN ACCOUNTING POLICY

IFRS 15 – Revenue from contracts with customers (IFRS 15)
Effective January 1, 2018 the Corporation adopted IFRS 15 which outlines a single comprehensive model for entities to use
in accounting for revenue arising from contracts with customers. The model requires an entity to recognize revenue as the
goods or services are transferred to the customer in an amount that reflects the expected consideration. The revenue
recognition requirements in IFRS 15 do not apply to the revenue arising from insurance contracts, leases and financial
instruments.
The Corporation’s fee income is within the scope of IFRS 15 and primarily includes fees earned from management of
segregated fund assets, management, administration and distribution of mutual fund assets, record keeping, fees earned
on administrative services only for Group health contracts, commissions and fees earned from management services.
Under IFRS 15, the Corporation recognizes revenue on the transfer of services to customers for the amount that reflects the
consideration expected to be received in exchange for those services promised.
IFRS 15 outlines the criteria for the eligibility of capitalizing contract costs as well as provides guidance for costs to fulfill a
contract. In the asset management business, when the customer is determined to be the investment fund, contract costs
related to the distribution of the investment fund must be assessed as a cost of fulfilling a contract.
The Corporation’s subsidiaries previously capitalized all commissions related to the distribution of investment funds and
amortized them over their estimated useful life, not exceeding a period of seven years.
To determine whether sales commissions associated with the distribution of investment funds should be capitalized, the
Corporation and its subsidiaries assess whether the customer is the investment fund or the individual investor. Where it is
determined that the investment fund is the customer, contract costs are expensed as incurred. Where it is determined
that the individual investor is the customer, contract costs are capitalized and amortized over their estimated useful lives,
not exceeding a period of seven years.
The Corporation and its subsidiaries have elected to apply the modified retrospective approach, as permitted by the
transition provisions within IFRS 15. As a result of changes to the treatment of contract costs, Lifeco and IGM have recorded
an adjustment for the derecognition of certain deferred acquisition costs included in other assets, deferred selling
commissions included in intangible assets and related income tax liabilities which resulted in a decrease of $236 million
in the opening retained earnings of the Corporation as at January 1, 2018.
The impact of the change in accounting policy on the consolidated balance sheet is as follows:
December ѶѴ, ѵѳѴѺ Impact of change in
accounting policy
(as previously reported)

Assets
Other assets
Intangible assets – Deferred selling commissions




ѻ,ѹѹѷ
ѺѹѺ


(ѸѼ)
(ѺѳѶ)

January Ѵ, ѵѳѴѻ
(restated)


ѻ,ѹѳѸ
ѹѷ

(Ѻѹѵ)
Liabilities and shareholders’ equity
Deferred tax liabilities
Retained earnings
Non-controlling interests

Ѵ,ѺѹѼ
ѴѴ,ѷѵѺ
ѵѵ,ѵѳѴ

(ѵѳѸ)
(ѵѶѹ)
(ѶѵѴ)

Ѵ,Ѹѹѷ
ѴѴ,ѴѼѴ
ѵѴ,ѻѻѳ

(Ѻѹѵ)
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The changes in the carrying value of the deferred selling commissions included in intangible assets on the consolidated
balance sheets are as follows:
March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

Ѵ,ѷѵѼ
(Ѵ,ѶѸѼ)

Ѵ,ѶѺѷ
–

Restated cost, beginning of year
Additions
Disposal/redemption
Other, including write-off of assets fully amortized

Ѻѳ
Ѵѹ
–
–

Ѵ,ѶѺѷ
ѵѺѵ
(ѸѶ)
(Ѵѹѷ)

Cost, end of period

ѻѹ

Ѵ,ѷѵѼ

(ѹѹѵ)
ѹѸѹ

(ѹѷѻ)
–

Restated accumulated amortization, beginning of year
Amortization
Disposal/redemption
Other, including write-off of assets fully amortized

(ѹ)
(Ѷ)
–
–

(ѹѷѻ)
(ѵѳѺ)
ѵѼ
Ѵѹѷ

Accumulated amortization, end of period

(Ѽ)

(ѹѹѵ)

ѺѺ

ѺѹѺ

Cost, beginning of year
As previously reported
Change in accounting policy

Accumulated amortization, beginning of year
As previously reported
Change in accounting policy

Carrying value, end of period

PART A

NOTE 3 Summary of Significant Accounting Policies (continued)

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

Comparative figures
In addition, Lifeco has reclassified comparative amounts in the consolidated statements of earnings for the change in
presentation of certain revenues and expenses on a gross or net basis. These changes were mostly related to a change in
the principal versus agent relationship as a result of the guidance prescribed under IFRS 15 in assessing whether the entity
controls the service transferred to the customer. As a result, certain balances within gross premiums written, fee income,
commissions, and operating and administrative expenses were reclassified. These reclassifications were not significant and
did not have an impact on the net earnings. The impact by line items on the consolidated statements of earnings is as
follows:
Amount previously
reported

For the three months ended March 31, 2017

Gross premiums written
Fee income
Commissions
Operating and administrative expenses



Ѵѳ,ѷѻѷ
ѵ,ѳѳѹ
Ѵ,ѳѴѺ
Ѵ,ѼѶѷ
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(ѴѴ)
ѷѶ
ѹѳ
(ѵѻ)

Revised amount
presented

Ѵѳ,ѷѺѶ
ѵ,ѳѷѼ
Ѵ,ѳѺѺ
Ѵ,Ѽѳѹ
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

NOTE 3 Summary of Significant Accounting Policies (continued)
As a result of the adoption of IFRS 15 the following accounting policy has been changed since December 31, 2017:
Intangible assets – Deferred selling commissions
Commissions are paid on investment product sales where IGM either receives a fee directly from the client or where it
receives a fee directly from the mutual fund.
Commissions paid on investment product sales where IGM receives a fee directly from the client are capitalized and
amortized over their estimated useful lives, not exceeding a period of seven years. IGM regularly reviews the carrying value
of deferred selling commissions with respect to any events or circumstances that indicate impairment. Among the tests
performed by IGM to assess recoverability is the comparison of the future economic benefits derived from the deferred
selling commission asset in relation to its carrying value.
All other commissions paid on investment product sales are expensed as incurred.
USE OF SIGNIFICANT JUDGMENTS, ESTIMATES AND ASSUMPTIONS

In the preparation of the financial statements, management of the Corporation and management of its subsidiaries are
required to make significant judgments, estimates and assumptions that affect the reported amounts of assets, liabilities,
net earnings, comprehensive income and related disclosures. Key sources of estimation uncertainty and areas where
significant judgments have been made by the management of the Corporation and the management of its subsidiaries
are further described in the relevant accounting policies as described in the Corporation’s financial statements and notes
thereto for the year ended December 31, 2017.
FUTURE ACCOUNTING CHANGES

There have been no significant changes to future accounting policies that could impact the Corporation from what was
disclosed in the December 31, 2017 consolidated annual audited financial statements.
Current implication of IFRS 9 – Financial Instruments (IFRS 9)
In July 2014, the IASB issued a final version of IFRS 9, Financial Instruments, which replaces IAS 39, Financial Instruments:
Recognition and Measurement, the current standard for accounting for financial instruments with an effective date of
January 1, 2018.
In September 2016, the IASB issued an amendment to IFRS 4, Insurance Contracts (IFRS 4). The amendment “Applying
IFRS 9, Financial Instruments with IFRS 4, Insurance Contracts” provides qualifying insurance companies with two options
to address the potential volatility associated with implementing the IFRS 9 standard before the new proposed insurance
contract standard is effective. The two options are as follows:

 Deferral Approach: provides the option to defer implementation of IFRS 9 until the year 2021 or the effective date of
the new insurance contract standard, whichever is earlier; or

 Overlay Approach: provides the option to recognize the volatility that could arise when IFRS 9 is applied within other
comprehensive income, rather than profit or loss.
The Corporation qualifies and has elected to apply the deferral approach which permits the adoption of both IFRS 9 and
IFRS 17 Insurance Contracts simultaneously on January 1, 2021.
Pargesa (held through Parjointco), a jointly controlled corporation does not qualify for the exemption and adopted IFRS 9
on January 1, 2018. The Corporation, in accordance with the amendment of IFRS 4 to defer the adoption of IFRS 9, is
permitted but not required to retain the accounting policies applied by an associate or a jointly controlled corporation
which is accounted for using the equity method. The Corporation has decided to continue applying IAS 39 to Pargesa’s
results.
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LIFECO

Retirement Advantage
On January 2, 2018, Lifeco, through its indirect wholly owned subsidiary The Canada Life Group (UK) Ltd., completed the
acquisition of 100% of the outstanding shares of MGM Advantage Holdings Ltd. which operates as Retirement Advantage,
a financial services provider based in the United Kingdom that offers retirement and equity-release services.

PART A

NOTE 4 Business Acquisitions and Disposal

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

As at March 31, 2018, the accounting for the acquisition is incomplete pending completion of a comprehensive valuation
of the net assets acquired. The following table summarizes the aggregate amounts preliminarily assigned to the assets
acquired and liabilities assumed:
Assets acquired
Investments
Bonds
Mortgage loans – equity-release mortgages [1]
Reinsurance assets
Cash and cash equivalents and other assets
Investments on account of segregated fund policyholders

Ѵ,Ѻѷѻ
ѺѼѼ
ѼѶѴ
ѵѹѴ
ѼѸѳ
ѷ,ѹѻѼ

Less: liabilities assumed
Insurance contract liabilities
Other liabilities
Insurance and investment contracts on account of segregated fund policyholders

ѵ,ѸѹѶ
Ѵ,ѳѵѶ
ѼѸѳ
ѷ,ѸѶѹ

Net assets acquired

ѴѸѶ

[Ѵ] Equity-release mortgages are loans provided to seniors who want to continue living in their homes while accessing some of the underlying equity value in
their homes. Loans are typically repaid when the borrower dies or moves into long-term care.

The financial statements at March 31, 2018 reflect Lifeco’s best estimate of the purchase price allocation, which includes
provisional amounts. The comprehensive evaluation of the assets acquired and liabilities assumed, and completion of the
purchase price allocation will be finalized during 2018. The initial amount assigned to goodwill of $240 million on the date
of acquisition will be adjusted during the year.
Revenue and net earnings of Retirement Advantage were not significant to the results of the Corporation.
EverWest Real Estate Partners
On February 2, 2018, Lifeco, through its wholly owned subsidiary GWL Realty Advisors U.S. Inc. completed the acquisition of
EverWest Real Estate Partners, a United States real estate advisor. The acquisition was not material.
Acquisition of PanAgora non-controlling interest
During the first quarter of 2018, Lifeco, through Putnam, acquired the non-controlling interest in PanAgora Asset
Management, Inc. previously held by Nippon Life Insurance Company. This transaction decreased the Corporation’s
retained earnings and non-controlling interests by $25 million and $50 million, respectively, with no impact on net
earnings.
Disposal of assets held for sale
During the first quarter of 2018, Lifeco executed the final sale agreement and disposed of its assets held for sale totalling
$169 million at December 31, 2017. The derecognition of these assets held for sale, included in other assets in the
December 31, 2017 balance sheet, did not have an impact on net earnings for the period ended March 31, 2018.
Subsequent event
On April 20, 2018, Lifeco, through its indirect wholly owned subsidiary Irish Life, entered into an agreement to acquire a
controlling interest in Invesco Ltd (Ireland), an independent financial consultancy firm in Ireland. The acquisition is not
expected to be material.
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POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

NOTE 5 Investments
CARRYING VALUES AND FAIR VALUES

Carrying values and estimated fair values of investments are as follows:
March ѶѴ, ѵѳѴѻ

Bonds
Designated as fair value through profit or loss
Classified as fair value through profit or loss
Available for sale
Loans and receivables
Mortgage loans
Loans and receivables
Designated as fair value through profit or loss [1]
Classified as fair value through profit or loss [2]

December ѶѴ, ѵѳѴѺ

Carrying
value

Fair
value

Carrying
value

Fair
value

Ѽѳ,ѹѻѵ
Ѵ,ѻѵѺ
Ѵѷ,ѵѶѼ
Ѵѻ,ѵѳѻ

Ѽѳ,ѹѻѵ
Ѵ,ѻѵѺ
Ѵѷ,ѵѶѼ
ѴѼ,Ѹѳѻ

ѻѺ,Ѽѻѻ
Ѵ,ѻѶѹ
Ѵѵ,ѻѳѺ
ѴѺ,ѼѸѼ

ѻѺ,Ѽѻѻ
Ѵ,ѻѶѹ
Ѵѵ,ѻѳѺ
ѴѼ,ѷѺѳ

Ѵѵѷ,ѼѸѹ

Ѵѵѹ,ѵѸѹ

Ѵѵѳ,ѸѼѳ

Ѵѵѵ,ѴѳѴ

Ѷѳ,ѻѷѸ
ѼѶѻ
ѴѸ

ѶѴ,ѸѴѶ
ѼѶѻ
ѴѸ

ѵѼ,Ѻѷѻ
–
Ѷѷѳ

Ѷѳ,ѹѻѳ
–
Ѷѷѳ

ѶѴ,ѺѼѻ

Ѷѵ,ѷѹѹ

Ѷѳ,ѳѻѻ

ѶѴ,ѳѵѳ

Shares
Designated as fair value through profit or loss
Available for sale

ѻ,ѵѷѷ
Ѵ,ѹѺѵ

ѻ,ѵѷѷ
Ѵ,ѹѺѵ

ѻ,ѴѼѷ
Ѵ,Ѽѷѻ

ѻ,ѴѼѷ
Ѵ,Ѽѷѻ

Investment properties
Loans to policyholders

Ѽ,ѼѴѹ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

Ѽ,ѼѴѹ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

Ѵѳ,Ѵѷѵ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

Ѵѳ,Ѵѷѵ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

Ѵѻѳ,ѵѼѸ

Ѵѻѵ,ѵѹѶ

ѴѺѶ,ѼѸѴ

ѴѺѹ,ѶѼѷ

[Ѵ] Equity-release mortgages acquired with the acquisition of Retirement Advantage [Note ѷ] are designated at fair value through profit or loss. There are no
market observable prices for equity-release mortgages; therefore an internal discounted cash flow model is used to value these assets. These mortgage loans
are included in Level Ѷ of the fair value hierarchy [Note Ѵѻ].
[ѵ] Mortgage loans previously classified as fair value through profit or loss and subsequently reclassified to loans and receivables are now initially classified with
respect to the intent of the loan on origination.

NOTE 6 Investments in Jointly Controlled Corporations and Associates
The carrying values of the investments in jointly controlled corporations and associates are as follows:
Jointly controlled corporations
March 31, 2018

Parjointco

Other

Associates
China AMC

Other

Total

Carrying value, beginning of year
Investments
Share of earnings (losses)
Share of other comprehensive income

Ѷ,ѶѸѷ
–
ѷѷ
ѴѼѺ

ѶѴѵ
ѴѺ
(ѵ)
Ѻ

Ѵ,ѵѼѳ
–
Ѵѹ
ѺѼ

ѴѼѻ
Ѵѵ
(Ѵ)
Ѷ

Ѹ,ѴѸѷ
ѵѼ
ѸѺ
ѵѻѹ

Carrying value, end of period

Ѷ,ѸѼѸ

ѶѶѷ

Ѵ,ѶѻѸ

ѵѴѵ

Ѹ,Ѹѵѹ

Jointly controlled corporations
March 31, 2017

Parjointco

Other

Associates
China AMC

Other

Total

Carrying value, beginning of year
Investments
Disposal [1]
Share of earnings (losses)
Share of other comprehensive income (losses)
Other

ѵ,ѻѴѴ
–
–
ѷѹ
ѵѵѻ
–

ѶѶѷ
ѷѳ
–
(Ѵѵ)
(Ѵ)
(Ѵѹ)

–
–
–
–
–
–

ѷѳѻ
–
(ѵѳѺ)
ѴѼ
Ѵ
–

Ѷ,ѸѸѶ
ѷѳ
(ѵѳѺ)
ѸѶ
ѵѵѻ
(Ѵѹ)

Carrying value, end of period

Ѷ,ѳѻѸ

ѶѷѸ

–

ѵѵѴ

Ѷ,ѹѸѴ

[Ѵ] In the first quarter of ѵѳѴѺ, Lifeco disposed of its investment in Allianz Ireland.
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The following presents details of the investments, determined in accordance with the relevant statutory reporting
requirements of each region of Lifeco’s operations, on account of segregated fund policyholders:
INVESTMENTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS

Cash and cash equivalents
Bonds
Mortgage loans
Shares and units in unit trusts
Mutual funds
Investment properties
Accrued income
Other liabilities
Non-controlling mutual fund interest

March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

ѴѶ,ѹѺѴ
ѷѶ,ѴѴѶ
ѵ,ѹѹѳ
Ѽѹ,ѷѵѺ
Ѹѷ,ѸѹѸ
ѴѴ,ѻѷѵ

ѴѶ,Ѷѳѳ
ѷѵ,ѵѺѳ
ѵ,ѹѴѳ
ѼѶ,ѷѹѸ
Ѹѷ,ѹѸѻ
ѴѴ,Ѹѵѳ

ѵѵѵ,ѵѺѻ
ѷѸѴ
(ѵ,ѹѸѼ)
ѼѹѴ

ѵѴѺ,ѻѵѶ
ѶѺѶ
(ѵ,ѷѷѴ)
Ѵ,ѹѳѵ

ѵѵѴ,ѳѶѴ

ѵѴѺ,ѶѸѺ
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INSURANCE AND INVESTMENT CONTRACTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

Balance, beginning of year
Additions (deductions):
Policyholder deposits
Net investment income
Net realized capital gains on investments
Net unrealized capital gains (losses) on investments
Unrealized gains (losses) due to changes in foreign exchange rates
Policyholder withdrawals
Business acquisition [1]
Segregated fund investment in General Fund
General Fund investment in segregated fund
Net transfer from General Fund
Non-controlling mutual fund interest

ѵѴѺ,ѶѸѺ

ѵѳѳ,ѷѳѶ

ѹ,ѷѴѳ
ѷѼѹ
Ѵ,ѸѳѴ
(ѷ,ѻѷѻ)
ѹ,Ѹѻѻ
(ѹ,ѺѼѴ)
ѼѸѳ
Ѷ
(Ѷ)
Ѽ
(ѹѷѴ)

ѹ,ѳѻѵ
ѵѴѸ
Ѵ,ѵѶѸ
Ѷ,ѷѹѴ
(Ѹѵ)
(Ѹ,Ѽѵѻ)
–
(ѶѸ)
(ѵ)
Ѻ
(Ѻѵѳ)

Ѷ,ѹѺѷ

ѷ,ѵѹѶ

Balance, end of period

ѵѵѴ,ѳѶѴ

ѵѳѷ,ѹѹѹ

[Ѵ] Insurance and investment contracts on account of segregated fund policyholders acquired through acquisition of Retirement Advantage [Note ѷ].
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NOTE 7 Segregated Funds (continued)
INVESTMENTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS (by fair value hierarchy level)
March ѶѴ, ѵѳѴѻ

Investments on account of segregated fund policyholders

[1]

Level Ѵ

Level ѵ

Level Ѷ

Total

ѴѶѼ,Ѷѻѷ

Ѻѳ,Ѻѳѳ

Ѵѵ,ѺѳѶ

ѵѵѵ,ѺѻѺ

Level Ѵ

Level ѵ

Level Ѷ

Total

ѴѶѹ,ѷѹѼ

Ѻѳ,ѳѶѷ

Ѵѵ,ѸѺѵ

ѵѴѼ,ѳѺѸ

[Ѵ] Excludes other liabilities, net of other assets, of $Ѵ,ѺѸѹ million.
December ѶѴ, ѵѳѴѺ

Investments on account of segregated fund policyholders

[1]

[Ѵ] Excludes other liabilities, net of other assets, of $Ѵ,ѺѴѻ million.

During the three months ended March 31, 2018, certain foreign equity holdings valued at $175 million were transferred
from Level 1 to Level 2 ($629 million were transferred from Level 1 to Level 2 at December 31, 2017), primarily based on
Lifeco utilizing inputs in addition to quoted prices in active markets for certain foreign stock holdings. Level 2 includes
assets where fair value is not available from normal market pricing sources and where Lifeco does not have visibility
through to the underlying assets. Inputs are utilized in addition to quoted prices in active markets.
The following presents additional information about Lifeco’s investments on account of segregated fund policyholders for
which Lifeco has utilized Level 3 inputs to determine fair value:
March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

Balance, beginning of year
Total gains included in segregated fund investment income
Purchases
Sales
Transfers into Level 3
Transfers out of Level 3

Ѵѵ,ѸѺѵ
ѶѴѳ
Ѻѹ
(ѵѸѴ)
ѷ
(ѻ)

Ѵѵ,ѳѷѸ
ѷѵѵ
Ѽѵѹ
(ѼѷѶ)
ѴѶѺ
(ѴѸ)

Balance, end of period

Ѵѵ,ѺѳѶ

Ѵѵ,ѸѺѵ

Transfers into Level 3 are due primarily to decreased observability of inputs in valuation methodologies. Transfers out of
Level 3 are due primarily to increased observability of inputs in valuation methodologies as evidenced by corroboration of
market prices with multiple pricing vendors.
Refer to the Lifeco section of the Corporation’s Management’s Discussion and Analysis (Part C) for the three-month period
ended March 31, 2018 and for the year ended December 31, 2017 for further details on Lifeco’s risk and guarantee exposure
and the management of these segregated fund risks.
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INSURANCE AND INVESTMENT CONTRACT LIABILITIES
March ѶѴ, ѵѳѴѻ

Insurance contract liabilities
Investment contract liabilities

Gross
liability

Reinsurance
assets

ѴѹѸ,ѹѷѻ
Ѵ,ѺѺѺ
ѴѹѺ,ѷѵѸ

December ѶѴ, ѵѳѴѺ

Net

Gross
liability

Reinsurance
assets

Net

ѹ,ѵѹѸ
–

ѴѸѼ,ѶѻѶ
Ѵ,ѺѺѺ

ѴѸѼ,Ѹѵѷ
Ѵ,ѻѷѴ

Ѹ,ѳѷѸ
–

ѴѸѷ,ѷѺѼ
Ѵ,ѻѷѴ

ѹ,ѵѹѸ

ѴѹѴ,Ѵѹѳ

ѴѹѴ,ѶѹѸ

Ѹ,ѳѷѸ

ѴѸѹ,Ѷѵѳ
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NOTE 9 Debentures and Other Debt Instruments
LIFECO

On February 28, 2018, Lifeco issued $500 million of 10-year 3.337% debentures at par, maturing on February 28, 2028.
Interest on the debentures is payable semi-annually in arrears on February 28 and August 28, commencing August 28,
2018 until the date on which the debentures are repaid. The debentures are redeemable at any time prior to
November 28, 2027 in whole or in part at the greater of the Canada Yield Price and par, and on or after November 28, 2027
in whole or in part at par, together in each case with accrued and unpaid interest.
On March 21, 2018, Lifeco redeemed its 6.14% $200 million debenture notes at their principal amount together with
accrued interest.
Subsequent event
Subsequent to the first quarter of 2018, Great-West Lifeco Finance (Delaware) LP II announced its intention to redeem all
$500 million principal amount of its 7.127% subordinated debentures due June 26, 2068 on June 26, 2018 at a
redemption price equal to 100% of the principal amount of the debentures, plus any accrued interest up to but excluding
the redemption date.

IGM

On March 7, 2018, IGM repaid on maturity, the $150 million 2003 Series 6.58% debentures.
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NOTE 10 Stated Capital
AUTHORIZED

The authorized capital of Power Corporation consists of an unlimited number of First Preferred Shares, issuable in series;
an unlimited number of Participating Preferred Shares; and an unlimited number of Subordinate Voting Shares.
ISSUED AND OUTSTANDING
March ѶѴ, ѵѳѴѻ
Number
of shares

Stated
capital

December ѶѴ, ѵѳѴѺ
Number
of shares

$

Non-Participating Shares
First Preferred Shares
Cumulative Redeemable
1986 Series
Non-cumulative Redeemable, fixed rate
Series A
Series B
Series C
Series D
Series G

$

ѵѻѳ,ѻѳѳ

Ѵѷ

Ѷѳѳ,ѻѳѳ

ѴѸ

ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ

ѴѸѳ
ѵѳѳ
ѴѸѳ
ѵѸѳ
ѵѳѳ

ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ

ѴѸѳ
ѵѳѳ
ѴѸѳ
ѵѸѳ
ѵѳѳ

Ѽѹѷ
Participating Shares
Participating Preferred Shares
Subordinate Voting Shares
Balance, beginning of year
Issued under Stock Option Plan
Balance, end of period
Total Participating Shares

Stated
capital

ѼѹѸ

ѷѻ,ѻѸѷ,ѺѺѵ

ѵѺ

ѷѻ,ѻѸѷ,ѺѺѵ

ѵѺ

ѷѴѸ,ѷѷѶ,ѸѺѼ
ѷѶѳ,ѴѵѸ

ѹѼѳ
ѴѴ

ѷѴѷ,ѷѹѴ,ѸѶѹ
Ѽѻѵ,ѳѷѶ

ѹѸѼ
ѶѴ

ѷѴѸ,ѻѺѶ,Ѻѳѷ

ѺѳѴ

ѷѴѸ,ѷѷѶ,ѸѺѼ

ѹѼѳ

Ѻѵѻ

ѺѴѺ

Non-Participating Shares
During the three months ended March 31, 2018, 20,000 cumulative redeemable First Preferred Shares, 1986 Series were
purchased for cancellation (400 shares for the three months ended March 31, 2017).
Participating Shares
During the three months ended March 31, 2018, 430,125 Subordinate Voting Shares were issued under the Corporation’s
Executive Stock Option Plan for a consideration of $10 million (483,038 Subordinate Voting Shares issued for the three
months ended March 31, 2017 for a consideration of $13 million).
During the three months ended March 31, 2018, dividends declared on the Corporation’s participating shares amounted to
$0.3585 per share ($0.3350 per share in 2017).
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STOCK OPTION PLAN

Under Power Corporation’s Executive Stock Option Plan, 24,558,300 Subordinate Voting Shares are reserved for issuance.
A summary of the status of Power Corporation’s Executive Stock Option Plan as at March 31, 2018 and 2017, and changes
during the periods ended on those dates is as follows:

Options

March ѶѴ, ѵѳѴѻ

March ѶѴ, ѵѳѴѺ

Weighted-average
exercise price

Options

Weighted-average
exercise price

$
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$

Outstanding at beginning of year
Granted
Exercised
Forfeited and expired

ѴѺ,ѹѶѳ,ѹѹѹ
Ѵ,ѶѸѳ,ѴѺѵ
(ѷѶѳ,ѴѵѸ)
(ѹѻѹ,Ѽѹѹ)

ѵѻ.Ѷѻ
ѵѻ.ѸѴ
ѵѶ.Ѵѷ
ѶѶ.Ѷѻ

Ѵѻ,Ѻѹѻ,ѹѷѳ
Ѵ,ѳѻѼ,ѹѻѵ
(ѷѻѶ,ѳѶѻ)
(ѴѹѴ,ѵѸѳ)

ѵѻ.ѺѸ
ѶѴ.ѷѻ
ѵѹ.ѺѼ
ѶѺ.ѳѺ

Outstanding at end of period

ѴѺ,ѻѹѶ,ѺѷѺ

ѵѻ.Ѷѵ

ѴѼ,ѵѴѷ,ѳѶѷ

ѵѻ.ѻѻ

Options exercisable at end of period

Ѵѵ,Ѻѳѷ,Ѽѵѵ

ѵѺ.Ѹѹ

Ѵѵ,ѺѺѸ,ѺѵѶ

ѵѻ.ѳѼ

The exercise price of the 17,863,747 outstanding options ranges from $18.52 to $33.82.
Compensation expense
During the three months ended March 31, 2018, Power Corporation granted 1,350,172 options (1,089,682 options in 2017)
under its Executive Stock Option Plan.
The fair value of these options was estimated using the Black-Scholes option-pricing model with the following weightedaverage assumptions:
March ѶѴ,
ѵѳѴѻ

Dividend yield
Expected volatility
Risk-free interest rate
Expected life (years)
Fair value per stock option ($/option)
Weighted-average exercise price ($/option)

ѷ.Ѹ%
Ѵѹ.Ѹ%
ѵ.Ѵ%
ѻ.Ѷ
ѵ.ѵѼ
ѵѻ.ѸѴ

March ѶѴ,
ѵѳѴѺ

ѷ.Ѵ%
ѴѼ.Ѷ%
Ѵ.ѷ%
ѻ.Ѷ
Ѷ.ѴѸ
ѶѴ.ѷѻ

Power Financial, Lifeco and IGM have also established stock option plans pursuant to which options may be granted to
certain officers and employees. In addition, other subsidiaries of the Corporation have established share-based
compensation plans. Compensation expense is recorded based on the fair value of the options or the fair value of the
equity investments at the grant date, amortized over the vesting period. For the three months ended March 31, 2018, total
compensation expense relating to the stock options granted by the Corporation and its subsidiaries amounted to
$19 million ($25 million in 2017) and is recorded in operating and administrative expenses in the statements of earnings.
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NOTE 12 Capital Management
As a holding company, Power Corporation’s objectives in managing its capital are to:

 provide attractive long-term returns to shareholders of the Corporation;
 provide sufficient financial flexibility to pursue its growth strategy to invest on a timely basis in its operating companies
and other investments as opportunities present;

 maintain a capital structure that matches the long-term nature of its investments by maximizing the use of permanent
capital; and

 maintain an appropriate credit rating to ensure stable access to the capital markets.
The Corporation manages its capital taking into consideration the risk characteristics and liquidity of its holdings. In order
to maintain or adjust its capital structure, the Corporation may adjust the amount of dividends paid to shareholders, return
capital to shareholders or issue capital.
The capital structure of the Corporation consists of debentures, non-participating shares, participating shareholders’ equity
and non-controlling interests. The Corporation views non-participating shares as a cost-effective source of permanent
capital. The Corporation is a long-term investor and as such holds positions in long-term investments as well as cash and
fixed income securities for liquidity purposes.
The Board of Directors of the Corporation is responsible for capital management. Management of the Corporation is
responsible for establishing capital management procedures and for implementing and monitoring its capital plans. The
Board of Directors of the Corporation reviews and approves capital transactions such as the issuance, redemption and
repurchase of participating shares, non-participating shares and debentures. The boards of directors of the Corporation’s
subsidiaries, as well as those of Pargesa and Groupe Bruxelles Lambert, govern and have the responsibility for their
respective company’s capital management.
The Corporation itself is not subject to externally imposed regulatory capital requirements. However, Lifeco and certain of
its main subsidiaries and IGM’s subsidiaries are subject to regulatory capital requirements and they manage their capital as
described below.

LIFECO

Lifeco manages its capital on both a consolidated basis as well as at the individual operating subsidiary level. The primary
objectives of Lifeco’s capital management strategy are to:

 maintain the capitalization of its regulated operating subsidiaries at a level that will exceed the relevant minimum
regulatory capital requirements in the jurisdictions in which they operate;

 maintain strong credit and financial strength ratings of Lifeco ensuring stable access to capital markets; and
 provide an efficient capital structure to maximize shareholder value in the context of Lifeco’s operational risks and
strategic plans.
Lifeco has established policies and procedures designed to identify, measure and report all material risks. Management of
Lifeco is responsible for establishing capital management procedures for implementing and monitoring the capital plan.
The target level of capitalization for Lifeco and its subsidiaries is assessed by considering various factors such as the
probability of falling below the minimum regulatory capital requirements in the relevant operating jurisdiction, the views
expressed by various credit rating agencies that provide financial strength and other ratings to Lifeco, and the desire to
hold sufficient capital to be able to honour all policyholder and other obligations of Lifeco with a high degree of
confidence.
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 In Canada, the Office of the Superintendent of Financial Institutions (OSFI) has established a regulatory capital
adequacy measurement for life insurance companies incorporated under the Insurance Companies Act (Canada) and
their subsidiaries. Effective January 1, 2018, OSFI replaced the prior Minimum Continuing Capital and Surplus
Requirements (MCCSR) with the Life Insurance Capital Adequacy Test (LICAT). The LICAT ratio compares the regulatory
capital resources of a company to its Base Solvency Buffer or required capital. The Base Solvency Buffer, defined by
OSFI, is the aggregate of all defined capital requirements multiplied by a scalar of 1.05. The total capital resources are
provided by the sum of available capital, surplus allowance and eligible deposits. OSFI has established a supervisory
target total ratio of 100%, and a supervisory minimum total ratio of 90%. Great-West Life’s consolidated LICAT ratio at
March 31, 2018 was 130%.
 Other foreign operations and foreign subsidiaries of Lifeco are required to comply with local capital or solvency
requirements in their respective jurisdictions.
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IGM FINANCIAL

IGM’s capital management objective is to maximize shareholder returns while ensuring that it is capitalized in a manner
which appropriately supports regulatory capital requirements, working capital needs and business expansion. IGM’s
capital management practices are focused on preserving the quality of its financial position by maintaining a solid capital
base and a strong balance sheet. IGM regularly assesses its capital management practices in response to changing
economic conditions.
IGM’s capital is primarily used in its ongoing business operations to support working capital requirements, long-term
investments made by IGM, business expansion and other strategic objectives.
The IGM subsidiaries that are subject to regulatory capital requirements include investment dealers, mutual fund dealers,
exempt market dealers, portfolio managers, investment fund managers and a trust company. These IGM subsidiaries are
required to maintain minimum levels of capital based on either working capital, liquidity or shareholders’ equity. IGM
subsidiaries have complied with all regulatory capital requirements.

NOTE 13 Risk Management
The Corporation and its subsidiaries have established policies, guidelines and procedures designed to identify, measure,
monitor and mitigate risks associated with financial instruments. The key risks related to financial instruments are liquidity
risk, credit risk and market risk.

 Liquidity risk is the risk that the Corporation and its subsidiaries would not be able to meet all cash outflow obligations
as they come due and also the inability to, in a timely manner, raise capital or monetize assets at normal market
conditions.

 Credit risk is the potential for financial loss to the Corporation and its subsidiaries if a counterparty in a transaction fails
to meet its payment obligations. Credit risk can be related to the default of a single debt issuer, variation of credit
spreads on tradable fixed income securities and also counterparty risk which relates to derivative products.

 Market risk is the risk that the market value or future cash flows of a financial instrument will fluctuate as a result of
changes in market factors. Market factors include three types of risks: foreign exchange risk, interest rate risk and equity
risk.
 Foreign exchange risk relates to the Corporation, its subsidiaries and its jointly controlled corporations and associates
operating in different currencies and converting non-Canadian investments and earnings at different points in time
at different foreign exchange levels when adverse changes in foreign currency exchange rates occur.
 Interest rate risk is the risk that the fair value of a financial instrument will fluctuate following changes in the interest
rates.
 Equity risk is the potential loss associated with the sensitivity of the market price of a financial instrument arising
from volatility in equity markets.
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NOTE 13 Risk Management (continued)
This note to the financial statements includes estimates of sensitivities and risk exposure measures for certain risks, such as
the sensitivity due to specific changes in interest rate levels projected and market prices as at the valuation date. Actual
results can differ significantly from these estimates for a variety of reasons, including:

 assessment of the circumstances that led to the scenario may lead to changes in (re)investment approaches and






interest rate scenarios considered;
changes in actuarial, investment return and future investment activity assumptions;
actual experience differing from the assumptions;
changes in business mix, effective tax rates and other market factors;
interactions among these factors and assumptions when more than one changes; and
the general limitations of internal models.

For these reasons, the sensitivities should only be viewed as directional estimates of the underlying sensitivities for the
respective factors based on the assumptions outlined above. Given the nature of these calculations, the Corporation
cannot provide assurance that the actual impact on net earnings will be as indicated.

POWER CORPORATION, POWER FINANCIAL AND OTHER SUBSIDIARIES

Liquidity risk, credit risk and market risk of Power Corporation, Power Financial and the Corporation’s other subsidiaries are
discussed in the first section of this note. In subsequent sections, risks related to Lifeco and IGM are discussed.
Liquidity risk
Power Corporation is a holding company. As such, corporate cash flows are principally made up of dividends received
from its subsidiaries, and income from investments, less operating expenses, financing charges, income taxes and
payment of dividends to its participating and non-participating shareholders. The dividends received from Power
Financial, which is also a holding company, represent a significant component of Power Corporation’s corporate cash
flows. The ability of Power Financial’s subsidiaries (Lifeco and IGM) and jointly controlled corporation (Parjointco), which are
also holding companies, to meet their obligations and pay dividends is dependent upon receipt of dividends from their
own subsidiaries.
Power Corporation and Power Financial regularly review their liquidity requirements and seek to maintain sufficient levels
of liquidities to meet their operating expenses, financing charges and payment of preferred share dividends for a
reasonable period of time, as defined in their policies. The ability of Power Corporation, Power Financial and other
subsidiaries to arrange additional financing in the future will depend in part upon prevailing market conditions as well as
the business performance of Power Corporation, Power Financial and their subsidiaries.
Liquidity is also available through the Corporation’s lines of credit with Canadian banks. The Corporation has a committed
line of credit of $250 million. The Corporation also maintains an uncommitted line of credit of $100 million, and any
advances are at the bank’s sole discretion. At March 31, 2018, both lines of credit were unutilized.
Power Corporation and Power Financial’s management of liquidity risk have not changed materially since December 31,
2017.
Credit risk
Fixed income securities and derivatives are subject to credit risk. Power Corporation and Power Financial mitigate credit
risk on their fixed income securities by adhering to an investment policy that establishes guidelines which provide
exposure limits by defining admissible securities, minimum rating and concentration limits.
Fixed income securities, which are included in investments and in cash and cash equivalents, consist primarily of bonds,
bankers’ acceptances and highly liquid temporary deposits with Canadian chartered banks and banks in jurisdictions
where Power Corporation and Power Financial operate, as well as bonds and short-term securities of, or guaranteed by,
the Canadian or U.S. governments. Power Corporation and Power Financial regularly review the credit ratings of their
counterparties. The maximum exposure to credit risk on these financial instruments is their carrying value.
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Derivatives can be also used mainly to mitigate foreign exchange exposures. Power Corporation and Power Financial
regularly review the credit ratings of derivative financial instrument counterparties. Derivative contracts are over-thecounter with counterparties that are highly rated financial institutions.
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Other subsidiaries’ financial instruments do not have significant exposure to credit risk.
Power Corporation and Power Financial’s exposure to and management of credit risk related to cash and cash equivalents,
fixed income securities and derivatives have not changed materially since December 31, 2017.
Market risk
Power Corporation and Power Financial’s financial instruments are comprised of cash and cash equivalents, fixed income
securities, other investments (consisting of equity securities, investment funds and hedge funds), derivatives and
debentures.
a)

Foreign exchange risk

In managing their own cash and cash equivalents as well as fixed income securities, Power Corporation, Power Financial
and other subsidiaries may hold cash balances denominated in foreign currencies and thus be exposed to fluctuations in
exchange rates. In order to protect against such fluctuations, Power Corporation and Power Financial may from time to
time enter into currency-hedging transactions with highly rated financial institutions. As at March 31, 2018, approximately
65% of Power Corporation, Power Financial and other subsidiaries’ cash and cash equivalents and fixed income securities
were denominated in Canadian dollars.
Most of Power Corporation’s other investments are classified as available for sale. As such, unrealized gains and losses on
these investments, resulting from foreign exchange rate variations, are recorded in other comprehensive income until
realized. As at March 31, 2018, the impact of a 5% strengthening of the Canadian dollar against foreign currencies would
result in an unrealized loss recorded in other comprehensive income of approximately $81 million. Power Corporation’s
and Power Financial’s debentures do not have exposure to foreign exchange risk. A controlled portfolio investment of the
Corporation has debt instruments in foreign currencies. Unrealized gains or losses on these debt instruments resulting
from foreign exchange variations are recorded in other comprehensive income.
Power Financial is exposed through Parjointco to foreign exchange risk as a result of Parjointco’s investment in Pargesa, a
company whose functional currency is the Swiss franc. Pargesa itself is exposed to foreign exchange risk through its
subsidiary whose functional currency is the euro. Foreign currency translation gains and losses from Pargesa are recorded
in other comprehensive income. Power Corporation is also exposed to foreign exchange risk on its investment in China
AMC. Foreign currency translation gains and losses on its investment in China AMC are recorded in other comprehensive
income.
b)

Interest rate risk

Power Corporation, Power Financial and other subsidiaries’ financial instruments do not have significant exposure to
interest rate risk.
c)

Equity risk

Other investments are reviewed periodically to determine whether there is objective evidence of an impairment in value.
For the three months ended March 31, 2018, the Corporation recorded investment impairment charges amounting to
$1 million ($15 million in 2017). As at March 31, 2018, the impact of a 5% decrease in the value of other investments would
have resulted in an approximate $67 million unrealized loss which would be recorded in other comprehensive income.
Pargesa indirectly holds substantial investments classified as available for sale; unrealized gains and losses on these
investments are recorded in other comprehensive income until realized. These investments are reviewed periodically to
determine whether there is objective evidence of an impairment in value.
Other subsidiaries’ financial instruments do not have significant exposure to equity risk.
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NOTE 13 Risk Management (continued)
LIFECO

The risk committee of the board of directors of Lifeco is responsible for the oversight of Lifeco’s key risks. Lifeco has
established policies and procedures designed to identify, measure and report all material risks. Lifeco’s approach to risk
management has not changed significantly since December 31, 2017. A summary of the risks is presented below. For a
more detailed discussion of Lifeco’s risk governance structure and risk management approach, refer to the Risk
Management note in the Corporation’s December 31, 2017 financial statements.
Liquidity risk
Lifeco has the following policies and procedures in place to manage liquidity risk:

 Lifeco closely manages operating liquidity through cash flow matching of assets and liabilities and forecasting earned
and required yields, to ensure consistency between policyholder requirements and the yield of assets.

 Management of Lifeco closely monitors the solvency and capital positions of its principal subsidiaries opposite liquidity
requirements at the holding company. Additional liquidity is available through established lines of credit or via capital
market transactions. Lifeco maintains committed lines of credit with Canadian chartered banks.
Credit risk
Concentrations of credit risk arise from exposures to a single debtor, a group of related debtors or groups of debtors that
have similar credit risk characteristics in that they operate in the same geographic region or in similar industries. No
significant changes have occurred from the year ended December 31, 2017.
Market risk
a) Foreign exchange risk
If the assets backing insurance and investment contract liabilities are not matched by currency, changes in foreign
exchange rates can expose Lifeco to the risk of foreign exchange losses not offset by liability decreases. Lifeco has net
investments in foreign operations. Lifeco’s debt obligations are denominated in Canadian dollars, euros and U.S. dollars. In
accordance with IFRS, foreign currency translation gains and losses from net investments in foreign operations, net of
related hedging activities and tax effects, are recorded in other comprehensive income. Strengthening or weakening of
the Canadian dollar spot rate compared to the U.S. dollar, British pound and euro spot rates impacts Lifeco’s total equity.
Correspondingly, Lifeco’s book value per share and capital ratios monitored by rating agencies are also impacted.

 A 10% weakening of the Canadian dollar against foreign currencies would be expected to increase non-participating
insurance and investment contract liabilities and their supporting assets by approximately the same amount, resulting
in an immaterial change to net earnings.
 A 10% strengthening of the Canadian dollar against foreign currencies would be expected to decrease nonparticipating insurance and investment contract liabilities and their supporting assets by approximately the same
amount, resulting in an immaterial change in net earnings.
b)

Interest rate risk

Projected cash flows from the current assets and liabilities are used in the CALM to determine insurance contract
liabilities. Valuation assumptions have been made regarding rates of returns on supporting assets, fixed income, equity
and inflation. The valuation assumptions use best estimates of future reinvestment rates and inflation assumptions with an
assumed correlation together with margins for adverse deviation set in accordance with professional standards. These
margins are necessary to provide for possibilities of misestimation and/or future deterioration in the best estimate
assumptions and provide reasonable assurance that insurance contract liabilities cover a range of possible outcomes.
Margins are reviewed periodically for continued appropriateness.
Testing under a number of interest rate scenarios (including increasing, decreasing and fluctuating rates) is done to assess
reinvestment risk. The total provision for interest rates is sufficient to cover a broader or more severe set of risks than the
minimum arising from the current Canadian Institute of Actuaries-prescribed scenarios.
The range of interest rates covered by these provisions is set in consideration of long-term historical results and is
monitored quarterly with a full review annually. An immediate 1% parallel shift in the yield curve would not have a material
impact on Lifeco’s view of the range of interest rates to be covered by the provisions. If sustained however, the parallel shift
could impact Lifeco’s range of scenarios covered.
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The total provision for interest rates also considers the impact of the Canadian Institute of Actuaries-prescribed scenarios:

 At March 31, 2018 and December 31, 2017, the effect of an immediate 1% parallel increase in the yield curve on the
prescribed scenarios results in interest rate changes to assets and liabilities that will offset each other with no impact to
net earnings.
 At March 31, 2018 and December 31, 2017, the effect of an immediate 1% parallel decrease in the yield curve on the
prescribed scenarios results in interest rate changes to assets and liabilities that will offset each other with no impact to
net earnings.
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Another way of measuring the interest rate risk associated with this assumption is to determine the effect on the
insurance and investment contract liabilities impacting the shareholders’ net earnings of a 1% change in Lifeco’s view of
the range of interest rates to be covered by these provisions. The following provides information on the effect of an
immediate 1% increase or 1% decrease in the interest rates at both the low and high end of the range of interest rates
recognized in the provisions:
March ѶѴ, ѵѳѴѻ
Ѵ% increase

Change in interest rates
Increase (decrease) in non-participating insurance
and investment contract liabilities
Increase (decrease) in net earnings

c)

Ѵ% decrease

(ѵѳѳ)
ѴѷѴ

ѹѺѼ
(ѷѼѸ)

December ѶѴ, ѵѳѴѺ
Ѵ% increase

(ѵѴѸ)
ѴѸѳ

Ѵ% decrease

Ѻѵѳ
(ѸѵѶ)

Equity risk

Lifeco has investment policy guidelines in place that provide for prudent investment in equity markets with clearly defined
limits to mitigate price risk.
The risks associated with segregated fund guarantees have been mitigated through a hedging program for lifetime
Guaranteed Minimum Withdrawal Benefit guarantees using equity futures, currency forwards, and interest rate derivatives.
For policies with segregated fund guarantees, Lifeco generally determines insurance contract liabilities at a conditional tail
expectation of 75 (CTE75) level. In other words, Lifeco determines insurance contract liabilities at a level that covers the
average loss in the worst 25% part of the loss distribution.
Some insurance and investment contract liabilities are supported by investment properties, common stocks and private
equities, for example, segregated fund products and products with long-tail cash flows. Generally these liabilities will
fluctuate in line with equity values. However, there may be additional market and liability impacts as a result of changes in
the equity values that will cause the liabilities to fluctuate differently than the equity values. The following provides
information on the expected impacts of a 10% increase or 10% decrease in equity values:
March ѶѴ, ѵѳѴѻ
Ѵѳ% increase

Change in equity values
Increase (decrease) in non-participating insurance
and investment contract liabilities
Increase (decrease) in net earnings

Ѵѳ% decrease

(Ѻѵ)
ѹѴ

ѴѺѳ
(ѴѶѵ)

December ѶѴ, ѵѳѴѺ
Ѵѳ% increase

Ѵѳ% decrease

(Ѹѻ)
ѷѻ

ѴѳѼ
(ѻѸ)

The best estimate return assumptions for equities are primarily based on long-term historical averages. Changes in the
current market could result in changes to these assumptions and will impact both asset and liability cash flows. The
following provides information on the expected impacts of a 1% increase or 1% decrease in the best estimate assumptions:
March ѶѴ, ѵѳѴѻ
Ѵ% increase

Change in best estimate return assumptions for equities
Increase (decrease) in non-participating insurance contract liabilities
Increase (decrease) in net earnings

(ѹѴѳ)
ѷѼѹ
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Ѵ% decrease

ѹѻѶ
(Ѹѷѹ)

December ѶѴ, ѵѳѴѺ
Ѵ% increase

(Ѹѷѵ)
ѷѶѼ

Ѵ% decrease

ѸѼѴ
(ѷѺѳ)

A 63

18-05-10 5:51 PM

PART A

POWER CORPORATION OF CANADA

POWER CORPORATION OF CANADA

NOTE 13 Risk Management (continued)
IGM FINANCIAL

The risk management policies and procedures of IGM are discussed further in the IGM section of the Corporation’s
Management’s Discussion and Analysis for the three months ended March 31, 2018, and have not changed significantly
since December 31, 2017. A summary of the risks is presented below:
Liquidity risk
IGM’s liquidity management practices include:








Maintaining liquid assets and lines of credit to satisfy near-term liquidity needs.
Ensuring effective controls over liquidity management processes.
Performing regular cash forecasts and stress testing.
Regular assessment of capital market conditions and IGM’s ability to access bank and capital market funding.
Ongoing efforts to diversify and expand long-term mortgage funding sources.
Oversight of liquidity by management and by committees of the board of directors of IGM.

A key liquidity requirement for IGM is the funding of commissions paid on the sale of investment funds. Commissions on
the sale of investment funds continue to be paid from operating cash flows.
IGM also maintains sufficient liquidity to fund and temporarily hold mortgages pending sale or securitization to long-term
funding sources and to manage any derivative collateral requirements related to the mortgage banking operation.
Through its mortgage banking operations, residential mortgages are sold to third parties including certain mutual funds,
institutional investors through private placements, Canadian bank-sponsored securitization trusts, and by issuance and
sale of National Housing Act Mortgage-Backed Securities (NHA MBS), including sales to Canada Housing Trust under the
Canada Mortgage Bond Program (CMB Program). IGM maintains committed capacity within certain Canadian banksponsored securitization trusts.
IGM’s liquidity position and its management of liquidity and funding risk have not changed materially since December 31,
2017.
Credit risk
IGM’s cash and cash equivalents, securities holdings, mortgage portfolios and derivatives are subject to credit risk. IGM
monitors its credit risk management practices on an ongoing basis to evaluate their effectiveness.
IGM manages credit risk related to cash and cash equivalents by adhering to an investment policy that outlines risk
parameters and concentration limits. IGM regularly reviews the credit ratings of its counterparties. The maximum exposure
to credit risk on these financial instruments is their carrying value.
IGM manages credit risk related to residential mortgages through:






adhering to its lending policy and underwriting standards;
its loan servicing capabilities;
use of client-insured mortgage default insurance and mortgage portfolio default insurance held by IGM; and
its practice of originating its mortgages exclusively through its own network of Mortgage Planning Specialists and
Investors Group Consultants as part of a client’s comprehensive financial plan.

IGM’s exposure to and management of credit risk related to cash and cash equivalents, fixed income securities, mortgage
portfolios and derivatives have not changed materially since December 31, 2017.
Market risk
a) Foreign exchange risk
IGM is exposed to foreign exchange risk on its investments in Personal Capital Corporation and China AMC.
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b)

Interest rate risk

IGM is exposed to interest rate risk on its loan portfolio and on certain of the derivative financial instruments used in IGM’s
mortgage banking operations.
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IGM’s exposure to and management of interest rate risk have not changed materially since December 31, 2017.
c)

Equity risk

IGM is exposed to equity risk on its equity securities which are classified as either available for sale or fair value through
profit or loss.
IGM sponsors a number of deferred compensation arrangements for employees where payments to participants are
deferred and linked to the performance of the common shares of IGM Financial Inc. IGM hedges its exposure to this risk
through the use of forward agreements and total return swaps.
Risks related to assets under management
Risks related to the performance of the equity markets, changes in interest rates and changes in foreign currencies relative
to the Canadian dollar can have a significant impact on the level and mix of assets under management. These changes in
assets under management directly impact earnings of IGM.

NOTE 14 Pension Plans and Other Post-Employment Benefits
The pension plan and other post-employment benefits expense included in net earnings and other comprehensive
income are as follows:
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

ѹѻ
Ѵѳ

ѹѴ
ѴѴ

Ѻѻ

Ѻѵ

ѵ
ѷ

ѵ
ѷ

ѹ

ѹ

Expense recognized in net earnings

ѻѷ

Ѻѻ

Remeasurements
Pension plans
Actuarial (gains) losses [1]
Return on assets less (greater) than discount rate
Change in the asset ceiling
Post-employment benefits
Actuarial (gains) losses [1]

(Ѽѵ)
ѷѼ
–

ѴѶѺ
(ѼѼ)
(Ѵѵ)

(ѷ)

Ѵѳ

Expense (recovery) recognized in other comprehensive income

(ѷѺ)

Ѷѹ

Total expense

ѶѺ

ѴѴѷ

Pension plans
Service costs
Net interest cost

Post-employment benefits
Service costs
Net interest cost

[Ѵ] Actuarial gains related to the pension plans and other post-employment benefits for the three months ended March ѶѴ, ѵѳѴѻ are due to an increase in
discount rates since December ѶѴ, ѵѳѴѺ.
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NOTE 15 Income Taxes
INCOME TAX EXPENSE

The components of income tax expense recognized in net earnings are:
Three months ended March ѶѴ,
ѵѳѴѻ

Current taxes
Deferred taxes

ѵѳѴѺ

ѴѶѷ
(ѵ)

ѴѶѶ
ѷ

ѴѶѵ

ѴѶѺ

EFFECTIVE INCOME TAX RATE

The overall effective income tax rate for the Corporation for the three months ended March 31, 2018 was 11.0%, compared
to 15.2% for the full year 2017 and 15.4% for the three months ended March 31, 2017.
The effective income tax rates are generally lower than the Corporation’s statutory income tax rate of 26.7% due to nontaxable investment income, lower tax in foreign jurisdictions and the results from the jointly controlled corporations and
associates which are not taxable.

NOTE 16 Other Comprehensive Income

Three months ended March 31, 2018

Items that may be reclassified
subsequently to net earnings

Items that will not be
reclassified to net earnings

Share of
jointly
controlled
Foreign corporations
currency
and
translation
associates

Actuarial
Share of
gains
(losses) on
jointly
defined
controlled
benefit corporations
pension
and
plans
associates

Investment
revaluation
and cash
flow hedges

Total

Balance, beginning of year
Other comprehensive income (loss)

ѷѻѶ
(Ѵѻѻ)

ѹѴѺ
ѶѺѹ

Ѻѷѵ
ѴѼѴ

(ѸѳѼ)
ѵѳ

(Ѵѵ)
–

Ѵ,ѶѵѴ
ѶѼѼ

Balance, end of period

ѵѼѸ

ѼѼѶ

ѼѶѶ

(ѷѻѼ)

(Ѵѵ)

Ѵ,Ѻѵѳ

Items that may be reclassified
subsequently to net earnings

Three months ended March 31, 2017

Investment
revaluation
and cash
flow hedges

Foreign
currency
translation

Items that will not be
reclassified to net earnings

Share of
jointly
controlled
corporations
and
associates

Actuarial
gains
(losses) on
defined
benefit
pension
plans

Share of
jointly
controlled
corporations
and
associates

Total

Balance, beginning of year
Other comprehensive income (loss)
Other

ѶѺѶ
Ѷѷ
–

Ѽѳѵ
(Ѵѷ)
–

ѷѶѶ
ѴѷѼ
–

(ѷѹѻ)
(ѵѳ)
–

(Ѵѹ)
(Ѵ)
ѹ

Ѵ,ѵѵѷ
Ѵѷѻ
ѹ

Balance, end of period

ѷѳѺ

ѻѻѻ

Ѹѻѵ

(ѷѻѻ)

(ѴѴ)

Ѵ,ѶѺѻ
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The following is a reconciliation of the numerators and the denominators used in the computations of earnings per share:
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

Earnings
Net earnings attributable to shareholders
Dividends on non-participating shares

ѸѶѻ
(ѴѶ)

ѵѺѴ
(ѴѶ)

Net earnings attributable to participating shareholders
Dilutive effect of subsidiaries’ outstanding stock options

ѸѵѸ
–

ѵѸѻ
–

Net earnings adjusted for dilutive effect

ѸѵѸ

ѵѸѻ

Number of participating shares [millions]
Weighted average number of participating shares outstanding – Basic
Potential exercise of outstanding stock options

ѷѹѷ.ѹ
Ѵ.ѷ

ѷѹѶ.Ѹ
Ѵ.ѻ

Weighted average number of participating shares outstanding – Diluted

ѷѹѹ.ѳ

ѷѹѸ.Ѷ

Ѵ.ѴѶ
Ѵ.ѴѶ

ѳ.Ѹѹ
ѳ.ѸѸ

Net earnings per participating share
Basic
Diluted
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For the three months ended March 31, 2018, 3.0 million stock options (4.7 million in 2017) have been excluded from the
computation of diluted earnings per share as they were anti-dilutive.

NOTE 18 Fair Value Measurement
The Corporation’s assets and liabilities recorded at fair value have been categorized based upon the following fair value
hierarchy:

 Level 1 inputs utilize observable, unadjusted quoted prices in active markets for identical assets or liabilities that the
Corporation has the ability to access. Assets and liabilities utilizing Level 1 inputs include actively exchange-traded
equity securities, exchange-traded futures, and mutual and segregated funds which have available prices in an active
market with no redemption restrictions. Level 1 assets also include open-end investment fund units and other liabilities
in instances where there are quoted prices available from active markets.
 Level 2 inputs utilize other-than-quoted prices included in Level 1 that are observable for the asset or liability, either
directly or indirectly. Level 2 inputs include quoted prices for similar assets and liabilities in active markets, and inputs
other-than-quoted prices that are observable for the asset or liability, such as interest rates and yield curves that are
observable at commonly quoted intervals. The fair values for some Level 2 securities were obtained from a pricing
service. The pricing service inputs include, but are not limited to, benchmark yields, reported trades, broker/dealer
quotes, issuer spreads, two-sided markets, benchmark securities, offers and reference data. Level 2 assets and liabilities
include those priced using a matrix which is based on credit quality and average life, government and agency
securities, restricted stock, some private bonds and equities, most investment-grade and high-yield corporate bonds,
most asset-backed securities, most over-the-counter derivatives and mortgage loans. Investment contracts that are
measured at fair value through profit or loss are mostly included in the Level 2 category.
 Level 3 inputs utilize one or more significant inputs that are not based on observable market inputs and include
situations where there is little, if any, market activity for the asset or liability. The values of the majority of Level 3
securities were obtained from single-broker quotes, internal pricing models, external appraisers or by discounting
projected cash flows. Assets and liabilities utilizing Level 3 inputs include certain bonds, certain asset-backed securities,
some private equities, some mortgage loans, investments in mutual and segregated funds where there are redemption
restrictions, certain over-the-counter derivatives, investment properties and equity-release mortgages.
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NOTE 18 Fair Value Measurement (continued)
The following table presents the Corporation’s assets and liabilities recorded at fair value, including their levels in the fair
value hierarchy using the valuation methods and assumptions described in the summary of significant accounting policies
of the Corporation’s December 31, 2017 financial statements and above. Fair values are management’s estimates and are
generally calculated using market information at a specific point in time and may not reflect future fair values. The
calculations are subjective in nature, and involve uncertainties and matters of significant judgment.
March 31, 2018

Assets recorded at fair value
Bonds
Fair value through profit or loss
Available for sale
Mortgage loans
Fair value through profit or loss
Shares
Fair value through profit or loss
Available for sale
Investment properties
Funds held by ceding insurers
Derivative instruments
Other assets



Liabilities recorded at fair value
Investment contract liabilities
Derivative instruments
Other liabilities

December 31, 2017

Assets recorded at fair value
Bonds
Fair value through profit or loss
Available for sale
Mortgage loans
Fair value through profit or loss
Shares
Fair value through profit or loss
Available for sale
Investment properties
Funds held by ceding insurers
Derivative instruments
Other assets

Liabilities recorded at fair value
Investment contract liabilities
Derivative instruments
Other liabilities



Level Ѵ

Level ѵ

Level Ѷ

Total
fair value









–
–

Ѽѵ,ѷѷѵ
Ѵѷ,ѵѶѼ

ѹѺ
–

Ѽѵ,ѸѳѼ
Ѵѷ,ѵѶѼ

–

ѴѵѴ

ѻѶѵ

ѼѸѶ

Ѻ,ѼѹѴ
ѺѴѶ
–
ѻѸ
Ѻ
ѹѴѷ

–
ѴѴ
–
Ѻ,ѼѶѺ
ѶѹѶ
ѶѺѸ

ѵѻѶ
Ѻѵѹ
Ѹ,ѵѴѺ
–
ѴѶ
–

ѻ,ѵѷѷ
Ѵ,ѷѸѳ
Ѹ,ѵѴѺ
ѻ,ѳѵѵ
ѶѻѶ
ѼѻѼ

Ѽ,Ѷѻѳ

ѴѴѸ,ѷѻѻ

Ѻ,ѴѶѻ

ѴѶѵ,ѳѳѹ

–
Ѹ
Ѵѳ

Ѵ,ѺѸѷ
Ѵ,Ѹѵѳ
ѴѵѶ

ѵѶ
ѻ
ѼѶ

Ѵ,ѺѺѺ
Ѵ,ѸѶѶ
ѵѵѹ

ѴѸ

Ѷ,ѶѼѺ

Ѵѵѷ

Ѷ,ѸѶѹ

Level Ѵ

Level ѵ

Level Ѷ

Total
fair value









–
–

ѻѼ,ѺѸѼ
Ѵѵ,ѻѳѺ

ѹѸ
–

ѻѼ,ѻѵѷ
Ѵѵ,ѻѳѺ

–

Ѷѷѳ

–

Ѷѷѳ

Ѻ,ѼѷѼ
ѺѺѸ
–
ѴѶѵ
Ѵ
ѸѳѶ

Ѵ
Ѵѳ
–
Ѻ,ѻѳѹ
ѷѴѴ
ѶѻѼ

ѵѷѷ
ѻѶѵ
ѷ,ѻѸѴ
–
Ѵѵ
–

ѻ,ѴѼѷ
Ѵ,ѹѴѺ
ѷ,ѻѸѴ
Ѻ,ѼѶѻ
ѷѵѷ
ѻѼѵ

Ѽ,Ѷѹѳ

ѴѴѴ,ѸѵѶ

ѹ,ѳѳѷ

Ѵѵѹ,ѻѻѺ

–
ѵ
Ѽ

Ѵ,ѻѴѼ
Ѵ,ѶѸѷ
–

ѵѵ
ѻ
ѻѻ

Ѵ,ѻѷѴ
Ѵ,Ѷѹѷ
ѼѺ

ѴѴ

Ѷ,ѴѺѶ

ѴѴѻ

Ѷ,Ѷѳѵ

There were no significant transfers between Level 1 and Level 2 in these periods.
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The following table presents additional information about assets and liabilities measured at fair value on a recurring basis
for which the Corporation and its subsidiaries have utilized Level 3 inputs to determine fair value for the three months
ended March 31, 2018 and 2017.
Bonds

Mortgages

Fair value
through
profit or loss

Fair value
through
profit or loss

Fair value
through
profit or loss

Available
for sale

Investment
properties

Derivatives,
net

Other
assets
(liabilities)

Balance, beginning of year
Total gains (losses)
In net earnings
In other comprehensive
income [1]
Business acquisition
[Note 4]
Purchases
Sales
Settlements
Other

ѹѸ

–

ѵѷѷ

ѻѶѵ

ѷ,ѻѸѴ

ѷ

(ѻѻ)

(ѵѵ)

Ѹ,ѻѻѹ


(Ѵ)


(ѴѺ)

ѻ

Ѵѹѻ

Ѹѻ

(Ѷ)

(Ѵ)

–

ѵѴѵ

Ѷ

ѸѴ

Ѵ

(ѴѶѷ)

ѴѻѺ

–

–

–

Ѵѳѻ

–
–
–
–
–

ѺѼѼ
Ѵѳ
(ѴѴ)
–
–

–
Ѷѳ
–
–
–

–
Ѽѹ
(ѵѶѹ)
–
–

–
ѴѶѶ
(Ѵѵ)
–
–

–
–
–
ѷ
–

–
–
–
–
(ѷ)

–
–
–
–
(Ѵ)

ѺѼѼ
ѵѹѼ
(ѵѸѼ)
ѷ
(Ѹ)

Balance, end of period

ѹѺ

ѻѶѵ

ѵѻѶ

Ѻѵѹ

Ѹ,ѵѴѺ

Ѹ

(ѼѶ)

(ѵѶ)

Ѻ,ѳѴѷ

Derivatives,
net

Other
assets
(liabilities)

Three months ended
March 31, 2018

Three months ended
March 31, 2017
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POWER CORPORATION OF CANADA

Shares
Investment
contract
liabilities

Total

Bonds

Mortgages

Fair value
through
profit or loss

Fair value
through
profit or loss

Fair value
through
profit or loss

Shares
Available
for sale

Investment
properties

Ѵ

–

ѻѴ

Ѵ,ѵѺѻ

ѷ,Ѷѷѳ

(ѵѶ)

Ѵ

(ѵѳ)

Ѹ,ѹѸѻ


–


–

ѵ

(Ѷ)

Ѷѵ

(ѷ)

–

–

ѵѺ

–
–
–
–
Ȃ
–

–
–
–
(Ѷ)
–
–

ѶѼ
ѴѶѵ
(ѵѵ)
(Ѷ)
ѹѶ
Ѷ

Ѵ

(ѵѶ)

Ѹ,ѻѼѺ

Balance, beginning of year
Total gains (losses)
In net earnings
In other comprehensive
income [1]
Purchases
Sales
Other
Transfers into Level 3 [2]
Transfers out of Level 3 [3]

–
–
–

–
–
–

–
Ѹѷ
(ѻ)

ѵѶ
ѷѸ
(Ѵѷ)

Ѵѹ
ѶѶ
–

Ȃ
ѸѼ
(Ѵ)

Ȃ
–
Ȃ

Ȃ
ѷ
–

Ȃ
Ȃ
–

Ȃ
–
–

–
–
–
–
–
ѷ

Balance, end of period

ѸѼ

–

ѴѶѶ

Ѵ,ѶѵѼ

ѷ,ѷѵѴ

(ѵѶ)

Investment
contract
liabilities

Total

[Ѵ] Amount of other comprehensive income includes unrealized gains (losses) on foreign exchange.
[ѵ] Transfers into Level Ѷ are due primarily to decreased observability of inputs in valuation methodologies.
[Ѷ] Transfers out of Level Ѷ are due primarily to increased observability of inputs in valuation methodologies as evidenced by corroboration of market prices with
multiple pricing vendors or the lifting of redemption restrictions on investments in mutual funds and segregated funds.
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POWER CORPORATION OF CANADA

NOTE 18 Fair Value Measurement (continued)
The following table sets out information about significant unobservable inputs used at period-end in measuring assets and
liabilities categorized as Level 3 in the fair value hierarchy.

Type of asset

Valuation approach

Investment properties

Investment property valuations
are generally determined using
property valuation models
based on expected
capitalization rates and models
that discount expected future
net cash flows. The
determination of the fair value
of investment property requires
the use of estimates such as
future cash flows (such as future
leasing assumptions, rental
rates, capital and operating
expenditures) and discount,
reversionary and overall
capitalization rates applicable
to the asset based on current
market rates.

Significant
unobservable input

Input value

Discount rate

Range of 2.5% – 10.3%

Inter-relationship between key
unobservable inputs and fair
value measurement

A decrease in the discount
rate would result in an
increase in fair value.
An increase in the
discount rate would result
in a decrease in fair value.

Reversionary rate

Range of 4.0% – 7.5%

A decrease in the
reversionary rate would
result in an increase in
fair value.
An increase in the
reversionary rate would
result in a decrease in
fair value.

Vacancy rate

Weighted average of 2.1% A decrease in the
expected vacancy rate
would generally result in
an increase in fair value.
An increase in the
expected vacancy rate
would generally result in
a decrease in fair value.

Mortgage loans
(fair value through
profit or loss)

Shares

The valuation approach for
equity-release mortgages is to
use an internal valuation model
to determine the projected
asset cash flows, including the
stochastically calculated cost of
the no-negative-equity
guarantee for each individual
loan, to aggregate these across
all loans and to discount those
cash flows back to the valuation
date. The projection is done
monthly until expected
redemption of the loan either
voluntarily or on the
death/entering into long-term
care of the loanholders.

Discount rate

The determination of the fair
value of shares requires the use
of estimates such as future cash
flows, discount rates, projected
earnings multiples, or recent
transactions.

Discount rate
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4.25%

A decrease in the discount
rate would result in an
increase in fair value.
An increase in the
discount rate would result
in a decrease in fair value.

Various

A decrease in the discount
rate would result in an
increase in fair value.
An increase in the
discount rate would result
in a decrease in fair value.
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The Corporation’s reportable operating segments are Lifeco, IGM Financial and Pargesa. These reportable segments reflect
Power Corporation’s management structure and internal financial reporting. The Corporation evaluates the performance
based on the operating segment’s contribution to earnings. The following provides a brief description of the three
reportable operating segments:
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 Lifeco is a financial services holding company with interests in life insurance, health insurance, retirement and
investment management services, asset management and reinsurance businesses primarily in Canada, the United
States and Europe.
 IGM Financial is a financial services company operating in Canada primarily within the advice segment of the financial
services market. IGM earns revenues from a range of sources, but primarily from management fees, which are charged
to its mutual funds for investment advisory and management services. IGM also earns revenues from fees charged to its
mutual funds for administrative services.
 Pargesa is held through Parjointco. Pargesa is a holding company with diversified interests in Europe-based companies
active in various sectors: minerals-based specialty solutions for industry; testing, inspection and certification; cement,
aggregates and concrete; wines and spirits; design and distribution of sportswear; materials technology and recycling of
precious metals; oil, gas and chemical industries; a global luxury brand; disposable hygiene products; supplier of
equipment and project management for a wide range of processing industries primarily in the food and beverage
sectors; and operation of regional leisure parks.
The column entitled “Corporate” is comprised of corporate activities of Power Financial and the results of Wealthsimple
and Portag3. This column also includes consolidation elimination entries.
The column entitled “Other” is comprised of corporate and investment activities of Power Corporation. It includes the
results of Power Energy and Square Victoria Communications Group as well as the results of the Corporation’s controlled
portfolio investments, IntegraMed and Vein Clinics, up to the date of disposal. This column also includes Power
Corporation’s consolidation elimination entries.
The contribution to earnings of each segment includes the share of net earnings resulting from the investments that
Lifeco and IGM have in each other as well as certain consolidation adjustments.
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NOTE 19 Segmented Information (continued)
CONSOLIDATED NET EARNINGS
Power Financial
Three months ended March 31, 2018

Lifeco

IGM[Ѵ]

Pargesa

Corporate

Sub-total

Other

Total

Revenues
Premium income, net
Net investment income
Fee income
Other revenues

ѻ,ѴѺѷ
ѻѹ
Ѵ,ѷѶѶ
–

–
ѷѷ
ѺѸѺ
–

–
–
–
–

(Ѹ)
(ѵѸ)
(ѵѷ)
–

ѻ,ѴѹѼ
ѴѳѸ
ѵ,Ѵѹѹ
–

–
ѵѶѹ
Ѷ
ѴѺѺ

ѻ,ѴѹѼ
ѶѷѴ
ѵ,ѴѹѼ
ѴѺѺ

Total revenues

Ѽ,ѹѼѶ

ѻѳѴ

–

(Ѹѷ)

Ѵѳ,ѷѷѳ

ѷѴѹ

Ѵѳ,ѻѸѹ

Expenses
Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges

ѹ,Ѻѻѳ
ѸѼѷ
Ѵ,ѷѳѺ
ѺѴ

–
ѵѻѹ
ѵѸѶ
Ѷѳ

–
–
–
–

–
(Ѵѹ)
Ѷѵ
Ѹ

ѹ,Ѻѻѳ
ѻѹѷ
Ѵ,ѹѼѵ
Ѵѳѹ

–
–
ѵѷѻ
ѵѶ

ѹ,Ѻѻѳ
ѻѹѷ
Ѵ,Ѽѷѳ
ѴѵѼ

Total expenses

ѻ,ѻѸѵ

ѸѹѼ

–

ѵѴ

Ѽ,ѷѷѵ

ѵѺѴ

Ѽ,ѺѴѶ

ѻѷѴ

ѵѶѵ

–

(ѺѸ)

ѼѼѻ

ѴѷѸ

Ѵ,ѴѷѶ

Earnings before investments in jointly
controlled corporations and associates,
and income taxes
Share of earnings (losses) of investments
in jointly controlled corporations and
associates

–

ѻ

ѷѷ

–

Ѹѵ

Ѹ

ѸѺ

Earnings before income taxes
Income taxes

ѻѷѴ
ѺѺ

ѵѷѳ
Ѹѵ

ѷѷ
–

(ѺѸ)
Ѷ

Ѵ,ѳѸѳ
ѴѶѵ

ѴѸѳ
–

Ѵ,ѵѳѳ
ѴѶѵ

Net earnings

Ѻѹѷ

Ѵѻѻ

ѷѷ

(Ѻѻ)

ѼѴѻ

ѴѸѳ

Ѵ,ѳѹѻ

Attributable to
Non-controlling interests
Non-participating shareholders
Participating shareholders

ѷѷѳ
–
Ѷѵѷ

ѴѴѻ
–
Ѻѳ

ѴѸ
–
ѵѼ

(Ѷѻ)
–
(ѷѳ)

ѸѶѸ
–
ѶѻѶ

(Ѹ)
ѴѶ
Ѵѷѵ

ѸѶѳ
ѴѶ
ѸѵѸ

Ѻѹѷ

Ѵѻѻ

ѷѷ

(Ѻѻ)

ѼѴѻ

ѴѸѳ

Ѵ,ѳѹѻ

[Ѵ] Results reported by IGM include an adjustment for the adoption of IFRS Ѽ related to the classification of mortgage loans. As the Corporation has not yet
adopted IFRS Ѽ, this impact has been adjusted by the Corporation on consolidation and included in “Corporate”.
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CONSOLIDATED NET EARNINGS
Power Financial
Three months ended March 31, 2017 [Note 3]

Revenues
Premium income, net
Net investment income
Fee income
Other revenues
Total revenues
Expenses
Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges
Total expenses
Earnings before investments in jointly
controlled corporations and associates,
and income taxes
Share of earnings (losses) of investments
in jointly controlled corporations and
associates

Lifeco

IGM

Pargesa

Corporate

Sub-total

Other

Total

Ѽ,ѶѸѷ
ѵ,Ѵѻѹ
Ѵ,Ѷѷѻ
–

–
ѷѻ
Ѻѷѵ
–

–
–
–
–

–
(Ѷѹ)
(ѷѴ)
–

Ѽ,ѶѸѷ
ѵ,ѴѼѻ
ѵ,ѳѷѼ
–

–
ѵѻ
–
Ѵѻѳ

Ѽ,ѶѸѷ
ѵ,ѵѵѹ
ѵ,ѳѷѼ
Ѵѻѳ

Ѵѵ,ѻѻѻ

ѺѼѳ

–

(ѺѺ)

ѴѶ,ѹѳѴ

ѵѳѻ

ѴѶ,ѻѳѼ

Ѽ,ѻѹѵ
ѻѴѶ
Ѵ,ѷѴѳ
Ѻѹ

–
ѵѼѳ
ѵѷѺ
ѵѺ

–
–
–
–

–
(ѵѹ)
ѷ
ѷ

Ѽ,ѻѹѵ
Ѵ,ѳѺѺ
Ѵ,ѹѹѴ
ѴѳѺ

–
–
ѵѷѸ
ѴѼ

Ѽ,ѻѹѵ
Ѵ,ѳѺѺ
Ѵ,Ѽѳѹ
Ѵѵѹ

Ѵѵ,ѴѹѴ

Ѹѹѷ

–

(Ѵѻ)

Ѵѵ,ѺѳѺ

ѵѹѷ

Ѵѵ,ѼѺѴ

ѺѵѺ

ѵѵѹ

–

(ѸѼ)

ѻѼѷ

(Ѹѹ)

ѻѶѻ

Ѵѻ

–

ѷѹ

(ѴѸ)

ѷѼ

ѷ

ѸѶ

Earnings before income taxes
Income taxes

ѺѷѸ
Ѽѹ

ѵѵѹ
ѷѺ

ѷѹ
–

(Ѻѷ)
–

ѼѷѶ
ѴѷѶ

(Ѹѵ)
(ѹ)

ѻѼѴ
ѴѶѺ

Net earnings

ѹѷѼ

ѴѺѼ

ѷѹ

(Ѻѷ)

ѻѳѳ

(ѷѹ)

ѺѸѷ

Attributable to
Non-controlling interests
Non-participating shareholders
Participating shareholders

ѶѻѺ
–
ѵѹѵ

ѴѴѴ
–
ѹѻ

Ѵѹ
–
Ѷѳ

(Ѷѵ)
–
(ѷѵ)

ѷѻѵ
–
ѶѴѻ

Ѵ
ѴѶ
(ѹѳ)

ѷѻѶ
ѴѶ
ѵѸѻ

ѹѷѼ

ѴѺѼ

ѷѹ

(Ѻѷ)

ѻѳѳ

(ѷѹ)

ѺѸѷ
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NOTE 19 Segmented Information (continued)
TOTAL ASSETS
Power Financial
March 31, 2018

Invested assets (including cash
and cash equivalents)
Investments in jointly controlled
corporations and associates
Other assets
Goodwill and intangible assets
Investments on account of segregated
fund policyholders
Total assets [1]

Lifeco

IGM[ѵ]

Pargesa

Corporate

Sub-total

Other

Total

ѴѺѶ,ѻѺѴ

ѻ,ѼѴѻ

–

Ѵ,ѳѺѷ

ѴѻѶ,ѻѹѶ

ѵ,ѵѼѶ

Ѵѻѹ,ѴѸѹ

ѵ
ѵѺ,ѳѴѶ
Ѵѳ,Ѻѹѵ

ѹѼѸ
Ѵ,ѳѺѶ
ѷ,ѳѼѼ

Ѷ,ѸѼѸ
–
–

Ѵѵ
ѴѳѺ
Ѵѹѹ

ѷ,Ѷѳѷ
ѵѻ,ѴѼѶ
ѴѸ,ѳѵѺ

Ѵ,ѵѵѵ
ѼѶѵ
Ѵ,ѳѶѺ

Ѹ,Ѹѵѹ
ѵѼ,ѴѵѸ
Ѵѹ,ѳѹѷ

ѵѵѴ,ѳѶѴ

–

–

–

ѵѵѴ,ѳѶѴ

–

ѵѵѴ,ѳѶѴ

ѷѶѵ,ѹѺѼ

Ѵѷ,ѺѻѸ

Ѷ,ѸѼѸ

Ѵ,ѶѸѼ

ѷѸѵ,ѷѴѻ

Ѹ,ѷѻѷ

ѷѸѺ,Ѽѳѵ

Lifeco

IGM

Pargesa

Corporate

Sub-total

Other

Total

ѴѹѺ,ѷѻѳ

Ѽ,ѳѺѶ

–

Ѵ,ѴѴѶ

ѴѺѺ,ѹѹѹ

ѵ,Ѵѻѻ

ѴѺѼ,ѻѸѷ

ѵ
ѵѷ,ѹѶѸ
Ѵѳ,ѶѺѴ

ѹѷѻ
Ѵ,ѴѶѼ
ѷ,ѺѻѼ

Ѷ,ѶѸѷ
–
–

Ѵѵ
ѻѶ
Ѵѹѻ

ѷ,ѳѴѹ
ѵѸ,ѻѸѺ
ѴѸ,Ѷѵѻ

Ѵ,ѴѶѻ
Ѽѵѹ
Ѵ,ѳѷѸ

Ѹ,ѴѸѷ
ѵѹ,ѺѻѶ
Ѵѹ,ѶѺѶ

Power Financial
December 31, 2017

Invested assets (including cash
and cash equivalents)
Investments in jointly controlled
corporations and associates
Other assets
Goodwill and intangible assets
Investments on account of segregated
fund policyholders
Total assets [1]

ѵѴѺ,ѶѸѺ

–

–

–

ѵѴѺ,ѶѸѺ

–

ѵѴѺ,ѶѸѺ

ѷѴѼ,ѻѷѸ

ѴѸ,ѹѷѼ

Ѷ,ѶѸѷ

Ѵ,ѶѺѹ

ѷѷѳ,ѵѵѷ

Ѹ,ѵѼѺ

ѷѷѸ,ѸѵѴ

[Ѵ] Total assets of Lifeco and IGM operating segments include the allocation of goodwill and certain consolidation adjustments.
[ѵ] Assets reported by IGM include an adjustment for the adoption of IFRS Ѽ related to the classification of mortgage loans. As the Corporation has not yet
adopted IFRS Ѽ, this impact has been adjusted by the Corporation on consolidation and included in “Corporate”.
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PART B

POWER FINANCIAL CORPORATION

Management’s Discussion and Analysis

The attached documents concerning Power Financial Corporation are documents
prepared and publicly disclosed by such subsidiary. Certain statements in the attached
documents, other than statements of historical fact, are forward-looking statements
based on certain assumptions and reﬂect the current expectations of the subsidiary
as set forth therein. Forward-looking statements are provided for the purposes of
assisting the reader in understanding the subsidiary’s ﬁnancial performance, ﬁnancial
position and cash ﬂows as at and for the periods ended on certain dates and to
present information about the subsidiary’s management’s current expectations and
plans relating to the future and the reader is cautioned that such statements may not
be appropriate for other purposes.
By its nature, forward-looking information is subject to inherent risks and uncertainties
that may be general or speciﬁc and which give rise to the possibility that expectations,
forecasts, predictions, projections or conclusions will not prove to be accurate, that
assumptions may not be correct and that objectives, strategic goals and priorities
will not be achieved.
For further information provided by the subsidiary as to the material factors that
could cause actual results to differ materially from the content of forward-looking
statements, the material factors and assumptions that were applied in making the
forward-looking statements, and the subsidiary’s policy for updating the content
of forward-looking statements, please see the attached documents, including
the section entitled Forward-Looking Statements. The reader is cautioned to
consider these factors and assumptions carefully and not to put undue reliance on
forward-looking statements.
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Power Financial Corporation Management’s Discussion and Analysis
MAY 10, 2018

PART B

POWER FINANCIAL CORPORATION

ALL TABULAR AMOUNTS ARE IN MILLIONS OF CANADIAN DOLLARS, UNLESS OTHERWISE NOTED.

The following presents Management’s Discussion and Analysis (MD&A) of the unaudited interim condensed consolidated
financial condition and financial performance of Power Financial Corporation (Power Financial or the Corporation)
(TSX: PWF), a public corporation, for the three-month period ended March 31, 2018. This MD&A should be read in
conjunction with the unaudited interim condensed consolidated financial statements of Power Financial and notes
thereto for the three-month period ended March 31, 2018 (the Interim Consolidated Financial Statements), the MD&A for
the year ended December 31, 2017 (the 2017 Annual MD&A), and the audited consolidated financial statements and notes
thereto for the year ended December 31, 2017 (the 2017 Consolidated Financial Statements). Additional information
relating to Power Financial, including its Annual Information Form, may be found on the Corporation’s website at
www.powerfinancial.com and on SEDAR at www.sedar.com.
FORWARD-LOOKING STATEMENTS › Certain statements in this MD&A, other than statements of historical fact, are forward-looking statements
based on certain assumptions and reflect the Corporation’s current expectations, or with respect to disclosure regarding the Corporation’s public
subsidiaries, reflect such subsidiaries’ disclosed current expectations. Forward-looking statements are provided for the purposes of assisting the
reader in understanding the Corporation’s financial performance, financial position and cash flows as at and for the periods ended on certain dates
and to present information about management’s current expectations and plans relating to the future and the reader is cautioned that such
statements may not be appropriate for other purposes. These statements may include, without limitation, statements regarding the operations,
business, financial condition, expected financial results, performance, prospects, opportunities, priorities, targets, goals, ongoing objectives, strategies
and outlook of the Corporation and its subsidiaries, as well as the outlook for North American and international economies for the current fiscal year
and subsequent periods. Forward-looking statements include statements that are predictive in nature, depend upon or refer to future events or
conditions, or include words such as “expects”, “anticipates”, “plans”, “believes”, “estimates”, “seeks”, “intends”, “targets”, “projects”, “forecasts” or negative
versions thereof and other similar expressions, or future or conditional verbs such as “may”, “will”, “should”, “would” and “could”.
By its nature, this information is subject to inherent risks and uncertainties that may be general or specific and which give rise to the possibility that
expectations, forecasts, predictions, projections or conclusions will not prove to be accurate, that assumptions may not be correct and that
objectives, strategic goals and priorities will not be achieved. A variety of factors, many of which are beyond the Corporation’s and its subsidiaries’
control, affect the operations, performance and results of the Corporation and its subsidiaries and their businesses, and could cause actual results to
differ materially from current expectations of estimated or anticipated events or results. These factors include, but are not limited to: the impact or
unanticipated impact of general economic, political and market factors in North America and internationally, fluctuations in interest, inflation and
foreign exchange rates, monetary policies, business investment and the health of local and global equity and capital markets, management of
market liquidity and funding risks, risks related to investments in private companies and illiquid securities, risks associated with financial instruments,
changes in accounting policies and methods used to report financial condition (including uncertainties associated with significant judgments,
estimates and assumptions), the effect of applying future accounting changes, business competition, operational and reputational risks,
technological changes, cybersecurity risks, changes in government regulation and legislation, changes in tax laws, unexpected judicial or regulatory
proceedings, catastrophic events, the Corporation’s and its subsidiaries’ ability to complete strategic transactions, integrate acquisitions and
implement other growth strategies, and the Corporation’s and its subsidiaries’ success in anticipating and managing the foregoing factors.
The reader is cautioned to consider these and other factors, uncertainties and potential events carefully and not to put undue reliance on forwardlooking statements. Information contained in forward-looking statements is based upon certain material assumptions that were applied in drawing
a conclusion or making a forecast or projection, including management’s perceptions of historical trends, current conditions and expected future
developments, as well as other considerations that are believed to be appropriate in the circumstances, including that the list of factors in the
previous paragraph, collectively, are not expected to have a material impact on the Corporation and its subsidiaries. While the Corporation considers
these assumptions to be reasonable based on information currently available to management, they may prove to be incorrect.
Other than as specifically required by applicable Canadian law, the Corporation undertakes no obligation to update any forward-looking statement
to reflect events or circumstances after the date on which such statement is made, or to reflect the occurrence of unanticipated events, whether as a
result of new information, future events or results, or otherwise.
Additional information about the risks and uncertainties of the Corporation’s business and material factors or assumptions on which information
contained in forward-looking statements is based is provided in its disclosure materials, including this MD&A and its most recent Annual Information
Form, filed with the securities regulatory authorities in Canada and available at www.sedar.com.
The following abbreviations are used throughout this report:
adidas
BME
Burberry
Canada Life
China AMC
EBR
EPA
GBL
GEA
Great-West Financial or
Great-West Life & Annuity
Great-West Life
IFRS
IGM or IGM Financial
Investment Planning Counsel
Investors Group
Irish Life
LafargeHolcim
Lifeco

adidas AG
Madrid Stock Exchange
Burberry Group plc
The Canada Life Assurance Company
China Asset Management Co., Ltd
Euronext Brussels
Euronext Paris
Groupe Bruxelles Lambert
GEA Group
Great-West Life & Annuity Insurance Company
The Great-West Life Assurance Company
International Financial Reporting Standards
IGM Financial Inc.
Investment Planning Counsel Inc.
Investors Group Inc.
Irish Life Group Limited
LafargeHolcim Ltd
Great-West Lifeco Inc.
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LON
London Life
Mackenzie or
Mackenzie Investments
Ontex
PanAgora
Pargesa
Parjointco
Parques
Portag3
Power Corporation
Putnam
Retirement Advantage
SGS
SIX
Total
Umicore
Wealthsimple
XETR

London Stock Exchange
London Life Insurance Company
Mackenzie Financial Corporation
Ontex N.V.
PanAgora Asset Management, Inc.
Pargesa Holding SA
Parjointco N.V.
Parques Reunidos Servicios Centrales, S.A.
Portag3 Ventures Limited Partnership
Power Corporation of Canada
Putnam Investments, LLC
MGM Advantage Holdings Ltd.
SGS SA
Swiss Stock Exchange
Total SA
Umicore, NV/SA
Wealthsimple Financial Corp.
XETRA Stock Exchange
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Organization of the Interim MD&A
Page

Page

Overview
Financial Position

ѵѶ

Lifeco

ѹ

Cash Flows

ѵѹ

IGM Financial

ѹ

Capital Management

ѵѻ

Pargesa and GBL

Ѻ

Risk Management

Ѷѳ

Portag3 and Wealthsimple

Ѻ

Financial Instruments and Other Instruments

ѶѴ

ѻ

Off-Balance Sheet Arrangements

Ѷѵ

ѻ

Contingent Liabilities

Ѷѵ

Ѵѳ

Commitments and Contractual Obligations

Ѷѵ

Changes in Accounting Policies

ѴѴ

Income Taxes

Ѷѵ

Future Accounting Changes

Ѵѵ

Transactions with Related Parties

ѶѶ

Results of Power Financial

ѴѶ

Summary of Critical Accounting Estimates and Judgments

ѶѶ

Consolidated statements of earnings

ѴѶ

Internal Control over Financial Reporting

ѶѶ

Non-consolidated statements of earnings

Ѵѷ

Summary of Quarterly Results

Ѷѷ

Contribution to adjusted net earnings

ѴѸ

Basis of Presentation
IFRS Financial Measures and Presentation
Non-IFRS Financial Measures and Presentation
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Power Financial Corporation

Overview
POWER FINANCIAL CORPORATION

Power Financial, a subsidiary of Power Corporation, is a diversified international management and holding company that
holds interests substantially in the financial services sector in Canada, the U.S. and Europe. Founded in 1984 with the
ambition of creating an integrated financial services group, Power Financial has remained committed to the growth and
evolution of its primary holdings through its controlling interests in Lifeco and IGM. Power Financial also has an investment
in Pargesa, a holding company with significant holdings in global industrial and services companies based in Europe. As a
holding company, Power Financial’s objective is to create long-term shareholder value.
Since its formation, Power Financial has remained committed to driving growth and value primarily within the financial
services sector. The leadership of Power Financial has prudently focused on protecting and increasing long-term
shareholder value through its risk-aware strategy:



Holding significant investments in a limited number of companies with the potential for growth;



Supporting operating subsidiaries to develop leading positions within their industries;



Working with strong management teams toward sustainable earnings, profitable growth, and long-term shareholder
value; and



Maintaining healthy balance sheets to protect shareholder value in slower economic periods or to seize new
opportunities.
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Value creation
Power Financial is committed to developing market-leading businesses that in turn create long-term shareholder value.
Its investment approach is guided by three overriding principles, from identifying the right investment to the oversight
and evaluation of each investee company:
Investment Principles

PART B
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Operating Principles

Governance Principles



Invest in companies that have a long-term perspective and investment horizon



Support operating companies’ management to build industry leaders



Focus on high-growth and high return on equity products and market segments



Perform a disciplined, fact-based analysis



Majority or significant level of ownership



Focus on strategy, people and capital allocation



Prudent, risk-aware and focus on creating and maintaining a strong balance sheet



Active governance model through boards of subsidiaries



Board composition is a combination of Power Financial executives and external directors

 Power Financial executives provide substantial industry and company knowledge
 External directors provide expertise and diverse perspectives
Current portfolio
Lifeco and IGM have become leaders across the insurance, asset management and wealth and retirement business lines
across Canada, the U.S. and Europe. Power Financial has supported them through various acquisitions and the group
strategically benefits through:



Group-wide distribution of products and services;



Collaborative product development;



Shared technologies and back-office capabilities;



Scale enhancement through key relationships and aggregated purchasing power; and



Collaborative approach to important industry developments.

Power Financial, in partnership with Lifeco and IGM, continues to collaborate on the future of the financial services market,
which is rapidly changing. Recently, the group has developed a “fintech” strategy to invest in companies that have the
potential to produce good returns. This strategy also enables the group to learn about new technology applications, how
these disruptive business models will affect the current business and how to react to changes in the environment in order
to be more effective.
Power Financial also holds jointly with the Frère Group of Belgium a controlling interest in Pargesa, a holding company
which, through its subsidiary GBL, focuses on a limited number of significant holdings and a portfolio of private equity,
debt and thematic funds. The Pargesa group has positioned its portfolio of companies for long-term value creation and
shares the values and prudent investing approach of Power Financial. This investment provides Power Financial with a
vehicle to create value in the European market.
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Organization of the MD&A
The Corporation’s MD&A consists of four parts:
Part B ņ Power Financial, presented on a consolidated and non-consolidated basis;



Part C ņ Lifeco’s interim MD&A, as prepared and disclosed by Lifeco in accordance with applicable securities
legislation, and which is also available either directly from SEDAR (www.sedar.com) or from Lifeco’s website
(www.greatwestlifeco.com);



Part D ņ IGM’s interim MD&A, as prepared and disclosed by IGM in accordance with applicable securities legislation,
and which is also available either directly from SEDAR (www.sedar.com) or from IGM’s website
(www.igmfinancial.com);



Part E ņ Pargesa’s financial results, derived from publicly disclosed information, as issued by Pargesa in its first quarter
press release. Further information on Pargesa’s results is available on its website (www.pargesa.ch).

The following chart reflects the economic interest held by the Corporation in its operating subsidiaries and certain other
investments at March 31, 2018.

PART B

Lifeco (TSX: GWO) and IGM (TSX: IGM) are public companies listed on the Toronto Stock Exchange. Pargesa is a public
company listed on the Swiss Stock Exchange (SIX: PARG).

POWER FINANCIAL CORPORATION



Power Financial

61.4Ր

ћќӝќՐ

Lifeco

IGM Financial

100%

іѕѕՐ

їќӝѝՐ

Great-West Life
& Annuity
95.7Ր

іѕѕՐ

Great-West Life

[1]

Investors Group

92.7Ր

PanAgora

Pargesa

50.0%

іѕѕՐ

Mackenzie

GBL

[3]

іјӝўՐ

іѕѕՐ

Putnam

[1]

[2]

London Life

China AMC

іѕѕՐ

Canada Life
іѕѕՐ

Portag3

[4]

Irish Life

Wealthsimple

[5]

In bold: Publicly listed holdings
[Ѵ] Great-Śǉɰɽ¸ȈǹǉȃɁȢǁɰƃѶӝѻՐȈȶɽǉɨǉɰɽȈȶ{Ãӗƃȶǁ{ÃȃɁȢǁɰƃѷӝѳՐȈȶɽǉɨǉɰɽȈȶ¸ȈǹǉƺɁӝ
[ѵ] Held through ĀƃɨȚɁȈȶɽƺɁӗƃȚɁȈȶɽȢʰƺɁȶɽɨɁȢȢǉǁƺɁɨɥɁɨƃɽȈɁȶӯѸѳՐӰӝ
[Ѷ] Refer to the “Pargesa and GBL” section for a list of investments in public companies.
[ѷ] ĀɁʥǉɨyȈȶƃȶƺȈƃȢǁȈɨǉƺɽȢʰȃɁȢǁɰƃѹѶՐȈȶɽǉɨǉɰɽӗƃȶǁ¸ȈǹǉƺɁƃȶǁ{ÃƃȢɰɁȃɁȢǁǉɧʍƃȢȈȶɽǉɨǉɰɽɰɁǹѴѻӝѸՐȈȶĀɁɨɽƃǼѶӝ
ӧѸӨ ĀɁʥǉɨyȈȶƃȶƺȈƃȢǁȈɨǉƺɽȢʰȃɁȢǁɰƃѴѷӝѺՐȈȶɽǉɨǉɰɽӗƃȶǁĀɁɨɽƃǼѶƃȶǁ{ÃƃȢɰɁȃɁȢǁȈȶɽǉɨǉɰɽɰɁǹѵѶӝѹՐƃȶǁѷѶӝѶՐӗɨǉɰɥǉƺɽȈʤǉȢʰӗȈȶ Wealthsimple.
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LIFECO

Great-West Lifeco Inc., TSX: GWO; market capitalization of $32.5 billion, is an international financial services holding
company with interests in life insurance, health insurance, retirement and investment services, asset management and
reinsurance businesses. Lifeco has operations in Canada, the United States and Europe through Great-West Life, London
Life, Canada Life, Great-West Financial, Putnam and Irish Life. For reporting purposes, Lifeco has four reportable segments:
Canada, the United States, Europe and Corporate, which reflect geographic lines as well as the management and
corporate structure of the companies.

PART B

POWER FINANCIAL CORPORATION

In Canada, through the Individual Customer and Group Customer business units, Lifeco offers a broad portfolio of financial
and benefit plan solutions for individuals, families, businesses and organizations, including life, disability and critical illness
insurance products as well as wealth accumulation, annuity and other speciality products.
The European segment is comprised of two distinct business units, Insurance & Annuities and Reinsurance, which offer
protection and wealth management products, including payout annuity products and reinsurance products.
The United States segment operates two business units, Financial Services and Asset Management. Its Financial Services
unit serves all segments of the employer-sponsored retirement plan market and offers employer-sponsored defined
contribution plans, individual retirement accounts, enrolment services, communication materials, investment options and
education services as well as fund management, investment and advisory services. The Asset Management unit, Putnam,
provides investment management, certain administrative functions, and distribution services as well as offers a broad
range of investment products, including equity, fixed income, absolute return and alternative strategies. PanAgora, a
Putnam affiliate, offers a broad range of investment solutions using sophisticated quantitative techniques.
At March 31, 2018, Power Financial and IGM held interests of 67.7Ր ƃȶǁ 4.0Րӗ ɨǉɰɥǉƺɽȈʤǉȢʰӗ in Lifeco’s common shares,
representing approximately 65Ր Ɂǹ ɽȃǉ ʤɁɽȈȶǼ ɨȈǼȃts attached to all outstanding Lifeco voting shares. The Insurance
Companies Act limits voting rights ȈȶȢȈǹǉȈȶɰʍɨƃȶƺǉƺɁȴɥƃȶȈǉɰɽɁћњՐӝ
See Part C of this MD&A for additional information on Lifeco.
IGM FINANCIAL

IGM Financial Inc., TSX: IGM; market capitalization of $9.1 billion, is a financial services company which serves the financial
needs of Canadians through its principal subsidiaries, each operating distinctly, primarily within the advice segment of the
financial services market. Its activities are carried out principally through its subsidiaries Investors Group, Mackenzie
Investments and Investment Planning Counsel.
Investors Group offers an exclusive family of mutual funds and other investment vehicles, and a wide range of insurance,
securities, mortgage products and other financial services. Investors Group provides its services through its exclusive
network of consultants across Canada.
Mackenzie Investments is an investment management firm providing investment advisory and related services through
multiple distribution channels: Retail, Strategic Alliances and Institutional. Mackenzie distributes its products and services
primarily through a diversified distribution network of third-party financial advisors.
Mackenzie Investments ȃɁȢǁɰ ƃ іјӝўՐ Ȉȶɽǉɨǉɰɽ Ȉȶ :ȃȈȶƃ Ã:ӗ Ɂȶe of the first fund management companies in China,
which has developed and maintained its position among the market leaders in China’s asset management industry. China
AMC’s assets under management, excluding subsidiary assets under management, were RMB870 billion (C$168 billion) at
December 31, 2017. ĀɁʥǉɨyȈȶƃȶƺȈƃȢԇɰɥƃɨǉȶɽƺɁȴɥƃȶʰӗĀɁʥǉɨ:ɁɨɥɁɨƃɽȈɁȶӗǁȈɨǉƺɽȢʰȃɁȢǁɰƃіјӝўՐǉɧʍȈɽʰȈȶɽǉɨǉɰɽ in China
AMC. Power Corporation and Mackenzie Investments hold a combined їќӝѝՐȈȶɽǉɨǉɰɽȈȶ:ȃȈȶƃ AMC. Power Corporation
and IGM have significant influence and account for their interests as an associate using the equity method.
Investment Planning Counsel is an independent distributor of financial products, services and advice in Canada.
At March 31, 2018, Power Financial and Great-West Life, a subsidiary of Lifeco, held interests of 61.4Րƃȶǁ3.8ՐӗɨǉɰɥǉƺɽȈʤǉȢʰӗ
in IGM’s common shares.
See Part D of this MD&A for additional information on IGM.
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PARGESA AND GBL

Power Financial Europe B.V., a wholly owned subsidiary of Power Financial, and the Frère Group ǉƃƺȃȃɁȢǁƃњѕՐȈȶɽǉɨǉɰɽ
in Parjointco. At March 31, 2018, Parjointco held a 55.5Րinterest in Pargesa, representing 75.4Րof the voting rights.
Pargesa, SIX: PARG; market capitalization of SF7.2 billion, is a holding company, which, at March 31, 2018ӗ ȃǉȢǁ ƃ њѕՐ
interest in GBL, representing 51.8Ր of the voting rights. GBL, a Belgian holding company, is listed on the Brussels Stock
Exchange.
GBL, EBR: GBLB; market capitalization of €15 billion, is one of the largest listed holding companies in Europe. As a holding
company focused on long-term value creation, GBL relies on a stable, family shareholder base. Its portfolio is comprised of
global industrial and services companies, leaders in their market, in which GBL plays its role of professional shareholder.

Imerys (EPA: NK) – mineral-based specialty solutions for industry



Total (EPA: FP) – oil, gas and chemical industries



SGS (SIX: SGSN) – testing, inspection and certification



Burberry (LON: BRBY) – a global luxury brand



LafargeHolcim (SIX: HOLN and EPA: LHN) – cement,
aggregates and concrete



Ontex (EBR: ONTEX) – disposable hygiene products





Pernod Ricard (EPA: RI) – wines and spirits



adidas (XETR: ADS) – design and distribution of sportswear

GEA (XETR: G1A) – supplier of equipment and project
management for a wide range of processing industries primarily
in the food and beverage sectors



Umicore (EBR: UMI) – materials technology and recycling of
precious metals



Parques (BME: PQR) – operation of regional leisure parks

PART B
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At March 31, 2018, GBL’s portfolio was comprised of investments in the following publicly traded companies:

In addition, through its subsidiary Sienna Capital, GBL is developing a portfolio of private equity, debt and thematic funds.
At March 31, 2018, Pargesa’s net asset value was SF11,033 million, compared with SF10,851 million at December 31, 2017.
GBL’s net asset value at March 31, 2018, was €19,079 million compared with €18,888 million at December 31, 2017.
See Part E of this MD&A for additional information on Pargesa.
PORTAG3 AND WEALTHSIMPLE

Power Financial (along with IGM and Lifeco) controls Portag3, an investment fund dedicated to backing innovative
financial services companies. Portag3 holds a 23.6Ր equity interest in Wealthsimple, a technology-driven investment
manager with assets under administration of $2.2 billion at March 31, 2018. In addition to the interest held indirectly
through Portag3, Power Financial and IGM also held, at March 31, 2018, equity interests in Wealthsimple of 14.7Ր and
43.3ՐӗɨǉɰɥǉƺɽȈʤǉȢʰ.
In the first quarter of 2018, Power Financial and IGM invested $20 million and $45 million, respectively, in Wealthsimple. To
date, the group has invested $183 million in Wealthsimple.
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Basis of Presentation
IFRS FINANCIAL MEASURES AND PRESENTATION

The Interim Consolidated Financial Statements of the Corporation have been prepared in accordance with International
Accounting Standard 34 ൞ Interim Financial Reporting (IAS 34) and are presented in Canadian dollars.

PART B

POWER FINANCIAL CORPORATION

Consolidated financial statements present, as a single economic entity, the assets, liabilities, revenues, expenses and cash
flows of the parent company and its subsidiaries. The consolidated financial statements present the financial results of
Power Financial (parent) and Lifeco, IGM, Portag3 and Wealthsimple (Power Financial’s controlled operating subsidiaries)
after the elimination of intercompany balances and transactions.
Power Financial’s investment in Pargesa is held through Parjointco. Parjointco is a holding company jointly controlled by
Power Financial and the Frère Group. Power Financial’s investment in Parjointco is accounted for using the equity method,
in which the investment is initially recognized at cost and adjusted thereafter for:



Power Financial’s share of:

 Net earnings or loss in Pargesa;
 Other comprehensive income or loss in Pargesa; and
 Pargesa’s other changes in equity.



Dividends received from Parjointco.

The following table summarizes the accounting presentation for the Corporation’s holdings:
C ontrol

A ccounting M ethod

E arnings and Other
C omprehensive Income

I mpairment Testing

I mpairment Reversal

Controlling interest in
the entity

Consolidation

Consolidated with noncontrolling interests

Goodwill and indefinite
life intangible assets
are tested at least
annually for
impairment

Impairment of
goodwill cannot be
reversed
Impairment of
intangible assets is
reversed if
there is evidence of
recovery of value

Significant influence or
joint control

Equity method

Corporation’s share of
earnings and other
comprehensive income

Entire investment is
tested for impairment

Reversed if there is
evidence the
investment has
recovered its value

Non-controlled
portfolio investments

Available for sale (AFS)

Earnings consist of
dividends received and
gains or losses on
disposals

Impairment testing is
done at the individual
investment level

A subsequent recovery
of value does not result
in a reversal

The investments are
marked to market
through other
comprehensive income
Earnings are reduced
by impairment charges,
if any
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prolonged decline in
the value of the
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At March 31, 2018, the Corporation’s holdings were as follows:
ՐǉƺɁȶɁȴȈƺ
interest

Holdings

Lifeco

Nature of investment

Accounting method

ѹѺӝѺ

Controlling interest

Consolidation

IGM [2]
Pargesa [3]

ѹѴӝѷ
ѵѺӝѻ

Controlling interest
Joint control

Consolidation
Equity method

Portag3 [4]

ѹѶӝѳ

Controlling interest

Consolidation

Wealthsimple [5]

ѴѷӝѺ

Controlling interest

Consolidation

[1]

ӧѴӨ IGM also ȃɁȢǁɰƃљӝѕՐȈȶɽǉɨǉɰɽȈȶ¸ȈǹǉƺɁӝ
ӧѵӨ Great-West Life also holds a 3.8ՐȈȶɽǉɨǉɰɽȈȶ{Ãӝ
ӧѷӨ Lifeco and IGM also hold equal interests ɁǹіѝӝњՐȈȶĀɁɨɽƃǼјӝ
[Ѹ] Portag3 and IGM also hold interests of 23.6Րƃȶǁ43.3Ր, respectively, in Wealthsimple.

At March 31, 2018, Pargesa’s holdings were as follows:
ՐǉƺɁȶɁȴȈƺ
interest

Holdings

Nature of investment

Accounting method

Ѹѳӝѳ

Controlling interest

Consolidation

Imerys

ѸѶӝѻ

Controlling interest

Consolidation

SGS

Ѵѹӝѹ

Portfolio investment

Available for sale

LafargeHolcim

Ѽӝѷ

Portfolio investment

Available for sale

Pernod Ricard

ѺӝѸ

Portfolio investment

Available for sale

adidas

ѺӝѸ

Portfolio investment

Available for sale

ѴѹӝѼ

Portfolio investment

Available for sale

Total

ѳӝѹ

Portfolio investment

Available for sale

Burberry

ѹӝѹ

Portfolio investment

Available for sale

ѵѳӝѳ

Portfolio investment

Available for sale

ѸӝѶ

Portfolio investment

Available for sale

ѵѴӝѵ

Significant influence

Equity method

GBL

Umicore

Ontex
GEA
Parques
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[Ѷ] ǉȢǁɽȃɨɁʍǼȃĀƃɨȚɁȈȶɽƺɁӗƃȚɁȈȶɽȢʰƺɁȶɽɨɁȢȢǉǁƺɁɨɥɁɨƃɽȈɁȶӯњѕՐӰ.

This summary of accounting presentation should be read in conjunction with the following notes to the Corporation’s
2017 Consolidated Financial Statements:



Basis of presentation and summary of significant accounting policies (Note 2);



Investments (Note 5);



Investments in jointly controlled corporations and associates (Note 7);



Goodwill and intangible assets (Note 10); and



Non-controlling interests (Note 19).
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NON-IFRS FINANCIAL MEASURES AND PRESENTATION

PART B
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This MD&A presents and discusses financial measures which are not in accordance with IFRS. Management uses these
financial measures in its presentation and analysis of the financial performance of Power Financial, and believes that they
provide additional meaningful information to readers in their analysis of the results of the Corporation. The non-IFRS
financial measures used in the MD&A are defined as follows:
N on-- I FRS financial measure

D ef inition

P urpose

Non-consolidated basis
of presentation

Power Financial’s interests in Lifeco, IGM,
Portag3 and Wealthsimple are accounted
for using the equity method.

Used by the Corporation to present and
analyze its results, financial position and
cash flows.
Presents the holding company’s (parent)
results separately from the results of its
consolidated operating companies.
As a holding company, management
reviews and assesses the performance of
each operating company’s contribution.
This presentation is useful to the reader to
assess the impact of the contribution to
adjusted net earnings for each subsidiary.

Adjusted net earnings

Net earnings excluding the impact of
Other items.

Assists in the comparison of the current
period’s results to those of previous periods
as items that are not considered to be a
part of ongoing operations are excluded.

Other items

After-tax impact of any item that in
management’s judgment would make the
period-over-period comparison of results
from operations less meaningful.

Identifies items that are not considered
part of ongoing operations. The exclusion
of these items assists management and
the reader in assessing current results as
these items are not reflective of ongoing
operations.

Includes the Corporation’s share of items
presented as other items by a subsidiary or
a jointly controlled corporation.
Adjusted net earnings per share

Earnings per share calculated using
adjusted net earnings.

Assists in comparing adjusted net earnings
on a per share basis.

Adjusted net earnings per share divided by
the weighted average number of common
shares outstanding.

These non-IFRS financial measures do not have a standard meaning and may not be comparable to similar measures
used by other entities. Reconciliations of the non-IFRS basis of presentation with the presentation in accordance with IFRS
are included throughout this MD&A.
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Reconciliation of IFRS and non-IFRS financial measures
The following tables present a reconciliation of net earnings and earnings per share reported in accordance with IFRS to
non-IFRS financial measures: adjusted net earnings, other items and adjusted net earnings per share. Adjusted net
earnings and adjusted net earnings per share are presented in the section “Non-Consolidated Statements of Earnings”:
March ѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

Ѹѻѹ

ѵѵѸ

ѷѻѷ

Lifeco

Թ

ѵѶѹ

ѵѳ

IGM

Թ

ѻѹ

Թ

Pargesa

Թ

Թ

ӯѶ)

Թ

Ѷѵѵ

ѴѺ

Ѹѻѹ

ѸѷѺ

ѸѳѴ

March ѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ѳӝѻѵ

ѳӝѶѵ

ѳӝѹѻ

Lifeco

Թ

ѳӝѶѶ

ѳӝѳѵ

IGM

Թ

ѳӝѴѵ

Թ

Թ

ѳӝѷѸ

ѳӝѳѵ

ѳӝѻѵ

ѳӝѺѺ

ѳӝѺѳ

Three months ended

Net earnings – IFRS financial measure [1]
Share of Other items, net of tax

Three months ended

Net earnings per share – IFRS financial measure [1]

PART B

[Ѵ] Available to common shareholders of Power Financial.

POWER FINANCIAL CORPORATION

Adjusted net earnings – Non-IFRS financial measure

[1]

Share of Other items, net of tax

Adjusted net earnings per share – Non-IFRS financial measure [1]
[Ѵ] Available to common shareholders of Power Financial.

Changes in Accounting Policies
There were no changes to the Corporation’s accounting policies from those reported at December 31, 2017, except as
described below.
ADOPTION OF IFRS 15 – REVENUE FROM CONTRACTS WITH CUSTOMERS (IFRS 15)

On January 1, 2018, the Corporation and its subsidiaries adopted IFRS 15, Revenue from Contracts with Customers which
outlines a single comprehensive model for entities to use in accounting for revenue arising from contracts with customers
(refer to Note 3 to the Interim Consolidated Financial Statements). The standard outlines criteria that determine whether
the Corporation’s subsidiaries in the asset management industry are to capitalize and amortize contract costs or expense
them.
The Corporation’s subsidiaries receive commissions on investment product sales where they either receive a fee directly
from the client or directly from the mutual fund. The application of IFRS 15 has resulted in a change to the accounting
policy related to commission expense as follows:



Commissions that are paid on investment product sales where a fee is directly received from the client are capitalized
and amortized over their estimated useful lives, not exceeding a period of seven years.



All other commissions paid on investment product sales are expensed as incurred.

The Corporation and its subsidiaries have elected to apply the modified retrospective approach, as permitted by the
transition provisions within IFRS 15. As a result of changes to the treatment of contract costs, Lifeco and IGM have recorded
an adjustment for the derecognition of certain deferred acquisition costs included in other assets, deferred selling
commissions included in intangible assets and related income tax liabilities which resulted in a decrease of $360 million
in the opening retained earnings of the Corporation at January 1, 2018.
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The impact of the change in accounting policy on the consolidated balance sheet is as follows:
AǉƺǉȴƹǉɨѶѴӗѵѳѴѺ
(as previously reported)

Impact of change in
accounting policy

°ƃȶʍƃɨʰѴӗѵѳѴѻ
(restated)

Assets
Other assets
Intangible assets – Deferred selling commissions

ѻӗѶѶѵ

ӯѸѼ)

ѻӗѵѺѶ

ѺѹѺ

ӯѺѳѶ)

ѹѷ

ӯѺѹѵ)
Liabilities and shareholders’’ equity

PART B
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Deferred tax liabilities

ѴӗѹѺѳ

ӯѵѳѸ)

ѴӗѷѹѸ

Retained earnings

ѴѸӗѶѻѴ

ӯѶѹѳ)

ѴѸӗѳѵѴ

Non-controlling interests

ѴѶӗѳѴѴ

ӯѴѼѺ)

ѴѵӗѻѴѷ

ӯѺѹѵ)

Commission expenses are expected to decline in future years due to the change in treatment of the contract costs in
accordance with IFRS 15 and changes in IGM’s commission structure in which there is an ongoing shift from sales-based
commissions to asset-based commissions.
In addition, the Corporation and its subsidiaries have reclassified fee and premium income amounts for 2017 comparative
periods in the Consolidated Statements of Earnings and in this MD&A for the change in presentation of certain revenues
and expenses on a gross or net basis. These reclassifications did not have an impact on net earnings.
The implementation of IFRS 15 will result in a change in timing of the recognition of commission expenses. However, there
is no effect on the cash flows of the Corporation’s subsidiaries.
For a further description of the impact of the accounting policy change, refer to Note 3 of the Interim Consolidated
Financial Statements for the period ended March 31, 2018.

Future Accounting Changes
The Corporation and its subsidiaries continuously monitor the potential changes proposed by the International
Accounting Standards Board (IASB) and analyze the effect that changes in the standards may have on their consolidated
financial statements when they become effective. There were no significant changes to the future accounting policies that
could impact the Corporation and its subsidiaries, in addition to the disclosure in the 2017 MD&A, and the 2017
Consolidated Financial Statements other than as described below:
CURRENT IMPLICATION OF IFRS 9 – FINANCIAL INSTRUMENTS (IFRS 9)

In July 2014, the IASB issued a final version of IFRS 9, Financial Instruments, which replaces IAS 39, Financial Instruments:
Recognition and Measurement (IAS 39), the current standard for accounting for financial instruments, with an effective
date of January 1, 2018.
In September 2016, the IASB issued an amendment to IFRS 4, Insurance Contracts (IFRS 4). The amendment “Applying
IFRS 9, Financial Instruments with IFRS 4, Insurance Contracts” provides qualifying insurance companies with two options
to address the potential volatility associated with implementing the IFRS 9 standard before the new proposed insurance
contract standard is effective. The two options are as follows:

 Deferral Approach: provides the option to defer implementation of IFRS 9 until the year 2021 or the effective date of
the new insurance contract standard, whichever is earlier; or

 Overlay Approach: provides the option to recognize the volatility that could arise when IFRS 9 is applied within other
comprehensive income, rather than profit or loss.
The Corporation qualifies and has elected to apply the deferral approach which permits the adoption of both IFRS 9 and
IFRS 17 Insurance Contracts simultaneously on January 1, 2021.
IGM, a subsidiary and Pargesa, held through Parjointco, a jointly controlled corporation do not qualify for the exemption
and adopted IFRS 9 on January 1, 2018. The impact of adoption is disclosed in their publicly available information. The
Corporation, in accordance with the amendment of IFRS 4 to defer the adoption of IFRS 9, is permitted but not required
to retain the accounting policies applied by an associate or a jointly controlled corporation which is accounted for using
the equity method. The Corporation has decided to continue applying accounting policies in accordance with IAS 39 to
Pargesa’s results.
On consolidation, the Corporation has adjusted the results of both IGM and Pargesa to be in accordance with IAS 39. Refer
to the specific discussion included in the IGM and Pargesa sections “Contribution to adjusted net earnings”.
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Results of Power Financial
This section presents:



The “Consolidated Statements of Earnings in accordance with IFRS”; and



The “Non-Consolidated Statements of Earnings”, which present the contributions of operating subsidiaries and
Pargesa to the net earnings and adjusted net earnings of Power Financial.

Refer to the section “Non-IFRS Financial Measures and Presentation” for a description of the non-consolidated basis of
presentation and a reconciliation of IFRS and non-IFRS financial measures.

Consolidated net earnings – Three months ended
Lifeco

IGM ӧѴӨ

Pargesa ӧѵӨ

Corporate [Ѷ]

Power Financial
Consolidated net earnings
March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

PART B

Power Financial’s consolidated statements of earnings for the three months ended March 31, 2018 are presented below.
The Corporation’s operating segments are Lifeco, IGM and Pargesa. This table reflects the contributions from Lifeco, IGM
and Pargesa to the net earnings attributable to Power Financial’s common shareholders.

POWER FINANCIAL CORPORATION

CONSOLIDATED STATEMENTS OF EARNINGS IN ACCORDANCE WITH IFRS

Revenues
Premium income, net [4]

ѻӗѴѺѷ

Թ

Թ

ӯѸ)

ѻӗѴѹѼ

ѻӗѷѺѵ

ѼӗѶѸѷ

Net investment income

ѻѹ

ѷѷ

Թ

ӯѵѸ)

ѴѳѸ

ѵӗѼѺѺ

ѵӗѴѼѻ

ѴӗѷѶѶ

ѺѸѺ

Թ

(ѵѷ)

ѵӗѴѹѹ

ѵӗѴѼѺ

ѵӗѳѷѼ

ѼӗѹѼѶ

ѻѳѴ

Թ

(Ѹѷ)

Ѵѳӗѷѷѳ

ѴѶӗѹѷѹ

ѴѶӗѹѳѴ

ѹӗѺѻѳ

Թ

Թ

Թ

ѹӗѺѻѳ

ѼӗѼѻѺ

Ѽӗѻѹѵ

ѸѼѷ

ѵѻѹ

Թ

ӯѴѹ)

ѻѹѷ

Ѽѵѳ

ѴӗѳѺѺ

ѴӗѷѳѺ

ѵѸѶ

Թ

Ѷѵ

ѴӗѹѼѵ

ѵӗѳѷѹ

ѴӗѹѹѴ

ѺѴ

Ѷѳ

Թ

Ѹ

Ѵѳѹ

Ѵѳѻ

ѴѳѺ

Fee income

[4]

Total revenues
Expenses
Total paid or credited to policyholders
Commissions [4]
Operating and administrative expenses

[4]

Financing charges
Total expenses

ѻӗѻѸѵ

ѸѹѼ

Թ

ѵѴ

Ѽӗѷѷѵ

ѴѶӗѳѹѴ

ѴѵӗѺѳѺ

Earnings before investments in jointly
controlled corporations and associates,
and income taxes

ѻѷѴ

ѵѶѵ

Թ

ӯѺѸ)

ѼѼѻ

ѸѻѸ

ѻѼѷ

Share of earnings of investments in jointly
controlled corporations and associates

Թ

ѻ

ѷѷ

Թ

Ѹѵ

Ѵѵ

ѷѼ

ѻѷѴ

ѵѷѳ

ѷѷ

ӯѺѸ)

ѴӗѳѸѳ

ѸѼѺ

ѼѷѶ

ѺѺ

Ѹѵ

Թ

Ѷ

ѴѶѵ

ѴѺѹ

ѴѷѶ

Ѻѹѷ

Ѵѻѻ

ѷѷ

ӯѺѻ)

ѼѴѻ

ѷѵѴ

ѻѳѳ

ѵѹѼ

ѻѴ

Թ

ӯѸѵ)

ѵѼѻ

Ѵѹѵ

ѵѻѸ

Թ

Թ

Թ

Ѷѷ

Ѷѷ

Ѷѷ

ѶѴ

ѷѼѸ

ѴѳѺ

ѷѷ

ӯѹѳ)

Ѹѻѹ

ѵѵѸ

ѷѻѷ

Ѻѹѷ

Ѵѻѻ

ѷѷ

ӯѺѻ)

ѼѴѻ

ѷѵѴ

ѻѳѳ

Earnings before income taxes
Income taxes
Net earnings
Attributable to
Non-controlling interests
Perpetual preferred shareholders
Common shareholders of
Power Financial

[Ѵ] Results reported by IGM are in accordance with IFRS 9 and include the transition impact related to the reclassification and remeasurement of certain
mortgage loans. As the Corporation has not adopted IFRS 9, this adjustment has been reversed on consolidation and included in “Corporate”.
[ѵ] The Corporation’s share of earnings of Pargesa includes its share of gains realized on private equity investments in the first quarter, not included in Pargesa’s
reported net earnings as it ƃǁɁɥɽǉǁyĄČѼɁȶ°ƃȶʍƃɨʰѴӗѵѳѴѻӝ
[Ѷ] “Corporate” is comprised of the results of Portag3 and Wealthsimple, the Corporation’s investment activities, corporate operations and consolidation entries.
[ѷ] Amounts in comparative periods have been reclassified; refer to section “Adoption of IFRS 15” for more details.
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The Corporation evaluates the performance of each segment based on its contribution to adjusted net earnings. A
discussion of the results of Lifeco, IGM and Pargesa is provided in the “Contribution to adjusted net earnings” section
below.
NON-CONSOLIDATED STATEMENTS OF EARNINGS

In this section, the contributions from Lifeco and IGM to the net earnings and adjusted net earnings attributable to Power
Financial’s common shareholders are accounted for using the equity method.
March ѶѴ,
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

Lifeco [2]

ѷѼѸ

ѷѼѼ

ѷѴѼ

IGM [2]

ѴѳѺ

Ѵѳѹ

Ѵѳѷ

Three months ended
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Adjusted net earnings [1]

Pargesa

[2]

ѷѷ

Ѷ

ѷѶ

ѹѷѹ

ѹѳѻ

Ѹѹѹ

Corporate operations

ӯѵѹ)

ӯѵѺ)

ӯѶѷ)

Dividends on perpetual preferred shares

ӯѶѷ)

ӯѶѷ)

ӯѶѴ)

Ѹѻѹ

ѸѷѺ

ѸѳѴ

Lifeco

Թ

ӯѵѶѹ)

ӯѵѳ)

IGM

Թ

ӯѻѹ)

Թ

Pargesa

Թ

Թ

Ѷ

Թ

ӯѶѵѵ)

ӯѴѺ)

Ѹѻѹ

ѵѵѸ

ѷѻѷ

Adjusted net earnings [3]
Other items

[4]

Net earnings

[3]

Earnings per share – basic

[3]

Adjusted net earnings
Other items
Net earnings

ѳӝѻѵ

ѳӝѺѺ

ѳӝѺѳ

Թ

ӯѳӝѷѸ)

ӯѳӝѳѵ)

ѳӝѻѵ

ѳӝѶѵ

ѳӝѹѻ

ӧѴ] For a reconciliation of Lifeco, IGM and Pargesa’s non-IFRS adjusted net earnings to their net earnings, refer to the “Contribution to adjusted net earnings”
section below.
[ѵ] The contributions from Lifeco and IGM include an allocation of the results of Wealthsimple and Portag3, based on their respective interest. Contributions
from IGM and Pargesa reflect adjustments in accordance with IAS 39.
[Ѷ] Attributable to common shareholders.
[ѷ] See “Other items” section below.

Q1 2018 vs. Q1 2017 and Q4 2017
Net earnings
$586 million or $0.82 per share, compared with $484 million or $0.68 per share in the corresponding period in 2017, an increase of
20.6ՐɁȶƃɥǉɨɰȃƃɨǉƹƃɰȈɰ, and $225 million or $0.32 per share in the fourth quarter of 2017.
Adjusted net earnings
$586 million or $0.82 per share, compared with $501 million or $0.70 per share in the corresponding period in 2017, an increase of 17.1Ր
on a per share basis, and $547 million or $0.77 per share in the fourth quarter of 2017.
Contribution to adjusted net earnings from Lifeco, IGM and Pargesa
Contribution of $646 million, compared with $566 million in the corresponding period in 2017, and $608 million in the fourth quarter of
2017.

A discussion of the results of the Corporation is provided in the sections “Contribution to adjusted net earnings”, “Corporate
operations”, and “Other items” below.
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CONTRIBUTION TO ADJUSTED NET EARNINGS

LIFECO
Contribution to Power Financial
Three months ended

March ѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ѷѼѸ

ѷѼѺ

ѷѵѳ

Contribution to Power Financial’s [1]:
Adjusted net earnings
As reported by Lifeco
Consolidation entries

ѵ

ӯѴ)

ѷѼѼ

ѷѴѼ

ӯѵѶѹ)

ӯѵѳ)

ѵѹѶ

ѶѼѼ

March ѶѴ,
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

Individual Customer

ѴѶѻ

Ѵѹѵ

Ѵѷѹ

Group Customer

Ѵѷѵ

ѴѼѶ

Ѵѳѷ

Ѷѹ

ѵ

Ѹ

ѶѴѹ

ѶѸѺ

ѵѸѸ

Financial Services

ѼѴ

ѻѳ

ѻѸ

Asset Management

ӯѴѹ)

ӯѸ)

ӯѴѹ)

Թ

Թ

ӯѵ)

ѺѸ

ѺѸ

ѹѺ

Insurance and Annuities

ѵѷѷ

ѵѸѳ

ѵѵѸ

Reinsurance

Ѵѳѷ

ѹѺ

ѻѴ

ӯѷ)

ӯѼ)

Թ

Ѷѷѷ

Ѷѳѻ

Ѷѳѹ

ӯѷ)

ӯѹ)

ӯѼ)

ѺѶѴ

ѺѶѷ

ѹѴѼ

Թ

ӯѶѷѵ)

ӯѵѻ)

ѺѶѴ

ѶѼѵ

ѸѼѴ

[Ѵ] ěȃǉƃʤǉɨƃǼǉǁȈɨǉƺɽɁʥȶǉɨɰȃȈɥɁǹĀɁʥǉɨyȈȶƃȶƺȈƃȢȈȶ¸ȈǹǉƺɁʥƃɰћќӝќՐǹɁɨɽȃǉquarter ended March 31, 2018.

Adjusted and net earnings by segment as reported by Lifeco
Three months ended

PART B
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Other items

Թ
ѷѼѸ

Canada

Canada Corporate

United States

U.S. Corporate

Europe

Europe Corporate

Lifeco Corporate
Adjusted net earnings

[1]

Other items
Net earnings

[1]

[Ѵ] Attributable to Lifeco common shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
$731 million or $0.740 per share, compared with $619 ȴȈȢȢȈɁȶɁɨԤѕӝћїќɥǉɨɰȃƃɨǉȈȶɽȃǉƺɁɨɨǉɰɥɁȶǁȈȶǼɥǉɨȈɁǁȈȶїѕіќӗƃȶȈȶƺɨǉƃɰǉɁǹіѝՐ
on a per share basis, and $734 million or $0.742 per share in the fourth quarter of 2017.
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C ANADA

Individual Customer

Net earnings for the three-month period ended March 31, 2018 decreased by $8 million to $138 million, compared with
the same quarter last year. The decrease was primarily due to:



Less favourable mortality experience and a lower impact from new business driven by lower insurance sales;



Partially offset by more favourable policyholder behaviour experience.

Group Customer

PART B
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Net earnings for the three-month period ended March 31, 2018 increased by $38 million to $142 million, compared with
the same quarter last year. The increase was primarily due to:



Favourable mortality and morbidity experience;



Higher contributions from insurance contract liability basis changes;



Lower expenses driven by the Canadian business transformation;



Partially offset by lower contributions from investment experience.

U NITED STATES

Financial Services

For the three-month period ended March 31, 2018, net earnings were US$72 million (C$91 million), compared with
US$64 million (C$85 million) in the corresponding period in 2017. The increase of US$8 million was primarily due to:



The impact of the U.S. corporate tax rate changes, which resulted in increased earnings of US$12 million;



Partially offset by a lower release of interest margins on insurance contract liabilities.

Asset Management

For the three-month period ended March 31, 2018, net loss was US$13 million (C$16 million), compared with a net loss of
US$12 million (C$16 million) in the corresponding period in 2017. The increased loss of US$1 million was primarily due to:

 Lower net investment income, driven by lower gains on seed capital, a one-time expense associated with lowering
future technology expenses and higher variable incentive compensation;

 Offset by higher fee income driven by higher assets under management;
The net loss includes lower financing costs, offset by the impact of a reduction in the U.S. corporate tax rate.
E UROPE

Insurance and Annuities

Net earnings for the three-month period ended March 31, 2018 increased by $19 million to $244 million, compared with
the same quarter last year. The increase was primarily due to:



Improved mortality and morbidity experience, higher contributions from insurance contract liability basis changes
related to the impact of updated annuitant mortality assumptions and the impact of currency movement;



Partially offset by the impact of lower new business volumes in payout annuities, lower contributions from investment
experience and a gain on the sale of Lifeco’s Allianz Ireland holdings in the first quarter of 2017.

Reinsurance

Net earnings for the three-month period ended March 31, 2018 increased by $23 million to $104 million, compared with
the same quarter last year. The increase was primarily due to:



Higher contributions from insurance contract liability basis changes;



Partially offset by lower impacts from new business gains.
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O THER ITEMS

There were no Other items in the first quarter of 2018.
In the first and fourth quarters of 2017, Other items of $28 million and $342 million consisted mainly of:
First quarter



Restructuring charges of $28 million related to restructuring in the Financial Services business in the U.S. segment
and integration activities in the Insurance and Annuities business in Europe.

Fourth quarter



Impact of the U.S. tax reform which resulted in a charge of $216 million:



Net charge on sale of equity investment of $122 million:

 Lifeco entered into an agreement to sell an equity investment in Nissay Asset Management Corporation (Nissay). The
equity investment in Nissay was reclassified to assets held for sale and the net charge on the sale of $122 million was
recognized, including the write-off of an associated indefinite life intangible asset.

PART B

for tax years beginning on January 1, 2018. The legislation results in significant tax reform and revises the Internal
Revenue Code ʥȃȈƺȃȈȶƺȢʍǁǉɰɽȃǉȢɁʥǉɨȈȶǼɁǹɽȃǉƺɁɨɥɁɨƃɽǉǹǉǁǉɨƃȢȈȶƺɁȴǉɽƃʯɨƃɽǉǹɨɁȴјњՐɽɁїіՐƃȶǁȴɁǁȈǹȈǉɰ
how the U.S. taxes multinational entities. The charge primarily related to the revaluation of certain deferred tax
balances and the impact on insurance contract liabilities and expense provisions.

POWER FINANCIAL CORPORATION

 On December 22, 2017, the Tax Reconciliation Act was substantively enacted by the U.S. and is generally effective

The information above has been derived from Lifeco’s interim MD&A; see Part C of this MD&A for more information on
Lifeco’s results.
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IGM FINANCIAL
Contribution to Power Financial
Three months ended

March ѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ѴѴѷ

ѴѴѻ

ѴѳѼ

Contribution to Power Financial’s [1]:
Adjusted net earnings
As reported by IGM
Consolidation entries

[2]

PART B
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Other items
Net earnings

ӯѺ)

ӯѴѵ)

ӯѸ)

ѴѳѺ

Ѵѳѹ

Ѵѳѷ

Թ

ӯѻѹ)

Թ

ѴѳѺ

ѵѳ

Ѵѳѷ

[Ѵ] The average direct ownership of Power Financial in IGM was 61.4ՐǹɁɨɽȃǉquarter ended March 31, 2018.
[ѵ] Contribution to Power Financial includes an adjustment in accordance with IAS 39 and the allocation of the results of Wealthsimple and Portag3.

Adjusted and net earnings by segment as reported by IGM (in accordance with IFRS 9)
March ѶѴ,
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ѴѻѶ

ѴѻѸ

ѴѺѼ

Mackenzie

ѷѵ

Ѹѳ

ѷѴ

Corporate and other

ѷѹ

ѷѷ

ѶѶ

ѵѺѴ

ѵѺѼ

ѵѸѶ

Three months ended

Investors Group

Adjusted net earnings (before interest, income taxes,
preferred share dividends and other) [1]

Interest expense, income taxes, preferred share
dividends and other
Adjusted net earnings [1, 2]
Other items
Net earnings [2]

ӯѻѸ)

ӯѻѺ)

ӯѺѹ)

Ѵѻѹ

ѴѼѵ

ѴѺѺ

Թ

ӯѴѷѴ)

Թ

Ѵѻѹ

ѸѴ

ѴѺѺ

ӧѴӨ Non-IFRS financial measures described in Part D of this MD&A.
[ѵ] Available to IGM common shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
$186 million or $0.77 per share, compared with $177 million or $0.74 per share in the corresponding period in 2017, an increase of 4.1Ր
on a per share basis, and $192 million or $0.79 per share in the fourth quarter of 2017.

On January 1, 2018, IGM adopted IFRS 9, Financial Instruments. IGM elected not to restate its comparative financial
information for the effect of applying IFRS 9. The cumulative impact of applying IFRS 9 has been recognized as an
adjustment to the opening retained earnings on January 1, 2018.
Mortgage loans of $282.6 million previously classified as held for trading were reclassified to amortized cost as a result of
IGM’s business model and contractual cash flow characteristics assessment. This resulted in a total remeasurement of
$49.7 million due to the reversal of unrealized losses included in the carrying value of the loans and the capitalization of
previously expensed mortgage issue costs.
Securities of $19.9 million were reclassified from available for sale to fair value through profit or loss (FVPL), and IGM
elected to classify securities of $262.8 million at fair value through other comprehensive income (FVOCI). These
reclassifications had no impact on opening retained earnings.
The Corporation has deferred the adoption of IFRS 9 and continues to apply IAS 39, Financial Instruments: Recognition
and Measurement. As such, the contribution to Power Financial includes an adjustment to reverse the impact of IFRS 9.
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I NVESTORS GROUP

Net earnings increased by $4 million in the three-month period ended March 31, 2018, compared with the corresponding
period in 2017, due to:
An increase in income from management fees of $20 million to $361 million. The increase was primarily due to an
increase in average assets under management of 3.8ՐӢ



A decrease in distribution fee income of $14 million to $43 million, mainly due to a decrease in distribution fee income
from insurance products and lower redemption fees;



A decrease in net investment income of $8 million to $10 million. Net interest income on securitized loans decreased
due to lower margins on the loans as a result of the impact from the adoption of IFRS 9. There was also a decrease of
gains realized on the sale of residential mortgages and negative fair value adjustments on loans held;



Expenses in the three-month period were $310 million, a decrease of $7 million mainly related to a decrease in
commission expenses, primarily due to the treatment of commission expenses as a result of the adoption of IFRS 15
(refer to section “Adoption of IFRS 15”).

Net earnings remained stable at $42 million in the three-month period ended March 31, 2018, compared with the
corresponding period in 2017. Fee revenue increased due to an increase in average assets under management of 11.1Ր,
partially offset by a decline in the average management fee rate and an increase in non-commission expense.
A SSETS AND INVESTMENT
T FUND ASSETS UNDER M ANAGEMENT

PART B

M A CKENZIE

POWER FINANCIAL CORPORATION



Total assets under management were as follows:
March ѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴӗ
ѵѳѴѺ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѹ

Investors Group

ѻѺӝѴ

ѻѻӝѳ

ѻѶӝѼ

ѻѴӝѵ

Mackenzie [1]

ѹѸӝѵ

ѹѷӝѸ

ѸѼӝѺ

ѸѺӝѺ

(In billions of dollars)

Corporate and other

[2]

Total

ѶӝѸ

ѷӝѳ

ѶӝѼ

Ѷӝѻ

ѴѸѸӝѻ

ѴѸѹӝѸ

ѴѷѺӝѸ

ѴѷѵӝѺ

[Ѵ] Effective October 1, 2017, the Mackenzie segment has been redefined to exclude advisory mandates to Investors Group from assets under management; the
comparatives have been restated to reflect this change.
[ѵ] Includes Investment Planning Counsel’s assets under management less an adjustment for assets sub-advised by Mackenzie on behalf of other segments.

Total average daily investment fund assets under management were as follows:
ѵѳѴѻ
(In billions of dollars)

ѵѳѴѺ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

Investors Group

ѻѺӝѻ

ѻѺӝѵ

ѻѶӝѻ

ѻѸӝѳ

ѻѵӝѻ

Mackenzie [1]

ѸѺӝѴ

ѸѸӝѻ

ѸѶӝѸ

Ѹѷӝѵ

ѸѵӝѶ

Corporate and other

[2]

Total

Ѹӝѵ

ѸӝѴ

ѸӝѴ

ѸӝѴ

Ѹӝѳ

ѴѸѳӝѴ

ѴѷѻӝѴ

Ѵѷѵӝѷ

ѴѷѷӝѶ

ѴѷѳӝѴ

[Ѵ] Effective October 1, 2017, the Mackenzie segment has been redefined to exclude advisory mandates to Investors Group from assets under management; the
comparatives have been restated to reflect this change.
[ѵ] Includes Investment Planning Counsel’s assets under management less an adjustment for assets sub-advised by Mackenzie on behalf of other segments.

O THER ITEMS

There were no Other items in both the first quarter of 2018 and 2017.
In the fourth quarter of 2017, Other items of $141 million consisted of:



Restructuring and other charges of $127 million after tax related to the implementation by IGM of a number of
initiatives to assist in its operational effectiveness. The initiatives included simplifying IGM’s reporting structure,
expanding the IGM shared services model, including joining the Investors Group and Mackenzie investment
management functions, and offering a one-time voluntary retirement program.



IGM’s proportionate share of Lifeco’s one-time charges of $14 million.

The information above has been derived from IGM’s interim MD&A; see Part D of this MD&A for more information on IGM’s
results.
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PARGESA
Contribution to Power Financial
Three months ended
(In millions of Canadian dollars)

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴӗ
ѵѳѴѺ

As reported by Pargesa

ѵѵ

ѴѶ

ѷѶ

Consolidation entries

ѵѵ

ӯѴѳ)

Թ

ѷѷ

Ѷ

ѷѶ

Թ

Թ

Ѷ

ѷѷ

Ѷ

ѷѹ

Contribution to Power Financial’s [1]:
Adjusted net earnings

[2]

PART B
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Other items
Net earnings

[Ѵ] The average direct ownership of Power Financial in Pargesa was 27.8ՐǹɁɨɽȃǉquarter ended March 31, 2018.
[2] The Corporation has not adopted IFRS 9, its share of gains realized on the disposal of private equity investments in the first quarter of $21 million have been
included in the contribution from Pargesa in accordance with IAS 39. The adjustment in the fourth quarter of 2017 relates to the reclassification of Parques
from available for sale to an associate in accordance with the Corporation’s accounting policy.

Adjusted and net earnings as reported by Pargesa (in accordance with IFRS 9)
Three months ended
(In millions of Swiss francs)

ÃƃɨƺȃѶѴӗ
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ѶѴ

Ѷѹ

ѵѹ

Contribution from the portfolio to adjusted net earnings
Share of earnings of:
Imerys
Dividends:
SGS

Ѹѳ

Թ

ѷѹ

Pernod Ricard

Թ

Ѵѵ

Թ

Total

Թ

Ѹ

Թ

Other [1]

Թ

ѵ

Թ

Contribution from private equity activities and other investment funds

ӯѷ)

ӯѴ)

ѸѺ

ѺѺ

Ѹѷ

ѴѵѼ

Net financing income (charges)

ӯѹ)

ӯѸ)

ӯѶ)

General expenses and taxes

ӯѼ)

ӯѴѶ)

ӯѻ)

ѹѵ

Ѷѹ

ѴѴѻ

ӯѴ)

ӯѶ)

Ѻ

ѹѴ

ѶѶ

ѴѵѸ

Adjusted net earnings

[2, 3]

Other items
Net earnings (loss)

[3]

ӧѴ] Consists of dividends from Burberry.
[ѵ] Described as “Economic operating income” in Part E of this MD&A.
[Ѷ] Attributable to Pargesa shareholders.

Q1 2018 vs. Q1 2017 and Q4 2017
Adjusted net earnings
SF62 million, compared with SF118 million in the corresponding period in 2017, a decrease of 47.5Րӗ ƃȶǁ SF36 million in the fourth
quarter of 2017.

On January 1, 2018, Pargesa adopted IFRS 9, Financial Instruments, and reclassified the majority of its publicly traded
portfolio, previously accounted for as available-for-sale investments to investments classified as fair value through other
comprehensive income (FVOCI). The FVOCI is an elective classification for equity instruments in which all fair value
changes remain permanently in OCI. The investments in private equity and other investment funds were reclassified from
available-for-sale investments to fair value through profit or loss (FVPL).
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The transition requirements of IFRS 9 require that all unrealized gains and losses on investments previously classified as
available for sale remain permanently in equity, as follows:



Unrealized gains and losses on instruments reclassified to FVPL are transferred from other comprehensive income to
retained earnings; and



Unrealized gains and losses on instruments reclassified to FVOCI may either remain in OCI or be reclassified in
retained earnings.

On transition, the unrealized gain on private equity activities and investment funds was transferred to retained earnings.

Other than the share of earnings of Imerys, a significant portion of Pargesa’s adjusted net earnings is composed of
dividends from its non-consolidated investments, which are declared as follows:


LafargeHolcim (second quarter)



Umicore (second and third quarters)



SGS (first quarter)



Burberry (second and fourth quarters)



Pernod Ricard (second and fourth quarters)



Ontex (second quarter)



Total (second, third and fourth quarters)



GEA (second quarter)



adidas (second quarter)

PART B

The Corporation has deferred the adoption of IFRS 9 and continues to apply IAS 39. As such, the contribution to Power
Financial includes adjustments to comply with IAS 39.

POWER FINANCIAL CORPORATION

During the quarter, two investments held through a private equity fund were disposed of, which resulted in gains of
SF57 million. These realized gains have not been reflected in Pargesa’s earnings as the investments were reclassified from
available for sale to FVPL on January 1, 2018. On transition, the related unrealized gains were transferred permanently to
retained earnings.

On December 31, 2017, the investment in Parques was reclassified from available for sale to an associate. The results of
Parques have not been included in the net earnings as reported by Pargesa for the first quarter. Parques’ results are
published after the date of publication of Pargesa’s results. The first quarter results will be included in the second quarter.
R ESULTS

Adjusted net earnings in the three-month period ended March 31, 2018 decreased by SF56 million to SF62 million,
compared with the corresponding period in 2017, mainly due to:



The contribution from Imerys increased by SF5 million from SF26 million to SF31 million at March 31, 2018;



A decrease in the contribution from private equity activities and other investment funds of SF61 million. The decrease
is mainly due to the adoption of IFRS 9 by Pargesa, resulting in gains of SF57 million realized during the quarter on
the disposal of investments not reflected in earnings;



Dividends from its principal holdings of SF50 million, compared with SF46 million the corresponding period in 2017.

O THER ITEMS

There were no significant Other items in the first quarter of 2018 and in the first and fourth quarters of 2017.
A VERAGE E XCHANGE RATES

The average exchange rates for the three-month period ended March 31, 2018 and 2017 were as follows:
March ѶѴӗ
ѵѳѴѻ

March ѶѴ,
ѵѳѴѺ

:ȃƃȶǼǉՐ

Euro/SF

ѴӝѴѹѸ

ѴӝѳѹѼ

Ѽӝѳ

SF/CAD

ѴӝѶѶѷ

ѴӝѶѴѼ

ѴӝѴ

The information above has been derived from Pargesa’s first quarter of 2018 press release; see Part E of this MD&A for more
information on Pargesa’s results.
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CORPORATE OPERATIONS
Corporate operations include income (loss) from investments, operating expenses, financing charges, depreciation and
income taxes.
March ѶѴ,
ѵѳѴѻ

Three months ended

Income (loss) from investments

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴ,
ѵѳѴѺ

ӯѴ)

ӯѴѴ)

ӯѼ)

Operating and other expenses

PART B
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Operating expenses

ӯѵѳ)

ӯѵѸ)

ӯѵѳ)

Financing charges

ӯѷ)

ӯѸ)

ӯѷ)

Depreciation

ӯѴ)

ӯѴ)

ӯѴ)

Թ

ѴѸ

Թ

ӯѵѸ)

ӯѴѹ)

ӯѵѸ)

ӯѵѹ)

ӯѵѺ)

ӯѶѷ)

Income taxes [1]

Corporate operations

[Ѵ] The fourth quarter amount consists mainly of a reversal of a provision for withholding taxes payable on the eventual repatriation of cash from Power
Financial Europe B.V. to Power Financial. The reversal is due to substantive enactment in 2017 of a withholding tax exemption on repatriation.

OTHER ITEMS (NOT INCLUDED IN ADJUSTED NET EARNINGS)

The following table presents the Corporation’s share of Other items:
March ѶѴӗ
ѵѳѴѻ

Three months ended

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

March ѶѴӗ
ѵѳѴѺ

Lifeco
Impact of U.S. tax reform

Թ

ӯѴѷѹ)

Թ

Restructuring charges

Թ

ӯѶ)

ӯѵѳ)

Net charge on sale of an equity investment

Թ

ӯѻѶ)

Թ

Share of IGM’s other items

Թ

ӯѷ)

Թ

Թ

ӯѵѶѹ)

ӯѵѳ)

Restructuring and other charges

Թ

ӯѺѻ)

Թ

Share of Lifeco’s other items

Թ

ӯѻ)

Թ

Թ

ӯѻѹ)

Թ

Թ

Թ

Ѷ

IGM

Pargesa
Other income

Թ

Թ

Ѷ

Թ

ӯѶѵѵ)

ӯѴѺ)

For additional information, refer to the respective Lifeco, IGM or Pargesa “Other items” sections above.
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Financial Position
CONSOLIDATED BALANCE SHEETS (CONDENSED)

The condensed balance sheets of Lifeco and IGM, and Power Financial’s non-consolidated balance sheet are presented
below. This table reconciles the non-consolidated balance sheet, which is not in accordance with IFRS, with the
condensed consolidated balance sheet of the Corporation at March 31, 2018.
Power
Financial

Lifeco

IGM

Consolidation
adjustments
and other ӧѴӨ

Power Financial
Consolidated balance sheets
AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

Assets
Cash and cash equivalents

Investment – Lifeco

Ѵӗѳѵѹ

ѶӗѸѼѸ

ѺѺѻ

ӯѵѶѹ)

ѸӗѴѹѶ

ѸӗѶѵѴ

Ѵѹѵ

ѴѺѳӗѶѹѺ

ѻӗѶѳѸ

ӯѴѶѷ)

ѴѺѻӗѺѳѳ

ѴѺѵӗѶѷѸ

ѴѷӗѶѺѹ

Թ

Ѽѵѵ

ӯѴѸӗѵѼѻ)

Թ

Թ

Investment – IGM

ѵӗѹѳѺ

ѶѷѴ

Թ

ӯѵӗѼѷѻ)

Թ

Թ

Investment – Parjointco

ѶӗѸѼѸ

Թ

Թ

Թ

ѶӗѸѼѸ

ѶӗѶѸѷ

Investments – other jointly controlled
corporations and associates

Թ

ѵ

ѹѼѸ

Ѵѵ

ѺѳѼ

ѹѹѵ

Funds held by ceding insurers

Թ

ѴѳӗѳѺѳ

Թ

Թ

ѴѳӗѳѺѳ

ѼӗѻѼѶ

Reinsurance assets

Թ

ѹӗѵѹѸ

Թ

Թ

ѹӗѵѹѸ

ѸӗѳѷѸ

ѴѵѴ

ѴѳӗѹѺѻ

ѴӗѳѺѶ

(Ѵѷ)

ѴѴӗѻѸѻ

ѴѳӗѼѴѼ

Intangible assets

Թ

ѶӗѺѼѷ

Ѵӗѵѹѵ

ѹѶ

ѸӗѴѴѼ

ѸӗѺѷѻ

Goodwill

Թ

ѹӗѸѳѻ

ѵӗѹѹѳ

Ѻѷѳ

ѼӗѼѳѻ

ѼӗѸѻѳ

Other assets

Investments on account of segregated fund
policyholders

Թ

ѵѵѴӗѳѶѴ

Թ

Թ

ѵѵѴӗѳѶѴ

ѵѴѺӗѶѸѺ

ѵѴӗѻѻѺ

ѷѶѵӗѹѸѴ

ѴѸӗѹѼѸ

ӯѴѺӗѻѴѸ)

ѷѸѵӗѷѴѻ

ѷѷѳӗѵѵѷ

Insurance and investment contract liabilities

Թ

ѴѹѺӗѷѵѸ

Թ

Թ

ѴѹѺӗѷѵѸ

ѴѹѴӗѶѹѸ

Obligations to securitization entities

Թ

Թ

Ѻӗѹѳѷ

Թ

Ѻӗѹѳѷ

ѺӗѸѼѹ

Total assets
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March ѶѴ,
ѵѳѴѻ

Liabilities

Debentures and other debt instruments

ѵѸѳ

ѸӗѼѵѸ

ѵӗѳѵѸ

ӯѺѷ)

ѻӗѴѵѹ

ѺӗѼѹѻ

Other liabilities

ѸѸѻ

ѴѴӗѻѶѸ

ѴӗѹѶѶ

ӯѴ)

ѴѷӗѳѵѸ

ѴѵӗѷѴѷ

Թ

ѵѵѴӗѳѶѴ

Թ

Թ

ѵѵѴӗѳѶѴ

ѵѴѺӗѶѸѺ

ѻѳѻ

ѷѳѹӗѵѴѹ

ѴѴӗѵѹѵ

(ѺѸ)

ѷѴѻӗѵѴѴ

ѷѳѹӗѺѳѳ

Insurance and investment contracts on
account of segregated fund policyholders
Total liabilities
Equity
Perpetual preferred shares
Common shareholders’ equity [2]
Non-controlling interests [Ѷӗѷ]

ѵӗѻѶѳ

ѵӗѺѴѷ

ѴѸѳ

ӯѵӗѻѹѷ)

ѵӗѻѶѳ

ѵӗѻѶѳ

ѴѻӗѵѷѼ

ѵѳӗѺѺѶ

ѷӗѵѻѶ

ӯѵѸӗѳѸѹ)

ѴѻӗѵѷѼ

ѴѺӗѹѻѶ

Թ

ѵӗѼѷѻ

Թ

ѴѳӗѴѻѳ

ѴѶӗѴѵѻ

ѴѶӗѳѴѴ

Total equity

ѵѴ,ѳѺѼ

ѵѹӗѷѶѸ

ѷӗѷѶѶ

ӯѴѺӗѺѷѳ)

Ѷѷ,ѵѳѺ

ѶѶӗѸѵѷ

Total liabilities and equity

ѵѴӗѻѻѺ

ѷѶѵӗѹѸѴ

ѴѸӗѹѼѸ

ӯѴѺӗѻѴѸ)

ѷѸѵӗѷѴѻ

ѷѷѳӗѵѵѷ

ӧѴӨ Consolidation adjustments and other includes Portag3 and Wealthsimple, as well as consolidation entries.
[ѵ] Opening retained earnings were decreased by $360 million as a result of the adoption of IFRS 15; refer to “Adoption of IFRS 15” section for more details.
[Ѷ] Lifeco’s non-controlling interests include the Participating Account surplus in subsidiaries.
[ѷ] Non-controlling interests in consolidation adjustments represents non-controlling interests in the equity of Lifeco and IGM.
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Total assets of the Corporation increased to $452.4 billion at March 31, 2018, compared with $440.2 billion at December 31,
2017, mainly due to the impact of currency movement and new business growth, partially offset by the impact of market
movements.

PART B
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Liabilities increased to $418.2 billion at March 31, 2018, compared with $406.7 billion at December 31, 2017, mainly due to
the following, as disclosed by Lifeco:



Insurance and investment contract liabilities increased by $6.1 billion, primarily due to the strengthening of the British
pound, euro and U.S. dollar against the Canadian dollar and the acquisition of Retirement Advantage, partially offset
by the impact of fair value adjustments.



Insurance and investment contract liabilities on account of segregated fund policyholders increased by $3.7 billion,
primarily due to the impact of currency movement of $6.6 billion, partially offset by the net impact of market value
losses and investment income of $2.9 billion and net withdrawals of $0.4 billion.

Parts C and D of this MD&A include a discussion of the consolidated balance sheets of Lifeco and IGM, respectively.
NON-CONSOLIDATED BALANCE SHEETS

In the non-consolidated basis of presentation shown below, Lifeco and IGM are presented by the Corporation using the
equity method. These non-consolidated balance sheets, which are not in accordance with IFRS, enhance the MD&A and
assist the reader by identifying changes in Power Financial’s non-consolidated balance sheets.
March ѶѴ,
ѵѳѴѻ

AǉƺǉȴƹǉɨѶѴӗ
ѵѳѴѺ

Ѵӗѳѵѹ

ѴӗѳѸѷ

Assets
Cash and cash equivalents [1]
Investments
Lifeco

ѴѷӗѶѺѹ

ѴѶӗѺѺѵ

IGM

ѵӗѹѳѺ

ѵӗѻѹѸ

Parjointco

ѶӗѸѼѸ

ѶӗѶѸѷ

Ѵѹѵ

Ѵѷѵ

Other [2]
Other assets

ѴѵѴ

Ѵѵѵ

ѵѴӗѻѻѺ

ѵѴӗѶѳѼ

Debentures

ѵѸѳ

ѵѸѳ

Other liabilities

ѸѸѻ

Ѹѷѹ

Total liabilities

ѻѳѻ

ѺѼѹ

Total assets
Liabilities

Equity
Perpetual preferred shares

ѵӗѻѶѳ

ѵӗѻѶѳ

Common shareholders’ equity

ѴѻӗѵѷѼ

ѴѺӗѹѻѶ

Total equity

ѵѴ,ѳѺѼ

ѵѳӗѸѴѶ

Total liabilities and equity

ѵѴӗѻѻѺ

ѵѴӗѶѳѼ

[Ѵ] Cash equivalents include $295 million ($281 million at December 31, 2017) of fixed income securities with maturities of more than three months. In
accordance with IFRS, these are classified in investments in the Consolidated Financial Statements.
[ѵ] Includes investments in Portag3 and Wealthsimple.

Cash and cash equivalents
Cash and cash equivalents held by Power Financial amounted to $1,026 million at March 31, 2018, compared with
$1,054 million at the end of December 2017. The first quarter dividends declared by the Corporation and paid on
May 1, 2018 are included in other liabilities and amounted to $343 million. Dividends declared in the first quarter by IGM
and received by the Corporation on April 30, 2018 are included in other assets and amounted to $83 million (see “Nonconsolidated Statements of Cash Flows” below for details).
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Investments in Lifeco, IGM and Parjointco
The carrying value of Power Financial’s investments in Lifeco, IGM and Parjointco, accounted for using the equity method,
increased to $20,578 million at March 31, 2018, compared with $19,991 million at December 31, 2017:

Carrying value, at the beginning of the year
Change in accounting policy ӧѴӨ

Lifeco

IGM

Parjointco

Total

ѴѶӗѺѺѵ

ѵӗѻѹѸ

ѶӗѶѸѷ

ѴѼӗѼѼѴ

ӯѶѴѻ)

Թ

ӯѶѹѳ)

ѵӗѸѷѺ

ѶӗѶѸѷ

ѴѼӗѹѶѴ

Share of adjusted net earnings

ѷѼѸ

ѴѳѺ

ѷѷ

ѹѷѹ

Share of other comprehensive income

ѷѹѺ

Ѷѹ

ѴѼѺ

Ѻѳѳ

Dividends

ӯѵѹѳ)

ӯѻѶ)

Թ

ӯѶѷѶ)

ӯѸѹ)

Թ

Թ

ӯѸѹ)

ѴѷӗѶѺѹ

ѵӗѹѳѺ

ѶӗѸѼѸ

ѵѳӗѸѺѻ

Other [ѵ]
Carrying value, at March 31, 2018

[ѵ] Mainly related to the effect of change in ownership in a subsidiary of Lifeco.

EQUITY

Preferred shares
Preferred shares of the Corporation consist of 11 series of Non-Cumulative Fixed Rate First Preferred Shares, two series of
Non-Cumulative 5-Year Rate Reset First Preferred Shares, and one series of Non-Cumulative Floating Rate First Preferred
Shares, with an aggregate stated capital of $2,830 million at March 31, 2018 (same as at December 31, 2017). All series are
perpetual preferred shares and are redeemable in whole or in part solely at the Corporation’s option from specified dates.
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ӯѷѵ)
ѴѶӗѺѶѳ

Restated carrying value, at the beginning of the year

The terms and conditions of the outstanding First Preferred Shares are described in Note 17 to the Corporation’s 2017
Consolidated Financial Statements.
Common shareholders’ equity
Common shareholders’ equity was $18,249 million at March 31, 2018, compared with $17,683 million at December 31, 2017:
Three months ended March 31

Common shareholders’ equity, at the beginning of the year
Change in accounting policy [1]
Restated common shareholders’ equity, at the beginning of the year

ѵѳѴѻ

ѵѳѴѺ

ѴѺӗѹѻѶ

ѴѹӗѼѳѴ

ӯѶѹѳ)

Թ

ѴѺӗѶѵѶ

ѴѹӗѼѳѴ

Changes in retained earnings
Net earnings before dividends on perpetual preferred shares

ѹѵѳ

ѸѴѸ

Dividends declared

ӯѶѷѶ)

ӯѶѵѸ)

ӯѷѴ)

ѵѸ

ѵѶѹ

ѵѴѸ

ѷѻѶ

ӯѴѻ)

ӯѵѴ)

ѵѹ

Effects of changes in capital and ownership of subsidiaries, and other

Changes in reserves
Other comprehensive income (loss)
Foreign currency translation adjustments
Investment revaluation and cash flow hedges
Actuarial gains (losses) on defined benefit plans
Share of Pargesa and other associates
Share-based compensation
Issuance of common shares (nil in 2018 and 19,039 in 2017)
under the Corporation’s Employee Stock Option Plan
Common shareholders’ equity, at March 31

ѵѷ

ӯѵѶ)

ѵѴѻ

ѵѶѻ

ӯѴѷ)

ӯѵѵ)

ѹѼѳ

ѵѳѴ

Թ

Ѵ

ѴѻӗѵѷѼ

ѴѺӗѶѴѻ

ӧѴӨ Refer to “Adoption of IFRS 15” section for more details.

The book value per common share of the Corporation was $25.56 at March 31, 2018, compared with $24.77 at the end of
2017.
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Outstanding number of common shares
At the date of this MD&A, there were 713,871,479 common shares of the Corporation outstanding (same as at December 31,
2017). At the date of this MD&A, options were outstanding to purchase up to an aggregate of 12,043,012 common shares of
the Corporation under the Corporation’s Employee Stock Option Plan.

Cash Flows

PART B
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CONSOLIDATED STATEMENTS OF CASH FLOWS (CONDENSED)

The condensed cash flows of Lifeco and IGM, and Power Financial’s non-consolidated cash flows, are presented below.
This table reconciles the non-consolidated statement of cash flows, which is not in accordance with IFRS, to the
condensed consolidated statement of cash flows of the Corporation for the three-month period ended March 31, 2018.
Power
Financial

Lifeco

IGM

Consolidation
adjustments
and other

Three months ended March 31

Power Financial
Consolidated

ѵѳѴѻ

ѵѳѴѺ

ѴӗѵѵѺ

ѴӗѸѸѶ

Cash flows from:
Operating activities

Ѷѵѷ

Financing activities
Investing activities
Effect of changes in exchange rates on cash
and cash equivalents
Increase (decrease) in cash and cash equivalents

ѴӗѴѸѼ

ѴѵѼ

ӯѶѻѸ)

ӯѶѵѻ)

ӯѵѶѹ)

ӯѵѻѳ)

Ѷѹѷ

ӯѷѻѳ)

ӯѴѶѺ)

ӯѵѷ)

ӯѴӗѳѳѶ)

ӯѶѻ)

Ѷѹ

ӯѴӗѳѵѼ)

ӯѴӗѳѳѴ)

Թ

Ѵѵѷ

Թ

Թ

Ѵѵѷ

ӯѻ)

(ѵѻ)

ѷѷ

ӯѴѻѼ)

ѴѸ

ӯѴѸѻ)

ѷѳѺ

Cash and cash equivalents,
at the beginning of the year

ѴӗѳѸѷ

ѶӗѸѸѴ

ѼѹѺ

ӯѵѸѴ)

ѸӗѶѵѴ

ѷӗѶѼѹ

Cash and cash equivalents, at March 31

Ѵӗѳѵѹ

ѶӗѸѼѸ

ѺѺѻ

ӯѵѶѹ)

ѸӗѴѹѶ

ѷӗѻѳѶ

Consolidated cash and cash equivalents decreased by $158 million in the three-month period ended March 31, 2018,
compared with an increase of $407 million in the corresponding period in 2017.
Operating activities produced a net inflow of $1,227 million in the three-month period ended March 31, 2018, compared
with a net inflow of $1,553 million in the corresponding period in 2017.
Cash flows from financing activities, which include dividends paid on the common and preferred shares of the
Corporation and dividends paid by subsidiaries to non-controlling interests, represented a net outflow of $480 million in
the three-month period ended March 31, 2018, compared with a net outflow of $137 million in the corresponding period in
2017.
Cash flows from investing activities resulted in a net outflow of $1,029 million in the three-month period ended March 31,
2018, compared with a net outflow of $1,001 million in the corresponding period in 2017.
The Corporation increased its level of fixed income securities with maturities of more than three months, resulting in a net
outflow of $14 million in the three-month period ended March 31, 2018, compared with a net inflow of $91 million in the
corresponding period in 2017.
Parts C and D of this MD&A include a discussion of the cash flows of Lifeco and IGM, respectively.
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NON-CONSOLIDATED STATEMENTS OF CASH FLOWS

As Power Financial is a holding company, corporate cash flows are primarily comprised of dividends received from Lifeco,
IGM and Parjointco and income (loss) from cash and cash equivalents, less operating expenses, financing charges, income
taxes, and preferred and common share dividends.
The following non-consolidated statements of cash flows of the Corporation, which are not presented in accordance with
IFRS, have been prepared to assist the reader as they isolate the cash flows of Power Financial, the parent company.
Three months ended March 31

ѵѳѴѻ

ѵѳѴѺ

ѵѹѳ

ѵѷѹ

ѻѶ

ѻѶ

ѶѷѶ

ѶѵѼ

(ѴѼ)

ӯѵѴ)

Ѷѵѷ

Ѷѳѻ

Operating activities
Dividends

IGM

Financing activities
Dividends paid on perpetual preferred shares
Dividends paid on common shares
Issuance of common shares

ӯѶѷ)

ӯѶѴ)

ӯѵѼѷ)

ӯѵѻѳ)

Թ

Ѵ

ӯѶѵѻ)

ӯѶѴѳ)
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Lifeco

Investing activities
Investments in Portag3 and Wealthsimple

ӯѵѵ)

ӯѵѳ)

ӯѵ)

ӯѶѺ)

ӯѵѷ)

ӯѸѺ)

(ѵѻ)

ӯѸѼ)

Cash and cash equivalents, at the beginning of the year

ѴӗѳѸѷ

ѻѷѵ

Cash and cash equivalents, at March 31

Ѵӗѳѵѹ

ѺѻѶ

Purchase of other investments and other

Decrease in cash and cash equivalents

On a non-consolidated basis, cash and cash equivalents decreased by $28 million in the three-month period ended
March 31, 2018, compared with a decrease of $59 million in the corresponding period in 2017.
Operating activities resulted in a net inflow of $324 million in the three-month period ended March 31, 2018, compared
with a net inflow of $308 million in the corresponding period in 2017.



Dividends paid by Lifeco on its common shares during the three-month period ended March 31, 2018 were $0.3890
per share, compared with $0.3670 in the corresponding period in 2017. In the three-month period ended March 31,
2018, the Corporation received dividends from Lifeco of $260 million, compared with $246 million in the
corresponding period in 2017.



Dividends paid by IGM on its common shares during the three-month period ended March 31, 2018 were $0.5625 per
share, the same as in the corresponding period in 2017. In the three-month period ended March 31, 2018, the
Corporation received dividends from IGM of $83 million, the same as in the corresponding period in 2017.



Pargesa declares and pays an annual dividend in the second quarter. The Board of Directors of Pargesa approved a
dividend for 2018 of SF2.50 per bearer share, compared with SF2.44 in 2017, to be paid on May 15, 2018.
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The Corporation’s financing activities during the three-month period ended March 31, 2018 were a net outflow of
$328 million, compared with a net outflow of $310 million in the corresponding period in 2017, and included:



Dividends paid on preferred and common shares by the Corporation of $328 million, compared with $311 million in
the corresponding period in 2017. In the three-month period ended March 31, 2018, dividends paid on the
Corporation’s common shares were $0.4125 per share, compared with $0.3925 per share in the corresponding period
in 2017.



No employee stock options were exercised in the period, compared with common shares issued of $1 million in the
corresponding period in 2017.

The Corporation’s investing activities during the three-month period ended March 31, 2018 were a net outflow of
$24 million, compared with a net outflow of $57 million in the corresponding period in 2017.

Capital Management
As a holding company, Power Financial’s objectives in managing its capital are to:



provide attractive long-term returns to shareholders of the Corporation;



provide sufficient financial flexibility to pursue its growth strategy to invest on a timely basis in its operating
companies and other investments as opportunities present;



maintain a capital structure that matches the long-term nature of its investments by maximizing the use of
permanent capital; and



maintain an appropriate credit rating to ensure stable access to capital markets.

The Corporation manages its capital taking into consideration the risk characteristics and liquidity of its holdings. In order
to maintain or adjust its capital structure, the Corporation may adjust the amount of dividends paid to shareholders, return
capital to shareholders or issue capital.
The Board of Directors of the Corporation is responsible for capital management. Management of the Corporation is
responsible for establishing capital management procedures and for implementing and monitoring its capital plans. The
Board of Directors of the Corporation reviews and approves capital transactions such as the issuance, redemption and
repurchase of common shares, perpetual preferred shares and debentures. The boards of directors of the Corporation’s
subsidiaries, as well as those of Pargesa and GBL, govern and have responsibility for their respective company’s capital
management.
With the exception of debentures and other debt instruments, the Corporation’s capital is permanent, matching the longterm nature of its investments. The capital structure of the Corporation consists of: debentures, perpetual preferred shares,
common shareholders’ equity, and non-controlling interests. The Corporation views perpetual preferred shares as a costeffective source of permanent capital.
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The Corporation’s consolidated capitalization includes the debentures, preferred shares and other debt instruments issued
by its consolidated subsidiaries. Debentures and other debt instruments issued by Lifeco and IGM are non-recourse to the
Corporation. The Corporation does not guarantee debt issued by its subsidiaries. Perpetual preferred shares and total
equity accounted for ѝіՐ of consolidated capitalization at March 31, 2018.
March ѶѴ,
ѵѳѴѻ

December ѶѴӗ
ѵѳѴѺ

ѵѸѳ

ѵѸѳ

Lifeco

ѸӗѼѵѸ

ѸӗѹѴѺ

IGM

ѵӗѳѵѸ

ѵӗѴѺѸ

ӯѺѷ)

ӯѺѷ)

ѺӗѻѺѹ

ѺӗѺѴѻ

ѻӗѴѵѹ

ѺӗѼѹѻ

Power Financial

ѵӗѻѶѳ

ѵӗѻѶѳ

Lifeco

ѵӗѺѴѷ

ѵӗѺѴѷ

ѴѸѳ

ѴѸѳ

ѵӗѻѹѷ

ѵӗѻѹѷ

ѸӗѹѼѷ

ѸӗѹѼѷ

Common shareholders’ equity

ѴѻӗѵѷѼ

ѴѺӗѹѻѶ

Non-controlling interests [1]

Ѵѳӗѵѹѷ

ѴѳӗѴѷѺ

ѵѻӗѸѴѶ

ѵѺӗѻѶѳ

ѷѵӗѶѶѶ

ѷѴӗѷѼѵ

Debentures and other debt instruments
Power Financial

IGM
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Consolidation adjustments

Equity

ӧѴ] Represents the non-controlling equity interests of the Corporation’s subsidiaries excluding Lifeco and IGM’s preferred shares, which are shown in this table
as preferred shares.

Power Financial

 The Corporation filed a short-form base shelf prospectus dated December 7, 2016, pursuant to which, for a period of
25 months thereafter, the Corporation may issue up to an aggregate of $3 billion of First Preferred Shares, common
shares, subscription receipts and unsecured debt securities, or any combination thereof. This filing provides the
Corporation with the flexibility to access debt and equity markets on a timely basis.
Lifeco
 On February 28, 2018, Lifeco issued $500 million of 10-ʰǉƃɨјӝјјќՐǁǉƹǉȶɽʍɨǉɰӝ

 ÝȶÃƃɨƺȃїіӗїѕіѝӗ¸ȈǹǉƺɁɨǉǁǉǉȴǉǁȈɽɰћӝіљՐԤїѕѕȴȈȢȢȈɁȶǁǉƹǉȶɽʍɨǉȶɁɽǉɰƃɽɽȃǉȈɨɥɨȈȶƺȈɥƃȢƃȴɁʍȶɽɽɁǼǉɽȃǉɨʥȈɽȃ
accrued interest.
Subsequent event

 Subsequent to the first quarter of 2018, Great-West Lifeco Finance (Delaware) LP II announced its intention to redeem
all $500 million ɥɨȈȶƺȈɥƃȢ ƃȴɁʍȶɽ Ɂǹ Ȉɽɰ ќӝіїќՐ ɰʍƹɁɨǁȈȶƃɽǉǁ ǁǉƹǉȶɽʍɨǉɰ ǁʍǉ °ʍȶǉ їћӗ їѕћѝ Ɂȶ °ʍȶǉ їћӗ їѕіѝ ƃɽ a
ɨǉǁǉȴɥɽȈɁȶ ɥɨȈƺǉ ǉɧʍƃȢ ɽɁ іѕѕՐ Ɂǹ ɽȃǉ ɥɨȈȶƺȈɥƃȢ ƃȴɁʍȶɽ Ɂǹ ɽȃǉ ǁǉƹǉȶtures, plus any accrued interest up to but
excluding the redemption date.
IGM

 On March 7, 2018, IGM repaid on maturity, ɽȃǉԤіњѕȴȈȢȢȈɁȶїѕѕјČǉɨȈǉɰћӝњѝՐdebentures.
The Corporation itself is not subject to externally imposed regulatory capital requirements; however, Lifeco and certain of
its main subsidiaries and IGM’s subsidiaries are subject to regulatory capital requirements. Parts C and D of this MD&A
further describe the capital management activities of Lifeco and IGM, respectively.
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RATINGS

The current rating by Standard & Poor’s (S&P) of the Corporation’s debentures is “A+” with a stable outlook. Dominion Bond
Rating Service’s (DBRS) current rating on the Corporation’s debentures is “A (High)” with a stable rating trend.

PART B
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Credit ratings are intended to provide investors with an independent measure of the credit quality of the securities of a
corporation and are indicators of the likelihood of payment and the capacity of a corporation to meet its obligations in
accordance with the terms of each obligation. Descriptions of the rating categories for each of the agencies set forth
below have been obtained from the respective rating agencies’ websites. These ratings are not a recommendation to buy,
sell or hold the securities of a corporation and do not address market price or other factors that might determine
suitability of a specific security for a particular investor. The ratings also may not reflect the potential impact of all risks on
the value of securities and are subject to revision or withdrawal at any time by the rating organization.
The “A+” rating assigned to the Corporation’s debentures by S&P is the fifth highest of the 22 ratings used for long-term
debt. A long-term debenture rated “A+” is somewhat more susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher-rated categories; however, the obligor’s capacity to meet its financial
commitment on the obligation is still strong.
The “A (High)” rating assigned to the Corporation’s debentures by DBRS is the fifth highest of the 26 ratings used for longterm debt. A long-term debenture rated “A (High)” implies that the capacity for repayment is substantial, but of lesser
credit quality than AA, and may be vulnerable to future events, although qualifying negative factors are considered
manageable.

Risk Management
Power Financial is a diversified international management and holding company with interests in the financial services,
asset management and other business sectors. Its principal holdings are a controlling interest in each of Lifeco and IGM
and a joint controlling interest in Parjointco, which itself holds a controlling interest in GBL through Pargesa. As a result,
the Corporation bears the risks associated with being a significant shareholder of these operating companies. A complete
description of these risks is presented in their public disclosures. The respective boards of directors of Lifeco, IGM, Pargesa
and GBL are responsible for the risk oversight function at their respective companies. The risk committee of the board of
directors of Lifeco is responsible for its risk oversight, and the board of directors of IGM provides oversight and carries out
its risk management mandate through various committees. Certain officers of the Corporation are members of these
boards and committees of these boards and, consequently, in their role as directors, they participate in the risk oversight
function at the operating companies. Parts C and D of this MD&A further describe risks related to Lifeco and IGM,
respectively.
RISK OVERSIGHT APPROACH

The Corporation believes that a prudent approach to risk is achieved through a governance model that focuses on the
active oversight of its investments. The Board of Directors and executive officers of the Corporation have overall oversight
and responsibility for risk management associated with the investment activities and operations of the holding company
and maintain a comprehensive and appropriate set of policies and controls.
The Board of Directors provides oversight and carries out its risk management mandate primarily through the following
committees:



The Audit Committee addresses risks related to financial reporting and cybersecurity.



The Compensation Committee considers risks associated with the Corporation’s compensation policies and practices.



The Governance and Nominating Committee oversees the Corporation’s approach to appropriately address potential
risks related to governance matters.



The Related Party and Conduct Review Committee considers for approval transactions with related parties of the
Corporation.

There are certain risks inherent in an investment in the securities of the Corporation and in the activities of the
Corporation, including the following risks and others discussed elsewhere in this MD&A, which investors should carefully
consider before investing in securities of the Corporation. The 2017 Annual MD&A reviews certain risks that could impact
the financial condition and financial performance, and the value of the equity of the Corporation. This description of risks
does not include all possible risks, and there may be other risks of which the Corporation is not currently aware.
During the first quarter of 2018, there were no changes to the Corporation’s risk oversight approach, and the identification
and management of the specific risks described in the 2017 Annual MD&A.
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Financial Instruments and Other Instruments
FAIR VALUE MEASUREMENT

At March 31, 2018, there had been no material changes to the carrying amounts and fair value of the Corporation and its
subsidiaries’ assets and liabilities recorded at fair value from December 31, 2017. See Note 18 to the Corporation’s Interim
Consolidated Financial Statements for additional disclosure of the Corporation’s fair value measurement.
DERIVATIVE FINANCIAL INSTRUMENTS

In the course of their activities, the Corporation and its subsidiaries use derivative financial instruments. When using such
derivatives, they only act as limited end-users and not as market makers in such derivatives.

prohibiting the use of derivative instruments for speculative purposes;



documenting transactions and ensuring their consistency with risk management policies;



demonstrating the effectiveness of the hedging relationships; and



monitoring the hedging relationships.

There were no major changes to the Corporation and its subsidiaries’ policies and procedures with respect to the use of
derivative instruments in the three-month period ended March 31, 2018. The following table provides a summary of the
Corporation and its subsidiaries’ derivatives portfolio:
ÃƃɨƺȃѶѴӗѵѳѴѻ

Power Financial
Lifeco
IGM

Notional

Maximum
credit risk

Total
fair value

ѻѸ

Ѷ

ѴѻӗѹѻѺ
ѶӗѷѼѻ
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The use of derivatives is monitored and reviewed on a regular basis by senior management of the Corporation and by
senior management of its subsidiaries. The Corporation and its subsidiaries have each established operating policies,
guidelines and procedures relating to the use of derivative financial instruments, which in particular focus on:

AǉƺǉȴƹǉɨѶѴӗѵѳѴѺ
Notional

Maximum
credit risk

Total
fair value

Ѷ

ѴѺ

ѵ

ѵ

ѶѸѴ

ӯѴӗѴѷѻ)

ѴѹӗѸѻѼ

Ѷѻѷ

ӯѼѸѵ)

ѵѻ

ӯѹ)

ѶӗѵѹѼ

Ѷѹ

ѻ

ѵѵӗѴѻѸ

ѶѺѼ

ӯѴӗѴѸѷ)

ѴѼӗѻѸѻ

ѷѵѳ

ӯѼѷѷ)

ѵѵӗѵѺѳ

Ѷѻѵ

ӯѴӗѴѸѴ)

ѴѼӗѻѺѸ

ѷѵѵ

ӯѼѷѵ)

During the three-month period ended March 31, 2018, there was an increase of $2.4 billion in the notional amount of
derivatives outstanding, primarily due to an increase in forward settling mortgage backed security transactions (“to-beannounced securities”) and regular hedging activities. The Corporation and its subsidiaries’ exposure to derivative
counterparty risk (which represents the market value of instruments in a gain position) decreased to $382 million at
March 31, 2018 from $422 million at December 31, 2017. The decrease is primarily due to the strengthening of the
U.S. dollar against the Canadian dollar on cross-currency swaps that pay U.S. dollars and receive Canadian dollars.
Parts C and D of this MD&A provide information on the types of derivative financial instruments used by Lifeco and IGM,
respectively.
See Note 25 to the Corporation’s 2017 Consolidated Financial Statements for additional information.
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Off-Balance Sheet Arrangements
GUARANTEES

In the normal course of their operations, the Corporation and its subsidiaries may enter into certain agreements, the
nature of which precludes the possibility of making a reasonable estimate of the maximum potential amount the
Corporation or subsidiary could be required to pay third parties, as some of these agreements do not specify a maximum
amount and the amounts are dependent on the outcome of future contingent events, the nature and likelihood of which
cannot be determined.

PART B
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LETTERS OF CREDIT

In the normal course of its reinsurance business, Lifeco provides letters of credit to other parties or beneficiaries. A
beneficiary will typically hold a letter of credit as collateral in order to secure statutory credit for insurance and investment
contract liabilities ceded to or amounts due from Lifeco. Lifeco may be required to seek collateral alternatives if it is unable
to renew existing letters of credit on maturity. See also Part C of this MD&A and Note 31 to the Corporation’s 2017
Consolidated Financial Statements.

Contingent Liabilities
The Corporation and its subsidiaries are from time to time subject to legal actions, including arbitrations and class actions,
arising in the normal course of business. It is inherently difficult to predict the outcome of any of these proceedings with
certainty, and it is possible that an adverse resolution could have a material adverse effect on the consolidated financial
position of the Corporation. However, based on information presently known, it is not expected that any of the existing
legal actions, either individually or in the aggregate, will have a material adverse effect on the consolidated financial
position of the Corporation.

Commitments and Contractual Obligations
At March 31, 2018, there had been no material changes in the contractual obligations of the Corporation and its
subsidiaries from those reported in the 2017 Annual MD&A.

Income Taxes (Non-Consolidated Basis)
The Corporation had, at March 31, 2018, non-capital losses of $169 million available to reduce future taxable income
(including capital gains). These losses expire during the years 2028 to 2038. In addition, the Corporation has capital losses
of $84 million that can be used indefinitely to reduce future capital gains.
See also “Transactions with Related Parties” below.
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Transactions with Related Parties
Power Financial has a Related Party and Conduct Review Committee composed entirely of Directors who are
independent of management and independent of the Corporation’s controlling shareholder. The mandate of this
Committee is to review proposed transactions with related parties of the Corporation, including its controlling shareholder,
and to approve only those transactions that it deems appropriate and that are done at market terms and conditions.

IGM enters into transactions with subsidiaries of Lifeco. These transactions are in the normal course of operations and
include (i) providing certain administrative services, (ii) distributing insurance products and (iii) the sale of residential
mortgages to Great-West Life and London Life. These transactions are at market terms and conditions and are reviewed by
the appropriate related party and conduct review committee.
In October 2017, IGM obtained advanced tax rulings which permitted tax loss consolidation transactions with a subsidiary
of Power Corporation, whereby shares of a subsidiary that has generated tax losses may be acquired by IGM. The
acquisitions are expected to close in the fourth quarter of each year. IGM will recognize the benefit of the tax losses
realized throughout the year.

PART B

Lifeco provides asset management and administrative services for employee benefit plans relating to pension and other
post-employment benefits for employees of Power Financial, and Lifeco and its subsidiaries. These transactions are at
market terms and conditions and are reviewed by the appropriate related party and conduct review committee.

POWER FINANCIAL CORPORATION

In the normal course of business, Great-West Life and Putnam enter into various transactions with related companies
which include providing group insurance benefits and sub-advisory services to other companies within the Power
Financial group of companies. Such transactions are at market terms and conditions. These transactions are reviewed by
the appropriate related party and conduct review committee.

See Note 29 to the Corporation’s 2017 Consolidated Financial Statements for additional information.

Summary of Critical Accounting Estimates and Judgments
In the preparation of the financial statements, management of the Corporation and the managements of its subsidiaries –
Lifeco and IGM – are required to make significant judgments, estimates and assumptions that affect the reported amounts
of assets, liabilities, net earnings, comprehensive income and related disclosures. Key sources of estimation uncertainty
and areas where significant judgments are made by the management of the Corporation and the managements of its
subsidiaries include: the entities to be consolidated, insurance and investment contract liabilities, fair value measurements,
investment impairment, goodwill and intangible assets, income taxes and employee future benefits. These are described
in the Corporation’s 2017 Annual MD&A and in the notes to the 2017 Consolidated Financial Statements. There were no
changes in the Corporation’s critical accounting estimates and judgments in the first quarter of 2018.

Internal Control over Financial Reporting
The Corporation’s internal control over financial reporting is designed to provide reasonable assurance regarding the
reliability of financial reporting and that the preparation of financial statements for external purposes is in accordance
with IFRS. The Corporation’s management, under the supervision of the Chief Executive Officer and the Chief Financial
Officer, is responsible for establishing and maintaining effective internal control over financial reporting. All internal control
systems have inherent limitations and may become ineffective because of changes in conditions. Therefore, even those
systems determined to be effective can provide only reasonable assurance with respect to financial statement preparation
and presentation.
There have been no changes in the Corporation’s internal control over financial reporting during the three-month period
ended March 31, 2018 which have materially affected, or are reasonably likely to materially affect, the Corporation’s internal
control over financial reporting.
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Summary of Quarterly Results
ѵѳѴѻ

ѵѳѴѺ

ѵѳѴѹ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

Ăѷ

ĂѶ

Ăѵ

ĂѴ

Ѵѳӗѷѷѳ

ѴѶӗѹѷѹ

ѴѳӗѼѶѴ

ѴѴӗѻѳѼ

ѴѶӗѹѳѴ

ѻӗѸѺѹ

ѴѷӗѴѳѹ

ѴѶӗѷѺѳ

ѴѵӗѼѺѳ

shareholders)

Ѹѻѹ

ѵѵѸ

ѷѹѶ

ѸѷѸ

ѷѻѷ

ѹѴѹ

ѸѶѼ

ѸѳѸ

ѵѸѼ

per share – basic

ѳӝѻѵ

ѳӝѶѵ

ѳӝѹѸ

ѳӝѺѹ

ѳӝѹѻ

ѳӝѻѹ

ѳӝѺѹ

ѳӝѺѴ

ѳӝѶѹ

per share – diluted

ѳӝѻѵ

ѳӝѶѴ

ѳӝѹѸ

ѳӝѺѹ

ѳӝѹѻ

ѳӝѻѹ

ѳӝѺѹ

ѳӝѺѴ

ѳӝѶѹ

Total revenues [1, 2]
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Net earnings (attributable to common

Adjusted net earnings (attributable to
common shareholders) [3]

Ѹѻѹ

ѸѷѺ

ѷѹѸ

ѹѵѵ

ѸѳѴ

ѸѷѺ

ѸѸѴ

Ѹѹѳ

ѷѺѻ

per share – basic [3]

ѳӝѻѵ

ѳӝѺѺ

ѳӝѹѸ

ѳӝѻѺ

ѳӝѺѳ

ѳӝѺѺ

ѳӝѺѺ

ѳӝѺѻ

ѳӝѹѺ

Թ

ӯѶѵѵ)

ӯѵ)

ӯѺѺ)

ӯѴѺ)

ѹѼ

ӯѴѵ)

ӯѸѸ)

ӯѵѴѼ)

Թ

ӯѳӝѷѸ)

Թ

ӯѳӝѴѴ)

ӯѳӝѳѵ)

ѳӝѳѼ

ӯѳӝѳѴ)

ӯѳӝѳѺ)

ӯѳӝѶѴ)

Other items [3, 4]
per share – basic [3]

[Ѵ] Revenue in the fourth quarter of 2016 is lower due to a decrease in the value of Lifeco’s bond portfolio resulting from increasing interest rates.
[ѵ] Comparative figures restated as a result of IFRS 15; see “Adoption of IFRS 15” section for more details.
[Ѷ] Adjusted net earnings and adjusted net earnings per share attributable to common shareholders, and other items and other items per share are non-IFRS
financial measures. For a definition of these non-IFRS financial measures, please refer to the “Non-IFRS Financial Measures and Presentation” section in this
MD&A.
[ѷ] The Corporation’s share of Lifeco, IGM and Pargesa’s Other items is as follows:
ѵѳѴѻ
ĂѴ

ѵѳѴѺ
Ăѷ

ĂѶ

Ăѵ

ĂѴ

ѵѳѴѹ
Ăѷ

ĂѶ

Ăѵ

ĂѴ

Lifeco
Impact of U.S. tax reform

Թ

ӯѴѷѹ)

Թ

Թ

Թ

Թ

Թ

Թ

Թ

Restructuring charges

Թ

ӯѶ)

Թ

ӯѻѷ)

ӯѵѳ)

ӯѴѹ)

ӯѴѳ)

ӯѶ)

ӯѵ)

Net charge on sale of an equity
investment

Թ

ӯѻѶ)

Թ

Թ

Թ

Թ

Թ

Թ

Թ

Share of IGM’s other items

Թ

ӯѷ)

Թ

Թ

Թ

Թ

Թ

Թ

Թ

Restructuring and other charges

Թ

ӯѺѻ)

Թ

ӯѴѳ)

Թ

Թ

Թ

Թ

Թ

Pension plan

Թ

Թ

Թ

ѵѵ

Թ

Թ

Թ

Թ

Թ

Reduction of income tax estimates

Թ

Թ

Թ

Թ

Թ

ѵѴ

Թ

Թ

Թ

Share of Lifeco’s other items

Թ

ӯѻ)

Թ

ӯѷ)

Թ

Թ

Թ

Թ

Թ

Total – Gains on partial disposal

Թ

Թ

Թ

Թ

Թ

Ѻѷ

Թ

Թ

ѴѳѴ

LafargeHolcim – Impairment charges

Թ

Թ

Թ

Թ

Թ

Թ

Թ

ӯѸѵ)

ӯѶѳѻ)

Engie – Impairment charge and loss
on partial disposal

Թ

Թ

Թ

Թ

Թ

ӯѹ)

Թ

Թ

ӯѼ)

Other (charge) income

Թ

Թ

ӯѵ)

ӯѴ)

Ѷ

ӯѷ)

ӯѵ)

Թ

ӯѴ)

Թ

ӯѶѵѵ)

ӯѵ)

ӯѺѺ)

ӯѴѺ)

ѹѼ

ӯѴѵ)

ӯѸѸ)

ӯѵѴѼ)

IGM

Pargesa
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POWER FINANCIAL CORPORATION
Condensed Consolidated Balance Sheets
(unaudited)
[in millions of Canadian dollars]

Assets
Cash and cash equivalents

March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

Ѵѵѷ,Ѻѵѹ
ѶѴ,ѹѼѵ
ѻ,ѹѸѺ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

Ѵѵѳ,ѷѴѴ
Ѷѳ,ѳѶѸ
ѻ,Ѻѹѻ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

Funds held by ceding insurers
Reinsurance assets [Note 8]
Investments in jointly controlled corporations and associates [Note 6]
Owner-occupied properties and capital assets
Derivative financial instruments
Other assets
Deferred tax assets
Intangible assets
Goodwill
Investments on account of segregated fund policyholders [Note 7]

ѴѺѻ,Ѻѳѳ
Ѵѳ,ѳѺѳ
ѹ,ѵѹѸ
ѷ,Ѷѳѷ
Ѵ,ѴѼѻ
Ѷѻѵ
Ѽ,ѵѳѺ
Ѵ,ѳѺѴ
Ѹ,ѴѴѼ
Ѽ,Ѽѳѻ
ѵѵѴ,ѳѶѴ

ѴѺѵ,ѶѷѸ
Ѽ,ѻѼѶ
Ѹ,ѳѷѸ
ѷ,ѳѴѹ
Ѵ,ѴѺѷ
ѷѵѵ
ѻ,ѶѶѵ
ѼѼѴ
Ѹ,Ѻѷѻ
Ѽ,Ѹѻѳ
ѵѴѺ,ѶѸѺ

Total assets

ѷѸѵ,ѷѴѻ

ѷѷѳ,ѵѵѷ

Liabilities
Insurance contract liabilities [Note 8]
Investment contract liabilities [Note 8]
Obligations to securitization entities
Debentures and other debt instruments [Note 9]
Derivative financial instruments
Other liabilities
Deferred tax liabilities
Insurance and investment contracts on account of segregated fund policyholders [Note 7]

ѴѹѸ,ѹѷѻ
Ѵ,ѺѺѺ
Ѻ,ѹѳѷ
ѻ,Ѵѵѹ
Ѵ,ѸѶѶ
Ѵѳ,Ѽѻѹ
Ѵ,Ѹѳѹ
ѵѵѴ,ѳѶѴ

ѴѸѼ,Ѹѵѷ
Ѵ,ѻѷѴ
Ѻ,ѸѼѹ
Ѻ,Ѽѹѻ
Ѵ,Ѷѹѷ
Ѽ,Ѷѻѳ
Ѵ,ѹѺѳ
ѵѴѺ,ѶѸѺ

Total liabilities

ѷѴѻ,ѵѴѴ

ѷѳѹ,Ѻѳѳ

Equity
Stated capital [Note 10]
Perpetual preferred shares
Common shares
Retained earnings
Reserves

ѵ,ѻѶѳ
ѻѵѹ
ѴѸ,ѵѸѺ
ѵ,Ѵѹѹ

ѵ,ѻѶѳ
ѻѵѹ
ѴѸ,ѶѻѴ
Ѵ,ѷѺѹ

Total shareholders’ equity
Non-controlling interests

ѵѴ,ѳѺѼ
ѴѶ,Ѵѵѻ

ѵѳ,ѸѴѶ
ѴѶ,ѳѴѴ

Total equity
Total liabilities and equity
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Ѹ,ѴѹѶ

Investments [Note 5]
Bonds
Mortgage loans
Shares
Investment properties
Loans to policyholders
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Condensed Consolidated Statements of Earnings
Three months ended March ѶѴ,
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(unaudited)
[in millions of Canadian dollars, except per share amounts]

ѵѳѴѻ

ѵѳѴѺ
[Note Ѷ]

Revenues
Premium income
Gross premiums written
Ceded premiums

Ѽ,ѵѻѻ
(Ѵ,ѴѴѼ)

Ѵѳ,ѷѺѶ
(Ѵ,ѴѴѼ)

Premium income, net

ѻ,ѴѹѼ

Ѽ,ѶѸѷ

Net investment income
Regular net investment income
Change in fair value through profit or loss

Ѵ,ѸѼѳ
(Ѵ,ѷѻѸ)

Ѵ,ѷѹѷ
ѺѶѷ

ѴѳѸ

ѵ,ѴѼѻ

Net investment income
Fee income

ѵ,Ѵѹѹ

ѵ,ѳѷѼ

Ѵѳ,ѷѷѳ

ѴѶ,ѹѳѴ

Expenses
Policyholder benefits
Insurance and investment contracts
Gross
Ceded

Ѻ,ѼѼѹ
(ѹѵѸ)

ѻ,ѸѼѸ
(ѹѴѳ)

Total net policyholder benefits
Policyholder dividends and experience refunds
Change in insurance and investment contract liabilities

Ѻ,ѶѺѴ
ѷѸѻ
(Ѵ,ѳѷѼ)

Ѻ,ѼѻѸ
ѸѸѻ
Ѵ,ѶѴѼ

Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges

ѹ,Ѻѻѳ
ѻѹѷ
Ѵ,ѹѼѵ
Ѵѳѹ

Ѽ,ѻѹѵ
Ѵ,ѳѺѺ
Ѵ,ѹѹѴ
ѴѳѺ

Total expenses

Ѽ,ѷѷѵ

Ѵѵ,ѺѳѺ

ѼѼѻ
Ѹѵ

ѻѼѷ
ѷѼ

Ѵ,ѳѸѳ
ѴѶѵ

ѼѷѶ
ѴѷѶ

Net earnings

ѼѴѻ

ѻѳѳ

Attributable to
Non-controlling interests
Perpetual preferred shareholders
Common shareholders

ѵѼѻ
Ѷѷ
Ѹѻѹ

ѵѻѸ
ѶѴ
ѷѻѷ

ѼѴѻ

ѻѳѳ

ѳ.ѻѵ
ѳ.ѻѵ

ѳ.ѹѻ
ѳ.ѹѻ

Total revenues

Earnings before investments in jointly controlled corporations and associates, and income taxes
Share of earnings of investments in jointly controlled corporations and associates [Note 6]
Earnings before income taxes
Income taxes [Note 15]

Earnings per common share [Note 17]
Net earnings attributable to common shareholders
– Basic
– Diluted
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POWER FINANCIAL CORPORATION

Condensed Consolidated Statements of Comprehensive Income
Three months ended March ѶѴ,

(unaudited)
[in millions of Canadian dollars]

Net earnings

Net unrealized foreign exchange gains (losses) on translation of foreign operations
Unrealized gains (losses) on translation
Unrealized gains (losses) on euro debt designated as hedge of
net investments in foreign operations
Income tax (expense) benefit

Share of other comprehensive income of investments in jointly controlled corporations and associates
Income tax (expense) benefit

Total – items that may be reclassified
Items that will not be reclassified subsequently to net earnings
Actuarial gains (losses) on defined benefit plans [Note 14]
Income tax (expense) benefit
Share of other comprehensive income (losses) of investments
in jointly controlled corporations and associates

ѼѴѻ

ѻѳѳ

(ѻѶ)
Ѵѷ
ѵ
–

ѵѼ
(ѹ)
(ѻ)
ѵ

(ѹѺ)

ѴѺ

ѵѶ
(ѷ)
Ѵѵ
(Ѷ)

ѶѺ
(ѴѴ)
–
–

ѵѻ

ѵѹ

ѺѸѻ

(ѵѷ)

(ѻѳ)
ѴѴ

–
–

ѹѻѼ

(ѵѷ)

ѵѶѹ
(ѹ)

ѵѶѴ
–

ѵѶѳ

ѵѶѴ

ѻѻѳ

ѵѸѳ

ѷѵ
(ѻ)

(ѶѴ)
(ѹ)

–

(Ѵ)

Ѷѷ

(Ѷѻ)

ѼѴѷ

ѵѴѵ

Comprehensive income

Ѵ,ѻѶѵ

Ѵ,ѳѴѵ

Attributable to
Non-controlling interests
Perpetual preferred shareholders
Common shareholders

Ѹѳѻ
Ѷѷ
Ѵ,ѵѼѳ

ѵѻѶ
ѶѴ
ѹѼѻ

Ѵ,ѻѶѵ

Ѵ,ѳѴѵ

Total – items that will not be reclassified
Other comprehensive income
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Net unrealized gains (losses) on cash flow hedges
Unrealized gains (losses)
Income tax (expense) benefit
Realized (gains) losses transferred to net earnings
Income tax expense (benefit)

ѵѳѴѺ

POWER FINANCIAL CORPORATION

Other comprehensive income (loss)
Items that may be reclassified subsequently to net earnings
Net unrealized gains (losses) on available-for-sale assets
Unrealized gains (losses)
Income tax (expense) benefit
Realized (gains) losses transferred to net earnings
Income tax expense (benefit)

ѵѳѴѻ
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POWER FINANCIAL CORPORATION

Condensed Consolidated Statements of Changes in Equity
Stated capital

PART B

POWER FINANCIAL CORPORATION

Three months ended
March 31, 2018
(unaudited)
[in millions of Canadian dollars]

Balance, beginning of year
As previously reported
Change in accounting policy
[Note 3]
Restated balance,
beginning of year

Reserves
Other
comprehensive
Retained
Share-based
income
earnings compensation
[Note Ѵѹ]

Perpetual
preferred
shares

Common
shares

Total

Noncontrolling
interests

Total
equity

ѵ,ѻѶѳ

ѻѵѹ

ѴѸ,ѶѻѴ

ѴѸѼ

Ѵ,ѶѴѺ

Ѵ,ѷѺѹ

ѴѶ,ѳѴѴ

ѶѶ,Ѹѵѷ

–

–

(Ѷѹѳ)

–

–

–

(ѴѼѺ)

(ѸѸѺ)

ѵ,ѻѶѳ

ѻѵѹ

ѴѸ,ѳѵѴ

ѴѸѼ

Ѵ,ѶѴѺ

Ѵ,ѷѺѹ

Ѵѵ,ѻѴѷ

Ѷѵ,ѼѹѺ

Net earnings
Other comprehensive income

–
–

–
–

ѹѵѳ
–

–
–

–
Ѻѳѷ

–
Ѻѳѷ

ѵѼѻ
ѵѴѳ

ѼѴѻ
ѼѴѷ

Comprehensive income

–

–

ѹѵѳ

–

Ѻѳѷ

Ѻѳѷ

Ѹѳѻ

Ѵ,ѻѶѵ

–
–

–
–

(Ѷѷ)
(ѶѳѼ)

–
–

–
–

–
–

–
–

(Ѷѷ)
(ѶѳѼ)

–

–

–

–

–

–

(ѴѼѴ)

(ѴѼѴ)

–
–

–
–

–
–

ѴѶ
(ѵѺ)

–
–

ѴѶ
(ѵѺ)

Ѹ
ѵѺ

Ѵѻ
–

Dividends to shareholders
Perpetual preferred shares
Common shares
Dividends to non-controlling
interests
Share-based compensation
[Note 11]
Stock options exercised
Effects of changes in capital
and ownership of
subsidiaries, and other
Balance, end of period

–

–

(ѷѴ)

–

–

–

(ѶѸ)

(Ѻѹ)

ѵ,ѻѶѳ

ѻѵѹ

ѴѸ,ѵѸѺ

ѴѷѸ

ѵ,ѳѵѴ

ѵ,Ѵѹѹ

ѴѶ,Ѵѵѻ

Ѷѷ,ѵѳѺ

Total

Noncontrolling
interests

Total
equity

Stated capital
Three months ended
March 31, 2017
(unaudited)
[in millions of Canadian dollars]

Balance, beginning of year

Perpetual
preferred
shares

Common
shares

Reserves
Other
comprehensive
Retained
Share-based
income
earnings compensation
[Note Ѵѹ]

ѵ,Ѹѻѳ

ѻѳѸ

Ѵѷ,ѻѷѼ

ѴѸѺ

Ѵ,ѳѼѳ

Ѵ,ѵѷѺ

Ѵѵ,ѺѶѸ

Ѷѵ,ѵѴѹ

Net earnings
Other comprehensive income
(loss)

–

–

ѸѴѸ

–

–

–

ѵѻѸ

ѻѳѳ

–

–

–

–

ѵѴѷ

ѵѴѷ

(ѵ)

ѵѴѵ

Comprehensive income

–

–

ѸѴѸ

–

ѵѴѷ

ѵѴѷ

ѵѻѶ

Ѵ,ѳѴѵ

–
–

–
–

(ѶѴ)
(ѵѼѷ)

–
–

–
–

–
–

–
–

(ѶѴ)
(ѵѼѷ)

–

–

–

–

–

–

(ѴѻѶ)

(ѴѻѶ)

–
–

–
Ѵ

–
–

ѴѺ
(ѶѼ)

–
–

ѴѺ
(ѶѼ)

ѹ
ѶѼ

ѵѶ
Ѵ

Dividends to shareholders
Perpetual preferred shares
Common shares
Dividends to non-controlling
interests
Share-based compensation
[Note 11]
Stock options exercised
Effects of changes in capital
and ownership of
subsidiaries, and other
Balance, end of period
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–

–

ѵѸ

–

Ѽ

Ѽ

Ѻѳ

Ѵѳѷ

ѵ,Ѹѻѳ

ѻѳѹ

ѴѸ,ѳѹѷ

ѴѶѸ

Ѵ,ѶѴѶ

Ѵ,ѷѷѻ

Ѵѵ,ѼѸѳ

Ѷѵ,ѻѷѻ
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POWER FINANCIAL CORPORATION

Condensed Consolidated Statements of Cash Flows
Three months ended March ѶѴ,

(unaudited)
[in millions of Canadian dollars]

Ѵ,ѳѸѳ
(ѴѹѴ)

ѼѷѶ
(ѴѶѷ)

(ѻѳѸ)
ѵѶѴ
ѵѷ
Ѵ,ѷѻѸ
(ѸѼѺ)

Ѵ,ѹѸѵ
ѵѵѸ
ѷѹ
(ѺѶѷ)
(ѷѷѸ)

Ѵ,ѵѵѺ

Ѵ,ѸѸѶ

Financing activities
Dividends paid
By subsidiaries to non-controlling interests
Perpetual preferred shares
Common shares

(ѴѼѴ)
(Ѷѷ)
(ѵѼѷ)

(ѴѻѶ)
(ѶѴ)
(ѵѻѳ)

Issue of common shares by the Corporation [Note 10]
Issue of common shares by subsidiaries
Repurchase of common shares by subsidiaries
Issue of debentures [Note 9]
Redemption of debentures [Note 9]
Change in other debt instruments
Change in obligations to securitization entities and other

(ѸѴѼ)
–
ѴѺ
(ѴѸ)
ѷѼѻ
(ѶѸѳ)
(ѴѴѵ)
Ѵ

(ѷѼѷ)
Ѵ
ѴѴѶ
–
ѹѳѳ
(ѵѻѷ)
–
(ѺѶ)

(ѷѻѳ)

(ѴѶѺ)

ѹ,ѺѶѶ
ѹѹѼ
Ѹѳѻ
Ѷ
(ѵѵѵ)
(Ѻ,ѳѵѴ)
(Ѵ,ѳѼѷ)
(ѹѵѸ)
ѴѹѼ
(ѴѷѼ)

Ѻ,Ѽѵѻ
ѸѹѶ
ѺѺѻ
(ѴѶ)
–
(ѻ,ѹѻѻ)
(ѻѹѴ)
(ѹѷѴ)
–
(ѹѺ)

(Ѵ,ѳѵѼ)

(Ѵ,ѳѳѴ)

Investment activities
Bond sales and maturities
Mortgage loan repayments
Sale of shares
Change in loans to policyholders
Business acquisitions, net of cash and cash equivalents acquired [Note 4]
Investment in bonds
Investment in mortgage loans
Investment in shares
Proceeds from assets held for sale [Note 4]
Investment in investment properties and other
Effect of changes in exchange rates on cash and cash equivalents

Ѵѵѷ

(ѻ)

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year

(ѴѸѻ)
Ѹ,ѶѵѴ

ѷѳѺ
ѷ,ѶѼѹ

Cash and cash equivalents, end of period

Ѹ,ѴѹѶ

ѷ,ѻѳѶ

Net cash from operating activities includes
Interest and dividends received
Interest paid

Ѵ,ѷѶѹ
ѴѴѶ

Ѵ,ѷѳѸ
ѼѺ
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ѵѳѴѺ

POWER FINANCIAL CORPORATION

Operating activities
Earnings before income taxes
Income tax paid, net of refunds
Adjusting items
Change in insurance and investment contract liabilities
Change in funds held by ceding insurers
Change in reinsurance assets
Change in fair value through profit or loss
Other

ѵѳѴѻ
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POWER FINANCIAL CORPORATION

Notes to the Interim Condensed Consolidated Financial Statements (unaudited)

PART B

POWER FINANCIAL CORPORATION

(ALL TABULAR AMOUNTS ARE IN MILLIONS OF CANADIAN DOLLARS, UNLESS OTHERWISE NOTED.)

Note Ѵ

Corporate Information

ѷѳ

Note Ѵѳ

Stated Capital

Ѹѳ

Note ѵ

Basis of Presentation

ѷѴ

Note ѴѴ

Share-Based Compensation

ѸѴ
Ѹѵ

Note Ѷ

Summary of Significant Accounting Policies

ѷѵ

Note Ѵѵ

Capital Management

Note ѷ

Business Acquisitions and Disposal

ѷѸ

Note ѴѶ

Risk Management

ѸѶ

Note Ѹ

Investments

ѷѹ

Note Ѵѷ

Pension Plans and Other Post-Employment Benefits

ѸѼ

Note ѹ

Investments in Jointly Controlled Corporations
and Associates

ѷѹ

Note Ѻ

Segregated Funds

ѷѺ

Note ѻ

Insurance and Investment Contract Liabilities

ѷѼ

Note Ѽ

Debentures and Other Debt Instruments

ѷѼ

Note ѴѸ

Income Taxes

ѹѳ

Note Ѵѹ

Other Comprehensive Income

ѹѳ

Note ѴѺ

Earnings per Share

ѹѴ

Note Ѵѻ

Fair Value Measurement

ѹѴ

Note ѴѼ

Segmented Information

ѹѸ

The following abbreviations are used in these Consolidated Financial Statements:
CALM

Canadian Asset Liability Method

London Life

London Life Insurance Company

Canada Life

The Canada Life Assurance Company

Mackenzie Financial Corporation

China AMC

China Asset Management Co., Ltd.

Mackenzie or
Mackenzie Investments

Great-West Life

The Great-West Life Assurance
Company

Pargesa

Pargesa Holding SA

Parjointco

Parjointco N.V.

IFRS

International Financial Reporting
Standards

Portag3

Portag3 Ventures Limited Partnership

Power Corporation

Power Corporation of Canada

IGM or IGM Financial

IGM Financial Inc.
Investors Group Inc.

Power Financial or
the Corporation

Power Financial Corporation

Investors Group
Irish Life
Lifeco

Irish Life Group Limited
Great-West Lifeco Inc.

Putnam

Putnam Investments, LLC

Wealthsimple

Wealthsimple Financial Corp.

NOTE 1 Corporate Information
Power Financial Corporation is a publicly listed company (TSX: PWF) incorporated and domiciled in Canada and located at
751 Victoria Square, Montréal, Québec, Canada, H2Y 2J3.
Power Financial is a diversified international management and holding company that holds interests, directly or indirectly,
in companies in the financial services sector in Canada, the United States and Europe. Through its investment in Pargesa
Holding SA, Power Financial also has significant holdings based in Europe.
The unaudited Interim Condensed Consolidated Financial Statements (financial statements) of Power Financial as at and
for the three months ended March 31, 2018 were approved by its Board of Directors on May 10, 2018. The Corporation is
controlled by Power Corporation of Canada.
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POWER FINANCIAL CORPORATION

NOTE 2 Basis of Presentation
BASIS OF PRESENTATION

The operating subsidiaries of the Corporation are:
respectively (67.7% and 4.0%, respectively, at December 31, 2017). Lifeco’s major operating subsidiary companies are
Great-West Life, Great-West Financial, London Life, Canada Life, Irish Life and Putnam.
 IGM Financial, a public company in which the Corporation and Great-West Life hold 61.4% and 3.8% of the common
shares, respectively (61.5% and 3.8%, respectively, at December 31, 2017). IGM’s major operating subsidiary companies
are Investors Group and Mackenzie.

 Portag3, an investment fund dedicated to backing innovative financial service companies, in which the Corporation,

PART B

 Lifeco, a public company in which the Corporation and IGM Financial hold 67.7% and 4.0% of the common shares,

POWER FINANCIAL CORPORATION

The financial statements include the accounts of Power Financial and its subsidiaries on a consolidated basis after
elimination of intercompany transactions and balances. Subsidiaries are entities the Corporation controls; (i) when the
Corporation has power over the entity; (ii) it is exposed or has rights to variable returns from its involvement; and (iii) has
the ability to affect those returns through its use of power over the entity. Subsidiaries of the Corporation are consolidated
from the date of acquisition, being the date on which the Corporation obtains control, and continue to be consolidated
until the date such control ceases. The Corporation reassesses whether or not it controls an entity if facts and
circumstances indicate there are changes to one or more of the elements of control.

Lifeco and IGM hold a combined 100% equity interest. Portag3 in turn holds a 23.6% equity interest in Wealthsimple, a
technology-driven investment manager. In addition, the Corporation and IGM also hold equity interests in
Wealthsimple of 14.7% and 43.3%, respectively.
The financial statements of Power Financial include the results of Lifeco and IGM Financial on a consolidated basis; the
amounts shown in the consolidated balance sheets, consolidated statements of earnings, consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated statements of cash flows are
derived from the publicly disclosed consolidated financial statements of Lifeco and IGM Financial, all as at and for the
three months ended March 31, 2018. Certain notes to Power Financial’s financial statements are derived from the notes to
the financial statements of Lifeco and IGM Financial.
Jointly controlled corporations are entities in which unanimous consent is required for decisions relating to relevant
activities. Associates are entities in which the Corporation exercises significant influence over the entity’s operating and
financial policies, without having control or joint control. Investments in jointly controlled corporations and associates are
accounted for using the equity method. Under the equity method, the Corporation recognizes its share of net earnings
(losses), other comprehensive income (loss) and the changes in equity of the jointly controlled corporations and associates.
The Corporation holds a 50% (50% at December 31, 2017) interest in Parjointco, a jointly controlled corporation that is
considered to be a joint venture. Parjointco holds a 55.5% (55.5% at December 31, 2017) equity interest in Pargesa, a public
company. Accordingly, the Corporation accounts for its investment in Parjointco using the equity method.
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POWER FINANCIAL CORPORATION

NOTE 3 Summary of Significant Accounting Policies
The financial statements of Power Financial as at March 31, 2018 have been prepared in accordance with International
Accounting Standard 34 – Interim Financial Reporting (IAS 34) using the same accounting policies, which are consistent
with IFRS, as set out in Note 2 to the consolidated financial statements of the Corporation for the year ended December 31,
2017 except as described below. These financial statements should be read in conjunction with the Corporation’s
consolidated financial statements and notes thereto for the year ended December 31, 2017.

PART B

POWER FINANCIAL CORPORATION

CHANGE IN ACCOUNTING POLICY

IFRS 15 – Revenue from contracts with customers (IFRS 15)
Effective January 1, 2018 the Corporation adopted IFRS 15 which outlines a single comprehensive model for entities to use
in accounting for revenue arising from contracts with customers. The model requires an entity to recognize revenue as the
goods or services are transferred to the customer in an amount that reflects the expected consideration. The revenue
recognition requirements in IFRS 15 do not apply to the revenue arising from insurance contracts, leases and financial
instruments.
The Corporation’s fee income is within the scope of IFRS 15 and primarily includes fees earned from management of
segregated fund assets, management, administration and distribution of mutual fund assets, record keeping, fees earned
on administrative services only for Group health contracts, commissions and fees earned from management services.
Under IFRS 15, the Corporation recognizes revenue on the transfer of services to customers for the amount that reflects the
consideration expected to be received in exchange for those services promised.
IFRS 15 outlines the criteria for the eligibility of capitalizing contract costs as well as provides guidance for costs to fulfill a
contract. In the asset management business, when the customer is determined to be the investment fund, contract costs
related to the distribution of the investment fund must be assessed as a cost of fulfilling a contract.
The Corporation’s subsidiaries previously capitalized all commissions related to the distribution of investment funds and
amortized them over their estimated useful life, not exceeding a period of seven years.
To determine whether sales commissions associated with the distribution of investment funds should be capitalized, the
Corporation and its subsidiaries assess whether the customer is the investment fund or the individual investor. Where it is
determined that the investment fund is the customer, contract costs are expensed as incurred. Where it is determined
that the individual investor is the customer, contract costs are capitalized and amortized over their estimated useful lives,
not exceeding a period of seven years.
The Corporation and its subsidiaries have elected to apply the modified retrospective approach, as permitted by the
transition provisions within IFRS 15. As a result of changes to the treatment of contract costs, Lifeco and IGM have recorded
an adjustment for the derecognition of certain deferred acquisition costs included in other assets, deferred selling
commissions included in intangible assets and related income tax liabilities which resulted in a decrease of $360 million
in the opening retained earnings of the Corporation as at January 1, 2018.
The impact of the change in accounting policy on the consolidated balance sheet is as follows:
December ѶѴ, ѵѳѴѺ Impact of change in
accounting policy
(as previously reported)

Assets
Other assets
Intangible assets – Deferred selling commissions




ѻ,ѶѶѵ
ѺѹѺ


(ѸѼ)
(ѺѳѶ)

January Ѵ, ѵѳѴѻ
(restated)


ѻ,ѵѺѶ
ѹѷ

(Ѻѹѵ)
Liabilities and shareholders’ equity
Deferred tax liabilities
Retained earnings
Non-controlling interests

Ѵ,ѹѺѳ
ѴѸ,ѶѻѴ
ѴѶ,ѳѴѴ

(ѵѳѸ)
(Ѷѹѳ)
(ѴѼѺ)

Ѵ,ѷѹѸ
ѴѸ,ѳѵѴ
Ѵѵ,ѻѴѷ

(Ѻѹѵ)
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POWER FINANCIAL CORPORATION

NOTE 3 Summary of Significant Accounting Policies (continued)
The changes in the carrying value of the deferred selling commissions included in intangible assets on the consolidated
balance sheets are as follows:

Ѵ,ѷѵѼ
(Ѵ,ѶѸѼ)

Ѵ,ѶѺѷ
–

Restated cost, beginning of year
Additions
Disposal/redemption
Other, including write-off of assets fully amortized

Ѻѳ
Ѵѹ
–
–

Ѵ,ѶѺѷ
ѵѺѵ
(ѸѶ)
(Ѵѹѷ)

Cost, end of period

ѻѹ

Ѵ,ѷѵѼ

(ѹѹѵ)
ѹѸѹ

(ѹѷѻ)
–

Restated accumulated amortization, beginning of year
Amortization
Disposal/redemption
Other, including write-off of assets fully amortized

(ѹ)
(Ѷ)
–
–

(ѹѷѻ)
(ѵѳѺ)
ѵѼ
Ѵѹѷ

Accumulated amortization, end of period

(Ѽ)

(ѹѹѵ)

ѺѺ

ѺѹѺ

Cost, beginning of year
As previously reported
Change in accounting policy

Accumulated amortization, beginning of year
As previously reported
Change in accounting policy

Carrying value, end of period

PART B

December ѶѴ,
ѵѳѴѺ

POWER FINANCIAL CORPORATION

March ѶѴ,
ѵѳѴѻ

Comparative figures
In addition, Lifeco has reclassified comparative amounts in the consolidated statements of earnings for the change in
presentation of certain revenues and expenses on a gross or net basis. These changes were mostly related to a change in
the principal versus agent relationship as a result of the guidance prescribed under IFRS 15 in assessing whether the entity
controls the service transferred to the customer. As a result, certain balances within gross premiums written, fee income,
commissions, and operating and administrative expenses were reclassified. These reclassifications were not significant and
did not have an impact on the net earnings. The impact by line items on the consolidated statements of earnings is as
follows:
Amount previously
reported

For the three months ended March 31, 2017

Gross premiums written
Fee income
Commissions
Operating and administrative expenses



Ѵѳ,ѷѻѷ
ѵ,ѳѳѹ
Ѵ,ѳѴѺ
Ѵ,ѹѻѼ
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Reclassification

(ѴѴ)
ѷѶ
ѹѳ
(ѵѻ)

Revised amount
presented

Ѵѳ,ѷѺѶ
ѵ,ѳѷѼ
Ѵ,ѳѺѺ
Ѵ,ѹѹѴ
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NOTE 3 Summary of Significant Accounting Policies (continued)
As a result of the adoption of IFRS 15 the following accounting policy has been changed since December 31, 2017:

PART B

POWER FINANCIAL CORPORATION

Intangible assets – Deferred selling commissions
Commissions are paid on investment product sales where IGM either receives a fee directly from the client or where it
receives a fee directly from the mutual fund.
Commissions paid on investment product sales where IGM receives a fee directly from the client are capitalized and
amortized over their estimated useful lives, not exceeding a period of seven years. IGM regularly reviews the carrying value
of deferred selling commissions with respect to any events or circumstances that indicate impairment. Among the tests
performed by IGM to assess recoverability is the comparison of the future economic benefits derived from the deferred
selling commission asset in relation to its carrying value.
All other commissions paid on investment product sales are expensed as incurred.
USE OF SIGNIFICANT JUDGMENTS, ESTIMATES AND ASSUMPTIONS

In the preparation of the financial statements, management of the Corporation and management of its subsidiaries are
required to make significant judgments, estimates and assumptions that affect the reported amounts of assets, liabilities,
net earnings, comprehensive income and related disclosures. Key sources of estimation uncertainty and areas where
significant judgments have been made by the management of the Corporation and the management of its subsidiaries
are further described in the relevant accounting policies as described in the Corporation’s financial statements and notes
thereto for the year ended December 31, 2017.
FUTURE ACCOUNTING CHANGES

There have been no significant changes to future accounting policies that could impact the Corporation from what was
disclosed in the December 31, 2017 consolidated annual audited financial statements.
Current implication of IFRS 9 – Financial Instruments (IFRS 9)
In July 2014, the IASB issued a final version of IFRS 9, Financial Instruments, which replaces IAS 39, Financial Instruments:
Recognition and Measurement, the current standard for accounting for financial instruments with an effective date of
January 1, 2018.
In September 2016, the IASB issued an amendment to IFRS 4, Insurance Contracts (IFRS 4). The amendment “Applying
IFRS 9, Financial Instruments with IFRS 4, Insurance Contracts” provides qualifying insurance companies with two options
to address the potential volatility associated with implementing the IFRS 9 standard before the new proposed insurance
contract standard is effective. The two options are as follows:

 Deferral Approach: provides the option to defer implementation of IFRS 9 until the year 2021 or the effective date of
the new insurance contract standard, whichever is earlier; or

 Overlay Approach: provides the option to recognize the volatility that could arise when IFRS 9 is applied within other
comprehensive income, rather than profit or loss.
The Corporation qualifies and has elected to apply the deferral approach which permits the adoption of both IFRS 9 and
IFRS 17 Insurance Contracts simultaneously on January 1, 2021.
Pargesa (held through Parjointco), a jointly controlled corporation does not qualify for the exemption and adopted IFRS 9
on January 1, 2018. The Corporation, in accordance with the amendment of IFRS 4 to defer the adoption of IFRS 9, is
permitted but not required to retain the accounting policies applied by an associate or a jointly controlled corporation
which is accounted for using the equity method. The Corporation has decided to continue applying IAS 39 to Pargesa’s
results.
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NOTE 4 Business Acquisitions and Disposal
LIFECO

Retirement Advantage
On January 2, 2018, Lifeco, through its indirect wholly owned subsidiary The Canada Life Group (UK) Ltd., completed the
acquisition of 100% of the outstanding shares of MGM Advantage Holdings Ltd. which operates as Retirement Advantage,
a financial services provider based in the United Kingdom that offers retirement and equity-release services.

Ѵ,Ѻѷѻ
ѺѼѼ
ѼѶѴ
ѵѹѴ
ѼѸѳ
ѷ,ѹѻѼ

Less: liabilities assumed
Insurance contract liabilities
Other liabilities
Insurance and investment contracts on account of segregated fund policyholders

PART B

Assets acquired
Investments
Bonds
Mortgage loans – equity-release mortgages [1]
Reinsurance assets
Cash and cash equivalents and other assets
Investments on account of segregated fund policyholders

POWER FINANCIAL CORPORATION

As at March 31, 2018, the accounting for the acquisition is incomplete pending completion of a comprehensive valuation
of the net assets acquired. The following table summarizes the aggregate amounts preliminarily assigned to the assets
acquired and liabilities assumed:

ѵ,ѸѹѶ
Ѵ,ѳѵѶ
ѼѸѳ
ѷ,ѸѶѹ

Net assets acquired

ѴѸѶ

[Ѵ] Equity-release mortgages are loans provided to seniors who want to continue living in their homes while accessing some of the underlying equity value in
their homes. Loans are typically repaid when the borrower dies or moves into long-term care.

The financial statements at March 31, 2018 reflect Lifeco’s best estimate of the purchase price allocation, which includes
provisional amounts. The comprehensive evaluation of the assets acquired and liabilities assumed, and completion of the
purchase price allocation will be finalized during 2018. The initial amount assigned to goodwill of $240 million on the date
of acquisition will be adjusted during the year.
Revenue and net earnings of Retirement Advantage were not significant to the results of the Corporation.
EverWest Real Estate Partners
On February 2, 2018, Lifeco, through its wholly owned subsidiary GWL Realty Advisors U.S. Inc. completed the acquisition of
EverWest Real Estate Partners, a United States real estate advisor. The acquisition was not material.
Acquisition of PanAgora non-controlling interest
During the first quarter of 2018, Lifeco, through Putnam, acquired the non-controlling interest in PanAgora Asset
Management, Inc. previously held by Nippon Life Insurance Company. This transaction decreased the Corporation’s
retained earnings and non-controlling interests by $38 million and $37 million, respectively, with no impact on net
earnings.
Disposal of assets held for sale
During the first quarter of 2018, Lifeco executed the final sale agreement and disposed of its assets held for sale totalling
$169 million at December 31, 2017. The derecognition of these assets held for sale, included in other assets in the
December 31, 2017 balance sheet, did not have an impact on net earnings for the period ended March 31, 2018.
Subsequent event
On April 20, 2018, Lifeco, through its indirect wholly owned subsidiary Irish Life, entered into an agreement to acquire a
controlling interest in Invesco Ltd (Ireland), an independent financial consultancy firm in Ireland. The acquisition is not
expected to be material.
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NOTE 5 Investments
CARRYING VALUES AND FAIR VALUES

Carrying values and estimated fair values of investments are as follows:

PART B

POWER FINANCIAL CORPORATION

March ѶѴ, ѵѳѴѻ

Bonds
Designated as fair value through profit or loss
Classified as fair value through profit or loss
Available for sale
Loans and receivables
Mortgage loans
Loans and receivables
Designated as fair value through profit or loss [1]
Classified as fair value through profit or loss [2]

December ѶѴ, ѵѳѴѺ

Carrying
value

Fair
value

Carrying
value

Fair
value

Ѽѳ,ѹѻѵ
Ѵ,ѻѵѺ
Ѵѷ,ѳѳѼ
Ѵѻ,ѵѳѻ

Ѽѳ,ѹѻѵ
Ѵ,ѻѵѺ
Ѵѷ,ѳѳѼ
ѴѼ,Ѹѳѻ

ѻѺ,Ѽѻѻ
Ѵ,ѻѶѹ
Ѵѵ,ѹѵѻ
ѴѺ,ѼѸѼ

ѻѺ,Ѽѻѻ
Ѵ,ѻѶѹ
Ѵѵ,ѹѵѻ
ѴѼ,ѷѺѳ

Ѵѵѷ,Ѻѵѹ

Ѵѵѹ,ѳѵѹ

Ѵѵѳ,ѷѴѴ

ѴѵѴ,Ѽѵѵ

Ѷѳ,ѻѷѸ
ѻѶѵ
ѴѸ

ѶѴ,ѸѴѶ
ѻѶѵ
ѴѸ

ѵѼ,Ѻѷѻ
–
ѵѻѺ

Ѷѳ,ѹѻѳ
–
ѵѻѺ

ѶѴ,ѹѼѵ

Ѷѵ,Ѷѹѳ

Ѷѳ,ѳѶѸ

Ѷѳ,ѼѹѺ

Shares
Designated as fair value through profit or loss
Available for sale

ѻ,ѵѷѷ
ѷѴѶ

ѻ,ѵѷѷ
ѷѴѶ

ѻ,ѴѼѷ
ѸѺѷ

ѻ,ѴѼѷ
ѸѺѷ

Investment properties
Loans to policyholders

ѻ,ѹѸѺ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

ѻ,ѹѸѺ
Ѹ,ѵѴѺ
ѻ,ѷѳѻ

ѻ,Ѻѹѻ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

ѻ,Ѻѹѻ
ѷ,ѻѸѴ
ѻ,ѵѻѳ

ѴѺѻ,Ѻѳѳ

Ѵѻѳ,ѹѹѻ

ѴѺѵ,ѶѷѸ

ѴѺѷ,Ѻѻѻ

[Ѵ] Equity-release mortgages acquired with the acquisition of Retirement Advantage [Note ѷ] are designated at fair value through profit or loss. There are no
market observable prices for equity-release mortgages; therefore an internal discounted cash flow model is used to value these assets. These mortgage loans
are included in Level Ѷ of the fair value hierarchy [Note Ѵѻ].
[ѵ] Mortgage loans previously classified as fair value through profit or loss and subsequently reclassified to loans and receivables are now initially classified with
respect to the intent of the loan on origination.

NOTE 6 Investments in Jointly Controlled Corporations and Associates
The carrying values of the investments in jointly controlled corporations and associates are as follows:
March ѶѴ, ѵѳѴѻ

March ѶѴ, ѵѳѴѺ

Parjointco

China AMC

Other

Total

Parjointco

China AMC

Other

Total

Carrying value, beginning of year
Investments
Disposal [1]
Share of earnings
Share of other comprehensive income

Ѷ,ѶѸѷ
–
–
ѷѷ
ѴѼѺ

ѹѷѻ
–
–
ѻ
ѶѼ

Ѵѷ
–
–
–
–

ѷ,ѳѴѹ
–
–
Ѹѵ
ѵѶѹ

ѵ,ѻѴѴ
–
–
ѷѹ
ѵѵѻ

–
–
–
–
–

ѵѼѵ
ѶѸ
(ѵѳѺ)
Ѷ
ѵ

Ѷ,ѴѳѶ
ѶѸ
(ѵѳѺ)
ѷѼ
ѵѶѳ

Carrying value, end of period

Ѷ,ѸѼѸ

ѹѼѸ

Ѵѷ

ѷ,Ѷѳѷ

Ѷ,ѳѻѸ

–

ѴѵѸ

Ѷ,ѵѴѳ

[Ѵ] In the first quarter of ѵѳѴѺ, Lifeco disposed of its investment in Allianz Ireland.
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POWER FINANCIAL CORPORATION

NOTE 7 Segregated Funds
The following presents details of the investments, determined in accordance with the relevant statutory reporting
requirements of each region of Lifeco’s operations, on account of segregated fund policyholders:
INVESTMENTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS

ѴѶ,ѹѺѴ
ѷѶ,ѴѴѶ
ѵ,ѹѹѳ
Ѽѹ,ѷѵѺ
Ѹѷ,ѸѹѸ
ѴѴ,ѻѷѵ

ѴѶ,Ѷѳѳ
ѷѵ,ѵѺѳ
ѵ,ѹѴѳ
ѼѶ,ѷѹѸ
Ѹѷ,ѹѸѻ
ѴѴ,Ѹѵѳ

ѵѵѵ,ѵѺѻ
ѷѸѴ
(ѵ,ѹѸѼ)
ѼѹѴ

ѵѴѺ,ѻѵѶ
ѶѺѶ
(ѵ,ѷѷѴ)
Ѵ,ѹѳѵ

ѵѵѴ,ѳѶѴ

ѵѴѺ,ѶѸѺ

PART B

Accrued income
Other liabilities
Non-controlling mutual fund interest

December ѶѴ,
ѵѳѴѺ

POWER FINANCIAL CORPORATION

Cash and cash equivalents
Bonds
Mortgage loans
Shares and units in unit trusts
Mutual funds
Investment properties

March ѶѴ,
ѵѳѴѻ

INSURANCE AND INVESTMENT CONTRACTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

Balance, beginning of year
Additions (deductions):
Policyholder deposits
Net investment income
Net realized capital gains on investments
Net unrealized capital gains (losses) on investments
Unrealized gains (losses) due to changes in foreign exchange rates
Policyholder withdrawals
Business acquisition [1]
Segregated fund investment in General Fund
General Fund investment in segregated fund
Net transfer from General Fund
Non-controlling mutual fund interest

ѵѴѺ,ѶѸѺ

ѵѳѳ,ѷѳѶ

ѹ,ѷѴѳ
ѷѼѹ
Ѵ,ѸѳѴ
(ѷ,ѻѷѻ)
ѹ,Ѹѻѻ
(ѹ,ѺѼѴ)
ѼѸѳ
Ѷ
(Ѷ)
Ѽ
(ѹѷѴ)

ѹ,ѳѻѵ
ѵѴѸ
Ѵ,ѵѶѸ
Ѷ,ѷѹѴ
(Ѹѵ)
(Ѹ,Ѽѵѻ)
–
(ѶѸ)
(ѵ)
Ѻ
(Ѻѵѳ)

Ѷ,ѹѺѷ

ѷ,ѵѹѶ

Balance, end of period

ѵѵѴ,ѳѶѴ

ѵѳѷ,ѹѹѹ

[Ѵ] Insurance and investment contracts on account of segregated fund policyholders acquired through acquisition of Retirement Advantage [Note ѷ].
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POWER FINANCIAL CORPORATION

NOTE 7 Segregated Funds (continued)
INVESTMENTS ON ACCOUNT OF SEGREGATED FUND POLICYHOLDERS ( by fair value hierarchy level )
March ѶѴ, ѵѳѴѻ

Investments on account of segregated fund policyholders

[1]

Level Ѵ

Level ѵ

Level Ѷ

Total

ѴѶѼ,Ѷѻѷ

Ѻѳ,Ѻѳѳ

Ѵѵ,ѺѳѶ

ѵѵѵ,ѺѻѺ

Level Ѵ

Level ѵ

Level Ѷ

Total

ѴѶѹ,ѷѹѼ

Ѻѳ,ѳѶѷ

Ѵѵ,ѸѺѵ

ѵѴѼ,ѳѺѸ

PART B

POWER FINANCIAL CORPORATION

[Ѵ] Excludes other liabilities, net of other assets, of $Ѵ,ѺѸѹ million.
December ѶѴ, ѵѳѴѺ

Investments on account of segregated fund policyholders

[1]

[Ѵ] Excludes other liabilities, net of other assets, of $Ѵ,ѺѴѻ million.

During the three months ended March 31, 2018, certain foreign equity holdings valued at $175 million were transferred
from Level 1 to Level 2 ($629 million were transferred from Level 1 to Level 2 at December 31, 2017), primarily based on
Lifeco utilizing inputs in addition to quoted prices in active markets for certain foreign stock holdings. Level 2 includes
assets where fair value is not available from normal market pricing sources and where Lifeco does not have visibility
through to the underlying assets. Inputs are utilized in addition to quoted prices in active markets.
The following presents additional information about Lifeco’s investments on account of segregated fund policyholders for
which Lifeco has utilized Level 3 inputs to determine fair value:
March ѶѴ,
ѵѳѴѻ

December ѶѴ,
ѵѳѴѺ

Balance, beginning of year
Total gains included in segregated fund investment income
Purchases
Sales
Transfers into Level 3
Transfers out of Level 3

Ѵѵ,ѸѺѵ
ѶѴѳ
Ѻѹ
(ѵѸѴ)
ѷ
(ѻ)

Ѵѵ,ѳѷѸ
ѷѵѵ
Ѽѵѹ
(ѼѷѶ)
ѴѶѺ
(ѴѸ)

Balance, end of period

Ѵѵ,ѺѳѶ

Ѵѵ,ѸѺѵ

Transfers into Level 3 are due primarily to decreased observability of inputs in valuation methodologies. Transfers out of
Level 3 are due primarily to increased observability of inputs in valuation methodologies as evidenced by corroboration of
market prices with multiple pricing vendors.
Refer to the Lifeco section of the Corporation’s Management’s Discussion and Analysis (Part C) for the three-month period
ended March 31, 2018 and for the year ended December 31, 2017 for further details on Lifeco’s risk and guarantee exposure
and the management of these segregated fund risks.
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NOTE 8 Insurance and Investment Contract Liabilities
INSURANCE AND INVESTMENT CONTRACT LIABILITIES
March ѶѴ, ѵѳѴѻ

Insurance contract liabilities
Investment contract liabilities

Gross
liability

Reinsurance
assets

ѴѹѸ,ѹѷѻ
Ѵ,ѺѺѺ
ѴѹѺ,ѷѵѸ

December ѶѴ, ѵѳѴѺ

Net

Gross
liability

Reinsurance
assets

Net

ѹ,ѵѹѸ
–

ѴѸѼ,ѶѻѶ
Ѵ,ѺѺѺ

ѴѸѼ,Ѹѵѷ
Ѵ,ѻѷѴ

Ѹ,ѳѷѸ
–

ѴѸѷ,ѷѺѼ
Ѵ,ѻѷѴ

ѹ,ѵѹѸ

ѴѹѴ,Ѵѹѳ

ѴѹѴ,ѶѹѸ

Ѹ,ѳѷѸ

ѴѸѹ,Ѷѵѳ

On February 28, 2018, Lifeco issued $500 million of 10-year 3.337% debentures at par, maturing on February 28, 2028.
Interest on the debentures is payable semi-annually in arrears on February 28 and August 28, commencing August 28,
2018 until the date on which the debentures are repaid. The debentures are redeemable at any time prior to
November 28, 2027 in whole or in part at the greater of the Canada Yield Price and par, and on or after November 28, 2027
in whole or in part at par, together in each case with accrued and unpaid interest.

PART B

LIFECO

POWER FINANCIAL CORPORATION

NOTE 9 Debentures and Other Debt Instruments

On March 21, 2018, Lifeco redeemed its 6.14% $200 million debenture notes at their principal amount together with
accrued interest.
Subsequent event
Subsequent to the first quarter of 2018, Great-West Lifeco Finance (Delaware) LP II announced its intention to redeem all
$500 million principal amount of its 7.127% subordinated debentures due June 26, 2068 on June 26, 2018 at a
redemption price equal to 100% of the principal amount of the debentures, plus any accrued interest up to but excluding
the redemption date.

IGM

On March 7, 2018, IGM repaid on maturity, the $150 million 2003 Series 6.58% debentures.
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NOTE 10 Stated Capital
AUTHORIZED

The authorized capital of Power Financial consists of an unlimited number of First Preferred Shares, issuable in series; an
unlimited number of Second Preferred Shares, issuable in series; and an unlimited number of common shares.
ISSUED AND OUTSTANDING

PART B
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March ѶѴ, ѵѳѴѻ
Number
of shares

Stated
capital

December ѶѴ, ѵѳѴѺ
Number
of shares

$

First Preferred Shares (perpetual)
Series A
Series D
Series E
Series F
Series H
Series I
Series K
Series L
Series O
Series P
Series Q
Series R
Series S
Series T
Series V

ѷ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѼѹѸ,ѷѻѸ
ѵ,ѵѶѷ,ѸѴѸ
Ѵѳ,ѳѳѳ,ѳѳѳ
Ѵѵ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ

Ѵѳѳ
ѴѸѳ
ѵѳѳ
ѴѸѳ
ѴѸѳ
ѵѳѳ
ѵѸѳ
ѵѳѳ
ѴѸѳ
ѵѵѷ
Ѹѹ
ѵѸѳ
Ѷѳѳ
ѵѳѳ
ѵѸѳ

Stated
capital
$

ѷ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
ѹ,ѳѳѳ,ѳѳѳ
ѻ,ѼѹѸ,ѷѻѸ
ѵ,ѵѶѷ,ѸѴѸ
Ѵѳ,ѳѳѳ,ѳѳѳ
Ѵѵ,ѳѳѳ,ѳѳѳ
ѻ,ѳѳѳ,ѳѳѳ
Ѵѳ,ѳѳѳ,ѳѳѳ

ѵ,ѻѶѳ

Ѵѳѳ
ѴѸѳ
ѵѳѳ
ѴѸѳ
ѴѸѳ
ѵѳѳ
ѵѸѳ
ѵѳѳ
ѴѸѳ
ѵѵѷ
Ѹѹ
ѵѸѳ
Ѷѳѳ
ѵѳѳ
ѵѸѳ
ѵ,ѻѶѳ

Common Shares
Balance, beginning of year
Issued under Stock Option Plan

ѺѴѶ,ѻѺѴ,ѷѺѼ
–

ѻѵѹ
–

ѺѴѶ,ѵѹѼ,ѹѹѳ
ѹѳѴ,ѻѴѼ

ѻѳѸ
ѵѴ

Balance, end of period

ѺѴѶ,ѻѺѴ,ѷѺѼ

ѻѵѹ

ѺѴѶ,ѻѺѴ,ѷѺѼ

ѻѵѹ

Common Shares
During the three months ended March 31, 2018, no common shares were issued under the Corporation’s Employee Stock
Option Plan (19,039 common shares issued for the three months ended March 31, 2017).
During the three months ended March 31, 2018, dividends declared on the Corporation’s common shares amounted to
$0.4330 per share ($0.4125 per share in 2017).
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NOTE 11 Share-Based Compensation
STOCK OPTION PLAN

Under Power Financial’s Employee Stock Option Plan, 27,723,801 common shares are reserved for issuance.
A summary of the status of Power Financial’s Employee Stock Option Plan as at March 31, 2018 and 2017, and changes
during the periods ended on those dates is as follows:
March ѶѴ, ѵѳѴѺ
Weighted-average
exercise price

Options

$

$

ѴѴ,ѵѼѴ,ѺѺѼ
Ѵ,ѻѳѼ,ѻѻѶ
–
(Ѵ,ѳѸѻ,ѹѸѳ)

Ѷѵ.ѸѼ
ѶѴ.Ѻѻ
–
Ѷѷ.ѻѵ

Ѵѳ,ѷѳѼ,ѹѷѻ
Ѵ,ѷѹѸ,ѼѺѷ
(ѴѼ,ѳѶѼ)
–

Ѷѵ.ѳѷ
ѶѸ.Ѷѹ
Ѷѵ.ѷѹ
–

Outstanding at end of period

Ѵѵ,ѳѷѶ,ѳѴѵ

Ѷѵ.ѵѺ

ѴѴ,ѻѸѹ,ѸѻѶ

Ѷѵ.ѷѸ

Ѹ,ѸѹѴ,ѶѶѺ

Ѷѳ.ѺѼ

Ѹ,ѸѴѷ,ѹѵѼ

Ѷѳ.ѶѺ

Options exercisable at end of period

The exercise price of the 12,043,012 outstanding options ranges from $25.07 to $38.35.

PART B

Outstanding at beginning of year
Granted
Exercised
Expired

POWER FINANCIAL CORPORATION

Options

March ѶѴ, ѵѳѴѻ
Weighted-average
exercise price

Compensation expense
During the three months ended March 31, 2018, Power Financial granted 1,809,883 options (1,465,974 options in 2017)
under its Employee Stock Option Plan.
The fair value of these options was estimated using the Black-Scholes option-pricing model with the following weightedaverage assumptions:
March ѶѴ,
ѵѳѴѻ

Dividend yield
Expected volatility
Risk-free interest rate
Expected life (years)
Fair value per stock option ($/option)
Weighted-average exercise price ($/option)

ѷ.ѷ%
ѴѺ.Ѹ%
ѵ.Ѵ%
Ѽ.ѵ
ѵ.ѻѹ
ѶѴ.Ѻѻ

March ѶѴ,
ѵѳѴѺ

ѷ.Ѵ%
ѴѼ.Ѻ%
Ѵ.Ѹ%
Ѽ.ѳ
Ѷ.ѹѺ
ѶѸ.Ѷѹ

Lifeco and IGM have also established stock option plans pursuant to which options may be granted to certain officers and
employees. In addition, other subsidiaries of the Corporation have established share-based compensation plans.
Compensation expense is recorded based on the fair value of the options or the fair value of the equity investments at the
grant date, amortized over the vesting period. For the three months ended March 31, 2018, total compensation expense
relating to the stock options granted by the Corporation and its subsidiaries amounted to $18 million ($23 million in 2017)
and is recorded in operating and administrative expenses in the statements of earnings.
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NOTE 12 Capital Management
As a holding company, Power Financial’s objectives in managing its capital are to:

 provide attractive long-term returns to shareholders of the Corporation;
 provide sufficient financial flexibility to pursue its growth strategy to invest on a timely basis in its operating companies
and other investments as opportunities present;

 maintain a capital structure that matches the long-term nature of its investments by maximizing the use of permanent

PART B
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capital; and

 maintain an appropriate credit rating to ensure stable access to the capital markets.
The Corporation manages its capital taking into consideration the risk characteristics and liquidity of its holdings. In order
to maintain or adjust its capital structure, the Corporation may adjust the amount of dividends paid to shareholders, return
capital to shareholders or issue capital.
The capital structure of the Corporation consists of debentures, perpetual preferred shares, common shareholders’ equity
and non-controlling interests. The Corporation views perpetual preferred shares as a cost-effective source of permanent
capital. The Corporation is a long-term investor and as such holds positions in long-term investments as well as cash and
fixed income securities for liquidity purposes.
The Board of Directors of the Corporation is responsible for capital management. Management of the Corporation is
responsible for establishing capital management procedures and for implementing and monitoring its capital plans. The
Board of Directors of the Corporation reviews and approves capital transactions such as the issuance, redemption and
repurchase of common shares, perpetual preferred shares and debentures. The boards of directors of the Corporation’s
subsidiaries, as well as those of Pargesa and Groupe Bruxelles Lambert, govern and have the responsibility for their
respective company’s capital management.
The Corporation itself is not subject to externally imposed regulatory capital requirements. However, Lifeco and certain of
its main subsidiaries and IGM’s subsidiaries are subject to regulatory capital requirements and they manage their capital as
described below.

LIFECO

Lifeco manages its capital on both a consolidated basis as well as at the individual operating subsidiary level. The primary
objectives of Lifeco’s capital management strategy are to:

 maintain the capitalization of its regulated operating subsidiaries at a level that will exceed the relevant minimum
regulatory capital requirements in the jurisdictions in which they operate;

 maintain strong credit and financial strength ratings of Lifeco ensuring stable access to capital markets; and
 provide an efficient capital structure to maximize shareholder value in the context of Lifeco’s operational risks and
strategic plans.
Lifeco has established policies and procedures designed to identify, measure and report all material risks. Management of
Lifeco is responsible for establishing capital management procedures for implementing and monitoring the capital plan.
The target level of capitalization for Lifeco and its subsidiaries is assessed by considering various factors such as the
probability of falling below the minimum regulatory capital requirements in the relevant operating jurisdiction, the views
expressed by various credit rating agencies that provide financial strength and other ratings to Lifeco, and the desire to
hold sufficient capital to be able to honour all policyholder and other obligations of Lifeco with a high degree of
confidence.
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NOTE 12 Capital Management (continued)
 In Canada, the Office of the Superintendent of Financial Institutions (OSFI) has established a regulatory capital

IGM’s capital management objective is to maximize shareholder returns while ensuring that it is capitalized in a manner
which appropriately supports regulatory capital requirements, working capital needs and business expansion. IGM’s
capital management practices are focused on preserving the quality of its financial position by maintaining a solid capital
base and a strong balance sheet. IGM regularly assesses its capital management practices in response to changing
economic conditions.

PART B

IGM FINANCIAL
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adequacy measurement for life insurance companies incorporated under the Insurance Companies Act (Canada) and
their subsidiaries. Effective January 1, 2018, OSFI replaced the prior Minimum Continuing Capital and Surplus
Requirements (MCCSR) with the Life Insurance Capital Adequacy Test (LICAT). The LICAT ratio compares the regulatory
capital resources of a company to its Base Solvency Buffer or required capital. The Base Solvency Buffer, defined by
OSFI, is the aggregate of all defined capital requirements multiplied by a scalar of 1.05. The total capital resources are
provided by the sum of available capital, surplus allowance and eligible deposits. OSFI has established a supervisory
target total ratio of 100%, and a supervisory minimum total ratio of 90%. Great-West Life’s consolidated LICAT ratio at
March 31, 2018 was 130%.
 Other foreign operations and foreign subsidiaries of Lifeco are required to comply with local capital or solvency
requirements in their respective jurisdictions.

IGM’s capital is primarily used in its ongoing business operations to support working capital requirements, long-term
investments made by IGM, business expansion and other strategic objectives.
The IGM subsidiaries that are subject to regulatory capital requirements include investment dealers, mutual fund dealers,
exempt market dealers, portfolio managers, investment fund managers and a trust company. These IGM subsidiaries are
required to maintain minimum levels of capital based on either working capital, liquidity or shareholders’ equity. IGM
subsidiaries have complied with all regulatory capital requirements.

NOTE 13 Risk Management
The Corporation and its subsidiaries have established policies, guidelines and procedures designed to identify, measure,
monitor and mitigate risks associated with financial instruments. The key risks related to financial instruments are liquidity
risk, credit risk and market risk.

 Liquidity risk is the risk that the Corporation and its subsidiaries would not be able to meet all cash outflow obligations
as they come due and also the inability to, in a timely manner, raise capital or monetize assets at normal market
conditions.

 Credit risk is the potential for financial loss to the Corporation and its subsidiaries if a counterparty in a transaction fails
to meet its payment obligations. Credit risk can be related to the default of a single debt issuer, variation of credit
spreads on tradable fixed income securities and also counterparty risk which relates to derivative products.

 Market risk is the risk that the market value or future cash flows of a financial instrument will fluctuate as a result of
changes in market factors. Market factors include three types of risks: foreign exchange risk, interest rate risk and equity
risk.
 Foreign exchange risk relates to the Corporation, its subsidiaries and its jointly controlled corporations and associates
operating in different currencies and converting non-Canadian investments and earnings at different points in time
at different foreign exchange levels when adverse changes in foreign currency exchange rates occur.
 Interest rate risk is the risk that the fair value of a financial instrument will fluctuate following changes in the interest
rates.
 Equity risk is the potential loss associated with the sensitivity of the market price of a financial instrument arising
from volatility in equity markets.
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NOTE 13 Risk Management (continued)
This note to the financial statements includes estimates of sensitivities and risk exposure measures for certain risks, such as
the sensitivity due to specific changes in interest rate levels projected and market prices as at the valuation date. Actual
results can differ significantly from these estimates for a variety of reasons, including:

PART B
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 assessment of the circumstances that led to the scenario may lead to changes in (re)investment approaches and






interest rate scenarios considered;
changes in actuarial, investment return and future investment activity assumptions;
actual experience differing from the assumptions;
changes in business mix, effective tax rates and other market factors;
interactions among these factors and assumptions when more than one changes; and
the general limitations of internal models.

For these reasons, the sensitivities should only be viewed as directional estimates of the underlying sensitivities for the
respective factors based on the assumptions outlined above. Given the nature of these calculations, the Corporation
cannot provide assurance that the actual impact on net earnings will be as indicated.

POWER FINANCIAL

Liquidity risk, credit risk and market risk of Power Financial are discussed in the first section of this note. In subsequent
sections, risks related to Lifeco and IGM are discussed.
Liquidity risk
Power Financial is a holding company. As such, corporate cash flows are principally made up of dividends received from
its subsidiaries and a jointly controlled corporation, and income from investments, less operating expenses, financing
charges, income taxes and payment of dividends to its common and preferred shareholders. The ability of Lifeco, IGM and
Parjointco, which are also holding companies, to meet their obligations and pay dividends is dependent upon receipt of
dividends from their own subsidiaries.
The Corporation regularly reviews its liquidity requirements and seeks to maintain a sufficient level of liquidity to meet its
operating expenses, financing charges and payment of preferred share dividends for a reasonable period of time, as
defined in its policies. The ability of Power Financial to arrange additional financing in the future will depend in part upon
prevailing market conditions as well as the business performance of Power Financial and its subsidiaries.
Power Financial’s management of liquidity risk has not changed materially since December 31, 2017.
Credit risk
Fixed income securities and derivatives are subject to credit risk. The Corporation mitigates credit risk on its fixed income
securities by adhering to an investment policy that establishes guidelines which provide exposure limits by defining
admissible securities, minimum rating and concentration limits.
Fixed income securities, which are included in investments and in cash and cash equivalents, consist primarily of bonds,
bankers’ acceptances and highly liquid temporary deposits with Canadian chartered banks and banks in jurisdictions
where Power Financial operates as well as bonds and short-term securities of, or guaranteed by, the Canadian or U.S.
governments. The Corporation regularly reviews the credit ratings of its counterparties. The maximum exposure to credit
risk on these financial instruments is their carrying value.
Derivatives can be also used mainly to mitigate foreign exchange exposures. The Corporation regularly reviews the credit
ratings of derivative financial instrument counterparties. Derivative contracts are over-the-counter with counterparties that
are highly rated financial institutions.
Power Financial’s exposure to and management of credit risk related to cash and cash equivalents, fixed income securities
and derivatives have not changed materially since December 31, 2017.
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NOTE 13 Risk Management (continued)
Market risk
Power Financial’s financial instruments are comprised of cash and cash equivalents, fixed income securities, derivatives
and debentures.
a)

Foreign exchange risk

b)

Interest rate risk

Power Financial’s financial instruments do not have significant exposure to interest rate risk.
c)

PART B

Power Financial is exposed through Parjointco to foreign exchange risk as a result of Parjointco’s investment in Pargesa, a
company whose functional currency is the Swiss franc. Pargesa itself is exposed to foreign exchange risk through its
subsidiary whose functional currency is the euro. Foreign currency translation gains and losses from Pargesa are recorded
in other comprehensive income.

POWER FINANCIAL CORPORATION

In its ongoing operations, Power Financial may hold cash balances denominated in foreign currencies and thus be
exposed to fluctuations in exchange rates. In order to protect against such fluctuations, Power Financial may from time to
time enter into currency-hedging transactions with highly rated financial institutions. As at March 31, 2018, approximately
3% of Power Financial’s cash and cash equivalents and fixed income securities were denominated in U.S. dollars.

Equity risk

Power Financial’s financial instruments do not have significant exposure to equity risk.
Pargesa indirectly holds substantial investments classified as available for sale; unrealized gains and losses on these
investments are recorded in other comprehensive income until realized. These investments are reviewed periodically to
determine whether there is objective evidence of an impairment in value.

LIFECO

The risk committee of the board of directors of Lifeco is responsible for the oversight of Lifeco’s key risks. Lifeco has
established policies and procedures designed to identify, measure and report all material risks. Lifeco’s approach to risk
management has not changed significantly since December 31, 2017. A summary of the risks is presented below. For a
more detailed discussion of Lifeco’s risk governance structure and risk management approach, refer to the Risk
Management note in the Corporation’s December 31, 2017 financial statements.
Liquidity risk
Lifeco has the following policies and procedures in place to manage liquidity risk:

 Lifeco closely manages operating liquidity through cash flow matching of assets and liabilities and forecasting earned
and required yields, to ensure consistency between policyholder requirements and the yield of assets.

 Management of Lifeco closely monitors the solvency and capital positions of its principal subsidiaries opposite liquidity
requirements at the holding company. Additional liquidity is available through established lines of credit or via capital
market transactions. Lifeco maintains committed lines of credit with Canadian chartered banks.
Credit risk
Concentrations of credit risk arise from exposures to a single debtor, a group of related debtors or groups of debtors that
have similar credit risk characteristics in that they operate in the same geographic region or in similar industries. No
significant changes have occurred from the year ended December 31, 2017.
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NOTE 13 Risk Management (continued)

PART B
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Market risk
a) Foreign exchange risk
If the assets backing insurance and investment contract liabilities are not matched by currency, changes in foreign
exchange rates can expose Lifeco to the risk of foreign exchange losses not offset by liability decreases. Lifeco has net
investments in foreign operations. Lifeco’s debt obligations are denominated in Canadian dollars, euros and U.S. dollars. In
accordance with IFRS, foreign currency translation gains and losses from net investments in foreign operations, net of
related hedging activities and tax effects, are recorded in other comprehensive income. Strengthening or weakening of
the Canadian dollar spot rate compared to the U.S. dollar, British pound and euro spot rates impacts Lifeco’s total equity.
Correspondingly, Lifeco’s book value per share and capital ratios monitored by rating agencies are also impacted.

 A 10% weakening of the Canadian dollar against foreign currencies would be expected to increase non-participating
insurance and investment contract liabilities and their supporting assets by approximately the same amount, resulting
in an immaterial change to net earnings.
 A 10% strengthening of the Canadian dollar against foreign currencies would be expected to decrease nonparticipating insurance and investment contract liabilities and their supporting assets by approximately the same
amount, resulting in an immaterial change in net earnings.
b)

Interest rate risk

Projected cash flows from the current assets and liabilities are used in the CALM to determine insurance contract
liabilities. Valuation assumptions have been made regarding rates of returns on supporting assets, fixed income, equity
and inflation. The valuation assumptions use best estimates of future reinvestment rates and inflation assumptions with an
assumed correlation together with margins for adverse deviation set in accordance with professional standards. These
margins are necessary to provide for possibilities of misestimation and/or future deterioration in the best estimate
assumptions and provide reasonable assurance that insurance contract liabilities cover a range of possible outcomes.
Margins are reviewed periodically for continued appropriateness.
Testing under a number of interest rate scenarios (including increasing, decreasing and fluctuating rates) is done to assess
reinvestment risk. The total provision for interest rates is sufficient to cover a broader or more severe set of risks than the
minimum arising from the current Canadian Institute of Actuaries-prescribed scenarios.
The range of interest rates covered by these provisions is set in consideration of long-term historical results and is
monitored quarterly with a full review annually. An immediate 1% parallel shift in the yield curve would not have a material
impact on Lifeco’s view of the range of interest rates to be covered by the provisions. If sustained however, the parallel shift
could impact Lifeco’s range of scenarios covered.
The total provision for interest rates also considers the impact of the Canadian Institute of Actuaries-prescribed scenarios:

 At March 31, 2018 and December 31, 2017, the effect of an immediate 1% parallel increase in the yield curve on the
prescribed scenarios results in interest rate changes to assets and liabilities that will offset each other with no impact to
net earnings.
 At March 31, 2018 and December 31, 2017, the effect of an immediate 1% parallel decrease in the yield curve on the
prescribed scenarios results in interest rate changes to assets and liabilities that will offset each other with no impact to
net earnings.
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NOTE 13 Risk Management (continued)
Another way of measuring the interest rate risk associated with this assumption is to determine the effect on the
insurance and investment contract liabilities impacting the shareholders’ net earnings of a 1% change in Lifeco’s view of
the range of interest rates to be covered by these provisions. The following provides information on the effect of an
immediate 1% increase or 1% decrease in the interest rates at both the low and high end of the range of interest rates
recognized in the provisions:
March ѶѴ, ѵѳѴѻ

c)

(ѵѳѳ)
ѴѷѴ

ѹѺѼ
(ѷѼѸ)

December ѶѴ, ѵѳѴѺ
Ѵ% increase

(ѵѴѸ)
ѴѸѳ

Ѵ% decrease

Ѻѵѳ
(ѸѵѶ)

Equity risk

Lifeco has investment policy guidelines in place that provide for prudent investment in equity markets with clearly defined
limits to mitigate price risk.
The risks associated with segregated fund guarantees have been mitigated through a hedging program for lifetime
Guaranteed Minimum Withdrawal Benefit guarantees using equity futures, currency forwards, and interest rate derivatives.
For policies with segregated fund guarantees, Lifeco generally determines insurance contract liabilities at a conditional tail
expectation of 75 (CTE75) level. In other words, Lifeco determines insurance contract liabilities at a level that covers the
average loss in the worst 25% part of the loss distribution.

PART B

Change in interest rates
Increase (decrease) in non-participating insurance
and investment contract liabilities
Increase (decrease) in net earnings

Ѵ% decrease

POWER FINANCIAL CORPORATION

Ѵ% increase

Some insurance and investment contract liabilities are supported by investment properties, common stocks and private
equities, for example, segregated fund products and products with long-tail cash flows. Generally these liabilities will
fluctuate in line with equity values. However, there may be additional market and liability impacts as a result of changes in
the equity values that will cause the liabilities to fluctuate differently than the equity values. The following provides
information on the expected impacts of a 10% increase or 10% decrease in equity values:
March ѶѴ, ѵѳѴѻ
Ѵѳ% increase

Change in equity values
Increase (decrease) in non-participating insurance
and investment contract liabilities
Increase (decrease) in net earnings

Ѵѳ% decrease

(Ѻѵ)
ѹѴ

ѴѺѳ
(ѴѶѵ)

December ѶѴ, ѵѳѴѺ
Ѵѳ% increase

Ѵѳ% decrease

(Ѹѻ)
ѷѻ

ѴѳѼ
(ѻѸ)

The best estimate return assumptions for equities are primarily based on long-term historical averages. Changes in the
current market could result in changes to these assumptions and will impact both asset and liability cash flows. The
following provides information on the expected impacts of a 1% increase or 1% decrease in the best estimate assumptions:
March ѶѴ, ѵѳѴѻ
Ѵ% increase

Change in best estimate return assumptions for equities
Increase (decrease) in non-participating insurance contract liabilities
Increase (decrease) in net earnings

(ѹѴѳ)
ѷѼѹ
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Ѵ% decrease

ѹѻѶ
(Ѹѷѹ)

December ѶѴ, ѵѳѴѺ
Ѵ% increase

(Ѹѷѵ)
ѷѶѼ

Ѵ% decrease

ѸѼѴ
(ѷѺѳ)
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NOTE 13 Risk Management (continued)
IGM FINANCIAL

The risk management policies and procedures of IGM are discussed further in the IGM section of the Corporation’s
Management’s Discussion and Analysis for the three months ended March 31, 2018, and have not changed significantly
since December 31, 2017. A summary of the risks is presented below:

PART B
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Liquidity risk
IGM’s liquidity management practices include:








Maintaining liquid assets and lines of credit to satisfy near-term liquidity needs.
Ensuring effective controls over liquidity management processes.
Performing regular cash forecasts and stress testing.
Regular assessment of capital market conditions and IGM’s ability to access bank and capital market funding.
Ongoing efforts to diversify and expand long-term mortgage funding sources.
Oversight of liquidity by management and by committees of the board of directors of IGM.

A key liquidity requirement for IGM is the funding of commissions paid on the sale of investment funds. Commissions on
the sale of investment funds continue to be paid from operating cash flows.
IGM also maintains sufficient liquidity to fund and temporarily hold mortgages pending sale or securitization to long-term
funding sources and to manage any derivative collateral requirements related to the mortgage banking operation.
Through its mortgage banking operations, residential mortgages are sold to third parties including certain mutual funds,
institutional investors through private placements, Canadian bank-sponsored securitization trusts, and by issuance and
sale of National Housing Act Mortgage-Backed Securities (NHA MBS), including sales to Canada Housing Trust under the
Canada Mortgage Bond Program (CMB Program). IGM maintains committed capacity within certain Canadian banksponsored securitization trusts.
IGM’s liquidity position and its management of liquidity and funding risk have not changed materially since December 31,
2017.
Credit risk
IGM’s cash and cash equivalents, securities holdings, mortgage portfolios and derivatives are subject to credit risk. IGM
monitors its credit risk management practices on an ongoing basis to evaluate their effectiveness.
IGM manages credit risk related to cash and cash equivalents by adhering to an investment policy that outlines risk
parameters and concentration limits. IGM regularly reviews the credit ratings of its counterparties. The maximum exposure
to credit risk on these financial instruments is their carrying value.
IGM manages credit risk related to residential mortgages through:






adhering to its lending policy and underwriting standards;
its loan servicing capabilities;
use of client-insured mortgage default insurance and mortgage portfolio default insurance held by IGM; and
its practice of originating its mortgages exclusively through its own network of Mortgage Planning Specialists and
Investors Group Consultants as part of a client’s comprehensive financial plan.

IGM’s exposure to and management of credit risk related to cash and cash equivalents, fixed income securities, mortgage
portfolios and derivatives have not changed materially since December 31, 2017.
Market risk
a) Foreign exchange risk
IGM is exposed to foreign exchange risk on its investments in Personal Capital Corporation and China AMC.
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NOTE 13 Risk Management (continued)
b)

Interest rate risk

IGM is exposed to interest rate risk on its loan portfolio and on certain of the derivative financial instruments used in IGM’s
mortgage banking operations.
IGM’s exposure to and management of interest rate risk have not changed materially since December 31, 2017.
c)

Equity risk

Risks related to assets under management
Risks related to the performance of the equity markets, changes in interest rates and changes in foreign currencies relative
to the Canadian dollar can have a significant impact on the level and mix of assets under management. These changes in
assets under management directly impact earnings of IGM.

PART B

IGM sponsors a number of deferred compensation arrangements for employees where payments to participants are
deferred and linked to the performance of the common shares of IGM Financial Inc. IGM hedges its exposure to this risk
through the use of forward agreements and total return swaps.

POWER FINANCIAL CORPORATION

IGM is exposed to equity risk on its equity securities which are classified as either available for sale or fair value through
profit or loss.

NOTE 14 Pension Plans and Other Post-Employment Benefits
The pension plan and other post-employment benefits expense included in net earnings and other comprehensive
income are as follows:
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

ѹѹ
ѻ

ѸѼ
Ѽ

Ѻѷ

ѹѻ

Ѵ
ѷ

Ѵ
Ѷ

Ѹ

ѷ

Expense recognized in net earnings

ѺѼ

Ѻѵ

Remeasurements
Pension plans
Actuarial (gains) losses [1]
Return on assets less (greater) than discount rate
Change in the asset ceiling
Post-employment benefits
Actuarial (gains) losses [1]

(ѻѸ)
ѷѹ
–

Ѵѵѵ
(ѻѼ)
(Ѵѵ)

(Ѷ)

Ѵѳ

Expense (recovery) recognized in other comprehensive income

(ѷѵ)

ѶѴ

Total expense

ѶѺ

ѴѳѶ

Pension plans
Service costs
Net interest cost

Post-employment benefits
Service costs
Net interest cost

[Ѵ] Actuarial gains related to the pension plans and other post-employment benefits for the three months ended March ѶѴ, ѵѳѴѻ are due to an increase in
discount rates since December ѶѴ, ѵѳѴѺ.

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

PCC_QUAT1_Eng02_PFC_2018-05-09_v1.indd B59

B 59

18-05-10 5:39 PM

POWER FINANCIAL CORPORATION

NOTE 15 Income Taxes
INCOME TAX EXPENSE

The components of income tax expense recognized in net earnings are:
Three months ended March ѶѴ,
ѵѳѴѻ

PART B
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Current taxes
Deferred taxes

ѵѳѴѺ




ѴѶѶ
(Ѵ)

ѴѶѶ
Ѵѳ



ѴѶѵ

ѴѷѶ

EFFECTIVE INCOME TAX RATE

The overall effective income tax rate for the Corporation for the three months ended March 31, 2018 was 12.6% compared
to 17.2% for the full year 2017 and 15.2% for the three months ended March 31, 2017.
The effective income tax rates are generally lower than the Corporation’s statutory income tax rate of 26.7% due to nontaxable investment income, lower tax in foreign jurisdictions and the results from the jointly controlled corporations and
associates which are not taxable.

NOTE 16 Other Comprehensive Income
Items that may be reclassified
Items that will not be
subsequently to net earnings reclassified to net earnings

Three months ended March 31, 2018

Investment
revaluation
and cash
flow hedges

Share of
jointly
controlled
Foreign corporations
currency
and
translation
associates

Actuarial
gains
Share of
(losses) on
jointly
defined
controlled
benefit corporations
pension
and
plans
associates

Total

Balance, beginning of year
Other comprehensive income (loss)

Ѽѻ
(ѵѴ)

ѹѹѴ
ѷѻѶ

Ѵ,ѴѶѷ
ѵѴѻ

(ѸѸѺ)
ѵѷ

(ѴѼ)
–

Ѵ,ѶѴѺ
Ѻѳѷ

Balance, end of period

ѺѺ

Ѵ,Ѵѷѷ

Ѵ,ѶѸѵ

(ѸѶѶ)

(ѴѼ)

ѵ,ѳѵѴ

Items that may be reclassified
Items that will not be
subsequently to net earnings reclassified to net earnings

Three months ended March 31, 2017

Investment
revaluation
and cash
flow hedges

Share of
jointly
controlled
Foreign corporations
and
currency
associates
translation

Actuarial
gains
Share of
(losses) on
jointly
defined
controlled
benefit corporations
pension
and
plans
associates

Total

Balance, beginning of year
Other comprehensive income (loss)
Other

(ѺѼ)
ѵѹ
–

Ѵ,ѳѷѻ
(Ѵѻ)
–

ѹѷѻ
ѵѶѳ
–

(ѸѳѴ)
(ѵѶ)
–

(ѵѹ)
(Ѵ)
Ѽ

Ѵ,ѳѼѳ
ѵѴѷ
Ѽ

Balance, end of period

(ѸѶ)

Ѵ,ѳѶѳ

ѻѺѻ

(Ѹѵѷ)

(Ѵѻ)

Ѵ,ѶѴѶ
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NOTE 17 Earnings per Share
The following is a reconciliation of the numerators and the denominators used in the computations of earnings per share:
Three months ended March ѶѴ,
ѵѳѴѻ

ѵѳѴѺ

ѸѴѸ
(ѶѴ)

Net earnings attributable to common shareholders
Dilutive effect of subsidiaries’ outstanding stock options

Ѹѻѹ
(Ѵ)

ѷѻѷ
(Ѵ)

Net earnings adjusted for dilutive effect

ѸѻѸ

ѷѻѶ

Number of common shares [millions]
Weighted average number of common shares outstanding – Basic
Potential exercise of outstanding stock options

ѺѴѶ.Ѽ
ѳ.ѹ

ѺѴѶ.ѵ
ѳ.Ѽ

Weighted average number of common shares outstanding – Diluted

ѺѴѷ.Ѹ

ѺѴѷ.Ѵ

ѳ.ѻѵ
ѳ.ѻѵ

ѳ.ѹѻ
ѳ.ѹѻ

Net earnings per common share
Basic
Diluted

PART B

ѹѵѳ
(Ѷѷ)

POWER FINANCIAL CORPORATION

Earnings
Net earnings attributable to shareholders
Dividends on perpetual preferred shares

For the three months ended March 31, 2018, 7.4 million stock options (3.4 million in 2017) have been excluded from the
computation of diluted earnings per share as they were anti-dilutive.

NOTE 18 Fair Value Measurement
The Corporation’s assets and liabilities recorded at fair value have been categorized based upon the following fair value
hierarchy:

 Level 1 inputs utilize observable, unadjusted quoted prices in active markets for identical assets or liabilities that the
Corporation has the ability to access. Assets and liabilities utilizing Level 1 inputs include actively exchange-traded
equity securities, exchange-traded futures, and mutual and segregated funds which have available prices in an active
market with no redemption restrictions. Level 1 assets also include open-end investment fund units and other liabilities
in instances where there are quoted prices available from active markets.
 Level 2 inputs utilize other-than-quoted prices included in Level 1 that are observable for the asset or liability, either
directly or indirectly. Level 2 inputs include quoted prices for similar assets and liabilities in active markets, and inputs
other-than-quoted prices that are observable for the asset or liability, such as interest rates and yield curves that are
observable at commonly quoted intervals. The fair values for some Level 2 securities were obtained from a pricing
service. The pricing service inputs include, but are not limited to, benchmark yields, reported trades, broker/dealer
quotes, issuer spreads, two-sided markets, benchmark securities, offers and reference data. Level 2 assets and liabilities
include those priced using a matrix which is based on credit quality and average life, government and agency
securities, restricted stock, some private bonds and equities, most investment-grade and high-yield corporate bonds,
most asset-backed securities, most over-the-counter derivatives and mortgage loans. Investment contracts that are
measured at fair value through profit or loss are mostly included in the Level 2 category.
 Level 3 inputs utilize one or more significant inputs that are not based on observable market inputs and include
situations where there is little, if any, market activity for the asset or liability. The values of the majority of Level 3
securities were obtained from single-broker quotes, internal pricing models, external appraisers or by discounting
projected cash flows. Assets and liabilities utilizing Level 3 inputs include certain bonds, certain asset-backed securities,
some private equities, some mortgage loans, investments in mutual and segregated funds where there are redemption
restrictions, certain over-the-counter derivatives, investment properties and equity-release mortgages.
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NOTE 18 Fair Value Measurement

(continued)
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The following table presents the Corporation’s assets and liabilities recorded at fair value, including their levels in the fair
value hierarchy using the valuation methods and assumptions described in the summary of significant accounting policies
of the Corporation’s December 31, 2017 financial statements and above. Fair values are management’s estimates and are
generally calculated using market information at a specific point in time and may not reflect future fair values. The
calculations are subjective in nature, and involve uncertainties and matters of significant judgment.
March 31, 2018

Assets recorded at fair value
Bonds
Fair value through profit or loss
Available for sale
Mortgage loans
Fair value through profit or loss
Shares
Fair value through profit or loss
Available for sale
Investment properties
Funds held by ceding insurers
Derivative instruments
Other assets

Level Ѵ



Liabilities recorded at fair value
Investment contract liabilities
Derivative instruments
Other liabilities

December 31, 2017

Assets recorded at fair value
Bonds
Fair value through profit or loss
Available for sale
Mortgage loans
Fair value through profit or loss
Shares
Fair value through profit or loss
Available for sale
Investment properties
Funds held by ceding insurers
Derivative instruments
Other assets

Liabilities recorded at fair value
Investment contract liabilities
Derivative instruments
Other liabilities



Level ѵ



Total
fair value

Level Ѷ





–
–



Ѽѵ,ѷѷѵ
Ѵѷ,ѳѳѼ

ѹѺ
–

Ѽѵ,ѸѳѼ
Ѵѷ,ѳѳѼ

–

ѴѸ

ѻѶѵ

ѻѷѺ

Ѻ,ѼѹѴ
Ѻ
–
ѻѸ
Ѻ
ѹѴѷ

–
ѹ
–
Ѻ,ѼѶѺ
Ѷѹѵ
ѶѺѸ

ѵѻѶ
ѴѺѻ
Ѹ,ѵѴѺ
–
ѴѶ
–

ѻ,ѵѷѷ
ѴѼѴ
Ѹ,ѵѴѺ
ѻ,ѳѵѵ
Ѷѻѵ
ѼѻѼ

ѻ,ѹѺѷ

ѴѴѸ,Ѵѷѹ

ѹ,ѸѼѳ

ѴѶѳ,ѷѴѳ

–
Ѹ
Ѵѳ

Ѵ,ѺѸѷ
Ѵ,Ѹѵѳ
ѴѵѶ

ѵѶ
ѻ
ѹѹ

Ѵ,ѺѺѺ
Ѵ,ѸѶѶ
ѴѼѼ

ѴѸ

Ѷ,ѶѼѺ

ѼѺ

Ѷ,ѸѳѼ

Level Ѵ

Level ѵ

Level Ѷ

Total
fair value







–
–



ѻѼ,ѺѸѼ
Ѵѵ,ѹѵѻ

ѹѸ
–

ѻѼ,ѻѵѷ
Ѵѵ,ѹѵѻ

–

ѵѻѺ

–

ѵѻѺ

Ѻ,ѼѷѼ
ѹѼ
–
ѴѶѵ
Ѵ
ѸѳѶ

Ѵ
Ѹ
–
Ѻ,ѻѳѹ
ѷѳѼ
ѶѻѼ

ѵѷѷ
ѴѹѼ
ѷ,ѻѸѴ
–
Ѵѵ
–

ѻ,ѴѼѷ
ѵѷѶ
ѷ,ѻѸѴ
Ѻ,ѼѶѻ
ѷѵѵ
ѻѼѵ

ѻ,ѹѸѷ

ѴѴѴ,ѵѻѷ

Ѹ,ѶѷѴ

ѴѵѸ,ѵѺѼ

–
ѵ
Ѽ

Ѵ,ѻѴѼ
Ѵ,ѶѸѷ
–

ѵѵ
ѻ
ѹѵ

Ѵ,ѻѷѴ
Ѵ,Ѷѹѷ
ѺѴ

ѴѴ

Ѷ,ѴѺѶ

Ѽѵ

Ѷ,ѵѺѹ

There were no significant transfers between Level 1 and Level 2 in these periods.
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NOTE 18 Fair Value Measurement

(continued)

The following table presents additional information about assets and liabilities measured at fair value on a recurring basis
for which the Corporation and its subsidiaries have utilized Level 3 inputs to determine fair value for the three months
ended March 31, 2018 and 2017.
Bonds
Three months ended
March 31, 2018

Mortgages

Shares

Fair value
Fair value
Fair value
through
through
through
profit or loss profit or loss profit or loss

Available
for sale

Investment
properties

Derivatives,
net

Other Investment
assets
contract
(liabilities)
liabilities

Total

–

ѵѷѷ

ѴѹѼ

ѷ,ѻѸѴ

ѷ

(ѹѵ)

(ѵѵ)

Ѹ,ѵѷѼ


(Ѵ)


(ѴѺ)

ѻ

–

Ѹѻ

(Ѷ)

–

–

ѷѸ

Ѷ

ѸѴ

Ѵ

Ѷ

ѴѻѺ

–

–

–

ѵѷѸ

–
–
–
–
–

ѺѼѼ
Ѵѳ
(ѴѴ)
–
–

–
Ѷѳ
–
–
–

–
ѻ
(ѵ)
–
–

–
ѴѶѶ
(Ѵѵ)
–
–

–
–
–
ѷ
–

–
–
–
–
(ѷ)

–
–
–
–
(Ѵ)

ѺѼѼ
ѴѻѴ
(ѵѸ)
ѷ
(Ѹ)

Balance, end of period

ѹѺ

ѻѶѵ

ѵѻѶ

ѴѺѻ

Ѹ,ѵѴѺ

Ѹ

(ѹѹ)

(ѵѶ)

ѹ,ѷѼѶ

Bonds

Mortgages

Available
for sale

Investment
properties

Derivatives,
net

Other Investment
assets
contract
(liabilities)
liabilities

Total

Three months ended
March 31, 2017

Balance, beginning of year
Total gains (losses)
In net earnings
In other comprehensive
income [1]
Purchases
Sales
Other
Transfers into Level 3 [2]
Transfers out of Level 3 [3]
Balance, end of period
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Balance, beginning of year
Total gains (losses)
In net earnings
In other comprehensive
income [1]
Business acquisition
[Note 4]
Purchases
Sales
Settlements
Other

Shares

Fair value
Fair value
Fair value
through
through
through
profit or loss profit or loss profit or loss

Ѵ

–

ѻѴ

ѴѵѼ

ѷ,Ѷѷѳ

(ѵѶ)

Ѵ

(ѵѳ)

ѷ,ѸѳѼ


–


–

ѵ

–

Ѷѵ

(ѷ)

–

–

Ѷѳ

–
–
–
–
ѸѼ
(Ѵ)

–
–
–
–
–
–

–
Ѹѷ
(ѻ)
–
ѷ
–

(ѵ)
Ѵ
–
–
–
–

Ѵѹ
ѶѶ
–
–
–
–

–
–
–
–
–
ѷ

–
–
–
–
–
–

–
–
–
(Ѷ)
–
–

Ѵѷ
ѻѻ
(ѻ)
(Ѷ)
ѹѶ
Ѷ

ѸѼ

–

ѴѶѶ

Ѵѵѻ

ѷ,ѷѵѴ

(ѵѶ)

Ѵ

(ѵѶ)

ѷ,ѹѼѹ

[Ѵ] Amount of other comprehensive income includes unrealized gains (losses) on foreign exchange.
[ѵ] Transfers into Level Ѷ are due primarily to decreased observability of inputs in valuation methodologies.
[Ѷ] Transfers out of Level Ѷ are due primarily to increased observability of inputs in valuation methodologies as evidenced by corroboration of market prices with
multiple pricing vendors or the lifting of redemption restrictions on investments in mutual funds and segregated funds.
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NOTE 18 Fair Value Measurement

(continued)

Type of asset

Valuation approach

Investment properties

Investment property valuations
are generally determined using
property valuation models
based on expected
capitalization rates and models
that discount expected future
net cash flows. The
determination of the fair value
of investment property requires
the use of estimates such as
future cash flows (such as future
leasing assumptions, rental
rates, capital and operating
expenditures) and discount,
reversionary and overall
capitalization rates applicable
to the asset based on current
market rates.

POWER FINANCIAL CORPORATION

PART B

The following table sets out information about significant unobservable inputs used at period-end in measuring assets and
liabilities categorized as Level 3 in the fair value hierarchy.
Significant
unobservable input

Input value

Discount rate

Range of 2.5% – 10.3%

Inter-relationship between key
unobservable inputs and fair
value measurement

A decrease in the discount
rate would result in an
increase in fair value.
An increase in the
discount rate would result
in a decrease in fair value.

Reversionary rate

Range of 4.0% – 7.5%

A decrease in the
reversionary rate would
result in an increase in fair
value.
An increase in the
reversionary rate would
result in a decrease in
fair value.

Vacancy rate

Weighted average of 2.1% A decrease in the
expected vacancy rate
would generally result in
an increase in fair value.
An increase in the
expected vacancy rate
would generally result in
a decrease in fair value.

Mortgage loans
(fair value through
profit or loss)

The valuation approach for
equity-release mortgages is to
use an internal valuation model
to determine the projected
asset cash flows, including the
stochastically calculated cost of
the no-negative-equity
guarantee for each individual
loan, to aggregate these across
all loans and to discount those
cash flows back to the valuation
date. The projection is done
monthly until expected
redemption of the loan either
voluntarily or on the
death/entering into long-term
care of the loanholders.
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Discount rate

4.25%

A decrease in the discount
rate would result in an
increase in fair value.
An increase in the
discount rate would result
in a decrease in fair value.
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NOTE 19 Segmented Information
The Corporation’s reportable operating segments are Lifeco, IGM Financial and Pargesa. These reportable segments reflect
Power Financial’s management structure and internal financial reporting. The Corporation evaluates the performance
based on the operating segment’s contribution to earnings. The following provides a brief description of the three
reportable operating segments:

 Lifeco is a financial services holding company with interests in life insurance, health insurance, retirement and

PART B

POWER FINANCIAL CORPORATION

investment management services, asset management and reinsurance businesses primarily in Canada, the United
States and Europe.
 IGM Financial is a financial services company operating in Canada primarily within the advice segment of the financial
services market. IGM earns revenues from a range of sources, but primarily from management fees, which are charged
to its mutual funds for investment advisory and management services. IGM also earns revenues from fees charged to its
mutual funds for administrative services.
 Pargesa is held through Parjointco. Pargesa is a holding company with diversified interests in Europe-based companies
active in various sectors: minerals-based specialty solutions for industry; testing, inspection and certification; cement,
aggregates and concrete; wines and spirits; design and distribution of sportswear; materials technology and recycling of
precious metals; oil, gas and chemical industries; a global luxury brand; disposable hygiene products; supplier of
equipment and project management for a wide range of processing industries primarily in the food and beverage
sectors; and operation of regional leisure parks.
The column entitled “Corporate” is comprised of corporate activities of Power Financial and the results of Wealthsimple
and Portag3. This column also includes consolidation elimination entries.
The contribution to earnings of each segment includes the share of net earnings resulting from the investments that
Lifeco and IGM have in each other as well as certain consolidation adjustments.
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NOTE 19 Segmented Information (continued)
CONSOLIDATED NET EARNINGS
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Three months ended March 31, 2018

Lifeco

IGM[Ѵ]

Pargesa

Corporate

Total

Revenues
Premium income, net
Net investment income
Fee income

ѻ,ѴѺѷ
ѻѹ
Ѵ,ѷѶѶ

–
ѷѷ
ѺѸѺ

–
–
–

(Ѹ)
(ѵѸ)
(ѵѷ)

ѻ,ѴѹѼ
ѴѳѸ
ѵ,Ѵѹѹ

Total revenues

Ѽ,ѹѼѶ

ѻѳѴ

–

(Ѹѷ)

Ѵѳ,ѷѷѳ

Expenses
Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges

ѹ,Ѻѻѳ
ѸѼѷ
Ѵ,ѷѳѺ
ѺѴ

–
ѵѻѹ
ѵѸѶ
Ѷѳ

–
–
–
–

–
(Ѵѹ)
Ѷѵ
Ѹ

ѹ,Ѻѻѳ
ѻѹѷ
Ѵ,ѹѼѵ
Ѵѳѹ

Total expenses

ѻ,ѻѸѵ

ѸѹѼ

–

ѵѴ

Ѽ,ѷѷѵ

Earnings before investments in jointly controlled
corporations and associates,
and income taxes
Share of earnings (losses) of investments in
jointly controlled corporations and associates

ѻѷѴ

ѵѶѵ

–

(ѺѸ)

ѼѼѻ

–

ѻ

ѷѷ

–

Ѹѵ

Earnings before income taxes
Income taxes

ѻѷѴ
ѺѺ

ѵѷѳ
Ѹѵ

ѷѷ
–

(ѺѸ)
Ѷ

Ѵ,ѳѸѳ
ѴѶѵ

Net earnings

Ѻѹѷ

Ѵѻѻ

ѷѷ

(Ѻѻ)

ѼѴѻ

Attributable to
Non-controlling interests
Perpetual preferred shareholders
Common shareholders

ѵѹѼ
–
ѷѼѸ

ѻѴ
–
ѴѳѺ

–
–
ѷѷ

(Ѹѵ)
Ѷѷ
(ѹѳ)

ѵѼѻ
Ѷѷ
Ѹѻѹ

Ѻѹѷ

Ѵѻѻ

ѷѷ

(Ѻѻ)

ѼѴѻ

[Ѵ] Results reported by IGM include an adjustment for the adoption of IFRS Ѽ related to the classification of mortgage loans. As the Corporation has not yet
adopted IFRS Ѽ, this impact has been adjusted by the Corporation on consolidation and included in “Corporate”.
Three months ended March 31, 2017 [Note 3]

Revenues
Premium income, net
Net investment income
Fee income
Total revenues
Expenses
Total paid or credited to policyholders
Commissions
Operating and administrative expenses
Financing charges
Total expenses

Lifeco

IGM

Pargesa

Corporate

Total

Ѽ,ѶѸѷ
ѵ,Ѵѻѹ
Ѵ,Ѷѷѻ

–
ѷѻ
Ѻѷѵ

–
–
–

–
(Ѷѹ)
(ѷѴ)

Ѽ,ѶѸѷ
ѵ,ѴѼѻ
ѵ,ѳѷѼ

Ѵѵ,ѻѻѻ

ѺѼѳ

–

(ѺѺ)

ѴѶ,ѹѳѴ

Ѽ,ѻѹѵ
ѻѴѶ
Ѵ,ѷѴѳ
Ѻѹ

–
ѵѼѳ
ѵѷѺ
ѵѺ

–
–
–
–

–
(ѵѹ)
ѷ
ѷ

Ѽ,ѻѹѵ
Ѵ,ѳѺѺ
Ѵ,ѹѹѴ
ѴѳѺ

Ѵѵ,ѴѹѴ

Ѹѹѷ

–

(Ѵѻ)

Ѵѵ,ѺѳѺ

Earnings before investments in jointly controlled
corporations and associates,
and income taxes
Share of earnings (losses) of investments in
jointly controlled corporations and associates

ѺѵѺ

ѵѵѹ

–

(ѸѼ)

ѻѼѷ

Ѵѻ

–

ѷѹ

(ѴѸ)

ѷѼ

Earnings before income taxes
Income taxes

ѺѷѸ
Ѽѹ

ѵѵѹ
ѷѺ

ѷѹ
–

(Ѻѷ)
–

ѼѷѶ
ѴѷѶ

Net earnings

ѹѷѼ

ѴѺѼ

ѷѹ

(Ѻѷ)

ѻѳѳ

Attributable to
Non-controlling interests
Perpetual preferred shareholders
Common shareholders

ѵѸѳ
–
ѶѼѼ

ѺѸ
–
Ѵѳѷ

–
–
ѷѹ

(ѷѳ)
ѶѴ
(ѹѸ)

ѵѻѸ
ѶѴ
ѷѻѷ

ѹѷѼ

ѴѺѼ

ѷѹ

(Ѻѷ)

ѻѳѳ
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NOTE 19 Segmented Information (continued)
TOTAL ASSETS
March 31, 2018

Lifeco

December 31, 2017

Invested assets (including cash
and cash equivalents)
Investments in jointly controlled corporations
and associates
Other assets
Goodwill and intangible assets
Investments on account of segregated fund
policyholders
Total assets [1]

Corporate

Total

ѴѺѶ,ѻѺѴ

ѻ,ѼѴѻ

–

Ѵ,ѳѺѷ

ѴѻѶ,ѻѹѶ

ѵ
ѵѺ,ѳѴѶ
Ѵѳ,Ѻѹѵ

ѹѼѸ
Ѵ,ѳѺѶ
ѷ,ѳѼѼ

Ѷ,ѸѼѸ
–
–

Ѵѵ
ѴѳѺ
Ѵѹѹ

ѷ,Ѷѳѷ
ѵѻ,ѴѼѶ
ѴѸ,ѳѵѺ

ѵѵѴ,ѳѶѴ

–

–

–

ѵѵѴ,ѳѶѴ

ѷѶѵ,ѹѺѼ

Ѵѷ,ѺѻѸ

Ѷ,ѸѼѸ

Ѵ,ѶѸѼ

ѷѸѵ,ѷѴѻ

Lifeco

IGM

Pargesa

Corporate

Total

ѴѹѺ,ѷѻѳ

Ѽ,ѳѺѶ

–

Ѵ,ѴѴѶ

ѴѺѺ,ѹѹѹ

ѵ
ѵѷ,ѹѶѸ
Ѵѳ,ѶѺѴ

ѹѷѻ
Ѵ,ѴѶѼ
ѷ,ѺѻѼ

Ѷ,ѶѸѷ
–
–

Ѵѵ
ѻѶ
Ѵѹѻ

ѷ,ѳѴѹ
ѵѸ,ѻѸѺ
ѴѸ,Ѷѵѻ

ѵѴѺ,ѶѸѺ

–

–

–

ѵѴѺ,ѶѸѺ

ѷѴѼ,ѻѷѸ

ѴѸ,ѹѷѼ

Ѷ,ѶѸѷ

Ѵ,ѶѺѹ

ѷѷѳ,ѵѵѷ

PART B

Total assets [1]

Pargesa

POWER FINANCIAL CORPORATION

Invested assets (including cash
and cash equivalents)
Investments in jointly controlled corporations
and associates
Other assets
Goodwill and intangible assets
Investments on account of segregated fund
policyholders

IGM[ѵ]

[Ѵ] Total assets of Lifeco and IGM operating segments include the allocation of goodwill and certain consolidation adjustments.
[ѵ] Assets reported by IGM include an adjustment for the adoption of IFRS Ѽ related to the classification of mortgage loans. As the Corporation has not yet
adopted IFRS Ѽ, this impact has been adjusted by the Corporation on consolidation and included in “Corporate”.
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Great-West Lifeco Inc.
PART C

Management’s Discussion and Analysis
PAGE C 2

Financial Statements and Notes
PAGE C 38

The attached documents concerning Great-West Lifeco Inc. are documents prepared
and publicly disclosed by such subsidiary. Certain statements in the attached
documents, other than statements of historical fact, are forward-looking statements
based on certain assumptions and reﬂect the current expectations of the subsidiary
as set forth therein. Forward-looking statements are provided for the purposes of
assisting the reader in understanding the subsidiary’s ﬁnancial performance, ﬁnancial
position and cash ﬂows as at and for the periods ended on certain dates and to
present information about the subsidiary’s management’s current expectations and
plans relating to the future and the reader is cautioned that such statements may not
be appropriate for other purposes.

PART C

GREAT-WEST LIFECO INC.

Please note that the bottom of each page in Part C contains two different page
numbers. A page number with the preﬁx “C” refers to the number of such page in
this document and the page number without any preﬁx refers to the number of such
page in the original document issued by Great-West Lifeco Inc.

By its nature, forward-looking information is subject to inherent risks and uncertainties
that may be general or speciﬁc and which give rise to the possibility that expectations,
forecasts, predictions, projections or conclusions will not prove to be accurate, that
assumptions may not be correct and that objectives, strategic goals and priorities
will not be achieved.
For further information provided by the subsidiary as to the material factors
that could cause actual results to differ materially from the content of
forward-looking statements, the material factors and assumptions that were
applied in making the forward-looking statements, and the subsidiary’s policy
for updating the content of forward-looking statements, please see the
attached documents, including the section entitled Cautionary Note Regarding
Forward-Looking Information. The reader is cautioned to consider these
factors and assumptions carefully and not to put undue reliance on forward-looking
statements.
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BCPVUUIF$PNQBOZTPQFSBUJPOT CVTJOFTT GJOBODJBMDPOEJUJPO FYQFDUFEGJOBODJBMQFSGPSNBODF JODMVEJOHSFWFOVFT FBSOJOHTPS
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EFTDSJCFEJOUIF*OUFSOBUJPOBM'JOBODJBM3FQPSUJOH4UBOEBSETTFDUJPOBOEJOOPUFUPUIF$PNQBOZTDPOEFOTFEDPOTPMJEBUFEJOUFSJNVOBVEJUFEGJOBODJBMTUBUFNFOUT
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$PNQBOZ`TNPSUHBHFTQFDJBMJTUTJOBDDPSEBODFXJUIXFMMFTUBCMJTIFEVOEFSXSJUJOHTUBOEBSETBOEBSFXFMMEJWFSTJGJFE
BDSPTTFBDIHFPHSBQIJDSFHJPO JODMVEJOHTQFDJGJDEJWFSTJGJDBUJPOSFRVJSFNFOUTGPSOPOJOTVSFENPSUHBHFT8JUIUIF
BDRVJTJUJPO PG 3FUJSFNFOU"EWBOUBHF JO UIF &VSPQF TFHNFOU  UIF $PNQBOZ BDRVJSFE B QPSUGPMJP PG FRVJUZ SFMFBTF
NPSUHBHFT XIJDIBSFMPBOTQSPWJEFEUPTFOJPSTXIPXBOUUPDPOUJOVFMJWJOHJOUIFJSIPNFTXIJMFBDDFTTJOHTPNFPG
UIFVOEFSMZJOHFRVJUZWBMVFJOUIFJSIPNFT-PBOTBSFUZQJDBMMZSFQBJEXIFOUIFCPSSPXFSEJFTPSNPWFTJOUPMPOHUFSN
DBSF

%FDFNCFS 
5PUBM
 

 

a
a
 

 


5IFUPUBMNPSUHBHFQPSUGPMJPXBTCJMMJPOPSPGJOWFTUFEBTTFUTBU.BSDI  VQGSPNCJMMJPOPS
PGJOWFTUFEBTTFUTBU%FDFNCFS 5IFJODSFBTFJTQSJNBSJMZEVFUPUIFFRVJUZSFMFBTFNPSUHBHFTBDRVJSFE
JOUIF3FUJSFNFOU"EWBOUBHFBDRVJTJUJPO OFUDPNNFSDJBMNPSUHBHFPSJHJOBUJPOT BOEUIFFGGFDUPGDVSSFODZNPWFNFOU
BTUIF#SJUJTIQPVOEBOE64EPMMBSTUSFOHUIFOFEBHBJOTUUIF$BOBEJBOEPMMBS5IFFRVJUZSFMFBTFNPSUHBHFTIBWFB
XFJHIUFEBWFSBHFMPBOUPWBMVFPG5PUBMJOTVSFEMPBOTXFSFCJMMJPOPSPGUIFNPSUHBHFQPSUGPMJP
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

4JOHMFGBNJMZSFTJEFOUJBMNPSUHBHFT
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3FHJPO
0OUBSJP
2VFCFD
"MCFSUB
#SJUJTI$PMVNCJB
/FXGPVOEMBOE
4BTLBUDIFXBO
/PWB4DPUJB
/FX#SVOTXJDL
.BOJUPCB
0UIFS
5PUBM





.BSDI 
 


















a
 






%FDFNCFS 
 


















a
 


%VSJOHUIFUISFFNPOUITFOEFE.BSDI  TJOHMFGBNJMZNPSUHBHFPSJHJOBUJPOT JODMVEJOHSFOFXBMT XFSF
NJMMJPO PGXIJDIXFSFJOTVSFE*OTVSFENPSUHBHFTJODMVEFNPSUHBHFTXIFSFJOTVSBODFJTQSPWJEFECZBUIJSEQBSUZ
BOEQSPUFDUTUIF$PNQBOZJOUIFFWFOUUIBUUIFCPSSPXFSJTVOBCMFUPGVMGJMMUIFJSNPSUHBHFPCMJHBUJPOT-PBOTUIBUBSF
JOTVSFEBSFTVCKFDUUPUIFSFRVJSFNFOUTPGUIFNPSUHBHFEFGBVMUJOTVSBODFQSPWJEFS'PSOFXPSJHJOBUJPOTPGOPOJOTVSFE
SFTJEFOUJBMNPSUHBHFT UIF$PNQBOZ`TJOWFTUNFOUQPMJDJFTMJNJUUIFBNPSUJ[BUJPOQFSJPEUPBNBYJNVNPGZFBSTBOE
UIFMPBOUPWBMVFSBUJPUPBNBYJNVNPGPGUIFQVSDIBTFQSJDFPSDVSSFOUBQQSBJTFEWBMVFPGUIFQSPQFSUZ5IF
XFJHIUFEBWFSBHFSFNBJOJOHBNPSUJ[BUJPOQFSJPEGPSUIFTJOHMFGBNJMZSFTJEFOUJBMNPSUHBHFQPSUGPMJPXBTZFBSTBT
BU.BSDI 
1SPWJTJPOGPSGVUVSFDSFEJUMPTTFT
"TBDPNQPOFOUPGJOTVSBODFDPOUSBDUMJBCJMJUJFT UIFUPUBMBDUVBSJBMQSPWJTJPOGPSGVUVSFDSFEJUMPTTFTJTEFUFSNJOFE
DPOTJTUFOUXJUIUIF$BOBEJBO*OTUJUVUFPG"DUVBSJFT4UBOEBSETPG1SBDUJDFBOEJODMVEFTQSPWJTJPOTGPSBEWFSTFEFWJBUJPO
"U.BSDI  UIFUPUBMBDUVBSJBMQSPWJTJPOGPSGVUVSFDSFEJUMPTTFTJOJOTVSBODFDPOUSBDUMJBCJMJUJFTXBT NJMMJPO
DPNQBSFEUP NJMMJPOBU%FDFNCFS  BOJODSFBTFPGNJMMJPO QSJNBSJMZEVFUPUIFJNQBDUPGDVSSFODZ
NPWFNFOUBOEUIFBDRVJTJUJPOPG3FUJSFNFOU"EWBOUBHF
5IFBHHSFHBUFPGJNQBJSNFOUQSPWJTJPOTPGNJMMJPO NJMMJPOBU%FDFNCFS  BOEBDUVBSJBMQSPWJTJPOTGPS
GVUVSFDSFEJUMPTTFTJOJOTVSBODFDPOUSBDUMJBCJMJUJFTPG NJMMJPO  NJMMJPOBU%FDFNCFS  SFQSFTFOUT
PGCPOEBOENPSUHBHFBTTFUT JODMVEJOHGVOETIFMECZDFEJOHJOTVSFST BU.BSDI  BU%FDFNCFS
 
6OJUFE,JOHEPNQSPQFSUZSFMBUFEFYQPTVSFT
"U.BSDI  UIF$PNQBOZTIPMEJOHTPGQSPQFSUZSFMBUFEJOWFTUNFOUTJOUIF6,XFSFCJMMJPO CJMMJPO
BU%FDFNCFS  PSPGJOWFTUFEBTTFUT5IFCJMMJPOJODSFBTFGSPN%FDFNCFS XBTQSJNBSJMZ
EVFUPUIFBEEJUJPOPGFRVJUZSFMFBTFNPSUHBHFTUISPVHIUIFBDRVJTJUJPOPG3FUJSFNFOU"EWBOUBHFBOEUIFJNQBDUPG
DVSSFODZ NPWFNFOU  BT UIF #SJUJTI QPVOE TUSFOHUIFOFE BHBJOTU UIF $BOBEJBO EPMMBS 5IFTF IPMEJOHT SFNBJO XFMM
EJWFSTJGJFEBDSPTTQSPQFSUZUZQF
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
%&3*7"5*7&'*/"/$*"-*/4536.&/54
%VSJOHUIFGJSTURVBSUFSPG UIFSFXFSFOPNBKPSDIBOHFTUPUIF$PNQBOZTQPMJDJFTBOEQSPDFEVSFTXJUISFTQFDU
UP UIF VTF PG EFSJWBUJWF GJOBODJBM JOTUSVNFOUT  5IF $PNQBOZ`T EFSJWBUJWF USBOTBDUJPOT BSF HFOFSBMMZ HPWFSOFE CZ
*OUFSOBUJPOBM4XBQTBOE%FSJWBUJWFT"TTPDJBUJPO *OD *4%" .BTUFS"HSFFNFOUT XIJDIQSPWJEFGPSMFHBMMZFOGPSDFBCMF
TFUPGGBOEDMPTFPVUOFUUJOHPGFYQPTVSFUPTQFDJGJDDPVOUFSQBSUJFTJOUIFFWFOUPGBOFBSMZUFSNJOBUJPOPGBUSBOTBDUJPO
XIJDIJODMVEFT CVUJTOPUMJNJUFEUP FWFOUTPGEFGBVMUBOECBOLSVQUDZ*OUIFFWFOUPGBOFBSMZUFSNJOBUJPO UIF$PNQBOZ
JTQFSNJUUFEUPTFUPGGSFDFJWBCMFTGSPNBDPVOUFSQBSUZBHBJOTUQBZBCMFTUPUIFTBNFDPVOUFSQBSUZ JOUIFTBNFMFHBM
FOUJUZ BSJTJOHPVUPGBMMJODMVEFEUSBOTBDUJPOT5IF$PNQBOZ`T*4%".BTUFS"HSFFNFOUTNBZJODMVEF$SFEJU4VQQPSU
"OOFY QSPWJTJPOT  XIJDI SFRVJSF CPUI UIF QMFEHJOH BOE BDDFQUJOH PG DPMMBUFSBM JO DPOOFDUJPO XJUI JUT EFSJWBUJWF
USBOTBDUJPOT
"U.BSDI  UPUBMGJOBODJBMDPMMBUFSBM JODMVEJOHJOJUJBMNBSHJOBOEPWFSDPMMBUFSBMJ[BUJPO SFDFJWFEPOEFSJWBUJWF
BTTFUTXBTNJMMJPO NJMMJPOBU%FDFNCFS  BOEQMFEHFEPOEFSJWBUJWFMJBCJMJUJFTXBTNJMMJPO 
NJMMJPOBU%FDFNCFS  $PMMBUFSBMQMFEHFEPOEFSJWBUJWFMJBCJMJUJFTJODSFBTFEJOUIFGJSTURVBSUFSPGBTB
SFTVMUPGBOJODSFBTFJOEFSJWBUJWFMJBCJMJUJFT QSJNBSJMZESJWFOCZUIFJNQBDUPGUIFTUSFOHUIFOJOH64EPMMBSBHBJOTUUIF
$BOBEJBOEPMMBSPODSPTTDVSSFODZTXBQTUIBUQBZ64BOESFDFJWF$BOBEJBOEPMMBST
%VSJOHUIFUISFFNPOUIQFSJPEFOEFE.BSDI  UIFPVUTUBOEJOHOPUJPOBMBNPVOUPGEFSJWBUJWFDPOUSBDUTJODSFBTFE
CZCJMMJPOUPCJMMJPO QSJNBSJMZEVFUPBOJODSFBTFJOGPSXBSETFUUMJOHNPSUHBHFCBDLFETFDVSJUZUSBOTBDUJPOT
UPCFBOOPVODFETFDVSJUJFT BOESFHVMBSIFEHJOHBDUJWJUJFT

5PUBMMJBCJMJUJFT

*OTVSBODFBOEJOWFTUNFOUDPOUSBDUMJBCJMJUJFT
0UIFSHFOFSBMGVOEMJBCJMJUJFT
*OWFTUNFOUBOEJOTVSBODFDPOUSBDUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
5PUBM

.BSDI
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5IF$PNQBOZ`TFYQPTVSFUPEFSJWBUJWFDPVOUFSQBSUZDSFEJUSJTL XIJDISFGMFDUTUIFDVSSFOUGBJSWBMVFPGUIPTFJOTUSVNFOUT
JOBHBJOQPTJUJPO EFDSFBTFEUPNJMMJPOBU.BSDI GSPNNJMMJPOBU%FDFNCFS 5IFEFDSFBTF
JTQSJNBSJMZEVFUPUIFTUSFOHUIFOJOHPGUIF64EPMMBSBHBJOTUUIF$BOBEJBOEPMMBSPODSPTTDVSSFODZTXBQTUIBUQBZ
64EPMMBSTBOESFDFJWF$BOBEJBOEPMMBST

%FDFNCFS


 
 
 

 

5PUBMMJBCJMJUJFTJODSFBTFECZCJMMJPOUPCJMMJPOBU.BSDI GSPN%FDFNCFS *OTVSBODFBOE
JOWFTUNFOUDPOUSBDUMJBCJMJUJFTJODSFBTFECZCJMMJPO QSJNBSJMZEVFUPUIFTUSFOHUIFOJOHPGUIF#SJUJTIQPVOE FVSP
BOE64EPMMBSBHBJOTUUIF$BOBEJBOEPMMBSBOEUIFBDRVJTJUJPOPG3FUJSFNFOU"EWBOUBHF QBSUJBMMZPGGTFUCZUIFJNQBDU
PGGBJSWBMVFBEKVTUNFOUT*OTVSBODFBOEJOWFTUNFOUDPOUSBDUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFSTJODSFBTFE
CZCJMMJPO QSJNBSJMZEVFUPUIFJNQBDUPGDVSSFODZNPWFNFOUPGCJMMJPO QBSUJBMMZPGGTFUCZOFUJNQBDUPGNBSLFU
WBMVFMPTTFTBOEJOWFTUNFOUJODPNFPGCJMMJPOBOEOFUXJUIESBXBMTPGCJMMJPO
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
4FHSFHBUFE'VOEBOE7BSJBCMF"OOVJUZ(VBSBOUFFT
5IF$PNQBOZPGGFSTSFUBJMTFHSFHBUFEGVOEQSPEVDUT VOJUJ[FEXJUIQSPGJUT 681 QSPEVDUTBOEWBSJBCMFBOOVJUZQSPEVDUT
UIBUQSPWJEFGPSDFSUBJOHVBSBOUFFTUIBUBSFUJFEUPUIFNBSLFUWBMVFTPGUIFJOWFTUNFOUGVOET
$FSUBJOHVBSBOUFFENJOJNVNXJUIESBXBMCFOFGJU (.8# QSPEVDUTPGGFSFECZUIF$PNQBOZPGGFSMFWFMTPGEFBUIBOE
NBUVSJUZHVBSBOUFFT"U.BSDI  UIFBNPVOUPG(.8#QSPEVDUTJOGPSDFJO$BOBEB UIF64 *SFMBOEBOE
(FSNBOZXFSF NJMMJPO  NJMMJPOBU%FDFNCFS  5IF$PNQBOZIBTBIFEHJOHQSPHSBNJOQMBDF
UPNBOBHFDFSUBJOSJTLTBTTPDJBUFEXJUIPQUJPOTFNCFEEFEJOJUT(.8#QSPEVDUT
4FHSFHBUFEGVOEBOEWBSJBCMFBOOVJUZHVBSBOUFFFYQPTVSF

$BOBEB
6OJUFE4UBUFT
&VSPQF
*OTVSBODF"OOVJUJFT
3FJOTVSBODF 
5PUBM&VSPQF
5PUBM
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.BSLFU7BMVF

 
 



 
 
 
 



.BSDI 
*OWFTUNFOUEFGJDJFODZCZCFOFGJUUZQF
*ODPNF
.BUVSJUZ
%FBUI
5PUBM 
a 
 
 


a





 



a
a
a
 




 






"QPMJDZDBOPOMZSFDFJWFBQBZPVUGSPNPOFPGUIFUISFFUSJHHFSFWFOUT JODPNFFMFDUJPO NBUVSJUZPSEFBUI 5PUBMEFGJDJFODZNFBTVSFTUIF
QPJOUJOUJNFFYQPTVSFBTTVNJOHUIFNPTUDPTUMZUSJHHFSFWFOUGPSFBDIQPMJDZPDDVSSFEPO.BSDI 
3FJOTVSBODFFYQPTVSFJTUPNBSLFUTJO$BOBEBBOEUIF64

5IFJOWFTUNFOUEFGJDJFODZNFBTVSFTUIFQPJOUJOUJNFFYQPTVSFUPBUSJHHFSFWFOU JF JODPNFFMFDUJPO NBUVSJUZPS
EFBUI BTTVNJOHJUPDDVSSFEPO.BSDI 5IFBDUVBMDPTUUPUIF$PNQBOZXJMMEFQFOEPOUIFUSJHHFSFWFOU
IBWJOHPDDVSSFEBOEUIFNBSLFUWBMVFTBUUIBUUJNF5IFBDUVBMDMBJNTCFGPSFUBYBTTPDJBUFEXJUIUIFTFHVBSBOUFFT
XFSFNJMMJPOJORVBSUFS NJMMJPOGPSUIFGJSTURVBSUFSPG XJUIUIFNBKPSJUZBSJTJOHJOUIF3FJOTVSBODFCVTJOFTT
VOJUJOUIF&VSPQFTFHNFOU

-*'&$0$"1*5"-4536$563&
*OFTUBCMJTIJOHUIFBQQSPQSJBUFNJYPGDBQJUBMSFRVJSFEUPTVQQPSUUIFPQFSBUJPOTPGUIF$PNQBOZBOEJUTTVCTJEJBSJFT
NBOBHFNFOUVUJMJ[FTBWBSJFUZPGEFCU FRVJUZBOEPUIFSIZCSJEJOTUSVNFOUTHJWJOHDPOTJEFSBUJPOUPCPUIUIFTIPSUBOE
MPOHUFSNDBQJUBMOFFETPGUIF$PNQBOZ
%&#&/563&4"/%05)&3%&#5*/4536.&/54
"U.BSDI  EFCFOUVSFTBOEPUIFSEFCUJOTUSVNFOUTJODSFBTFECZNJMMJPOUP NJMMJPODPNQBSFEUP
%FDFNCFS 
0O'FCSVBSZ  UIF$PNQBOZJTTVFENJMMJPOBHHSFHBUFQSJODJQBMBNPVOUPGEFCFOUVSFTNBUVSJOH'FCSVBSZ
 5IFEFCFOUVSFTXFSFJTTVFEBUQBSBOEJOUFSFTUBUUIFSBUFPGQFSBOOVNXJMMCFQBZBCMFTFNJ
BOOVBMMZJOBSSFBSTPO'FCSVBSZBOE"VHVTUJOFBDIZFBS5IFEFCFOUVSFTBSFSFEFFNBCMFBUBOZUJNFQSJPSUP
/PWFNCFS JOXIPMFPSJOQBSUBUUIFHSFBUFSPGUIF$BOBEB:JFME1SJDFBOEQBS BOEPOPSBGUFS/PWFNCFS
JOXIPMFPSJOQBSUBUQBS UPHFUIFSJOFBDIDBTFXJUIBDDSVFEBOEVOQBJEJOUFSFTU
0O.BSDI  UIF$PNQBOZSFEFFNFEJUTNJMMJPOEFCFOUVSFOPUFTBUUIFJSQSJODJQBMBNPVOUUPHFUIFS
XJUIBDDSVFEJOUFSFTU
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
4VCTFRVFOUUPUIFGJSTURVBSUFSPG (SFBU8FTU-JGFDP'JOBODF %FMBXBSF -1** BTVCTJEJBSZPGUIF$PNQBOZ
BOOPVODFEJUTJOUFOUJPOUPSFEFFNBMMNJMMJPOQSJODJQBMBNPVOUPGJUTTVCPSEJOBUFEEFCFOUVSFTEVF+VOF
 PO+VOF BUBSFEFNQUJPOQSJDFFRVBMUPPGUIFQSJODJQBMBNPVOUPGUIFEFCFOUVSFT QMVTBOZ
BDDSVFEJOUFSFTUVQUPCVUFYDMVEJOHUIFSFEFNQUJPOEBUF5IJTSFEFNQUJPOXJMMIBWFOPJNQBDUPOUIF-JGF*OTVSBODF
$BQJUBM"EFRVBDZ5FTU -*$"5 SBUJPBTUIFEFCFOUVSFJTOPUIFMEXJUIJOUIF$PNQBOZT0GGJDFPG4VQFSJOUFOEFOUPG
'JOBODJBM*OTUJUVUJPOT 04'* SFHVMBUFEFOUJUJFT
4)"3&$"1*5"-"/%4631-64
4IBSFDBQJUBMPVUTUBOEJOHBU.BSDI XBT NJMMJPO XIJDIDPNQSJTFT NJMMJPOPGDPNNPOTIBSFT
 NJMMJPOPGOPODVNVMBUJWF'JSTU1SFGFSSFE4IBSFT NJMMJPOPGZFBSSBUFSFTFU'JSTU1SFGFSSFE4IBSFTBOE
NJMMJPOPGGMPBUJOHSBUF'JSTU1SFGFSSFE4IBSFT
5IF$PNQBOZDPNNFODFEBOPSNBMDPVSTFJTTVFSCJE /$*# PO+BOVBSZ GPSPOFZFBSUPQVSDIBTFBOE
DBODFMVQUP  PGJUTDPNNPOTIBSFTBUNBSLFUQSJDFTJOPSEFSUPNJUJHBUFUIFEJMVUJWFFGGFDUPGTUPDLPQUJPOT
HSBOUFEVOEFSUIF$PNQBOZT4UPDL0QUJPO1MBOBOEGPSPUIFSDBQJUBMNBOBHFNFOUQVSQPTFT%VSJOHUIFUISFFNPOUIT
FOEFE .BSDI    UIF $PNQBOZ SFQVSDIBTFE BOE TVCTFRVFOUMZ DBODFMMFE   DPNNPO TIBSFT  
  VOEFSJUT/$*#BUBOBWFSBHFDPTUQFSTIBSFPG  

-*26*%*5:"/%$"1*5"-."/"(&.&/5"/%"%&26"$:
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-*26*%*5:
5IF$PNQBOZ`TMJRVJEJUZSFRVJSFNFOUTBSFMBSHFMZTFMGGVOEFE XJUITIPSUUFSNPCMJHBUJPOTCFJOHNFUCZJOUFSOBMGVOET
BOENBJOUBJOJOHBEFRVBUFMFWFMTPGMJRVJEJOWFTUNFOUT5IF$PNQBOZIPMETDBTI DBTIFRVJWBMFOUTBOETIPSUUFSN
CPOETBUUIF-JGFDPIPMEJOHDPNQBOZMFWFMBOEXJUIUIF-JGFDPDPOTPMJEBUFETVCTJEJBSZDPNQBOJFT"U.BSDI 
UIF$PNQBOZBOEJUTPQFSBUJOHTVCTJEJBSJFTIFMEDBTI DBTIFRVJWBMFOUTBOETIPSUUFSNCPOETPGCJMMJPO 
CJMMJPOBU%FDFNCFS  BOEPUIFSMJRVJEBTTFUTBOENBSLFUBCMFTFDVSJUJFTPGCJMMJPO CJMMJPOBU%FDFNCFS
  *ODMVEFEJOUIFDBTI DBTIFRVJWBMFOUTBOETIPSUUFSNCPOETBU.BSDI XBTCJMMJPO CJMMJPO
BU %FDFNCFS     IFME BU UIF -JGFDP IPMEJOH DPNQBOZ MFWFM  *O BEEJUJPO  UIF $PNQBOZ NBJOUBJOT TVGGJDJFOU
DPNNJUUFEMJOFTPGDSFEJUXJUI$BOBEJBODIBSUFSFECBOLTGPSVOBOUJDJQBUFEMJRVJEJUZOFFET JGSFRVJSFE
5IF$PNQBOZEPFTOPUIBWFBGPSNBMDPNNPOTIBSFIPMEFSEJWJEFOEQPMJDZ%JWJEFOETPOPVUTUBOEJOHDPNNPOTIBSFT
PGUIF$PNQBOZBSFEFDMBSFEBOEQBJEBUUIFTPMFEJTDSFUJPOPGUIF#PBSEPG%JSFDUPSTPGUIF$PNQBOZ5IFEFDJTJPO
UPEFDMBSFBEJWJEFOEPOUIFDPNNPOTIBSFTPGUIF$PNQBOZUBLFTJOUPBDDPVOUBWBSJFUZPGGBDUPSTJODMVEJOHUIFMFWFM
PGFBSOJOHT BEFRVBDZPGDBQJUBMBOEBWBJMBCJMJUZPGDBTISFTPVSDFT
"TBIPMEJOHDPNQBOZ UIF$PNQBOZ`TBCJMJUZUPQBZEJWJEFOETJTEFQFOEFOUVQPOUIF$PNQBOZSFDFJWJOHEJWJEFOET
GSPN JUT PQFSBUJOH TVCTJEJBSJFT  5IF $PNQBOZ`T PQFSBUJOH TVCTJEJBSJFT BSF TVCKFDU UP SFHVMBUJPO JO B OVNCFS PG
KVSJTEJDUJPOT FBDIPGXIJDINBJOUBJOTJUTPXOSFHJNFGPSEFUFSNJOJOHUIFBNPVOUPGDBQJUBMUIBUNVTUCFIFMEJODPOOFDUJPO
XJUIUIFEJGGFSFOUCVTJOFTTFTDBSSJFEPOCZUIFPQFSBUJOHTVCTJEJBSJFT5IFSFRVJSFNFOUTJNQPTFECZUIFSFHVMBUPSTJO
BOZ KVSJTEJDUJPO NBZ DIBOHF GSPN UJNF UP UJNF  BOE UIFSFCZ JNQBDU UIF BCJMJUZ PG UIF PQFSBUJOH TVCTJEJBSJFT UP QBZ
EJWJEFOETUPUIF$PNQBOZ
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
$"4)'-084
$BTIGMPXT
'PSUIFUISFFNPOUITFOEFE
.BSDI


$BTIGMPXTSFMBUJOHUPUIFGPMMPXJOHBDUJWJUJFT
0QFSBUJPOT
'JOBODJOH
*OWFTUNFOU



&GGFDUTPGDIBOHFTJOFYDIBOHFSBUFTPODBTIBOEDBTIFRVJWBMFOUT
*ODSFBTF EFDSFBTF JODBTIBOEDBTIFRVJWBMFOUTJOUIFQFSJPE
$BTIBOEDBTIFRVJWBMFOUT CFHJOOJOHPGQFSJPE
$BTIBOEDBTIFRVJWBMFOUT FOEPGQFSJPE
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5IFQSJODJQBMTPVSDFPGGVOETGPSUIF$PNQBOZPOBDPOTPMJEBUFECBTJTJTDBTIQSPWJEFECZPQFSBUJOHBDUJWJUJFT JODMVEJOH
QSFNJVN JODPNF  OFU JOWFTUNFOU JODPNF BOE GFF JODPNF 5IFTF GVOET BSF VTFE QSJNBSJMZ UP QBZ QPMJDZ CFOFGJUT
QPMJDZIPMEFS EJWJEFOET BOE DMBJNT  BT XFMM BT PQFSBUJOH FYQFOTFT BOE DPNNJTTJPOT  $BTI GMPXT HFOFSBUFE CZ
PQFSBUJPOTBSFNBJOMZJOWFTUFEUPTVQQPSUGVUVSFMJBCJMJUZDBTISFRVJSFNFOUT$BTIGMPXTSFMBUFEUPGJOBODJOHBDUJWJUJFT
JODMVEFUIFJTTVBODFBOESFQBZNFOUPGDBQJUBMJOTUSVNFOUT BOEBTTPDJBUFEEJWJEFOETBOEJOUFSFTUQBZNFOUT
*OUIFGJSTURVBSUFSPG DBTIBOEDBTIFRVJWBMFOUTJODSFBTFECZNJMMJPOGSPN%FDFNCFS $BTIGMPXT
QSPWJEFECZPQFSBUJPOTEVSJOHUIFGJSTURVBSUFSPGXFSF NJMMJPO BEFDSFBTFPGNJMMJPODPNQBSFEUP
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CSPLFSTBOEBEWJTPST5IFQSPQPTBMXJMMIBWFBEBZDPNNFOUQFSJPEBOEXPVMECFBQQMJDBCMFUPBMMSFUBJMJOWFTUPST
5IF$PNQBOZXJMMNPOJUPSBOZEFWFMPQNFOUTPSQSPQPTFESFWJTJPOTBOEJTQSFQBSJOHUPDPNQMZXJUIUIFTUBOEBSET

e

5IF5BY3FDPODJMJBUJPO"DU XIJDIXBTTJHOFEJO%FDFNCFS BNPOHPUIFSDIBOHFT MPXFSFEUIF64DPSQPSBUF
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PGGTFUCZMPXFSMBSHFQMBOTBMFT-BSHFQMBOTBMFTDBOCFIJHIMZWBSJBCMFGSPNQFSJPEUPQFSJPEBOEUFOEUPCFMPXFS
NBSHJO
4BMFTJOUIFGJSTURVBSUFSPGJODSFBTFECZ64CJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVFUPBO
JODSFBTFJO&NQPXFS3FUJSFNFOUTBMFTESJWFOCZIJHIFSTNBMMBOENJETJ[FEQMBOTBMFT
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
'FFBOEPUIFSJODPNF
'FFJODPNFJTEFSJWFEQSJNBSJMZGSPNBTTFUTVOEFSNBOBHFNFOU BTTFUTVOEFSBENJOJTUSBUJPO TIBSFIPMEFSTFSWJDJOH
GFFT BENJOJTUSBUJPOBOESFDPSELFFQJOHTFSWJDFTBOEJOWFTUNFOUBEWJTPSZTFSWJDFT(FOFSBMMZ GFFTBSFFBSOFECBTFE
POBTTFUTVOEFSNBOBHFNFOU BTTFUTVOEFSBENJOJTUSBUJPOPSUIFOVNCFSPGQMBOTBOEQBSUJDJQBOUTGPSXIJDITFSWJDFT
BSFQSPWJEFE
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGJODSFBTFECZ64NJMMJPOUP64NJMMJPODPNQBSFEUPUIFTBNF
RVBSUFSMBTUZFBS QSJNBSJMZEVFUPHSPXUIJOQBSUJDJQBOUTBOEBTTFUT
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGXBTDPNQBSBCMFUPUIFQSFWJPVTRVBSUFS
/FUFBSOJOHT
/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGJODSFBTFECZ64NJMMJPOUP64NJMMJPODPNQBSFEUPUIFTBNFRVBSUFS
MBTUZFBS5IFJODSFBTFXBTQSJNBSJMZEVFUPUIFJNQBDUPGUIF64DPSQPSBUFUBYSBUFDIBOHFT XIJDISFTVMUFEJO
JODSFBTFE FBSOJOHT PG 64 NJMMJPO  QBSUJBMMZ PGGTFU CZ B MPXFS SFMFBTF PG JOUFSFTU NBSHJOT PO JOTVSBODF DPOUSBDU
MJBCJMJUJFT'JSTURVBSUFSSFTVMUTJODMVEFE64NJMMJPOPGTUSBUFHJDBOECVTJOFTTEFWFMPQNFOUFYQFOTFTSFMBUFE
UP&NQPXFS3FUJSFNFOU

PART C

GREAT-WEST LIFECO INC.

/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGJODSFBTFECZ64NJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVF
UPUIFJNQBDUPG64DPSQPSBUFUBYSBUFDIBOHFT XIJDISFTVMUFEJOJODSFBTFEFBSOJOHTPG64NJMMJPO BOEIJHIFS
OFUGFFJODPNFQBSUJBMMZPGGTFUCZMPXFSDPOUSJCVUJPOTGSPNJOTVSBODFDPOUSBDUMJBCJMJUZCBTJTDIBOHFT

"44&5."/"(&.&/5
%&7&-01.&/54
e 1VUOBN`TFOEJOHBTTFUTVOEFSNBOBHFNFOU "6. BU.BSDI PG64CJMMJPOJODSFBTFECZ64
CJMMJPODPNQBSFEUPUIFTBNFQFSJPEMBTUZFBS XIJMFBWFSBHF"6.GPSUIFUISFFNPOUITFOEFE.BSDI PG
64 CJMMJPO JODSFBTFE CZ 64 CJMMJPO DPNQBSFE UP UIF TBNF QFSJPE MBTU ZFBS  1VUOBNT FOEJOH"6.
EFDSFBTFECZ64CJMMJPODPNQBSFEUP%FDFNCFS IPXFWFS BWFSBHF"6.JODSFBTFE64CJMMJPO
e

%VSJOHUIFGJSTURVBSUFSPG 1VUOBNDPNQMFUFEUIFQSFWJPVTMZBOOPVODFETBMFPGBOFRVJUZJOWFTUNFOUJO/JTTBZ
"TTFU.BOBHFNFOU$PSQPSBUJPO /JTTBZ UP/JQQPO-JGF*OTVSBODF$PNQBOZ /JQQPO BOEDPODVSSFOUMZBDRVJSFE
/JQQPO`TNJOPSJUZTUBLFJO1BO"HPSB"TTFU.BOBHFNFOU *OD BRVBOUJUBUJWFMZPSJFOUFEJOTUJUVUJPOBMBTTFUNBOBHFS
UIBUJTBNBKPSJUZPXOFETVCTJEJBSZPG1VUOBN

e

1VUOBN DPOUJOVFT UP TVTUBJO TUSPOH JOWFTUNFOU QFSGPSNBODF SFMBUJWF UP JUT QFFST  "T PG .BSDI  
BQQSPYJNBUFMZBOEPG1VUOBNTGVOEBTTFUTQFSGPSNFEBUMFWFMTBCPWFUIF-JQQFSNFEJBOPOBPOFZFBS
BOEGJWFZFBSCBTJT SFTQFDUJWFMZ"EEJUJPOBMMZ BQQSPYJNBUFMZPG1VUOBNTGVOEBTTFUTQFSGPSNFEBUMFWFMT
BCPWFUIF-JQQFSUPQRVBSUJMF POBGJWFZFBSCBTJT

e

*O#BSSPOT"OOVBM#FTU'VOE'BNJMJFTSBOLJOHTPG 1VUOBNSBOLFEJOUIFUPQUFOGPSUIFPOFZFBS GJWFZFBS
BOEUFOZFBSUJNFQFSJPETBTGPMMPXT
f

4FWFOUI PVUPG GPSPOFZFBS

f

4FWFOUI PVUPG GPSGJWFZFBST

f

/JOUI PVUPG GPSUFOZFBST
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01&3"5*/(3&46-54
'PSUIFUISFFNPOUITFOEFE
.BSDI



4BMFT
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'FFJODPNF
*OWFTUNFOUNBOBHFNFOUGFFT 
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'FFJODPNF 64
*OWFTUNFOUNBOBHFNFOUGFFT 64



4FSWJDFGFFT 64
'FFJODPNF 64






$PSFOFUFBSOJOHT MPTT  64

-FTT'JOBODJOHBOEPUIFSFYQFOTFT BGUFSUBY  64
3FQPSUFEOFUFBSOJOHT MPTT  64





1SFUBYPQFSBUJOHNBSHJO     

















































 
  

"WFSBHFBTTFUTVOEFSNBOBHFNFOU 64









 

PART C

6OEFSXSJUJOHEJTUSJCVUJPOGFFT 64



GREAT-WEST LIFECO INC.

1FSGPSNBODFGFFT 64

 
  

$PSFOFUFBSOJOHT MPTT  BOPO*'34GJOBODJBMNFBTVSF JTBNFBTVSFPGUIF"TTFU.BOBHFNFOUCVTJOFTTVOJUTQFSGPSNBODF$PSFOFUFBSOJOHT
MPTT JODMVEFTUIFJNQBDUPGEFBMFSDPNNJTTJPOTBOETPGUXBSFBNPSUJ[BUJPO BOEFYDMVEFTUIFJNQBDUPGDFSUBJODPSQPSBUFGJOBODJOHDIBSHFT
BOEBMMPDBUJPOT GBJSWBMVFBEKVTUNFOUTSFMBUFEUPTUPDLCBTFEDPNQFOTBUJPO DFSUBJOUBYBEKVTUNFOUTBOEPUIFSOPOSFDVSSJOHUSBOTBDUJPOT
1SFUBYPQFSBUJOHNBSHJO BOPO*'34GJOBODJBMNFBTVSF JTBNFBTVSFPGUIF"TTFU.BOBHFNFOUCVTJOFTTVOJUTQSFUBYDPSFOFUFBSOJOHT
MPTT EJWJEFECZUIFTVNPGGFFJODPNFBOEOFUJOWFTUNFOUJODPNF
$PNQBSBUJWFGJHVSFTIBWFCFFOSFDMBTTJGJFEUPSFGMFDUQSFTFOUBUJPOBEKVTUNFOUTSFMBUJOHUPUIFBEPQUJPOPG*'34 3FWFOVFGSPN$POUSBDUT
XJUI $VTUPNFST  BT EFTDSJCFE JO UIF *OUFSOBUJPOBM 'JOBODJBM 3FQPSUJOH 4UBOEBSET TFDUJPO BOE JO OPUF  UP UIF $PNQBOZT DPOEFOTFE
DPOTPMJEBUFEJOUFSJNVOBVEJUFEGJOBODJBMTUBUFNFOUTGPSUIFQFSJPEFOEFE.BSDI 
'PSUIFUISFFNPOUITFOEFE%FDFNCFS  DPSFBOESFQPSUFEOFUFBSOJOHTFYDMVEFUIFJNQBDUPGUIFOFUDIBSHFSFMBUFEUP"TTFUT)FME
GPS4BMFBOEUIFJNQBDUPG64UBYSFGPSN XIJDIBSFJODMVEFEJO64$PSQPSBUF

4BMFT
4BMFTJOUIFGJSTURVBSUFSPGEFDSFBTFECZ64CJMMJPOUP64CJMMJPODPNQBSFEUPUIFTBNFRVBSUFSMBTU
ZFBS QSJNBSJMZEVFUPB64CJMMJPOEFDSFBTFJOJOTUJUVUJPOBMTBMFT NPTUMZPGGTFUCZB64CJMMJPOJODSFBTFJO
NVUVBMGVOETBMFT
4BMFTJOUIFGJSTURVBSUFSPGJODSFBTFECZ64CJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVFUPB
64CJMMJPOJODSFBTFJONVUVBMGVOETBMFTBOEB64CJMMJPOJODSFBTFJOJOTUJUVUJPOBMTBMFT
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
'FFJODPNF
'FF JODPNF JT EFSJWFE QSJNBSJMZ GSPN JOWFTUNFOU NBOBHFNFOU GFFT  QFSGPSNBODF GFFT  USBOTGFS BHFODZ BOE PUIFS
TFSWJDFGFFT BTXFMMBTVOEFSXSJUJOHBOEEJTUSJCVUJPOGFFT(FOFSBMMZ GFFTBSFFBSOFECBTFEPO"6.BOENBZEFQFOE
POGJOBODJBMNBSLFUT UIFSFMBUJWFQFSGPSNBODFPG1VUOBN`TJOWFTUNFOUQSPEVDUT UIFOVNCFSPGSFUBJMBDDPVOUTBOE
TBMFT1FSGPSNBODFGFFTBSFHFOFSBUFEPODFSUBJONVUVBMGVOETBOEJOTUJUVUJPOBMQPSUGPMJPTBOEBSFHFOFSBMMZCBTFE
POBSPMMJOHNPOUIQFSGPSNBODFQFSJPEGPSNVUVBMGVOETBOEBNPOUIQFSGPSNBODFQFSJPEGPSJOTUJUVUJPOBMQPSUGPMJPT
1FSGPSNBODFGFFTPONVUVBMGVOETBSFTZNNFUSJD BOEBTBSFTVMU DBOCFQPTJUJWFPSOFHBUJWF
'FFJODPNFGPSUIFGJSTURVBSUFSPGJODSFBTFECZ64NJMMJPOUP64NJMMJPODPNQBSFEUPUIFTBNFRVBSUFS
MBTUZFBS5IFJODSFBTFXBTQSJNBSJMZEVFUPIJHIFSJOWFTUNFOUNBOBHFNFOUGFFTESJWFOCZIJHIFSBWFSBHF"6.

PART C

GREAT-WEST LIFECO INC.

'FFJODPNFGPSUIFGJSTURVBSUFSPGEFDSFBTFECZ64NJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVFUP
MPXFSJOTUJUVUJPOBMQFSGPSNBODFGFFTEVFUPUIFTFBTPOBMJUZJOXIJDIUIFTFGFFTBSFFBSOFE
/FUFBSOJOHT
5IFDPSFOFUMPTT BOPO*'34GJOBODJBMNFBTVSF GPSUIFGJSTURVBSUFSPGXBT64NJMMJPODPNQBSFEUPDPSFOFU
MPTTPG64NJMMJPOGPSUIFTBNFRVBSUFSMBTUZFBS5IFJODSFBTFJOUIFDPSFOFUMPTTXBTQSJNBSJMZEVFUPMPXFSOFU
JOWFTUNFOUJODPNF ESJWFOCZMPXFSHBJOTPOTFFEDBQJUBM B64NJMMJPOPOFUJNFFYQFOTFBTTPDJBUFEXJUIMPXFSJOH
GVUVSFUFDIOPMPHZFYQFOTFTBOEIJHIFSWBSJBCMFJODFOUJWFDPNQFOTBUJPO5IFTFJUFNTXFSFNPTUMZPGGTFUCZIJHIFS
GFFJODPNFESJWFOCZIJHIFS"6.*OUIFGJSTURVBSUFSPG UIFSFQPSUFEOFUMPTT JODMVEJOHGJOBODJOHBOEPUIFS
FYQFOTFT XBT64NJMMJPODPNQBSFEUPBSFQPSUFEOFUMPTTPG64NJMMJPOGPSUIFTBNFRVBSUFSMBTUZFBS-PXFS
GJOBODJOHDPTUTXFSFPGGTFUCZUIFJNQBDUPGBSFEVDUJPOJOUIF64DPSQPSBUFUBYSBUF
5IFDPSFOFUMPTTGPSUIFGJSTURVBSUFSPGXBT64NJMMJPODPNQBSFEUPDPSFOFUMPTTPG64NJMMJPOGPSUIF
QSFWJPVTRVBSUFS5IFEFDSFBTFJOUIFDPSFOFUMPTTXBTQSJNBSJMZEVFUPUIFVOGBWPVSBCMFJNQBDUPGDIBOHFTUPDFSUBJO
JODPNFUBYFTUJNBUFTJOUIFGPVSUIRVBSUFSPGUIBUEJEOPUSFDVSQBSUJBMMZPGGTFUCZIJHIFSFYQFOTFT QSJNBSJMZEVF
UPBPOFUJNFFYQFOTFBTTPDJBUFEXJUIMPXFSJOHGVUVSFUFDIOPMPHZFYQFOTFT BTXFMMBTMPXFSQFSGPSNBODFGFFTBOE
MPXFSOFUJOWFTUNFOUJODPNF5IFSFQPSUFEOFUMPTT JODMVEJOHGJOBODJOHBOEPUIFSFYQFOTFT GPSUIFGJSTURVBSUFSPG
 XBT64NJMMJPODPNQBSFEUPBSFQPSUFEOFUMPTTPG64NJMMJPOJOUIFQSFWJPVTRVBSUFS'JOBODJOHBOEPUIFS
FYQFOTFTGPSUIFGJSTURVBSUFSPGXFSF64NJMMJPODPNQBSFEUPBOFYQFOTFSFDPWFSZPG64NJMMJPOGPSUIF
QSFWJPVTRVBSUFS5IFGPVSUIRVBSUFSPGJODMVEFEUIFJNQBDUPGUIFSFWFSTBMPGBQSFWJPVTMZJNQBJSFEJOEFGJOJUFMJGF
JOUBOHJCMFBTTFUPG64NJMMJPO&YDMVEJOHUIJTSFWFSTBM GJOBODJOHBOEPUIFSFYQFOTFTJODSFBTFECZ64NJMMJPO
QSJNBSJMZEVFUPMPXFSUBYCFOFGJUTPOGJOBODJOHFYQFOTFTEVFUPUIFSFEVDUJPOJOUIF64DPSQPSBUFUBYSBUF
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
"44&546/%&3."/"(&.&/5
"TTFUTVOEFSNBOBHFNFOU 64
'PSUIFUISFFNPOUITFOEFE
.BSDI
%FD
.BSDI




  
  
 

#FHJOOJOHBTTFUT
4BMFT.VUVBMGVOET
3FEFNQUJPOT.VUVBMGVOET
/FUBTTFUGMPXT.VUVBMGVOET

 
 


 
 


 
 


4BMFT*OTUJUVUJPOBM
3FEFNQUJPOT*OTUJUVUJPOBM
/FUBTTFUGMPXT*OTUJUVUJPOBM

 
 


 
 


 
 
 

/FUBTTFUGMPXT5PUBM

 



 



 

 

*NQBDUPGNBSLFUQFSGPSNBODF
&OEJOHBTTFUT

  

 



 
 
  

 
 
  

 
 
 

"WFSBHF"6.GPSUIFUISFFNPOUITFOEFE.BSDI XFSF64CJMMJPO BOJODSFBTFPG64CJMMJPOPS
DPNQBSFEUPUIFTBNFRVBSUFSMBTUZFBS QSJNBSJMZEVFUPUIFDVNVMBUJWFJNQBDUPGQPTJUJWFNBSLFUTPWFSUIF
UXFMWFNPOUIQFSJPE/FUBTTFUPVUGMPXTGPSUIFGJSTURVBSUFSPGXFSF64CJMMJPODPNQBSFEUPOFUBTTFUJOGMPXT
PG64CJMMJPOJOUIFTBNFRVBSUFSMBTUZFBS*ORVBSUFSJOTUJUVUJPOBMOFUBTTFUPVUGMPXTXFSF64CJMMJPOBOE
NVUVBMGVOEOFUBTTFUPVUGMPXTXFSF64CJMMJPO

PART C

  

GREAT-WEST LIFECO INC.

"WFSBHFBTTFUTVOEFSNBOBHFNFOU
.VUVBMGVOET
*OTUJUVUJPOBMBTTFUT
5PUBMBWFSBHFBTTFUTVOEFSNBOBHFNFOU



"WFSBHF"6.GPSUIFUISFFNPOUITFOEFE.BSDI JODSFBTFECZ64CJMMJPODPNQBSFEUPUIFQSFWJPVT
RVBSUFS QSJNBSJMZEVFUPUIFJNQBDUPGNBSLFUTESJWFOCZUIFUJNJOHPGNBSLFUNPWFNFOUTEVSJOHUIFRVBSUFST QBSUJBMMZ
PGGTFUCZOFUBTTFUPVUGMPXT

6/*5&%45"5&4$03103"5&
6OJUFE4UBUFT$PSQPSBUFDPOTJTUTPGJUFNTOPUBTTPDJBUFEEJSFDUMZXJUIPSBMMPDBUFEUPUIF6OJUFE4UBUFTCVTJOFTTVOJUT
JODMVEJOHUIFJNQBDUPGDFSUBJOOPODPOUJOVJOHJUFNTSFMBUFEUPUIF64TFHNFOU
*OUIFGJSTURVBSUFSPG OFUFBSOJOHTXFSFOJMDPNQBSFEUPBOFUMPTTPG64NJMMJPOGPSUIFTBNFRVBSUFSMBTU
ZFBS'JSTURVBSUFSSFTVMUTJODMVEFESFTUSVDUVSJOHDPTUTPG64NJMMJPOSFMBUJOHUP&NQPXFS3FUJSFNFOUBOEUIF
BDRVJTJUJPOPGUIF+1.PSHBO3FUJSFNFOU1MBO4FSWJDFT 314 CVTJOFTTBTXFMMBTCVTJOFTTTUSBUFHZSFTUSVDUVSJOH
*OUIFGJSTURVBSUFSPG OFUFBSOJOHTXFSFOJMDPNQBSFEUPBOFUMPTTPG64NJMMJPOJOUIFQSFWJPVTRVBSUFS5IF
OFUMPTTJOUIFGPVSUIRVBSUFSPGJODMVEFEUIFJNQBDUPG64UBYSFGPSNXIJDIXBTBOFUDIBSHFPG64NJMMJPO
SFGMFDUJOHB64NJMMJPOSFEVDUJPOPGEFGFSSFEUBYBTTFUTJOUIF"TTFU.BOBHFNFOUCVTJOFTTVOJU QBSUJBMMZPGGTFUCZ
B64NJMMJPOSFEVDUJPO QSJNBSJMZSFMBUFEUPEFGFSSFEUBYMJBCJMJUJFTJOUIF'JOBODJBM4FSWJDFTCVTJOFTTVOJU5IF
JNQBDUPGUIFTBMFPGBOFRVJUZJOWFTUNFOUJO/JTTBZ JODMVEFEJOBTTFUTIFMEGPSTBMFBU%FDFNCFS  DPOUSJCVUFE
BGVSUIFSOFUDIBSHFPG64NJMMJPOJOUIFGPVSUIRVBSUFSPG&YDMVEJOHUIFTFJUFNT OFUFBSOJOHTGPSUIFGPVSUI
RVBSUFSPGXFSFOJM
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

&6301&
5IF&VSPQFTFHNFOUDPNQSJTFTUXPEJTUJODUCVTJOFTTVOJUT*OTVSBODF"OOVJUJFTBOE3FJOTVSBODF UPHFUIFSXJUIBO
BMMPDBUJPOPGBQPSUJPOPG-JGFDPTDPSQPSBUFSFTVMUT*OTVSBODF"OOVJUJFTQSPWJEFTQSPUFDUJPOBOEXFBMUINBOBHFNFOU
QSPEVDUT  JODMVEJOH QBZPVU BOOVJUZ QSPEVDUT  UISPVHI TVCTJEJBSJFT PG $BOBEB -JGF JO UIF 6,  UIF *TMF PG .BO BOE
(FSNBOZ BTXFMMBTUISPVHI*SJTI-JGFJO*SFMBOE3FJOTVSBODFPQFSBUFTQSJNBSJMZJOUIF64 #BSCBEPTBOE*SFMBOE
BOEJTDPOEVDUFEUISPVHI$BOBEB-JGF -POEPO-JGFBOEUIFJSTVCTJEJBSJFT
53"/4-"5*0/0''03&*(/$633&/$:
'PSFJHODVSSFODZBTTFUTBOEMJBCJMJUJFTBSFUSBOTMBUFEJOUP$BOBEJBOEPMMBSTBUUIFNBSLFUSBUFBUUIFFOEPGUIFGJOBODJBM
QFSJPE"MMJODPNFBOEFYQFOTFJUFNTBSFUSBOTMBUFEBUBOBWFSBHFSBUFGPSUIFQFSJPE
$VSSFODZUSBOTMBUJPOJNQBDUJTBOPO*'34GJOBODJBMNFBTVSFUIBUIJHIMJHIUTUIFJNQBDUPGDIBOHFTJODVSSFODZUSBOTMBUJPO
SBUFTPO*'34SFTVMUT5IJTNFBTVSFQSPWJEFTVTFGVMJOGPSNBUJPOBTJUGBDJMJUBUFTUIFDPNQBSBCJMJUZPGSFTVMUTCFUXFFO
QFSJPET3FGFSUPUIF$BVUJPOBSZ/PUFSFHBSEJOHOPO*'34'JOBODJBM.FBTVSFTBUUIFCFHJOOJOHPGUIJTEPDVNFOU

PART C

GREAT-WEST LIFECO INC.

4FMFDUFEDPOTPMJEBUFEGJOBODJBMJOGPSNBUJPO&VSPQF
'PSUIFUISFFNPOUITFOEFE
.BSDI
%FD
.BSDI




  
  
 










1SFNJVNTBOEEFQPTJUT
'FFBOEPUIFSJODPNF
/FUFBSOJOHTDPNNPOTIBSFIPMEFST
"EKVTUFEOFUFBSOJOHTDPNNPOTIBSFIPMEFST 
5PUBMBTTFUT
1SPQSJFUBSZNVUVBMGVOETBOEJOTUJUVUJPOBMOFUBTTFUT
5PUBMBTTFUTVOEFSNBOBHFNFOU
0UIFSBTTFUTVOEFSBENJOJTUSBUJPO
5PUBMBTTFUTVOEFSBENJOJTUSBUJPO 








  
 
 
 
  

  
 
 
 
  

 
 
 
 
 

"U.BSDI  UPUBMBTTFUTVOEFSBENJOJTUSBUJPOFYDMVEFTCJMMJPOPGBTTFUTNBOBHFEGPSPUIFSCVTJOFTTVOJUTXJUIJOUIF-JGFDPHSPVQ
PGDPNQBOJFT CJMMJPOBU%FDFNCFS BOECJMMJPOBU.BSDI  
"EKVTUFEOFUFBSOJOHTBUUSJCVUBCMFUPDPNNPOTIBSFIPMEFSTJTBOPO*'34NFBTVSFPGFBSOJOHTQFSGPSNBODF"EKVTUNFOUTGPSBSFEFUBJMFE
JOGPPUOPUFUPUIF4FMFDUFE$POTPMJEBUFE'JOBODJBM*OGPSNBUJPOUBCMFPGUIJT.%"

%&7&-01.&/54
e 0O+BOVBSZ  UIF$PNQBOZ UISPVHIJUTXIPMMZPXOFETVCTJEJBSZ5IF$BOBEB-JGF(SPVQ 6, -JNJUFE
DPNQMFUFEUIFBDRVJTJUJPOPG6,GJOBODJBMTFSWJDFTQSPWJEFS3FUJSFNFOU"EWBOUBHF3FUJSFNFOU"EWBOUBHFIBT
PWFS QFOTJPOBOEFRVJUZSFMFBTFDVTUPNFSTBOENPSFUIBOgCJMMJPOPGBTTFUTVOEFSNBOBHFNFOUJODMVEJOH
BCMPDLPGJOGPSDFBOOVJUJFT XJUIMJBCJMJUJFTBOETVQQPSUJOHBTTFUTPGBQQSPYJNBUFMZgCJMMJPO BTPG.BSDI
 5IFUSBOTBDUJPOJTFYQFDUFEUPCFFBSOJOHTBDDSFUJWF BMUIPVHIJUJTOPUFYQFDUFEUPIBWFBNBUFSJBMJNQBDU
POUIF$PNQBOZTGJOBODJBMSFTVMUT
e

4VCTFRVFOUUPUIFGJSTURVBSUFSPG *SJTI-JGF(SPVQ-JNJUFE BTVCTJEJBSZPGUIF$PNQBOZ SFBDIFEBOBHSFFNFOU
UPBDRVJSFBTUSBUFHJDIPMEJOHJO*OWFTDP-UE *SFMBOE BOJOEFQFOEFOUGJOBODJBMDPOTVMUBODZGJSN*OWFTDPNBOBHFT
PDDVQBUJPOBMQFOTJPOQMBOTPOCFIBMGPGMBSHFDPSQPSBUJPOTJO*SFMBOE BMPOHXJUIQFOTJPOQMBOTGPSPWFS
TNBMMBOENFEJVNDPNQBOJFT*OUPUBM *OWFTDPIBTBMNPTU NFNCFSTJODPSQPSBUFQFOTJPOTDIFNFTBOE
hCJMMJPOJOBTTFUTVOEFSBENJOJTUSBUJPO hCJMMJPOPGXIJDIJTBMSFBEZNBOBHFEUISPVHI*SJTI-JGF*OWFTUNFOU
.BOBHFST BT PG "VHVTU      5IF BDRVJTJUJPO JT TVCKFDU UP SFHVMBUPSZ BQQSPWBM BOE DVTUPNBSZ DMPTJOH
DPOEJUJPOT BOEJTFYQFDUFEUPCFDPNQMFUFEJOUIFUIJSERVBSUFSPG5IFUSBOTBDUJPOJTFYQFDUFEUPCFFBSOJOHT
BDDSFUJWF BMUIPVHIJUJTOPUFYQFDUFEUPIBWFBNBUFSJBMJNQBDUPOUIF$PNQBOZ`TGJOBODJBMSFTVMUT

C 30

PCC_QUAT1_Eng03_GWL_2018-05-04_v1.indd C30

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

18-05-09 12:41 PM

.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
e

4PNFNBSLFUWPMBUJMJUZDPOUJOVFTGPMMPXJOHUIF6,`TGPSNBMOPUJGJDBUJPOJO.BSDIPGJUTJOUFOUJPOUPMFBWFUIF
&VSPQFBO6OJPO &6 "TFYJUOFHPUJBUJPOTDPOUJOVF UIF$PNQBOZXJMMDPOUJOVFUPXPSLDMPTFMZXJUIDVTUPNFST
CVTJOFTT QBSUOFST BOE SFHVMBUPST BT UIF 6, BOE UIF &6 OFHPUJBUF BOE BHSFF PO UIFJS OFX SFMBUJPOTIJQ 5IF
$PNQBOZTPUIFS&VSPQFBOCVTJOFTTFTNBZBMTPTFFTPNFJNQBDUTBSJTJOHGSPNUIFNBSLFUVODFSUBJOUZJO&VSPQF
DPOUJOVJOHGSPN#SFYJU CVUUIFJNQBDUTBSFOPUDVSSFOUMZFYQFDUFEUPCFTJHOJGJDBOU

e

%VSJOHUIFGJSTURVBSUFSPG UIF$PNQBOZSFDFJWFEUIFGPMMPXJOHBXBSET
f

"UUIF)3-FBEFSTIJQ.BOBHFNFOU"XBSET UIF#FTU)FBMUIBOE8FMMCFJOH4USBUFHZXBTBXBSEFE
UP*SJTI-JGFBOE$BOBEB-JGF

f

5IF*OTVSPQF.VMUJOBUJPOBM1PPMJOH/FUXPSLQBSUOFSTBXBSEFE$BOBEB-JGF6,XJUI*OTVSPQF`T(MPCBM
"DIJFWFNFOU"XBSE

#64*/&446/*54b&6301&
*/463"/$&"//6*5*&4
01&3"5*/(3&46-54



'PSUIFUISFFNPOUITFOEFE.BSDI  QSFNJVNTBOEEFQPTJUTBOETBMFTFYDMVEFCJMMJPOPGBTTFUTNBOBHFEGPSPUIFSCVTJOFTTVOJUT
XJUIJOUIF-JGFDPHSPVQPGDPNQBOJFT CJMMJPOGPSUIFUISFFNPOUITFOEFE%FDFNCFS BOECJMMJPOGPSUIFUISFFNPOUITFOEFE
.BSDI  


PART C

1SFNJVNTBOEEFQPTJUT 
4BMFT 
'FFBOEPUIFSJODPNF
/FUFBSOJOHT

GREAT-WEST LIFECO INC.

'PSUIFUISFFNPOUITFOEFE
.BSDI
%FD
.BSDI




  
  
 
 
 
 







1SFNJVNTBOEEFQPTJUT
1SFNJVNTBOEEFQPTJUTGPSUIFGJSTURVBSUFSPGJODSFBTFECZCJMMJPOUPCJMMJPODPNQBSFEUPUIFTBNFRVBSUFS
MBTUZFBS QSJNBSJMZEVFUPIJHIFSGVOENBOBHFNFOUTBMFTJO*SFMBOEBOEUIFJNQBDUPGDVSSFODZNPWFNFOU QBSUJBMMZ
PGGTFUCZMPXFSCVMLBOOVJUZTBMFTJOUIF6,

1SFNJVNTBOEEFQPTJUTGPSUIFGJSTURVBSUFSPGEFDSFBTFECZCJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZ
EVFUPMPXFSGVOENBOBHFNFOUBOECVMLBOOVJUZTBMFTJO*SFMBOE QBSUJBMMZPGGTFUCZUIFJNQBDUPGDVSSFODZNPWFNFOU
4BMFT
4BMFTGPSUIFGJSTURVBSUFSPGJODSFBTFECZCJMMJPOUPCJMMJPODPNQBSFEUPUIFTBNFRVBSUFSMBTUZFBS QSJNBSJMZ
EVFUPIJHIFSGVOENBOBHFNFOUTBMFTJO*SFMBOE 3FUJSFNFOU"EWBOUBHFFRVJUZSFMFBTFNPSUHBHFTBMFTBOEUIFJNQBDU
PGDVSSFODZNPWFNFOU QBSUJBMMZPGGTFUCZMPXFSCVMLBOOVJUZTBMFTJOUIF6,

4BMFTGPSUIFGJSTURVBSUFSPGEFDSFBTFECZCJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVFUPMPXFS
GVOENBOBHFNFOUBOECVMLBOOVJUZTBMFTJO*SFMBOE QBSUJBMMZPGGTFUCZ3FUJSFNFOU"EWBOUBHFFRVJUZSFMFBTFNPSUHBHF
TBMFTBOEUIFJNQBDUPGDVSSFODZNPWFNFOU
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'FFBOEPUIFSJODPNF
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGJODSFBTFECZNJMMJPOUPNJMMJPODPNQBSFEUPUIFTBNFRVBSUFS
MBTUZFBS5IFJODSFBTFXBTQSJNBSJMZEVFUPUIFJNQBDUPGDVSSFODZNPWFNFOUBOEIJHIFSGFFJODPNFJO*SFMBOEBOE
(FSNBOZ
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGXBTDPNQBSBCMFUPUIFQSFWJPVTRVBSUFS
/FUFBSOJOHT
/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGJODSFBTFECZNJMMJPOUPNJMMJPODPNQBSFEUPUIFTBNFRVBSUFSMBTU
ZFBS QSJNBSJMZEVFUPJNQSPWFENPSUBMJUZBOENPSCJEJUZFYQFSJFODF IJHIFSDPOUSJCVUJPOTGSPNJOTVSBODFDPOUSBDUMJBCJMJUZ
CBTJTDIBOHFTSFMBUFEUPUIFJNQBDUPGVQEBUFEBOOVJUBOUNPSUBMJUZBTTVNQUJPOTBOEUIFJNQBDUPGDVSSFODZNPWFNFOU
5IFTFJODSFBTFTXFSFQBSUJBMMZPGGTFUCZUIFJNQBDUPGMPXFSOFXCVTJOFTTWPMVNFTJOQBZPVUBOOVJUJFT MPXFSDPOUSJCVUJPOT
GSPNJOWFTUNFOUFYQFSJFODFBOEBHBJOPOUIFTBMFPGUIF$PNQBOZT"MMJBO[*SFMBOEIPMEJOHTJOUIFGJSTURVBSUFSPG
/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGEFDSFBTFECZNJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS5IFEFDSFBTFXBT
QSJNBSJMZEVFUPUIFJNQBDUPGMPXFSOFXCVTJOFTTWPMVNFTJOQBZPVUBOOVJUJFTBOEMPXFSDPOUSJCVUJPOTGSPNJOWFTUNFOU
FYQFSJFODF QBSUJBMMZPGGTFUCZJNQSPWFENPSUBMJUZFYQFSJFODFBOEIJHIFSDPOUSJCVUJPOTGSPNJOTVSBODFDPOUSBDUMJBCJMJUZ
CBTJTDIBOHFT

PART C

GREAT-WEST LIFECO INC.

3&*/463"/$&
01&3"5*/(3&46-54
'PSUIFUISFFNPOUITFOEFE
.BSDI
%FD
.BSDI




  
  
 







1SFNJVNTBOEEFQPTJUT
'FFBOEPUIFSJODPNF
/FUFBSOJOHT

1SFNJVNTBOEEFQPTJUT
3FJOTVSBODFQSFNJVNTDBOWBSZTJHOJGJDBOUMZGSPNQFSJPEUPQFSJPEEFQFOEJOHPOUIFUFSNTPGVOEFSMZJOHUSFBUJFT'PS
DFSUBJOMJGFSFJOTVSBODFUSBOTBDUJPOT QSFNJVNTXJMMWBSZCBTFEPOUIFGPSNPGUIFUSBOTBDUJPO5SFBUJFTXIFSFJOTVSBODF
DPOUSBDUMJBCJMJUJFTBSFBTTVNFEPOBQSPQPSUJPOBUFCBTJTXJMMUZQJDBMMZIBWFTJHOJGJDBOUMZIJHIFSQSFNJVNTUIBOUSFBUJFT
XIFSFDMBJNTBSFOPUJODVSSFECZUIFSFJOTVSFSVOUJMBUISFTIPMEJTFYDFFEFE&BSOJOHTBSFOPUEJSFDUMZDPSSFMBUFEUP
QSFNJVNTSFDFJWFE
1SFNJVNTBOEEFQPTJUTGPSUIFGJSTURVBSUFSPGEFDSFBTFEGSPNCJMMJPOUPCJMMJPODPNQBSFEUPUIFTBNF
RVBSUFSMBTUZFBS QSJNBSJMZEVFUPSFTUSVDUVSFESFJOTVSBODFBHSFFNFOUT QBSUJBMMZPGGTFUCZOFXSFJOTVSBODFBHSFFNFOUT
BOEIJHIFSWPMVNFTSFMBUJOHUPFYJTUJOHCVTJOFTT
1SFNJVNTBOEEFQPTJUTGPSUIFGJSTURVBSUFSPGJODSFBTFECZCJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZ
EVFUPOFXBOESFTUSVDUVSFESFJOTVSBODFBHSFFNFOUTBOEIJHIFSWPMVNFTSFMBUJOHUPFYJTUJOHCVTJOFTT
'FFBOEPUIFSJODPNF
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGXBTDPNQBSBCMFUPUIFTBNFQFSJPEMBTUZFBS
'FFBOEPUIFSJODPNFGPSUIFGJSTURVBSUFSPGEFDSFBTFECZNJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZ
EVFUPOFXBOESFTUSVDUVSFESFJOTVSBODFBHSFFNFOUT
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/FUFBSOJOHT
/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGJODSFBTFECZNJMMJPOUPNJMMJPODPNQBSFEUPUIFTBNFRVBSUFSMBTU
ZFBS5IFJODSFBTFXBTQSJNBSJMZEVFUPIJHIFSDPOUSJCVUJPOTGSPNJOTVSBODFDPOUSBDUMJBCJMJUZCBTJTDIBOHFT QBSUJBMMZ
PGGTFUCZMPXFSJNQBDUTGSPNOFXCVTJOFTTHBJOT
/FUFBSOJOHTGPSUIFGJSTURVBSUFSPGJODSFBTFECZNJMMJPODPNQBSFEUPUIFQSFWJPVTRVBSUFS QSJNBSJMZEVFUP
IJHIFSDPOUSJCVUJPOTGSPNJOTVSBODFDPOUSBDUMJBCJMJUZCBTJTDIBOHFTBOEGBWPVSBCMFNPSUBMJUZFYQFSJFODFJOUIFBOOVJUZ
TFHNFOU QBSUJBMMZPGGTFUCZMPXFSJNQBDUTGSPNOFXCVTJOFTTHBJOTBOEMFTTGBWPVSBCMFNPSUBMJUZFYQFSJFODFJOUIF
USBEJUJPOBMMJGFTFHNFOU

&6301&$03103"5&
5IF&VSPQF$PSQPSBUFBDDPVOUJODMVEFTGJOBODJOHDIBSHFT UIFJNQBDUPGDFSUBJOOPODPOUJOVJOHJUFNTBTXFMMBTUIF
SFTVMUTGPSUIFMFHBDZJOUFSOBUJPOBMCVTJOFTTFT
*OUIFGJSTURVBSUFSPG &VSPQF$PSQPSBUFIBEBOFUMPTTPGNJMMJPODPNQBSFEUPBOFUMPTTPGNJMMJPOGPSUIF
TBNF RVBSUFS MBTU ZFBS QSJNBSJMZ EVF UP MPXFS SFTUSVDUVSJOH FYQFOTFT  5IF GJSTU RVBSUFS PG  SFTVMUT JODMVEFE
SFTUSVDUVSJOHDPTUTPGNJMMJPOSFMBUFEUP*SJTI-JGF)FBMUIBOEUIF*SJTI-JGFSFUBJMCVTJOFTTFT

5IF-JGFDP$PSQPSBUFTFHNFOUJODMVEFTPQFSBUJOHSFTVMUTGPSBDUJWJUJFTPG-JGFDPUIBUBSFOPUBTTPDJBUFEXJUIUIFNBKPS
CVTJOFTTVOJUTPGUIF$PNQBOZ
'PSUIFUISFFNPOUITFOEFE.BSDI  -JGFDP$PSQPSBUFIBEBOFUMPTTPGNJMMJPODPNQBSFEUPBOFUMPTTPG
NJMMJPOGPSUIFTBNFQFSJPEJO QSJNBSJMZEVFUPIJHIFSOFUJOWFTUNFOUJODPNFBOEMPXFSPQFSBUJOHFYQFOTFT

PART C

-*'&$0$03103"5&01&3"5*/(3&46-54

GREAT-WEST LIFECO INC.

'PSUIFUISFFNPOUITFOEFE.BSDI  &VSPQF$PSQPSBUFIBEBOFUMPTTPGNJMMJPODPNQBSFEUPOFUFBSOJOHT
PGNJMMJPOGPSUIFQSFWJPVTRVBSUFS/FUFBSOJOHTGPSUIFGPVSUIRVBSUFSPGJODMVEFEUIFJNQBDUPG64UBY
SFGPSN XIJDIXBTBOFUQPTJUJWFPGNJMMJPO QSJNBSJMZSFMBUFEUPBSFEVDUJPOPGEFGFSSFEUBYMJBCJMJUJFTJOUIF3FJOTVSBODF
CVTJOFTTVOJUBOESFTUSVDUVSJOHDPTUTPGNJMMJPOSFMBUFEUP*SJTI-JGF)FBMUIBOEUIF*SJTI-JGFSFUBJMCVTJOFTTFT

5IFOFUMPTTGPSUIFUISFFNPOUITFOEFE.BSDI PGNJMMJPOEFDSFBTFEGSPNBOFUMPTTPGNJMMJPOJOUIF
QSFWJPVTRVBSUFS QSJNBSJMZEVFUPIJHIFSOFUJOWFTUNFOUJODPNFBOEBEFDSFBTFJOQSFGFSSFETIBSFEJWJEFOETSFMBUFE
UP QSFGFSSFE TIBSFT JTTVFE JO UIF TFDPOE RVBSUFS PG   QBSUJBMMZ PGGTFU CZ IJHIFS PQFSBUJOH FYQFOTFT  *O 
QSFGFSSFETIBSFEJWJEFOETSFMBUFEUPQSFGFSSFETIBSFTJTTVFEJOUIFTFDPOERVBSUFSPGXFSFBMMPDBUFEUPUIF$BOBEB
TFHNFOU
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

3*4,."/"(&.&/5"/%$0/530-13"$5*$&4
5IF$PNQBOZ`T&OUFSQSJTF3JTL.BOBHFNFOU &3. 'SBNFXPSLGBDJMJUBUFTUIFBMJHONFOUPGCVTJOFTTTUSBUFHZXJUI
SJTL BQQFUJUF  JOGPSNT BOE JNQSPWFT UIF EFQMPZNFOU PG DBQJUBM BOE TVQQPSUT UIF JEFOUJGJDBUJPO  NJUJHBUJPO BOE
NBOBHFNFOU PG FYQPTVSF UP QPTTJCMF PQFSBUJPOBM TVSQSJTFT  MPTTFT BOE SJTLT  5IF $PNQBOZ`T 3JTL 'VODUJPO JT
SFTQPOTJCMFGPSUIF3JTL"QQFUJUF'SBNFXPSL 3"' UIFTVQQPSUJOHSJTLQPMJDJFTBOESJTLMJNJUTUSVDUVSF BOEQSPWJEFT
JOEFQFOEFOUSJTLPWFSTJHIUBDSPTTUIF$PNQBOZ`TPQFSBUJPOT5IF#PBSEPG%JSFDUPSTJTVMUJNBUFMZSFTQPOTJCMFGPSUIF
$PNQBOZTSJTLHPWFSOBODFBOEBTTPDJBUFESJTLQPMJDJFT5IFTFJODMVEFUIF&3.1PMJDZ XIJDIFTUBCMJTIFTUIFHVJEJOH
QSJODJQMFTPGSJTLNBOBHFNFOU BOEUIF3"' XIJDISFGMFDUTUIFMFWFMTBOEUZQFTPGSJTLUIBUUIF$PNQBOZJTXJMMJOHUP
BDDFQUUPBDIJFWFJUTCVTJOFTTPCKFDUJWFT%VSJOHUIFGJSTURVBSUFSPG UIFSFXFSFOPTJHOJGJDBOUDIBOHFTUPUIF
$PNQBOZT SJTL NBOBHFNFOU BOE DPOUSPM QSBDUJDFT  3FGFS UP UIF $PNQBOZT  "OOVBM .%" GPS B EFUBJMFE
EFTDSJQUJPOPGUIF$PNQBOZTSJTLNBOBHFNFOUBOEDPOUSPMQSBDUJDFT

"$$06/5*/(10-*$*&4

PART C

GREAT-WEST LIFECO INC.

*/5&3/"5*0/"-'*/"/$*"-3&1035*/(45"/%"3%4
%VFUPUIFFWPMWJOHOBUVSFPG*'34 UIFSFBSFBOVNCFSPG*'34DIBOHFTJNQBDUJOHUIF$PNQBOZJO BTXFMMBT
TUBOEBSETUIBUDPVMEJNQBDUUIF$PNQBOZJOGVUVSFSFQPSUJOHQFSJPET5IF$PNQBOZBDUJWFMZNPOJUPSTGVUVSF*'34
DIBOHFTQSPQPTFECZUIF*OUFSOBUJPOBM"DDPVOUJOH4UBOEBSET#PBSE *"4# UPBTTFTTJGUIFDIBOHFTUPUIFTUBOEBSET
NBZIBWFBOJNQBDUPOUIF$PNQBOZTSFTVMUTPSPQFSBUJPOT
&GGFDUJWF+BOVBSZ  UIF$PNQBOZBEPQUFE*'34 3FWFOVFGSPN$POUSBDUTXJUI$VTUPNFST *'34 XIJDI
SFQMBDFT*"4 $POTUSVDUJPO$POUSBDUTBOE*"4 3FWFOVF5IFTUBOEBSEQSFTDSJCFTBGJWFTUFQSFDPHOJUJPOBOE
NFBTVSFNFOUNPEFMGPSSFWFOVFGSPNDPOUSBDUTXJUIDVTUPNFSTBOESFMBUFEDPTUT3FWFOVFBSJTJOHGSPNJOTVSBODF
DPOUSBDUT MFBTFDPOUSBDUTBOEGJOBODJBMJOTUSVNFOUTBSFPVUPGUIFTDPQFPG*'34
'FFJODPNFJODMVEFTGFFTFBSOFEGSPNNBOBHFNFOUPGTFHSFHBUFEGVOEBTTFUT QSPQSJFUBSZNVUVBMGVOEBTTFUT SFDPSE
LFFQJOH  GFFT FBSOFE PO BENJOJTUSBUJWF TFSWJDFT POMZ (SPVQ IFBMUI DPOUSBDUT  DPNNJTTJPOT BOE GFFT FBSOFE GSPN
NBOBHFNFOUTFSWJDFT6OEFS*'34 UIF$PNQBOZSFDPHOJ[FTSFWFOVFPOUIFUSBOTGFSPGTFSWJDFTUPDVTUPNFSTGPS
UIFBNPVOUUIBUSFGMFDUTUIFDPOTJEFSBUJPOFYQFDUFEUPCFSFDFJWFEJOFYDIBOHFGPSUIPTFTFSWJDFTQSPNJTFE
"TBSFTVMUPGDIBOHFTUPUIFUSFBUNFOUPGDPTUTUPGVMGJMMBDPOUSBDUXJUIUIFDVTUPNFSPOUSBOTJUJPOUP*'34 UIF
$PNQBOZBQQMJFEUIFNPEJGJFESFUSPTQFDUJWFBQQSPBDIBOESFDPSEFEBOBEKVTUNFOUGPSUIFEFSFDPHOJUJPOPGDFSUBJO
EFGFSSFETBMFTDPNNJTTJPOTBOESFMBUFEJODPNFUBYMJBCJMJUJFTXIJDISFTVMUFEJOBEFDSFBTFPGNJMMJPOUPPQFOJOH
BDDVNVMBUFETVSQMVTBU+BOVBSZ 
*O BEEJUJPO  UIF $PNQBOZ IBT SFDMBTTJGJFE GFF BOE QSFNJVN JODPNF BNPVOUT GPS  DPNQBSBUJWF QFSJPET JO UIF
$POTPMJEBUFE4UBUFNFOUTPG&BSOJOHTBOEJOUIJT.%"GPSUIFDIBOHFJOQSFTFOUBUJPOPGDFSUBJOSFWFOVFTBOEFYQFOTFT
POBHSPTTPSOFUCBTJT5IFTFSFDMBTTJGJDBUJPOTEJEOPUIBWFBOJNQBDUPOUIFOFUFBSOJOHT
'PSBGVSUIFSEFTDSJQUJPOPGUIFJNQBDUPGUIFBDDPVOUJOHQPMJDZDIBOHF SFGFSUPOPUFPGUIF$PNQBOZTDPOEFOTFE
DPOTPMJEBUFEJOUFSJNVOBVEJUFEGJOBODJBMTUBUFNFOUTGPSUIFQFSJPEFOEFE.BSDI 


5IF$PNQBOZBEPQUFEUIFOBSSPXTDPQFBNFOENFOUTUP*OUFSOBUJPOBM'JOBODJBM3FQPSUJOH4UBOEBSET *'34 GPS*"4
  *OWFTUNFOU 1SPQFSUZ  *'34   4IBSFCBTFE 1BZNFOU  *'3*$   'PSFJHO $VSSFODZ 5SBOTBDUJPOT BOE"EWBODF
$POTJEFSBUJPOBOE"OOVBM*NQSPWFNFOUT$ZDMFGPSUIFBNFOENFOUTUP*'34 'JSTUUJNF"EPQUJPOPG
*OUFSOBUJPOBM'JOBODJBM3FQPSUJOH4UBOEBSETBOE*"4 *OWFTUNFOUTJO"TTPDJBUFTBOE+PJOU7FOUVSFT FGGFDUJWF+BOVBSZ
 5IFBEPQUJPOPGUIFTFOBSSPXTDPQFBNFOENFOUTEJEOPUIBWFBTJHOJGJDBOUJNQBDUPOUIF$PNQBOZ`TGJOBODJBM
TUBUFNFOUT
5IFSFIBWFCFFOOPPUIFSTJHOJGJDBOUDIBOHFTUPUIFGVUVSFBDDPVOUJOHQPMJDJFTUIBUDPVMEJNQBDUUIF$PNQBOZ JO
BEEJUJPOUPUIFEJTDMPTVSFJOUIF%FDFNCFS "OOVBM.%"
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.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT

05)&3*/'03."5*0/
%*4$-0463&$0/530-4"/%130$&%63&4
5IF$PNQBOZ`TEJTDMPTVSFDPOUSPMTBOEQSPDFEVSFTBSFEFTJHOFEUPQSPWJEFSFBTPOBCMFBTTVSBODFUIBUJOGPSNBUJPO
SFMBUJOHUPUIF$PNQBOZXIJDIJTSFRVJSFEUPCFEJTDMPTFEJOSFQPSUTGJMFEVOEFSQSPWJODJBMBOEUFSSJUPSJBMTFDVSJUJFT
MFHJTMBUJPOJT B SFDPSEFE QSPDFTTFE TVNNBSJ[FEBOESFQPSUFEXJUIJOUIFUJNFQFSJPETTQFDJGJFEJOUIFQSPWJODJBMBOE
UFSSJUPSJBM TFDVSJUJFT MFHJTMBUJPO  BOE C  BDDVNVMBUFE BOE DPNNVOJDBUFE UP UIF $PNQBOZT TFOJPS NBOBHFNFOU
JODMVEJOHUIF1SFTJEFOUBOE$IJFG&YFDVUJWF0GGJDFSBOEUIF&YFDVUJWF7JDF1SFTJEFOUBOE$IJFG'JOBODJBM0GGJDFS BT
BQQSPQSJBUF UPBMMPXUJNFMZEFDJTJPOTSFHBSEJOHSFRVJSFEEJTDMPTVSF
*/5&3/"-$0/530-07&3'*/"/$*"-3&1035*/(
5IF$PNQBOZ`TJOUFSOBMDPOUSPMPWFSGJOBODJBMSFQPSUJOHJTEFTJHOFEUPQSPWJEFSFBTPOBCMFBTTVSBODFSFHBSEJOHUIF
SFMJBCJMJUZPGGJOBODJBMSFQPSUJOHBOEUIFQSFQBSBUJPOPGGJOBODJBMTUBUFNFOUTGPSFYUFSOBMQVSQPTFTJOBDDPSEBODFXJUI
*'345IF$PNQBOZ`TNBOBHFNFOUJTSFTQPOTJCMFGPSFTUBCMJTIJOHBOENBJOUBJOJOHFGGFDUJWFJOUFSOBMDPOUSPMPWFS
GJOBODJBM SFQPSUJOH "MM JOUFSOBM DPOUSPM TZTUFNT IBWF JOIFSFOU MJNJUBUJPOT BOE NBZ CFDPNF JOFGGFDUJWF CFDBVTF PG
DIBOHFT JO DPOEJUJPOT  5IFSFGPSF  FWFO UIPTF TZTUFNT EFUFSNJOFE UP CF FGGFDUJWF DBO QSPWJEF POMZ SFBTPOBCMF
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SFDPHOJUJPOBOENFBTVSFNFOUNPEFMGPSSFWFOVFGSPNDPOUSBDUTXJUIDVTUPNFSTBOESFMBUFEDPTUT3FWFOVFBSJTJOH
GSPNJOTVSBODFDPOUSBDUT MFBTFDPOUSBDUTBOEGJOBODJBMJOTUSVNFOUTBSFPVUPGUIFTDPQFPG*'34
'FFJODPNFJODMVEFTGFFTFBSOFEGSPNNBOBHFNFOUPGTFHSFHBUFEGVOEBTTFUT QSPQSJFUBSZNVUVBMGVOEBTTFUT
SFDPSELFFQJOH GFFTFBSOFEPOBENJOJTUSBUJWFTFSWJDFTPOMZ(SPVQIFBMUIDPOUSBDUT DPNNJTTJPOTBOEGFFTFBSOFE
GSPNNBOBHFNFOUTFSWJDFT6OEFS*'34 UIF$PNQBOZSFDPHOJ[FTSFWFOVFPOUIFUSBOTGFSPGTFSWJDFTUP
DVTUPNFSTGPSUIFBNPVOUUIBUSFGMFDUTUIFDPOTJEFSBUJPOFYQFDUFEUPCFSFDFJWFEJOFYDIBOHFGPSUIPTFTFSWJDFT
QSPNJTFE
"TBSFTVMUPGDIBOHFTUPUIFUSFBUNFOUPGDPTUTUPGVMGJMMBDPOUSBDUXJUIUIFDVTUPNFSPOUSBOTJUJPOUP*'34 UIF
$PNQBOZBQQMJFEUIFNPEJGJFESFUSPTQFDUJWFBQQSPBDIBOESFDPSEFEBOBEKVTUNFOUGPSUIFEFSFDPHOJUJPOPGDFSUBJO
EFGFSSFE TBMFT DPNNJTTJPOT BOE SFMBUFE JODPNF UBY MJBCJMJUJFT XIJDI SFTVMUFE JO B EFDSFBTF PG  UP PQFOJOH
BDDVNVMBUFETVSQMVTBU+BOVBSZ 
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#BTJTPG1SFTFOUBUJPOBOE4VNNBSZPG"DDPVOUJOH1PMJDJFT DPOUE
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$PNQBSBUJWF'JHVSFT
*OBEEJUJPO UIF$PNQBOZIBTSFDMBTTJGJFEDPNQBSBUJWFBNPVOUTJOUIF$POTPMJEBUFE4UBUFNFOUTPG&BSOJOHTGPS
UIFDIBOHFJOQSFTFOUBUJPOPGDFSUBJOSFWFOVFTBOEFYQFOTFTPOBHSPTTPSOFUCBTJT5IFTFDIBOHFTXFSFNPTUMZ
JOUIF64TFHNFOUXIFSFUIFSFXBTBDIBOHFJOUIFQSJODJQBMWFSTVTBHFOUSFMBUJPOTIJQBTBSFTVMUPGUIFHVJEBODF
QSFTDSJCFEVOEFS*'34JOBTTFTTJOHXIFUIFSUIFFOUJUZDPOUSPMTUIFTFSWJDFUSBOTGFSSFEUPUIFDVTUPNFS"TB
SFTVMU  DFSUBJO CBMBODFT XJUIJO HSPTT QSFNJVNT XSJUUFO  GFF BOE PUIFS JODPNF  PQFSBUJOH BOE BENJOJTUSBUJWF
FYQFOTFT BOEDPNNJTTJPOTXFSFSFDMBTTJGJFE5IFTFSFDMBTTJGJDBUJPOTXFSFOPUTJHOJGJDBOUBOEEJEOPUIBWFBO
JNQBDUPOUIFDPOTPMJEBUFEOFUFBSOJOHT UIFJNQBDUCZMJOFJUFNTPOUIF$POTPMJEBUFE4UBUFNFOUTPG&BSOJOHTJT
BTGPMMPXT

*ODSFBTF EFDSFBTF
'PSUIFUISFFNPOUITFOEFE
%FDFNCFS 
"NPVOUTQSFWJPVTMZSFQPSUFE
3FDMBTTJGJDBUJPO
3FWJTFEBNPVOUQSFTFOUFE
'PSUIFUISFFNPOUITFOEFE
.BSDI 
"NPVOUTQSFWJPVTMZSFQPSUFE
3FDMBTTJGJDBUJPO
3FWJTFEBNPVOUQSFTFOUFE

(SPTT
QSFNJVNT
XSJUUFO







0QFSBUJOHBOE
'FFBOEPUIFS
BENJOJTUSBUJWF
JODPNF
$PNNJTTJPOT
FYQFOTFT

  

  

  

  

 

 

 

 

  

  

  

  

 

 

 

 

5IF$PNQBOZBEPQUFEUIFOBSSPXTDPQFBNFOENFOUTUP*OUFSOBUJPOBM'JOBODJBM3FQPSUJOH4UBOEBSET *'34 GPS
*"4   *OWFTUNFOU 1SPQFSUZ  *'34   4IBSFCBTFE 1BZNFOU  *'3*$   'PSFJHO $VSSFODZ 5SBOTBDUJPOT BOE
"EWBODF$POTJEFSBUJPOBOE"OOVBM*NQSPWFNFOUT$ZDMFGPSUIFBNFOENFOUTUP*'34 'JSTUUJNF
"EPQUJPOPG*OUFSOBUJPOBM'JOBODJBM3FQPSUJOH4UBOEBSETBOE*"4 *OWFTUNFOUTJO"TTPDJBUFTBOE+PJOU7FOUVSFT
FGGFDUJWF+BOVBSZ 5IFBEPQUJPOPGUIFTFOBSSPXTDPQFBNFOENFOUTEJEOPUIBWFBTJHOJGJDBOUJNQBDUPO
UIF$PNQBOZaTGJOBODJBMTUBUFNFOUT
5IFSF IBWF CFFO OP TJHOJGJDBOU DIBOHFT UP UIF GVUVSF BDDPVOUJOH QPMJDJFT UIBU DPVME JNQBDU UIF $PNQBOZ  BT
EJTDMPTFEJOUIF%FDFNCFS DPOTPMJEBUFEBOOVBMBVEJUFEGJOBODJBMTUBUFNFOUT
6TFPG4JHOJGJDBOU+VEHNFOUT &TUJNBUFTBOE"TTVNQUJPOT
*OQSFQBSBUJPOPGUIFTFDPOTPMJEBUFEGJOBODJBMTUBUFNFOUT NBOBHFNFOUJTSFRVJSFEUPNBLFTJHOJGJDBOUKVEHNFOUT
FTUJNBUFT BOE BTTVNQUJPOT UIBU BGGFDU UIF SFQPSUFE BNPVOUT PG BTTFUT  MJBCJMJUJFT  OFU FBSOJOHT BOE SFMBUFE
EJTDMPTVSFT"MUIPVHITPNFVODFSUBJOUZJTJOIFSFOUJOUIFTFKVEHNFOUTBOEFTUJNBUFT NBOBHFNFOUCFMJFWFTUIBU
UIFBNPVOUTSFDPSEFEBSFSFBTPOBCMF,FZTPVSDFTPGFTUJNBUJPOVODFSUBJOUZBOEBSFBTXIFSFTJHOJGJDBOUKVEHNFOUT
IBWFCFFONBEFBSFGVSUIFSEFTDSJCFEJOUIFSFMFWBOUBDDPVOUJOHQPMJDJFTBTEFTDSJCFEJOOPUFPGUIF$PNQBOZT
%FDFNCFS DPOTPMJEBUFEBOOVBMBVEJUFEGJOBODJBMTUBUFNFOUTBOEOPUFTUIFSFUP
5IFSFTVMUTPGUIF$PNQBOZSFGMFDUNBOBHFNFOUTKVEHNFOUTSFHBSEJOHUIFJNQBDUPGQSFWBJMJOHHMPCBMDSFEJU FRVJUZ
BOEGPSFJHOFYDIBOHFNBSLFUDPOEJUJPOT5IFQSPWJTJPOGPSGVUVSFDSFEJUMPTTFTXJUIJOUIF$PNQBOZTJOTVSBODF
DPOUSBDUMJBCJMJUJFTSFMJFTVQPOJOWFTUNFOUDSFEJUSBUJOHT5IF$PNQBOZTQSBDUJDFJTUPVTFUIJSEQBSUZJOEFQFOEFOU
DSFEJUSBUJOHTXIFSFBWBJMBCMF.BOBHFNFOUKVEHNFOUJTSFRVJSFEXIFOTFUUJOHDSFEJUSBUJOHTGPSJOTUSVNFOUTUIBU
EPOPUIBWFBUIJSEQBSUZDSFEJUSBUJOH
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 #VTJOFTT"DRVJTJUJPOT %JTQPTBMTBOE0UIFS5SBOTBDUJPOT
B 3FUJSFNFOU"EWBOUBHF
0O+BOVBSZ  UIF$PNQBOZ UISPVHIJUTJOEJSFDUXIPMMZPXOFETVCTJEJBSZ5IF$BOBEB-JGF(SPVQ 6,
-UE DPNQMFUFEUIFBDRVJTJUJPOPGPGUIFPVUTUBOEJOHTIBSFTPG.(."EWBOUBHF)PMEJOHT-UEXIJDI
PQFSBUFT BT 3FUJSFNFOU"EWBOUBHF B GJOBODJBM TFSWJDFT QSPWJEFS CBTFE JO UIF 6OJUFE ,JOHEPN UIBU PGGFST
SFUJSFNFOUBOEFRVJUZSFMFBTFTFSWJDFT
"UUIFEBUFPGBDRVJTJUJPO UIFBTTFUTBDRVJSFEBOEMJBCJMJUJFTBTTVNFEBSFBTGPMMPXT
"TTFUTBDRVJSFE
#POET
3FJOTVSBODFBTTFUT
.PSUHBHFMPBOTFRVJUZSFMFBTFNPSUHBHFT
$BTIBOEDBTIFRVJWBMFOUTBOEPUIFSBTTFUT
*OWFTUNFOUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
5PUBMBTTFUTBDRVJSFE




 



 

"TBU.BSDI  UIFBDDPVOUJOHGPSUIFBDRVJTJUJPOJTJODPNQMFUFQFOEJOHDPNQMFUJPOPGBDPNQSFIFOTJWF
WBMVBUJPOPGUIFOFUBTTFUTBDRVJSFE5IFGJOBODJBMTUBUFNFOUTBU.BSDI SFGMFDUNBOBHFNFOUaTCFTU
FTUJNBUFPGUIFQVSDIBTFQSJDFBMMPDBUJPO XIJDIJODMVEFTQSPWJTJPOBMBNPVOUT5IFDPNQSFIFOTJWFFWBMVBUJPO
PGUIFBTTFUTBDRVJSFEBOEMJBCJMJUJFTBTTVNFE BOEDPNQMFUJPOPGUIFQVSDIBTFQSJDFBMMPDBUJPOXJMMCFGJOBMJ[FE
EVSJOH5IFJOJUJBMBNPVOUBTTJHOFEUPHPPEXJMMPGPOUIFEBUFPGBDRVJTJUJPOXJMMCFBEKVTUFEEVSJOH
UIFZFBS

PART C
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-JBCJMJUJFTBTTVNFE
*OTVSBODFDPOUSBDUMJBCJMJUJFT
'VOETIFMEVOEFSSFJOTVSBODFBTTFUT
0UIFSMJBCJMJUJFT
*OWFTUNFOUBOEJOTVSBODFDPOUSBDUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
5PUBMMJBCJMJUJFTBTTVNFE



3FWFOVFBOEOFUFBSOJOHTPG3FUJSFNFOU"EWBOUBHFXFSFOPUTJHOJGJDBOUUPUIFSFTVMUTPGUIF$PNQBOZ
C &WFS8FTU3FBM&TUBUF1BSUOFST
0O 'FCSVBSZ     UIF $PNQBOZ  UISPVHI JUT XIPMMZPXOFE TVCTJEJBSZ (8- 3FBMUZ"EWJTPST 64 *OD
DPNQMFUFEUIFBDRVJTJUJPOPG&WFS8FTU3FBM&TUBUF1BSUOFST B6OJUFE4UBUFTSFBMFTUBUFBEWJTPS5IFBDRVJTJUJPO
XBTOPUNBUFSJBM
D "DRVJTJUJPOPG1BO"HPSB/PO$POUSPMMJOH*OUFSFTU
%VSJOHUIFRVBSUFS UIF$PNQBOZ UISPVHI1VUOBN BDRVJSFEUIFOPODPOUSPMMJOHJOUFSFTUJO1BO"HPSBQSFWJPVTMZ
IFMECZ/JQQPO-JGF*OTVSBODF$PNQBOZ5IJTUSBOTBDUJPOEFDSFBTFEBDDVNVMBUFETVSQMVTBOEOPODPOUSPMMJOH
JOUFSFTUTCZBOESFTQFDUJWFMZ XJUIOPJNQBDUPOOFUFBSOJOHT
E %JTQPTBMPG"TTFUT)FMEGPS4BMF
%VSJOHUIFRVBSUFS UIF$PNQBOZFYFDVUFEUIFGJOBMTBMFBHSFFNFOUBOEEJTQPTFEPGJUTBTTFUTIFMEGPSTBMF
UPUBMJOHBU%FDFNCFS 5IFEFSFDPHOJUJPOPGUIFTFBTTFUTIFMEGPSTBMFEJEOPUIBWFBOJNQBDU
POOFUFBSOJOHTGPSUIFQFSJPEFOEFE.BSDI 
4VCTFRVFOUFWFOU
0O"QSJM  UIF$PNQBOZ UISPVHIJUTJOEJSFDUXIPMMZPXOFETVCTJEJBSZ*SJTI-JGF(SPVQ-JNJUFE FOUFSFEJOUP
BOBHSFFNFOUUPBDRVJSFBDPOUSPMMJOHJOUFSFTUJO*OWFTDP-UE *SFMBOE BOJOEFQFOEFOUGJOBODJBMDPOTVMUBODZGJSN
JO*SFMBOE5IFBDRVJTJUJPOJTOPUFYQFDUFEUPCFNBUFSJBM
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1PSUGPMJP*OWFTUNFOUT
B $BSSZJOHWBMVFTBOEFTUJNBUFEGBJSWBMVFTPGQPSUGPMJPJOWFTUNFOUTBSFBTGPMMPXT
.BSDI 
$BSSZJOH
'BJS
WBMVF
WBMVF
#POET
%FTJHOBUFEGBJSWBMVFUISPVHIQSPGJUPSMPTT 
$MBTTJGJFEGBJSWBMVFUISPVHIQSPGJUPSMPTT 
"WBJMBCMFGPSTBMF
-PBOTBOESFDFJWBCMFT
.PSUHBHFMPBOT
3FTJEFOUJBM
%FTJHOBUFEGBJSWBMVFUISPVHIQSPGJUPSMPTT 
-PBOTBOESFDFJWBCMFT
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$PNNFSDJBM
4UPDLT
%FTJHOBUFEGBJSWBMVFUISPVHIQSPGJUPSMPTT 
"WBJMBCMFGPSTBMF
"WBJMBCMFGPSTBMF BUDPTU 
&RVJUZNFUIPE
*OWFTUNFOUQSPQFSUJFT
5PUBM


  
 
 
 
 



 



 
 
  

 
 
 
 
 

%FDFNCFS 
$BSSZJOH
'BJS
WBMVF
WBMVF
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"GJOBODJBMBTTFUJTEFTJHOBUFEBTGBJSWBMVFUISPVHIQSPGJUPSMPTTPOJOJUJBMSFDPHOJUJPOJGJUFMJNJOBUFTPS
TJHOJGJDBOUMZSFEVDFTBOBDDPVOUJOHNJTNBUDI$IBOHFTJOUIFGBJSWBMVFPGGJOBODJBMBTTFUTEFTJHOBUFEBT
GBJSWBMVFUISPVHIQSPGJUPSMPTTBSFHFOFSBMMZPGGTFUCZDIBOHFTJOJOTVSBODFDPOUSBDUMJBCJMJUJFT TJODFUIF
NFBTVSFNFOUPGJOTVSBODFDPOUSBDUMJBCJMJUJFTJTEFUFSNJOFEXJUISFGFSFODFUPUIFBTTFUTTVQQPSUJOHUIF
MJBCJMJUJFT
"GJOBODJBMBTTFUJTDMBTTJGJFEBTGBJSWBMVFUISPVHIQSPGJUPSMPTTPOJOJUJBMSFDPHOJUJPOJGJUJTQBSUPGBQPSUGPMJP
UIBUJTBDUJWFMZUSBEFEGPSUIFQVSQPTFPGFBSOJOHJOWFTUNFOUJODPNF




'BJSWBMVFDBOOPUCFSFMJBCMZNFBTVSFE UIFSFGPSFUIFJOWFTUNFOUTBSFIFMEBUDPTU
&RVJUZSFMFBTFNPSUHBHFTBDRVJSFEXJUIUIFBDRVJTJUJPOPG3FUJSFNFOU"EWBOUBHF OPUF BSFEFTJHOBUFE
BUGBJSWBMVFUISPVHIQSPGJUPSMPTT5IFSFBSFOPNBSLFUPCTFSWBCMFQSJDFTGPSFRVJUZSFMFBTFNPSUHBHFT
UIFSFGPSFBOJOUFSOBMEJTDPVOUFEDBTIGMPXNPEFMJTVTFEUPWBMVFUIFTFBTTFUT5IFTFNPSUHBHFMPBOTBSF
JODMVEFEBUMFWFMPGUIFGBJSWBMVFIJFSBSDIZ OPUF 


C 46

PCC_QUAT1_Eng03_GWL_2018-05-04_v1.indd C46

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

18-05-09 12:41 PM

1PSUGPMJP*OWFTUNFOUT DPOUE

C *ODMVEFEJOQPSUGPMJPJOWFTUNFOUTBSFUIFGPMMPXJOH
$BSSZJOHBNPVOUPGJNQBJSFEJOWFTUNFOUT
.BSDI

*NQBJSFEBNPVOUTCZDMBTTJGJDBUJPO
'BJSWBMVFUISPVHIQSPGJUPSMPTT
"WBJMBCMFGPSTBMF
-PBOTBOESFDFJWBCMFT
5PUBM



%FDFNCFS


 


 








5IFDBSSZJOHBNPVOUPGJNQBJSFEJOWFTUNFOUTJODMVEFTCPOET NPSUHBHFMPBOTBOETUPDLTBU
.BSDI  CPOET NPSUHBHFMPBOTBOETUPDLTBU%FDFNCFS  5IFBCPWFDBSSZJOH
WBMVFTGPSMPBOTBOESFDFJWBCMFTBSFOFUPGBMMPXBODFTPGBU.BSDI BOEBU%FDFNCFS

D /FUJOWFTUNFOUJODPNFDPNQSJTFTUIFGPMMPXJOH
.PSUHBHF
MPBOT

#POET


*OWFTUNFOU
QSPQFSUJFT

4UPDLT

0UIFS

5PUBM
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'PSUIFUISFFNPOUIT
FOEFE.BSDI 
3FHVMBSOFUJOWFTUNFOUJODPNF
*OWFTUNFOUJODPNFFBSOFE
/FUSFBMJ[FEHBJOT MPTTFT
"WBJMBCMFGPSTBMF
0UIFSDMBTTJGJDBUJPOT
0UIFSJODPNF FYQFOTFT
$IBOHFTJOGBJSWBMVFPOGBJSWBMVF
UISPVHIQSPGJUPSMPTTBTTFUT
$MBTTJGJFEGBJSWBMVFUISPVHI
QSPGJUPSMPTT
%FTJHOBUFEGBJSWBMVFUISPVHI
QSPGJUPSMPTT
3FDPSEFEBUGBJSWBMVFUISPVHI
QSPGJUPSMPTT
5PUBM
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1PSUGPMJP*OWFTUNFOUT DPOUE
'PSUIFUISFFNPOUIT
FOEFE.BSDI 
3FHVMBSOFUJOWFTUNFOUJODPNF
*OWFTUNFOUJODPNFFBSOFE
/FUSFBMJ[FEHBJOT
"WBJMBCMFGPSTBMF
0UIFSDMBTTJGJDBUJPOT
/FUBMMPXBODFTGPSDSFEJU
MPTTFTPOMPBOTBOE
SFDFJWBCMFT
0UIFSJODPNF FYQFOTFT

.PSUHBHF
MPBOT

#POET


  

 

*OWFTUNFOU
QSPQFSUJFT

4UPDLT

0UIFS

5PUBM
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$IBOHFTJOGBJSWBMVFPOGBJSWBMVF
UISPVHIQSPGJUPSMPTTBTTFUT
$MBTTJGJFEGBJSWBMVFUISPVHI
QSPGJUPSMPTT
%FTJHOBUFEGBJSWBMVFUISPVHI
QSPGJUPSMPTT
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3FDPSEFEBUGBJSWBMVFUISPVHI
QSPGJUPSMPTT
5PUBM



`

 



 

*OWFTUNFOUJODPNFFBSOFEDPNQSJTFTJODPNFGSPNJOWFTUNFOUTUIBUBSFDMBTTJGJFEBTBWBJMBCMFGPSTBMF MPBOT
BOE SFDFJWBCMFT BOE JOWFTUNFOUT DMBTTJGJFE PS EFTJHOBUFE BT GBJS WBMVF UISPVHI QSPGJU PS MPTT  *OWFTUNFOU
JODPNFGSPNCPOETBOENPSUHBHFTJODMVEFTJOUFSFTUJODPNFBOEQSFNJVNBOEEJTDPVOUBNPSUJ[BUJPO*ODPNF
GSPNTUPDLTJODMVEFTEJWJEFOET EJTUSJCVUJPOTGSPNQSJWBUFFRVJUZBOEFRVJUZJODPNFGSPNUIFJOWFTUNFOUJO*(.
'JOBODJBM*OD *(. BOE"MMJBO[*SFMBOE XIJDIXBTEJTQPTFEPGEVSJOH*OWFTUNFOUQSPQFSUJFTJODPNF
JODMVEFTSFOUBMJODPNFFBSOFEPOJOWFTUNFOUQSPQFSUJFT HSPVOESFOUJODPNFFBSOFEPOMFBTFEBOETVCMFBTFE
MBOE GFFSFDPWFSJFT MFBTFDBODFMMBUJPOJODPNF BOEJOUFSFTUBOEPUIFSJOWFTUNFOUJODPNFFBSOFEPOJOWFTUNFOU
QSPQFSUJFT  0UIFS JODPNF JODMVEFT QPMJDZIPMEFS MPBO JODPNF  GPSFJHO FYDIBOHF HBJOT BOE MPTTFT  JODPNF
FBSOFEGSPNEFSJWBUJWFGJOBODJBMJOTUSVNFOUTBOEPUIFSNJTDFMMBOFPVTJODPNF
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 'JOBODJBM*OTUSVNFOUT3JTL.BOBHFNFOU
5IF$PNQBOZIBTQPMJDJFTSFMBUJOHUPUIFJEFOUJGJDBUJPO NFBTVSFNFOU NBOBHFNFOU NPOJUPSJOHBOESFQPSUJOHPG
SJTLTBTTPDJBUFEXJUIGJOBODJBMJOTUSVNFOUT5IFLFZSJTLTSFMBUFEUPGJOBODJBMJOTUSVNFOUTBSFDSFEJUSJTL MJRVJEJUZ
SJTLBOENBSLFUSJTL DVSSFODZ JOUFSFTUSBUFBOEFRVJUZ 5IF3JTL$PNNJUUFFPGUIF#PBSEPG%JSFDUPSTJTSFTQPOTJCMF
GPSUIFPWFSTJHIUPGUIF$PNQBOZTLFZSJTLT5IF$PNQBOZTBQQSPBDIUPSJTLNBOBHFNFOUIBTOPUTVCTUBOUJBMMZ
DIBOHFEGSPNUIBUEFTDSJCFEJOUIF$PNQBOZT"OOVBM3FQPSU$FSUBJOSJTLTIBWFCFFOPVUMJOFECFMPX'PS
B EJTDVTTJPO PG UIF $PNQBOZT SJTL HPWFSOBODF TUSVDUVSF BOE SJTL NBOBHFNFOU BQQSPBDI  TFF UIF 'JOBODJBM
*OTUSVNFOUT3JTL.BOBHFNFOUOPUFJOUIF$PNQBOZT%FDFNCFS DPOTPMJEBUFEBOOVBMBVEJUFEGJOBODJBM
TUBUFNFOUT BOE UIF 3JTL .BOBHFNFOU BOE $POUSPM 1SBDUJDFT TFDUJPO JO UIF $PNQBOZT %FDFNCFS  
.BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
5IF$PNQBOZIBTBMTPFTUBCMJTIFEQPMJDJFTBOEQSPDFEVSFTEFTJHOFEUPJEFOUJGZ NFBTVSFBOESFQPSUBMMNBUFSJBM
SJTLT.BOBHFNFOUJTSFTQPOTJCMFGPSFTUBCMJTIJOHDBQJUBMNBOBHFNFOUQSPDFEVSFTGPSJNQMFNFOUJOHBOENPOJUPSJOH
UIFDBQJUBMQMBO5IF#PBSEPG%JSFDUPSTSFWJFXTBOEBQQSPWFTBMMDBQJUBMUSBOTBDUJPOTVOEFSUBLFOCZNBOBHFNFOU
B $SFEJU3JTL
$SFEJUSJTLJTUIFSJTLPGGJOBODJBMMPTTSFTVMUJOHGSPNUIFGBJMVSFPGEFCUPSTUPNBLFQBZNFOUTXIFOEVF

C -JRVJEJUZ3JTL

b
b

5IF$PNQBOZDMPTFMZNBOBHFTPQFSBUJOHMJRVJEJUZUISPVHIDBTIGMPXNBUDIJOHPGBTTFUTBOEMJBCJMJUJFTBOE
GPSFDBTUJOHFBSOFEBOESFRVJSFEZJFMET UPFOTVSFDPOTJTUFODZCFUXFFOQPMJDZIPMEFSSFRVJSFNFOUTBOEUIF
ZJFMEPGBTTFUT
.BOBHFNFOUDMPTFMZNPOJUPSTUIFTPMWFODZBOEDBQJUBMQPTJUJPOTPGJUTQSJODJQBMTVCTJEJBSJFTPQQPTJUFMJRVJEJUZ
SFRVJSFNFOUTBUUIFIPMEJOHDPNQBOZ"EEJUJPOBMMJRVJEJUZJTBWBJMBCMFUISPVHIFTUBCMJTIFEMJOFTPGDSFEJUPS
WJBDBQJUBMNBSLFUUSBOTBDUJPOT5IF$PNQBOZNBJOUBJOTDPNNJUUFEMJOFTPGDSFEJUXJUI$BOBEJBODIBSUFSFE
CBOLT

PART C

-JRVJEJUZSJTLJTUIFSJTLUIBUUIF$PNQBOZXJMMOPUCFBCMFUPNFFUBMMDBTIPVUGMPXPCMJHBUJPOTBTUIFZDPNF
EVF5IFGPMMPXJOHQPMJDJFTBOEQSPDFEVSFTBSFJOQMBDFUPNBOBHFUIJTSJTL

GREAT-WEST LIFECO INC.

$PODFOUSBUJPOPG$SFEJU3JTL
$PODFOUSBUJPOTPGDSFEJUSJTLBSJTFGSPNFYQPTVSFTUPBTJOHMFEFCUPS BHSPVQPGSFMBUFEEFCUPSTPSHSPVQTPG
EFCUPSTUIBUIBWFTJNJMBSDSFEJUSJTLDIBSBDUFSJTUJDTJOUIBUUIFZPQFSBUFJOUIFTBNFHFPHSBQIJDSFHJPOPSJO
TJNJMBSJOEVTUSJFT/PTJHOJGJDBOUDIBOHFTIBWFPDDVSSFEGSPNUIFZFBSFOEFE%FDFNCFS 

D .BSLFU3JTL
.BSLFUSJTLJTUIFSJTLUIBUUIFGBJSWBMVFPSGVUVSFDBTIGMPXTPGBGJOBODJBMJOTUSVNFOUXJMMGMVDUVBUFBTBSFTVMU
PGDIBOHFTJONBSLFUGBDUPSTXIJDIJODMVEFUISFFUZQFTDVSSFODZSJTL JOUFSFTUSBUF JODMVEJOHSFMBUFEJOGMBUJPO
SJTLBOEFRVJUZSJTL
$BVUJPO3FMBUFEUP3JTL4FOTJUJWJUJFT
5IFTFDPOTPMJEBUFEGJOBODJBMTUBUFNFOUTJODMVEFFTUJNBUFTPGTFOTJUJWJUJFTBOESJTLFYQPTVSFNFBTVSFTGPS
DFSUBJOSJTLT TVDIBTUIFTFOTJUJWJUZEVFUPTQFDJGJDDIBOHFTJOJOUFSFTUSBUFMFWFMTQSPKFDUFEBOENBSLFUQSJDFT
BTBUUIFWBMVBUJPOEBUF"DUVBMSFTVMUTDBOEJGGFSTJHOJGJDBOUMZGSPNUIFTFFTUJNBUFTGPSBWBSJFUZPGSFBTPOT
JODMVEJOH
b
b
b
b
b
b

"TTFTTNFOUPGUIFDJSDVNTUBODFTUIBUMFEUPUIFTDFOBSJPNBZMFBEUPDIBOHFTJO SF JOWFTUNFOUBQQSPBDIFT
BOEJOUFSFTUSBUFTDFOBSJPTDPOTJEFSFE
$IBOHFTJOBDUVBSJBM JOWFTUNFOUSFUVSOBOEGVUVSFJOWFTUNFOUBDUJWJUZBTTVNQUJPOT
"DUVBMFYQFSJFODFEJGGFSJOHGSPNUIFBTTVNQUJPOT
$IBOHFTJOCVTJOFTTNJY FGGFDUJWFJODPNFUBYSBUFTBOEPUIFSNBSLFUGBDUPST
*OUFSBDUJPOTBNPOHUIFTFGBDUPSTBOEBTTVNQUJPOTXIFONPSFUIBOPOFDIBOHFT BOE
5IFHFOFSBMMJNJUBUJPOTPGUIF$PNQBOZTJOUFSOBMNPEFMT
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'PSUIFTFSFBTPOT UIFTFOTJUJWJUJFTTIPVMEPOMZCFWJFXFEBTEJSFDUJPOBMFTUJNBUFTPGUIFVOEFSMZJOHTFOTJUJWJUJFT
GPSUIFSFTQFDUJWFGBDUPSTCBTFEPOUIFBTTVNQUJPOTPVUMJOFEBCPWF(JWFOUIFOBUVSFPGUIFTFDBMDVMBUJPOT
UIF$PNQBOZDBOOPUQSPWJEFBTTVSBODFUIBUUIFBDUVBMJNQBDUPOOFUFBSOJOHTBUUSJCVUFEUPTIBSFIPMEFSTXJMM
CFBTJOEJDBUFE
J

$VSSFODZ3JTL

PART C

GREAT-WEST LIFECO INC.

$VSSFODZSJTLSFMBUFTUPUIF$PNQBOZPQFSBUJOHBOEIPMEJOHGJOBODJBMJOTUSVNFOUTJOEJGGFSFOUDVSSFODJFT
'PSUIFBTTFUTCBDLJOHJOTVSBODFBOEJOWFTUNFOUDPOUSBDUMJBCJMJUJFTUIBUBSFOPUNBUDIFECZDVSSFODZ
DIBOHFTJOGPSFJHOFYDIBOHFSBUFTDBOFYQPTFUIF$PNQBOZUPUIFSJTLPGGPSFJHOFYDIBOHFMPTTFTOPU
PGGTFUCZMJBCJMJUZEFDSFBTFT5IF$PNQBOZIBTOFUJOWFTUNFOUTJOGPSFJHOPQFSBUJPOT5IF$PNQBOZaT
EFCUPCMJHBUJPOTBSFEFOPNJOBUFEJO$BOBEJBOEPMMBST FVSPTBOE64EPMMBST*OBDDPSEBODFXJUI*'34
GPSFJHODVSSFODZUSBOTMBUJPOHBJOTBOEMPTTFTGSPNOFUJOWFTUNFOUTJOGPSFJHOPQFSBUJPOT OFUPGSFMBUFE
IFEHJOH BDUJWJUJFT BOE UBY FGGFDUT  BSF SFDPSEFE JO BDDVNVMBUFE PUIFS DPNQSFIFOTJWF JODPNF
4USFOHUIFOJOHPSXFBLFOJOHPGUIF$BOBEJBOEPMMBSTQPUSBUFDPNQBSFEUPUIF64EPMMBS #SJUJTIQPVOE
BOEFVSPTQPUSBUFTJNQBDUTUIF$PNQBOZaTUPUBMFRVJUZ$PSSFTQPOEJOHMZ UIF$PNQBOZaTCPPLWBMVFQFS
TIBSFBOEDBQJUBMSBUJPTNPOJUPSFECZSBUJOHBHFODJFTBSFBMTPJNQBDUFE
b "XFBLFOJOHPGUIF$BOBEJBOEPMMBSBHBJOTUGPSFJHODVSSFODJFTXPVMECFFYQFDUFEUPJODSFBTF
OPOQBSUJDJQBUJOH JOTVSBODF BOE JOWFTUNFOU DPOUSBDU MJBCJMJUJFT BOE UIFJS TVQQPSUJOH BTTFUT CZ
BQQSPYJNBUFMZUIFTBNFBNPVOUSFTVMUJOHJOBOJNNBUFSJBMDIBOHFUPOFUFBSOJOHT"TUSFOHUIFOJOH
PG UIF $BOBEJBO EPMMBS BHBJOTU GPSFJHO DVSSFODJFT XPVME CF FYQFDUFE UP EFDSFBTF OPOQBSUJDJQBUJOH
JOTVSBODFBOEJOWFTUNFOUDPOUSBDUMJBCJMJUJFTBOEUIFJSTVQQPSUJOHBTTFUTCZBQQSPYJNBUFMZUIFTBNF
BNPVOUSFTVMUJOHJOBOJNNBUFSJBMDIBOHFJOOFUFBSOJOHT
JJ

*OUFSFTU3BUF3JTL
*OUFSFTUSBUFSJTLFYJTUTJGBTTFUBOEMJBCJMJUZDBTIGMPXTBSFOPUDMPTFMZNBUDIFEBOEJOUFSFTUSBUFTDIBOHF
DBVTJOHBEJGGFSFODFJOWBMVFCFUXFFOUIFBTTFUBOEMJBCJMJUZ
1SPKFDUFEDBTIGMPXTGSPNUIFDVSSFOUBTTFUTBOEMJBCJMJUJFTBSFVTFEJOUIF$BOBEJBO"TTFU-JBCJMJUZ.FUIPE
UP EFUFSNJOF JOTVSBODF DPOUSBDU MJBCJMJUJFT 7BMVBUJPO BTTVNQUJPOT IBWF CFFO NBEF SFHBSEJOH SBUFT PG
SFUVSOT PO TVQQPSUJOH BTTFUT  GJYFE JODPNF  FRVJUZ BOE JOGMBUJPO 5IF WBMVBUJPO BTTVNQUJPOT VTF CFTU
FTUJNBUFTPGGVUVSFSFJOWFTUNFOUSBUFTBOEJOGMBUJPOBTTVNQUJPOTXJUIBOBTTVNFEDPSSFMBUJPOUPHFUIFS
XJUI NBSHJOT GPS BEWFSTF EFWJBUJPO TFU JO BDDPSEBODF XJUI QSPGFTTJPOBM TUBOEBSET5IFTF NBSHJOT BSF
OFDFTTBSZ UP QSPWJEF GPS QPTTJCJMJUJFT PG NJTFTUJNBUJPO BOEPS GVUVSF EFUFSJPSBUJPO JO UIF CFTU FTUJNBUF
BTTVNQUJPOTBOEQSPWJEFSFBTPOBCMFBTTVSBODFUIBUJOTVSBODFDPOUSBDUMJBCJMJUJFTDPWFSBSBOHFPGQPTTJCMF
PVUDPNFT.BSHJOTBSFSFWJFXFEQFSJPEJDBMMZGPSDPOUJOVFEBQQSPQSJBUFOFTT
5FTUJOHVOEFSBOVNCFSPGJOUFSFTUSBUFTDFOBSJPT JODMVEJOHJODSFBTJOH EFDSFBTJOHBOEGMVDUVBUJOHSBUFT
JTEPOFUPBTTFTTSFJOWFTUNFOUSJTL5IFUPUBMQSPWJTJPOGPSJOUFSFTUSBUFTJTTVGGJDJFOUUPDPWFSBCSPBEFS
PSNPSFTFWFSFTFUPGSJTLTUIBOUIFNJOJNVNBSJTJOHGSPNUIFDVSSFOU$BOBEJBO*OTUJUVUFPG"DUVBSJFT
QSFTDSJCFETDFOBSJPT
5IFSBOHFPGJOUFSFTUSBUFTDPWFSFECZUIFTFQSPWJTJPOTJTTFUJODPOTJEFSBUJPOPGMPOHUFSNIJTUPSJDBMSFTVMUT
BOEJTNPOJUPSFERVBSUFSMZXJUIBGVMMSFWJFXBOOVBMMZ"OJNNFEJBUFQBSBMMFMTIJGUJOUIFZJFMEDVSWF
XPVMEOPUIBWFBNBUFSJBMJNQBDUPOUIF$PNQBOZaTWJFXPGUIFSBOHFPGJOUFSFTUSBUFTUPCFDPWFSFECZ
UIFQSPWJTJPOT*GTVTUBJOFEIPXFWFS UIFQBSBMMFMTIJGUDPVMEJNQBDUUIF$PNQBOZaTSBOHFPGTDFOBSJPT
DPWFSFE
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'JOBODJBM*OTUSVNFOUT3JTL.BOBHFNFOU DPOUE

5IF UPUBM QSPWJTJPO GPS JOUFSFTU SBUFT BMTP DPOTJEFST UIF JNQBDU PG UIF $BOBEJBO *OTUJUVUF PG"DUVBSJFT
QSFTDSJCFETDFOBSJPT
b "U.BSDI BOE%FDFNCFS  UIFFGGFDUPGBOJNNFEJBUFQBSBMMFMJODSFBTFJOUIFZJFME
DVSWFPOUIFQSFTDSJCFETDFOBSJPTSFTVMUTJOJOUFSFTUSBUFDIBOHFTUPBTTFUTBOEMJBCJMJUJFTUIBUXJMMPGGTFU
FBDIPUIFSXJUIOPJNQBDUUPOFUFBSOJOHT
b "U.BSDI BOE%FDFNCFS  UIFFGGFDUPGBOJNNFEJBUFQBSBMMFMEFDSFBTFJOUIF
ZJFMEDVSWFPOUIFQSFTDSJCFETDFOBSJPTSFTVMUTJOJOUFSFTUSBUFDIBOHFTUPBTTFUTBOEMJBCJMJUJFTUIBUXJMM
PGGTFUFBDIPUIFSXJUIOPJNQBDUUPOFUFBSOJOHT
"OPUIFSXBZPGNFBTVSJOHUIFJOUFSFTUSBUFSJTLBTTPDJBUFEXJUIUIJTBTTVNQUJPOJTUPEFUFSNJOFUIFFGGFDU
PO UIF JOTVSBODF BOE JOWFTUNFOU DPOUSBDU MJBCJMJUJFT JNQBDUJOH UIF TIBSFIPMEFST OFU FBSOJOHT PG UIF
$PNQBOZPGBDIBOHFJOUIF$PNQBOZTWJFXPGUIFSBOHFPGJOUFSFTUSBUFTUPCFDPWFSFECZUIFTF
QSPWJTJPOT5IFGPMMPXJOHQSPWJEFTJOGPSNBUJPOPOUIFFGGFDUPGBOJNNFEJBUFJODSFBTFPSEFDSFBTF
JOUIFJOUFSFTUSBUFTBUCPUIUIFMPXBOEIJHIFOEPGUIFSBOHFPGJOUFSFTUSBUFTSFDPHOJ[FEJOUIFQSPWJTJPOT
.BSDI 
JODSFBTF EFDSFBTF



 





 





 





 



&RVJUZSJTLJTUIFVODFSUBJOUZBTTPDJBUFEXJUIUIFWBMVBUJPOPGBTTFUTBOEMJBCJMJUJFTBSJTJOHGSPNDIBOHFTJO
FRVJUZNBSLFUTBOEPUIFSQSJDJOHSJTL5PNJUJHBUFQSJDJOHSJTL UIF$PNQBOZIBTJOWFTUNFOUQPMJDZHVJEFMJOFT
JO QMBDF UIBU QSPWJEF GPS QSVEFOU JOWFTUNFOU JO FRVJUZ NBSLFUT XJUIJO DMFBSMZ EFGJOFE MJNJUT 5IF SJTLT
BTTPDJBUFEXJUITFHSFHBUFEGVOEHVBSBOUFFTIBWFCFFONJUJHBUFEUISPVHIBIFEHJOHQSPHSBNGPSMJGFUJNF
(VBSBOUFFE.JOJNVN8JUIESBXBM#FOFGJUHVBSBOUFFTVTJOHFRVJUZGVUVSFT DVSSFODZGPSXBSET BOEJOUFSFTU
SBUF EFSJWBUJWFT 'PS QPMJDJFT XJUI TFHSFHBUFE GVOE HVBSBOUFFT  UIF $PNQBOZ HFOFSBMMZ EFUFSNJOFT
JOTVSBODFDPOUSBDUMJBCJMJUJFTBUBDPOEJUJPOBMUBJMFYQFDUBUJPOPG $5& MFWFM

PART C

JJJ &RVJUZ3JTL

GREAT-WEST LIFECO INC.

$IBOHFJOJOUFSFTUSBUFT
*ODSFBTF EFDSFBTF JOOPO
QBSUJDJQBUJOHJOTVSBODFBOE
JOWFTUNFOUDPOUSBDUMJBCJMJUJFT
*ODSFBTF EFDSFBTF JOOFU
FBSOJOHT

%FDFNCFS 
JODSFBTF EFDSFBTF

4PNFJOTVSBODFBOEJOWFTUNFOUDPOUSBDUMJBCJMJUJFTBSFTVQQPSUFECZJOWFTUNFOUQSPQFSUJFT DPNNPOTUPDLT
BOEQSJWBUFFRVJUJFT GPSFYBNQMFTFHSFHBUFEGVOEQSPEVDUTBOEQSPEVDUTXJUIMPOHUBJMDBTIGMPXT(FOFSBMMZ
UIFTFMJBCJMJUJFTXJMMGMVDUVBUFJOMJOFXJUIFRVJUZWBMVFT)PXFWFS UIFSFNBZCFBEEJUJPOBMNBSLFUBOEMJBCJMJUZ
JNQBDUTBTBSFTVMUPGDIBOHFTJOUIFFRVJUZWBMVFTUIBUXJMMDBVTFUIFMJBCJMJUJFTUPGMVDUVBUFEJGGFSFOUMZUIBO
UIFFRVJUZWBMVFT5IFGPMMPXJOHQSPWJEFTJOGPSNBUJPOPOUIFFYQFDUFEJNQBDUTPGBJODSFBTFPS
EFDSFBTFJOFRVJUZWBMVFT
.BSDI 
JODSFBTF EFDSFBTF
$IBOHFJOFRVJUZWBMVFT
*ODSFBTF EFDSFBTF JO
OPOQBSUJDJQBUJOHJOTVSBODFBOE
JOWFTUNFOUDPOUSBDUMJBCJMJUJFT
*ODSFBTF EFDSFBTF JOOFU
FBSOJOHT

%FDFNCFS 
JODSFBTF EFDSFBTF



 





 





 





 




P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

PCC_QUAT1_Eng03_GWL_2018-05-04_v1.indd C51

C 51

18-05-09 12:41 PM

'JOBODJBM*OTUSVNFOUT3JTL.BOBHFNFOU DPOUE

5IFCFTUFTUJNBUFSFUVSOBTTVNQUJPOTGPSFRVJUJFTBSFQSJNBSJMZCBTFEPOMPOHUFSNIJTUPSJDBMBWFSBHFT
$IBOHFTJOUIFDVSSFOUNBSLFUDPVMESFTVMUJODIBOHFTUPUIFTFBTTVNQUJPOTBOEXJMMJNQBDUCPUIBTTFU
BOEMJBCJMJUZDBTIGMPXT5IFGPMMPXJOHQSPWJEFTJOGPSNBUJPOPOUIFFYQFDUFEJNQBDUTPGBJODSFBTFPS
EFDSFBTFJOUIFCFTUFTUJNBUFBTTVNQUJPOT
.BSDI 
JODSFBTF EFDSFBTF
$IBOHFJOCFTUFTUJNBUFSFUVSO
BTTVNQUJPOTGPSFRVJUJFT
*ODSFBTF EFDSFBTF JO
OPOQBSUJDJQBUJOHJOTVSBODF
DPOUSBDUMJBCJMJUJFT
*ODSFBTF EFDSFBTF JOOFU
FBSOJOHT

%FDFNCFS 
JODSFBTF EFDSFBTF



 





 





 





 



 'BJS7BMVF.FBTVSFNFOU

PART C

GREAT-WEST LIFECO INC.

5IF$PNQBOZaTBTTFUTBOEMJBCJMJUJFTSFDPSEFEBUGBJSWBMVFIBWFCFFODBUFHPSJ[FECBTFEVQPOUIFGPMMPXJOHGBJS
WBMVFIJFSBSDIZ
-FWFM'BJSWBMVFNFBTVSFNFOUTVUJMJ[FPCTFSWBCMF RVPUFEQSJDFT VOBEKVTUFE JOBDUJWFNBSLFUTGPSJEFOUJDBM
BTTFUTPSMJBCJMJUJFTUIBUUIF$PNQBOZIBTUIFBCJMJUZUPBDDFTT"TTFUTBOEMJBCJMJUJFTVUJMJ[JOH-FWFMJOQVUTJODMVEF
BDUJWFMZFYDIBOHFUSBEFEFRVJUZTFDVSJUJFT FYDIBOHFUSBEFEGVUVSFT BOENVUVBMBOETFHSFHBUFEGVOETXIJDIIBWF
BWBJMBCMFQSJDFTJOBOBDUJWFNBSLFUXJUIOPSFEFNQUJPOSFTUSJDUJPOT
-FWFM'BJSWBMVFNFBTVSFNFOUTVUJMJ[FJOQVUTPUIFSUIBORVPUFEQSJDFTJODMVEFEJO-FWFMUIBUBSFPCTFSWBCMF
GPSUIFBTTFUPSMJBCJMJUZ FJUIFSEJSFDUMZPSJOEJSFDUMZ-FWFMJOQVUTJODMVEFRVPUFEQSJDFTGPSTJNJMBSBTTFUTBOE
MJBCJMJUJFTJOBDUJWFNBSLFUT BOEJOQVUTPUIFSUIBORVPUFEQSJDFTUIBUBSFPCTFSWBCMFGPSUIFBTTFUPSMJBCJMJUZ TVDI
BTJOUFSFTUSBUFTBOEZJFMEDVSWFTUIBUBSFPCTFSWBCMFBUDPNNPOMZRVPUFEJOUFSWBMT5IFGBJSWBMVFTGPSTPNF
-FWFMTFDVSJUJFTXFSFPCUBJOFEGSPNBQSJDJOHTFSWJDF5IFQSJDJOHTFSWJDFJOQVUTJODMVEF CVUBSFOPUMJNJUFEUP
CFODINBSLZJFMET SFQPSUFEUSBEFT CSPLFSEFBMFSRVPUFT JTTVFSTQSFBET UXPTJEFENBSLFUT CFODINBSLTFDVSJUJFT
PGGFSTBOESFGFSFODFEBUB-FWFMBTTFUTBOEMJBCJMJUJFTJODMVEFUIPTFQSJDFEVTJOHBNBUSJYXIJDIJTCBTFEPO
DSFEJURVBMJUZBOEBWFSBHFMJGF HPWFSONFOUBOEBHFODZTFDVSJUJFT SFTUSJDUFETUPDL TPNFQSJWBUFCPOETBOEFRVJUJFT
NPTU JOWFTUNFOUHSBEF BOE IJHIZJFME DPSQPSBUF CPOET  NPTU BTTFUCBDLFE TFDVSJUJFT  NPTU PWFSUIFDPVOUFS
EFSJWBUJWFT BOENPSUHBHFMPBOT*OWFTUNFOUDPOUSBDUTUIBUBSFNFBTVSFEBUGBJSWBMVFUISPVHIQSPGJUPSMPTTBSF
NPTUMZJODMVEFEJOUIF-FWFMDBUFHPSZ
-FWFM'BJSWBMVFNFBTVSFNFOUTVUJMJ[FPOFPSNPSFTJHOJGJDBOUJOQVUTUIBUBSFOPUCBTFEPOPCTFSWBCMFNBSLFU
JOQVUTBOEJODMVEFTJUVBUJPOTXIFSFUIFSFJTMJUUMF JGBOZ NBSLFUBDUJWJUZGPSUIFBTTFUPSMJBCJMJUZ5IFWBMVFTPGUIF
NBKPSJUZ PG -FWFM  TFDVSJUJFT XFSF PCUBJOFE GSPN TJOHMF CSPLFS RVPUFT  JOUFSOBM QSJDJOH NPEFMT  PS FYUFSOBM
BQQSBJTFST"TTFUTBOEMJBCJMJUJFTVUJMJ[JOH-FWFMJOQVUTHFOFSBMMZJODMVEFDFSUBJOCPOET DFSUBJOBTTFUCBDLFE
TFDVSJUJFT  TPNF QSJWBUF FRVJUJFT  JOWFTUNFOUT JO NVUVBM BOE TFHSFHBUFE GVOET XIFSF UIFSF BSF SFEFNQUJPO
SFTUSJDUJPOT DFSUBJOPWFSUIFDPVOUFSEFSJWBUJWFT JOWFTUNFOUQSPQFSUJFTBOEFRVJUZSFMFBTFNPSUHBHFT
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'BJS7BMVF.FBTVSFNFOU DPOUE

5IFGPMMPXJOHQSFTFOUTUIF$PNQBOZaTBTTFUTBOEMJBCJMJUJFTNFBTVSFEBUGBJSWBMVFPOBSFDVSSJOHCBTJTCZIJFSBSDIZ
MFWFM

"TTFUTNFBTVSFEBUGBJSWBMVF

.BSDI 
-FWFM
-FWFM

-FWFM

$BTIBOEDBTIFRVJWBMFOUT



'JOBODJBMBTTFUTBUGBJSWBMVFUISPVHIQSPGJUPSMPTT
#POET
.PSUHBHFMPBOT
4UPDLT
5PUBMGJOBODJBMBTTFUTBUGBJSWBMVFUISPVHIQSPGJUPSMPTT

  

` 

` 

5PUBM
 




 

 

 
 

"WBJMBCMFGPSTBMFGJOBODJBMBTTFUT
#POET
4UPDLT
5PUBMBWBJMBCMFGPSTBMFGJOBODJBMBTTFUT

`



 

 

`



 

 

*OWFTUNFOUQSPQFSUJFT

`

`

 

 

'VOETIFMECZDFEJOHJOTVSFST



 

`

 





`




`




`
`




%FSJWBUJWFT 
0UIFSBTTFUT
5SBEJOHBDDPVOUBTTFUT
0UIFS 
5PUBMBTTFUTNFBTVSFEBUGBJSWBMVF



  

  

  

 



 

  

` 

 

PART C

 
`
`
 

GREAT-WEST LIFECO INC.

`
`
 
 

-JBCJMJUJFTNFBTVSFEBUGBJSWBMVF
%FSJWBUJWFT 
*OWFTUNFOUDPOUSBDUMJBCJMJUJFT

`

 



 

0UIFSMJBCJMJUJFT

`



`



5PUBMMJBCJMJUJFTNFBTVSFEBUGBJSWBMVF



 

  

 

 



&YDMVEFTDPMMBUFSBMSFDFJWFEGSPNDPVOUFSQBSUJFTPG
*ODMVEFTDPMMBUFSBMSFDFJWFEVOEFSTFDVSJUJFTMFOEJOHBHSFFNFOUT

&YDMVEFTDPMMBUFSBMQMFEHFEUPDPVOUFSQBSUJFTPG


5IFSFXFSFOPUSBOTGFSTPGUIF$PNQBOZTBTTFUTBOEMJBCJMJUJFTCFUXFFO-FWFMBOE-FWFMJOUIFQFSJPE
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"TTFUTNFBTVSFEBUGBJSWBMVF
$BTIBOEDBTIFRVJWBMFOUT



'JOBODJBMBTTFUTBUGBJSWBMVFUISPVHIQSPGJUPSMPTT
#POET
4UPDLT
5PUBMGJOBODJBMBTTFUTBUGBJSWBMVFUISPVHIQSPGJUPSMPTT

` 

` 

 

 
`
 





 
 
 

"WBJMBCMFGPSTBMFGJOBODJBMBTTFUT
#POET
4UPDLT
5PUBMBWBJMBCMFGPSTBMFGJOBODJBMBTTFUT

`



 

 

`



 

 

*OWFTUNFOUQSPQFSUJFT

`

`

 

 



 

`

 





`



`



`







`



%FSJWBUJWFT



"TTFUTIFMEGPSTBMF

PART C

  

5PUBM

`
 
 

'VOETIFMECZDFEJOHJOTVSFST

GREAT-WEST LIFECO INC.

%FDFNCFS 
-FWFM
-FWFM

-FWFM

0UIFSBTTFUT
5SBEJOHBDDPVOUBTTFUT
5PUBMBTTFUTNFBTVSFEBUGBJSWBMVF



  

  

  

 



 

  

` 

 

 



 

  

 

 

-JBCJMJUJFTNFBTVSFEBUGBJSWBMVF
%FSJWBUJWFT 
*OWFTUNFOUDPOUSBDUMJBCJMJUJFT

`

5PUBMMJBCJMJUJFTNFBTVSFEBUGBJSWBMVF





 

&YDMVEFTDPMMBUFSBMSFDFJWFEGSPNDPVOUFSQBSUJFTPG
&YDMVEFTDPMMBUFSBMQMFEHFEUPDPVOUFSQBSUJFTPG

5IFSFXFSFOPUSBOTGFSTPGUIF$PNQBOZTBTTFUTBOEMJBCJMJUJFTCFUXFFO-FWFMBOE-FWFMJOUIFQFSJPE
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'BJS7BMVF.FBTVSFNFOU DPOUE

5IFGPMMPXJOHQSFTFOUTBEEJUJPOBMJOGPSNBUJPOBCPVUBTTFUTBOEMJBCJMJUJFTNFBTVSFEBUGBJSWBMVFPOBSFDVSSJOH
CBTJTBOEGPSXIJDIUIF$PNQBOZIBTVUJMJ[FE-FWFMJOQVUTUPEFUFSNJOFGBJSWBMVF
.BSDI 
'BJSWBMVF
'BJSWBMVF
UISPVHI
'BJSWBMVF
UISPVHI
QSPGJUPSMPTT
UISPVHI
QSPGJUPSMPTT
NPSUHBHF
QSPGJUPSMPTT
CPOET
MPBOT
TUPDLT
#BMBODF CFHJOOJOHPG
ZFBS



 

` 

 

"WBJMBCMF
GPSTBMF
TUPDLT

*OWFTUNFOU
QSPQFSUJFT
 

5PUBM
-FWFM
BTTFUT

*OWFTUNFOU
DPOUSBDU
MJBCJMJUJFT

  

  



5PUBMHBJOT MPTTFT






`





`

*ODMVEFEJOPUIFS
DPNQSFIFOTJWF
JODPNF 







`





`

#VTJOFTTBDRVJTJUJPO
OPUF

`



`

`

`



`

1VSDIBTFT

`





`





`

4BMFT

`



`

`





`

0UIFS

`

`

`

`

`

`



5SBOTGFSTJOUP-FWFM

`

`

`

`

`

`

`

`

5SBOTGFSTPVUPG-FWFM

`

`

`

`



 

 

 

 

  

  



5PUBMHBJOT MPTTFT GPS
UIFQFSJPEJODMVEFE
JOOFUJOWFTUNFOU
JODPNF



 

 

 

` 

 

 

`

$IBOHFJOVOSFBMJ[FE
HBJOT MPTTFT GPSUIF
QFSJPEJODMVEFEJO
FBSOJOHTGPSBTTFUT
IFMEBU.BSDI




 

 

 

` 

 

 

`



`

PART C

`

#BMBODF FOEPGQFSJPE

GREAT-WEST LIFECO INC.

*ODMVEFEJOOFU
FBSOJOHT

 0UIFSDPNQSFIFOTJWFJODPNFJODMVEFTVOSFBMJ[FEHBJOT MPTTFT POGPSFJHOFYDIBOHF
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'BJS7BMVF.FBTVSFNFOU DPOUE
%FDFNCFS 
'BJSWBMVF
UISPVHIQSPGJU
PSMPTTCPOET
#BMBODF CFHJOOJOHPG
ZFBS



'BJSWBMVF
UISPVHIQSPGJU
PSMPTTTUPDLT

"WBJMBCMF
GPSTBMF
TUPDLT

*OWFTUNFOU
QSPQFSUJFT

 

 

 

*ODMVEFEJOOFU
FBSOJOHT





`



*ODMVEFEJOPUIFS
DPNQSFIFOTJWF
JODPNF MPTT  





`

1VSDIBTFT

`



4BMFT

`



0UIFS

`

5SBOTGFSTJOUP-FWFM



0UIFSBTTFUT
USBEJOH
BDDPVOU

  

5PUBM
-FWFM
BTTFUT

 

*OWFTUNFOU
DPOUSBDU
MJBCJMJUJFT

  



`



`



`



`

`



`



`

`







`

`

`

`

`

`





`

`

`



`

`

`

5PUBMHBJOT

PART C

GREAT-WEST LIFECO INC.

5SBOTGFSTPVUPG-FWFM



`

`



`

#BMBODF FOEPGZFBS



 

 

 

  

` 

  



5PUBMHBJOTGPSUIF
ZFBSJODMVEFEJO
OFUJOWFTUNFOU
JODPNF



 

 

` 

 

` 

 

`

$IBOHFJOVOSFBMJ[FE
HBJOTGPSUIFZFBS
JODMVEFEJOFBSOJOHTGPS
BTTFUTIFMEBU

%FDFNCFS 

 

 

` 

 

` 

 

`



0UIFSDPNQSFIFOTJWFJODPNFJODMVEFTVOSFBMJ[FEHBJOT MPTTFT POGPSFJHOFYDIBOHF
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'BJS7BMVF.FBTVSFNFOU DPOUE

5IFGPMMPXJOHTFUTPVUJOGPSNBUJPOBCPVUTJHOJGJDBOUVOPCTFSWBCMFJOQVUTVTFEBUQFSJPEFOEJONFBTVSJOHBTTFUT
BOEMJBCJMJUJFTDBUFHPSJ[FEBT-FWFMJOUIFGBJSWBMVFIJFSBSDIZ
4JHOJGJDBOU
5ZQFPGBTTFU 7BMVBUJPOBQQSPBDI
VOPCTFSWBCMFJOQVU
*OWFTUNFOU
*OWFTUNFOU QSPQFSUZ WBMVBUJPOT BSF %JTDPVOUSBUF
QSPQFSUJFT
HFOFSBMMZEFUFSNJOFEVTJOHQSPQFSUZ
WBMVBUJPONPEFMTCBTFEPOFYQFDUFE
DBQJUBMJ[BUJPOSBUFTBOENPEFMTUIBU
EJTDPVOU FYQFDUFE GVUVSF OFU DBTI
GMPXT5IFEFUFSNJOBUJPOPGUIFGBJS 3FWFSTJPOBSZSBUF
WBMVFPGJOWFTUNFOUQSPQFSUZSFRVJSFT
UIFVTFPGFTUJNBUFTTVDIBTGVUVSF
DBTI GMPXT TVDI BT GVUVSF MFBTJOH
BTTVNQUJPOT  SFOUBM SBUFT  DBQJUBM
BOE PQFSBUJOH FYQFOEJUVSFT  BOE
EJTDPVOU  SFWFSTJPOBSZ BOE PWFSBMM 7BDBODZSBUF
DBQJUBMJ[BUJPOSBUFTBQQMJDBCMFUPUIF
BTTFUCBTFEPODVSSFOUNBSLFUSBUFT

.PSUHBHF
MPBOT GBJS
WBMVFUISPVHI
QSPGJUPSMPTT

3BOHFPG

8FJHIUFEBWFSBHFPG



PART C

GREAT-WEST LIFECO INC.

5IF WBMVBUJPO BQQSPBDI GPS FRVJUZ %JTDPVOUSBUF
SFMFBTF NPSUHBHFT JT UP VTF BO
JOUFSOBMWBMVBUJPONPEFMUPEFUFSNJOF
UIF QSPKFDUFE BTTFU DBTI GMPXT
JODMVEJOH
UIF
TUPDIBTUJDBMMZ
DBMDVMBUFE DPTU PG UIF OP OFHBUJWF
FRVJUZHVBSBOUFFGPSFBDIJOEJWJEVBM
MPBO  UP BHHSFHBUF UIFTF BDSPTT BMM
MPBOT BOE UP EJTDPVOU UIPTF DBTI
GMPXTCBDLUPUIFWBMVBUJPOEBUF5IF
QSPKFDUJPO JT EPOF NPOUIMZ VOUJM
FYQFDUFE SFEFNQUJPO PG UIF MPBO
FJUIFS WPMVOUBSJMZ PS PO UIF EFBUI
FOUFSJOH JOUP MPOH UFSN DBSF PG UIF
MPBOIPMEFST

*OQVUWBMVF
3BOHFPG

*OUFSSFMBUJPOTIJQCFUXFFO
LFZVOPCTFSWBCMFJOQVUTBOE
GBJSWBMVFNFBTVSFNFOU
"EFDSFBTFJOUIFEJTDPVOUSBUF
XPVMESFTVMUJOBOJODSFBTFJOGBJS
WBMVF  "O JODSFBTF JO UIF
EJTDPVOU SBUF XPVME SFTVMU JO B
EFDSFBTFJOGBJSWBMVF
"EFDSFBTFJOUIFSFWFSTJPOBSZ
SBUFXPVMESFTVMUJOBOJODSFBTF
JOGBJSWBMVF"OJODSFBTFJOUIF
SFWFSTJPOBSZSBUFXPVMESFTVMUJO
BEFDSFBTFJOGBJSWBMVF
" EFDSFBTF JO UIF FYQFDUFE
WBDBODZ SBUF XPVME HFOFSBMMZ
SFTVMUJOBOJODSFBTFJOGBJSWBMVF
"O JODSFBTF JO UIF FYQFDUFE
WBDBODZ SBUF XPVME HFOFSBMMZ
SFTVMUJOBEFDSFBTFJOGBJSWBMVF
"EFDSFBTFJOUIFEJTDPVOUSBUF
XPVMESFTVMUJOBOJODSFBTFJOGBJS
WBMVF  "O JODSFBTF JO UIF
EJTDPVOU SBUF XPVME SFTVMU JO B
EFDSFBTFJOGBJSWBMVF

 *OTVSBODFBOE*OWFTUNFOU$POUSBDU-JBCJMJUJFT

*OTVSBODFDPOUSBDUMJBCJMJUJFT
*OWFTUNFOUDPOUSBDUMJBCJMJUJFT
5PUBM

.BSDI 
(SPTT
3FJOTVSBODF
MJBCJMJUZ
BTTFUT

  
  
 
`

  
  

/FU
 
 
 

*OTVSBODFDPOUSBDUMJBCJMJUJFT
*OWFTUNFOUDPOUSBDUMJBCJMJUJFT
5PUBM

%FDFNCFS 
(SPTT
3FJOTVSBODF
MJBCJMJUZ
BTTFUT
  
  
 
`
  
  

/FU
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 4FHSFHBUFE'VOET
5IFGPMMPXJOHQSFTFOUTEFUBJMTPGUIFJOWFTUNFOUT EFUFSNJOFEJOBDDPSEBODFXJUIUIFSFMFWBOUTUBUVUPSZSFQPSUJOH
SFRVJSFNFOUTPGFBDISFHJPOPGUIF$PNQBOZTPQFSBUJPOT POBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
B *OWFTUNFOUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
.BSDI


PART C

GREAT-WEST LIFECO INC.

$BTIBOEDBTIFRVJWBMFOUT
#POET
.PSUHBHFMPBOT
4UPDLTBOEVOJUTJOVOJUUSVTUT
.VUVBMGVOET
*OWFTUNFOUQSPQFSUJFT



"DDSVFEJODPNF
0UIFSMJBCJMJUJFT
/PODPOUSPMMJOHNVUVBMGVOETJOUFSFTU
5PUBM

%FDFNCFS


  
 
 
 
 
 
 

 

  



 
 
 
 
 
 
 

 
 
 

C *OWFTUNFOUBOEJOTVSBODFDPOUSBDUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFST
'PSUIFUISFFNPOUIT
FOEFE.BSDI


#BMBODF CFHJOOJOHPGZFBS
"EEJUJPOT EFEVDUJPOT 
1PMJDZIPMEFSEFQPTJUT
/FUJOWFTUNFOUJODPNF
/FUSFBMJ[FEDBQJUBMHBJOTPOJOWFTUNFOUT
/FUVOSFBMJ[FEDBQJUBMHBJOT MPTTFT POJOWFTUNFOUT
6OSFBMJ[FEHBJOT MPTTFT EVFUPDIBOHFTJOGPSFJHOFYDIBOHFSBUFT
1PMJDZIPMEFSXJUIESBXBMT
#VTJOFTTBDRVJTJUJPO 
$IBOHFJO4FHSFHBUFE'VOEJOWFTUNFOUJO(FOFSBM'VOE
$IBOHFJO(FOFSBM'VOEJOWFTUNFOUJO4FHSFHBUFE'VOE
/FUUSBOTGFSGSPN(FOFSBM'VOE
/PODPOUSPMMJOHNVUVBMGVOETJOUFSFTU
5PUBM
#BMBODF FOEPGQFSJPE




  

 



 

 
 
 
 





 
  

 

 
 

 
`




 
 

*OWFTUNFOU BOE JOTVSBODF DPOUSBDUT PO BDDPVOU PG TFHSFHBUFE GVOE QPMJDZIPMEFST BDRVJSFE UISPVHI
BDRVJTJUJPOPG3FUJSFNFOU"EWBOUBHF OPUF 
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4FHSFHBUFE'VOET DPOUE

D *OWFTUNFOUTPOBDDPVOUPGTFHSFHBUFEGVOEQPMJDZIPMEFSTCZGBJSWBMVFIJFSBSDIZMFWFM OPUF

-FWFM
*OWFTUNFOUTPOBDDPVOUPG
TFHSFHBUFEGVOEQPMJDZIPMEFST 




  

  

5PUBM

  

 

&YDMVEFTPUIFSMJBCJMJUJFT OFUPGPUIFSBTTFUT PG 

-FWFM
*OWFTUNFOUTPOBDDPVOUPGTFHSFHBUFE

GVOEQPMJDZIPMEFST 


.BSDI 
-FWFM
-FWFM

  

%FDFNCFS 
-FWFM
-FWFM
  

5PUBM

  

 

&YDMVEFTPUIFSMJBCJMJUJFT OFUPGPUIFSBTTFUT PG 

.BSDI

#BMBODF CFHJOOJOHPGZFBS
5PUBMHBJOTJODMVEFEJOTFHSFHBUFEGVOEJOWFTUNFOUJODPNF
1VSDIBTFT
4BMFT
5SBOTGFSTJOUP-FWFM
5SBOTGFSTPVUPG-FWFM
#BMBODF FOEPGQFSJPE





PART C

5IFGPMMPXJOHQSFTFOUTBEEJUJPOBMJOGPSNBUJPOBCPVUUIF$PNQBOZTJOWFTUNFOUTPOBDDPVOUPGTFHSFHBUFE
GVOEQPMJDZIPMEFSTGPSXIJDIUIF$PNQBOZIBTVUJMJ[FE-FWFMJOQVUTUPEFUFSNJOFGBJSWBMVF

GREAT-WEST LIFECO INC.

%VSJOHUIFGJSTUUISFFNPOUITPGDFSUBJOGPSFJHOTUPDLIPMEJOHTWBMVFEBUIBWFCFFOUSBOTGFSSFEGSPN
-FWFMUP-FWFM XFSFUSBOTGFSSFEGSPN-FWFMUP-FWFMBU%FDFNCFS  QSJNBSJMZCBTFEPO
UIF$PNQBOZVUJMJ[JOHJOQVUTJOBEEJUJPOUPRVPUFEQSJDFTJOBDUJWFNBSLFUTGPSDFSUBJOGPSFJHOTUPDLIPMEJOHT
-FWFMBTTFUTJODMVEFUIPTFBTTFUTXIFSFGBJSWBMVFJTOPUBWBJMBCMFGSPNOPSNBMNBSLFUQSJDJOHTPVSDFT XIFSF
JOQVUTBSFVUJMJ[FEJOBEEJUJPOUPRVPUFEQSJDFTJOBDUJWFNBSLFUTBOEXIFSFUIF$PNQBOZEPFTOPUIBWFWJTJCJMJUZ
UISPVHIUPUIFVOEFSMZJOHBTTFUT

%FDFNCFS


  





  

 





 

5SBOTGFST JOUP -FWFM  BSF EVF QSJNBSJMZ UP EFDSFBTFE PCTFSWBCJMJUZ PG JOQVUT JO WBMVBUJPO NFUIPEPMPHJFT
5SBOTGFSTPVUPG-FWFMBSFEVFQSJNBSJMZUPJODSFBTFEPCTFSWBCJMJUZPGJOQVUTJOWBMVBUJPONFUIPEPMPHJFTBT
FWJEFODFECZDPSSPCPSBUJPOPGNBSLFUQSJDFTXJUINVMUJQMFQSJDJOHWFOEPST
'PSGVSUIFSEFUBJMTPOUIF$PNQBOZTSJTLBOEHVBSBOUFFFYQPTVSFBOEUIFNBOBHFNFOUPGUIFTFSJTLT SFGFSUP
UIF4FHSFHBUFE'VOEBOE7BSJBCMF"OOVJUZ(VBSBOUFFTTFDUJPOPGUIF$PNQBOZT.BOBHFNFOUT%JTDVTTJPOBOE
"OBMZTJTGPSUIFQFSJPEFOEFE.BSDI BOEUIF3JTL.BOBHFNFOUBOE$POUSPM1SBDUJDFTTFDUJPOPGUIF
$PNQBOZT%FDFNCFS .BOBHFNFOUT%JTDVTTJPOBOE"OBMZTJT
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 %FCFOUVSFTBOE0UIFS%FCU*OTUSVNFOUT
0O'FCSVBSZ  UIF$PNQBOZJTTVFEQSJODJQBMBNPVOUEFCFOUVSFTBUQBS NBUVSJOHPO'FCSVBSZ
    *OUFSFTU PO UIF EFCFOUVSFT JT QBZBCMF TFNJBOOVBMMZ JO BSSFBST PO 'FCSVBSZ  BOE "VHVTU 
DPNNFODJOH"VHVTU VOUJMUIFEBUFPOXIJDIUIFEFCFOUVSFTBSFSFQBJE5IFEFCFOUVSFTBSFSFEFFNBCMF
BUBOZUJNFQSJPSUP/PWFNCFS JOXIPMFPSJOQBSUBUUIFHSFBUFSPGUIF$BOBEB:JFME1SJDFBOEQBS BOE
POPSBGUFS/PWFNCFS JOXIPMFPSJOQBSUBUQBS UPHFUIFSJOFBDIDBTFXJUIBDDSVFEBOEVOQBJEJOUFSFTU
0O.BSDI  UIF$PNQBOZSFEFFNFEJUTEFCFOUVSFOPUFTBUUIFJSQSJODJQBMBNPVOUUPHFUIFS
XJUIBDDSVFEJOUFSFTU
4VCTFRVFOU&WFOU
4VCTFRVFOUUPUIFGJSTURVBSUFSPG (SFBU8FTU-JGFDP'JOBODF %FMBXBSF -1**BOOPVODFEJUTJOUFOUJPOUP
SFEFFNBMMQSJODJQBMBNPVOUPGJUTTVCPSEJOBUFEEFCFOUVSFTEVF+VOF PO+VOF BU
BSFEFNQUJPOQSJDFFRVBMUPPGUIFQSJODJQBMBNPVOUPGUIFEFCFOUVSFT QMVTBOZBDDSVFEJOUFSFTUVQUPCVU
FYDMVEJOHUIFSFEFNQUJPOEBUF
 4IBSF$BQJUBM

PART C

GREAT-WEST LIFECO INC.

B $PNNPO4IBSFT
'PSUIFUISFFNPOUITFOEFE.BSDI


$BSSZJOH
$BSSZJOH
/VNCFS
WBMVF
/VNCFS
WBMVF
$PNNPOTIBSFT
#BMBODF CFHJOOJOHPGZFBS
1VSDIBTFEBOEDBODFMMFEVOEFS/PSNBM
$PVSTF*TTVFS#JE
&YDFTTPGSFEFNQUJPOQSPDFFETPWFSTUBUFE
DBQJUBMQFS/PSNBM$PVSTF*TTVFS#JE
&YFSDJTFEBOEJTTVFEVOEFSTUPDLPQUJPOQMBO
#BMBODF FOEPGQFSJPE

   
 
`
 
   

 

   




 

 
`
  
   

 
`
`

 

%VSJOHUIFUISFFNPOUITFOEFE.BSDI   DPNNPOTIBSFTXFSFFYFSDJTFEVOEFSUIF$PNQBOZaT
TUPDL QMBO XJUI B DBSSZJOH WBMVF PG   JODMVEJOH  GSPN DPOUSJCVUFE TVSQMVT USBOTGFSSFE VQPO FYFSDJTF
  XJUIBDBSSZJOHWBMVFPG JODMVEJOHGSPNDPOUSJCVUFETVSQMVTUSBOTGFSSFEVQPOFYFSDJTF
EVSJOHUIFUISFFNPOUITFOEFE.BSDI  
0O+BOVBSZ  UIF$PNQBOZBOOPVODFEBOPSNBMDPVSTFJTTVFSCJEDPNNFODJOH+BOVBSZ 
BOEUFSNJOBUJOH+BOVBSZ UPQVSDIBTFGPSDBODFMMBUJPOVQUPCVUOPUNPSFUIBO  PGJUTDPNNPO
TIBSFTBUNBSLFUQSJDFT
%VSJOH UIF UISFF NPOUIT FOEFE .BSDI    UIF $PNQBOZ SFQVSDIBTFE BOE TVCTFRVFOUMZ DBODFMMFE
 DPNNPOTIBSFTVOEFSUIFDVSSFOUOPSNBMDPVSTFJTTVFSCJEBUBDPTUPG  EVSJOHUIFUISFF
NPOUITFOEFE.BSDI VOEFSUIFQSFWJPVTOPSNBMDPVSTFJTTVFSCJEBUBDPTUPGMFTTUIBO 5IF
$PNQBOZaTTIBSFDBQJUBMXBTSFEVDFECZUIFBWFSBHFDBSSZJOHWBMVFPGUIFTIBSFTSFQVSDIBTFEGPSDBODFMMBUJPO
5IFFYDFTTQBJEPWFSUIFBWFSBHFDBSSZJOHWBMVFXBTBOEXBTSFDPHOJ[FEBTBSFEVDUJPOUPFRVJUZEVSJOH
UIFUISFFNPOUITFOEFE.BSDI  MFTTUIBOEVSJOHUIFUISFFNPOUITFOEFE.BSDI VOEFS
UIFQSFWJPVTOPSNBMDPVSTFJTTVFSCJE 


C 60

PCC_QUAT1_Eng03_GWL_2018-05-04_v1.indd C60

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

18-05-09 12:41 PM

 &BSOJOHTQFS$PNNPO4IBSF
'PSUIFUISFFNPOUIT
FOEFE.BSDI


&BSOJOHT
/FUFBSOJOHT
1SFGFSSFETIBSFEJWJEFOET
/FUFBSOJOHTDPNNPOTIBSFIPMEFST




/VNCFSPGDPNNPOTIBSFT
"WFSBHFOVNCFSPGDPNNPOTIBSFTPVUTUBOEJOH
"EE1PUFOUJBMFYFSDJTFPGPVUTUBOEJOHTUPDLPQUJPOT
"WFSBHFOVNCFSPGDPNNPOTIBSFTPVUTUBOEJOHEJMVUFECBTJT
#BTJDFBSOJOHTQFSDPNNPOTIBSF
%JMVUFEFBSOJOHTQFSDPNNPOTIBSF
%JWJEFOETQFSDPNNPOTIBSF

 

 





  
  
  
  
  
  
 


 


 



.BOBHJOHDBQJUBMJTUIFDPOUJOVBMQSPDFTTPGFTUBCMJTIJOHBOENBJOUBJOJOHUIFRVBOUJUZBOERVBMJUZPGDBQJUBM
BQQSPQSJBUFGPSUIF$PNQBOZBOEFOTVSJOHDBQJUBMJTEFQMPZFEJOBNBOOFSDPOTJTUFOUXJUIUIFFYQFDUBUJPOT
PGUIF$PNQBOZaTTUBLFIPMEFST'PSUIFTFQVSQPTFT UIF#PBSEDPOTJEFSTUIFLFZTUBLFIPMEFSTUPCFUIF
$PNQBOZaT TIBSFIPMEFST  QPMJDZIPMEFST BOE IPMEFST PG TVCPSEJOBUFE MJBCJMJUJFT JO BEEJUJPO UP UIF SFMFWBOU
SFHVMBUPSTJOUIFWBSJPVTKVSJTEJDUJPOTXIFSFUIF$PNQBOZBOEJUTTVCTJEJBSJFTPQFSBUF

PART C

B 1PMJDJFTBOE0CKFDUJWFT

GREAT-WEST LIFECO INC.

 $BQJUBM.BOBHFNFOU

5IF$PNQBOZNBOBHFTJUTDBQJUBMPOCPUIBDPOTPMJEBUFECBTJTBTXFMMBTBUUIFJOEJWJEVBMPQFSBUJOHTVCTJEJBSZ
MFWFM5IFQSJNBSZPCKFDUJWFTPGUIF$PNQBOZaTDBQJUBMNBOBHFNFOUTUSBUFHZBSF
b UPNBJOUBJOUIFDBQJUBMJ[BUJPOPGJUTSFHVMBUFEPQFSBUJOHTVCTJEJBSJFTBUBMFWFMUIBUXJMMFYDFFEUIFSFMFWBOU
NJOJNVNSFHVMBUPSZDBQJUBMSFRVJSFNFOUTJOUIFKVSJTEJDUJPOTJOXIJDIUIFZPQFSBUF
b UPNBJOUBJOTUSPOHDSFEJUBOEGJOBODJBMTUSFOHUISBUJOHTPGUIF$PNQBOZFOTVSJOHTUBCMFBDDFTTUPDBQJUBM
NBSLFUTBOE
b UPQSPWJEFBOFGGJDJFOUDBQJUBMTUSVDUVSFUPNBYJNJ[FTIBSFIPMEFSTWBMVFJOUIFDPOUFYUPGUIF$PNQBOZaT
PQFSBUJPOBMSJTLTBOETUSBUFHJDQMBOT
5IFDBQJUBMQMBOOJOHQSPDFTTJTUIFSFTQPOTJCJMJUZPGUIF$PNQBOZaT$IJFG'JOBODJBM0GGJDFS5IFDBQJUBMQMBO
JTBQQSPWFECZUIF$PNQBOZaT#PBSEPG%JSFDUPSTPOBOBOOVBMCBTJT5IF#PBSEPG%JSFDUPSTSFWJFXTBOE
BQQSPWFTBMMFYUFSOBMDBQJUBMUSBOTBDUJPOTVOEFSUBLFOCZNBOBHFNFOU
5IFUBSHFUMFWFMPGDBQJUBMJ[BUJPOGPSUIF$PNQBOZBOEJUTTVCTJEJBSJFTJTBTTFTTFECZDPOTJEFSJOHWBSJPVT
GBDUPSTTVDIBTUIFQSPCBCJMJUZPGGBMMJOHCFMPXUIFNJOJNVNSFHVMBUPSZDBQJUBMSFRVJSFNFOUTJOUIFSFMFWBOU
PQFSBUJOHKVSJTEJDUJPO UIFWJFXTFYQSFTTFECZWBSJPVTDSFEJUSBUJOHBHFODJFTUIBUQSPWJEFGJOBODJBMTUSFOHUIBOE
PUIFSSBUJOHTUPUIF$PNQBOZ BOEUIFEFTJSFUPIPMETVGGJDJFOUDBQJUBMUPCFBCMFUPIPOPVSBMMQPMJDZIPMEFSBOE
PUIFSPCMJHBUJPOTPGUIF$PNQBOZXJUIBIJHIEFHSFFPGDPOGJEFODF
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$BQJUBM.BOBHFNFOU DPOUE

C 3FHVMBUPSZ$BQJUBM

PART C

GREAT-WEST LIFECO INC.
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IGM Financial Inc.
PART D

Management’s Discussion and Analysis
PAGE D 2

Financial Statements and Notes
PAGE D 48

Please note that the bottom of each page in Part D contains two different
page numbers. A page number with the preﬁx “D” refers to the number of such page
in this document and the page number without any preﬁx refers to the number of
such page in the original document issued by IGM Financial Inc.

By its nature, forward-looking information is subject to inherent risks and uncertainties
that may be general or speciﬁc and which give rise to the possibility that expectations,
forecasts, predictions, projections or conclusions will not prove to be accurate, that
assumptions may not be correct and that objectives, strategic goals and priorities
will not be achieved.
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The attached documents concerning IGM Financial Inc. are documents prepared and
publicly disclosed by such subsidiary. Certain statements in the attached documents,
other than statements of historical fact, are forward-looking statements based on
certain assumptions and reﬂect the current expectations of the subsidiary as set forth
therein. Forward-looking statements are provided for the purposes of assisting the
reader in understanding the subsidiary’s ﬁnancial performance, ﬁnancial position and
cash ﬂows as at and for the periods ended on certain dates and to present information
about the subsidiary’s management’s current expectations and plans relating to the
future and the reader is cautioned that such statements may not be appropriate for
other purposes.

For further information provided by the subsidiary as to the material factors that
could cause actual results to differ materially from the content of forward-looking
statements, the material factors and assumptions that were applied in making the
forward-looking statements, and the subsidiary’s policy for updating the content
of forward-looking statements, please see the attached documents, including
the section entitled Forward-Looking Statements. The reader is cautioned to
consider these factors and assumptions carefully and not to put undue reliance on
forward-looking statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management’s Discussion and Analysis (MD&A) presents
management’s view of the results of operations and financial
condition of IGM Financial Inc. (IGM Financial or the Company)
as at and for the three months ended March 31, 2018 and
should be read in conjunction with the unaudited Interim

Condensed Consolidated Financial Statements (Interim Financial
Statements) as well as the 2017 IGM Financial Inc. Annual
Report filed on www.sedar.com. Commentary in the MD&A
as at and for the three months ended March 31, 2018 is as of
May 4, 2018.

BASIS OF PRESENTATION AND SUMMARY OF ACCOUNTING POLICIES
The Interim Financial Statements of IGM Financial, which
are the basis of the information presented in the Company’s
MD&A, have been prepared in accordance with International

Accounting Standard 34, Interim Financial Reporting (IFRS)
and are presented in Canadian dollars (Note 2 of the Interim
Financial Statements).

FORWARD-LOOKING STATEMENTS
Certain statements in this MD&A, other than statements of historical fact, are
forward-looking statements based on certain assumptions and reflect IGM Financial’s
current expectations. Forward-looking statements are provided to assist the reader in
understanding the Company’s financial position and results of operations as at and for
the periods ended on certain dates and to present information about management’s
current expectations and plans relating to the future. Readers are cautioned that such
statements may not be appropriate for other purposes. These statements may include,
without limitation, statements regarding the operations, business, financial condition,
expected financial results, performance, prospects, opportunities, priorities, targets, goals,
ongoing objectives, strategies and outlook of the Company, as well as the outlook for
North American and international economies, for the current fiscal year and subsequent
periods. Forward-looking statements include statements that are predictive in nature,
depend upon or refer to future events or conditions, or include words such as “expects”,
“anticipates”, “plans”, “believes”, “estimates”, “seeks”, “intends”, “targets”, “projects”,
“forecasts” or negative versions thereof and other similar expressions, or future or
conditional verbs such as “may”, “will”, “should”, “would” and “could”.
This information is based upon certain material factors or assumptions that were applied
in drawing a conclusion or making a forecast or projection as reflected in the forwardlooking statements, including the perception of historical trends, current conditions and
expected future developments, as well as other factors that are believed to be appropriate
in the circumstances. While the Company considers these assumptions to be reasonable
based on information currently available to management, they may prove to be incorrect.
By its nature, this information is subject to inherent risks and uncertainties that may
be general or specific and which give rise to the possibility that expectations, forecasts,
predictions, projections or conclusions will not prove to be accurate, that assumptions
may not be correct and that objectives, strategic goals and priorities will not be achieved.
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A variety of material factors, many of which are beyond the Company’s and its
subsidiaries’ control, affect the operations, performance and results of the Company, and

its subsidiaries, and their businesses, and could cause actual results to differ materially
from current expectations of estimated or anticipated events or results. These factors
include, but are not limited to: the impact or unanticipated impact of general economic,
political and market factors in North America and internationally, interest and foreign
exchange rates, global equity and capital markets, management of market liquidity
and funding risks, changes in accounting policies and methods used to report financial
condition (including uncertainties associated with critical accounting assumptions and
estimates), the effect of applying future accounting changes, operational and reputational
risks, business competition, technological change, changes in government regulations and
legislation, changes in tax laws, unexpected judicial or regulatory proceedings, catastrophic
events, the Company’s ability to complete strategic transactions, integrate acquisitions
and implement other growth strategies, and the Company’s and its subsidiaries’ success
in anticipating and managing the foregoing factors.
The reader is cautioned that the foregoing list is not exhaustive of the factors that may
affect any of the Company’s forward-looking statements. The reader is also cautioned
to consider these and other factors, uncertainties and potential events carefully and not
place undue reliance on forward-looking statements.
Other than as specifically required by applicable Canadian law, the Company
undertakes no obligation to update any forward-looking statements to reflect events
or circumstances after the date on which such statements are made, or to reflect the
occurrence of unanticipated events, whether as a result of new information, future
events or results, or otherwise.
Additional information about the risks and uncertainties of the Company’s business and
material factors or assumptions on which information contained in forward-looking
statements is based is provided in its disclosure materials, including this Management’s
Discussion and Analysis and its most recent Annual Information Form, filed with the
securities regulatory authorities in Canada, available at www.sedar.com.

NON-IFRS FINANCIAL MEASURES AND ADDITIONAL IFRS MEASURES
Net earnings available to common shareholders, which is an additional measure in
accordance with IFRS, may be subdivided into two components consisting of:
•

Adjusted net earnings available to common shareholders; and

•

Other items, which include the after-tax impact of any item that management
considers to be of a non-recurring nature or that could make the period-over-period
comparison of results from operations less meaningful.

“Adjusted net earnings available to common shareholders”, “adjusted diluted earnings
per share” (EPS) and “adjusted return on average common equity” (ROE) are non-IFRS
financial measures which are used to provide management and investors with additional
measures to assess earnings performance. These non-IFRS financial measures do not
have standard meanings prescribed by IFRS and may not be directly comparable to
similar measures used by other companies.
“Earnings before interest and taxes” (EBIT), “earnings before interest, taxes, depreciation
and amortization before sales commissions” (EBITDA before sales commissions), and
“earnings before interest, taxes, depreciation and amortization after sales commissions”
(EBITDA after sales commissions) are also non-IFRS financial measures. EBIT, EBITDA
before sales commissions and EBITDA after sales commissions are alternative measures

of performance utilized by management, investors and investment analysts to evaluate
and analyze the Company’s results. The two EBITDA measures have been introduced
following the adoption of IFRS 15. EBITDA before sales commissions excludes all
mutual fund sales commissions and is comparable to prior periods. EBITDA after sales
commissions includes all sales commissions and highlights aggregate cash flows. Other
items of a non-recurring nature, or that could make the period-over-period comparison
of results from operations less meaningful, are further excluded to arrive at EBITDA
before sales commissions and EBITDA after sales commissions. These non-IFRS financial
measures do not have standard meanings prescribed by IFRS and may not be directly
comparable to similar measures used by other companies.
“Earnings before income taxes” and “net earnings available to common shareholders” are
additional IFRS measures which are used to provide management and investors with
additional measures to assess earnings performance. These measures are considered
additional IFRS measures as they are in addition to the minimum line items required by
IFRS and are relevant to an understanding of the entity’s financial performance.
Refer to the appropriate reconciliations of non-IFRS financial measures to reported
results in accordance with IFRS in Tables 1, 2 and 3.
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IGM FINANCIAL INC.
SUMMARY OF CONSOLIDATED OPERATING RESULTS

IGM Financial Inc. (TSX:IGM) is one of Canada’s premier financial
services companies. The Company’s principal businesses are
Investors Group Inc. and Mackenzie Financial Corporation, each
operating distinctly primarily within the advice segment of the
financial services market.
Total assets under management were $155.8 billion at March 31,
2018 compared with $147.5 billion at March 31, 2017 and
$156.5 billion at December 31, 2017. Average total assets under
management for the first quarter of 2018 were $156.8 billion
compared to $145.3 billion in the first quarter of 2017.
Investment fund assets under management were $149.2 billion
at March 31, 2018 compared with $142.1 billion at March 31,
2017 and $149.8 billion at December 31, 2017. Average
investment fund assets under management for the first quarter
of 2018 were $150.1 billion compared to $140.1 billion in the
first quarter of 2017.
Net earnings available to common shareholders for the three
months ended March 31, 2018 were $185.5 million or 77 cents
per share compared with net earnings available to common
shareholders of $177.1 million or 74 cents per share for the
comparative period in 2017.
Shareholders’ equity was $4.4 billion as at March 31, 2018,
compared to $4.8 billion at December 31, 2017. Return on
average common equity for the three months ended March 31,
2018 was 17.5% compared with 15.3% for the comparative
period in 2017. The reduction in Shareholders’ equity in the
quarter was largely due to the adoption of IFRS 15 which
resulted in an adjustment to opening retained earnings of
$514.6 million in the quarter. The quarterly dividend per common
share declared in the first quarter of 2018 was 56.25 cents,
unchanged from the fourth quarter of 2017.

The changes to the Company’s current year financial statements
included a decrease of $703.5 million in the opening balance of
the capitalized sales commission asset, a reduction in deferred
income taxes of $188.9 million, and an opening retained
earnings adjustment of $514.6 million.
This change in accounting standard will impact net earnings and
earnings before taxes (“EBT”). Due to an ongoing shift from salesbased compensation towards asset-based compensation, salesbased commission payments are expected to decline in 2018 and
subsequent years in relation to the last several years. As a result,
expensing sales commissions as incurred will result in lower
commission expense than our previous approach of amortizing
these amounts over an expected life of up to seven years.
The 2018 impact of IFRS 15 is expected to increase net earnings
by approximately $39 million (pre-tax $53 million).
The first quarter 2018 impact of the new standard increased net
earnings by approximately $6 million (pre-tax $9 million).
In the fourth quarter of 2017, we announced that Investors Group
had introduced changes to its Consultant Network compensation
arrangements effective January 1, 2018, and that these changes
would result in a greater proportion of compensation being assetbased and expensed as incurred and a lower proportion being
sales-based and subject to amortization. We disclosed that the
expected impact of this earlier recognition of expense would be to
decrease net earnings by approximately $19 million ($25 million
before tax) for full year 2018 and $5 million ($7 million before
tax) in the first quarter of 2018 (with total compensation paid
unaffected). The expected impact of adoption of IFRS 15 described
above was established after consideration of these compensation
changes announced during the fourth quarter of 2017, with a net

which outlines a single comprehensive model for entities to
use in accounting for revenue arising from contracts with

impact of increasing net earnings in the first quarter of 2018 by
$1 million ($2 million before tax).

Commissions are paid on investment product sales where the
Company either receives a fee directly from the client or where
it receives a fee directly from the mutual fund. The application
of IFRS 15 has resulted in a change to the accounting policy
related to the Company’s commission expense as follows:

This new accounting standard has no impact on the economics
of our business. The implementation of IFRS 15 will result in a
change in timing of the recognition of commission expenses but
has no effect on the cash flows of the Company.

PART D

On January 1, 2018, the Company adopted a change in
accounting policy (IFRS 15 Revenue from contracts with Customers)

customers (Note 2 to the Interim Financial Statements). The
standard outlines various criteria for the eligibility of capitalizing
contract costs.

6

• All other commissions paid on investment product sales are
expensed as incurred.

IGM FINANCIAL INC.

ADOPTION OF IFRS 15 REVENUE
FROM CONTRACTS WITH CUSTOMERS

• Commissions that are paid on investment product sales
where the Company receives a fee directly from the client are
capitalized and amortized over their estimated useful lives,
not exceeding a period of seven years.

On adoption of IFRS 15, the Company has introduced two
measures of EBITDA (Table 1). EBITDA before sales commissions
excludes all mutual fund sales commissions and is comparable
to prior periods and EBITDA after sales commissions includes all
sales commissions and highlights aggregate cash flows.
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TABLE 1: RECONCILIATION OF NON-IFRS FINANCIAL MEASURES(1)

THREE MONTHS ENDED

($ millions)

EARNINGS

Adjusted net earnings available to common shareholders –
Non-IFRS measure
Restructuring and other, net of tax
Proportionate share of associate’s one-time charges

$ 185.5
–
–

Net earnings available to common shareholders – IFRS

$ 185.5

EBITDA before sales commissions – Non-IFRS measure
Sales-based commissions paid

$ 333.2
(62.3)

2018

2017

2017

MARCH 31

DECEMBER 31

MARCH 31

EPS (2)

EARNINGS

$

0.77
–
–

$

$

0.77

$

50.6

$

353.8
(63.6)

EPS(2)

191.4 $ 0.79
(126.8)
(0.52)
(14.0)
(0.06)
$

0.21

$

177.1
–
–

$

0.74
–
–

$

177.1

$

0.74

$

324.6
(81.4)

EBITDA after sales commissions – Non-IFRS measure
Sales-based commissions paid subject to amortization
Amortization of capitalized sales commissions
Amortization of capital assets and intangible assets and other
Interest expense on long-term debt

270.9
16.3
(2.9)
(13.9)
(30.3)

290.2
63.6
(57.6)
(17.9)
(29.7)

243.2
81.4
(58.9)
(12.2)
(26.8)

Adjusted earnings before income taxes – Non-IFRS measure
Restructuring and other
Proportionate share of associate’s one-time charges

240.1
–
–

248.6
(172.3)
(14.0)

226.7
–
–

Earnings before income taxes
Income taxes
Perpetual preferred share dividends

240.1
(52.4)
(2.2)

Net earnings available to common shareholders – IFRS

$ 185.5

62.3
(9.5)
(2.2)
$

50.6

EPS(2)

EARNINGS

226.7
(47.4)
(2.2)
$

177.1

(1) On January 1, 2018, the Company adopted IFRS 15 which resulted in an increase in certain sales commissions which are expensed immediately, offset by a decrease in capitalized
sales commissions and related amortization.
(2) Diluted earnings per share

REPORTABLE SEGMENTS

the Mackenzie segment’s assets under management, net sales
and revenues. With these changes, the Investors Group and
Mackenzie segments each reflect their proportionate share of
the expenses of the investment management function to better

IGM Financial’s reportable segments are:
• Investors Group

PART D
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• Mackenzie Investments (Mackenzie Investments or Mackenzie)
• Corporate and Other
These segments, as shown in Tables 2 and 3 reflect the
Company’s internal financial reporting and performance
measurement. In 2017, the Company announced the
combination of investment management functions of Investors
Group and Mackenzie resulting in the formation of a single global
investment management organization. As a result, the Company
changed the definition of the Mackenzie segment to exclude
investment advisory mandates to Investors Group effective
October 1, 2017. These mandates are no longer reflected within

align with internal reporting. Segment operations are discussed
in each of their respective Review of Segment Operating Results
sections of the MD&A.
Certain items reflected in Tables 2 and 3 are not allocated
to segments:
• Interest expense – represents interest expense on longterm debt.
• 2017 Restructuring and other – charges recorded in the
fourth quarter resulting from efforts in respect of the
implementation of a number of initiatives to assist in the
Company’s operational effectiveness.
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TABLE 2: CONSOLIDATED OPERATING RESULTS BY SEGMENT – Q1 2018 VS. Q1 2017
INVESTORS GROUP
THREE MONTHS ENDED

($ millions)

Revenues
Fee income
Net investment income and other

MACKENZIE

CORPORATE & OTHER

TOTAL

2018

2017

2018

2017

2018

2017

2018

2017

MAR. 31

MAR. 31

MAR. 31

MAR. 31

MAR. 31

MAR. 31

MAR. 31

MAR. 31

$ 482.2
10.3

$

478.1
18.0

$

202.9
(0.2)

$

198.5
0.1

$

72.4
42.0

$

65.3
29.7

$

757.5
52.1

$

741.9
47.8

492.5

496.1

202.7

198.6

114.4

95.0

809.6

789.7

164.8
144.7

169.6
147.7

75.3
85.8

74.6
82.5

46.0
22.6

45.1
16.7

286.1
253.1

289.3
246.9

309.5

317.3

161.1

157.1

68.6

61.8

539.2

536.2

33.2

270.4

253.5

Interest expense

(30.3)

(26.8)

Earnings before income taxes
Income taxes

240.1
52.4

226.7
47.4

Net earnings
Perpetual preferred share dividends

187.7
2.2

179.3
2.2

Expenses
Commission
Non-Commission

Earnings before interest and taxes

$ 183.0

$

178.8

$

41.6

$

41.5

$

45.8

$

Net earnings available to common shareholders

$

185.5

$

177.1

Adjusted net earnings available to common shareholders(1)

$

185.5

$

177.1

(1) Refer to Non-IFRS Financial Measures and Additional IFRS Measures in this MD&A for an explanation of the Company’s use of non-IFRS financial measures.

TABLE 3: CONSOLIDATED OPERATING RESULTS BY SEGMENT – Q1 2018 VS. Q4 2017
INVESTORS GROUP
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

Revenues
Fee income
Net investment income and other

$ 482.2
10.3

MACKENZIE
2018
MAR. 31

2017
DEC. 31

$

493.1
(3.7)

$

202.9
(0.2)

CORPORATE & OTHER
2018
MAR. 31

2017
DEC. 31

$

204.5
3.3

$

72.4
42.0

TOTAL
2018
MAR. 31

2017
DEC. 31

$

72.4
37.1

$

757.5
52.1

2017
DEC. 31

$

770.0
36.7

202.7

207.8

114.4

109.5

809.6

806.7

164.8
144.7

165.7
138.8

75.3
85.8

75.7
82.0

46.0
22.6

46.7
19.5

286.1
253.1

288.1
240.3

66.2

539.2

528.4

43.3

270.4

278.3

Interest expense
Restructuring and other
Proportionate share of associate’s one-time charges

(30.3)
–
–

(29.7)
(172.3)
(14.0)

Earnings before income taxes
Income taxes

240.1
52.4

62.3
9.5

Net earnings
Perpetual preferred share dividends

187.7
2.2

52.8
2.2

Expenses
Commission
Non-Commission

309.5
Earnings before interest and taxes

$ 183.0

161.1

304.5
$

184.9

$

41.6

68.6

157.7
$

50.1

$

Net earnings available to common shareholders
Adjusted net earnings available to common shareholders

(1)

45.8

$

$

185.5

$

50.6

$

188.5

$

191.4

PART D

489.4
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492.5

(1) Refer to Non-IFRS Financial Measures and Additional IFRS Measures in this MD&A for an explanation of the Company’s use of non-IFRS financial measures.
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• 2017 Proportionate share of associate’s one-time charges –
represents the Company’s proportionate share in Great-West
Lifeco Inc.’s charges recorded in the fourth quarter related to
the impact of United States tax reforms and the pending sale
of an equity investment.
• Income taxes – changes in the effective tax rates are shown in
Table 4.
Tax planning may result in the Company recording lower
levels of income taxes. Management monitors the status of its
income tax filings and regularly assesses the overall adequacy
of its provision for income taxes and, as a result, income
taxes recorded in prior years may be adjusted in the current
year. The effect of changes in management’s best estimates
reported in adjusted net earnings is reflected in Other items,
which also includes, but is not limited to, the effect of lower
effective income tax rates on foreign operations.
• Perpetual preferred share dividends – represents the dividends
declared on the Company’s 5.90% non-cumulative first
preferred shares.

SUMMARY OF CHANGES IN TOTAL
ASSETS UNDER MANAGEMENT
Total assets under management were $155.8 billion at March 31,
2018 compared to $147.5 billion at March 31, 2017. Changes in
total assets under management are detailed in Table 5.
Changes in assets under management for Investors Group and
Mackenzie are discussed further in each of their respective
Review of the Business sections in the MD&A.

SUMMARY OF QUARTERLY RESULTS
The Summary of Quarterly Results in Table 6 includes the
eight most recent quarters and the reconciliation of non-IFRS
financial measures to net earnings in accordance with IFRS.
Changes in average daily investment fund assets under
management over the eight most recent quarters, as shown
in Table 6, largely reflect the impact of strong net sales of the
Company and changes in domestic and foreign markets.

TABLE 4: EFFECTIVE INCOME TAX RATE
2018
MAR. 31

THREE MONTHS ENDED

Income taxes at Canadian federal and provincial statutory rates
Effect of:
Proportionate share of associates’ earnings
Tax loss consolidation(1)
Other items

26.81 %

Effective income tax rate – adjusted net earnings
Proportionate share of associate’s one-time charges

21.82
–

Effective income tax rate – net earnings

21.82 %

(3.38)
(1.41)
(0.20)

2017
DEC. 31

26.85 %
(14.94)
(5.11)
2.38
9.18
6.04
15.22 %

2017
MAR. 31

26.84 %
(3.33)
(2.64)
0.03
20.90
–
20.90 %

PART D
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(1) See Note 25 – Related Party Transactions of the Consolidated Financial Statements included in the 2017 IGM Financial Inc. Annual Report (Annual Financial Statements).
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TABLE 5: CHANGE IN TOTAL ASSETS UNDER MANAGEMENT – Q1 2018 VS. Q1 2017(1)
INVESTMENT
INVESTORS GROUP
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

Investment funds
Mutual funds(3)
Total mutual fund gross sales
Total mutual fund net sales

$

2,859
784

MACKENZIE
2018
MAR. 31

2017
MAR. 31

$

2,932
890

$

ETFs
Net creations
(2)

Total investment fund net sales

784

890

Sub-advisory, institutional
and other accounts
Net sales
Combined net sales
Change in total assets
under management
Net sales
Investment returns

$

784

$

890

$

$

784 $
(1,689)

890
1,768

$

(905)
88,008

Net change in assets
Beginning assets
Ending assets
Total assets under management
consists of:
Investment funds
Mutual funds(3)
ETFs

$

114

768

139

229

117

$

260
48

2018
MAR. 31

2017
MAR. 31

$

48

245
39

$

39

5,749
1,118

2017
MAR. 31

$

6,038
1,005

474

114

1,359

1,068

(2)

$

256

$

48

$

39

$

997 $
(345)

256
1,739

$

48
27

$

39
141

$

652
64,509

2,658
81,242

2,861
76

715

997

2018
MAR. 31

2017
MAR. 31

75
5,377

1,995
57,657

180
4,908

1,357

119
$

1,187

1,357 $
(2,112)

1,187
3,621

(755)
156,513

4,808
142,688

$

87,103

$

83,900

$

65,161

$

59,652

$

5,452

$

5,088

$ 155,758

$ 147,496

$

87,103
–

$

83,900
–

$

55,586
2,004

$

52,934
234

$

5,452
–

$

5,088
–

$ 148,141
1,658

$ 141,922
234

5,088

149,203

142,087

6,555

5,409

$ 155,758

$ 147,496

Total investment funds(2)
Sub-advisory, institutional
and other accounts
Ending assets

2,630
286

CONSOLIDATED(2)

PLANNING COUNSEL

87,103

$

87,103

83,900

$

83,900

$

56,994

53,099

8,167

6,553

65,161

$

59,652

5,452

$

5,452

$

5,088

(1) Effective October 1, 2017, the Mackenzie segment has been redefined to exclude advisory mandates to Investors Group from its assets under management and revenues. Within
Table 5, this change has been applied retroactively to provide comparability of results.
(2) Consolidated results eliminate double counting where business is reflected within multiple segments:

(3) Investors Group and Investment Planning Counsel AUM and net sales includes separately managed accounts.
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– Included in ETFs are mutual fund investments in ETFs totalling $596 million at March 31, 2018 (March 31, 2017 – $69 million) and net sales of $233 million for the first
quarter of 2018 (2017 – $51 million).
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– Included with Mackenzie’s results were advisory mandates to other segments with assets of $2.0 billion at March 31, 2018 (March 31, 2017 – $1.1 billion) and net sales of
$472 million for the first quarter of 2018 (2017 – ($2) million).
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TABLE 6: SUMMARY OF QUARTERLY RESULTS

Consolidated statements of earnings ($ millions)
Revenues
Management fees
Administration fees
Distribution fees
Net investment income and other

2017

2017

2017

2016

2016

2016

Q4

Q3

Q2

Q1

Q4

Q3

Q2

$ 556.6
107.6
93.3
52.1

$

564.4
110.4
95.2
36.7

$

541.9
109.1
89.8
32.5

$

547.0
111.2
94.8
50.3

$

527.7
109.0
105.2
47.8

$

525.7
109.0
117.7
48.7

$

518.3
107.9
101.1
49.1

$

497.4
104.4
96.3
46.3

806.7

773.3

803.3

789.7

801.1

776.4

744.4

286.1
253.1
30.3

288.1
240.3
29.7

276.0
238.8
28.9

284.4
246.5
28.7

289.3
246.9
26.8

288.2
231.1
23.2

273.1
224.9
23.2

267.2
231.7
22.9

569.5

558.1

543.7

559.6

563.0

542.5

521.2

521.8

Earnings before undernoted
Restructuring and other
Pension plan
Proportionate share of associate’s one-time charges
Proportionate share of associate’s provision

240.1
–
–
–
–

248.6
(172.3)
–
(14.0)
–

229.6
–
–
–
–

243.7
(23.0)
50.4
–
(5.1)

226.7
–
–
–
–

258.6
–
–
–
–

255.2
–
–
–
–

222.6
–
–
–
–

Earnings before income taxes
Income taxes

240.1
52.4

62.3
9.5

229.6
54.0

266.0
63.0

226.7
47.4

258.6
23.4

255.2
55.4

222.6
47.5

Net earnings
Perpetual preferred share dividends

187.7
2.2

52.8
2.2

175.6
2.2

203.0
2.2

179.3
2.2

235.2
2.2

199.8
2.2

175.1
2.2

Net earnings available to common shareholders
Reconciliation of Non-IFRS financial
measures(1) ($ millions)
Adjusted net earnings available to common
shareholders – non-IFRS measure
Other items:
Restructuring and other, net of tax
Pension plan, net of tax
Proportionate share of associate’s
one-time charges
Proportionate share of associate’s provision
Reduction in income tax estimates related
to certain tax filings

PART D

2017

Q1

809.6
Expenses
Commission
Non-commission
Interest

IGM FINANCIAL INC.

2018

$ 185.5

$

50.6

$

173.4

$

200.8

$

177.1

$

233.0

$

197.6

$

172.9

$ 185.5

$

191.4

$

173.4

$

185.9

$

177.1

$

199.0

$

197.6

$

172.9

–
–

(126.8)
–

–
–

(16.8)
36.8

–
–

–
–

–
–

–
–

–
–

(14.0)
–

–
–

–
(5.1)

–
–

–
–

–
–

–
–

–

34.0

–

–

–

Net earnings available to common
shareholders – IFRS

$ 185.5

–
$

50.6

–
$

173.4

–
$

200.8

$

177.1

$

233.0

$

197.6

$

172.9

Earnings per Share (¢)
Adjusted net earnings available to common
shareholders(1)
– Basic
– Diluted
Net earnings available to common shareholders
– Basic
– Diluted

77
77

80
79

72
72

77
77

74
74

83
83

82
82

72
72

77
77

21
21

72
72

83
83

74
74

97
97

82
82

72
72

Average daily investment fund assets ($ billions)

$ 150.1

$

148.1

$

142.4

$

144.3

$

140.1

$

135.2

$

132.6

$

128.2

Total investment fund assets under
management ($ billions)

$ 149.2

$

149.8

$

144.6

$

143.3

$

142.1

$

137.6

$

134.1

$

129.1

Total assets under management ($ billions)

$ 155.8

$

156.5

$

150.0

$

148.6

$

147.5

$

142.7

$

140.7

$

135.5

(1) Refer to Non-IFRS Financial Measures and Additional IFRS Measures in addition to the Summary of Consolidated Operating Results section included in this MD&A for an
explanation of Other items used to calculate the Company’s Non-IFRS financial measures.
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INVESTORS GROUP
REVIEW OF THE BUSINESS
INVESTORS GROUP STRATEGY
Investors Group’s promise is to inspire financial confidence.
Our strategic mandate is to be Canada’s financial partner of choice.
Our value proposition is to deliver better Gamma, better Beta
and better Alpha:
• Gamma – the value of all efforts that sit outside of investment
portfolio construction. This includes the value that a financial
advisor adds to a client relationship, and comes from the
creation and follow through of a well constructed financial plan.
• Beta – the value created by well constructed investment
portfolios – achieving expected investment returns for the
lowest possible risk.
• Alpha – the value of active management – achieving returns
superior to passive benchmarks with a similar composition
and risk profile.
We seek to deliver our value proposition through:
• Superior Advice – Acquiring a deep knowledge of Canadian
investors and using those insights to shape everything we do.
• Segmented Client Experiences – Creating segmented
experiences personalized throughout our clients’ lifetimes.
• Entrepreneurial Advisors – Inspiring our entrepreneurial
advisors to constantly deliver an engaging experience and a
holistic plan that seeks to deliver superior outcomes.
• Powerful Financial Solutions – Providing the most powerful,
competitively priced, comprehensive suite of solutions.
• Business processes that are simple, easy and digitized –
Redesigning client and advisor interactions to simplify
processes, reduce errors, and digitize the experience with an
appropriate cost structure.
• Enabled by a high-performing and diverse culture.

studies in recent years which indicate that client households
receiving advice from a financial advisor have higher assets than
non-advised households, and that this advantage increases based
on the length of the relationship with the financial advisor. At the
centre of these relationships is a national distribution network of
Consultants based in region offices across Canada.

• 1,080 Associates and Regional Directors (1,010 at March 31,
2017). Associates are licensed team members of Consultant
practices who provide financial planning services and advice
to the clientele served by the team.
• Investors Group had a total Consultant network of 4,081
(4,754 at March 31, 2017).
Starting in the first quarter of 2017, Investors Group accelerated
the departure of Consultants who were not expected to develop
a successful practice. We also enhanced recruiting standards to
achieve greater likelihood of success while also enhancing our
culture and brand. This has resulted in us reducing the overall size
of our region office footprint from 115 at December 31, 2016 to
94 offices.
In 2017, Investors Group made it mandatory that all Consultants
with more than four years of experience are required to have or
be enrolled to achieve the Certified Financial Planner (CFP) or
its Quebec equivalent, Financial Planner (F.Pl.) designations. The
CFP and F.Pl. designations are nationally recognized financial
planning qualifications that require an individual to demonstrate
financial planning competence through education, standardized
examinations, continuing education requirements, and
accountability to ethical standards. The Financial Planning
Standards Council published in 2017 that Investors Group has
more CFP designation holders than any other organization
in Canada.
Over 57% of Consultant practices have professionals who are
qualified as Certified Financial Planners (CFP) or its Quebec
equivalent, Financial Planners (F.Pl.) and 100% of Consultant
practices are qualified or enrolled to be qualified. At March 31,
2018, 1,599 individuals in our Consultant network held the
CFP designation or the F.Pl. designation. In addition, there

PART D

offering comprehensive planning to its clients within the context
of long-term relationships. This approach is consistent with

• 887 New Consultants (1,482 at March 31, 2017), which
are those Consultants with less than four years of Investors
Group experience.

IGM FINANCIAL INC.

CONSULTANT NETWORK
Investors Group distinguishes itself from its competition by

• 2,114 Consultant practices (2,262 at March 31, 2017), which
reflect Consultants with more than four years of Investors
Group experience. These practices may include Associates
as described below. The level of Consultant practices is a
key measurement of our business as they serve clientele
representing approximately 95% of AUM.

were 2,345 individuals enrolled in these programs to gain
these designations. The total of 3,944 of those studying to be
or qualified as CFP or F.Pl. represents 97% of total Consultants
compared to 87% at March 31, 2017.

The following provides a breakdown of the Investors Group’s
Consultant network into its significant components at
March 31, 2018:
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ADMINISTRATIVE SUPPORT
AND COMMUNICATION FOR
CONSULTANTS AND CLIENTS

CLIENT STATEMENTS

Administrative support for Consultants and clients includes
timely and accurate client account record-keeping and
reporting, effective problem resolution support, and continuous
improvements to servicing systems.
This administrative support is provided from both Investors
Group’s Quebec General Office located in Montreal for
Consultants and clients residing in Quebec and from Investors
Group’s head office in Winnipeg, Manitoba for Consultants and
clients in the rest of Canada. The Quebec General Office has
over 200 employees and operating units for most functions
supporting approximately 875 Consultants throughout Quebec.
Mutual fund assets under management in Quebec were
approximately $15 billion as at March 31, 2018.
DEALER PLATFORM
A dealer platform was launched in the fourth quarter of 2016
which delivers an enhanced service experience to Consultants
and clients. This dealer platform has allowed us to internalize
carrying broker functionality and client statement preparation
for Investment Industry Regulatory Organization of Canada
(IIROC) and Mutual Fund Dealers Association of Canada (MFDA)
nominee accounts, which were previously performed by a third
party service provider, and has provided increased automation
of transaction activity. This platform supports the introduction
of new IIROC based products designed to support the high net

Client Account Rate of Return (ROR) Experience

For the three months ended March 31, 2018, the client account
median rate of return was approximately (1.4)%.
Investors Group has long believed that providing our clients
with personal account level performance and rate of return
information over multiple time periods is a meaningful benefit to
our clients and further demonstrates the value provided through
advice over the history of our client relationships.
Our clients’ statements include a multiple-period view of their
performance, including one year, three year and five year rates
of return.

ASSETS UNDER MANAGEMENT
At March 31, 2018, Investors Group’s mutual fund assets under
management were $87.1 billion. The level of assets under
management is influenced by three factors: sales, redemptions
and investment returns of our funds. Changes in mutual fund
assets under management for the periods under review are
reflected in Table 7.

Client Account Rate of Return (ROR) Experience
As at March 31, 2018

15

15

10

10

5
90% of
clients
rate of
return
range

0
-5
-10
2017 Annual

Median
Returns - %

5.3

Q1 18
(1.4)

ROR %

ROR %
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worth segment of our client base. The platform is expected to
result in efficiencies over the long term.

Regular communication with our clients includes quarterly
reporting of their Investors Group mutual fund holdings and
the change in asset values of these holdings during the quarter.
Individual clients experience different returns as a result of
having different composition of their portfolios in each quarter
as illustrated on the accompanying charts. The first chart reflects
in-quarter client account median rates of return for the current
year. The second chart reflects the client account median rates
of return based on one, three and five year timeframes as at
March 31, 2018. Both charts also illustrate upper and lower
ranges of rates of return around the median for 90% of Investors
Group client accounts.

90% of
clients
rate of
return
range

5
0
-5
-10

Median
Returns - %

1 Year

3 Year

5 Year

0.9

2.6

5.2
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TABLE 7: CHANGE IN MUTUAL FUND ASSETS UNDER MANAGEMENT – INVESTORS GROUP
% CHANGE
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

$

Sales
Redemptions

2,859
2,075

$

2,314
1,982

2017
MAR. 31

$

2,932
2,042

2017
DEC. 31

2017
MAR. 31

23.6 %
4.7

(2.5) %
1.6

Net sales (redemptions)
Investment returns

784
(1,689)

332
2,450

890
1,768

136.1
N/M

N/M

Net change in assets
Beginning assets

(905)
88,008

2,782
85,226

2,658
81,242

N/M

N/M

3.3

8.3

(11.9)

Ending assets

$

87,103

$

88,008

$

83,900

(1.0) %

3.8 %

Average daily assets

$

87,845

$

87,195

$

82,751

0.7 %

6.2 %

FUND PERFORMANCE
At March 31, 2018, 54.5% of Investors Group mutual funds
had a rating of three stars or better from the Morningstar† fund
ranking service and 19.9% had a rating of four or five stars. This
compared to the Morningstar† universe of 69.2% for three stars
or better and 34.5% for four and five star funds at March 31,
2018. Morningstar Ratings† are an objective, quantitative
measure of a fund’s three, five and ten year risk-adjusted
performance relative to comparable funds.
CHANGES TO MUTUAL FUND PRODUCT OFFERING
Investors Group continues to enhance the performance, scope
and diversity of our investment offering with the introduction of
new funds and other product changes that are well-suited to
the long-term diverse needs of Canadian investors.
HIGH NET WORTH OFFERINGS

high net worth clients totalled $1,210 million for the first quarter
of 2018, an increase of 10.5% from the first quarter of 2017, and

• Series J had assets of $19.2 billion at March 31, 2018, a
decrease of 18.6% from $23.5 billion at March 31, 2017,
largely as a result of transfer activity from Series J to Series U.
• Series U provides a pricing structure which separates the
advisory fee, which is charged directly to a client’s account,
from the fees charged to the underlying investment funds.
At March 31, 2018, Series U assets under management
had increased to $15.4 billion, compared to $8.1 billion at
March 31, 2017, an increase of 91%.

iProfile™
This is a unique portfolio management program, that is available
for households with assets held at Investors Group in excess of
$250,000. iProfile investment portfolios have been designed to
maximize returns and manage risk by diversifying across asset
classes, management styles and geographic regions. The iProfile
program has a pricing structure which separates the advisory
fee, which is charged directly to a client’s account, from the fees
charged to the underlying investment funds.
At March 31, 2018, the iProfile program assets under
management were $6.6 billion, an increase of 103% from
$3.3 billion at March 31, 2017.

PART D

March 31, 2018, an increase of 18.1% from one year ago, and
represented 47% of total assets under management. Sales to

clients in this category totalled $34.6 billion, an increase of 9.3%
from $31.6 billion at March 31, 2017.

IGM FINANCIAL INC.

High net worth clients represent a growing segment of our
client base. Investors Group has several offerings to address
the needs of high net worth clients and continues to look at
ways to provide further offerings to this segment. Assets under
management for clients in this category totalled $41.2 billion at

Unbundled Fee Structures

represented 42% of total sales.

Pricing for Households with Investment
Assets in Excess of $500,000
Investors Group has investment solutions with differentiated
pricing for households with investments in Investors Group
funds in excess of $500,000. Assets under management for

14

2017
DEC. 31

A growing portion of Investors Group’s client assets are in
Series U and iProfile, which are products with unbundled fee
structures where a separate advisory fee is charged to the client
account by the dealer. At March 31, 2018, $22.0 billion, or 25.3%
of Investors Group’s mutual fund assets under management,
were in products with unbundled fee structures, up 94.3%
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from $11.4 billion at March 31, 2017 which represented 13.5%
of assets under management. Sales of these products to high
net worth clients totalled $851 million for the first quarter of
2018, an increase of $269 million from the first quarter of 2017
representing 70% of total high net worth sales and 30% of total
mutual fund sales.
In the fourth quarter of 2017, the Company indicated it would
provide access for all clients to Series U in 2018 with the goal of
eliminating all embedded fee purchase options.

Separately Managed Accounts
and Fee-Based Brokerage Account
Investors Group’s separately managed account program, Azure
Managed InvestmentsTM, as well as its Fee-Based Account
program, are both offered through Investors Group’s brokerage
services firm, Investors Group Securities Inc.
Azure Managed Investments are discretionary dealer-managed
accounts that allow clients to delegate responsibility for dayto-day investment decisions to a portfolio manager. There are
seven different investment mandates available that provide
core equity exposure in Canadian, U.S., North American and
International equity markets.
Investors Group’s Fee-Based Account program is a nondiscretionary, fee-based brokerage account offering clients the
benefits of a holistic approach to managing their portfolio.
CHANGE IN ASSETS UNDER MANAGEMENT –
Q1 2018 VS. Q1 2017
Investors Group’s mutual fund assets under management were
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$87.1 billion at March 31, 2018, representing an increase of
3.8% from $83.9 billion at March 31, 2017. Average daily mutual
fund assets were $87.8 billion in the first quarter of 2018, up
6.2% from $82.8 billion in the first quarter of 2017.
For the quarter ended March 31, 2018, sales of Investors Group
mutual funds through its Consultant network were $2.9 billion,
a decrease of 2.5% from the comparable period in 2017. Mutual
fund redemptions totalled $2.1 billion, an increase of 1.6% from

remains well below the corresponding average redemption
rate for all other members of the Investment Funds Institute of
Canada (IFIC) of approximately 16.1% at March 31, 2018.
CHANGE IN ASSETS UNDER MANAGEMENT –
Q1 2018 VS. Q4 2017
Investors Group’s mutual fund assets under management
were $87.1 billion at March 31, 2018, a decrease of 1.0% from
$88.0 billion at December 31, 2017. Average daily mutual fund
assets were $87.8 billion in the first quarter of 2018 compared to
$87.2 billion in the fourth quarter of 2017, an increase of 0.7%.
For the quarter ended March 31, 2018, sales of Investors Group
mutual funds through its Consultant network were $2.9 billion,
an increase of 23.6% from the fourth quarter of 2017. Mutual
fund redemptions, which totalled $2.1 billion for the first quarter,
increased 4.7% from the previous quarter and the annualized
quarterly redemption rate was 9.0% in the first quarter compared
to 8.3% in the fourth quarter of 2017. Investors Group mutual
fund net sales were $784 million for the current quarter
compared to net sales of $332 million in the previous quarter.

OTHER PRODUCTS AND SERVICES
SEGREGATED FUNDS
Investors Group offers segregated funds which include the
Investors Group Series of Guaranteed Investment Funds (GIFs).
GIFs are segregated fund policies issued by The Great-West Life
Assurance Company and include 14 fund-of-fund segregated
portfolios and six individual segregated funds. These segregated
funds provide for long-term investment growth potential
combined with risk management, full and partial maturity and
death benefit guarantee features, potential creditor protection
and estate planning efficiencies. Select GIF policies allow for
a Lifetime Income Benefit (LIB) option to provide guaranteed
retirement income for life. The investment components of these
segregated funds are managed by Investors Group. At March 31,
2018, total segregated fund assets were $1.8 billion, unchanged
from March 31, 2017.

2017. Investors Group mutual fund net sales for the first quarter of
2018 were $784 million compared with net sales of $890 million

Investors Group distributes insurance products through I.G.

in 2017. During the first quarter, investment returns resulted in
a decrease of $1.7 billion in mutual fund assets compared to an

Insurance Services Inc. The average number of policies sold by
each insurance-licensed Consultant was 2.2 for the quarter

increase of $1.8 billion in the first quarter of 2017.

ended March 31, 2018, compared to 3.1 in 2017. Distribution
of insurance products is enhanced through Investors Group’s

Investors Group’s annualized quarterly redemption rate for longterm funds was 9.0% in the first quarter of 2018, compared
to 9.2% in the first quarter of 2017. Investors Group’s twelve
month trailing redemption rate for long-term funds was 8.4%
at March 31, 2018 compared to 8.8% at March 31, 2017, and

INSURANCE

Insurance Planning Specialists, located throughout Canada, who
assist Consultants with advanced estate planning solutions for
high net worth clients.
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SECURITIES OPERATIONS
Investors Group Securities Inc. is an investment dealer registered
in all Canadian provinces and territories providing clients with
securities services to complement their financial and investment
planning. Investors Group Consultants can refer clients to one
of our Wealth Planning Specialists available through Investors
Group Securities Inc. In addition, there are a growing number of
IIROC licensed Consultants using this platform.
MORTGAGE OPERATIONS
Investors Group is a national mortgage lender that offers
residential mortgages to Investors Group clients as part of
a comprehensive financial plan. Investors Group Mortgage
Planning Specialists are located throughout each province in
Canada, and work with our clients and their Consultants as
permitted by the regulations to develop mortgage strategies
that meet the individual needs and goals of each client.
Through its mortgage banking operations, mortgages originated
by Investors Group Mortgage Planning Specialists are sold to
the Investors Mortgage and Short Term Income Fund, Investors
Canadian Corporate Bond Fund, securitization programs, and
institutional investors. Certain subsidiaries of Investors Group are
Canada Mortgage and Housing Corporation (CMHC)-approved
issuers of National Housing Act Mortgage-Backed Securities
(NHA MBS) and are approved sellers of NHA MBS into the
Canada Mortgage Bond Program (CMB Program). Securitization
programs also include certain bank-sponsored asset-backed
commercial paper (ABCP) programs. Residential mortgages are
also held by Investors Group’s intermediary operations.
Mortgage fundings for the first quarter of 2018 were
$171 million, compared to $311 million in 2017, a decrease of
45.0%. At March 31, 2018, mortgages serviced by Investors
Group related to its mortgage banking operations totalled

$10.7 billion, compared to $11.1 billion at March 31, 2017, a
decrease of 3.5%.
SOLUTIONS BANKING†
Investors Group’s Solutions Banking† offering consists of a
wide range of products and services provided by the National
Bank of Canada under a long-term distribution agreement and
includes: investment loans, residential mortgages, lines of credit,
personal loans, creditor insurance, deposit accounts, and credit
cards. The offering also includes an All-in-One product which
is a comprehensive cash management solution that integrates
the features of a mortgage, term loan, revolving line of credit
and deposit account to meet the needs of our clients while
minimizing overall interest costs. Through Solutions Banking†,
clients have access to a network of banking machines, as well
as a private labeled client website and client service centre. The
Solutions Banking† offering supports Investors Group’s approach
to delivering total financial solutions for our clients through
a broad financial planning platform. Total lending products
of Investors Group clients in the Solutions Banking† offering
totalled $3.6 billion at March 31, 2018, compared to $3.2 billion
at March 31, 2017.
Available credit associated with Solutions Banking† All-in-One
accounts originated for the quarter ended March 31, 2018 were
$199 million, compared to $149 million in 2017. At March 31,
2018, the balance outstanding of Solutions Banking All-in-One
products was $2.3 billion, compared to $1.8 billion one year ago,
and represented approximately 50% of total available credit
associated with these accounts.
ADDITIONAL PRODUCTS AND SERVICES
Investors Group also provides its clients with guaranteed
investment certificates offered by Investors Group Trust Co. Ltd.,
as well as a number of other financial institutions.
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REVIEW OF SEGMENT OPERATING RESULTS

Investors Group’s earnings before interest and taxes are
presented in Table 8.

on the level and composition of mutual fund assets under
management. Administration fees totalled $78.1 million in the
current quarter compared to $79.9 million a year ago, a decrease
of 2.3%. This decrease resulted primarily from changes in the
composition of average assets under management.

Q1 2018 VS. Q1 2017
FEE INCOME

Distribution fees are earned from:

Fee income is generated from the management, administration
and distribution of Investors Group mutual funds. The
distribution of insurance and Solutions Banking† products and
the provision of securities services provide additional fee income.
Investors Group earns management fees for investment
management services provided to its mutual funds, which depend
largely on the level and composition of mutual fund assets under
management. Management fees were $360.8 million in the
first quarter of 2018, an increase of $19.7 million or 5.8% from
$341.1 million in 2017. The net increase in management fees
in the first quarter of 2018 was primarily due to the increase in
average assets under management of 6.2%, as shown in Table 7.
The average management fee rate in the first quarter of 2018
was 166.6 basis points of average assets under management
compared to 166.8 basis points in 2017.
Investors Group receives administration fees for providing
administrative services to its mutual funds and trusteeship
services to its unit trust mutual funds, which also depend largely

• Redemption fees on mutual funds that were sold with a
deferred sales charge.
• Portfolio fund distribution fees.
• Distribution of insurance products through I.G. Insurance
Services Inc.
• Securities trading services provided through Investors Group
Securities Inc.
• Banking services provided through Solutions Banking†.
Distribution fee income of $43.3 million for the first quarter of
2018 decreased by $13.8 million from $57.1 million in 2017,
primarily due to a decrease in distribution fee income from
insurance products. Insurance revenue in 2017 was higher as
a result of sales in advance of changes to the way permanent
insurance was taxed. Redemption fees were also lower in the
quarter ended March 31, 2018. Redemption fee income varies
depending on the level of deferred sales charge attributable to
fee-based redemptions.

TABLE 8: OPERATING RESULTS – INVESTORS GROUP
% CHANGE
2018
MAR. 31

THREE MONTHS ENDED
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($ millions)

Revenues
Management fees
Administration fees
Distribution fees

$ 360.8
78.1
43.3

Net investment income and other

Expenses
Commission
Commission amortization
Mutual fund sales commissions expensed as incurred
Other commissions
Asset-based compensation
Non-commission

Earnings before interest and taxes

2017
DEC. 31

$

366.8
80.9
45.4

2017
MAR. 31

$

2017
DEC. 31

2017
MAR. 31

341.1
79.9
57.1

(1.6) %
(3.5)
(4.6)

5.8 %
(2.3)
(24.2)

482.2
10.3

493.1
(3.7)

478.1
18.0

(2.2)
N/M

0.9
(42.8)

492.5

489.4

496.1

0.6

(0.7)

2.9
35.9
30.4

45.6
–
30.7

45.2
–
45.7

N/M

N/M

N/M

N/M

(1.0)

(33.5)

69.2
95.6
144.7

76.3
89.4
138.8

90.9
78.7
147.7

(9.3)
6.9
4.3

(23.9)
21.5
(2.0)

309.5

304.5

317.3

1.6

(2.5)

$ 183.0

$

184.9

$

178.8

(1.0) %

2.3 %
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NET INVESTMENT INCOME AND OTHER
Net investment income and other includes income related to
mortgage banking operations and net interest income related to
intermediary operations.
As of January 1, 2018, the Company has adopted IFRS 9
which replaces IAS 39, Financial Instruments: Recognition and
Measurement. The adoption of IFRS 9 has resulted in several
changes to how the Company accounts for its mortgage
banking operations:

Table 23 details the impact of IFRS 9 and IFRS 15 on the
Consolidated Balance Sheet as at January 1, 2018.
Net investment income and other was $10.3 million in the first
quarter of 2018, a decrease of $7.7 million from $18.0 million
in 2017.
Net investment income related to Investors Group’s mortgage
banking operations totalled $8.9 million for the first quarter
of 2018 compared to $16.8 million in 2017, a decrease of
$7.9 million. A summary of mortgage banking operations for
the quarter under review is presented in Table 9. The changes in
mortgage banking income were due to:

• Loans of $282.6 million previously classified as held for trading
were reclassified to amortized cost. This resulted in a total
remeasurement of $49.7 million due to the reversal of
unrealized losses included in the carrying value of the loans
and the capitalization of previously expensed mortgage issue
costs. This remeasurement amount of $49.7 million will reduce
mortgage banking income over the life of the related loans.
• The Company has adopted the hedge accounting
requirements of IFRS 9 as outlined in Note 2 to the Interim
Financial Statements.

• Net interest income on securitized loans – decreased by
$5.9 million for the first quarter of 2018 to $10.4 million,
compared to 2017. The decrease resulted from lower margins
on securitized loans, primarily due to the adoption of IFRS 9
where issue costs for securitized loans previously expensed
as incurred are capitalized and amortized over the life of
the related loans, and elimination of accretion of discounts
related to fair value losses recognized on loans held prior
to securitization.

TABLE 9: MORTGAGE BANKING OPERATIONS – INVESTORS GROUP
% CHANGE
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

Total mortgage banking income
Net interest income on securitized loans
Interest income
Interest expense

$

52.5
38.0

2017
MAR. 31

$

14.5
–
(19.6)
(1.2)

(28.3)

$

16.8

N/M

$

$

7,529
3,236

$

7,239
3,596

$

$

10,765

$

10,835

$

379
96

$

475

$

$

1.6 %
20.2

N/M

(36.2)
(61.9)

80.1

N/M

N/M

N/M

%

(47.0) %

7,525
3,555

4.0 %
(10.0)

0.1 %
(9.0)

$

11,080

(0.6) %

(2.8) %

1,068
25

$

331
298

(64.5) %

14.5 %
(67.8)

1,093

$

629

(56.5) %

N/M
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2017
MAR. 31

(4.2) %
5.0

16.3
2.1
(1.3)
(0.3)

$

(6.3)

49.5
33.2

2017
DEC. 31

IGM FINANCIAL INC.

Mortgage sales to:(3)
Securitizations
Other(1)

$

10.4
0.8
(3.9)
1.6

Net interest income
Gains on sales(1)
Fair value adjustments
Other(2)

Average mortgages serviced
Securitizations
Other

50.3
39.9

2017
DEC. 31

(24.5) %

(1) Represents sales to institutional investors through private placements, to Investors Mortgage and Short Term Income Fund, and to Investors Canadian Corporate Bond Fund as well
as gains realized on those sales.
(2) Represents mortgage issuance and insurance costs, interest earned on warehoused mortgages, and servicing and other.
(3) Represents principal amounts sold.
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• Gains realized on the sale of residential mortgages –
decreased by $1.3 million for the first quarter of 2018 to
$0.8 million, compared to 2017. The decrease in gains
resulted from lower sales activity.
• Fair value adjustments – decreased by $2.6 million for
the first quarter of 2018 to ($3.9) million, compared to
2017. The decrease was primarily due to unfavorable
fair value adjustments on certain securitization related
financial instruments.
• Other – increased by $1.9 million for the first quarter of
2018 to $1.6 million compared to 2017 primarily due to the
adoption of IFRS 9 where issue costs for securitized loans
previously expensed as incurred are amortized over the life of
the related loans.
EXPENSES
Investors Group incurs commission expense in connection with
the distribution of its mutual funds and other financial services
and products. Commissions are paid on the sale of these products
and fluctuate with the level of sales. Prior to January 1, 2018,
commissions paid on the sale of mutual funds were capitalized
and amortized over a maximum period of seven years. As of
January 1, 2018, as a result of the adoption of IFRS 15 (Note 2 to
the Interim Financial Statements) commissions paid on the sale

FEE INCOME
Management fee income decreased by $6.0 million or 1.6%
to $360.8 million in the first quarter of 2018 compared with
the fourth quarter of 2017. The net decrease in management
fees in the first quarter was primarily due to a decrease of
approximately $7.0 million resulting from two fewer calendar
days in the first quarter compared to the prior quarter, offset
in part by the increase in average assets under management of
0.7% for the quarter, as shown in Table 7.
Administration fees decreased to $78.1 million in the first
quarter of 2018 from $80.9 million in the fourth quarter of 2017
largely due to changes in the composition of average mutual
fund assets under management in the period, as well as two
fewer calendar days in the first quarter as compared to the
prior quarter.
Distribution fee income of $43.3 million in the first quarter
of 2018 decreased by $2.1 million from $45.4 million in the

from the client. All other commissions paid on investment product
sales are expensed as incurred.

fourth quarter primarily due to a decrease in distribution fee
income from insurance product sales, primarily as a result of the
seasonal nature of insurance sales.

The Company’s implementation of IFRS 15 in the quarter
resulted in less cash commissions paid being expensed in the
quarter as compared to the amortization of commissions
in 2017 which were previously capitalized and amortized.

PART D

Q1 2018 VS. Q4 2017

of investment products are capitalized and amortized over their
estimated useful lives where the Company receives a fee directly

Commission expense was $69.2 million for the first quarter of
2018, a decrease of $21.7 million from $90.9 million in 2017.

IGM FINANCIAL INC.

expenses were $144.7 million for the first quarter of 2018
compared to $147.7 million in 2017, a decrease of $3.0 million
or 2.0%. The decrease resulted from lower sub-advisory fees and
the realization of certain initiatives that were announced in the
previous quarter.

In addition, the decrease in other commissions resulted in
part from compensation related to the distribution of other
insurance products.
Asset-based compensation, which is based on the value of
assets under management, increased by $16.9 million for the
first quarter ended March 31, 2018 to $95.6 million, compared
to 2017. The increase was primarily due to the increase in assets
under management and to compensation changes announced
in the fourth quarter of 2017.
Non-commission expenses incurred by Investors Group
primarily relate to the support of the Consultant network,
the administration, marketing and management of its mutual
funds and other products, as well as sub-advisory fees related
to mutual fund assets under management. Non-commission

NET INVESTMENT INCOME AND OTHER
Net investment income and other was $10.3 million in the
first quarter of 2018 compared to ($3.7) million in the previous
quarter, an increase of $14.0 million primarily related to
Investors Group’s mortgage banking operations.
Net investment income related to Investors Group’s mortgage
banking operations totalled $8.9 million in the first quarter of
2018, an increase of $15.2 million from ($6.3) million in the
previous quarter as shown in Table 9. The changes in mortgage
banking income were due to:
• Net interest income on securitized loans – decreased by
$4.1 million for the first quarter of 2018 to $10.4 million,
compared to $14.5 million in the previous quarter. The
decrease resulted primarily due to the adoption of IFRS 9
where issue costs for securitized loans previously expensed
as incurred are now capitalized and amortized over the life
of the related loans and elimination of accretion of discounts
related to fair value losses recognized on loans held prior
to securitization.
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• Gains realized on the sale of residential mortgages –
increased by $0.8 million for the first quarter of 2018,
compared to the previous quarter. The increase in gains
resulted from higher sales activity.
• Fair value adjustments – increased by $15.7 million for
the first quarter of 2018 to ($3.9) million compared to
($19.6) million in the previous quarter primarily due to
negative fair value adjustments in 2017 on loans held
temporarily pending sale or securitization to third parties, as a
result of interest rate increases in the period.
• Other – increased by $2.8 million for the first quarter of 2018
to $1.6 million compared to the previous quarter primarily due
to the adoption of IFRS 9 where issue costs for securitized
loans previously expensed as incurred are amortized over the
life of the related loans.

EXPENSES
Commission expense in the current quarter was $69.2 million
compared with $76.3 million in the previous quarter. The
decrease primarily related to less cash commissions paid being
expensed in the quarter as compared to the amortization of
commissions in the prior quarter that had previously been
capitalized and amortized, prior to the implementation of
IFRS 15. Asset-based compensation increased by $6.2 million to
$95.6 million in the first quarter of 2018, due to higher assets
under management and compensation changes announced in
the fourth quarter of 2017.
Non-commission expenses were $144.7 million in the current
quarter, compared to $138.8 million in the prior quarter. The
increase was partially due to the seasonal nature of certain
expenses normally incurred in the first quarter.
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MACKENZIE INVESTMENTS
REVIEW OF THE BUSINESS
MACKENZIE STRATEGY
Mackenzie strives to ensure that the interests of clients,
shareholders, dealers, advisors and employees are closely
aligned.
Mackenzie’s vision: We are committed to the financial success of
investors, through their eyes. This impacts the strategic priorities
we select to fulfil that commitment and drive future business
growth. Our strategic mandate is two-fold: win in the Canadian
retail space, and build meaningful strategic relationships, both in
support of our goal to be the company of choice for individual
investors, financial advisors and institutional investors. We aim
to achieve this mandate by attracting and fostering the best
minds in the investment industry, responding to changing needs
of financial advisors and investors with distinctive and innovative
solutions, and continuing to deliver institutional quality in
everything we do.
Supporting this vision and strategic mandate are six key
foundational capabilities that our employees strive to achieve:
• Delivering competitive and consistent risk-adjusted
performance

Great-West Lifeco Inc. (Lifeco) subsidiaries, and also include a
private label mutual fund arrangement with Lifeco subsidiary
Quadrus. Within the strategic alliance channel, Mackenzie’s
primary distribution relationship is with the head office of the
respective bank, insurance company or investment company.
In the institutional channel, Mackenzie provides investment
management services to pension plans, foundations and other
institutions. Mackenzie attracts new institutional business
through its relationships with pension and management
consultants.
Gross sales and redemption activity in strategic alliance and
institutional accounts can be more pronounced than in the retail
channel given the relative size and the nature of the distribution
relationships of these accounts. These accounts are also subject
to ongoing reviews and rebalance activities which may result in
a significant change in the level of assets under management.
Mackenzie is positioned to continue to build and enhance
its distribution relationships given its team of experienced
investment professionals, strength of its distribution network,
broad product shelf, competitively priced products and its focus
on client experience and investment excellence.

• Offering innovative and high quality investment solutions
• Accelerating distribution

ASSETS UNDER MANAGEMENT

• Advancing brand leadership

The changes in investment fund assets under management are
summarized in Table 10 and the changes in total assets under
management are summarized in Table 11.

• Driving operational excellence and discipline
• Enabling a high-performing and diverse culture
Mackenzie seeks to maximize returns on business investment
by focusing resources in areas that directly impact the success
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of our strategic mandate: investment management, distribution
and client experience.
Founded in 1967, Mackenzie continues to build an investment
advisory business through proprietary investment research and
portfolio management while utilizing strategic partners in a
selected sub-advisory capacity. Our business focuses on multiple
distribution channels: Retail, Strategic Alliances and Institutional.
Mackenzie primarily distributes its retail investment products
through third party financial advisors. Mackenzie’s sales teams
work with many of the more than 30,000 independent financial
advisors and their firms across Canada. In addition to its retail
distribution team, Mackenzie also has specialty teams focused
on strategic alliances and the institutional marketplace. Within
the strategic alliance channel, Mackenzie offers certain series
of its mutual funds and provides sub-advisory services to
third party and related party investment programs offered by
banks, insurance companies and other investment companies.
Strategic alliances with related parties include providing advisory
services to Investors Group, Investment Planning Counsel and

In October 2017, the investment management functions of
Investors Group and Mackenzie consolidated to form a single
global investment management organization under Mackenzie
to support both companies. Effective October 1, 2017,
Mackenzie’s segment excludes investment advisory mandates to
Investors Group funds and investments into Mackenzie mutual
funds by Investors Group mutual funds. These mandates are
no longer reflected within Mackenzie’s segment assets under
management and net sales. To ensure comparability of results,
prior period assets under management and net sales have been
adjusted to remove these mandates.
At March 31, 2018, Mackenzie’s investment fund assets under
management were $57.0 billion, an all-time quarter end high,
and total assets under management were $65.2 billion. The
change in Mackenzie’s assets under management is determined
by the increase or decrease in the market value of the securities
held in the portfolios of investments and by the level of net sales.
FUND PERFORMANCE
Long-term investment performance is a key measure of
Mackenzie’s ongoing success. At March 31, 2018, 40.8% of
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TABLE 10: CHANGE IN INVESTMENT FUND ASSETS UNDER MANAGEMENT – MACKENZIE (1)
% CHANGE
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

$

Sales
Redemptions

2,630
2,344

Mutual fund net sales (redemptions)(2)
ETF net creations

2017
DEC. 31

$

286
715

Investment fund net sales (redemptions)(3)
Investment returns

768
(317)
451
56,543

Net change in assets
Beginning assets

2,234
2,097

2017
MAR. 31

$

2,861
2,785

2017
DEC. 31

2017
MAR. 31

17.7 %
11.8

(8.1) %
(15.8)

137
367

76
114

108.8
94.8

276.3

477
1,850

139
1,535

61.0

N/M

N/M

N/M

2,327
54,216

1,674
51,425

(80.6)
4.3

(73.1)
10.0

N/M

Ending assets

$

56,994

$

56,543

$

53,099

0.8 %

Consists of:
Mutual funds
ETFs

$

55,586
2,004

$

55,615
1,296

$

52,934
234

(0.1) %
54.6

$

56,994

$

56,543

$

53,099

0.8 %

7.3 %

$

57,070

$

55,687

$

52,330

2.5 %

9.1 %

Investment funds(4)
Daily average investment fund assets

7.3 %
5.0 %
N/M

(1) Effective October 1, 2017, Mackenzie segment has been redefined to exclude investments into Mackenzie mutual funds by Investors Group mutual funds from its assets under
management and net sales. This change has been applied retroactively to provide comparability of results.
(2) During the first quarter of 2017, certain third party programs which include Mackenzie mutual funds made fund allocation changes which resulted in Mackenzie mutual fund gross
sales of $313 million, redemptions of $618 million and net redemptions of $305 million.
(3) Total investment fund net sales exclude Mackenzie mutual fund investments in ETFs of $233 million for the first quarter of 2018, $27 million for the fourth quarter of 2017 and
$51 million for the first quarter of 2017.
(4) Excludes Mackenzie mutual fund investments in ETFs of $596 million at March 31, 2018, $368 million at December 31, 2017 and $69 million at March 31, 2017.

Exchange Traded Funds

Mutual Funds
CHANGES TO PRODUCT OFFERINGS

22

Mackenzie continues to evolve its product shelf by providing

In 2018, Mackenzie launched Exchange Traded Fund (ETF)
Portfolios, a series of five mutual fund portfolios in a single

enhanced investment solutions for financial advisors to offer
their clients. In 2018, Mackenzie launched a number of new

solution that provides access to a full spectrum of Mackenzie
ETFs. Each portfolio has the ability to invest in Mackenzie’s

products, announced a new simplified and more accessible
pricing structure, which includes fee reductions, and proposed
mergers to streamline and strengthen its product shelf.

active, strategic beta and traditional ETFs, and is professionally
managed and monitored by the Mackenzie Asset Allocation
Team. This new line-up makes ETFs more accessible to
Canadian advisors and investors:

PART D

The addition of Exchange Traded Funds (ETF) has complemented
Mackenzie’s broad and innovative fund line-up and reflects its
investor-focus vision to provide advisors and investors with new
solutions to drive investor outcomes and achieve their personal
goals. These ETFs offer investors another investment option to
utilize in building long-term diversified portfolios. Mackenzie’s
current line-up consists of twenty-eight ETFs: fifteen active and
strategic beta ETFs launched during 2016 and 2017 and an
additional thirteen traditional index ETFs launched in the first
quarter of 2018.

IGM FINANCIAL INC.

Mackenzie mutual fund assets were rated in the top two
performance quartiles for the one year time frame, 48.8% for
the three year time frame and 43.4% for the five year time
frame. Mackenzie also monitors its fund performance relative to
the ratings it receives on its mutual funds from the Morningstar†
fund ranking service. At March 31, 2018, 75.2% of Mackenzie
mutual fund assets measured by Morningstar† had a rating
of three stars or better and 38.9% had a rating of four or five
stars. This compared to the Morningstar† universe of 76.4%
for three stars or better and 39.6% for four and five star funds
at March 31, 2018. These ratings exclude the Quadrus Group
of Funds†.
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TABLE 11: CHANGE IN TOTAL ASSETS UNDER MANAGEMENT – MACKENZIE (1)
% CHANGE
2018
MAR. 31

THREE MONTHS ENDED

($ millions)

Net sales (redemptions)
Mutual funds(2)
ETF net creations

$

Investment funds(3)
Sub-advisory, institutional and other accounts
Total net sales
Investment returns

286
715

2017
DEC. 31

$

$

2017
DEC. 31

76
114

108.8 %
94.8
61.0
(78.8)

95.7

997
(345)

1,557
2,112

256
1,739

(36.0)

289.5

N/M

N/M

3,669
60,840

1,995
57,657

(82.2)
6.0

(67.3)
11.9

$

65,161

$

64,509

$

59,652

1.0 %

$

55,586
2,004

$

55,615
1,296

$

52,934
234

(0.1) %
54.6

(5)

Average total assets

N/M

139
117

Consists of:
Mutual funds
ETFs

Total assets under management

276.3 %

477
1,080

Ending assets

Investment funds(4)
Sub-advisory, institutional and other accounts

2017
MAR. 31

768
229

652
64,509

Net change in assets
Beginning assets

137
367

2017
MAR. 31

56,994
8,167

56,543
7,966

53,099
6,553

0.8
2.5

N/M

9.2 %
5.0 %
N/M

7.3
24.6

$

65,161

$

64,509

$

59,652

1.0 %

9.2 %

$

65,233

$

63,029

$

58,691

3.5 %

11.1 %

(1) Effective October 1, 2017, Mackenzie segment has been redefined to exclude advisory mandates to Investors Group and investments into Mackenzie mutual funds by Investors
Group mutual funds from its assets under management and net sales. These changes have been applied retroactively to provide comparability of results.
(2) During the first quarter of 2017, certain third party programs which include Mackenzie mutual funds made fund allocation changes which resulted in Mackenzie mutual fund gross
sales of $313 million, redemptions of $618 million and net redemptions of $305 million.
(3) Investment fund net sales and total net sales exclude Mackenzie mutual fund investments in ETFs of $233 million for the first quarter of 2018, $27 million for the fourth quarter of
2017 and $51 million for the first quarter of 2017.
(4) Excludes Mackenzie mutual fund investments in ETFs of $596 million at March 31, 2018, $368 million at December 31, 2017 and $69 million at March 31, 2017.
(5) Based on daily average investment fund assets and month-end average sub-advisory, institutional and other assets.

• Mackenzie Conservative Income ETF Portfolio

minimum eligibility requirement of $100,000 (from $250,000)
per household. The lower and simplified pricing structure will be
available to investors June 1, 2018.

• Mackenzie Conservative ETF Portfolio
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• Mackenzie Balanced ETF Portfolio
• Mackenzie Moderate Growth ETF Portfolio

On March 28, 2018, Mackenzie announced thirteen proposed

• Mackenzie Growth ETF Portfolio

mutual fund mergers to streamline and strengthen its product
shelf and make it easier for investors to navigate. The proposed
mergers are expected to be implemented on or about July 6,
2018, subject to investor approval.

On March 28, 2018, Mackenzie announced a new simplified and
more accessible pricing structure for investors, which includes
some fee reductions. For investors in fee-based series, Mackenzie
is eliminating Private Wealth Series and aligning fees to offer the
same competitive management and administration fee for all
account sizes. For investors in retail series with embedded dealer
compensation, Mackenzie is simplifying Private Wealth series
pricing to align management and administration fees with the
fee-based series. As a result of these changes, most investors in
Series F and Private Wealth series will receive lower fees and no
investor will experience a fee increase. In addition, Private Wealth
series will also be accessible to more investors, with a lower

In May, 2018, Mackenzie announced the upcoming launch of the
Mackenzie Multi-Strategy Absolute Return Fund. This fund, a first
for Canadian retail investors, provides investors with access to
alternative investment strategies within a mutual fund structure
and offers a one-stop solution for retail investors. By diversifying
in new and alternative ways, the goal of the fund is to add a
component to investors’ portfolios that is not correlated with
the markets and to reduce volatility by leveraging sophisticated
risk allocation methodology. This fund will be managed by
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Mackenzie’s Asset Allocation, Fixed Income and Systematic
Strategies teams. Mackenzie’s Asset Allocation team will allocate
among multiple and non-traditional strategies including long/
short equity, opportunistic credit and global macro.
CHANGE IN ASSETS UNDER MANAGEMENT –
Q1 2018 VS. Q1 2017
Mackenzie’s total assets under management at March 31,
2018 were $65.2 billion, an increase of 9.2% from $59.7 billion
at March 31, 2017. Mackenzie’s sub-advisory, institutional and
other accounts at March 31, 2018 were $8.2 billion, an increase
of 24.6% from $6.6 billion last year.
Mackenzie’s investment fund assets under management
were $57.0 billion at March 31, 2018, an increase of 7.3%
from March 31, 2017. Mackenzie’s mutual fund assets under
management were $55.6 billion at March 31, 2018, an increase
of 5.0% from $52.9 billion at March 31, 2017. Mackenzie’s
ETF assets were $2.0 billion at March 31, 2018, inclusive of
$596 million in investments from Mackenzie mutual funds,
compared to $234 million at March 31, 2017, inclusive of
$69 million in investments from Mackenzie mutual funds.

During the three months ended March 31, 2017, certain
third party programs, which include Mackenzie mutual funds,
made fund allocation changes resulting in gross sales of
$313 million, redemptions of $618 million and net redemptions
of $305 million. Excluding these transactions, mutual fund gross
sales increased 3.2% and mutual fund redemptions increased
8.2% in the three months ended March 31, 2018 compared to
last year and mutual fund net sales were $286 million compared
to mutual fund net sales of $381 million last year.
Total net sales for the three months ended March 31, 2018
were $997 million, compared to net sales of $256 million last

24

twelve-month trailing redemption rate for long-term mutual
funds for all other members of IFIC was approximately 15.8% at
March 31, 2018. Mackenzie’s twelve-month trailing redemption
rate is comprised of the weighted average redemption rate for
front-end load assets, deferred sales charge and low load assets
with redemption fees, and deferred sales charge assets without
redemption fees (matured assets). Generally, redemption rates
for front-end load assets and matured assets are higher than
the redemption rates for deferred sales charge and low load
assets with redemption fees.
CHANGE IN ASSETS UNDER MANAGEMENT –
Q1 2018 VS. Q4 2017
Mackenzie’s total assets under management at March 31, 2018,
were $65.2 billion, an increase of 1.0% from $64.5 billion at
December 31, 2017. Mackenzie’s sub-advisory, institutional and
other accounts at March 31, 2018 were $8.2 billion, an increase
of 2.5% from $8.0 billion at December 31, 2017.
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to an increase of $1.5 billion last year.

Redemptions of long-term mutual funds in the three months
ended March 31, 2018, were $2.2 billion compared to
$2.7 billion last year. Redemptions of long-term mutual funds
in the three months ended March 31, 2017 excluding the
mutual fund allocation changes made by third party programs
were $2.1 billion. Mackenzie’s annualized quarterly redemption
rate for long-term mutual funds was 16.5% in the first quarter
of 2018, compared to 21.3% in the first quarter of 2017.
Mackenzie’s annualized quarterly redemption rate for long-term
mutual funds excluding rebalance transactions was 16.4% in
the first quarter of 2017. Mackenzie’s twelve-month trailing
redemption rate for long-term mutual funds was 13.7% at
March 31, 2018, as compared to 16.2% last year. Mackenzie’s
twelve month trailing redemption rate for long-term funds,
excluding rebalance transactions, was 13.7% at March 31, 2018
and 14.8% at March 31, 2017. The corresponding average

IGM FINANCIAL INC.

In the three months ended March 31, 2018, Mackenzie’s mutual
fund gross sales were $2.6 billion, a decrease of 8.1% from
$2.9 billion in the comparative period last year. Mutual fund
redemptions in the current quarter were $2.3 billion, a decrease
of 15.8% from last year. Mutual fund net sales for the three
months ended March 31, 2018 were $286 million, as compared
to net sales of $76 million last year. In the three months ended
March 31, 2018, ETF net creations were $715 million, inclusive
of $233 million in investments from Mackenzie mutual funds
compared to ETF net creations of $114 million last year,
inclusive of $51 million in investments from Mackenzie mutual
funds. Investment fund net sales in the current quarter were
$768 million compared to net sales of $139 million last year.
During the current quarter, investment returns resulted in
investment fund assets decreasing by $317 million as compared

year. During the current quarter, investment returns resulted
in assets decreasing by $345 million compared to an increase
of $1.7 billion last year. Excluding the mutual fund allocation
changes made by third party programs during the first quarter
of 2017 discussed previously, total net sales were $997 million
in the current quarter compared to net sales of $561 million
last year.

Mackenzie’s investment fund assets under management were
$57.0 billion at March 31, 2018, an increase of 0.8% from
$56.5 billion at December 31, 2017. Mackenzie’s mutual fund
assets under management were $55.6 billion at March 31,
2018, a decrease of 0.1% from $55.6 billion at December 31,
2017. Mackenzie’s ETF assets were $2.0 billion at March 31,
2018, an increase of 54.6% from $1.3 billion at December 31,
2017. ETF assets include investments from Mackenzie mutual
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funds of $596 million at March 31, 2018 and $368 million at
December 31, 2017.
For the quarter ended March 31, 2018, Mackenzie mutual fund
gross sales were $2.6 billion, an increase of 17.7% from the
fourth quarter of 2017. Mutual fund redemptions, which totalled
$2.3 billion for the first quarter, increased by 11.8% from the
previous quarter. Net sales of Mackenzie mutual funds for the
current quarter were $286 million compared with net sales of
$137 million in the previous quarter.
Redemptions of long-term mutual fund assets in the current
quarter were $2.2 billion, compared to $2.0 billion in the fourth
quarter of 2017. Mackenzie’s annualized quarterly redemption
rate for long-term mutual funds for the current quarter was

16.5% compared to 14.7% for the fourth quarter of 2017.
Net sales of long-term funds for the current quarter were
$264 million compared to net sales of $111 million in the
previous quarter.
For the quarter ended March 31, 2018, Mackenzie ETF net
creations were $715 million, an increase of $348 million from
the fourth quarter of 2017. In the current quarter, ETF net
creations were inclusive of $233 million in investments from
Mackenzie mutual funds compared to $27 million in the
fourth quarter.
Investment fund net sales in the current quarter were
$768 million compared to net sales of $477 million in the
fourth quarter.

REVIEW OF SEGMENT OPERATING RESULTS

In October 2017, the investment management functions of
Investors Group and Mackenzie consolidated to form a single
global investment management organization under Mackenzie
to support both companies. As previously discussed, effective
October 1, 2017, Mackenzie’s segment excludes investment
advisory mandates to Investors Group funds and investments
into Mackenzie mutual funds by Investors Group mutual funds.
Revenue earned on these mandates are no longer reflected

within Mackenzie’s segment revenues. With these changes,
Mackenzie’s segment will reflect its proportionate share of the
expenses of the investment management function which better
aligns with internal management reporting. The impact of these
changes in segment earnings is not significant. Prior period
earnings have not been restated.
Mackenzie’s earnings before interest and taxes are presented in
Table 12.

TABLE 12: OPERATING RESULTS – MACKENZIE
% CHANGE
2018
MAR. 31
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THREE MONTHS ENDED

($ millions)

Revenues
Management fees
Administration fees
Distribution fees

$ 175.9
24.9
2.1

Net investment income and other

Expenses
Commission
Trailing commission
Non-commission

Earnings before interest and taxes

$

2017
DEC. 31

$

177.4
25.3
1.8

2017
MAR. 31

$

2017
DEC. 31

171.8
24.4
2.3

(0.8) %
(1.6)
16.7

2017
MAR. 31

2.4 %
2.0
(8.7)

202.9
(0.2)

204.5
3.3

198.5
0.1

(0.8)

2.2

N/M

N/M

202.7

207.8

198.6

(2.5)

2.1

9.9
65.4
85.8

11.1
64.6
82.0

12.6
62.0
82.5

(10.8)
1.2
4.6

161.1

157.7

157.1

2.2

41.5

(17.0) %

41.6

$

50.1

$

(21.4)
5.5
4.0
2.5
0.2 %
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Q1 2018 VS. Q1 2017
REVENUES
The largest component of Mackenzie’s revenues is management
fees. The amount of management fees depends on the level
and composition of assets under management. Management
fee rates vary depending on the investment objective and the
account type of the underlying assets under management. For
example, equity-based mandates have higher management
fee rates than fixed income mandates and retail mutual fund
accounts have higher management fee rates than sub-advised
and institutional accounts. The majority of Mackenzie’s mutual
fund assets are purchased on a retail basis.
Within Mackenzie’s retail mutual fund offering, certain series are
offered for fee-based programs of participating dealers whereby
dealer compensation on such series is charged directly by the
dealer to a client (primarily Series F and PWF). As Mackenzie
does not pay the dealer compensation, these series have
lower management fees. At March 31, 2018, these series had
$7.4 billion in assets, an increase of 34.3% from the prior year.

EXPENSES
Mackenzie’s expenses were $161.1 million for the three months
ended March 31, 2018, an increase of $4.0 million or 2.5% from
$157.1 million in 2017.
Mackenzie pays selling commissions to the dealers that sell its
mutual funds on a deferred sales charge and low load purchase
option. Prior to January 1, 2018, commissions paid on the sale of
mutual funds were capitalized and amortized over a maximum
period of seven years. As of January 1, 2018, as a result of the
adoption of IFRS 15, commissions paid are expensed as incurred.
Commission expense was $9.9 million in the three months ended
March 31, 2018, as compared to $12.6 million last year. The
decrease related to less cash commissions paid being expensed
in the current quarter as compared to the amortization of
commissions in 2017 that had previously been capitalized and
amortized, prior to the implementation of IFRS 15.
Trailing commissions paid to dealers are paid on certain classes
of retail mutual funds and are calculated as a percentage
of mutual fund assets under management. These fees vary
depending on the fund type and the purchase option upon

months ended March 31, 2018, an increase of $3.4 million
or 5.5% from $62.0 million last year. The increase in trailing

advisory, institutional and other accounts.

commissions in the three months ended March 31, 2018
resulted from the period over period increase in average mutual

Mackenzie earns distribution fee income on redemptions of
mutual fund assets sold on a deferred sales charge purchase
option and on a low load purchase option. Redemption fees
charged for deferred sales charge assets range from 5.5% in the
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which the fund was sold: front-end, deferred sales charge or
low load. Trailing commissions were $65.4 million in the three

impact of automatic switching of qualified investors into its
Private Wealth Series and a 24.6% increase in lower margin sub-

Mackenzie earns administration fees primarily from providing
services to its investment funds. Administration fees were
$24.9 million for the three months ended March 31, 2018, an
increase of $0.5 million or 2.0% from $24.4 million last year.
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Net investment income and other includes investment returns
related to Mackenzie’s investments in proprietary funds. These
investments are generally made in the process of launching
a fund and are sold as third party investors subscribe. Net
investment income and other was ($0.2) million for the three
months ended March 31, 2018 compared to $0.1 million
last year.
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Management fees were $175.9 million for the three months
ended March 31, 2018, an increase of $4.1 million or 2.4% from
$171.8 million last year. As discussed earlier, advisory mandates
to Investors Group funds and investments into Mackenzie
mutual funds by Investors Group mutual funds were excluded
from the Mackenzie segment effective October 1, 2017. When
adjusted to remove these fees from Investors Group, prior period
management fees were $167.2 million. Average assets under
management were $65.2 billion during the current quarter
compared to $58.7 billion last year, an increase of 11.1%.
Mackenzie’s average management fee rate was 109.4 basis
points during the current quarter compared to 115.5 basis points
in 2017 when adjusted to exclude these fees from Investors
Group funds. The decrease in the average management fee rate
in the current quarter was due to a change in the composition
of assets under management, including the impact of having
a greater share in non-retail priced products and Series F, the

first year and decrease to zero after seven years. Redemption
fees for low load assets range from 2.0% to 3.0% in the first
year and decrease to zero after two or three years, depending
on the purchase option. Distribution fee income in the three
months ended March 31, 2018 was $2.1 million, compared to
$2.3 million last year.

fund assets offset, in part, by a decline in the effective trailing
commission rate. Trailing commissions as a percentage of
average mutual fund assets under management was 46.8 basis
points in the three months ended March 31, 2018 compared to
47.5 basis points in the three months ended March 31, 2017.
The decline was due to a change in composition of mutual
fund assets towards series of mutual funds that do not pay
trail commissions.
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Non-commission expenses are incurred by Mackenzie in the
administration, marketing and management of its assets under
management. Non-commission expenses were $85.8 million
in the three months ended March 31, 2018, an increase of
$3.3 million or 4.0% from $82.5 million in 2017.

Net investment income and other includes investment returns
related to Mackenzie’s investments in proprietary funds. Net
investment income and other was ($0.2) million for the current
quarter compared to $3.3 million in the fourth quarter.
EXPENSES
Mackenzie’s expenses were $161.1 million for the current
quarter, an increase of $3.4 million or 2.2% from $157.7 million
in the fourth quarter.

Q1 2018 VS. Q4 2017
REVENUES
Mackenzie’s revenues were $202.7 million for the current quarter,
a decrease of $5.1 million or 2.5% from $207.8 million in the
fourth quarter.
Management fees were $175.9 million for the current quarter,
a decrease of $1.5 million or 0.8% from $177.4 million in the
fourth quarter. Factors contributing to the net decrease in
management fees are as follows:
• Average assets under management were $65.2 billion in the
current quarter, a 3.5% increase from $63.0 billion in the
prior quarter.
• Mackenzie’s average management fee rate was 109.4 basis
points in the current quarter compared to 111.6 basis points
in the fourth quarter.
• There were two fewer calendar days in the first quarter of
2018 compared to the fourth quarter of 2017, which resulted
in a decrease of $3.9 million.

PART D

Trailing commissions were $65.4 million in the current quarter,
an increase of $0.8 million or 1.2% from $64.6 million in the
fourth quarter. The change in trailing commissions reflects the
1.8% period over period increase in average mutual fund assets
under management, offset, in part, by a decline in the effective
trailing commission rate. The effective trailing commission rate
was 46.8 basis points in the current quarter compared to 47.0
basis points in the fourth quarter.
Non-commission expenses were $85.8 million in the current
quarter, compared to $82.0 million in the fourth quarter. The
increase was partially due to the seasonal nature of certain
expenses normally incurred in the first quarter.

IGM FINANCIAL INC.

Administration fees were $24.9 million in the current quarter,
a decrease of $0.4 million or 1.6% from $25.3 million in the
prior quarter.

Commission expense related to the amortization of selling
commissions was $9.9 million in the quarter ended March 31,
2018, a decrease of 10.8% from the fourth quarter. The decrease
primarily related to less cash commissions paid being expensed
in the current quarter as compared to the amortization of
commissions in the prior quarter that had previously been
capitalized and amortized, prior to the implementation of
IFRS 15.
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CORPORATE AND OTHER
REVIEW OF SEGMENT OPERATING RESULTS

The Corporate and Other segment includes net investment
income not allocated to the Investors Group or Mackenzie
segments, the Company’s proportionate share of earnings
of its associates, Great-West Lifeco Inc. (Lifeco) and China
Asset Management Co., Ltd. (China AMC), operating results
for Investment Planning Counsel Inc., other income, as well as
consolidation elimination entries.

These earnings reflect equity earnings from Lifeco for both
periods under review and from China AMC in 2018, as discussed
in the Consolidated Financial Position section of this MD&A. Net
investment income and other increased to $4.0 million in the
first quarter of 2018 compared to $1.7 million in 2017.
Earnings before interest and taxes related to Investment
Planning Counsel were $1.3 million higher in the first quarter
of 2018 compared to the same period in 2017.

The Company’s investment in China AMC closed on
August 31, 2017.

Q1 2018 VS. Q4 2017

The Company also has investments in Personal Capital
Corporation, Wealthsimple Financial Corporation and Portag3

The proportionate share of associates’ earnings were $38.0 million
in the first quarter of 2018, an increase of $1.1 million from
the fourth quarter of 2017. Net investment income and other
increased to $4.0 million in the first quarter of 2018 compared to
$0.2 million in the fourth quarter.

Ventures LP.
Corporate and other earnings before interest and taxes are
presented in Table 13.

Earnings before interest and taxes related to Investment
Planning Counsel were $2.1 million lower in the first quarter of
2018 compared to the prior quarter.

Q1 2018 VS. Q1 2017
The proportionate share of associates’ earnings increased by
$10.0 million in the first quarter of 2018 compared to 2017.

TABLE 13: OPERATING RESULTS – CORPORATE AND OTHER
% CHANGE
THREE MONTHS ENDED

($ millions)

Revenues
Fee income
Net investment income and other
Proportionate share of associates’ earnings

$

Expenses
Commission
Non-commission

2018

2017

2017

2017

2017

MAR. 31

DEC. 31

MAR. 31

DEC. 31

MAR. 31

65.3
1.7
28.0

N/M

72.4
4.0
38.0

$

– %

10.9 %
135.3
35.7

3.0

109.5

95.0

4.5

20.4

46.0
22.6

46.7
19.5

45.1
16.7

(1.5)
15.9

2.0
35.3

45.8

66.2
$

43.3

$

61.8

3.6

11.0

33.2

5.8 %

38.0 %
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$

$

114.4

68.6
Earnings before interest and taxes

72.4
0.2
36.9
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IGM FINANCIAL INC.
CONSOLIDATED FINANCIAL POSITION

IGM Financial’s total assets were $15.7 billion at March 31, 2018,
compared to $16.5 billion at December 31, 2017.

SECURITIES
The composition of the Company’s securities holdings is detailed
in Table 14.
As a result of the adoption of IFRS 9 (Note 2 to the Interim
Financial Statements), securities of $19.9 million were reclassified
from available for sale to fair value through profit or loss (FVTPL)
and the Company elected to classify securities of $262.8 million
at fair value through other comprehensive income (FVTOCI).
FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
Gains and losses on FVTOCI securities are recorded in Other
comprehensive income.

Corporate Investments
Corporate investments is primarily comprised of the Company’s
investments in Personal Capital Corporation (Personal Capital),
Wealthsimple Financial Corporation (Wealthsimple) and Portag3
Ventures LP (Portag3).
In the first quarter of 2018, the Company increased its investment
in Wealthsimple by a total of $45.0 million including the
conversion of a $15.0 million loan to equity.
FAIR VALUE THROUGH PROFIT OR LOSS
Securities classified as FVTPL include equity securities and
proprietary investment funds. Gains and losses are recorded
in Net investment income and other in the Consolidated
Statements of Earnings.

Certain proprietary investment funds are consolidated where
the Company has made the assessment that it controls the
investment fund. The underlying securities of these funds are
classified as FVTPL.

LOANS
The composition of the Company’s loans is detailed in Table 15.
Loans consisted of residential mortgages and represented
50.2% of total assets at March 31, 2018, compared to 47.6% at
December 31, 2017.
Loans measured at amortized cost are primarily comprised of
residential mortgages sold to securitization programs sponsored
by third parties that in turn issue securities to investors. An
offsetting liability, Obligations to securitization entities, has been
recorded and totalled $7.6 billion at March 31, 2018, unchanged
from December 31, 2017.
Loans measured at fair value through profit or loss are residential
mortgages held temporarily by the Company pending sale. Upon
adoption of IFRS 9, $282.6 million of the $286.7 million loans
classified as held for trading at fair value through profit or loss
were reclassified to loans measured at amortized cost.
Residential mortgages originated by Investors Group are funded
primarily through sales to third parties on a fully serviced basis,
including Canada Mortgage and Housing Corporation (CMHC)
or Canadian bank sponsored securitization programs. Investors
Group services $13.2 billion of residential mortgages, including
$2.5 billion originated by subsidiaries of Lifeco.
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TABLE 14: SECURITIES
MARCH 31, 2018
($ millions)

COST

Available for sale
Corporate investments
Proprietary investment funds

$

Fair value through other comprehensive income
Corporate investments
Fair value through profit or loss
Equity securities
Proprietary investment funds

DECEMBER 31, 2017

FAIR VALUE

$

COST

N/A

N/A

215.0
19.6

N/A

N/A

234.6

282.7

262.2

306.8

N/A

N/A

18.4
97.8

17.3
97.8

17.1
79.6

17.1
79.9

116.2

115.1

96.7

97.0

$ 378.4

$ 421.9

N/A

N/A

$

FAIR VALUE

$

331.3

$

$

262.8
19.9

379.7
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TABLE 15: LOANS

($ millions)

Amortized cost
Less: Allowance for expected credit losses

2018
MARCH 31

2017
DECEMBER 31

$ 7,869.3
0.8

$ 7,564.0
0.8

7,868.5
14.8

7,563.2
286.7

$ 7,883.3

$ 7,849.9

Fair value through profit or loss

SECURITIZATION ARRANGEMENTS
Through the Company’s mortgage banking operations,
residential mortgages originated by Investors Group mortgage
planning specialists are sold to securitization trusts sponsored
by third parties that in turn issue securities to investors. The
Company securitizes residential mortgages through the CMHC
sponsored National Housing Act Mortgage-Backed Securities
(NHA MBS) and the Canada Mortgage Bond Program (CMB
Program) and through Canadian bank-sponsored asset-backed
commercial paper (ABCP) programs. The Company retains
servicing responsibilities and certain elements of credit risk and
prepayment risk associated with the transferred assets. The
Company’s credit risk on its securitized mortgages is mitigated
through the use of insurance. Derecognition of financial assets
in accordance with IFRS is based on the transfer of risks and
rewards of ownership. As the Company has retained prepayment
risk and certain elements of credit risk associated with the

$369.4 million compared to $323.2 million in 2017. Additional
information related to the Company’s securitization activities,
including the Company’s hedges of related reinvestment and

30

GREAT-WEST LIFECO INC. (LIFECO)
At March 31, 2018 the Company held a 4% equity interest
in Lifeco. IGM Financial and Lifeco are controlled by Power
Financial Corporation.
The equity method is used to account for IGM Financial’s
investment in Lifeco, as it exercises significant influence. The
Company’s proportionate share of Lifeco’s earnings is recorded
in Net investment income and other in the Corporate and other
reportable segment (Tables 2-3). Changes in the carrying value
for the three months ended March 31, 2018 compared with
2017 are shown in Table 16.
CHINA ASSET MANAGEMENT CO., LTD. (CHINA AMC)
Founded in 1998 as one of the first fund management
companies in China, China AMC has developed and maintained
a position among the market leaders in China’s asset
management industry.
China AMC’s total assets under management, excluding
subsidiary assets under management, were RMB¥ 869.6 billion
($167.9 billion) at December 31, 2017, representing an increase
of 4.0% (CAD$ increase of 5.0%) from RMB¥ 836.4 billion
($159.9 billion) at June 30, 2017.
The equity method is used to account for the Company’s 13.9%
equity interest in China AMC, as it exercises significant influence.
The Company’s proportionate share of China AMC’s earnings is

PART D

In the first quarter of 2018, the Company securitized loans
through its mortgage banking operations with cash proceeds of

INVESTMENT IN ASSOCIATES

IGM FINANCIAL INC.

Company’s securitization transactions through the CMB and
ABCP programs, they are accounted for as secured borrowings.
The Company records the transactions under these programs
as follows: (i) the mortgages and related obligations are carried
at amortized cost, with interest income and interest expense,
utilizing the effective interest rate method, recorded over the
term of the mortgages, (ii) the component of swaps entered into
under the CMB Program whereby the Company pays coupons
on Canada Mortgage Bonds and receives investment returns on
the reinvestment of repaid mortgage principal, are recorded at
fair value, and (iii) cash reserves held under the ABCP program
are carried at amortized cost.

interest rate risk, can be found in the Financial Risk section of
this MD&A and in Note 5 of the Interim Financial Statements.

recorded in Net investment income and other in the Corporate
and other reportable segment (Tables 2-3). Changes in the
carrying value for the quarter ended March 31, 2018 are shown
in Table 16.
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TABLE 16: INVESTMENT IN ASSOCIATES
THREE MONTHS ENDED

($ millions)
LIFECO

Carrying value, beginning of period
As previously reported
Change in accounting policy (IFRS 15)

$

903.1
(1.7)

CHINA AMC

$

901.4
30.3
(15.5)

Proportionate share of earnings
Dividends received
Proportionate share of other comprehensive income (loss)
and other adjustments

5.8

Carrying value, end of period

$

922.0

$

2018
MAR. 31

2017
MAR. 31

TOTAL

TOTAL

647.9
–

$ 1,551.0
(1.7)

647.9
7.8
–

1,549.3
38.1
(15.5)

38.8

44.6

694.5

$ 1,616.5

$

888.9
–
888.9
28.0
(14.6)
9.0

$

911.3

CONSOLIDATED LIQUIDITY AND CAPITAL RESOURCES
LIQUIDITY
Cash and cash equivalents totalled $778.2 million at March 31,
2018 compared with $966.8 million at December 31, 2017.
Cash and cash equivalents related to the Company’s deposit
operations were $2.4 million at March 31, 2018, compared to
$3.3 million at December 31, 2017, as shown in Table 17.
Working capital totalled $560.0 million at March 31, 2018
compared with $786.1 million at December 31, 2017 and
$1,021.8 million at March 31, 2017. Working capital excludes
the Company’s deposit operations. The decrease in the first

quarter resulted primarily from the adoption of IFRS 9 which
included the reclassification of certain loans from current assets
to long-term assets.
Working capital is utilized to:
• Finance ongoing operations, including the funding of
sales commissions.
• Temporarily finance mortgages in its mortgage banking
operations.
• Pay interest and dividends related to long-term debt and
preferred shares.
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TABLE 17: DEPOSIT OPERATIONS – FINANCIAL POSITION
2018
MAR. 31

($ millions)

Assets
Cash and cash equivalents
Client funds on deposit
Accounts and other receivables
Loans

$

2017
DEC. 31

2017
MAR. 31

2.4
454.8
4.2
22.5

$

3.3
489.6
0.8
21.7

$

2.3
431.5
1.6
26.7

Total assets

$ 483.9

$

515.4

$

462.1

Liabilities and shareholders’ equity
Deposit liabilities
Other liabilities
Shareholders’ equity

$ 473.1
0.5
10.3

$

505.0
0.5
9.9

$

451.3
0.5
10.3

Total liabilities and shareholders’ equity

$ 483.9

$

515.4

$

462.1
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• Maintain liquidity requirements for regulated entities.
• Pay quarterly dividends on its outstanding common shares.
• Finance common share repurchases related to the Company’s
normal course issuer bid.
IGM Financial continues to generate significant cash flows from
its operations. Earnings before interest, taxes, depreciation and
amortization before sales commissions (EBITDA before sales
commissions) totalled $333.2 million in the first quarter of 2018
compared to $324.6 million in the first quarter of 2017 and
$353.8 million in the fourth quarter of 2017. EBITDA before
sales commissions excludes the impact of both commissions
paid and commission amortization (refer to Table 1).
Earnings before interest, taxes, depreciation and amortization
after sales commissions (EBITDA after sales commissions)
totalled $270.9 million in the first quarter of 2018 compared to
$243.2 million in the first quarter of 2017 and $290.2 million in the
fourth quarter of 2017. EBITDA after sales commissions excludes
the impact of commission amortization (refer to Table 1).
Refer to the Financial Instruments Risk section of this MD&A
for information related to other sources of liquidity and to
the Company’s exposure to and management of liquidity and
funding risk.
CASH FLOWS
Table 18 – Cash Flows is a summary of the Consolidated
Statements of Cash Flows which forms part of the Interim
Financial Statements for the quarter ended March 31, 2018.
Cash and cash equivalents decreased by $188.6 million in the first
quarter of 2018 compared to an increase of $591.9 million in 2017.
Operating activities, before payment of commissions, generated
$146.0 million during the quarter ended March 31, 2018, as

compared to $198.1 million in 2017. Cash commissions paid were
$16.3 million in 2018 compared to $81.4 million in 2017. Cash
flows from operating activities, net of commissions paid, were
$129.7 million in 2018 as compared to $116.7 million in 2017.
Financing activities during the three months ended March 31,
2018 compared to 2017 related to:
• A net increase of $2.3 million in 2018 arising from obligations
to securitization entities compared to a net decrease of
$74.0 million in 2017.
• Payment of debentures of $150.0 million in the first quarter
of 2018.
• Issuance of debentures of $600.0 million in the first quarter
of 2017.
• The payment of perpetual preferred share dividends which
totalled $2.2 million in 2018, unchanged from 2017.
• The payment of regular common share dividends which totalled
$135.4 million in 2018 compared to $135.3 million in 2017.
Investing activities during the three months ended March 31,
2018 compared to 2017 primarily related to:
• The purchases of securities totalling $50.2 million and sales of
securities with proceeds of $25.8 million in 2018 compared to
$27.0 million and $25.5 million, respectively, in 2017. Included
in purchases of securities was an additional investment of
$30.0 million in Wealthsimple in the first quarter of 2018.
• A net decrease in loans of $13.9 million in 2018 compared
to a net decrease of $99.6 million in 2017 primarily related
to residential mortgages in the Company’s mortgage
banking operations.
• Net cash used in additions to intangible assets and acquisitions
was $23.1 million in 2018 compared to $7.9 million in 2017.

Operating activities
Before payment of capitalized sales commissions
Capitalized sales commissions paid

146.0
(16.3)

$

129.7
(280.2)
(38.1)

116.7
391.1
84.1

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

(188.6)
966.8

591.9
611.0

$

778.2

$

% CHANGE

198.1
(81.4)

Net of commissions paid
Financing activities
Investing activities

Cash and cash equivalents, end of period

32

$

2017
MAR. 31

(26.3) %
80.0
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2018
MAR. 31

THREE MONTHS ENDED

($ millions)

IGM FINANCIAL INC.

TABLE 18: CASH FLOWS

11.1
N/M
N/M
N/M

58.2

1,202.9

(35.3) %
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CAPITAL RESOURCES
The Company’s capital management objective is to maximize
shareholder returns while ensuring that the Company is
capitalized in a manner which appropriately supports regulatory
requirements, working capital needs and business expansion.
The Company’s capital management practices are focused on
preserving the quality of its financial position by maintaining
a solid capital base and a strong balance sheet. Capital of the
Company consists of long-term debt, perpetual preferred shares
and common shareholders’ equity which totalled $6.5 billion
at March 31, 2018, compared to $7.0 billion at December 31,
2017. The reduction in Shareholders’ equity in the quarter was
largely due to the adoption of IFRS 15 which resulted in an
adjustment to opening retained earnings of $514.6 million in the
quarter. The Company regularly assesses its capital management
practices in response to changing economic conditions.
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The Company’s capital is primarily utilized in its ongoing
business operations to support working capital requirements,
long-term investments made by the Company, business
expansion and other strategic objectives. Subsidiaries subject
to regulatory capital requirements include investment dealers,
mutual fund dealers, exempt market dealers, portfolio managers,
investment fund managers and a trust company. These

share. Changes in common share capital are reflected in the
Consolidated Statements of Changes in Shareholders’ Equity.
Standard & Poor’s (S&P) current rating on the Company’s senior
unsecured debentures is “A” with a stable outlook. Dominion
Bond Rating Service’s (DBRS) current rating on the Company’s
senior unsecured debentures is “A (High)” with a stable
rating trend.
Credit ratings are intended to provide investors with an
independent measure of the credit quality of the securities of
a company and are indicators of the likelihood of payment and
the capacity of a company to meet its obligations in accordance
with the terms of each obligation. Descriptions of the rating
categories for each of the agencies set forth below have been
obtained from the respective rating agencies’ websites.
These ratings are not a recommendation to buy, sell or hold
the securities of the Company and do not address market price
or other factors that might determine suitability of a specific
security for a particular investor. The ratings also may not
reflect the potential impact of all risks on the value of securities
and are subject to revision or withdrawal at any time by the
rating organization.
The A rating assigned to IGM Financial’s senior unsecured

subsidiaries are required to maintain minimum levels of capital
based on either working capital, liquidity or shareholders’ equity.

debentures by S&P is the sixth highest of the 22 ratings used
for long-term debt. This rating indicates S&P’s view that the

The Company’s subsidiaries have complied with all regulatory
capital requirements.

Company’s capacity to meet its financial commitment on the
obligation is strong, but the obligation is somewhat more

The total outstanding long-term debt was $2,025.0 million at
March 31, 2018, compared to $2,175.0 million at December 31,
2017. The decrease of $150.0 million is related to the maturity of
the Company’s 6.58% debentures which were due and repaid on
March 7, 2018. Long-term debt is comprised of debentures which
are senior unsecured debt obligations of the Company subject to
standard covenants, including negative pledges, but which do not
include any specified financial or operational covenants.

susceptible to the adverse effects of changes in circumstances
and economic conditions than obligations in higher

Perpetual preferred shares of $150 million at March 31, 2018
remain unchanged from December 31, 2017.

While this is a favourable rating, entities in the A (High) category
may be vulnerable to future events, but qualifying negative

rated categories.
The A (High) rating assigned to IGM Financial’s senior unsecured
debentures by DBRS is the fifth highest of the 26 ratings used
for long-term debt. Under the DBRS long-term rating scale,
debt securities rated A (High) are of good credit quality and the
capacity for the payment of financial obligations is substantial.

factors are considered manageable.
The Company commenced a normal course issuer bid on
March 20, 2017, which was effective until March 19, 2018, to
purchase up to 5% of its common shares in order to mitigate the
dilutive effect of stock options issued under the Company’s stock
option plan and for other capital management purposes. There
were no common shares purchased by the Company during 2017
and 2018 (refer to Note 9 to the Interim Financial Statements).
Other activities in 2018 included the declaration of perpetual
preferred share dividends of $2.2 million or $0.36875 per share
and common share dividends of $135.5 million or $0.5625 per

FINANCIAL INSTRUMENTS
Table 19 presents the carrying amounts and fair values of
financial assets and financial liabilities. The table excludes fair
value information for financial assets and financial liabilities not
measured at fair value if the carrying amount is a reasonable
approximation of fair value. These items include cash and
cash equivalents, accounts and other receivables, certain other
financial assets, accounts payable and accrued liabilities, and
certain other financial liabilities.
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TABLE 19: FINANCIAL INSTRUMENTS
MARCH 31, 2018

($ millions)

CARRYING VALUE

Financial assets recorded at fair value
Securities
– Fair value through other comprehensive income
– Available for sale
– Fair value through profit or loss
Loans
– Fair value through profit or loss
Derivative financial instruments
Financial assets recorded at amortized cost
Loans
– Loans and receivables
Financial liabilities recorded at fair value
Derivative financial instruments
Other financial liabilities
Financial liabilities recorded at amortized cost
Deposits and certificates
Obligations to securitization entities
Long-term debt

Fair value is determined using the following methods and
assumptions:
• Securities and other financial assets and liabilities are valued
using quoted prices from active markets, when available.
When a quoted market price is not readily available, valuation
techniques are used that require assumptions related to
discount rates and the timing and amount of future cash
flows. Wherever possible, observable market inputs are used
in the valuation techniques.

• Obligations to securitization entities are valued by discounting
the expected future cash flows at prevailing market yields for
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$

306.8

$

N/A

FAIR VALUE

$

N/A

115.1

282.7
97.0

282.7
97.0

14.8
28.4

14.8
28.4

286.7
35.7

286.7
35.7

7,868.5

7,879.9

7,563.2

7,675.5

34.0
9.9

34.0
9.9

28.4
9.3

28.4
9.3

473.1
7,604.2
2,025.0

473.5
7,651.0
2,315.2

505.0
7,596.0
2,175.0

505.5
7,657.8
2,470.2

N/A

N/A

115.1

securities issued by these securitization entities having similar
terms and characteristics.
• Deposits and certificates are valued by discounting the
contractual cash flows using market interest rates currently
offered for deposits with similar terms and credit risks.
• Long-term debt is valued using quoted prices for each
debenture available in the market.
• Derivative financial instruments are valued based on quoted
market prices, where available, prevailing market rates for
instruments with similar characteristics and maturities, or
discounted cash flow analysis.
See Note 14 of the Interim Financial Statements which provides
additional discussion on the determination of fair value of
financial instruments.
Although there were changes to both the carrying values and
fair values of financial instruments, these changes did not have
a material impact on the financial condition of the Company for
the three months ended March 31, 2018.

PART D

• Loans classified as loans and receivables are valued by
discounting the expected future cash flows at prevailing
market yields.

306.8

DECEMBER 31, 2017
CARRYING VALUE

IGM FINANCIAL INC.

• Loans classified as fair value through profit or loss are valued
using market interest rates for loans with similar credit
risk and maturity, specifically lending rates offered to retail
borrowers by financial institutions.

$

FAIR VALUE
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RISK MANAGEMENT

The Company is exposed to a variety of risks that are inherent
in its business activities. Its ability to manage these risks is key
to its ongoing success. The Company emphasizes a strong risk
management culture and the implementation of an effective
risk management approach. The risk management approach
coordinates risk management across the organization and its
business units and seeks to ensure prudent and measured risktaking in order to achieve an appropriate balance between risk
and return. Fundamental to our enterprise risk management
program is protecting and enhancing our reputation.

RISK MANAGEMENT FRAMEWORK
The Company’s risk management approach is undertaken
through its Enterprise Risk Management (ERM) Framework
which includes five core elements: risk governance, risk appetite,
risk principles, a defined risk management process, and risk
management culture. The ERM Framework is established under
the Company’s ERM Policy, which is approved by the Risk
Management Committee.
RISK GOVERNANCE
The Company’s risk governance structure emphasizes a
comprehensive and consistent framework throughout the
Company and its subsidiaries, with identified ownership of
risk management in each business unit and oversight by
an executive Risk Management Committee accountable to
the Executive Committee of the Board. Additional oversight
is provided by the Enterprise Risk Management (ERM)
Department, corporate and distribution compliance groups,
and the Company’s Internal Audit Department.

PART D
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The Board of Directors provides oversight and carries
out its risk management mandate primarily through the
following committees:

• The Audit Committee has specific risk oversight
responsibilities in relation to financial disclosure, internal
controls and the control environment as well as the
Company’s compliance activities.
• Other committees having specific risk oversight responsibilities
include: i) the Compensation Committee which oversees
compensation policies and practices, ii) the Governance and
Nominating Committee which oversees corporate governance
practices, and iii) the Related Party and Conduct Review
Committee which oversees conflicts of interest as well as the
administration of the Code of Business Conduct and Ethics for
Directors, Officers and Employees (Code of Conduct).
Management oversight for risk management resides with the
executive Risk Management Committee which is comprised of
the President and Chief Executive Officer, IGM Financial and
Investors Group, the President and Chief Executive Officer,
Mackenzie Investments, the Chief Financial Officer, and the
General Counsel and Chief Compliance Officer. The committee
is responsible for providing oversight of the Company’s risk
management process by: i) establishing and maintaining the
risk framework and policy, ii) defining the Company’s risk
appetite, iii) ensuring the Company’s risk profile and processes
are aligned with corporate strategy and risk appetite, and iv)
establishing “tone at the top” and reinforcing a strong culture of
risk management.
The Chief Executive Officers of the operating companies have
overall responsibility for overseeing risk management of their
respective companies.
The Company has assigned responsibility for risk management
using the Three Lines of Defence model, with the First Line
reflecting the business units having primary responsibility for
risk management, supported by Second Line risk management
functions and a Third Line Internal Audit function providing
assurance and validation of the design and effectiveness of the
ERM Framework.

• The Executive Committee is responsible for the oversight of
enterprise risk management by: i) ensuring that appropriate
procedures are in place to identify and manage risks and
establish risk tolerances, ii) ensuring that appropriate policies,
procedures and controls are implemented to manage risks,
and iii) reviewing the risk management process on a regular
basis to ensure that it is functioning effectively.

First Line of Defence

• The Investment Committee oversees management of the
Company’s financial risks, being market risk, credit risk, and
liquidity and funding risk by: i) ensuring that appropriate
procedures are in place to identify and manage financial
risks in accordance with tolerances, ii) monitoring the
implementation and maintenance of appropriate policies,
procedures and controls to manage financial risks, and
iii) reviewing the financial risk management process on a
regular basis to ensure that it is functioning effectively.

include: i) establishing and maintaining procedures for the
identification, assessment, documentation and escalation
of risks, ii) implementing control activities to mitigate risks,
iii) identifying opportunities for risk reduction or transfer, and
iv) aligning business and operational strategies with the risk
culture and risk appetite of the organization as established by
the Risk Management Committee.

The leaders of the various business units and support functions
have primary ownership and accountability for the ongoing
risk management associated with their respective activities.
Responsibilities of business unit and support function leaders
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Second Line of Defence

• Appropriate identification and understanding of existing and

The Enterprise Risk Management (ERM) Department provides
oversight, analysis and reporting to the Risk Management
Committee on the level of risks relative to the established risk
appetite for all activities of the Company. Other responsibilities
include: i) developing and maintaining the enterprise risk
management program and framework, ii) managing the
enterprise risk management process, and iii) providing guidance
and training to business unit and support function leaders.
The Company has a number of committees of senior business
leaders which provide oversight of specific business risks,
including the Financial Risk Management and Operational Risk
Management committees. These committees perform critical
reviews of risk assessments, risk management practices and risk
response plans developed by business units and support functions.
Other oversight accountabilities reside with the Company’s
corporate and compliance groups which are responsible for
ensuring compliance with policies, laws and regulations.

Third Line of Defence
The Internal Audit Department is the third line of defence and
provides independent assurance to senior management and
the Board of Directors on the effectiveness of risk management
policies, processes and practices.
RISK APPETITE AND RISK PRINCIPLES
The Risk Management Committee establishes the Company’s
appetite for different types of risk through the Risk Appetite
Framework. Under the Risk Appetite Framework, one of four
appetite levels is established for each risk type and business
activity of the Company. These appetite levels range from
those where the Company has no appetite for risk and seeks
to minimize any losses, to those where the Company readily
accepts exposure while seeking to ensure that risks are well
understood and managed. These appetite levels guide our

Significant risks that may adversely affect the Company’s ability
to achieve its strategic and business objectives are identified
through the Company’s ongoing risk management process.
We use a consistent methodology across our organizations
and business units for identification and assessment of risks.
Risks are assessed by evaluating the impact and likelihood of
the potential risk event after consideration of controls and any
risk transfer activities. The results of these assessments are
considered relative to risk appetite and tolerances and may
result in action plans to adjust the risk profile.
Risk assessments are monitored and reviewed on an ongoing
basis by business units and by oversight areas including the
ERM Department. The ERM Department promotes and
coordinates communication and consultation to support
effective risk management and escalation. The ERM Department
regularly reports on the results of risk assessments and on the
assessment process to the Risk Management Committee and to
the Executive Committee of the Board.
RISK MANAGEMENT CULTURE
Risk management is intended to be everyone’s responsibility
within the organization. The ERM Department engages
all business units in workshops to foster awareness and
incorporation of our risk framework into our business activities.
We have an established business planning process which
reinforces our risk management culture. Our compensation
programs are typically objectives-based, and do not encourage
or reward excessive or inappropriate risk taking, and often are
aligned specifically with risk management objectives.
Our risk management program emphasizes integrity, ethical
practices, responsible management and measured risk-taking
with a long-term view. Our standards of integrity and ethics are
reflected within our Code of Conduct which applies to directors,
officers and employees.

A Risk Appetite Statement and Risk Principles provide further
guidance to business leaders and employees as they conduct risk
management activities. The Risk Appetite Statement’s emphasis
is to maintain the Company’s reputation and brand, ensure
financial flexibility, and focus on mitigating operational risk.

The Company identifies risks to which its businesses and

RISK MANAGEMENT PROCESS

operations could be exposed considering factors both internal
and external to the organization. These risks are broadly

The Company’s risk management process is designed to foster:

PART D

activities.

• Timely monitoring and escalation of risks based upon
changing circumstances.

IGM FINANCIAL INC.

business units as they engage in business activities, and inform
them in establishing policies, limits, controls and risk transfer

emerging risks and risk response.

KEY RISKS OF THE BUSINESS

grouped into six categories.

• Ongoing assessment of risks and tolerance in a changing
operating environment.
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1) FINANCIAL RISK
LIQUIDITY AND FUNDING RISK
Liquidity and funding risk is the risk of the inability to generate
or obtain sufficient cash in a timely and cost-effective manner
to meet contractual or anticipated commitments as they come
due or arise.
The Company’s liquidity management practices include:
• Maintaining liquid assets and lines of credit to satisfy near
term liquidity needs.
• Ensuring effective controls over liquidity management processes.
• Performing regular cash forecasts and stress testing.
• Regular assessment of capital market conditions and the
Company’s ability to access bank and capital market funding.
• Ongoing efforts to diversify and expand long-term mortgage
funding sources.

of mortgage insurance is dependent upon market conditions
and is subject to change.

• Continued to expand our funding channels by issuing NHA
MBS to multiple purchasers.

A key funding requirement for the Company is the funding of
commissions paid on the sale of mutual funds. Commissions
on the sale of mutual funds continue to be paid from operating
cash flows.
The Company also maintains sufficient liquidity to fund and
temporarily hold mortgages pending sale or securitization
to long-term funding sources and to manage any derivative
collateral requirements related to the mortgage banking
operation. Through its mortgage banking operations, residential
mortgages are sold to third parties including certain mutual
funds, institutional investors through private placements,

PART D

of the NHA MBS and CMB Program is that securitized loans be
insured by an insurer that is approved by CMHC. The availability

As part of ongoing liquidity management during 2018 and 2017,
the Company:

• Oversight of liquidity management by the Financial Risk
Management Committee, a committee of finance business
leaders, and by the Investment Committee of the Board
of Directors.

IGM FINANCIAL INC.

Canadian bank-sponsored securitization trusts, and by issuance
and sale of National Housing Act Mortgage-Backed Securities
(NHA MBS) securities including sales to Canada Housing Trust
under the CMB Program. The Company maintains committed
capacity within certain Canadian bank-sponsored securitization
trusts. Capacity for sales under the CMB Program consists of
participation in new CMB issues and reinvestment of principal
repayments held in the Principal Reinvestment Accounts. The
Company’s continued ability to fund residential mortgages
through Canadian bank-sponsored securitization trusts and
NHA MBS is dependent on securitization market conditions and
government regulations that are subject to change. A condition

• Continued to assess and identify additional funding sources
for the Company’s mortgage banking operations, including
the launch of a new residential mortgage product suite
through our partners at National Bank in the fourth quarter of
2017, which complements our current mortgage offerings.
• In January 2017, the Company issued $400 million of 10
year 3.44% debentures and $200 million of 30 year 4.56%
debentures. The net proceeds were used by IGM Financial
to finance a substantial portion of its acquisition of a 13.9%
equity interest in China AMC in 2017 and for general
corporate purposes.

TABLE 20: CONTRACTUAL OBLIGATIONS
AS AT MARCH 31, 2018

($ millions)

LESS THAN
1 YEAR

DEMAND

1-5
YEARS

AFTER
5 YEARS

TOTAL

Derivative financial instruments
Deposits and certificates
Obligations to securitization entities
Long-term debt
Operating leases(1)
Pension funding(2)

$

–
458.6
–
–
–
–

$

11.4
7.2
1,216.3
–
28.9
14.6

$

22.3
5.7
6,366.7
375.0
73.3
–

$

0.3
1.6
21.2
1,650.0
37.6
–

$

34.0
473.1
7,604.2
2,025.0
139.8
14.6

Total contractual obligations

$

458.6

$

1,278.4

$

6,843.0

$

1,710.7

$ 10,290.7

(1) Includes future minimum lease payments related to office space and equipment used in the normal course of business. Lease payments are charged to earnings in the period of use.
(2) The next required actuarial valuation will be completed based on a measurement date of December 31, 2017. Pension funding requirements beyond 2018 are subject to significant
variability and will be determined based on future actuarial valuations. Pension contribution decisions are subject to change, as contributions are affected by many factors including
market performance, regulatory requirements, changes in assumptions and management’s ability to change funding policy.
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• In December 2017, the Company issued $250 million of
30 year 4.115% debentures.

of liquidity and funding risk have not changed materially since
December 31, 2017.

• In March 2018, the Company repaid the $150.0 million
6.58% debentures.

CREDIT RISK

The Company’s contractual obligations are reflected in Table 20.
In addition to IGM Financial’s current balance of cash and
cash equivalents, liquidity is available through the Company’s
lines of credit. The Company’s lines of credit with various
Schedule I Canadian chartered banks totalled $825 million at
March 31, 2018, unchanged from December 31, 2017. The
lines of credit as at March 31, 2018 consisted of committed
lines of $650 million (December 31, 2017 – $650 million) and
uncommitted lines of $175 million (December 31, 2017 –
$175 million). The Company has accessed its uncommitted lines
of credit in the past; however, any advances made by a bank
under the uncommitted lines of credit are at the bank’s sole
discretion. As at March 31, 2018 and December 31, 2017, the
Company was not utilizing its committed lines of credit or its
uncommitted lines of credit.
The actuarial valuation for funding purposes related to the
Company’s registered defined benefit pension plan, based on
a measurement date of December 31, 2016, was completed
in September 2017. Based on the actuarial valuation, the
registered pension plan had a solvency deficit of $82.7 million
compared to $23.4 million in the previous actuarial valuation,
which was based on a measurement date of December 31,
2013. The increase in the solvency deficit resulted primarily
from lower interest rates, and is required to be funded over five
years. The Company has made contributions of $23.4 million
in 2018 (2017 – $3.1 million). The Company expects to make
further contributions of approximately $14.6 million in 2018.
Pension contribution decisions are subject to change, as
contributions are affected by many factors including market

The Company’s cash and cash equivalents, securities holdings,
mortgage portfolios, and derivatives are subject to credit risk.
The Company monitors its credit risk management practices on
an ongoing basis to evaluate their effectiveness.

Cash and Cash Equivalents
At March 31, 2018, cash and cash equivalents of $778.2 million
(December 31, 2017 – $966.8 million) consisted of cash
balances of $49.6 million (December 31, 2017 – $88.3 million)
on deposit with Canadian chartered banks and cash equivalents
of $728.6 million (December 31, 2017 – $878.5 million). Cash
equivalents are comprised of Government of Canada treasury
bills totalling $24.4 million (December 31, 2017 – $239.5 million),
provincial government treasury bills and promissory notes of
$205.4 million (December 31, 2017 – $252.6 million), bankers’
acceptances and other short-term notes issued by Canadian
chartered banks of $468.9 million (December 31, 2017 –
$351.4 million), and highly rated corporate commercial paper of
$29.9 million (December 31, 2017 – $35.0 million).
The Company manages credit risk related to cash and cash
equivalents by adhering to its Investment Policy that outlines
credit risk parameters and concentration limits. The Company
regularly reviews the credit ratings of its counterparties. The
maximum exposure to credit risk on these financial instruments
is their carrying value.
The Company’s exposure to and management of credit risk
related to cash and cash equivalents and fixed income securities
have not changed materially since December 31, 2017.

Mortgage Portfolio

38

As at March 31, 2018, residential mortgages, recorded on the
Company’s balance sheet, of $7.9 billion (December 31, 2017 –
$7.8 billion) consisted of $7.6 billion sold to securitization
programs (December 31, 2017 – $7.5 billion), $255.8 million
held pending sale or securitization (December 31, 2017 –
$286.7 million) and $26.3 million related to the Company’s
intermediary operations (December 31, 2017 – $26.0 million).

PART D

Management believes cash flows from operations, available
cash balances and other sources of liquidity described above are
sufficient to meet the Company’s liquidity needs. The Company
continues to have the ability to meet its operational cash
flow requirements, its contractual obligations, and its declared
dividends. The current practice of the Company is to declare
and pay dividends to common shareholders on a quarterly basis
at the discretion of the Board of Directors. The declaration of
dividends by the Board of Directors is dependent on a variety
of factors, including earnings which are significantly influenced
by the impact that debt and equity market performance has on
the Company’s fee income and commission and certain other
expenses. The Company’s liquidity position and its management

IGM FINANCIAL INC.

performance, regulatory requirements, changes in assumptions
and management’s ability to change funding policy.

Credit risk is the potential for financial loss to the Company if a
counterparty to a transaction fails to meet its obligations.

The Company manages credit risk related to residential
mortgages through:
• Adhering to its lending policy and underwriting standards;
• Its loan servicing capabilities;
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• Use of client-insured mortgage default insurance and mortgage
portfolio default insurance held by the Company; and
• Its practice of originating its mortgages exclusively through its
own network of Mortgage Planning Specialists and Investors
Group Consultants as part of a client’s comprehensive
financial plan.
In certain instances, credit risk is also limited by the terms and
nature of securitization transactions as described below:
• Under the NHA MBS program totalling $4.5 billion
(December 31, 2017 – $4.5 billion), the Company is obligated
to make timely payment of principal and coupons irrespective
of whether such payments were received from the mortgage
borrower. However, as required by the NHA MBS program,
100% of the loans are insured by an approved insurer.
• Credit risk for mortgages securitized by transfer to banksponsored securitization trusts totalling $3.1 billion
(December 31, 2017 – $3.1 billion) is limited to amounts
held in cash reserve accounts and future net interest income,
the fair values of which were $70.5 million (December 31,
2017 – $69.7 million) and $39.6 million (December 31, 2017
– $42.4 million), respectively, at March 31, 2018. Cash reserve
accounts are reflected on the balance sheet, whereas rights
to future net interest income are not reflected on the balance
sheet and will be recorded over the life of the mortgages.
This risk is further mitigated by insurance with 14.8% of
mortgages held in ABCP Trusts insured at March 31, 2018
(December 31, 2017 – 16.4%).
At March 31, 2018, residential mortgages recorded on balance
sheet were 64.8% insured (December 31, 2017 – 65.5%). As at
March 31, 2018, impaired mortgages on these portfolios were
$4.5 million, compared to $2.8 million at December 31, 2017.
Uninsured non-performing mortgages over 90 days on these
portfolios were $1.4 million at March 31, 2018, compared to

PART D
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$0.8 million at December 31, 2017.
The Company also retains certain elements of credit risk on
mortgage loans sold to the Investors Mortgage and Short
Term Income Fund and to the Investors Canadian Corporate
Bond Fund through an agreement to repurchase mortgages
in certain circumstances benefiting the funds. These loans are
not recorded on the Company’s balance sheet as the Company
has transferred substantially all of the risks and rewards of
ownership associated with these loans.

all credit-related losses in the mortgage portfolios based
on: i) historical credit performance experience and recent
trends, ii) current portfolio credit metrics and other relevant
characteristics, and iii) regular stress testing of losses under
adverse real estate market conditions.
The Company’s exposure to and management of credit risk
related to mortgage portfolios have not changed materially
since December 31, 2017.

Derivatives
The Company is exposed to credit risk through derivative
contracts it utilizes to hedge interest rate risk, to facilitate
securitization transactions and to hedge market risk related
to certain stock-based compensation arrangements. These
derivatives are discussed more fully under the Market Risk
section of this MD&A.
To the extent that the fair value of the derivatives is in a
gain position, the Company is exposed to credit risk that
its counterparties fail to fulfil their obligations under these
arrangements.
The Company’s derivative activities are managed in accordance
with its Investment Policy which includes counterparty limits and
other parameters to manage counterparty risk. The aggregate
credit risk exposure related to derivatives that are in a gain
position of $28.3 million (December 31, 2017 – $33.8 million)
does not give effect to any netting agreements or collateral
arrangements. The exposure to credit risk, considering netting
agreements and collateral arrangements and including rights
to future net interest income, was $0.5 million at March 31,
2018 (December 31, 2017 – $1.2 million). Counterparties
are all Canadian Schedule I chartered banks and, as a result,
management has determined that the Company’s overall credit
risk related to derivatives was not significant at March 31, 2018.
Management of credit risk related to derivatives has not changed
materially since December 31, 2017.
Additional information related to the Company’s securitization
activities and utilization of derivative contracts can be found in
Notes 2, 6 and 21 to the Annual Financial Statements.
MARKET RISK
Market risk is the potential for loss to the Company from
changes in the values of its financial instruments due to changes
in foreign exchange rates, interest rates or equity prices.

The Company regularly reviews the credit quality of the mortgages
and the adequacy of the allowance for expected credit losses.
The Company’s allowance for expected credit losses was
$0.8 million at March 31, 2018, unchanged from December 31,
2017, and is considered adequate by management to absorb

Interest Rate Risk
The Company is exposed to interest rate risk on its mortgage
portfolio and on certain of the derivative financial instruments
used in the Company’s mortgage banking operations.
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The Company manages interest rate risk associated with its
mortgage banking operations by entering into interest rate
swaps with Canadian Schedule I chartered banks as follows:
• The Company has in certain instances funded floating rate
mortgages with fixed rate Canada Mortgage Bonds as part
of the securitization transactions under the CMB Program.
As previously discussed, as part of the CMB Program, the
Company is party to a swap whereby it is entitled to receive
investment returns on reinvested mortgage principal and
is obligated to pay Canada Mortgage Bond coupons. This
swap had a positive fair value of $5.4 million (December 31,
2017 – positive $4.1 million) and an outstanding notional
amount of $1.3 billion at March 31, 2018 (December 31, 2017
– $1.2 billion). The Company enters into interest rate swaps
with Canadian Schedule I chartered banks to hedge the risk
that the interest rates earned on floating rate mortgages and
reinvestment returns decline. The negative fair value of these
swaps totalled $9.1 million (December 31, 2017 – negative
$4.5 million), on an outstanding notional amount of $2.0 billion
at March 31, 2018 (December 31, 2017 – $1.9 billion). The net
fair value of these swaps of negative $3.7 million at March 31,
2018 (December 31, 2017 – negative $0.4 million) are
recorded on balance sheet and have an outstanding notional
amount of $3.3 billion (December 31, 2017 – $3.1 billion).
• The Company is exposed to the impact that changes in
interest rates may have on the value of mortgages committed
to or held pending sale or securitization to long-term
funding sources. The Company enters into interest rate
swaps to hedge the interest rate risk related to funding
costs for mortgages held by the Company pending sale
or securitization. The fair value of these swaps were nil
(December 31, 2017 – $0.9 million) on an outstanding
notional amount of $110.3 million at March 31, 2018
(December 31, 2017 – $137.0 million).

Equity Price Risk
The Company is exposed to equity price risk on its equity
securities which are classified as either fair value through
other comprehensive income or fair value through profit or
loss. The fair value of the equity securities was $421.9 million
at March 31, 2018 (December 31, 2017 – $379.7 million), as
shown in Table 14.
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to this risk through the use of forward agreements and total
return swaps.

Foreign Exchange Risk
The Company is exposed to foreign exchange risk on its
investments in Personal Capital and China AMC.
RISKS RELATED TO ASSETS UNDER MANAGEMENT
At March 31, 2018, IGM Financial’s total assets under
management were $155.8 billion compared to $156.5 billion at
December 31, 2017.
The Company’s primary sources of revenues are management,
administration and other fees which are applied as an annual
percentage of the level of assets under management. As a result,
the level of the Company’s revenues and earnings are indirectly
exposed to a number of financial risks that affect the value of
assets under management on an ongoing basis. These include
market risks, such as changes in equity prices, interest rates and
foreign exchange rates, as well as credit risk on debt securities,
loans and credit exposures from other counterparties within our
client portfolios.
Changing financial market conditions may also lead to a change
in the composition of the Company’s assets under management
between equity and fixed income instruments, which could
result in lower revenues depending upon the management fee
rates associated with different asset classes and mandates.
The Company’s exposure to the value of assets under
management aligns it with the experience of its clients. Assets
under management are broadly diversified by asset class,
geographic region, industry sector, investment team and style.
The Company regularly reviews the sensitivity of its assets under
management, revenues, earnings and cash flow to changes in
financial markets. The Company believes that over the long
term, exposure to investment returns on its client portfolios
is beneficial to the Company’s results and consistent with
stakeholder expectations, and generally it does not engage in risk
transfer activities such as hedging in relation to these exposures.

PART D

management of interest rate risk have not changed materially
since December 31, 2017.

are deferred and linked to the performance of the common
shares of IGM Financial Inc. The Company hedges its exposure

IGM FINANCIAL INC.

As at March 31, 2018, the impact to annual net earnings of a
100 basis point increase in interest rates would have been a
decrease of approximately $0.4 million (December 31, 2017
– a decrease of $0.9 million). The Company’s exposure to and

The Company sponsors a number of deferred compensation
arrangements for employees where payments to participants

2) OPERATIONAL RISK
Operational risks relating to people and processes are mitigated
through policies and process controls. Oversight of risks and
ongoing evaluation of the effectiveness of controls is provided by
the Company’s compliance department, ERM Department and
Internal Audit Department.
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TABLE 21: IGM FINANCIAL ASSETS UNDER MANAGEMENT – ASSET AND CURRENCY MIX
AS AT MARCH 31, 2018

INVESTMENT FUNDS

Cash
Short-term fixed income and mortgages
Other fixed income
Domestic equity
Foreign equity
Real Property

CAD
USD
Other

The Company has an insurance review process where it
assesses and determines the nature and extent of insurance
that is appropriate to provide adequate protection against
unexpected losses, and where it is required by law, regulators
or contractual agreements.
OPERATIONAL RISK
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Operational risk is the risk of loss resulting from inadequate
or failed internal processes or systems, human interaction or
external events, but excludes business risk.
Operational risk affects all business activities, including the
processes in place to manage other risks. As a result, operational
risk can be difficult to measure, given that it forms part of
other risks of the Company and may not always be separately
identified. Our Company is exposed to a broad range of
operational risks, including information technology security
and system failures, errors relating to transaction processing,
financial models and valuations, fraud and misappropriation of
assets, and inadequate application of internal control processes.
The impact can result in significant financial loss, reputational
harm or regulatory actions.
The Company’s risk management framework emphasizes
operational risk management and internal control. The Company
has a very low appetite for risk in this area.
The business unit leaders are responsible for management of the
day to day operational risks of their respective business units.
Specific programs, policies, training, standards and governance
processes have been developed to support the management of
operational risk.
The Company has a business continuity management program
to support the sustainment, management and recovery of critical
operations and processes in the event of a business disruption.

TOTAL

0.5 %
6.1
24.9
26.6
40.2
1.7

0.9 %
6.0
24.4
26.5
40.2
2.0

100.0 %

100.0 %

59.7 %
24.7
15.6

59.5 %
24.2
16.3

100.0 %

100.0 %

TECHNOLOGY AND CYBER RISK
Technology and cyber risk driven by systems are managed
through controls over technology development and change
management. Information security is a significant risk to our
industry and our Company’s operations. The Company uses
systems and technology to support its business operations and
the client and financial advisor experience. As a result, we are
exposed to risks relating to technology and cyber security such
as data breaches, identity theft and hacking, including the risk
of denial of service or malicious software attacks. Such attacks
could compromise confidential information of the Company
and that of clients or other stakeholders, and could result
in negative consequences including lost revenue, litigation,
regulatory scrutiny or reputational damage. To remain resilient
to such threats, the Company has established enterprise-wide
cyber security programs, benchmarked capabilities to sound
industry practices, and has implemented threat and vulnerability
assessment and response capabilities.
MODEL RISK
The Company uses a variety of models to assist in: the
valuation of financial instruments, operational scenario
testing, management of cash flows, capital management, and
assessment of potential acquisitions. These models incorporate
internal assumptions, observable market inputs and available
market prices. Effective controls exist over the development,
implementation and application of these models. However,
changes in the internal assumptions or other factors affecting
the models could have an adverse effect on the Company’s
consolidated financial position.
LEGAL AND REGULATORY COMPLIANCE
Legal and Regulatory Compliance Risk is the risk of not
complying with laws, contractual agreements or regulatory
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requirements. This includes distribution compliance, investment
management compliance, accounting and internal controls, and
reporting and communications.
IGM Financial is subject to complex and changing legal, taxation
and regulatory requirements, including the requirements of
agencies of the federal, provincial and territorial governments
in Canada which regulate the Company and its activities.
The Company and its subsidiaries are also subject to the
requirements of self-regulatory organizations to which they
belong. These and other regulatory bodies regularly adopt new
laws, rules, regulations and policies that apply to the Company
and its subsidiaries. These requirements include those that apply
to IGM Financial as a publicly traded company and those that
apply to the Company’s subsidiaries based on the nature of their
activities. They include regulations related to securities markets,
the provision of financial products and services, including fund
management, distribution, insurance and mortgages, and other
activities carried on by the Company in the markets in which
it operates. Regulatory standards affecting the Company and
the financial services industry are significant and are being
continually changed. The Company and its subsidiaries are
subject to reviews as part of the normal ongoing process of
oversight by the various regulators.
Failure to comply with laws, rules or regulations could lead
to regulatory sanctions and civil liability, and may have an
adverse reputational or financial effect on the Company. The
Company manages legal and regulatory compliance risk through
its efforts to promote a strong culture of compliance. The
monitoring of regulatory developments and their impact on the
Company is overseen by the Regulatory Initiatives Committee
chaired by the Senior Vice-President, Client and Regulatory
Affairs. The Company also continues to develop and maintain
compliance policies, processes and oversight, including specific
communications on compliance and legal matters, training,

IGM Financial promotes a strong culture of ethics and integrity
through its Code of Conduct approved by the Board of Directors,
which outlines standards of conduct that apply to all IGM
Financial directors, officers and employees. The Code of Conduct
incorporates many policies relating to the conduct of directors,
officers and employees, and covers a variety of relevant topics,
such as anti-money laundering and privacy. Individuals subject
to the Code of Conduct attest annually that they understand the
requirements and have complied with its provisions.
Business units are responsible for management of legal and
regulatory compliance risk, and implementing appropriate

42

consolidated financial position.

3) GOVERNANCE, OVERSIGHT AND STRATEGIC RISK
Governance, oversight and strategic risk is the risk of potential
adverse impacts resulting from inadequate or inappropriate
governance, oversight, management of incentives and conflicts,
and strategic planning.
IGM Financial believes in the importance of good corporate
governance and the central role played by directors in the
governance process. We believe that sound corporate governance
is essential to the well being of the Company and its shareholders.
Oversight of IGM Financial is performed by the Board of
Directors directly and through its seven committees. The
Company’s President and Chief Executive Officer has overall
responsibility for management of the Company. The Company’s
activities are carried out principally by three operating
companies – Investors Group Inc., Mackenzie Financial
Corporation and Investment Planning Counsel Inc. – each of
which are managed by a President and Chief Executive Officer.
The Company has a business planning process that supports
development of an annual business plan, approved by the Board
of Directors, which incorporates objectives and targets for the
Company. Components of management compensation are
associated with the achievement of earnings targets and other
objectives associated with the plan. Strategic plans and direction
are part of this planning process and are integrated into the
Company’s risk management program.

PART D

and issues.

CONTINGENCIES
The Company is subject to legal actions arising in the normal
course of its business. Although it is difficult to predict the
outcome of any such legal actions, based on current knowledge
and consultation with legal counsel, management does not
expect the outcome of any of these matters, individually or in
aggregate, to have a material adverse effect on the Company’s

IGM FINANCIAL INC.

testing, monitoring and reporting. The Audit Committee of the
Company receives regular reporting on compliance initiatives

policies, procedures and controls. The Company has a number
of different compliance departments responsible for providing
oversight of investment management and distribution-related
compliance activities. The Internal Audit Department also
provides oversight and investigations concerning regulatory
compliance matters.

ACQUISITION RISK
The Company is also exposed to risks related to its acquisitions.
The Company undertakes thorough due diligence prior to
completing an acquisition, but there is no assurance that the
Company will achieve the expected strategic objectives or cost
and revenue synergies subsequent to an acquisition. Subsequent

IGM FINANCIAL INC. FIRST QUARTER REPORT 2018 / MANAGEMENT’S DISCUSSION AND ANALYSIS

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

PCC_QUAT1_Eng04_IGM_2018-05-04_v1.indd D39

D 39

18-05-09 1:38 PM

changes in the economic environment and other unanticipated
factors may affect the Company’s ability to achieve expected
earnings growth or expense reductions. The success of an
acquisition is dependent on retaining assets under management,
clients, and key employees of an acquired company.

4) REGULATORY DEVELOPMENTS
Regulatory development risk is the potential for changes to
regulatory, legal, or tax requirements that may have an adverse
impact upon the Company’s business activities or financial results.
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The Company is exposed to the risk of changes in laws, taxation
and regulation that could have an adverse impact on the
Company. Particular regulatory initiatives may have the effect
of making the products of the Company’s subsidiaries appear to
be less competitive than the products of other financial service
providers, to third party distribution channels and to clients.
Regulatory differences that may impact the competitiveness
of the Company’s products include regulatory costs, tax
treatment, disclosure requirements, transaction processes or
other differences that may be as a result of differing regulation
or application of regulation. Regulatory developments may
also impact product structures, pricing, and dealer and advisor
compensation. While the Company and its subsidiaries actively
monitor such initiatives, and where feasible comment upon or
discuss them with regulators, the ability of the Company and its
subsidiaries to mitigate the imposition of differential regulatory
treatment of financial products or services is limited.

for comment, providing the Company’s subsidiaries further
opportunity for meaningful input.
In January 2017, the CSA published Consultation Paper 81-408
Consultation on the Option of Discontinuing Embedded
Commissions (the Fees Consultation Paper) which sought
input on the option of discontinuing embedded commissions
and the potential impacts of such a change on Canadian
investors and market participants. The Company’s subsidiaries
submitted comment letters on the Fees Consultation Paper.
The Company’s subsidiaries also participated in the roundtables
hosted by some members of the CSA in the fall to facilitate
further stakeholder input on the Fees Consultation Paper.
The Company will continue its active dialogue and engagement
with regulators on these subjects.
COOPERATIVE CAPITAL MARKETS REGULATORY SYSTEM
Since 2013, the Government of Canada and participating
provincial jurisdictions have been working to establish a
common securities regulator for Canada’s capital markets.
Of note, there has been opposition from Quebec, Alberta
and Manitoba. In response to a reference from the Quebec
government, in May 2017 the Quebec Court of Appeal ruled in
favour of the Quebec government and held that the governance
framework for the pan-Canadian securities regulation under the
proposed Capital Markets Regulatory Authority (CMRA) was
unconstitutional.

BEST INTEREST STANDARD, TARGETED REFORMS
AND MUTUAL FUND EMBEDDED COMMISSIONS

The decision has been appealed to the Supreme Court of
Canada which heard arguments in March, 2018. The Company
is continuing to monitor this initiative and any impact it may

In May 2017, the Canadian Securities Administrators (the CSA)
published Staff Notice 33-319 (the Staff Notice) Status Report

have on its activities and those of its subsidiaries, particularly in
the area of the regulation of mutual funds.

on CSA Consultation Paper 33-404 Proposals to Enhance
the Obligations of Advisers, Dealers and Representatives

5) BUSINESS RISK
GENERAL BUSINESS CONDITIONS

Toward Their Clients (the BIS Consultation Paper), which
provided an update on the CSA’s proposal for a set of targeted

General Business Conditions Risk refers to the potential for an

reforms relating to the client-registrant relationship and a
regulatory best interest standard. The Company’s subsidiaries

unfavourable impact on IGM Financial resulting from competitive
or other external factors relating to the marketplace.

submitted comment letters on the BIS Consultation Paper
and also participated in a series of roundtables hosted by
certain jurisdictions to further explore the proposals in the BIS
Consultation Paper.
The Staff Notice specifies that only the Ontario Securities
Commission and the Financial and Consumer Services
Commission of New Brunswick will continue to pursue further
work to articulate a regulatory best interest standard. The Staff
Notice further indicates that over the 2017-2018 fiscal year, the
CSA will prioritize the work on many of the targeted reforms.
This work will culminate in rule proposals that will be published

Global economic conditions, changes in equity markets,
demographics and other factors including political and
government instability, can affect investor confidence, income
levels and savings decisions. This could result in reduced sales of
IGM Financial’s products and services and/or result in investors
redeeming their investments. These factors may also affect the
level of financial markets and the value of the Company’s assets
under management, as described more fully under the Risks
Related to Assets Under Management section of this MD&A.
The Company, across its operating subsidiaries, is focused on
communicating with clients and emphasizing the importance of
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financial planning across economic cycles. The Company and the
industry continue to take steps to educate Canadian investors
on the merits of financial planning, diversification and long-term
investing. In periods of volatility Consultants and independent
financial advisors play a key role in assisting investors in
maintaining perspective and focus on their long-term objectives.
Redemption rates for long-term funds are summarized
in Table 22 and are discussed in the Investors Group and
Mackenzie Segment Operating Results sections of this MD&A.
PRODUCT / SERVICE OFFERING

competitive advantage, and does so by diversifying its assets
under management and product shelf by investment team,
brand, asset class, mandate, style and geographic region.
BUSINESS / CLIENT RELATIONSHIPS
Business/Client relationships risk refers to the risk potential for
unfavourable impacts on IGM Financial resulting from changes
to other key relationships. These relationships primarily include
Investors Group clients and consultants, Mackenzie retail
distribution, strategic and significant business partners, clients of
Mackenzie funds, and sub-advisors and other product suppliers.

There is potential for unfavourable impacts on IGM Financial
resulting from inadequate product or service performance,
quality or breadth.

Investors Group Consultant network – Investors Group derives all of
its mutual fund sales through its Consultant network. Investors
Group Consultants have regular direct contact with clients

IGM Financial and its subsidiaries operate in a highly competitive

which can lead to a strong and personal client relationship
based on the client’s confidence in that individual Consultant.

environment, competing with other financial service providers,
investment managers and product and service types. Client
development and retention can be influenced by a number of
factors, including products and services offered by competitors,
relative service levels, relative pricing, product attributes,
reputation and actions taken by competitors. This competition
could have an adverse impact upon the Company’s financial
position and operating results. Please refer to The Competitive
Landscape section of this MD&A for a further discussion.
The Company provides Consultants, independent financial
advisors, as well as retail and institutional clients with a high
level of service and support and a broad range of investment
products, with a focus on building enduring relationships.
The Company’s subsidiaries also continually review their
respective product and service offering, and pricing, to ensure
competitiveness in the marketplace.

the Company’s results. The Company’s objective is to cultivate
investment processes and disciplines that provide it with a

generally offer their clients investment products in addition to,
and in competition with Mackenzie. Mackenzie also derives
sales of its investment products and services from its strategic
alliance and institutional clients. Due to the nature of the
distribution relationship in these relationships and the relative
size of these accounts, gross sale and redemption activity can be
more pronounced in these accounts than in a retail relationship.
Mackenzie’s ability to market its investment products is highly
dependent on continued access to these distribution networks.
The inability to have such access could have a material adverse
effect on Mackenzie’s operating results and business prospects.
Mackenzie is well positioned to manage this risk and to

PART D

and asset retention, as well as adversely impact our brands.
Meaningful and/or sustained underperformance could affect

Mackenzie – Mackenzie derives the majority of its mutual fund
sales through third party financial advisors. Financial advisors

IGM FINANCIAL INC.

The Company strives to deliver strong investment performance
on its products relative to benchmarks and peers. Poor
investment performance relative to benchmarks or peers
could reduce the level of assets under management and sales

The market for financial advisors is extremely competitive. The
loss of a significant number of key Consultants could lead to the
loss of client accounts which could have an adverse effect on
Investors Group’s results of operations and business prospects.
Investors Group is focused on strengthening its distribution
network of Consultants and on responding to the complex
financial needs of its clients by delivering a diverse range of
products and services in the context of personalized financial
advice, as discussed in the Investors Group Review of the
Business section of this MD&A.

TABLE 22: TWELVE MONTH TRAILING REDEMPTION RATE FOR LONG-TERM FUNDS
2018
MAR. 31

IGM Financial Inc.
Investors Group
Mackenzie
Counsel
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2017
MAR. 31

8.4 %
13.7 %
16.7 %

8.8 %
16.2 %
15.7 %
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continue to build and enhance its distribution relationships.
Mackenzie’s diverse portfolio of financial products and its longterm investment performance record, marketing, educational
and service support has made Mackenzie one of Canada’s
leading investment management companies. These factors
are discussed further in the Mackenzie Review of the Business
section of this MD&A.
PEOPLE RISK
People risk refers to the potential inability to attract or retain
key employees or Consultants, develop to an appropriate level
of proficiency, or manage personnel succession or transition.
Management, investment and distribution personnel play an
important role in developing, implementing, managing and
distributing products and services offered by IGM Financial. The
loss of these individuals or an inability to attract, retain and
motivate sufficient numbers of qualified personnel could affect
IGM Financial’s business and financial performance.

6) ENVIRONMENTAL RISK
Environmental risk is the risk of loss resulting from environmental
issues involving our business activities and our operations.
Environmental risk covers a broad spectrum of issues, such as
climate change, biodiversity and ecosystem health, pollution,
waste and the unsustainable use of water and other resources.
Key environmental risks to IGM Financial include:
• Direct risks associated with the ownership and operation of
our businesses, which includes management and operation of
company-owned or managed assets and business operations;
• Indirect risks as a result of the products and services we offer
and our procurement practices;

• Failure to understand and appropriately leverage environment
related trends to meet client demands for products
and services.
IGM Financial has a long-standing commitment to responsible
management, as articulated in the Company’s Corporate
Responsibility Statement approved by the Board of Directors
and also within the Company’s Environmental Policy which
commit us to responsibly manage our environmental footprint.
Failure to adequately manage environmental risks could adversely
impact our results or our reputation.
IGM Financial manages environmental risks across the Company,
with business unit management having responsibility for
identifying, assessing, controlling and monitoring environmental
risks pertaining to their operations. IGM Financial’s Executive
Management Corporate Responsibility Committee oversees
its commitment to environmental responsibility and risk
management.
Investors Group and Mackenzie are signatories to the Principles
for Responsible Investment (PRI). Under the PRI, investors
formally commit to incorporate environmental, social and
governance (ESG) issues into their investment processes. In
addition, Investors Group, Mackenzie and Investment Planning
Counsel have implemented investing policies which provide
information on how these ESG issues are implemented at
each company.
IGM Financial reports on its environmental management
and performance in its Corporate Responsibility Report. In
addition, the Company participates in the Carbon Disclosure
Project (CDP) survey, which promotes corporate disclosures on
greenhouse gas emissions and climate change management.
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• Identification and management of emerging environmental
regulatory issues; and
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OUTLOOK
THE FINANCIAL SERVICES ENVIRONMENT
Canadians held $4.1 trillion in discretionary financial assets with
financial institutions at December 31, 2016 based on the most
recent report from Investor Economics. The nature of holdings
was diverse, ranging from demand deposits held for short-term
cash management purposes to longer-term investments held for
retirement purposes. Approximately 66% ($2.7 trillion) of these
financial assets are held within the context of a relationship with
a financial advisor, and this is the primary channel serving the
longer-term savings needs of Canadians. Of the $1.4 trillion held
outside of a financial advisory relationship, approximately 60%
consisted of bank deposits.
Financial advisors represent the primary distribution channel for
the Company’s products and services, and the core emphasis
of the Company’s business model is to support these financial
advisors as they work with clients to plan for and achieve their
financial goals. Multiple sources of emerging research show
significantly better financial outcomes for Canadians who
use financial advisors compared to those who do not. The
Company actively promotes the value of financial advice and
the importance of a relationship with an advisor to develop and
remain focused on long-term financial plans and goals.
Approximately 41% of Canadian discretionary financial assets or
$1.7 trillion resided in investment funds at December 31, 2016,
making it the largest financial asset class held by Canadians.
Other asset types include deposit products and direct securities
such as stocks and bonds. Approximately 78% of investment
funds are comprised of mutual fund products, with other
product categories including segregated funds, hedge funds,
pooled funds, closed end funds and exchange traded funds.
With $149 billion in investment fund assets under management,
the Company is among the country’s largest investment fund
managers. Management believes that investment funds are likely
to remain the preferred savings vehicle of Canadians. Investment
funds provide investors with the benefits of diversification,

Competition and technology have fostered a trend towards
financial service providers offering a comprehensive range of
proprietary products and services. Traditional distinctions between
bank branches, full service brokerages, financial planning firms
and insurance agent sales forces have become obscured as many
of these financial service providers strive to offer comprehensive
financial advice implemented through access to a broad product
shelf. Accordingly, the Canadian financial services industry
is characterized by a number of large, diversified, verticallyintegrated participants, similar to IGM Financial, who offer both
financial planning and investment management services.
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at March 31, 2018. Management anticipates continuing
consolidation in this segment of the industry as smaller
participants are acquired by larger organizations.
Management believes that the financial services industry will
continue to be influenced by the following trends:
• Shifting demographics as the number of Canadians in their
prime savings and retirement years continue to increase.
• Changes in investor attitudes based on economic conditions.
• Continued importance of the role of the financial advisor.
• Public policy related to retirement savings.
• Changes in the regulatory environment.
• An evolving competitive landscape.
• Advancing and changing technology.

THE COMPETITIVE LANDSCAPE
IGM Financial and its subsidiaries operate in a highly competitive
environment. Investors Group and Investment Planning Counsel
compete directly with other retail financial service providers,
including other financial planning firms, as well as full service
brokerages, banks and insurance companies. Investors Group,
Mackenzie and Investment Planning Counsel compete directly
with other investment managers for assets under management,
and their products compete with stocks, bonds and other asset
classes for a share of the investment assets of Canadians.
Competition from other financial service providers, alternative
product types or delivery channels, and changes in regulations
or public preferences could impact the characteristics of product
and service offerings of the Company, including pricing, product
structures, dealer and advisor compensation and disclosure. The
Company monitors developments on an ongoing basis, and
engages in policy discussions and develops product and service
responses as appropriate.

PART D

most investor requirements and preferences.

The Canadian mutual fund industry continues to be very
concentrated, with the ten largest firms and their subsidiaries
representing 74% of industry long-term mutual fund assets
and 74% of total mutual fund assets under management

IGM FINANCIAL INC.

professional management, flexibility and convenience, and are
available in a broad range of mandates and structures to meet

Canadian banks distribute financial products and services
through their traditional bank branches, as well as through their
full service and discount brokerage subsidiaries. Bank branches
continue to place increased emphasis on both financial planning
and mutual funds. In addition, each of the “big six” banks has
one or more mutual fund management subsidiaries. Collectively,
mutual fund assets of the “big six” bank-owned mutual fund
managers and affiliated firms represented 45% of total industry
long-term mutual fund assets at March 31, 2018.
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IGM Financial continues to focus on its commitment to provide
quality investment advice and financial products, service
innovations, effective management of the Company and longterm value for its clients and shareholders. Management believes
that the Company is well-positioned to meet competitive
challenges and capitalize on future opportunities.
The Company enjoys several competitive strengths, including:
• Broad and diversified distribution with an emphasis on those
channels emphasizing comprehensive financial planning
through a relationship with a financial advisor.
• Broad product capabilities, leading brands and quality subadvisory relationships.
• Enduring client relationships and the long-standing heritages
and cultures of its subsidiaries.

Mackenzie also, in its growing strategic alliance business,
partners with Canadian and U.S. manufacturing and distribution
complexes to provide investment management to a number of
retail investment fund mandates.
BROAD PRODUCT CAPABILITIES
IGM Financial’s subsidiaries continue to develop and launch
innovative products and strategic investment planning tools to
assist advisors in building optimized portfolios for clients.
ENDURING RELATIONSHIPS
IGM Financial enjoys significant advantages as a result of
the enduring relationships that advisors enjoy with clients. In
addition, the Company’s subsidiaries have strong heritages and
cultures which are challenging for competitors to replicate.

• Benefits of being part of the Power Financial group of companies.
BENEFITS OF BEING PART OF THE
POWER FINANCIAL GROUP OF COMPANIES

BROAD AND DIVERSIFIED DISTRIBUTION
IGM Financial’s distribution strength is a competitive advantage.
In addition to owning two of Canada’s largest financial planning
organizations, Investors Group and Investment Planning
Counsel, IGM Financial has, through Mackenzie, access to

As part of the Power Financial group of companies, IGM
Financial benefits through expense savings from shared service
arrangements, as well as through access to distribution,
products and capital.
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distribution through over 30,000 independent financial advisors.
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CRITICAL ACCOUNTING ESTIMATES AND POLICIES
SUMMARY OF CRITICAL
ACCOUNTING ESTIMATES
There were no changes to the Company’s assumptions
related to critical accounting estimates from those reported
at December 31, 2017.

CHANGES IN ACCOUNTING POLICIES
IFRS 9 FINANCIAL INSTRUMENTS (IFRS 9)
As of January 1, 2018, the Company has adopted IFRS 9 which
replaces IAS 39, Financial Instruments: Recognition and Measurement
(IAS 39). IFRS 9 was completed in three separate phases:
• Classification and measurement: This phase requires that
financial assets be classified at either amortized cost or
fair value on the basis of the entity’s business model for
managing the financial assets and the contractual cash
flow characteristics of the financial assets.
• Impairment methodology: This phase replaces the incurred
loss model for impairment of financial assets with an
expected credit loss model.
• Hedge accounting: This phase replaces the rule-based
hedge accounting requirements with guidance that
more closely aligns the accounting with an entity’s risk
management activities.
The Company has elected not to restate its comparative
financial information for the effect of applying IFRS 9, as
permitted by the transitional provisions within IFRS 9. The
cumulative impact of applying IFRS 9 has therefore been
recognized as an adjustment to the current period’s opening
retained earnings and comparative information continues to be
presented in accordance with IAS 39.

The application of the expected credit loss model did not have a
material impact to the Company’s loan loss provision.
Table 23 details the impact of IFRS 9 and IFRS 15 on the
Consolidated Balance Sheet as at January 1, 2018.
IFRS 15 REVENUE FROM CONTRACTS
WITH CUSTOMERS (IFRS 15)
As of January 1, 2018, the Company has adopted IFRS 15 which
outlines a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customers.
The model requires an entity to recognize revenue as the goods
or services are transferred to the customer in an amount that
reflects the expected consideration.
IFRS 15 outlines various criteria for the eligibility of capitalizing
contract costs. Determining whether the customer is the fund or
the end investor impacts whether costs should be capitalized as
a cost of obtaining a contract with a customer or whether they
should be assessed as a cost of fulfilling a contract with a customer.
To determine whether sales commissions associated with the
distribution of investment funds should be capitalized, the

the reversal of discounts related to fair value losses recognized
on the loans and the capitalization of previously expensed

The Company has elected not to restate its comparative
financial information for the effect of applying IFRS 15, as

mortgage issue costs.

permitted by the transitional provisions within IFRS 15. The
cumulative impact of applying IFRS 15 has therefore been

Securities of $19.9 million were reclassified from available for
sale to fair value through profit or loss (FVTPL).
The Company elected to classify securities of $262.8 million at
fair value through other comprehensive income (FVTOCI). This

PART D

A total remeasurement of $49.7 million was recorded due to

Company assesses whether the customer is the investment
fund or the individual investor. Where it is determined that the
investment fund is the customer, contract costs are expensed as
incurred. Where it is determined that the individual investor is
the customer, contract costs are capitalized and amortized over
a period not exceeding seven years.

Loans of $282.6 million previously classified as held for trading were
reclassified to amortized cost as a result of the Company’s business
model and contractual cash flow characteristics assessment.
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The Company has adopted the hedge accounting requirements
of IFRS 9. As a result of the business model assessment,
mortgages previously classified as held for trading and
subsequently reclassified to loans and receivables are now
classified at amortized cost when originated. The Company
has therefore designated certain derivative instruments as
hedging instruments to avoid an accounting mismatch between
derivative instruments and associated loans. Application of
IFRS 9 hedge accounting requirements did not have a material
impact in the first quarter of 2018.

IGM FINANCIAL INC.

The cumulative impact relating to classification and measurement
under IFRS 9 has resulted in an after tax increase to opening
retained earnings of approximately $36.3 million ($49.7 million
before tax) as at January 1, 2018.

reclassification had no impact to opening retained earnings,
however under this election, unrealized gains and losses on
these investments will never be recycled through profit or loss.

recognized as an adjustment to the current period’s opening
retained earnings and comparative information continues to be
presented in accordance with the Company’s accounting policies
in effect as at December 31, 2017.
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The cumulative impact from the application of IFRS 15 has
resulted in an after tax decrease to opening retained earnings
of approximately $514.6 million ($703.5 million before tax) as at
January 1, 2018.
Capitalized sales commissions of $703.5 million were derecognized
as they related to commissions paid on sales where the customer
was the investment fund. This resulted in a decrease to the
Company’s Deferred income taxes liability of $188.9 million.
On January 1, 2018, Great-West Lifeco Inc. (Lifeco) also adopted
IFRS 15 (Note 6). The impact from Lifeco’s application of IFRS 15
has resulted in a decrease in the Company’s investment in
associates of $1.7 million and a decrease in opening retained
earnings of $1.7 million as at January 1, 2018.
Table 23 details the impact of IFRS 9 and IFRS 15 on the
Consolidated Balance Sheet as at January 1, 2018.

(IASB) and analyzes the effect that changes in the standards
may have on the Company’s operations.
IFRS 16 LEASES
The IASB issued IFRS 16 which requires a lessee to recognize a
right-of-use asset representing its right to use the underlying
leased asset and a corresponding lease liability representing
its obligation to make lease payments for all leases. A lessee
recognizes the related expense as depreciation on the right-ofuse asset and interest on the lease liability. Short-term (less than
12 months) and low-value asset leases are exempt from these
requirements. The standard is effective for annual reporting
periods beginning on or after January 1, 2019. The impact of this
standard is currently being assessed.
OTHER
The IASB is currently undertaking a number of projects which
will result in changes to existing IFRS standards that may affect

FUTURE ACCOUNTING CHANGES

the Company. Updates will be provided as the projects develop.

The Company continuously monitors the potential changes
proposed by the International Accounting Standards Board

TABLE 23: IMPACT OF IFRS 9 AND IFRS 15 ON BALANCE SHEET
DECEMBER 31, 2017

($ millions)

CLASSIFICATION

Assets
Loans(1)

Held for trading
Loans & receivables

CARRYING
VALUE

286.7
7,563.2
7,849.9

(1)
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Securities

Investment in associates(2)
Capitalized sales commissions(2)

Liabilities & Shareholders’ Equity
Income tax payable(1)
Deferred income taxes(1)(2)
Retained earnings(1)(2)
AOCI(1)

Available for sale
FVTPL

282.7
97.0
1,551.0
767.3

8.0
463.9
3,100.8
(71.1)

ADJUSTMENT DUE TO CHANGES IN :

CLASSIFICATION

(282.6)
282.6
–
(19.9)
19.9

JANUARY 1, 2018

MEASUREMENT

CARRYING
VALUE

CLASSIFICATION

–
49.7

4.1
7,895.5

FVTPL
Amortized Cost

49.7

7,899.6

–
–

262.8
116.9

–
–

(1.7)
(703.5)

–

(655.5)

–
–
–
–

6.9
(182.4)
(480.0)
–

–

(655.5)

FVTOCI
FVTPL

1,549.3
63.8

14.9
281.5
2,620.8
(71.1)

(1) Transition to IFRS 9
(2) Transition to IFRS 15
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INTERNAL CONTROL OVER FINANCIAL REPORTING

During the first quarter of 2018, there have been no changes in
the Company’s internal control over financial reporting that have
materially affected, or are reasonably likely to materially affect,
the Company’s internal control over financial reporting.

OTHER INFORMATION
TRANSACTIONS WITH RELATED PARTIES
There were no changes to the types of related party
transactions from those reported at December 31, 2017. For
further information on transactions involving related parties, see
Notes 8 and 25 to the Company’s Annual Financial Statements.

exercisable. As at April 30, 2018, outstanding common shares
totalled 240,805,907 and outstanding stock options totalled
9,914,708 of which 4,781,368 were exercisable.
Perpetual preferred shares of $150 million were outstanding as
at March 31, 2018, unchanged at April 30, 2018.

OUTSTANDING SHARE DATA

SEDAR

Outstanding common shares of IGM Financial as at March 31,
2018 totalled 240,805,907. Outstanding stock options as at
March 31, 2018 totalled 9,920,491, of which 4,786,733 were

Additional information relating to IGM Financial, including
the Company’s most recent financial statements and Annual
Information Form, is available at www.sedar.com.
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INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENTS OF EARNINGS

(unaudited)
(in thousands of Canadian dollars, except shares and per share amounts)

Revenues
Management fees
Administration fees
Distribution fees
Net investment income and other
Proportionate share of associates’ earnings

THREE MONTHS ENDED MARCH 31
2018

$

556,601
107,534
93,320
14,209
37,984

2017

$

527,701
108,964
105,260
19,757
28,019

809,648

789,701

286,098
253,145
30,264

289,307
246,901
26,787

569,507

562,995

Earnings before income taxes
Income taxes

240,141
52,390

226,706
47,374

Net earnings
Perpetual preferred share dividends

187,751
2,213

179,332
2,213

Expenses
Commission
Non-commission
Interest

Net earnings available to common shareholders

$

185,538

$

177,119

Earnings per share (in dollars) (Note 15)
– Basic
– Diluted

$
$

0.77
0.77

$
$

0.74
0.74

PART D
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(See accompanying notes to interim condensed consolidated financial statements.)
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

THREE MONTHS ENDED MARCH 31

(unaudited)
(in thousands of Canadian dollars)

2018

Net earnings

$

Other comprehensive income (loss), net of tax
Items that will not be reclassified to Net earnings
Fair value through other comprehensive income securities
Other comprehensive income (loss), net of tax of $429
Employee benefits
Net actuarial gains (losses), net of tax of $1,269 and $2,939
Investment in associates – employee benefits and other
Other comprehensive income (loss), net of tax of nil

$

179,332

(2,746)

Items that may be reclassified subsequently to Net earnings
Available for sale securities
Net unrealized gains (losses), net of tax of $(193)
Reclassification of realized (gains) losses to net earnings, net of tax of $7

N/A

(3,427)

(7,948)

(2,875)

13,590

N/A

1,007
(19)

N/A

988

40,937

6,333

31,889

12,963

N/A

Investment in associates and other
Other comprehensive income (loss), net of tax of $(4,422) and $(1,663)

Total comprehensive income

187,751

2017

$

219,640

$

192,295

(See accompanying notes to interim condensed consolidated financial statements.)
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CONSOLIDATED BALANCE SHEETS

(unaudited)
(in thousands of Canadian dollars)

Assets
Cash and cash equivalents
Securities (Note 3)
Client funds on deposit
Accounts and other receivables
Income taxes recoverable
Loans (Note 4)
Derivative financial instruments
Other assets
Investment in associates (Note 6)
Capital assets
Capitalized sales commissions (Note 7)
Deferred income taxes
Intangible assets
Goodwill

$

Liabilities
Accounts payable and accrued liabilities
Income taxes payable
Derivative financial instruments
Deposits and certificates
Other liabilities
Obligations to securitization entities (Note 5)
Deferred income taxes
Long-term debt (Note 8)

MARCH 31

DECEMBER 31

2018

2017

778,243
421,922
454,754
310,793
32,273
7,883,307
28,415
47,444
1,616,489
148,983
77,168
50,953
1,184,469
2,660,267
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966,843
379,696
489,626
305,062
33,928
7,849,873
35,692
64,558
1,551,013
150,468
767,315
60,661
1,184,451
2,660,267

$ 15,695,480

$ 16,499,453

$

$

359,264
12,210
33,967
473,133
468,536
7,604,249
286,186
2,025,000
11,262,545

Shareholders’ Equity
Share capital
Perpetual preferred shares
Common shares
Contributed surplus
Retained earnings
Accumulated other comprehensive income (loss)

$

406,821
8,018
28,444
504,996
491,280
7,596,028
463,862
2,175,000
11,674,449

150,000
1,608,960
42,877
2,670,322
(39,224)

150,000
1,602,726
42,633
3,100,775
(71,130)

4,432,935

4,825,004

$ 15,695,480

$ 16,499,453

These interim condensed consolidated financial statements were approved and authorized for issuance by the Board of Directors on May 4, 2018.
(See accompanying notes to interim condensed consolidated financial statements.)
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

THREE MONTHS ENDED MARCH 31
SHARE CAPITAL

(unaudited)
(in thousands of Canadian dollars)

PERPETUAL
PREFERRED
SHARES

COMMON
SHARES

(Note 9)

(Note 9)

150,000

$ 1,602,726

–
–

–
–

–
–

150,000

1,602,726

42,633

2,620,797
187,751

CONTRIBUTED
SURPLUS

RETAINED
EARNINGS

ACCUMULATED
OTHER
COMPREHENSIVE
INCOME (LOSS)

(Note 12)

TOTAL
SHAREHOLDERS’
EQUITY

2018

Balance, beginning of period
As previously reported
Change in accounting policy (Note 2)
IFRS 9
IFRS 15

$

As restated

$

42,633

$ 3,100,775

$

36,334
(516,312)

(71,130)
17
–
(71,113)

36,351
(516,312)
4,345,043

Net earnings
Other comprehensive income (loss),
net of tax

–

–

–

–

–

–

–

31,889

31,889

Total comprehensive income

–

–

–

187,751

31,889

219,640

–

6,234

–

–

–

6,234

–
–
–
–
–

–
–
–
–
–

$

150,000

$ 1,608,960

$

42,877

$ 2,670,322

$

(39,224)

$ 4,432,935

$

150,000

$ 1,597,208

$

39,552

$ 3,042,442

$

(82,442)

$ 4,746,760

Common shares
Issued under stock option plan
Stock options
Current period expense
Exercised
Perpetual preferred share dividends
Common share dividends
Other
Balance, end of period

906
(662)
–
–
–

–

$ 4,825,004

–
–
(2,213)
(135,451)
(562)

–
–
–
–
–

187,751

906
(662)
(2,213)
(135,451)
(562)

2017

Balance, beginning of period

–

–

179,332

–

179,332

–

–

–

–

12,963

12,963

Total comprehensive income

–

–

–

179,332

12,963

192,295

–

1,961

–

–

–

1,961

–
–
–
–
–

–
–
–
–
–

150,000

$ 1,599,169

Common shares
Issued under stock option plan
Stock options
Current period expense
Exercised
Perpetual preferred share dividends
Common share dividends
Other
Balance, end of period

$

906
(104)
–
–
–
$

40,354

–
–
(2,213)
(135,329)
(80)
$ 3,084,152

–
–
–
–
–
$

(69,479)

PART D
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Net earnings
Other comprehensive income (loss),
net of tax

906
(104)
(2,213)
(135,329)
(80)
$ 4,804,196

(See accompanying notes to interim condensed consolidated financial statements.)
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CONSOLIDATED STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 31

(unaudited)
(in thousands of Canadian dollars)

2018

Operating activities
Earnings before income taxes
Income taxes paid
Adjustments to determine net cash from operating activities
Capitalized sales commission amortization
Amortization of capital and intangible assets
Changes in operating assets and liabilities and other

$

Cash from operating activities before payment of capitalized sales commissions
Capitalized sales commissions paid

Financing activities
Net (decrease) increase in deposits and certificates
Net increase (decrease) in obligations to securitization entities
Issue of debentures
Repayment of debentures
Issue of common shares
Perpetual preferred share dividends paid
Common share dividends paid

Investing activities
Purchase of securities
Proceeds from the sale of securities
Net decrease in loans
Net additions to capital assets
Net cash used in additions to intangible assets and acquisitions

PART D
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(Decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

240,141
(38,373)

2017

$

226,706
(43,770)

2,928
13,872
(72,544)

58,893
11,630
(55,405)

146,024
(16,275)

198,054
(81,383)

129,749

116,671

(551)
2,324
–
(150,000)
5,572
(2,213)
(135,375)

718
(74,004)
600,000
–
1,857
(2,213)
(135,290)

(280,243)

391,068

(50,240)
25,805
13,898
(4,512)
(23,057)

(27,034)
25,450
99,618
(5,989)
(7,943)

(38,106)

84,102

(188,600)
966,843

591,841
611,032

Cash and cash equivalents, end of period

$

778,243

$

1,202,873

Cash
Cash equivalents

$

49,566
728,677

$

65,945
1,136,928

$

778,243

$

1,202,873

$
$

69,925
65,917

$
$

67,227
48,348

Supplemental disclosure of cash flow information related to operating activities
Interest and dividends received
Interest paid
(See accompanying notes to interim condensed consolidated financial statements.)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2018 (unaudited) (In thousands of Canadian dollars, except shares and per share amounts)

NOTE 1 CORPORATE INFORMATION
IGM Financial Inc. (the Company) is a publicly listed company (TSX: IGM), incorporated and domiciled in Canada. The registered address
of the Company is 447 Portage Avenue, Winnipeg, Manitoba, Canada. The Company is controlled by Power Financial Corporation.
IGM Financial Inc. is a financial services company which serves the financial needs of Canadians through its principal subsidiaries, each
operating distinctly within the advice segment of the financial services market. The Company’s wholly-owned principal subsidiaries are
Investors Group Inc. and Mackenzie Financial Corporation.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The unaudited Interim Condensed Consolidated Financial Statements of the Company (Interim Financial Statements) have been
prepared in accordance with International Accounting Standard 34, Interim Financial Reporting, using the accounting policies as set out
in this note and in Note 2 to the Consolidated Financial Statements for the year ended December 31, 2017. The Interim Financial
Statements should be read in conjunction with the Consolidated Financial Statements in the 2017 IGM Financial Inc. Annual Report.
CHANGES IN ACCOUNTING POLICIES

IFRS 9 FINANCIAL INSTRUMENTS (IFRS 9)
As of January 1, 2018, the Company has adopted IFRS 9 which replaces IAS 39, Financial Instruments: Recognition and Measurement
(IAS 39). IFRS 9 was completed in three separate phases:
• Classification and measurement: This phase requires that financial assets be classified at either amortized cost or fair value on the basis
of the entity’s business model for managing the financial assets and the contractual cash flow characteristics of the financial assets.
• Impairment methodology: This phase replaces the incurred loss model for impairment of financial assets with an expected credit
loss model.
• Hedge accounting: This phase replaces the rule-based hedge accounting requirements with guidance that more closely aligns the
accounting with an entity’s risk management activities.
The Company has elected not to restate its comparative financial information for the effect of applying IFRS 9, as permitted by the
transitional provisions within IFRS 9. The cumulative impact of applying IFRS 9 has therefore been recognized as an adjustment to the
current period’s opening retained earnings and comparative information continues to be presented in accordance with IAS 39.

A total remeasurement of $49.7 million was recorded due to the reversal of discounts related to fair value losses recognized on the
loans and the capitalization of previously expensed mortgage issue costs.

PART D

Loans of $282.6 million previously classified as held for trading were reclassified to amortized cost as a result of the Company’s business
model and contractual cash flow characteristics assessment.

IGM FINANCIAL INC.

The cumulative impact relating to classification and measurement under IFRS 9 has resulted in an after tax increase to opening
retained earnings of approximately $36.3 million ($49.7 million before tax) as at January 1, 2018.

Securities of $19.9 million were reclassified from available for sale to fair value through profit or loss (FVTPL).
The Company elected to classify securities of $262.8 million at fair value through other comprehensive income (FVTOCI). This
reclassification had no impact to opening retained earnings, however under this election, unrealized gains and losses on these
investments will never be recycled through profit or loss.
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

CHANGES IN ACCOUNTING POLICIES (continued)

IFRS 9 FINANCIAL INSTRUMENTS (IFRS 9) (continued)
The Company has adopted the hedge accounting requirements of IFRS 9. As a result of the business model assessment, mortgages
previously classified as held for trading and subsequently reclassified to loans and receivables are now classified at amortized cost
when originated. The Company has therefore designated certain derivative instruments as hedging instruments to avoid an accounting
mismatch between derivative instruments and associated loans. Application of IFRS 9 hedge accounting requirements did not have a
material impact in the first quarter of 2018.
The application of the expected credit loss model did not have a material impact to the Company’s loan loss provision.

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS (IFRS 15)
As of January 1, 2018, the Company has adopted IFRS 15 which outlines a single comprehensive model for entities to use in accounting
for revenue arising from contracts with customers. The model requires an entity to recognize revenue as the goods or services are
transferred to the customer in an amount that reflects the expected consideration.
IFRS 15 outlines various criteria for the eligibility of capitalizing contract costs. Determining whether the customer is the fund or the
end investor impacts whether costs should be capitalized as a cost of obtaining a contract with a customer or whether they should be
assessed as a cost of fulfilling a contract with a customer.
To determine whether sales commissions associated with the distribution of investment funds should be capitalized, the Company
assesses whether the customer is the investment fund or the individual investor. Where it is determined that the investment fund is the
customer, contract costs are expensed as incurred. Where it is determined that the individual investor is the customer, contract costs
are capitalized and amortized over a period not exceeding seven years.
The Company has elected not to restate its comparative financial information for the effect of applying IFRS 15, as permitted by the
transitional provisions within IFRS 15. The cumulative impact of applying IFRS 15 has therefore been recognized as an adjustment
to the current period’s opening retained earnings and comparative information continues to be presented in accordance with the
Company’s accounting policies in effect as at December 31, 2017.
The cumulative impact from the Company’s application of IFRS 15 has resulted in an after tax decrease to opening retained earnings of
approximately $514.6 million ($703.5 million before tax) as at January 1, 2018.
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Capitalized sales commissions of $703.5 million were derecognized as they related to commissions paid on sales where the customer
was the investment fund. This resulted in a decrease to the Company’s Deferred income taxes liability of $188.9 million.
On January 1, 2018, Great-West Lifeco Inc. (Lifeco) also adopted IFRS 15 (Note 6). The impact from Lifeco’s application of IFRS 15
has resulted in a decrease in the Company’s investment in associates of $1.7 million and a decrease in opening retained earnings of
$1.7 million as at January 1, 2018.
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

CHANGES IN ACCOUNTING POLICIES (continued)

IFRS 15 REVENUE FROM CONTRACTS WITH CUSTOMERS (IFRS 15) (continued)
Impact of the changes in accounting policies on the Consolidated Balance Sheet:
DECEMBER 31, 2017

ADJUSTMENT DUE TO CHANGES IN :

CARRYING
CLASSIFICATION

Assets
Loans(1)

Held for trading
Loans & receivables

VALUE

286,682
7,563,191
7,849,873

Securities(1)

Available for sale
FVTPL

Investment in associates(2)
Capitalized sales commissions(2)

Liabilities & Shareholders’ Equity
Income tax payable(1)
Deferred income taxes(1)(2)
Retained earnings(1)(2)
AOCI(1)

282,756
96,940
1,551,013
767,315

8,018
463,862
3,100,775
(71,130)

JANUARY 1, 2018
CARRYING

CLASSIFICATION

MEASUREMENT

VALUE

CLASSIFICATION

–
49,729

4,110
7,895,492

FVTPL
Amortized Cost

49,729

7,899,602

–
–

262,825
116,871

(282,572)
282,572
–
(19,931)
19,931
–
–

(1,728)
(703,494)

–

(655,493)

–
–
(17)
17

6,880
(182,412)
(479,961)
–

–

(655,493)

FVTOCI
FVTPL

1,549,285
63,821

14,898
281,450
2,620,797
(71,113)

(1) Transition to IFRS 9
(2) Transition to IFRS 15

FINANCIAL INSTRUMENTS
All financial assets are initially recognized at fair value in the Consolidated Balance Sheets and are subsequently classified as measured
at fair value through profit or loss (FVTPL), fair value through other comprehensive income (FVTOCI) or amortized cost based on the
Company’s assessment of the business model within which the financial asset is managed and the financial asset’s contractual cash
flow characteristics.

PART D

Financial assets can only be reclassified when there is a change to the business model within which they are managed. Such
reclassifications are applied on a prospective basis.

IGM FINANCIAL INC.

A financial asset is measured at amortized cost if it is held within a business model of holding financial assets and collecting contractual
cash flows and those cash flows are comprised solely of payments of principal and interest. A financial asset is measured at FVTOCI if
the financial asset is held within a business model of both collecting contractual cash flows and selling the financial assets or through
an irrevocable election for equity instruments that are not held for trading. All other financial assets are measured at FVTPL. A financial
asset that would otherwise be measured at amortized cost or FVTOCI can be designated as FVTPL through an irrevocable election if
doing so eliminates or significantly reduces an accounting mismatch.

Financial liabilities are classified either as measured at amortized cost using the effective interest method or as FVTPL, which are
recorded at fair value.
Unrealized gains and losses on financial assets classified as FVTOCI as well as other comprehensive income amounts, including unrealized
foreign currency translation gains and losses related to the Company’s investment in its associates, are recorded in the Consolidated
Statements of Comprehensive Income on a net of tax basis. Accumulated other comprehensive income forms part of Shareholders’ equity.
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(continued)

SECURITIES
Securities, which are recorded on a trade date basis, are classified as either FVTOCI or FVTPL.
The Company has elected to classify equity securities held for long-term investments as FVTOCI. Unrealized gains and losses on
FVTOCI securities are recorded in Other comprehensive income and transferred directly to Retained earnings when realized without
being recorded through profit or loss. Dividends declared are recorded in Net investment income and other in the Consolidated
Statements of Earnings.
FVTPL securities are held for trading and are comprised of fixed income and equity securities and investments in proprietary investment
funds. Unrealized and realized gains and losses, dividends declared, and interest income on these securities are recorded in Net
investment income and other in the Consolidated Statements of Earnings.
LOANS
Loans are classified as either FVTPL or amortized cost, based on the Company’s assessment of the business model within which the
loan is managed.
Changes in fair value of loans measured at FVTPL are recorded in Net investment income and other in the Consolidated Statements of
Earnings. Loans measured at amortized cost are recorded net of an allowance for expected credit losses. Interest income is accounted
for on the accrual basis using the effective interest method for all loans and is recorded in Net investment income and other in the
Consolidated Statements of Earnings.
The Company applies a three-stage impairment approach to measure expected credit losses on loans: 1) On origination, an allowance
for 12-month expected credit losses is established, 2) Lifetime expected credit losses are recognized where there is a significant
deterioration of credit quality, and 3) A loan is considered credit impaired when there is no longer reasonable assurance of collection.
SALES COMMISSIONS
Commissions are paid on investment product sales where the Company either receives a fee directly from the client or where it receives
a fee directly from the mutual fund.
Commissions paid on investment product sales where the Company receives a fee directly from the client are capitalized and amortized
over their estimated useful lives, not exceeding a period of seven years. The Company regularly reviews the carrying value of capitalized
sales commissions with respect to any events or circumstances that indicate impairment. Among the tests performed by the Company
to assess recoverability is the comparison of the future economic benefits derived from the capitalized sales commission asset in relation
to its carrying value.
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All other commissions paid on investment product sales are expensed as incurred.
FUTURE ACCOUNTING CHANGES
The Company continuously monitors the potential changes proposed by the International Accounting Standards Board (IASB) and
analyzes the effect that changes in the standards may have on the Company’s operations.

IFRS 16 LEASES
The IASB issued IFRS 16 which requires a lessee to recognize a right-of-use asset representing its right to use the underlying leased
asset and a corresponding lease liability representing its obligation to make lease payments for all leases. A lessee recognizes the
related expense as depreciation on the right-of-use asset and interest on the lease liability. Short-term (less than 12 months) and
low-value asset leases are exempt from these requirements. The standard is effective for annual reporting periods beginning on or
after January 1, 2019. The impact of this standard is currently being assessed.
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NOTE 3 SECURITIES
MARCH 31, 2018

DECEMBER 31, 2017

FAIR
COST

Available for sale:
Corporate investments
Proprietary investment funds

$

Fair value through other comprehensive income
Corporate investments
Fair value through profit or loss:
Equity securities
Proprietary investment funds

$

FAIR

VALUE

$

COST

N/A

N/A

215,050
19,601

N/A

N/A

234,651

282,756

262,182

306,782

N/A

N/A

18,468
97,788

17,365
97,775

17,115
79,575

17,062
79,878

116,256

115,140

96,690

96,940

N/A

378,438

$

N/A

421,922

$

VALUE

$

331,341

$

262,825
19,931

$

379,696

FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

CORPORATE INVESTMENTS
In January 2018, the Company increased its investment in Wealthsimple by a total of $45.0 million including the conversion of a
$15.0 million loan to equity. The loan was recorded in Other assets at December 31, 2017.

NOTE 4 LOANS
CONTRACTUAL MATURITY

Amortized cost
Residential mortgages

1 YEAR
OR LESS

1–5
YEARS

$ 1,236,046

$ 6,622,245

$

DECEMBER 31
2017
TOTAL

10,983

$ 7,869,274

$ 7,563,997

781

806

7,868,493
14,814

7,563,191
286,682

$ 7,883,307

$ 7,849,873

$

806
(213)
188

$

722
(612)
696

$

781

$

806

Less: Allowance for expected credit losses
Fair value through profit or loss

The change in the collective allowance for expected credit losses is as follows:
Balance, beginning of period
Write-offs, net of recoveries
Provision for credit losses
Balance, end of period

PART D

MARCH 31
2018
TOTAL

IGM FINANCIAL INC.

OVER
5 YEARS

Total credit impaired loans as at March 31, 2018 were $4,492 (December 31, 2017 – $2,842).
Total interest income on loans was $52.0 million (2017 – $51.5 million). Total interest expense on obligations to securitization entities,
related to securitized loans, was $39.9 million (2017 – $33.2 million). Gains realized on the sale of residential mortgages totalled
$0.8 million (2017 – $2.1 million). Fair value adjustments related to mortgage banking operations totalled negative $3.9 million
(2017 – negative $1.3 million). These amounts were included in Net investment income and other. Net investment income and other
also includes other mortgage banking related items including portfolio insurance, issue costs, and other items.
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NOTE 5 SECURITIZATIONS
The Company securitizes residential mortgages through the Canada Mortgage and Housing Corporation (CMHC) sponsored National
Housing Act Mortgage-Backed Securities (NHA MBS) Program and Canada Mortgage Bond (CMB) Program and through Canadian
bank-sponsored asset-backed commercial paper (ABCP) programs. These transactions do not meet the requirements for derecognition
as the Company retains prepayment risk and certain elements of credit risk. Accordingly, the Company has retained these mortgages
on its balance sheets and has recorded offsetting liabilities for the net proceeds received as Obligations to securitization entities which
are recorded at amortized cost.
The Company earns interest on the mortgages and pays interest on the obligations to securitization entities. As part of the CMB
transactions, the Company enters into a swap transaction whereby the Company pays coupons on CMBs and receives investment
returns on the NHA MBS and the reinvestment of repaid mortgage principal. A component of this swap, related to the obligation to
pay CMB coupons and receive investment returns on repaid mortgage principal, is recorded as a derivative and had a positive fair value
of $5.4 million at March 31, 2018 (December 31, 2017 – positive $4.1 million).
Under the NHA MBS and CMB Program, the Company has an obligation to make timely payments to security holders regardless of
whether amounts are received from mortgagors. All mortgages securitized under the NHA MBS and CMB Program are insured by
CMHC or another approved insurer under the program. As part of the ABCP transactions, the Company has provided cash reserves for
credit enhancement which are recorded at cost. Credit risk is limited to these cash reserves and future net interest income as the ABCP
Trusts have no recourse to the Company’s other assets for failure to make payments when due. Credit risk is further limited to the
extent these mortgages are insured.

MARCH 31, 2018

Carrying value
NHA MBS and CMB Program
Bank sponsored ABCP
Total
Fair value

SECURITIZED
MORTGAGES

OBLIGATIONS TO
SECURITIZATION
ENTITIES

$ 4,472,063
3,129,708

$ 4,449,451
3,154,798

$

$ 7,601,771

$ 7,604,249

$

(2,478)

$ 7,615,396

$ 7,650,955

$

(35,559)

$ 4,461,926
3,076,083

$ 4,470,908
3,125,120

$

(8,982)
(49,037)

$ 7,538,009

$ 7,596,028

$

(58,019)

$ 7,649,591

$ 7,657,761

$

(8,170)

NET

22,612
(25,090)

DECEMBER 31, 2017

Carrying value
NHA MBS and CMB Program
Bank sponsored ABCP
Total

PART D
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Fair value

The carrying value of Obligations to securitization entities, which is recorded net of issue costs, includes principal payments received
on securitized mortgages that are not due to be settled until after the reporting period. Issue costs are amortized over the life of the
obligation on an effective interest rate basis.
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NOTE 6 INVESTMENT IN ASSOCIATES

LIFECO

Balance, beginning of period
As previously reported
Change in accounting policy (Note 2)

$

$

5,836
$

921,964

MARCH 31

2018

2017

TOTAL

TOTAL

CHINA AMC

901,405
30,181
(15,458)

Proportionate share of earnings(1)
Dividends received
Proportionate share of other comprehensive income (loss)
and other adjustments
Balance, end of period

903,133
(1,728)

MARCH 31

$

647,880
–

$ 1,551,013
(1,728)

647,880
7,803
–

1,549,285
37,984
(15,458)

38,842

44,678

694,525

$ 1,616,489

$

888,851
–
888,851
28,019
(14,584)
9,057

$

911,343

(1) Recorded in Proportionate share of associates’ earnings in the Consolidated Statements of Earnings.

GREAT-WEST LIFECO INC. (LIFECO)
At March 31, 2018, the Company held 39,737,388 (December 31, 2017 – 39,737,388) shares of Lifeco, which represented an equity
interest of 4.0% (December 31, 2017 – 4.0%).
CHINA ASSET MANAGEMENT CO., LTD. (CHINA AMC)
On August 31, 2017, the Company finalized its investment in China AMC which resulted in a 13.9% ownership interest at a total cost
of $638.3 million.
China AMC is an asset management company established in Beijing, China and is controlled by CITIC Securities Company Limited.
As at March 31, 2018, the Company held a 13.9% ownership interest in China AMC. The Company uses the equity method to account
for its investment in China AMC as it exercises significant influence. Significant influence arises from board representation, participating
in the policy making process, shared strategic initiatives including joint product launches and collaboration between management and
investment teams.

NOTE 7 CAPITALIZED SALES COMMISSIONS
MARCH 31
2018

85,864
(8,696)

$

1,429,042
(661,727)

$

77,168

$

767,315

MARCH 31
2018

Changes in capitalized sales commissions:
Balance, beginning of period
As previously reported
Change in accounting policy (Note 2)

$

767,315
(703,494)

Changes due to:
Sales of investment products
Amortization

$

Balance, end of period

62

MARCH 31
2017

$

726,608
–

63,821

726,608

16,275
(2,928)

81,382
(58,892)

13,347

22,490

77,168

$

PART D

$
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Cost
Less: accumulated amortization

DECEMBER 31
2017

749,098
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NOTE 8 LONG-TERM DEBT
The Company’s $150.0 million 6.58% debentures were due and repaid on March 7, 2018.

NOTE 9 SHARE CAPITAL
AUTHORIZED
Unlimited number of:
First preferred shares, issuable in series
Second preferred shares, issuable in series
Class 1 non-voting shares
Common shares, no par value
ISSUED AND OUTSTANDING
MARCH 31, 2018
STATED
VALUE

SHARES

150,000

6,000,000

240,666,131
139,776

$ 1,602,726
6,234

240,515,968
67,955

$ 1,597,208
1,961

240,805,907

$ 1,608,960

240,583,923

$ 1,599,169

SHARES

Perpetual preferred shares – classified as equity:
First preferred shares, Series B
Common shares:
Balance, beginning of period
Issued under Stock Option Plan
Balance, end of period

MARCH 31, 2017

6,000,000

$

STATED
VALUE

$

150,000

NORMAL COURSE ISSUER BID
The Company commenced a normal course issuer bid on March 20, 2017 which was effective until March 19, 2018. Pursuant to this
bid, the Company was authorized to purchase up to 12.0 million or 5% of its common shares outstanding as at February 28, 2017.
There were no common shares purchased through the normal course issuer bid during 2017 and 2018.

NOTE 10 CAPITAL MANAGEMENT

PART D
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The capital management policies, procedures and activities of the Company are discussed in the Capital Resources section of the
Company’s Management’s Discussion and Analysis contained in the First Quarter 2018 Report to Shareholders and in Note 17
to the Consolidated Financial Statements in the 2017 IGM Financial Inc. Annual Report and have not changed significantly since
December 31, 2017.
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NOTE 11 SHARE-BASED PAYMENTS
STOCK OPTION PLAN

Common share options
– Outstanding
– Exercisable

MARCH 31

DECEMBER 31

2018

2017

9,920,491
4,786,733

8,912,748
4,063,668

In the first quarter of 2018, the Company granted 1,318,390 options to employees (2017 – 1,396,455). The weighted-average fair
value of options granted during the three months ended March 31, 2018 has been estimated at $2.56 per option (2017 – $2.53) using
the Black-Scholes option pricing model. The weighted-average closing share price at the grant dates was $39.10. The assumptions
used in these valuation models include:
THREE MONTHS ENDED MARCH 31
2018

$

Exercise price
Risk-free interest rate
Expected option life
Expected volatility
Expected dividend yield

2017

39.29
2.35%
6 years
17.00%
5.73%

$

41.74
1.53%
6 years
17.00%
5.39%

Expected volatility has been estimated based on the historic volatility of the Company’s share price over six years which is reflective of
the expected option life. Options vest over a period of up to 7.5 years from the grant date and are exercisable no later than 10 years
after the grant date.

NOTE 12 ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

EMPLOYEE
BENEFITS

MARCH 31, 2018

Balance, beginning of period
As previously reported
Change in accounting policy (Note 2)

$

(132,529)
–

SECURITIES

$

(132,529)
(3,427)

Other comprehensive income (loss)

39,051
17

INVESTMENT
IN ASSOCIATES
AND OTHER

$

39,068
(2,746)

22,348
–

TOTAL

$

22,348
38,062

(71,130)
17
(71,113)
31,889

$

36,322

$

60,410

$

(39,224)

Balance, beginning of period
Other comprehensive income (loss)

$

(110,913)
(7,948)

$

8,617
988

$

19,854
19,923

$

(82,442)
12,963

Balance, end of period

$

(118,861)

$

9,605

$

39,777

$

(69,479)

MARCH 31, 2017

PART D

(135,956)
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$

Balance, end of period

Amounts are recorded net of tax.

NOTE 13 RISK MANAGEMENT
The risk management policies and procedures of the Company are discussed in the Financial Instruments Risk section of the Company’s
Management’s Discussion and Analysis contained in the First Quarter 2018 Report to Shareholders and in Note 20 to the Consolidated
Financial Statements in the 2017 IGM Financial Inc. Annual Report and have not changed significantly since December 31, 2017.
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NOTE 14 FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair values are management’s estimates and are calculated using market conditions at a specific point in time and may not reflect
future fair values. The calculations are subjective in nature, involve uncertainties and are matters of significant judgment.
All financial instruments measured at fair value and those for which fair value is disclosed are classified into one of three levels that
distinguish fair value measurements by the significance of the inputs used for valuation.
Fair value is determined based on the price that would be received for an asset or paid to transfer a liability in the most advantageous
market, utilizing a hierarchy of three different valuation techniques, based on the lowest level input that is significant to the fair value
measurement in its entirety.
Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities;
Level 2 – Observable inputs other than Level 1 quoted prices for similar assets or liabilities in active markets; quoted prices for identical
or similar assets or liabilities in markets that are not active; or inputs other than quoted prices that are observable or
corroborated by observable market data; and
Level 3 – Unobservable inputs that are supported by little or no market activity. Valuation techniques are primarily model-based.
Markets are considered inactive when transactions are not occurring with sufficient regularity. Inactive markets may be characterized by
a significant decline in the volume and level of observed trading activity or through large or erratic bid/offer spreads. In those instances
where traded markets are not considered sufficiently active, fair value is measured using valuation models which may utilize predominantly
observable market inputs (Level 2) or may utilize predominantly non-observable market inputs (Level 3). Management considers all
reasonably available information including indicative broker quotations, any available pricing for similar instruments, recent arm’s length
market transactions, any relevant observable market inputs, and internal model-based estimates. Management exercises judgment in
determining the most appropriate inputs and the weighting ascribed to each input as well as in the selection of valuation methodologies.
Fair value is determined using the following methods and assumptions:
Securities and other financial assets and financial liabilities are valued using quoted prices from active markets, when available. When
a quoted market price is not readily available, valuation techniques are used that require assumptions related to discount rates and
the timing and amount of future cash flows. Wherever possible, observable market inputs are used in the valuation techniques.
Loans classified as Level 2 are valued using market interest rates for loans with similar credit risk and maturity.
Loans classified as Level 3 are valued by discounting the expected future cash flows at prevailing market yields.
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Obligations to securitization entities are valued by discounting the expected future cash flows at prevailing market yields for
securities issued by these securitization entities having similar terms and characteristics.
Deposits and certificates are valued by discounting the contractual cash flows using market interest rates currently offered for
deposits with similar terms and credit risks.
Long-term debt is valued using quoted prices for each debenture available in the market.
Derivative financial instruments are valued based on quoted market prices, where available, prevailing market rates for instruments
with similar characteristics and maturities, or discounted cash flow analysis.
Level 1 financial instruments include exchange-traded equity securities and open-end investment fund units and other financial
liabilities in instances where there are quoted prices available from active markets.
Level 2 assets and liabilities include fixed income securities, loans, derivative financial instruments, deposits and certificates and longterm debt. The fair value of fixed income securities is determined using quoted market prices or independent dealer price quotes. The
fair value of derivative financial instruments and deposits and certificates are determined using valuation models, discounted cash flow
methodologies, or similar techniques using primarily observable market inputs. The fair value of long-term debt is determined using
indicative broker quotes.
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NOTE 14 FAIR VALUE OF FINANCIAL INSTRUMENTS

(continued)

Level 3 assets and liabilities include securities with little or no trading activity valued using broker-dealer quotes, loans, other financial
assets, obligations to securitization entities and derivative financial instruments. Derivative financial instruments consist of principal
reinvestment account swaps which represent the component of a swap entered into under the CMB Program whereby the Company
pays coupons on Canada Mortgage Bonds and receives investment returns on the reinvestment of repaid mortgage principal. Fair value
is determined by discounting the projected cashflows of the swaps. The notional amount, which is an input used to determine the
fair value of the swap, is determined using an average unobservable prepayment rate of 15% which is based on historical prepayment
patterns. An increase (decrease) in the assumed mortgage prepayment rate increases (decreases) the notional amount of the swap.
The following table presents the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the
fair value hierarchy. The table distinguishes between those financial instruments recorded at fair value and those recorded at amortized
cost. The table also excludes fair value information for financial assets and financial liabilities not measured at fair value if the carrying
amount is a reasonable approximation of fair value. These items include cash and cash equivalents, accounts and other receivables,
certain other financial assets, accounts payable and accrued liabilities, and certain other financial liabilities.
FAIR VALUE
CARRYING VALUE

LEVEL 1

LEVEL 2

LEVEL 3

TOTAL

MARCH 31, 2018

Financial assets recorded at fair value
Securities
– FVTOCI
– FVTPL
Loans
– FVTPL
Derivative financial instruments
Financial assets recorded at amortized cost
Loans
– Amortized cost
Financial liabilities recorded at fair value
Derivative financial instruments
Other financial liabilities
Financial liabilities recorded at amortized cost
Deposits and certificates
Obligations to securitization entities
Long-term debt

$

306,782
115,140

$

–
113,854

$

–
605

$

306,782
681

$

306,782
115,140

14,814
28,415

–
–

14,814
15,067

–
13,348

14,814
28,415

7,868,493

–

264,525

7,615,396

7,879,921

33,967
9,913

–
9,840

26,043
73

7,924
–

33,967
9,913

473,133
7,604,249
2,025,000

–
–
–

473,475
–
2,315,208

–
7,650,955
–

473,475
7,650,955
2,315,208

DECEMBER 31, 2017

282,756
96,940

$

19,931
95,390

$

–
889

$

262,825
661

$

282,756
96,940

286,682
35,692

–
–

286,682
22,879

–
12,813

286,682
35,692

7,563,191

–

25,917

7,649,591

7,675,508

28,444
9,262

–
9,146

19,726
116

8,718
–

28,444
9,262

504,996
7,596,028
2,175,000

–
–
–

505,486
–
2,470,182

–
7,657,761
–

505,486
7,657,761
2,470,182
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Financial assets recorded at fair value
Securities
– Available for sale
– Held for trading
Loans
– Held for trading
Derivative financial instruments
Financial assets recorded at amortized cost
Loans
– Loans and receivables
Financial liabilities recorded at fair value
Derivative financial instruments
Other financial liabilities
Financial liabilities recorded at amortized cost
Deposits and certificates
Obligations to securitization entities
Long-term debt
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NOTE 14 FAIR VALUE OF FINANCIAL INSTRUMENTS

(continued)

There were no significant transfers between Level 1 and Level 2 in 2018 and 2017.
The following table provides a summary of changes in Level 3 assets and liabilities measured at fair value on a recurring basis.
GAINS/(LOSSES)
GAINS/
(LOSSES)
BALANCE
JANUARY 1

INCLUDED IN
OTHER

PURCHASES

INCLUDED IN COMPREHENSIVE
NET EARNINGS(1)

AND

INCOME (2)

ISSUANCES

SETTLEMENTS

TRANSFERS

BALANCE

IN/OUT

MARCH 31

MARCH 31, 2018

Assets
Securities
– FVTOCI
– FVTPL
Derivative financial
instruments, net

$

262,825
661

$

4,095

–
20

$

(2,685)

(3,175)
–

$

–

47,132
–

$

194

–
–

$

3,820

–
–

$

–

306,782
681
5,424

MARCH 31, 2017

Assets
Securities
– Available for sale
– Held for trading
Liabilities
Derivative financial
instruments, net

$

151,949
1,438

$

23,055

–
(101)

$

(3,502)

962
–

–

$

420
–

$

36

–
–

$

4,207

–
–

$

–

153,331
1,337

22,386

(1) Included in Net investment income in the Consolidated Statements of Earnings.
(2) Available for sale securities – Included in net unrealized gains (losses) in the Consolidated Statements of Comprehensive Income.

NOTE 15 EARNINGS PER COMMON SHARE
THREE MONTHS ENDED MARCH 31
2018

PART D

IGM FINANCIAL INC.

Earnings
Net earnings
Perpetual preferred share dividends
Net earnings available to common shareholders

$

187,751
2,213

$

179,332
2,213

$

185,538

$

177,119

Number of common shares (in thousands)
Weighted average number of common shares outstanding
Add: Potential exercise of outstanding stock options(1)
Average number of common shares outstanding – Diluted basis
Earnings per common share (in dollars)
Basic
Diluted

2017

$
$

240,759
322

240,542
275

241,081

240,817

0.77
0.77

$
$

0.74
0.74

(1) Excludes 720 thousand shares in 2018 related to outstanding stock options that were anti-dilutive (2017 – 962 thousand).
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NOTE 16 SEGMENTED INFORMATION
The Company’s reportable segments are:
• Investors Group
• Mackenzie
• Corporate and Other
These segments reflect the Company’s internal financial reporting and performance measurement. In 2017, the Company announced
the combination of investment management functions of Investors Group and Mackenzie resulting in the formation of a single global
investment management organization. As a result, the Company has changed the methodology used to charge its segments the costs
associated with the single investment management function to better align it with internal reporting.
Investors Group earns fee-based revenues in the conduct of its core business activities which are primarily related to the distribution,
management and administration of its investment funds. It also earns fee revenues from the provision of brokerage services and the
distribution of insurance and banking products. In addition, Investors Group earns intermediary revenues primarily from mortgage
banking and servicing activities and from the assets funded by deposit and certificate products.
Mackenzie earns fee-based revenues from services it provides as fund manager to its investment funds and as investment advisor to
sub-advisory and institutional accounts.
Corporate and Other includes Investment Planning Counsel, equity income from its investment in Lifeco and China AMC (Note 6), net
investment income on unallocated investments, other income, and also includes consolidation elimination entries.
2018
INVESTORS
GROUP

THREE MONTHS ENDED MARCH 31

Revenues
Management fees
Administration fees
Distribution fees
Net investment income and other
Proportionate share of associates’ earnings

$

Expenses
Commission
Non-commission

$

175,930
24,882
2,066
(174)
–

$

19,864
4,611
47,936
4,047
37,984

TOTAL

$

492,502

202,704

114,442

809,648

164,758
144,726

75,273
85,830

46,067
22,589

286,098
253,145

309,484

161,103

68,656

539,243

45,786

270,405

183,018

$

41,601

$

Earnings before income taxes
Income taxes

240,141
52,390

Net earnings
Perpetual preferred share dividends

187,751
2,213
$

Net earnings available to common shareholders

PART D

30,264

Interest expense

68

556,601
107,534
93,320
14,209
37,984

IGM FINANCIAL INC.

$

Earnings before undernoted

360,807
78,041
43,318
10,336
–

CORPORATE
AND OTHER

MACKENZIE

185,538

Identifiable assets
Goodwill

$ 8,855,206
1,347,781

$ 1,203,987
1,168,580

$ 2,976,020
143,906

$ 13,035,213
2,660,267

Total assets

$ 10,202,987

$ 2,372,567

$ 3,119,926

$ 15,695,480
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NOTE 16 SEGMENTED INFORMATION

(continued)

2017
INVESTORS
GROUP

THREE MONTHS ENDED MARCH 31

Revenues
Management fees
Administration fees
Distribution fees
Net investment income and other
Proportionate share of associates’ earnings

$

Expenses
Commission
Non-commission

Earnings before undernoted

$

341,071
79,868
57,108
18,026
–

CORPORATE
AND OTHER

MACKENZIE

$

171,761
24,400
2,339
80
–

$

14,869
4,696
45,813
1,651
28,019

TOTAL

$

496,073

198,580

95,048

789,701

169,556
147,759

74,585
82,526

45,166
16,616

289,307
246,901

317,315

157,111

61,782

536,208

33,266

253,493

178,758

$

41,469

$

Interest expense

26,787

Earnings before income taxes
Income taxes

226,706
47,374

Net earnings
Perpetual preferred share dividends

179,332
2,213

Net earnings available to common shareholders

$

177,119

Identifiable assets
Goodwill

$ 9,491,761
1,347,781

$ 1,300,493
1,168,580

$ 2,713,604
143,906

$ 13,505,858
2,660,267

Total assets

$ 10,839,542

$ 2,469,073

$ 2,857,510

$ 16,166,125

IGM FINANCIAL INC.

PART D

527,701
108,964
105,260
19,757
28,019
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PRESENTATIONOFRESULTSINACCORDANCEWITHIFRS
    ǣ
ȏ Ȑ
ȏȐ





March31,
2018

 ͵ͳǡ
ʹͲͳ

 

 









1,520.8
(1,377.2)
(0.5)

ͳǡʹͺͲǤͻ
ȋͳǡͳͷʹǤͻȌ
ͳ͵ͻǤͶ

Operatingprofit(loss)





143.1

ʹǤͶ

Ǧ
  

  











95.8
(44.4)
(47.5)
14.2

ͺͺǤͷ
ȋʹͺǤͻȌ
ȋ͵ͺǤͳȌ
ͳǤͶ

ConsolidatednetprofitȏǦ Ȑ





161.2

ʹͻͲǤ͵

Ǧ 
AttributabletoPargesashareholdersȏȐ







(100.6)
60.6

ȋͳͷǤȌ
ͳʹͶǤ

BasicearningspershareattributabletoPargesashareholders[SF]





0.72

1.47

  ȏȐ





84,665

ͺͶǡͷͻ

̀Ȁ  





1.165

ͳǤͲͻ

            ǡ  
 Ǥ
   
  ʹ Ǥ       ǡ   
    ͻ         ͵ͳǡ ʹͲͳ     
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ECONOMIC PRESENTATION OF PARGESA’S FINANCIAL RESULTS
    ǡ  
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ǡ   Ǥ
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  ǡ   ͵ͳǡʹͲͳͺ ǣ
ȏ Ȑ
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Contribution from the portfolio to operating income

March 31,
2018

 ͵ͳǡ
ʹͲͳ







Consolidated shareholdings (full consolidation or equity accounting):

 





31.2
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Non-consolidated:
 





49.6
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(3.9)

ͷǤ

Contribution from the portfolio to operating income
per share [SF]



76.9
0.91

ͳʹͺǤʹ
1.51

  





(6.5)
(8.6)

ȋʹǤͺȌ
ȋǤȌ

Economic operating income
per share [SF]



61.8
0.73

ͳͳǤͺ
1.39

Ǧ 
Ǧ   




(1.2)
Ȃ

ȋʹǤͲȌ
ͺǤͺ

Net income
per share [SF]



60.6
0.72

ͳʹͶǤ
1.47

ȏȐ



84,665

ͺͶǡͷͻ

̀Ȁ  



1.165

ͳǤͲͻ




   ǡǤ  ʹͲͳͺǡ
̀Ȁ  ͳǤͳͷǡ ͳǤͲͻʹͲͳǡ ͻǤͲΨǤ


PCC_QUAT1_Eng05_PAR_2018-05-09_v1.indd E9

PART E

PARGESA HOLDING SA

P OW E R C O R P O R AT I O N O F C A N A DA  —  F I R S T Q UA R T E R R E P O R T 2 0 1 8

E 9

18-05-09 10:38 PM
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NET F INA NC IA L INC OME A ND EXPENS ES
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        Ǥ ǯ       
Ǧ ͲǤʹʹͲͳͺǡ Ǧ ͳǤͻʹͲͳǢ
 ǯ                ȋ 
Ȍ         Ǥ ǯ     
    ͳǤ͵       ʹͲͳͺǡ    ͻǤ͵      
ʹͲͳǤ
               ʹͲͳ   Ǧ ͶǤ͵   
                
  ʹͲͳǤ
GENERA L EX PENSES AND TAXES

        ǯ         
 Ǥ
NON-OPERATING INCOME (LOSS)

Ǧ       ǯ   ǯ Ǧ
ǡ ǡ ǡǦ̀͵ǤʹͲͳͺȋǦ̀Ǥͷ
ʹͲͳȌǤ
 Ǧ ʹͲͳͺȋ
ʹͲͳͺ ǡȌǤ
Ǧ   ʹͲͳͺǤ
ʹͲͳǡǦ    ͺǤͺǡ
                     
ȋ  ȌǤ
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NET ASSET VALUE
ǯȋǦȌ ͵ͳǡ
ʹͲͳͺǤ         ǡ   ǡ       ȋ 
ǯ  Ȍǡǡǯǡ 
 Ǥ   
        ǡ           
ȋȌǤ
ǯ        ͳ͵ͲǤ͵    ͵ͳǡ ʹͲͳͺ ȋ ͳʹͺǤʹ    ͵ͳǡʹͲͳȌǡ  ͳǤΨ
ʹͲͳͺȋ ͲǤΨ̀Ǥ ȌǤ
ǣ
Net asset value of Pargesa
 ͵ͳǡʹͲͳͺ

ȏ ǡ Ȑ
ȏȐ

Listed companies:


 
  
 
 





Other investments:


Total portfolio

 ȋȌȋʹȌ

Ψ
 ȋͳȌ

Ψ
 
ȋͳȌ

ͷ͵Ǥͺ
Ǥͷ
Ǥͷ
ͻǤͶ
ͳǤ
ͳǤͻ
ͲǤ
Ǥ
ʹͲǤͲ
ͷǤ͵
ʹͳǤʹ

ʹǤͻ
͵Ǥͺ
͵Ǥͺ
ͶǤ
ͺǤ͵
ͺǤͷ
ͲǤ͵
͵Ǥ͵
ͳͲǤͲ
ʹǤ
ͳͲǤ

  
Ƭ

ͺǤͻ ̀
ͳͻǤ ̀
ͳ͵ͷǤ͵ ̀
ͶͶǤ͵ ̀
ʹǡ͵Ͷͺ 
ͶʹǤͻ ̀
ͶǤͳ ̀
ͳǤͲ ͉
ʹͳǤ ̀
͵ͶǤ ̀
ͳʹǤͺ ̀

Ǧ
 




Ψ



ͳǡͻͻͳ
ͳǡͺͳͺ
ͳǡͷͺͷ
ͳǡͶͻ͵
ͳǡͶͺͺ
ͳǡͲͷͷ
ͶͶͲ
͵ͳͷ
ʹͳͲ
ʹͲ
ͳʹͻ

ͷͷ
ʹͶ
ͳͳǡ͵ͳͻ
ʹͻͺ
ȋͷͺͶȌ

ͷ
Ȃ
ͳͲʹ
͵
ȋͷȌ

ͳͺ
ͳ
ͳͶ
ͳͶ
ͳ͵
ͳͲ
Ͷ
͵
ʹ
ʹ
ͳ

Net asset value







ͳͳǡͲ͵͵

ͳͲͲ

Net asset value per share







130.3



Share price Pargesa





84.7



̀Ȁ  





ͳǤͳͺ





ȋͳȌ

Ψ Ψ  ǢΨ  ǯ
ȋͷͲΨȌΨ  Ǥ

ȋʹȌ

 ǯ ǯǤ

            ǯ Ǥ    ͳ͵Ǥͻ   
ʹǡʹͲͳͺǤ
ǯ  ͺͶǤ ͵ͳǡʹͲͳͺǡʹͲͳǤ
ʹǡʹͲͳͺǡ   ͻ͵ǤǤ
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Corporate Information
Power Corporation of Canada
751 Victoria Square
Montréal, Québec, Canada H2Y 2J3
514-286-7400
1-800-890-7440
161 Bay Street, Suite 5000
Toronto, Ontario, Canada M5J 2S1
416-607-2250

www.powercorporation.com
This document is also available on the Corporation’s website

T R A N S F E R AG E N T A N D R EG I S T R A R

and on SEDAR at www.sedar.com.
Computershare Investor Services Inc.

S TO C K L I S T I N G S

Offices in:

Shares of Power Corporation of Canada are listed on the

Vancouver, British Columbia

Toronto Stock Exchange:

www.investorcentre.com

Montréal, Québec; Toronto, Ontario;

Subordinate Voting Shares: POW
Participating Preferred Shares: POW.PR.E
First Preferred Shares, 1986 Series: POW.PR.F
First Preferred Shares, Series A: POW.PR.A
First Preferred Shares, Series B: POW.PR.B
First Preferred Shares, Series C: POW.PR.C
First Preferred Shares, Series D: POW.PR.D
First Preferred Shares, Series G: POW.PR.G

S H A R E H O L D E R S E RV I C E S
Shareholders with questions relating to the payment of
dividends, change of address, share certificates, direct registration
and estate transfers should contact the Transfer Agent:
Computershare Investor Services Inc.
Shareholder Services
100 University Avenue, 8th Floor
Toronto, Ontario, Canada M5J 2Y1
Telephone: 1-800-564-6253 (toll-free in Canada and the U.S.)
or 514-982-7555
www.computershare.com

Power Corporation of Canada is
recognized as an Imagine Canada
Caring Company for leadership
and excellence in community
investment.

To learn more about the organizations we support, visit

www.PowerCorporationCommunity.com
The Caring Company Program Trustmark is a mark of Imagine Canada used
under licence by Power Corporation of Canada.
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