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CHAPTER 1 - PURPOSE OF THE INVESTMENT POLICY 
 

 

This investment policy concerns the assets of the three Steelworkers Diversified Funds 

administered by the Steelworkers Benefits Committee (SBC). They are the “Balanced Fund,” the 

“Conservative Fund” and the “Aggressive Fund,” with different degrees of risk and return 

expectations. 

 

The aim sought in developing the investment policy for each of the three Steelworkers Diversified 

Funds is to achieve an optimal return on assets under management within the risk and 

diversification parameters described in this policy. The investment policy promotes consistency in 

the actions of the various parties involved and provides an effective framework for relations 

between the SBC, the custodian/administrator/insurer, the managers and the asset management 

consultant (actuarial firm). 

 

The spirit of this investment policy (including the investment policies of the Pooled Funds in 

Appendix IV) must meet the standards set by the supervisory authorities. Although largely inspired 

by the relevant laws, regulations and interpretations, it does not reproduce them in their entirety, 

meaning that investments must not only be made in accordance with the provisions of this 

investment policy, but also in compliance with applicable standards. For pension plans registered 

in Quebec, the applicable standards are defined in Section II of Chapter XI of the Quebec 

Supplemental Pension Plans Act (SPPA) and by the Income Tax Act and its administrative rules. 
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Thus, for plans subject to the SPPA,1 the trustees of these plans must adopt an investment policy, 

giving particular consideration to the type of pension plan and its characteristics and financial 

obligations, pursuant to section 169 of the SPPA. The minimum content of an investment policy 

is set out in section 170 of the SPPA. 

 

For capital accumulation plans (RRSPs, defined contributions, etc.), whether or not they are 

exempt from the provisions of the SPPA, this investment policy must also comply with “Guideline 

No. 3, Guidelines for Capital Accumulation Plans” approved by the Canadian Association of 

Pension Supervisory Authorities (CAPSA), the Canadian Council of Insurance Regulators (CCIR) 

and the Canadian Securities Administrators (CSA). These guidelines are reproduced in 

Appendix VII. 

 

SBC members and members of the various other pension programs investing in the Steelworkers 

Diversified Funds, including pension committees, and their delegates must act with the care, 

diligence and competence that a reasonable person would exercise in similar circumstances and 

apply the useful knowledge or skills that they have or ought to have taking into account their 

profession or business. They must act honestly and loyally in the best interests of the participants 

or beneficiaries. They may not exercise their powers for their own benefit or for that of a third 

party and may not place themselves in a situation of conflict between their personal interests and 

the duties of their office. 

 

This version of the policy comes into effect on December 31, 2021. Various amendments were 

adopted in the past, each of which is summarized in the table below. 

  

 
1 Defined benefit plans and defined contribution plans. 
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Amendment  
date 

Amendment 

December 1, 1999 Creation of the Steelworkers Balanced Fund. 
Natcan balanced mandate. 

December 1, 2004 Creation of the Conservative (“Conservateur”) and Aggressive 
(“Agressif”) Funds. 
Start of business relationship with Industrial Alliance.  
End of mandate with Natcan.  
End of U.S. and international equity mandates in favour of a global equity 
mandate. 

October 1, 2007 Reduction of weighting in Canadian equities in favour of global equities. 
October 1, 2008 Reintroduction of U.S. and international equity mandates. 
July 5, 2012 Implementation of a new management structure (details in Appendix III): 

- Bonds: A 50% reduction in the Industrial Alliance mandate. An 
index mandate is in turn awarded to TDAM; 

- Canadian equities: end of mandates for Natcan and McLean 
Budden. New mandate for Industrial Alliance; 

- U.S. equities: end of McLean Budden’s mandate. The U.S. equity 
mandate is integrated into a foreign equity mandate; 

- International equities: end of Hexavest’s mandate. The 
international equity mandate is integrated into a foreign equity 
mandate; 

- Global equities: new mandate for Hexavest (MSCI World); 
- Global equities: new mandate for Black Rock (MSCI ACWI 

Index). 
End of tactical allocation mandate at Industrial Alliance. 
Implementation of a dynamic currency hedging strategy. 
Significant revision of the entire wording of the investment policy. 

November 14, 
2013 

Change in currency hedging wording (quarterly instead of monthly). 
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April 1, 2017 Change in names of the Steelworkers Diversified Funds: 
- Diversified Balanced Fund; 
- Diversified Conservative (“Prudent”) Fund (formerly 

“Conservateur”); 
- Diversified Growth Fund (formerly “Agressif”). 

Implementation of a new management structure (details in Appendix III): 
- Obligations: End of TDAM’s index mandate. A “Core Plus” 

mandate is awarded to PH&N (balanced and conservative); 
- A commercial mortgage mandate is awarded to Addenda Capital 

(balanced, conservative and growth); 
- Canadian equities: Industrial Alliance’s dividend mandate is 

replaced by TDAM’s low-volatility mandate (balanced and 
conservative) and Fidelity’s focused mandate (balanced and 
growth); 

- Global equities: new mandate for Mawer (balanced and growth); 
- All-country equities: new low-volatility mandate awarded to 

TDAM (conservative); 
- A U.S. real estate mandate is awarded to Bentall Kennedy through 

its MEPT/Edgemoor Fund (balanced and conservative). 
April 3, 2018 Investment in AlphaFixe’s Green Bond Fund, with 4% in the Balanced 

and Conservative Funds and 2.5% in the Aggressive Fund. 
Change in name of the Steelworkers Growth Fund to Aggressive 
(“Audacieux”). 

October 1, 2018 End of Hexavest’s mandate in global equities: 
- New global equity mandate awarded to Fiera Capital with partial 

dynamic currency hedging. 
November 29, 
2019 

Investment in Addenda’s Impact Bond Fund, with 3.25% in the Balanced 
and Conservative Funds and 2.0% in the Aggressive Fund. 

September 16, 
2021 

End of BentallGreenOak’s mandate in U.S. real estate. 
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November 17, 
2021 

New allocations to global real estate and global infrastructure: 
- 12.5%/12.5% for the Balanced Fund 
- 12.5%/12.5% for the Conservative Fund 
- 5.0%/5.0% for the Aggressive Fund 

The target portfolios of the three diversified funds are modified to reflect 
the addition of these new asset classes. 
The global real estate mandate is awarded to UBS (GREFS). 
The global infrastructure mandate is awarded to UBS (FRIM). 

March 31, 2024 End of GPTD’s mandates in Canadian Equity Low Volatility (replaced 
by Fiera Capital) and ACWI Equity Low Volatility (replaced by 
Blackrock Index). 
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CHAPTER 2 - PLAN TYPES AND BASIC INFORMATION 
 

 

The three Steelworkers Diversified Funds are available for several types of plans. The main types 

are capital accumulation plans, that is, either group RRSPs or defined contribution pension plans. 

The table below shows the breakdown by plan type at December 31, 2021.  

 

 

Type de régime2
Nombre de 

régimes
Nombre de 
participants

RPA-CD 5 902 57 789 012 $ 23,03%
REER 92 4035 64 895 855 $ 25,87%
RRS 19 1130 43 537 802 $ 17,35%
Non-enregistré (caisse globale) 13  n/d 4 161 000 $ 1,66%
Non-enregistré (caisse individuelle) 6 345 777 864 $ 0,31%
RPA-PD 4 n/d 37 569 658 $ 14,98%
RPDB 4 311 6 168 450 $ 2,46%
CRI 27 321 16 229 416 $ 6,47%
FRV/FERR 16 181 16 855 839 $ 6,72%
CELI 8 88 2 890 905 $ 1,15%
Total 194 7313 250 875 801 $ 100%
2: Voir l'annexe VI pour la définition des termes.

Actifs sous gestion
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CHAPTER 3 - SHARING OF RESPONSIBILITIES 
 

 

The main responsibilities of the various parties involved in the administration and management of 

the assets in the Steelworkers Diversified Funds are as follows: 

 

SBC 

 

 Draft, adopt and monitor the application of an investment policy; 

 

 Review this investment policy annually; 

 

 Share the investment policy with the custodian/administrator/insurer and asset 

management consultant (actuarial firm); 

 

 Select a custodian/administrator/insurer for the Steelworkers Diversified Funds; 

 

 Select managers to manage the assets of the Steelworkers Diversified Funds; 

 

 Meet with the asset management consultant by invitation; 

 

 Meet with the custodian/administrator/insurer at least twice a year; 

 

 Arrange two meetings a year for pension program managers who invest in the Steelworkers 

Diversified Funds. 

 

To fulfil its mandate, the SBC may delegate certain responsibilities to external resources. 
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Managers 

 

For management with pooled funds, managers must: 

 

 Provide the SBC with a statement of investment policies and objectives for each pooled 

fund; 

 

 Provide prompt notification, prior to implementation, of any changes to this statement; 

 

 Ensure that policies comply with relevant legislation; 

 

 Every six months, provide the SBC with a certificate of compliance with the investment 

policy and the CFA Institute Code of Ethics and Standards of Professional Conduct with 

regard to the management carried out through their pooled funds;  

 

 In the event of any conflict with this investment policy, the investment policies of the 

pooled funds will prevail; 

 

 Meet with the SBC on request. 

 

For segregated management, managers must: 

 

 Fulfil the mandate entrusted to them by the SBC, in accordance with the provisions of this 

policy, their management mandate, their management agreement and the relevant legislation 

applicable to a portfolio manager; 

 

 Submit a monthly copy of portfolios with all the securities held and monthly performance; 

 Every three months, provide the SBC with a certificate of compliance with the investment 

policy and the CFA Institute Code of Ethics and Standards of Professional Conduct with 
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regard to the management carried out, as measured at the end of each month of the 

completed quarter; 

 

 Inform the SBC in writing of any new developments affecting their firm and services, 

including any movements in professional staff (analysts and asset managers), any change 

in management philosophy or style, and any cases where the development or changes are 

likely to be material; 

 

 Attend (by invitation) an SBC meeting at least once a year; 
 

 Notify the SBC in writing as soon as possible of any element of the investment policy that 

could restrict performance or hinder the achievement of the portfolio manager’s objectives. 
 

 

Custodian/administrator/insurer 
 

Industrial Alliance’s main mandate is to: 
 

 Provide services related to the administration of plans (contracts) that invest in the Funds 

offered by the SBC; 
 

 Fulfil contractual obligations diligently; 

 

 Keep custody of securities; 
 

 Take care of payments and receipts on instruction from contract holders, participants or the 

SBC; 

 Invest cash according to the default guidelines dictated in the contract;  

 

 Pay benefits as instructed by pension plans or participants; 
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 Inform the SBC of any changes affecting a management firm that manages assets in the 

Steelworkers Funds offered on the insurer’s platform (retirement, death of a key manager, 

transfer of ownership, etc.); 

 

 Provide the SBC with a copy of the enrolment form and the contract between the insurer 

and the pension program investing in the Steelworkers Diversified Funds;  

 

 On an ongoing basis, rebalance the asset allocation in each Steelworkers Diversified Fund 

in accordance with the investment policy; 

 

 Produce monthly financial reports showing Steelworkers Fund assets and cash flows, 

ensuring the accuracy of the results produced; 

 

 Collaborate, at the SBC’s request, in updating the investment policy; 

 

 Meet with the SBC every six months to: 

• Present short-, medium- and long-term asset allocation strategies (as applicable) 
and a review of the economic conditions and expectations; 

• Review the performance of pooled funds managed by the insurer and in which the 
Steelworkers Diversified Funds invest; 

• Present new management products and their potential contribution to the 
achievement of investment objectives; 

• Suggest changes to the investment policy that would benefit the “Steelworkers 
Funds”; 

 Prepare a quarterly report covering notably plan administration, the performance of the 

Fund or Funds managed by the insurer’s managers, and a review of the stock and bond 

markets; 
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 Provide semi-annual certificates of compliance for the underlying managers’ pooled 

funds;  

 

 Provide the SBC with an annual certificate from the auditors of the underlying funds. 

 

 

Asset management consultant (actuarial firm) 

 

 Assist the SBC in reviewing the investment policy; 

 

 Assist the SBC in selecting managers; 

 

 Assist the SBC in selecting the custodian/administrator/insurer; 

 

 Produce a quarterly performance report for the three Steelworkers Diversified Funds 

according to the model agreed upon between the parties; 

 

 Notify the SBC quarterly, as necessary, if a change in the currency hedging level is 

required; 

 

 Carry out any other mandate entrusted to by the SBC. 
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CHAPTER 4 - CREATION OF TARGET PORTFOLIOS 
 

 

One of the most important aspects of an investment policy is the creation of a target portfolio. In 
the case of this policy, the target portfolios of the three Steelworkers Diversified Funds were 
created using a study based on the efficient portfolio technique, which consists in determining a 
set of optimal portfolios at different risk levels. These portfolios are called “optimal” because they 
produce the maximum possible return for a minimum level of risk. Risk is measured by the 
standard deviation (or volatility) of returns. 
 
Various economic and financial assumptions must be used when applying this technique, including 
average expected return and return volatility by asset class, as well as the correlation of returns 
between different asset classes. The selected assumptions are presented in Appendix I of the 
policy. 
 
A risk and return analysis was carried out for each of the efficient portfolios generated. Various 
statistical risk and return measures were calculated: 
 

 Average expected return and volatility (i.e. standard deviation) of return; 
 

 Sharpe ratio, that is, a measure of the portfolio’s excess return per unit of risk. The excess 
return corresponds to the portfolio’s return minus the risk-free rate (i.e. Treasury bills); 

 

 Value at Risk (VaR), a measure of the portfolio’s potential loss (in %) based on a 
probability of 1% and 5%; 

 

 Probability of not achieving a 0% return. 
 
The results of these various measures are shown in Appendix II. The target portfolios selected 
following this analysis are presented in the next chapter. 
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CHAPTER 5 - TARGET PORTFOLIOS, VALUE-ADDED OBJECTIVES AND 
CURRENCY HEDGING 

 

 

Target portfolios 
 

Based on the methodology presented in Chapter 4 and the risk-return analysis derived therefrom, 
the target portfolios selected are as follows: 

 

 
 
Portfolio building is the responsibility of managers, who must take into account the legal standards 
applicable to portfolio managers and act in accordance with the provisions of this investment 
policy and their management mandate.  
 

Managers who make an investment that does not comply with the law applicable to portfolio 
managers, the investment policy and their management mandate assume full responsibility for any 
resulting losses and release the SBC members from this responsibility. 

Obligations univers FTSE Canada Univers 12,75% 34,25% 8,50%

Investissement Impact FTSE Canada Univers 2,25% 3,25% 1,50%

Hypothèques commerciales FTSE Canada court terme 10,00% 17,50% 10,00%

Actions canadiennes S&P / TSX Composé 22,50% 10,00% 35,00%

Actions mondiales MSCI Monde net ($CA) 18,50% 5,00% 26,00%

Actions tous pays (ACWI) MSCI ACWI net ($CA) 9,00% 5,00% 9,00%

Immobilier mondial IPC + 4,5 % 12,50% 12,50% 5,00%

Infrastructure mondiale Rendement net annuel de 7,5 % (local) 12,50% 12,50% 5,00%

Total 100,00% 100,00% 100,00%

Portefeuilles cible - Fonds diversifiés Métallos

Catégories d'actif Indices de référence (rendement total)
Fonds 

Équilibré 
FU850

Fonds 
Prudent 
FU849

Fonds 
Audacieux 

FU851
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Since the Steelworkers Diversified Funds are actively managed, the asset mix may deviate from 
these target portfolios, within the limits specified in the table above, and thus add value. 
 
Value-added objectives 

 

If the managers do not achieve an annualized return in line with the objectives set out below over 

rolling four-year periods, the SBC will determine whether management should be entrusted to 

other investment firms. 

  

Obligations univers FTSE Canada Univers 0,50%

Investissement Impact FTSE Canada Univers 0,50%

Hypothèques commerciales FTSE Canada court terme 1,00%

Actions canadiennes S&P / TSX Composé 1,00%

Actions mondiales MSCI Monde net ($CA) 1,50%

Actions tous pays (ACWI)1 MSCI ACWI net ($CA) 0,00%

Immobilier mondial IPC + 4,5 % 0,00%

Infrastructure mondiale Rendement net annuel de 7,5 % (local) 0,00%

Fonds diversifié équilibré FU850 0,62%
Fonds diversifié prudent FU849 0,56%
Fonds diversifié audacieux FU851 0,89%

Objectifs de valeur ajoutée - Fonds diversifiés Métallos

Catégories d'actif Indices de référence (rendement total) Objectifs de 
VA
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Currency hedging 
 
This investment policy provides for the foreign equity component to be hedged against currency 
risk. Currency hedging is used to reduce the magnitude of returns (both upside and downside) 
compared to a non-hedging or full hedging strategy. To optimize currency hedging, this will 
depend on the level of the Canadian dollar against a basket of five currencies.2 The following table 
shows the parameters within which currency hedging will be managed. 

 
 

 
2 U.S. dollar, euro, pound, yen, Australian dollar. 

130 et plus 0,0% 0,0%

De 120 à 129,999 33,0% 10,5%

De 110 à 119,999 60,0% 19,1%

De 100 à 109,999 80,0% 25,5%

Moins de 100 100,0% 31,8%

130 et plus 0,0% 0,0%

De 120 à 129,999 33,0% 16,5%

De 110 à 119,999 60,0% 30,0%

De 100 à 109,999 80,0% 40,0%

Moins de 100 100,0% 50,0%

Couverture de devises - Fonds diversifié prudent

Couverture de devises - Fonds diversifié équilibré
Valeur du panier de devises (en 

$ can) à la fin du mois (*)
Niveau de couverture de Fiera 

Capital
Niveau de couverture totale en 

actions étrangères

Valeur du panier de devises (en 
$ can) à la fin du mois (*)

Niveau de couverture de Fiera 
Capital

Niveau de couverture totale en 
actions étrangères
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Since the manager specializing in global equities (Fiera Capital) offers currency hedging through 
its pooled fund, this investment policy will use the Fiera Capital Pooled Fund to manage currency 
hedging. 
 
At the end of each quarter, the asset management consultant will send the 
custodian/administrator/insurer a notice indicating whether a change in the level of currency 
hedging is required. Notwithstanding the foregoing, if the variation in the currency basket is ± 5%, 
as measured over the first two months of each quarter (i.e. January, February, April, May, July, 
August, October, November), the asset management consultant will send the 
custodian/administrator/insurer a notice indicating whether a change in the level of currency 
hedging is required. 
 
Distribution of target portfolio return probabilities (Balanced Fund) 

 

A study (with simulations) was carried out to analyze the distribution of returns for the target 

portfolio of the Steelworkers Balanced Fund, assuming passive portfolio management. This study 

was based on different assumptions about the risk/return characteristics of the various asset classes. 

It indicates that the Balanced Fund’s target portfolio should deliver a median annualized return of 

around 6.1% over rolling three-year periods. The probability of performance below (above) the 

median is 50.2% (49.8%). However, in any given year, the annual return may deviate significantly 

from this plus or minus. 

130 et plus 0,0% 0,0%

De 120 à 129,999 33,0% 8,8%

De 110 à 119,999 60,0% 16,0%

De 100 à 109,999 80,0% 21,3%

Moins de 100 100,0% 26,7%
(*) : Selon les taux de change publiés par la Banque du Canada .

Couverture de devises - Fonds diversifié audacieux
Valeur du panier de devises (en 

$ can) à la fin du mois (*)
Niveau de couverture de Fiera 

Capital
Niveau de couverture totale en 

actions étrangères
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The table below shows the distribution (percentile) of annualized returns over a 10-year period for 

the reference portfolio, following 1,000 simulations of reference portfolio returns and the 

associated probabilities. 

 

TARGET PORTFOLIO 

 Annualized 
return 

Probability of 
lower return 

5th percentile 11.8% 70.1% 
25th percentile 8.5% 58.5% 
50th percentile 

(median return) 6.2% 50.0% 
75th percentile 4.0% 41.9% 
95th percentile 1.1% 31.3% 
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CHAPTER 6 - MANAGEMENT STRUCTURE 
 

 

Details of the management structure can be found in Appendix III. 

 

Rebalancing 

 

After the end of each month, an analysis of the Funds’ asset allocation on a market value basis will 

be carried out by the custodian/administrator/insurer. The three Steelworkers Diversified Funds 

will be automatically rebalanced to target, with the exception of the global real estate, commercial 

mortgage and global infrastructure asset classes. 

 

Global infrastructure (UBS FRIM) will be rebalanced annually on a best-effort basis if its 

proportion exceeds an interval of ± 5% of the target. 

 

Allocations to the commercial mortgage (Addenda) and global real estate (UBS GREFS) asset 

classes will be assessed on a monthly basis. If either exceeds an interval of ± 5% from the 

respective target, a rebalancing for the asset class exceeding the interval will be carried out as soon 

as possible.  

 

In exceptional market circumstances, the Committee may decide not to rebalance. “Exceptional 

market circumstances” mainly refers to significant market volatility.  
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CHAPTER 7 - AUTHORIZED ASSET CLASSES AND LIMITS 

 

 

In the investment process, the level of risk can be controlled through not only diversification 

between asset classes, but also diversification within each of these asset classes, such as by 

geographic diversification, by sector representation, and by quality and type of issuer. It is 

understood that all assets must comply with the guidelines of this policy and respect the legal 

constraints and the spirit of the CFA Institute standards. 

 

Authorized asset classes 

 

Money market securities:3  Cash, Treasury bills, short-term bills, banker’s acceptances, term 

deposits, guaranteed investment certificates, money market pooled 

fund units, commercial papers and asset-backed commercial 

papers (ABCPs) issued by Canadian banking entities. Non-bank 

ABCPs and other securitized securities4 are not permitted. 

Money market securities must be denominated in Canadian or 

U.S. dollars and issued by a Canadian issuer. 

 
3 Maturity less than one year. 
4 A securitized security is a fixed-income financial asset that bundles a number of underlying assets (home loan, credit 

card loan, car loan, etc.). 
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Debt securities:    Bonds, coupons, principal (residual), term deposits, guaranteed 
investment certificates, preferred shares, bond pooled fund units 
and commercial mortgage pooled fund units. Debt securities may 
be denominated in Canadian dollars or in foreign currencies and 
issued by a Canadian or foreign issuer. Securitized securities are 
not permitted, including asset-backed securities (ABSs), 
mortgage-backed securities (MBSs). However, commercial 
mortgage-backed securities (CMBSs) are permitted, as are MBSs 
backed by the Government of Canada.  

 
Canadian equities:   Common and preferred shares,5 income trusts, real estate income 

trusts (REITs),6 subscription rights or warrants and securities 
convertible into common shares or into income trusts, exchange-
traded funds (ETFs), Canadian equity pooled fund units. 

 
Foreign equities:    Common shares, income trusts, real estate income trusts (REITs), 

subscription rights or warrants and securities convertible into 
common shares or into income trusts, American Depositary 
Receipts (ADRs),7 Global Depositary Receipts (GDRs),8 European 

Depository Receipts (EDRs), exchange-traded funds (ETFs), global 
equity pooled fund units. 

Derivative products:          Options, forward contracts on financial products or currencies and 

other instruments to increase short-term income or to hedge 

investments. Forward contracts, futures, swaps, options and similar 

techniques may be used at any time to protect the portfolio against 

foreign exchange and interest rate risks, to reduce transaction costs 

 
5  However, the manager must comply with the constraints on the quality of securities as set out in the section on 

fixed-income securities. 
6  Located in jurisdictions with limited investor liability. 
7  Foreign companies wishing to list in the United States most often do so in the form of ADRs. These are registered 

certificates issued by an American bank in return for a deposit of a certain number of foreign shares on its books. 
The bank manages dividend flows and the register of holders on behalf of the issuer. 

8  A GDR or an EDR is the equivalent of an ADR, but offered on foreign markets, not exclusively on the U.S. market. 
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and/or to facilitate the management process. These derivatives 

cannot be used for speculative purposes. 

 

Real estate:           Investment in real estate pooled fund units. 

 

Infrastructure:     Investment in an infrastructure equity limited partnership. 

 

Private placements: No private placement is permitted without the written permission 

of the Committee. Notwithstanding the foregoing, in the event of 

investment in private placements through managers’ pooled funds, 

the managers must notify the Committee as soon as possible. A 

private placement is an offering (in the form of shares or fixed-

income securities) without a prospectus. 

 

All investments listed above may be Canadian or foreign, subject to the applicable legislation and 

the constraints of this policy. 
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Qualitative and quantitative investment limits 

 

Unless otherwise indicated, quantitative investment limits are based on market value. 

 

Money market securities: 

 

 No minimum rating for securities issued by federal and provincial governments and 

paragovernmental agencies; 

 

 Money market securities must hold, at the time of purchase, a minimum rating of “R1 Mid” 

from the rating agency Dominion Bond Rating Service or an equivalent rating from another 

credit rating agency. In the event that a security rated “R1 Mid” is downgraded, the 

manager must inform the Committee as soon as possible; 

 

 Commercial papers backed by assets issued by banking entities must hold, at the time of 

purchase, a minimum rating of “R1 Mid” from the rating agency Dominion Bond Rating 

Service or an equivalent rating from another credit rating agency. In the event that a 

security rated “R1 Mid” is downgraded, the manager must inform the Committee as soon 

as possible. In addition, bank commercial papers cannot represent the greater of 10% of 

the value of the money market portfolio or 1% of the total portfolio; 

 

 Securities from a single issuer may not represent more than 5% of the total value of the 

portfolio, unless the issuer has the backing of the Government of Canada, a Canadian 

province, the U.S. government, a Canadian chartered bank or a supranational organization.   
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Bond debt securities: 

 

 At the time of purchase, securities must have a minimum rating of “BBB” as defined by 

the DEX Bond Index. The methodology for classifying the index is to use an overall rating, 

which consists in keeping only the lowest rating (in the case of two agencies) or the median 

(in the case of three agencies). In the event that a BBB-rated security is downgraded, the 

manager must inform the Committee as soon as possible; 

 

 The maximum limit for all securities rated “BBB” is equal to the weighting of “BBB” 

securities in the index plus 10%; 

 

 The maximum limit for all corporate bonds is equal to the weighting of corporate bonds in 

the index plus 10%, subject to management mandates; 

 

 Securities from a single issuer may not represent more than 10% of the total value of the 

bond portfolio, unless the issuer has the backing of the Government of Canada, a Canadian 

province, the U.S. government or a supranational organization; 

 

 Bonds issued in foreign currencies, whether foreign or Canadian, may not exceed 30% of 

the market value of the bond portfolio; 

 

 Foreign securities denominated in Canadian dollars (“Maples”) may not make up more 

than 10% of the total value of the bond portfolio; 

 

 The duration of the bond portfolio can vary up to a maximum of three years on either side 

of the duration of the reference index. 
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Preferred shares: 

 

 Preferred shares must hold, at the time of purchase, a minimum rating of “Pfd-3” from the 

rating agency Dominion Bond Rating Service or an equivalent rating from another credit 

rating agency. In the event that a Pfd-3-rated security is downgraded, the manager must 

inform the Committee as soon as possible; 

 

 The maximum limit for all Pfd-3-rated preferred shares is 10% of the debt securities 

portfolio. 

 

Equities: 

 

 Sector deviations must comply with the following limits: 

Sector weighting 
in index (W) 

Minimum 
weighting 

Maximum 
weighting 

W < 20% 0% or 
W – 15% 

W + 15% 

20% <  W < 30% W – 20% W + 10 % 

W > 30% W – 25%  W + 5% 

 
 Securities from a single issuer may not make up more than 10% of the total value of the 

equity portfolio; 

 Investment in income trusts is permitted, provided that the legal structure of the trust limits 

the liability of the Steelworkers Diversified Funds (i.e. as long as they are domiciled in a 

jurisdiction with limited liability); 

 The equity portfolio must be invested in a minimum of seven sectors, subject to 

management mandates; 

 Managers with a global equity mandate must maintain a well-diversified portfolio, both 

geographically and by industry sector. 
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CHAPTER 8 - CONFLICT OF INTEREST POLICY AND DISCLOSURE 
REQUIREMENTS 

 

 

Persons subject to the guidelines 

 

The following persons or organizations must comply with these conflict of interest guidelines: 

 

 SBC members; 
 
 Managers; 

 
 The custodian/administrator/insurer; 

 
 The asset management consultant (actuarial firm); 

 
 The employer or a workers’ association representing the participants. 

 

 

Conflicts of interest 

 

Persons or organizations subject to the guidelines must disclose any interest, association or 

participation related directly or indirectly to their role in investments linked to the Steelworkers 

Diversified Funds that gives rise or could give rise to a material conflict of interest. Without 

limiting the generality of the foregoing, persons or organizations must disclose any benefit derived 

from any assets of the Steelworkers Diversified Funds, any significant ownership of such assets, 

membership on the boards of other companies, or any existing or anticipated contracts. 
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Disclosure method 

 

Persons or organizations subject to the guidelines must disclose the nature and extent of the 

material conflict in writing to the SBC or request that this information be entered in the SBC 

meeting minutes on the earliest of the following dates: 

 

i. as soon as they become aware of the conflict; 

 

ii. at the first meeting where the issue posing the conflict is raised; 

 

iii. at the first meeting where they know or ought to know that they have an interest in the issue 

raised. 

 

For the purposes of point (ii) above, disclosure must be made verbally if the person becomes aware 

of the conflict during the discussion. 

 

If the person is not entitled to vote on decisions regarding the plan, he or she may choose not to 

participate in activities related to the issue posing the conflict or to participate with the consent of 

the SBC. 

 

If the person who discloses a conflict of interest has voting rights, he or she may only continue his 

or her activities relating to the issue posing the conflict with the unanimous consent of the other 

participants with voting rights. He or she can also choose not to participate in these activities. Such 

notice shall be deemed to be permanent disclosure, subject to any notice subsequently given, for 

the purposes of the obligations set forth in these guidelines. 
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CHAPTER 9 - SECURITIES LENDING AND SPECIAL TRANSACTIONS 

 

 

The SBC may enter into a securities lending agreement with the custodian. In such case, 

transactions are managed by the custodian, who must ensure compliance with the securities 

lending agreement entered into with the SBC, particularly with regard to collateral requirements 

and revenue sharing between the Steelworkers Diversified Funds and the custodian. However, the 

SBC has agreed not to enter into a securities lending agreement. 

 

In addition, the following special transactions are not permitted: 
 

 Margin buying; 

 Short sales; 

 Cash loans. 

 

However, cash overdrafts can occur temporarily when transaction settlements, beyond the control 

of managers, remain outstanding. 
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CHAPTER 10 - DELEGATION AND GUIDELINES FOR THE EXERCISE OF 
VOTING RIGHTS 

 

 

Voting rights acquired in respect of a given investment must be exercised in accordance with the 

values of plan participants and in a spirit of promoting best practices in governance and 

environmental and social responsibility of the companies concerned. In practice, voting rights will 

be exercised by the person who manages and controls the said investment, taking into account the 

above principles and the socio-economic reality of the companies. The SBC reserves the right to 

issue specific instructions regarding voting rights, where applicable. 

 

The SBC may demand to exercise one or more of its voting rights directly (or through a specialized 

company) by notifying the managers of its intention within a reasonable period of time. However, 

in the case of investments held through an interest in a pooled fund, the managers retain full 

discretion in this regard. The managers will be required to provide the SBC with their policy on 

proxy voting, as well as an annual report on the exercise of voting rights. 

 

The SBC supports the Principles for Responsible Investment (PRI) (see Appendix V for a 

definition of PRI), particularly in its ESG (Environment, Society, Governance) aspects. Exercising 

voting rights is one of the most practical ways of updating the PRI. The SBC’s fiduciary 

responsibilities require that the exercise of voting rights attached to securities held by the 

Steelworkers Diversified Funds be monitored.  

 

The SBC expects the PRI to guide managers in exercising their voting rights. However, the SBC 

recognizes the key role played by managers in the pursuit of long-term returns. It also 

acknowledges their fiduciary duty to promote the financial well-being of participants and 

beneficiaries. 
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The SBC expects managers to exercise the voting rights attached to portfolio securities in the best 

financial interests of participants and beneficiaries. To achieve this, managers must have in place 

a policy and procedure for exercising voting rights, as well as a control process. 
 

The SBC wants managers to endeavour to foster—to the extent possible in exercising these voting 

rights, at the manager’s discretion and with regard to the foregoing—proposals that, in particular: 

 improve corporate governance; 
 encourage transparency; 
 support sustainable development; and 
 are or are not presented or supported by management. 
 

The following topics present the guidelines that the SBC considers valid, insofar as asset managers 

are only required to vote on these subjects in order to promote the financial well-being of 

beneficiaries and participants. 

 

A.  Board of directors 
 

For the board of directors to function effectively, points such as the following can contribute to 

that end: 

 The majority of directors are independent of company management and have no financial 

interest in the company; 

 The board chair is not simultaneously the company head; 

 Members of committees reporting to the board should be independent. 

 

 

B.  Executive compensation 

 

Establishing a healthy relationship between compensation and results fosters the shared objective 

of shareholders and management to increase the company’s long-term value. Points such as the 

following can contribute to that end: 
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 Executive compensation should include sufficient shares in the company to align the 

interests of executives with those of shareholders; 

 It must also be sufficient to attract and retain qualified executives; 

 Shareholders should be informed each year of the principles and structure of the company’s 

executive compensation; 

 Options granted to executives should be in line with industry practice, subject to the best 

interests of shareholders and the community. 

 

 

C.  Protection against takeovers 
 

Some takeover protection measures do not serve shareholders’ rights or their long-term interests. 

It may be wise to favour proposals that: 

 submit major corporate changes to a committee of independent directors; 

 do not allow management to prevent a takeover by, for example, using the company’s 

borrowing power to buy a large number of shares; and 

 give shareholders enough time and information to make an informed choice. 
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D.  Shareholders’ rights 
 

Shareholder rights should be viewed as a financial asset. As such, they must be subject to the same 
standards of “care, prudence and diligence” as any other financial asset. The Pension Committee 
expects managers to support measures that ensure good “shareholder democracy.” Points such as 
the following can contribute to that end: 

 The proxy voting system must be flexible enough to allow shareholders to vote on each 
item separately and without links to other proposals; 

 The results of proxy votes must be total and complete and include, at a minimum, votes for 
and against and abstentions. 

 

The Pension Committee also expects managers to act as effective shareholders who see beyond 
short-term interests and enable executives to focus their energies on longer-term results through 
increased productivity and the company’s competitive position. 
 
 
E.  Environmental and community aspects 
 

The primary objective of fiduciary duty is to obtain the highest possible return at an acceptable 
level of risk. However, the Pension Committee recognizes that a company’s social behaviour has 
an impact on its reputation, profitability and long-term value. Corporate social responsibility issues 
are becoming increasingly important to investors. The Pension Committee expects managers to 
support measures that promote socially responsible corporate behaviour.  
 

Lastly, the SBC expects managers to give the same attention and spirit to all proposals submitted 
to a shareholder vote, whether they emanate from management or the company’s shareholders.  
 

The values advocated in this document reflect those of the SBC. 
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CHAPTER 11 - VALUATION OF OFF-MARKET INVESTMENTS 
 

 

All securities held by the Steelworkers Diversified Funds are expected to be tradable on an 

officially recognized market and valued according to their market value. However, if the 

Steelworkers Diversified Funds hold securities that are not traded on a market, they will be valued, 

at least once a year, by a recognized organization independent of the manager. 
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CHAPTER 12 - ANALYSIS AND EVALUATION OF INVESTMENT 
PERFORMANCE 

 

 

A quarterly analysis of the overall performance of the Steelworkers Diversified Funds will assess 

the performance of the target portfolio, as well as the contribution of active management to 

investment performance. This analysis will also compare the performance of the Steelworkers 

Diversified Funds with the value-added objectives set for the managers. Moreover, the analyses 

will be used to monitor the investment limits imposed and the volatility of returns (i.e. risk). 
 

The following definitions of performance will be used in this valuation. 

 

Total return of the Steelworkers Diversified Funds 
 

Total return is the time-weighted return earned by a Steelworkers Diversified Fund as a whole. It 

essentially reflects the combined effect of strategic asset allocation (i.e. choice of target portfolio) 

and the chosen management structure (i.e. choice of managers). Time-weighted return is the return 

on an asset over the entire period subject to the valuation. It is not sensitive to external cash flows. 

 

Benchmark return 
 

In the context of actively managed Steelworkers Diversified Funds, benchmark return is the return 

that would have been achieved by indexing the target portfolio with monthly rebalancing. The 

benchmark return is the sum of the products of the target portfolio’s benchmark returns and the 

weighting of each of the target portfolio’s asset classes. 
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Performance control mechanisms 
 

To ensure that the target portfolio’s performance has the potential to generate profitable returns, 

the performance of the target portfolio will be compared against the performance of a set of pension 

funds or pooled funds examined by an external performance measurement service. 
 

The performance of the target portfolio should normally be above the median of all the pension 

funds or pooled funds examined. Should this not be the case consistently (i.e. more than two times 

out of three), the possibility of modifying the target portfolio will be explored. 
 

Similarly, to ensure that the performance of each manager has the potential to generate profitable 

returns, the performance of each manager will be compared against the performance of a set of 

pension funds or pooled funds examined by an external performance measurement service with a 

mandate similar to that of the manager. 
 

The manager’s performance should normally be above the median of all the pension funds or 

pooled funds examined. Should this not be the case consistently (i.e. more than two times out of 

three), the possibility of replacing the manager will be explored. 
 

Independently of this quantitative analysis of managers’ performance, the SBC must periodically 

determine whether to renew management mandates by examining: 

 manager turnover; 

 professional and commercial development for managers; 

 compliance with investment constraints; 

 fulfilment of the responsibilities defined in this policy; and 

 the need to diversify available resources by adding new managers. 
  



 

 - 36 - 

CHAPTER 13 - DIRECTED COMMISSIONS 
 

 

When a manager is party to a directed commission agreement with one or more brokerage firms, 

such commissions must be used in the best interests of plan participants and beneficiaries. In this 

respect, they may be used to pay for certain goods and services, including: 

 

 specialized, independent research linked to investment decision-making; and 

 

 databases or software, insofar as they are designed to support investment decisions. 

 

Notwithstanding the foregoing, managers who use pooled funds to manage the Steelworkers 

Diversified Funds and who have directed commission agreements with one or more brokerage 

firms will be required to provide, on an annual basis, their policy on directed commissions and the 

services paid for with said commissions. 

 

Directed commission agreements will be required to comply with the CFA Institute’s rules of 

ethics and professional conduct (i.e. the CFA Institute Soft Dollar Standards). A manager who is 

unable to confirm compliance with these rules of conduct must notify the SBC in writing. 
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CHAPTER 14 - PERIODIC REVIEW 
 

 

The SBC reviews the investment policy whenever a change becomes necessary. At least once a 

year, it is confirmed or modified depending on the circumstances. Any changes to the investment 

policy are promptly communicated to the managers in advance. 

 

Managers are required to notify the SBC in writing as soon as possible of any provisions of this 

investment policy that they deem inappropriate or unnecessarily restrictive for their performance 

expectations or responsibilities. They do the same in the event of any significant change in their 

organization and, in particular, in their personnel, philosophy or management style. Lastly, 

managers are required to notify the SBC in writing of any changes to the investment policies of 

their pooled funds used to manage the Steelworkers Diversified Funds, prior to implementation of 

such changes. 
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APPENDIX I - RETURN AND RISK ASSUMPTIONS 
 

 

Table I shows the estimated parameters used to calculate the expected return and risk for the target 

portfolios of the Steelworkers Diversified Funds.  

 

The results in Appendix II would have been different if other estimated parameters had been used. 

Sensitivity analyses have been carried out with other scenarios. In general, the relationship 

between the different optimal portfolios was not significantly altered by assuming these alternative 

scenarios. 
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TABLE I. Performance, volatility and correlation assumptions 
Asset class assumptions over a 30-year horizon 

 
Nominal return 

Standard 
deviation 

Universe bonds 2.50% 5.8% 

Mortgages 3.9% 3.5% 

Canadian equities 6.6% 20.4% 

Global equities 6.4% 18.3% 

All-country equities 6.4% 18.3% 

Global real estate 6.2% 12.6% 

Global infrastructure 7.0% 12.6% 

Correlation matrix 

 Universe 
bonds Mortgages 

Canadian 
equities 

Global 
equities 

All-country 
equities 

Global real 
estate 

Global 
infrastructure 

Universe bonds 1.0 0.6 0.2 0.1 0.1 0.0 0.1 

Mortgages  1.0 0.2 0.0 0.0 0.1 0.1 

Canadian equities   1.0 0.6 0.6 0.3 0.5 

Global equities    1.0 1.0 0.3 0.6 

All-country equities     1.0 0.3 0.6 

Global real estate      1.0 0.2 

Global infrastructure       1.0 
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Efficient frontier constraints 

 Constraint 

Universe bonds Between 10% and 40% 

Mortgages Between 10% and 20% 

Canadian equities Between 10% and 40% 

Global and all-country equities Between 10% and 40% 

Global real estate Between 0% and 12.5% 

Global infrastructure Between 0% and 12.5% 
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  - 43 - 
 

Selection of efficient portfolios 
based on expected returns and risk 

 P1 P2 P3 P4 P5 P6 P7 P8 P9 Diversified 
Conservative 

Fund 

Diversified 
Balanced 

Fund 

Diversified 
Aggressive 

Fund 

Universe bonds 40% 37.5% 37.5% 22.5% 20% 15% 10% 10% 10% 37.5% 15% 10% 

Mortgages 20% 17.5% 20% 10% 10% 10% 12.5% 10% 10% 17.5% 10% 10% 

Canadian equities 10% 10% 10% 20% 20% 22.5% 35% 35% 32.5% 10% 22.5% 35% 

Global equities 5% 5% 5% 21% 19% 18.5% 27.5% 26% 25% 5% 18.5% 26% 

All-country equities 5% 10% 5% 11.5% 11% 9% 10% 9% 7.5% 10% 9% 9% 

Global real estate 10% 12.5% 12.5% 7.5% 10% 12.5% 2.5% 5% 7.5% 12.5% 12.5% 5% 

Global infrastructure 10% 12.5% 10% 7.5% 10% 12.5% 2.5% 5% 7.5% 12.5% 12.5% 5% 

Expected return 4.82% 4.99% 4.92% 5.87% 5.97% 6.20% 6.34% 6.40% 6.40% 4.99% 6.20% 6.40% 

Standard deviation 6.03% 6.27% 6.10% 10.38% 10.26% 10.56% 13.12% 13.00% 12.45% 6.27% 10.56% 13.00% 

Return/standard deviation 
ratio 0.80 0.80 0.81 0.57 0.58 0.59 0.48 0.49 0.51 0.80 0.59 0.49 

VaR 5% -4.4% -4.6% -4.4% -9.2% -9.0% -9.2% -12.5% -12.2% -11.5% -4.6% -9.2% -12.2% 

Prob < 0% 21.2% 21.3% 21.0% 28.6% 28.0% 27.9% 31.5% 31.1% 30.4% 21.3% 27.9% 31.1% 

 
 
 
 
 
Value at Risk (VaR) measures the maximum loss potential of the target portfolio (in %) with a probability of X%. For example, the Balanced Fund’s VaR (5%) of 10.06% represents the portfolio’s 
maximum potential loss with a 5% probability. 
 
In other words, there is 95% certainty that the maximum loss potential of this portfolio is 10.06%. 
 
Probabilities are calculated based on a distribution according to a normal law.  
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APPENDIX III - MANAGEMENT STRUCTURE 
 
 

  
Management Structure of the Steelworkers Diversified Conservative Fund 

 
 

  

Steelworkers Diversified 
Conservative Fund

Canadian bonds
(FTSE Canada Universe)

(37.5%)

Industrial Alliance
(18.75%)

PH&N Core Plus
(11.75%)

AlphaFixe
(3.75%)

Addenda Impact
(3.25%)

Commercial mortgages
(FTSE Canada Short Term)

(17.5%)

Addenda Capital
(17.5%)

Canadian equities
(S&P / TSX) 

(10%)

Fiera Capital
(5%)

Jarislowsky Fraser
(5%)

Global equities
(MSCI World Net Dividend)

(5%)

Fiera Capital (hedged or 
unhedged)

(5%)

All-country equities
(MSCI ACWI Net Dividend)

(5%)

Blackrock Index
(5%)

Global real estate
(CPI + 4.5%)

(12.5%)

UBS
(12.5%)

Global infrastructure 
(7.5% local) 

(12.5%)

UBS
(12.5%)
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Management Structure of the Steelworkers Diversified Balanced Fund 
 

 
 
 
 
  

Steelworkers Diversified 
Balanced Fund 

Canadian bonds
(FTSE Canada Universe)

(15.0%)

Industrial Alliance
(5.25%)

PH&N Core Plus
(4.75%)

AlphaFixe
(2.75%)

Addenda Impact
(2.25%)

Commercial mortgages
(FTSE Canada Short Term)

(10%)

Addenda Capital
(10%)

Canadian equities
(S&P / TSX) 

(22.5%)

Fiera Capital
(9%)

Jarislowsky Fraser
(9%)

Fidelity Target
(4.5%)

Global equities
(MSCI World Net Dividend)

(18.5%)

Fiera Capital (hedged or 
unhedged)

(9.25%)

Mawer
(9.25%)

Global equities
(MSCI ACWI Net Dividend)

(9%)

BlackRock Index
(9%)

Global real estate
(CPI + 4.5%)

(12.5%)

UBS
(12.5%)

Global infrastructure
(7.5% local)

(12.5%)

UBS
(12.5%)
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Management Structure of the Steelworkers Diversified Aggressive Fund 
 

 

Steelworkers Diversified 
Aggressive Fund

Canadian bonds
(FTSE Canada Universe)

(10%)

Industrial Alliance
(6.5%)

AlphaFixe
(2.0%)

Addenda Impact
(1.5%)

Commercial mortgages
(FTSE Canada Short Term)

(10%)

Addenda Capital
(10.0%)

Canadian equities
(S&P / TSX) 

(35%)

Jarislowsky Fraser
(12.0%)

Fidelity Target
(23.0%)

Global equities
(MSCI World Net Dividend)

(26%)

Fiera Capital (hedged or 
unhedged)

(9.5%)

Mawer
(16.5%)

All-country equities
(MSCI ACWI Net Dividend)

(9%)

BlackRock Index
(9%)

Global real estate
(CPI + 4.5%)

(5%)

UBS
(5%)

Global infrastructure
(7.5% local)

(5%)

UBS
(5%)
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APPENDIX V - PRINCIPLES FOR RESPONSIBLE INVESTMENT 
 

 

The Principles for Responsible Investment (PRI)9 were initially intended for institutional 

investors and management companies, but they are also aimed at service providers that want to 

commit to these principles. The general initial idea was that “investment decision-making and 

ownership practices do not sufficiently reflect social and environmental considerations. There is a 

growing view among investment professionals that environmental, social and corporate 

governance (ESG) issues can affect the performance of investment portfolios. Investors fulfilling 

their fiduciary (or equivalent) duty therefore need to give appropriate consideration to these issues, 

but to date have lacked a framework for doing so. The Principles for Responsible Investment 

provide this framework.” (Excerpt from: Principles for Responsible Investment, UN). 

 

As institutional investors, pension funds or labour funds have long-term investment goals. The 

primary objective of the PRI is highly consistent with this long-term investment principle. “The 

Principles for Responsible Investment aim to help integrate consideration of environmental, social 

and governance (ESG) issues by institutional investors into investment decision-making and 

ownership practices, and thereby improve long-term returns to beneficiaries.” (Excerpt from: 

Principles for Responsible Investment, UN). 

 
9 Initiative (April 2005) by Kofi A. Annan, former Secretary-General of the United Nations. 
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The PRI can be summed up in six principles: 

1. We will incorporate ESG issues into investment analysis and decision-making processes. 

2. We will be active owners and incorporate ESG issues into our ownership policies and 

practices. 

3. We will seek appropriate disclosure on ESG issues by the entities in which we invest. 

4. We will promote acceptance and implementation of the Principles within the investment 

industry. 

5. We will work together to enhance our effectiveness in implementing the Principles. 

6. We will each report on our activities and progress towards implementing the Principles. 
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APPENDIX VI - GLOSSARY 
 
 
Registered pension plan (RPP):  

A registered pension plan (RPP) is an arrangement by an employer or a union to provide 

pensions to retired employees in the form of periodic payments. An RPP can include 

defined benefit provisions, defined contribution provisions or a combination of the two. 

 

Defined contribution RPP (DC RPP):  

Under the terms of the “money purchase provision,” employer and employee contributions 

and investment earnings thereon in each member’s separate account determine the pension 

benefits that can be purchased for the employee at retirement. There is no promise that a 

certain level of retirement benefits will be provided and no uncertainty regarding the 

employer’s financial obligation to the plan. 

 

Defined benefit RPP (DB RPP):  

Under the terms of a defined benefit provision of an RPP, a certain level of retirement 

benefits, determined by a formula, is promised. The employee’s contributions, if any, are 

predetermined; however, the employer would generally contribute whatever is required to 

ensure the provision of the promised retirement benefits. 
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Registered retirement savings plan (RRSP):  

A registered retirement savings plan (RRSP) is an arrangement between an individual and 
an issuer (an insurance company, a trust company or a bank) under which retirement 
income commences at maturity. Contributions are made by individuals and are deductible 
under the Income Tax Act. 

 

Simplified pension plan (SIPP):  

A simplified pension plan (SIPP) is a defined contribution pension plan that is administered 
by a financial institution. Employees decide where to invest the funds in their account from 
among the choices offered by the financial institution, in accordance with applicable 
legislation.  

 

Non-registered plan:  

When a private plan is not registered with the Régie, it is subject to only some of the 
provisions of the Supplemental Pension Plans Act, notably those concerning the 
designation of beneficiaries, prudent investment practices and the division of rights 
between spouses following a break-up. 

 

Deferred profit sharing plan (DPSP):  

The DPSP (federal) or Régime d'intéressement différé (Quebec) are contracts under which 
employers share a portion of their profits with their employees. Only employers contribute 
to DPSPs, and the contribution is determined according to the company’s profits.  

 

Registered retirement income fund (RRIF):  

A registered retirement income fund (RRIF) is an arrangement between a carrier (an 
insurance company, a trust company or a bank) and an annuitant under which payments are 
made to the annuitant of a minimum amount each year. The property under a fund is derived 
only as a result of a transfer of funds from another RRIF, an RRSP or a registered pension 
plan and annual amounts must commence to be paid to the annuitant immediately. 
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Locked-in retirement account (LIRA):  

A locked-in retirement account (LIRA) is a specific type of registered retirement savings 

plan (RRSP) that functions as a savings instrument for retirement. The amounts in an LIRA 

originate from a supplemental pension plan. The funds in an LIRA are locked-in and can 

only be used to provide a retirement income. Thus, the amounts cannot be withdrawn, 

except under certain circumstances in which a refund is permitted:  

• If you are aged 65 or over;  

• If you no longer reside in Canada;  

• If you are disabled;  

• Upon death. 

 

Life income fund (LIF):  

A LIF pays out at least the minimum amount each year but does not exceed a maximum 

set by pension standards legislation. Some provincial regulations now provide that when 

the annuitant reaches 80 years of age, the minimum amount for the year can be paid from 

the LIF and the remaining funds can be used to purchase a life annuity. 

  

Tax-free savings account (TFSA):  

Anyone age 18 or over can contribute to a TFSA. There is no maximum age limit, income 

requirement, maturity date or minimum withdrawal requirement. Contributions to a TFSA 

are not deductible for income tax purposes. Any amount contributed as well as any income 

earned in the account (for example, investment income and capital gains) is generally tax-

free, even when it is withdrawn. 

 

Sources: Régie des rentes du Québec (RRQ), Canada Revenue Agency (CRA). 
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- CAPSA GUIDELINE NO. 3 
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