DRAFT

Investment Policy Statement
Golf Canada
Revised November 30, 2016

I.

INVESTMENT POLICY STATEMENT

1. The primary goal of Golf Canada in its investment portfolio (the “Portfolio”) is to assist Golf
Canada in achieving its objectives as set out in its strategic plan. The prudent and effective
management of the assets of the Portfolio has a direct impact on the achievement of this
goal. This Investment Policy Statement (IPS) is designed to guide the Investment
Committee, the CIO and Golf Canada Staff in achieving this goal.

II. ROLES AND RESPONSIBILITIES
2. The Board of Directors (the Board) of Golf Canada will directly review and approve the
development or revision of the IPS. The Board may delegate certain investment-related
responsibilities to the Investment Committee (the Committee).
3. The Committee shall perform work as outlined in the Board approved Committee Terms of
Reference and shall conduct meetings no fewer than four times annually, and be
responsible for (among other things) providing oversight of the Portfolio-related work of
Golf Canada Staff (defined as the CEO, CFO and/or the Controller or equivalent), and the
CIO.
4. A Chief Investment Officer (CIO) may be appointed on the recommendation of Staff and
the Committee. The CIO may be either a member of Staff or external to Golf Canada. The
CIO, in close conjunction with Staff and any External Service Providers(s) that may be
retained from time-to-time, shall source, due diligence and make recommendations
regarding Investment Managers and individual securities monitor the performance of the
Portfolio; and ensure that investment funds are invested in compliance with the IPS.
The CIO has been granted the authority to execute on any investment activities involving
the purchase or sale of investment funds or securities without explicit instructions from the
Committee under all of the following conditions:
• The aggregate total amount of rebalancing does not exceed the lesser of (i) $2
million, or (ii) 10% of the total market value of the portfolio,
• Pre-emptive notification and/or discussion is made with Golf Canada Staff prior to
execution of any transaction, and
• Communication outlining the details of the rebalancing must be provided to the full
Committee within 7-days of the transaction.
5 . Investment Managers (IMs) will be selected by the Committee on the recommendation of
the CIO. IMs will select, buy, sell, and loan specific securities in compliance with this IPS and
guidelines contained in written directions and contractual agreements. IMs shall be
monitored by the CIO and Staff. IMs will provide the Committee with quarterly reporting
and communicate any major changes in investment style, investment policy, economic
outlook, or material changes to their management team.
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6. The Committee, in conjunction with CIO and Staff, may retain external custodians, lawyers,
and accounting professionals (External Service Providers) to implement its investment
program and ensure ongoing compliance with this IPS.
7. Staff will ensure the maintenance of a record of the Investment Policy Statement (IPS) and
monitor the asset allocation and investment management on a monthly basis to ensure
compliance with its terms.

III.

INVESTMENT OBJECTIVES & RISK MANAGEMENT

8. The investment objectives for the Portfolio are:
a) To preserve the capital in the Portfolio.
b) To provide total returns on the Portfolio (with adequate liquidity) which may be used by
Golf Canada to fund initiatives to fulfill its mandate; and, specifically,
c) To obtain an annual return, net of fees, of 6.0% to be reviewed annually, with volatility
not exceeding the actual total return on invested assets1. The long-term total return
objective will be reviewed no less than annually to assess whether it accurately reflects
the current market environment.
9. Risk Management: The primary driver of all investment decisions shall be risk
management. Although Golf Canada recognizes that there can be no returns without the
assumption of certain levels of risk, no investment decision shall be taken without first
applying strict risk measurement and management principles. The methods through which
risk will be managed will include, but not be limited to the following:
d) Diversification among and within assets classes and investment strategies;
e) The regular reporting by the CIO and Staff to the Committee of investment
performance, compliance with this IPS, and any items that are material to the issue of
the achievement of Golf Canada's objectives within enumerated constraints.

IV. ASSET ALLOCATION & INVESTMENT MANAGEMENT
9. Asset allocation is regarded as the primary driver of risk management and total return
enhancement in the investment management process. Both passive and active investment
1

Volatility is defined as standard deviation, and is a mathematical measure that informs investors (on a backward-looking basis)
how volatile an investment or portfolio is expected to be around a given mean return. A standard deviation of 6% on a 6% mean
total return would suggest that in a given “normal” year, the portfolio would be expected to provide a total return of between 012%.
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allocations are suitable investment strategies, with passive management especially suitable
in highly efficient markets where market betas are the key drivers of returns and are
available through inexpensive passive measures. 2
10. Cash Flow and Liquidity: The investment program must reflect Golf Canada’s cash flow
obligations when assessing any illiquid investments. When the program is sufficiently liquid to
provide adequate cashflow when required, illiquid investments are permitted. Investments that
offer 30-day liquidity (or less) are considered “liquid”.
11. Core Investments: Core Investments are defined as liquid (as per the definition above), publicly
traded, transparent assets, and include cash or cash equivalents, equities, fixed income,
commodities, currencies and real assets. These assets can be invested in directly, through
exchange-traded funds (ETFs), or through Investment Funds managed by Investment
Managers.
12. Alternative Investments: In addition to the foregoing, and within the scope of this asset
allocation strategy, non-core assets, referred to as “alternative investments”, may be included
(see Appendix A). It is expected that the inclusion of alternative investment strategies will
increase the likelihood of the Portfolio achieving its objectives regarding risk-adjusted returns.
13. The purpose of Strategic Asset Allocation is to provide a range of investment weights that has
the potential to produce the desired risk-adjusted returns and meet current and future
liabilities. The following Strategic Asset Allocation is established:

INVESTMENTS

MIN

MAX

INCOME
EQUITIES
ALTERNATIVES

40%
0%
0%

100%
60%
50%

Actions in the event of over-allocation: In the event that changes in valuations of securities or
investment funds results in a scenario in which the Portfolio’s allocation to Alternative
Investments exceeds 5% of the maximum Strategic Asset Allocation (i.e., >55%), or any of the
ranges within Core Investments are breached, the CIO or Staff shall report to the Committee
without delay. The CIO will recommend a plan to bring the holdings in compliance with the IPS
in an appropriate time-period.
15. Risk Rating: Notwithstanding the above, the CIO, in conjunction with the Staff, shall rate all
Core and Alternative Investments from “A” to “D” based on an assessment of their risk profile,
taking into consideration the investment’s market exposure and the volatility associated with
that exposure, its liquidity profile, the risk of permanent capital loss, the investment’s overall
diversification, and the experience and expertise of the Investment Manager.
2

By way of example, should an investment decision be made to invest in Canadian Equities, it is both permissible and preferable
that the purchase of low-cost ETFs (exchange traded funds) be used where the returns sought are expected to be from the
“market” rather than from individual security selection.
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The Risk Ratings are described as follows:
“A”
"Low Risk" Investments that are expected to preserve capital over all time
periods, thus implying extremely low volatility of returns and little chance of permanent
loss from an extreme market event. Although not always the case, these investments
tend to be highly liquid.
“B”
“Low-to-Moderate Risk” Investments that have some market risk exposure but
where the historic volatility of returns is low, either due to the inherent nature of the
investments, or due to risk hedging strategies that mitigate the chance of loss from an
extreme market event. These investments may be less liquid than those categorized as
“A”.
“C”
“Moderate-to-High Risk” Investments that have higher return expectations, either
due to higher market risk exposure or due to lack of liquidity, or both. These investments
may be more volatile in nature, on both the upside and on the downside (i.e., standard
deviation of returns). They may incur a loss over short time periods but are expected to
grow capital in the medium to long term.
“D”
“Very High Risk” Investments that have extremely high return potential, but also
significant loss potential that may or may not be market related but rather due to the
inherent nature of the investment or investment style of the manager. Such investments
may include start-up ventures, commodities, or highly directional, undiversified
investment strategies. Very high risk investments are not considered suitable for this
investment portfolio. In the event that any existing investments purchased in “A”, “B”, or
“C” category, fall in the opinion of the CIO into category “D”, it will be the responsibility
of the CIO to inform the Committee of such change without delay.
At all times, the Portfolio will be at least 70% invested in assets ranked “A” or “B” (“low
risk” and “low-to-moderate risk”) and at no time will have any allocation to “very high
risk” assets (those ranked “D”). In the event that a decrease in the aggregate value of
investments ranked “A” and “B” (or an increase in the aggregate value of investments
ranked “C”) causes the “moderate-to-high risk” investments to exceed 30% of the value
of the Portfolio, the CIO shall report to the Committee without delay. The CIO will
recommend a plan to bring the holdings in compliance with the IPS in an appropriate
time period.
16. Tactical allocation and reallocation of assets (“Tactical Allocation”) within the Strategic Asset
Allocation may help to increase the risk-adjusted returns of the Portfolio over time. Because
Tactical Allocation is a dynamic function, the Board delegates the authority and responsibility
for Tactical Allocation recommendations and execution (in accordance with the process
described in Section II; Paragraph 4) to the CIO, with the advice and counsel of Staff and/or
External Service Providers. Further, since, in some cases, IMs operating tactical allocation
programs in core assets may be used, it is acceptable to have those IMs modify relative
allocations in real-time without first consulting the CIO, Staff, or the Committee, so long as they
work within allocation ranges agreed to in advance with the CIO and the Committee.

V. INVESTMENT GUIDELINES
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17. Prohibited Investments include, but are not limited to:
a) Investments precluded by law or regulation;
b) Investments specifically proscribed by the Board; and
c) Investments in asset classes or investment strategies not contemplated in any part of the
IPS, without the prior written consent of the Committee.
18. Diversification: To limit the Portfolio’s risk associated with potential concentration in securities
and/or Investment Funds, diversification requirements are as follows:
a) Diversification relative to a single security: At no time should a single security holding
represent more than 5% of the outstanding investable assets of the Portfolio. This limit
does not apply to a security whose purpose is to provide exposure to a widely diversified
set of other securities, such as an ETF.
b) Diversification relative to a single Investment Fund: Any single Investment Fund or single
ETF should not manage more than 25% of the outstanding investable assets of the Portfolio
at the time the investment is made.
c) Diversification relative to a single Investment Management Entity: Investment in multiple
Investment Funds managed by the same entity may not in aggregate represent more than
25% of the outstanding investable assets of the Portfolio. This limit does not apply to
investment in multiple ETFs managed by the same entity.
In the event that an increase in value of such investments (or a decrease in value in the
balance of the Portfolio) results in an individual investment in an Investment Fund
representing more than 25% of the Portfolio, or, an investment in multiple Investment
Funds owned by the same entity representing more than 25% of the Portfolio, the CIO or
Staff shall report to the Committee without delay. The CIO will recommend a plan to bring
the holdings in compliance with the IPS in an appropriate time period.
19. Currency: The Portfolio may include investments denominated in any currency without
restriction. The Committee may, at any time, place guidelines and/or restrictions regarding
exposure to foreign currency risks, to be followed by the IMs. If necessary, a currency hedging
program may be initiated on the entire Portfolio. Notwithstanding the fact that investments
may be in various currencies, reporting on the Portfolio as a whole shall be in Canadian dollars.
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VI. REPORTING / PERFORMANCE MONITORING
20. Purpose: The purpose of monitoring and reporting on investment performance is for Golf
Canada to be able to ensure compliance with the IPS and applicable law, manage the risk of the
Portfolio, assess the performance of IMs retained by Golf Canada (with reference to
benchmarks appropriate to each investment strategy or asset class, determined before initial
deployment of assets), and ensure that the stated objectives of the IPS are being met.
21. Interim Reporting to the Committee: On no less than a quarterly basis, the CIO, in conjunction
with Staff, shall provide the Committee with a summary of the Portfolio’s holdings and
performance, and a statement of compliance of the Portfolio holdings with the provisions of
this IPS.
22. Annual Reporting: Annual reports shall be provided to the Board by the Committee. These
reports shall review the Portfolio holdings and performance for the prior year, confirm
compliance with the provisions of this IPS, and outline any material changes recommended to
the composition of the Portfolio, the role or composition of the Committee, the identity of the
CIO, and to the IPS.

VII. INDUSTRY STANDARDS, BEST PRACTICES & CONFLICTS OF INTEREST
23. Best Practices: At all times, the Committee, the CIO and Staff shall endeavour to execute their
duties in relation to the IPS and the Portfolio with respect to (but not limited to): IM selection
and/or termination; cost management; trade execution; investment management and other
fees, and securities lending and proxy voting in accordance with any laws, industry standards
and consistent with generally accepted best-practices.
24. Standard of Conduct: The Board, the Committee, the CIO, and Staff (“Principals”) shall refrain
from undisclosed personal activity that could conflict with the proper execution and
management of the investment program, or that could impair their ability to make impartial
decisions.
25. Conflict of Interest: In the event that a Principal believes that any personal interest, whether
economic or otherwise, might reasonably be seen by an independent third-party to pose a
material conflict of interest in that Principal’s involvement with the Portfolio, that Principal
shall disclose said interest to the Committee, who will determine what, if any, action is required
to mitigate the potential or existing conflict.
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APPENDIX A: ALTERNATIVE INVESTMENTS
26. Definition: Alternative Investments (“Alternatives”) can be defined as investments that are
generally not included in the conventional income or equities investment classes. There are two
major types: those that are Alternatives because of how they are traded or not traded (based on
investment methods), and those that are Alternatives because of what is traded (those where the
assets are non-Core). These might include private equity, hedge funds, managed futures, real
estate, commodities and derivatives contracts.
27. Instruments: In addition to instruments common to Core investing, Alternative investing may
include derivative instruments, leverage, short-selling, and private investments, which may be
illiquid in nature. In all cases, alternative instruments and strategies should predominantly be used
to manage investment risks, rather than to increase the investment’s returns.
28. Criteria: The Committee may elect to include Alternatives within the Portfolio’s Strategic Asset
Allocation. In making this determination, the Committee should consider the following factors:
a) Additional policies and objectives that address the unique return and risk characteristics
of Alternatives, and limits in the strategic Portfolio;
b) Articulation of a prospective investment’s economic rationale and the overall
importance of the specific investment in the Portfolio;
c) Expanded due diligence efforts by Principals;
d) Development of appropriate benchmarks for comparison of returns and risk, and review
of investment performance through industry cyclical downturns or bear markets;
e) Review of the Portfolio’s liquidity needs with the actuary to determine if the investment
cash flows are adequate,
f) Selection of IMs whose experience and ability enables them to carry out the task of
measuring and managing risk within their investment universe.
g) Consideration of management fees for Alternatives that are often higher than those for
traditional investments, and determination that the fees are rationalized by the
enhanced risk management and/or returns expected.
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