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TORONTO PUBLIC LIBRARY FOUNDATION
INVESTMENT POLICY

PREAMBLE

As a charitable organization, the Toronto Public Library Foundation’s role is to provide
financial support to the Toronto Public Library through fundraising activities.

In order to fulfill this mission, the Foundation invests the money it raises. Funds held by
the Foundation may be grouped and managed as a single investment portfolio and are
recorded at market value. Total return on investments includes interest and dividend
income as well as realized and unrealized gains and losses, less investment management
fees.

The purpose of this Policy is to formulate those investment principles and guidelines
which are appropriate to the needs and objectives of the Foundation, and to define the
management structure and monitoring procedures for the ongoing operation of the Fund.

POLICY
Investment Committee

The Board of Directors of the Foundation has ultimate responsibility for the appropriate
investment of funds. For this purpose, the Foundation has established a Finance & Audit
Committee (the “Committee”) of persons appointed by the Board. This Committee has
responsibility for development of investment policy, establishment and maintenance of a
structure of investment management, and for monitoring investment results.

Under the direction of the Committee, the funds shall be invested at all times in an
appropriately diversified manner in the context of the purposes of the Foundation.
Investments must be made with the care, skill, and diligence that a prudent person in
similar circumstances would exercise. Investment practices must comply with the
limitations and requirements of applicable laws and regulations. In addition, all
investments shall be maintained in such manner as is necessary to avoid any penalty
under the Income Tax Act (Canada).

The Committee may delegate some of its responsibilities with respect to the investment
of the funds to agents and advisors. In particular, the services of one or more Custodians
and one or more Investment Managers may be retained.
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All Investment Managers retained must be firms that are registered as Investment
Managers with the appropriate provincial or territorial Securities Commissions.

Any person or firm to whom the Committee delegates investment responsibilities shall
accept and adhere to the provisions of this policy, and will provide quarterly statements
to the Committee.

This policy may be changed or modified at any time by action of the Committee with
approval of the Foundation’s Board of Directors. Any such change shall be promptly
communicated to any Custodians and/or Investment Manager(s) appointed by the
Committee.

Monitoring and Performance Management

The Committee shall meet at least quarterly to review the quarterly statements,
investment performance, and discuss any changes to the investment strategy.

Foundation management will arrange for appropriate reporting of investment activities,
results and compliance to the Committee.

Performance results will be monitored and evaluated by the Committee against the
following standards:

Benchmark: As detailed in Section 4 of the Investment Policy Statement, Asset
Mix, Ranges and Benchmark, the benchmark will be comprised of a combination
of appropriately weighted indices. This benchmark will include:

* S&P/TSX Composite Index for Canadian Equities

=  S&P 500 Composite Index for U.S. Equities

* Scotia McLeod Universe for Canadian Bonds

= 91 Day T-Bill for Short Term/Cash Equivalent Holdings

= MSCI EAFE for International Equities (optional)

Performance Expectation: The Portfolio administered by the Investment
Manager(s) is expected to earn a rate (net of fees) in excess of 50 B.P. over the
benchmark return over a four year rolling period.

The return shall be calculated to include realized and unrealized capital gains or
losses plus income from all sources. Returns will be measured quarterly and will
be calculated as time-weighted rates of return.
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Conflict of Interest

Except as permitted by law, no Committee member, officer, employee, actuary, advisor,
auditor, lawyer, portfolio manager, or any other person appointed to carry out duties and
responsibilities in connection with the management or administration of the investments
shall knowingly permit his or her interest to conflict with his or her duties and powers in
respect to the investments. All of those appointed to carry out duties and responsibilities
in connection with the management or administration of the investments shall adhere to
the Conflict of Interest Policy followed by the Foundation.

Investment Objectives

The primary goals of the Foundation are to provide current and future funding for the
enhancement of the Library’s collections, programs and services and facilities and
equipment to provide financial stability to the Foundation and Library. To ensure the
ability to carry out these goals, the investments must provide a balance between current
and future requirements, and objectives as noted below.

The investments of the Foundation are to be managed in order to achieve the following
objectives:

1. Achieve Performance Standards; and

2. Generate annual earnings available for disbursement;

3. To balance risk to principal through diversification;

4. Preserve capital.

Investment Guidelines

To control risk of capital erosion, investments shall be diversified over a reasonable
number of holdings.

For further clarity the investment of the Funds are subject to the following guidelines and
restrictions:

Authorized Investments
The general investment criteria is outlined below. If a pooled investment vehicle is used
the Investment Manager must provide written notification of any changes to the policy of

the pooled funds(s). The Committee will re-evaluate the use of this investment vehicle
and make the appropriate recommendation to the board.

Permitted Investments
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1. Fixed Income Investments

1.1

2.1

2.2

3.1

Credit Standards

Money market instruments - must be rated at least R1

Bonds - must be rated not less than BBB, as rated by the Dominion Bond
Rating Service, or comparably by the Canadian Bond Rating Service.
Mortgage Backed Securities must be comprised of NHA insured
mortgagees only and carry a CMHC guarantee of timely repayment of
principal and interest.

Equity Investments

Qualifying Companies

Equity investments may only be made in companies that:

2.1.1 are listed on major recognized stock exchanges.

2.1.2  issue convertible securities which are convertible into qualified
stocks.

2.1.3 are income trusts listed on a major recognized stock exchange.

Proxies
The voting of securities held by the Fund shall be delegated to the

investment manager, where appropriate.

Restricted Investments

No investments will be made in obligations of issuers, or in the equity of
corporations, where:

3.1.1 the issuer or corporation has substantial economic interests in
countries subject to economic sanctions imposed by the United
Nations; or

3.1.2 the investment in the obligation of an issuer, or in the equity of a
corporation whose primary products and services are illegal for
children under the laws of Ontario.
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The following is a suggested means of accomplishing the Foundations objectives:

Asset Class Range Policy Target | Benchmark
Cash & Short Term 0-10% 5% 91 Day T-Bill (Canada)
Bonds 20-50% 30% SC Universe Bond Index
Equities 50 -80% 65%
e Canadian 10 -35% 30% S&P/TSX Composite
e Global 15- 55% 35% Index
S&P 500 Composite Index
MSCI EAFE (European,

Australasian & Far East)
Index

No more than 10% at market value can be invested in the obligations of any one

corporation.

5. Reporting & Monitoring

Each quarter, the Investment Manager will provide a written investment report
containing the following information:

= Portfolio holdings at the end of the quarter;
= Portfolio transactions during the quarter, and
= Rates of return for the portfolio with comparisons with relevant indices or

benchmarks.

= Specific investment income including a summary of interest and dividends

each month.

At the discretion of the Committee, the Investment Manager will meet with the
Committee. In person meetings will occur at least annually.

6. Standard of Care

The Investment Manager is expected to comply with the Chartered Financial
Analyst Institute Code of Ethics and Standards of Professional Conduct at all

times.
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that an investment manager of ordinary prudence would use in dealing with all
clients.

Conflict of Interest

Any conflict of interest with respect to management of this portfolio must be
divulged in writing immediately to the Investment Committee.
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