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1. Introduction 
 

This Investment Policy of First Unitarian Congregation of Toronto (the “Congregation”), 
approved by its Board of Trustees (the “Board”), in conjunction with the Congregation’s 
Letters Patent and By-laws and subject to the laws of Canada and Ontario, guides the 
investment practices of the Congregation’s capital funds (the “Funds”). 

 

1.1. Legal Context 

As a charitable organization incorporated in the Province of Ontario, the Congregation is 
subject to several statutes including but not limited to: 

 Corporations Act of Ontario 

 Charities Accounting Act of Ontario 

 Charitable Gifts Act of Ontario 

 Trustee Act of Ontario 

 Income Tax Acts of Canada 

and relevant common law. 

1.2. Letters Patent 

The Letters Patent of the Congregation specify the, “Corporation is constituted to 
establish, maintain and conduct a congregation for the general purpose of securing the 
advancement of religious worship and teach; and to do all such things as are incidental 
or conducive to the attainment of the above object…”. 
Further, the Letters Patent provide the following authority to the Congregation: 

 “… the Corporation may hold, manage, improve, develop, exchange, lease, sell, 
mortgage, pledge, turn to account or otherwise deal with the real or personal 
property from time to time held by the Corporation and to retain any real or 
personal property in the form in which it may be received by the Corporation for 
such length of time as the Corporation may determine” 

 “The Corporation may solicit, acquire, accept or receive gifts, donation, bequests 
or subscriptions of money or other real or personal property whether they be 
unconditional or subject to special conditions, provided any special conditions are 
not inconsistent with the above objects” 

 “…may invest and deal with the moneys of the Corporation is such manner as 
the Corporation may from time to time determine”. 
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1.3. Congregational Principles & Purposes 

As Unitarian Universalists we covenant to affirm and promote: 

 the inherent worth and dignity of every person; 

 justice, equity, and compassion in human relations; 

 acceptance of one another and encouragement to spiritual growth in our 
congregations; 

 a free and responsible search for truth and meaning; 

 the right of conscience and the use of the democratic process within our 
congregations and in society at large; 

 the goal of world community with peace, liberty, and justice for all; 

 respect for the interdependent web of all existence of which we are a part. 

These principles form the basis for all the Congregation’s policies including this 
Investment Policy. 

1.4. By-laws1
 

By-law 2-003 (i.): The affairs of the Congregation shall be managed by a Board of nine 
(9) Trustees, hereinafter referred to as the Board, who shall be responsible for the 
administrative operation of the Congregation and the expenditure of Congregational 
funds. 

By-law 2-003 (ii.): The Board may exercise all such powers and do all such acts and 
things as may be exercised or done by the Congregation and are not by the By-Laws of 
the corporation or by Statute expressly directed or required to be done by the 
Congregation at a meeting of the Members of the Congregation. 

By-Law 4-001 of the First Unitarian Congregation of Toronto specifies the Board of 
Trustees (hereinafter the "Board"), "has full authority and final responsibility for the 
sound management and safekeeping of all funds entrusted to it”. 
By-Law 4-002 (i.), establishes the Funds Management Committee as, “a committee of 
the Board, operating under its general guidance and authority to manage the 
Congregation’s long-term capital funds and any other financial assets assigned to it by 
the Board”. The long-term capital funds include the Endowment Fund, the Foundation 
Fund, and other long-term capital funds (each Fund is individually a "Fund" and 
collectively the "Funds") as designated by the Board. 

By-Law 4-002 (v.), requires the Funds Management Committee to, “initiate, secure 
approval for, interpret, implement and regularly review the Investment Policy which shall 
be the basis for administration and investment of the Congregation’s capital funds”. 

 
 
 

 
1 
References to the By-laws throughout the Investment Policy are to the By-laws of the First 

Unitarian Congregation of Toronto as at [insert date of approval of the proposed revisions to the 
By-laws] 
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2. Investment Goals and Objectives 

2.1. Goals 

The goals of the Congregation’s Investment Policy are: 

 To maximize the long-term rate of return on investment funds based on prudent 
judgment and subject to the remaining paragraphs of this section. 

 To mitigate the risk of loss of capital due to: 

o The effects of inflation 

o The inherent risk of investing in the financial markets. 

 To recognize the need for a degree of liquidity, regularity of income, and 
appreciation of capital to ensure availability of funds for distribution to satisfy: 

o The objectives of the individual Funds; and 

o The Canada Revenue Agency disbursement quota for investments held 
by charitable organizations beginning with tax years ending after 2008. 

 To support the Congregation's commitment to social justice by: 

o Adhering to socially responsible investing principles; and 

o Allowing for a portion of the capital to be directed to Community Investing. 

 To support an effective Planned Giving program by providing responsible 
management of the Congregation’s financial capital. 

 

2.2. Performance Objectives 

Specific investment performance objectives are: 

 To preserve capital at inflation-protected levels as measured by the Consumer 
Price Index for Canada. 

 Annual Net Return over rolling five-year periods, of at least inflation plus 3.5%. 

For illustration, the Bank of Canada attempts to keep the inflation rate within a target 
band of 1% to 3%; if actual inflation is approximately 2.5%, the target Annual Net Return 
for the Congregation’s capital funds should be at least 6% (2.5% plus 3.5%). 

As part of the Funds Management Committee’s annual review of the Investment 
Strategy it will set/adjust the Target Annual Net Return for the Congregation’s capital 
funds for the following period. 
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3. Risk 
The specific annual income objective by implication will be at least one or two 
percentage points higher than the risk-free rate of return and thus entail the taking of 
some modest risk, i.e. significant investment in equity markets. Risk is defined for 
purposes of this Investment Policy as the possibility that the capital value of the 
Congregation’s financial assets might decline over a period of time and/or that the 
capital funds might not generate sufficient income in a given year to cover the annual 
disbursement quota for investments of charitable organizations as specified by the 
Canada Revenue Agency. 

Risk may be mitigated by: 

 Careful selection and use of an investment manager(s) 

 Careful and regular tuning of portfolio asset mix targets 

 Realistic setting of the annual total income target 

 Effective ongoing monitoring and reporting of portfolio performance 

 Effective and timely response to changing market conditions 
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4. Funds Management Committee 
 

The Funds Management Committee is a committee of the Board and consists of five 
members: three appointed by the Board from the Congregation plus a Board member 
as liaison between the Committee and the Board plus the Treasurer as an ex officio 
member. By- law 4-002 of the Congregation specifies the roles and responsibilities of 
the Funds Management Committee including: 

 By-law 4-002 (vi.) which states: “Subject to the overriding authority of the Board 
over the management and affairs generally of the funds, assets and all property 
of the Congregation, the Funds Management Committee shall manage the 
investment and disbursement of the Funds of the Congregation according to 
applicable law, the By-laws of the Congregation, specific capital fund policies and 
the Investment Policy, as any or all of these may be amended, replaced or 
supplemented from time to time.” 

 By-law 4-002 (vii.) which states: “The Committee shall submit annually before the 
Annual General Meeting a written report to the Board describing its activities and 
accounting for its stewardship of the Funds during the preceding year.” 

 By-law 4-002 (viii.) which states: “The Funds Management Committee shall 
initiate, secure approval for, interpret, implement and review at least annually the 
Investment Policy and Investment Strategy which, in combination, shall be the 
basis for administration and investment of the Congregation’s capital funds.” 
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5. Investment Manager 

5.1. Requirement 

The Board of Trustees, upon the advice of the Funds Management Committee, shall 
appoint one or more Investment Managers. The duties and powers of the Investment 
Manager shall be set out in a written agreement between the Investment Manager and 
the Congregation. No one may be appointed as an Investment Manager unless such 
person enters into such an agreement with the Congregation. Any Investment Manager 
appointed by the Board shall be required to comply with the terms of this Investment 
Policy (as it may be amended from time to time). 

 

5.2. Qualifications 

Each Investment Manager so appointed shall: 

 Be registered as an Investment Counsel with the Ontario Securities Commission 
or be registered as a Broker with the Investment Dealers Association of Canada 

 Employ one or more individuals who are Chartered Financial Analyst (CFA) 
charterholders as awarded by the CFA Institute 

 Assign one of their CFAs (Chartered Financial Analyst) or CIMs (Certified 
Investment Manager), who shall not be a member of the Congregation, as the 
primary representative to the Congregation’s account 

 Not have a member of the Congregation with a significant financial interest in the 
Investment Manager 

 Have no conflict of interest in fulfilling the role of Investment Manager to the 
Congregation 

 

5.3. Responsibilities 

The Investment Manager(s) shall be responsible for: 

a) Proactively advising the Funds Management Committee on the appropriate asset 
mix for the Funds for which it is responsible, subject to any constraints imposed 
by the Investment Policy and Investment Strategy. 

b) Investing, selling and reinvesting the funds for which it is responsible in a prudent 
and professional manner and according to: 

i) The Congregation’s approved: 

o Investment Policy 

o Investment Strategy 

o Performance Objectives 

ii) The more stringent of the Investment Manager’s own code of conduct and the 
Code of Ethics and Standards of Professional Conduct for CFAs as 
established by the CFA Institute 

iii) Terms of the Investment Manager’s agreement with First Unitarian 
Congregation of Toronto 
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iv) Specific direction from the Chairperson or designated contact person of the 

Funds Management Committee 

c) Reporting monthly on portfolio transactions and holdings (units held, book values 
and market values). 

d) Reporting quarterly and annually on investment expenses and the performance 
of the portfolio based on the guidelines included in Appendix A: Investment 
Manager Reporting. 

 

5.4. Investment Manager Review 

The Funds Management Committee shall conduct a review of an Investment Manager 
under any of the following circumstances: 

 When an Investment Manager’s performance lags behind stated performance 
targets; 

 When the Investment Manager experiences significant personnel turnover or a 
significant change in philosophy or process; 

 At least annually. 

The Board, upon the advice of the Funds Management Committee, may terminate the 
agreement with an Investment Manager for any reason. 
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6. Investment Guidelines and Administration 

6.1. General 

Investments will be managed in order to achieve the objectives set out in Section 2. In 
selecting, retaining, and disposing of investments the Funds Management Committee 
and the Investment Manager shall consider diversification, asset allocation, performance 
of individual securities and ethical responsibility. 

 

6.2. Pooling of Capital for Investment 

The Funds Management Committee may, at its discretion, pool the capital from the 
various Funds in one or more General Investment Funds (GIF) to facilitate investment. 
The Funds Management Committee shall be responsible for allocating the annual return 
on the General Investment Fund(s) to the Funds based on a documented allocation 
formula. 

 

6.3. Asset Allocation Framework 

Diversification will be considered an important aspect of the management of the 
investments. The Funds Management Committee and the Investment Manager shall 
attempt to achieve reasonable diversification with respect to asset classes, market 
sectors, terms of interest bearing securities, and risk associated with investments. 

The Funds Management Committee in consultation with the Investment Manager shall at 
least yearly review and set the target asset allocation subject to the minimum and 
maximum allocations as specified in this table. 

 

 
Category Minimum Maximum 

Equities 30% 60% 

Fixed Income 30% 60% 

Community Investing 0% 5% 

Cash 0% 40% 

 

In addition: 

 Fixed income securities from any one corporate debt issuer shall not exceed 
10% of the total portfolio. 

 Any single equity stock shall not exceed 10% of the total portfolio. 

 The maximum weight of equities in any one of the ten S&P industry groups shall 
not exceed by more than 10% the weight for that S&P industry group in the 
Jantzi Social Index. 

 The total amount of securities from any one corporate issuer shall not exceed 
15% of the total portfolio. 

 The proportion of BBB-rated bonds in the portfolio’s bond holdings shall not 
exceed 15%. 
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Industry definitions of asset categories:  

 Equity Investments include common shares, rights and warrants, Real 
Estate Investment Trusts, equity and balanced mutual funds; and equity 
exchange traded funds. Common stocks should be listed on a recognized 
stock exchange.  

 Fixed Income Investments include Government bonds, corporate bonds, 
floating rate notes; Mortgage Backed-Securities, strip coupons and 
residuals, Guaranteed Investment Certificates, fixed income mutual funds 
and exchange traded funds, and preferred shares.  

 Cash and Equivalents include money market vehicles such as Treasury 
Bills, Bankers' Acceptances; cashable Guaranteed Investment Certificates, 
fixed income investments with maturities less than one year, money market 
mutual funds and cash.  

 

 

6.4. Ethical Responsibility 

The Congregation’s capital funds will be invested in accordance with the values and 
Principles of the Congregation. Financial investment in a company is a form of 
endorsement for the activities of that company.  Reasonable efforts will be made to 
avoid holding securities issued by corporations and agencies involved in activities which 
injure or demean life or tend to do so.  This will be implemented as follows. 

All reasonable efforts shall be made to avoid holding securities issued by corporations 
and agencies with substantial involvement in military weapons, tobacco, gambling, or 
fossil fuel extraction. Reasonable efforts shall be made to weight investment in favour of 
corporations with good practices in terms of human rights, labour relations, fair 
international trade, and environmental impact, and away from firms with poor practices. 
The Board on advice of the Funds Management Committee may add categories to this 
avoidance list or good practices list from time to time. It is recognized that socially 
responsible investment mostly involves making relative rather than absolute 
assessments of businesses. 

The Board and Funds Management Committee will ensure that this policy is 
implemented reasonably so as to maintain its intent while fulfilling all the legal 
obligations as trustees, and without substantially decreasing overall return on 
investment. This policy is adopted with the knowledge that various ethical mutual funds 
have been demonstrated to provide competitive returns. It is recognized that this policy 
has some potential to decrease investment returns, for example slightly less 
diversification, management expenses at the high end of the normal range, fewer 
options in international investing, or less ability to use exchange traded funds (ETFs) 

The primary way of implementing this policy will be to use ethical screens and ethical 
funds available from established and reputable investment advisors and securities firms. 
It is recognized that such standard products may not exactly match the avoidance and 
good practice categories named above, in which case reasonable matches will suffice. 

The Board and Funds Management Committee will select an Investment Manager with 
sufficient expertise in socially responsible investment, and will incorporate relevant 
provisions in the Congregation’s agreement with the Investment Manager. 
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This policy will be carried out with due diligence by the Board, Funds Management 
Committee and Investment Manager. This will include review and assessment of ethical 
screening options and related matters, and review and reporting of information on social 
responsibility and ethical screening as part of regular review of and reporting on the 
investment portfolio. 

Regular reporting to the Board and Congregation will include information on the social 
responsibility criteria or screens, how these are implemented, and related information. 

 

6.5. Community Investing 

Community Investing (CI) is investing that creates resources and opportunities for 
economically disadvantaged people in Canada and overseas who are underserved by 
mainstream financial institutions.  CI can be divided into two types: 

 Tier-2: Direct investments to individuals, community organizations, developers, 
and small businesses to achieve community investment goals. 

 Tier-1: Investments in institutions that invest the capital in a diversified portfolio 
of Tier-2 Community Investments. 

Tier-1 Community Investing is inherently less risky than Tier-2 investing due to 
diversification and due to the specialized skills that Tier-1 institutions possess to assess 
and monitor their Tier-2 investments. 

First Unitarian Congregation shall not make Tier-2 Community Investments. 

It is not expected that the Investment Manager will be able to advise the Funds 
Management Committee on the Community Investing portion of the portfolio; as a result, 
the Funds Management Committee will be responsible for the direct assessment of 
Community Investment opportunities and may consult with others in the Congregation 
during the assessment. The Funds Management Committee shall make its Community 
Investment recommendations to the Board who are solely responsible for approving 
each Community Investment. 
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6.6. Prohibited Assets and/or Transactions 

The Investment Manager may not make any transactions that are inconsistent with the 
prudent investor rule. 

The following list of prohibited transactions may not be contravened by the Manager 
without the prior written approval of the Funds Management Committee. 

a) The Manager shall not purchase any of the following asset types: 

 Futures (this refers to direct purchases of futures by the Investment Manager; 
futures that form part of a mutual or pooled fund are allowed) 

 Commodities 

 Real estate other than REITS and mortgage pooled funds 

 Lettered Stock and Limited Partnerships (with the exception of 144A 
securities) 

 Bonds rated lower than BBB 

 Conditional sales contracts 

 Warrants (unless acquired when attached to purchased common stock or 
bonds) 

 Lease-backs 

 Hedge funds 

 Tier-2 Community Investments 

 Securities of the Trustee or Investment Manager, its parent or subsidiaries 
unless confirmation is provided that controls are in place to ensure fairness of 
transactions. 

b) Private placements may be purchased only if they will provide liquidity and be 
traded in the capital markets within a relatively short period of time following 
purchase. 

c) Subsection not in use 

d) Unless specifically approved by the Committee, the Manager shall not: sell 
uncovered calls, buy securities on margin, engage in the short sale of securities, 
or maintain a short position, unless at all times when a short position is open, the 
portfolio either owns an equal amount of such securities or owns securities which 
are convertible into or exchangeable for securities of the same and equal in 
amount. 

e) The Manager shall not engage in any transaction where it acts as principal. 

f) The Manager shall not deal with the assets of the portfolio in its own interest or 
for its own account. 

g) The Manager shall not act in any capacity in any transaction involving the 
portfolio on behalf of a party (or represent a party) whose interests are adverse to 
the interests of the portfolio or the interests of the First Unitarian Congregation of 
Toronto. 

h) The Manager shall not receive any compensation for its own account from any 
third party dealing with the portfolio in connection with a transaction involving 
assets of the portfolio. 
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6.7. Annual Net Return and Annual Net Real Return 

Annual Net Return is defined as the total annual investment return for the portfolio 
including: 

 Dividend and interest income 

 Realized capital gains/losses 

 Unrealized capital gains/losses 

less all investment management expenses. 

Annual Net Real Return is defined as the Annual Net Return less the Annual Inflation 
Adjustment. 

The Annual Inflation Adjustment is defined to be the percentage change in the 
Consumer Price Index for Canada for the period as published by Statistics Canada. 

 

6.8. Target Distributions 

Distributions from the long-term capital funds that mandate capital preservation (the 
“endowment type funds”, e.g., the Endowment, Foundation and Rouff Mackie-Jenkins 
Funds) may not encroach upon the real capital value of these funds, which is defined as 
the total contributions adjusted on an annual basis for inflation. 
 
The Stabilization Amount for an endowment-type fund is defined as the difference 
between the market value and the real capital value of the fund. At the end of each fiscal 
year, for endowment-type funds other than the Endowment Fund, when the 
Stabilization Amount is positive, the entire amount becomes Income to be Distributed. 
Otherwise, there is no Income to be Distributed.  
 
For the Endowment Fund, either:  

A. If the Annual Net Real Return or the Stabilization Amount is negative there is no 
Income to be Distributed; or  

B. If the Annual Net Real Return and Stabilization Amount are positive, then the 
Income to be Distributed is the lesser of:  

a. the Annual Net Real Return; or  

b. the amount that, if distributed, would make the Stabilization Amount equal to 0.  
 
Of the Income to be Distributed, 80% becomes Funds Available to Spend and is no longer 
part of the fund. The remaining 20% remains in the fund.  
 
The Stabilization Amount shall not exceed 15% of the real capital value of the fund. If it 
exceeds this amount after distribution has occurred, additional funds shall be transferred 
to the Funds Available to Spend.  
 
The Endowment Funds Available to Spend may only be used as prescribed within the 
terms of the Endowment Fund.  
 
When the Stabilization Amount is negative, the Board may, at its sole discretion, transfer 
amounts to pay down the negative amount.  
 
When the Stabilization Amount is positive, the Board may, at its sole discretion, transfer 
amounts from the Endowment Fund to the Endowment Funds Available to Spend, taking 
note that, by reducing the Stabilization Amount, less will be available to offset future 
investment losses.  
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6.9. Investment Strategy 

The Funds Management Committee, with input from the Investment Manager(s), the 
Board and any external professional advisors as the Committee sees fit, will develop and 
at least annually review the Investment Strategy. The Investment Strategy will at a 
minimum include: 

 Specific asset allocation targets consistent with the Asset Allocation Framework 
specified in Section 6.3 and other investment policies contained in this document. 

 Benchmark index for each asset class to be used in monitoring the performance 
of the portfolio. 

 Specific performance targets for: 

o The long-term capital funds as a whole (i.e. target Annual Net Return and 
Annual Net Real Return)  

 
o The Investment Manager(s) 

 Method(s) for implementing and monitoring SRI policies 

 Transition strategy if there is any significant change in the Investment Strategy 
from time to time. 

 

6.10. Cash Flow Planning 

The Finance Convener and the Treasurer shall maintain a rolling one-year schedule of 
anticipated cash withdrawal requirements from the Funds. These requirements should 
be shared with the FMC and communicated to the Investment Manager(s). 

 

6.11. Handling of Donated Financial Assets 

Donated financial assets that are accepted by the Congregation that are inconsistent 
with this financial policy will be converted into acceptable investments in a prudent 
fashion at the earliest opportunity. 

 

6.12. Adjustments to Respect Guidelines 

Should capital appreciation or depreciation or other fluctuations in financial markets or 
the need for cash for investment transactions or other purposes cause any of these 
guidelines to be violated, the Investment Manager shall inform the Funds Management 
Committee. The Chair of the Funds Management Committee shall communicate any 
violation of the guidelines to the President and Treasurer in writing promptly. 

Investments shall be adjusted to respect the guidelines in a prudent fashion and within a 
reasonable delay, normally not more than 30 days. 

 

6.13. Investment Management Expenses 

The Funds Management Committee may approve expenditures for professional 
investment advice or for legal advice as it deems to be in the best interests of the Funds. 
These expenditures may be paid from the Funds on a pro rata basis and will be 
considered part of the annual distribution from the Funds. 

Investment management expenditures associated with the buying and selling of financial 
securities may be incurred by the Funds Management Committee and are not 
considered part of the annual distribution from the Funds. 
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6.14. Review and Evaluation 

At least annually, the Funds Management Committee will conduct reviews of: 

 The Investment Manager’s performance 

 The Agreement with the Investment Manager 

 The Investment Policy 

 The Investment Strategy 

and make recommendations to the Board for any changes to the foregoing items that the 
Committee deems appropriate and the Board shall make such changes as it determines 
advisable, in its discretion. 

   
 
 

7. Exceptions to the Investment Policy 
 

As warranted by financial and/or economic circumstances, short-term exceptions to this 
Policy can be recommended by FMC and approved by the President of the Board or an 
appropriate delegate as per the By-laws.  The exception, should one be granted by the 
President, will be reported to the Board no later than the second Board meeting after the 
point at which the exception was granted. 

 

 

  



First Unitarian Congregation of Toronto Investment Policy 

April 19, 2019  First U Investment Policy – v 1.6.doc  

 

 
Page 16 of 17 

 

Appendix A: Investment Manager Reporting 

Quarterly 
 

Review of Organizational Structure and Investment Process 

 Organizational Changes (i.e. ownership) 

 Changes to the investment process 

 Was the portfolio managed in adherence to the investment process? 

 Departures/additions to the investment staff (please provide an explanation) 

 Changes in assets under management: 

o Product assets under management 

o Product asset growth Gains Losses 

o Year-to-date 

o Prior Year 
 

Summary of Investment Guidelines 

 Violations to guidelines in the quarter 

o Identify an violations 

o Discuss steps to be in compliance 

 Comments, concerns, or suggestions regarding the policy statement 
 

Performance Review 

 Present total fund and asset class returns for last calendar quarter, year-to-date, 
last year, last three years, last five years and since inception versus designated 
benchmarks and performance targets. 

 Discuss performance relative to benchmarks and targets and reasons for over- 
and under-performance, provide attribution analysis which identifies returns due 
to allocation and selection decisions, as appropriate. 

 Provide portfolio characteristics relative to benchmark. 
 
Portfolio Holdings 

 Present book value and current market value. 

 List individual securities by sector, asset class, geography, as appropriate. 
 
Investment Expenses 

 Should include: 

o Direct charges 

o Commissions 

o Moneys paid to fund managers (in the case where Mutual Funds or like 
instruments are held.) Report our share of the management expense 

          (more ….)  
 
 



First Unitarian Congregation of Toronto Investment Policy 

April 19, 2019  First U Investment Policy – v 1.6.doc  

 

 
Page 17 of 17 

 
 

charged to the fund as per each fund’s Management Expense 
Ratio(MER). 

Other Comments or Information 

Sign-off by Investment Manager 

 Signed by a senior staff member of the Investment Manager. 
 

Annually (in addition to quarterly reporting requirements) 
 

Review of Investment Process and Evaluation of Portfolio Management Process 

 Brief review of investment process including the methods of discipline that are 
followed to assure adherence to the investment policy. 

 Investment strategy used over the past year and underlying rationale. 

 Evaluation (in hindsight) of strategy's appropriateness. 

 Evaluation of strategy's success/disappointments. 

 Current investment strategy and underlying rationale. 
 


