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The net assets of the Infrastructure portfolio 
totalled $6.0 billion at the end of fiscal year 2014, 
an increase of $2.1 billion from the $3.9 billion  
at the end of fiscal year 2013.

The Infrastructure portfolio generated $424 million in investment income, for a return of 9.4% in fiscal year 2014, 
compared to the benchmark return of 4.6%. This income included $276 million of distributions. The portfolio return 
was driven mainly by direct investments in the transportation and energy sectors in Europe, Canada and emerging 
markets. In the energy sector, movements in oil and natural gas markets, as well as relative differences in commodity 
prices across geographies, have created both opportunities and challenges for the portfolio.

Over a four-year period, Infrastructure investments generated a 6.0% annualized return compared to a benchmark 
return of 7.0% for the same period. The investment horizon of Infrastructure investments is more than 10 years. Since 
the inception of this asset class in June 2006, Infrastructure investments have generated a 6.1% annualized return, 
compared to a benchmark return of 5.2%.

The year-over-year increase in net assets in Infrastructure included new direct investments totalling $1.7 billion, the 
majority of which are in Europe. Over the course of the fiscal year, the Infrastructure group acquired the airport unit 
of Hochtief AG, a portfolio of participations in six airports located in Europe and Australia. The group also invested 
in a wind development portfolio in Turkey, alongside new strategic partners. In addition, the Infrastructure group 
committed approximately $400 million with new partners in India and North America. The diverse nature of these 
investments, in a variety of sectors and regions, contributed to enhanced portfolio diversification.

The Infrastructure strategy remains focused on building partnerships with other financial investors and strategic 
operators to acquire assets offering a good mix of predictable cash flows and growth opportunities, and owning 
these investments for many years.

As at March 31, 2014, direct and co-investments accounted for 89% of the assets of the Infrastructure portfolio, up 
from 85% at the end of the previous fiscal year.

Infrastructure

Diversification by Geography 
As at March 31, 2014

■ Europe 30.9%

■ North America 22.6%

■ United Kingdom 13.9%

■ Australia 13.5%

■ Latin America 13.3%

■ Asia and Others 5.8%

The Infrastructure portfolio is diversified mostly 
across the Americas and Europe.

Infrastructure

Diversification by Sector 
As at March 31, 2014

■ Transportation 47.4%

■ Electrical Generation  
and Transmission

 
24.7%

■ Oil and Gas Storage 
and Transport

 
13.9%

■ Oil and Gas Exploration 
and Production

 
8.8%

■ Water Utilities 4.0%

■ Other 1.2%



30	 ANNUAL REPORT 2014 Public Sector Pension Investment Board

À faire

RENEWABLE RESOURCES
ONE-YEAR RATE OF RETURN 20.0%
INVESTMENT INCOME $128 MILLION
NET ASSETS $795 MILLION
0.8% OF TOTAL NET ASSETS
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PSP Investments’ Enterprise Risk Categories
The ERM Policy defines and categorizes enterprise risks to facilitate a universal understanding of all the risks faced 
by PSP Investments. The Corporation’s enterprise risk categories are defined as:

–– Investment risk: the risk of loss inherent in achieving investment objectives, including market, liquidity, credit and 
counterparty, leverage and concentration risks.

–– Strategic risk: the risk of not achieving strategic goals or business objectives. This risk may arise if inappropriate 
strategic choices are made, or if strategies or related plans are not implemented successfully.

–– Governance risk: the risk of a lack of consistent corporate management, cohesive policies, or organizational 
structure alignment.

–– Stakeholder risk: the risk of not maintaining efficient relations with the sponsor of PSP Investments’ pension plans 
and key business partners.

–– Legal and regulatory risk: the risk of non-compliance with applicable regulations, or changes in legislation, regulations 
or other mandatory industry practices.

–– Operational risk: the risk of a direct or indirect loss resulting from inadequate or failed internal processes, people 
or systems, or from external events.

–– Reputational risk: the risk that an activity undertaken by PSP Investments or its representatives or key business 
partners impairs its image in the community or lowers public opinion and stakeholder confidence in it.

Each risk category encompasses different types of underlying risks that must be taken into account in order to 
accurately identify and efficiently manage all investment risks inherent in PSP Investments’ activities.

Investment Risk

Market Risk Liquidity Risk Credit and 
Counterparty Risk

Leverage Risk Concentration 
Risk

Non-Investment Risk

Strategic Risk Governance Risk Stakeholder Risk

–– Strategic Planning

–– Strategy Implementation

–– Corporate Oversight and Management

–– Organizational Structure

–– Policies and Tolerance Levels

–– Plan Sponsor Relations

–– Business Partner Relations

Legal and Regulatory Risk Operational Risk Reputational Risk

–– Misinterpretation of Regulations

–– Change in Regulations

–– People Management

–– Process and Information Management

–– Systems and Data Management

–– Fraud and Corruption

–– Business Disruption

–– Model and Valuation

–– Corporate Visibility

–– Responsible Investing
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Risk Management Governance
Sound internal governance forms the foundation of an effective risk management framework. Following the approval 
of the RAS, the governance sections of related risk management policies were reviewed for enhanced clarity with 
respect to the role of the Board of Directors, its committees and senior management.

To help ensure appropriate accountability and further clarify responsibilities for enterprise risk management, both the 
ERM and ORM Policies incorporate a “three lines of defence” framework:

–– First line of defence: business units and management.

–– Second line of defence: independent risk management and compliance functions.

–– Third line of defence: an independent review.

Three-line of defence framework

BOARD/AUDIT COMMITTEE

SENIOR MANAGEMENT – INTERNAL COMMITTEES

First Line of Defence Second Line of Defence Third Line of Defence

Business Units and Support Groups –– Risk Management

–– Compliance

–– Others (e.g. Finance 
and Administration)

Internal Audit External Audit

RISK CULTURE
Given that it faces risks in all aspects of its activities, PSP Investments promotes a corporate-wide risk-aware culture 
and strives for a universal understanding of key risks inherent to the Corporation’s activities. As outlined in the RAS 
as well as the “three lines of defence” framework, senior management and employees are not only active participants 
in risk identification, but also in risk evaluation, management, monitoring and reporting.

BOARD OF DIRECTORS OVERSIGHT
The Board of Directors establishes its risk oversight by:

–– Establishing the RAS, investment objectives, the SIP&P and the Policy Portfolio;

–– Participating in the definition of PSP Investments’ risk philosophy;

–– Ensuring that PSP Investments’ management has established effective enterprise risk management within 
the Corporation; and

–– Being apprised of material risks and how PSP Investments’ management is responding to them.

In order to oversee and manage risks related to its investments and operations, senior management relies on various 
committees, including the Management Investment Committee, the Management Operations Committee, the Risk 
Steering Committee, the Valuation Committee, the New Business Activity Committee and the Information Technology 
Governance Committee.

Risk Management Department
Headed by the Chief Risk Officer, the Risk Management department’s mandate is derived from PSP Investments’ ERM 
Policy established by the Board of Directors. The Risk Management department is responsible for establishing practices 
and processes to effectively manage risks within the boundaries of PSP Investments’ risk appetite.

The Risk Management department supports PSP Investments’ activities and is responsible for ensuring the management 
of investment and non-investment risks. In step with the rapid growth of assets under management and the evolving 
environment within which PSP Investments operates, the department has enhanced its core responsibilities and 
expertise to proactively implement industry-recognized risk management practices.
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RISK MANAGEMENT TOOLS AND PROCESSES
The use of risk data and information is key to the department’s ability to provide the monitoring and management 
reporting capabilities required to support daily risk management activities. The Risk Management department 
continues to build on existing processes, tools and systems to meet new requirements and implement effective risk 
management practices.

In addition to ongoing automation of valuation and risks processes, recent enhancement of services includes the 
development of profit-and-loss decomposition reports.

RISK MANAGEMENT MONITORING AND REPORTING
The Risk Management department ensures that key metrics are monitored and reported regularly to senior 
management and the Board of Directors. Complementary metrics are tracked for both Public and Private Markets 
on an ongoing basis and escalated to senior management and to the Board of Directors level as may be required.

PUBLIC MARKETS RISK
The Public Markets Risk team monitors and reports on all aspects of investment risk for publicly-traded securities. 
Essentially the team is responsible for market, credit and counterparty risk. Market risk activities include measuring 
the value-at-risk related to the Policy Portfolio and active management, and performing portfolio stress tests, 
sensitivity analyses and risk metrics relevant for specific portfolios. In addition to aggregated risk figures, a thorough 
decomposition of various risk factors is performed for Public Markets portfolios for continuous improvement of 
portfolio analytics and reporting.

Credit and counterparty risk activities involve reviewing the credit ratings of all counterparties, and the evolution 
of credit ratings of all credit-sensitive financial securities. A formal fundamental credit analysis is performed on all 
counterparties and brokers. Regulation and country risk form part of the analysis and review process for a complete risk 
view. Market signals and a daily early-warning-signal monitoring tool add an additional layer of review and monitoring 
for prompt alerts of credit risk deterioration of any counterparty, broker or issuer above threshold levels. As part of 
these activities, the team employs the concept of Potential Future Exposure (“PFE”) to account for potential volatility 
of its over-the-counter derivatives.

PRIVATE MARKETS RISK
Private Markets Risk is overseen by a dedicated team within the Risk Management department responsible for risk 
analysis of Private Markets assets.

In addition to quantitative analyses such as value-at-risk, the Private Markets Risk team also performs fundamental 
analysis for all significant Private Markets investments to complement quantitative parameters, and to internally 
ascribe and monitor internal risk ratings.

Fundamental analytical expertise is the cornerstone of PSP Investments’ internal risk-rating system. A weighted 
average of more than 100 internal risk ratings currently attributed to different assets is a key risk-monitoring tool for 
senior management and the Board of Directors.

In order to develop and maintain thorough market knowledge of each segment where PSP Investments’ Private 
Markets assets operate, the Risk Management team monitors industry events that may have an impact on the 
Corporation’s investments.
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LEVERAGE AND CONCENTRATION RISKS
In addition to the activities detailed above, the Risk Management department also tracks total leverage and its 
sub-components against pre-determined thresholds to ensure the best use of PSP Investments’ balance sheet.

Concentration risk is monitored and managed by reviewing concentration evolution over time and by sector, market, 
country or other parameters versus predetermined thresholds. An automated reporting structure was implemented 
for on-demand aggregate views of exposures, while safeguarding drill-down capabilities.

LIQUIDITY RISK AND TREASURY
As an integrated part of the risk management function, the Treasury department is responsible for the monitoring 
and management of liquidity, corporate leverage and currency exposure. The team ensures that investments held 
meet high standards in terms of their liquidity and credit profiles, and that leverage and currency-hedging activities 
are within limits and guidelines established by PSP Investments and detailed within the Corporation’s RAS.

CORPORATE RISK
The Corporate Risk team is primarily focused on operational risks and other non-investment risks.

The Corporate Risk team ensures the management of identified risks is aligned to both business objectives and the 
strategic plan, and that PSP Investments’ risk management framework is aligned to industry standards. The team is 
also responsible for the development and refinement of sound risk management processes for the implementation 
of successful enterprise and operational risk management programs.

Management of Investment Risks
As part of the ERM Policy, PSP Investments has developed an IRM Policy to support the management of risks incurred 
through the Corporation’s investment processes. The Policy establishes an IRM framework, with a goal of ensuring 
that investment activities respect the risk philosophy of PSP Investments and are within the tolerances and limits of 
its risk appetite.

The IRM Policy also supplements the SIP&P. It is designed to effectively manage all investment risks related to the 
implementation of the Policy Portfolio and to active management activities:

–– The Policy Portfolio, as defined in the SIP&P and described on page 15, includes a strategy to mitigate risk through 
a diversified investment portfolio.

–– Active management is defined as the sum of investment strategies that deviate from the approved Policy Portfolio. 
It is designed to supplement the returns of the Policy Portfolio within an active risk budget.

During fiscal year 2014, PSP Investments undertook the following initiatives designed to further improve the 
management of various types of investment risk:

–– Market risk: Further refined active risk measurement and attribution through improved derivative positions reporting, 
sensitivity analysis and exposure reports.

–– Currency risk: Reviewed the foreign-exchange exposure monitoring process and implemented a revised currency 
hedging policy.

–– Liquidity risk: Enhanced the liquidity framework through improved cash-flow projections.

–– Credit and counterparty risk: Ensured successful implementation of OTC Cleared Derivatives trading according to 
the Dodd-Frank regulation, as well as Swap Execution Facility (“SEF”) trading.

–– Leverage risk: Carried out an in-depth review of all potential sources of leverage, which led to the establishment 
of a detailed limit structure.

–– Concentration risk: Developed a comprehensive view of PSP  Investments’ aggregated portfolio across all 
asset classes.

–– Private Markets risk: Enhanced reporting for risk indicators for all Private Markets investments and strengthened 
monitoring tools for all internal credit ratings.
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Management of Non-Investment Risks
Given that the management of different categories of risk entails utilizing different approaches, all of the various risk 
management policies and procedures in force are regularly reviewed to ensure that they are in accordance with the 
guiding principles stated in the ERM Policy.

Operational risk is one of the key enterprise risks that PSP Investments is exposed to in its daily activities. An ORM 
Policy has been developed to supplement the ERM Policy. PSP Investments’ employees are active participants in 
mitigating all sources of potential operational failure, whether internal or external.

During fiscal year 2014, PSP Investments took the following actions to enhance the management of non-investment risks:

–– Risk Assessment: A Risk and Control Self-Assessment (“RCSA”) update was presented to the Board of Directors, 
identifying PSP Investments’ most significant risks, their key impacts, mitigation factors and the adequacy of the 
mitigation environment. PSP Investments’ top risks were communicated across the organization to ensure all 
employees have a consistent understanding of the risks inherent in our core activities and how they could hinder 
our ability to achieve our business objectives. Along with PSP’s RAS, the RCSA is designed to raise risk awareness 
and encourage open discussions about the risks inherent to our activities.

–– Responsible Investing: PSP Investments further amended its Responsible Investment Policy and related procedures 
to describe more fully its environmental, social and governance, and due-diligence and monitoring processes.

–– Fraud Prevention: During fiscal year 2014 the Fraud Risk Management Program was further formalized through the 
implementation of a Fraud and Corruption Prevention Procedure, which describes PSP Investments’ overall approach 
to enterprise-wide fraud and corruption risk management. Additional initiatives pertaining to fraud prevention and 
detection were also performed, such as the development and implementation of a mandatory Fraud and Corruption 
Risk Awareness training session for all employees, and select continuous-auditing techniques to monitor certain 
processes and activities that represent a higher risk of fraud.
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INTERNAL AUDIT  
AND COMPLIANCE

Internal audit
The Internal Audit function is an independent, objective assurance and consulting activity designed to add value and 
improve PSP Investments’ operations. It helps to achieve PSP Investments’ objectives by using a systematic disciplined 
approach to evaluate and improve the effectiveness of risk management, control and governance processes.

MANDATE
The Internal Audit department’s role involves auditing all of PSP Investments’ activities, including its wholly-owned 
subsidiaries, focusing on high-risk areas and promoting sound governance, risk management and control processes, 
and providing recommendations to management and the Audit Committee of the Board of Directors that support 
decision making at the operational and strategic levels. This is achieved through the use of a flexible annual audit plan 
for PSP Investments and its wholly-owned subsidiaries, utilizing an appropriate risk-based methodology, including 
any explicit risks or control concerns identified by management or the Audit Committee.

With the support of experts from outside consulting firms, the Internal Audit department carried out a number of risk-
based recurring and non-recurring internal audit mandates during fiscal year 2014. These mandates were undertaken 
as part of the annual review of PSP Investments’ overall control environment as well as key internal controls, including 
those related to fraud risk, as required under Section 28 of the Act. The definition of internal control adhered to by 
PSP Investments is derived from the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) 
Internal Control Integrated Framework.

Additionally, at the request of management and the Audit Committee, several advisory activities were conducted. 
Recommendations issued by the Internal Audit department help PSP Investments continuously strengthen its controls 
and improve the efficiency of its processes.

EXTERNAL QUALITY ASSESSMENT OF PSP INVESTMENTS’ INTERNAL AUDIT FUNCTION
As stipulated by the Institute of Internal Auditors (the “IIA”), the global professional association for internal auditing, 
an independent consulting firm was engaged to conduct an external quality assessment of PSP Investments’ Internal 
Audit function. The assessment resulted in PSP Investments obtaining the highest possible rating, confirming that the 
Corporation’s Internal Audit function operates in compliance with the IIA Standards.

Compliance
The Compliance department’s core activities consist of ensuring that PSP Investments employees, business 
practices and behavior are fully aligned with internal policies and procedures, as well as overseeing and monitoring 
PSP Investments’ investment activities.
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ETHICS
The standards of integrity and ethics that PSP Investments’ employees must uphold at all times are found in the Code 
of Conduct for Officers, Employees and Others (the “Employee Code”). Rigorous adherence to these standards and 
compliance with relevant laws and statutory requirements as well as internal policies and procedures, including the 
Employee Code, is one of the Compliance department’s main objectives.

PSP Investments takes the Employee Code seriously. Violators are subject to appropriate disciplinary measures, 
including termination of employment or engagement. The Employee Code also contains a whistleblowing and non-
retaliation provision designed to encourage and protect employees, and those subject to its provisions, who step 
forward and report fraudulent or inappropriate activities.

The Compliance Officer is responsible for the Employee Code’s procedures and reports quarterly to the Governance 
Committee of the Board, which is responsible for monitoring application of the Employee Code. The Employee Code 
may be consulted on PSP Investments’ website at www.investpsp.ca.

INVESTMENT COMPLIANCE, OVERSIGHT AND ADVISORY
In addition to its responsibilities involving the monitoring of daily trading, monthly oversight activities and quarterly 
reporting to the Audit Committee, the Compliance department monitors, in conjunction with the Legal Affairs 
department, regulatory changes and implements the required controls to support PSP Investments’ operations.
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Effective governance is essential to safeguard the capital transferred to PSP Investments and to ensure that appropriate 
objectives are pursued and achieved, consistent with the fulfillment of the Corporation’s statutory mandate. This section 
describes PSP Investments’ governance framework, including its mandate, the roles of the Board of Directors and 
Board committees and key governance policies and practices that guide the Corporation’s activities and behaviour.

Mandate
PSP Investments is a Crown corporation created in 1999 by Act of Parliament (the Public Sector Pension Investment 
Board Act, or the “Act”). PSP Investments’ mandate is twofold: managing the funds transferred to it by the Government 
of Canada for the Canadian Forces, the Reserve Force, the Public Service and the Royal Canadian Mounted Police 
(“RCMP”) pension plans (the “Plans”) in the best interests of the contributors and beneficiaries; and investing its assets 
with a view to achieving a maximum rate of return without undue risk of loss, having regard to the funding, policies 
and requirements of the Plans and their ability to meet their financial obligations.

Effective April 1, 2000, the Government of Canada created three new pension fund accounts (the “Pension Funds”), one 
for each of the Public Service, the Canadian Forces and the RCMP Plans. On March 1, 2007, the Government established 
the Reserve Force Pension Plan and created a Pension Fund for it as well. Employer and employee contributions in 
respect of service after the date of creation of a particular Pension Fund (“post-funding service”) are credited to the 
relevant Pension Fund. Amounts equal to the net balances credited to these Pension Funds (that is contributions 
minus benefits payments for post-funding service, and plan administration expenses) are transferred to separate 
accounts maintained at PSP Investments (the “Pension Plan Accounts”) for each of the Pension Funds, to be invested 
in accordance with the approved investment policy and strategy.

The Government of Canada manages and administers the Plans. The President of the Treasury Board is responsible 
for the Public Service Pension Plan, the Minister of National Defence for the Canadian Forces Pension Plan and the 
Reserve Force Pension Plan, and the Minister of Public Safety and Emergency Preparedness for the RCMP Pension 
Plan. Pursuant to the Act, PSP Investments is the sole investment manager of the amounts transferred to the Pension 
Plan Accounts. Pursuant to the legislation governing the Plans, the Government of Canada may at any time call upon 
the net assets of PSP Investments allocated to a Pension Plan Account for amounts required for the purpose of paying 
benefits under the relevant Plan in respect of post-funding service or for the purpose of reducing any non-permitted 
surplus in the Pension Fund of such Plan.

Board of Directors
In accordance with the Act, PSP Investments’ operations and activities are overseen by a Board of Directors 
composed of 11 members, including the Chair of the Board. Directors are appointed by the Governor in Council on 
the recommendation of the President of the Treasury Board to hold office during good behaviour for a term not 
exceeding four years. Candidates for directorships are selected from a list of qualified Canadian residents proposed 
by an external nominating committee established by the President of the Treasury Board (the “External Nominating 
Committee”) pursuant to the Act. The External Nominating Committee operates separately from the Board of Directors, 
the President of the Treasury Board and the Treasury Board Secretariat. Members of the Senate, the House of Commons 
and provincial legislatures, as well as employees of PSP Investments or the Government of Canada and those entitled 
to benefits from the Plans, are disqualified from serving as Directors. The Chair of the Board is designated from 
among the Directors by the Governor in Council on the recommendation of the President of the Treasury Board, after 
consultation with the Board of Directors, the Minister of National Defence and the Minister of Public Safety. On the 
expiry of the term of an incumbent Director, the incumbent may be reappointed and, in any event, continues in office 
until a successor is appointed.

GOVERNANCE
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In fiscal year 2014, two new directors were appointed to the Board. The Governor in Council appointed Mr. Timothy 
Hodgson on December 17, 2013, and Mr. Martin Glynn on January 30, 2014, for terms of four years. Also during fiscal 
year 2014, the terms of Mses. Cheryl Barker and Lynn Haight and Messrs. William A. MacKinnon and Michael P. Mueller 
were extended for an additional four years and the term of Mr. Anthony R. Gage was extended for an additional three 
years. On March 31, 2014, the Board was composed of the following 11 Directors:

–– Cheryl Barker, Interim Chair	 –	 Diane Bean

–– Micheline Bouchard	 –	 Léon Courville

–– Anthony R. Gage	 –	 Garnet Garven

–– Martin J. Glynn	 –	 Lynn Haight

–– Timothy E. Hodgson	 –	 William A. MacKinnon

–– Michael P. Mueller

Canadian securities regulators have defined the concept of “independent director” applicable to publicly-listed issuers 
as an individual who has no direct or indirect material relationship with the issuer. A “material relationship” has been 
defined as a relationship which could, in the view of the issuer’s board of directors, be reasonably expected to interfere 
with the exercise of an individual’s independent judgment. Those regulations do not apply to PSP Investments, given 
that it is not a publicly-listed issuer. However, based on the same definitions, all Directors of PSP Investments would 
be considered independent directors.

Accountability
PSP Investments is a Crown corporation with a unique governance and accountability regime which is set out in the 
Act. The Act provides that PSP Investments operates at arm’s length from the Government of Canada and imposes 
on it reporting obligations to the Government of Canada and the contributors to the Plans.

The Board of Directors is responsible for the selection, appointment, performance evaluation and compensation of the 
President and CEO, who reports to the Board of Directors. PSP Investments reports to the ministers responsible for 
the Plans through its quarterly financial statements and annual report. The annual report must also be made available 
to contributors to the Plans and is tabled in each House of Parliament by the President of the Treasury Board, who is 
responsible for the Act.

The President and CEO and the Chair of the Board are required to meet once a year with advisory committees 
appointed to oversee the Plans. PSP Investments is also required to hold an annual public meeting. The most recent 
annual meeting was held on November 27, 2013, in Ottawa.

In addition, PSP Investments communicates on an ongoing basis with the Chief Actuary of the Office of the 
Superintendent of Financial Institutions Canada, Treasury Board officials and other Government of Canada officials 
in the execution of its statutory mandate.

Pursuant to the Financial Administration Act (“FAA”), the Auditor General of Canada and Deloitte LLP were appointed to 
serve as joint external auditors of PSP Investments for fiscal year 2014. The Auditor General of Canada is funded directly 
by Parliament and costs are paid from an annual appropriation. This funding mechanism ensures its independence from 
the organizations that it audits. For Deloitte LLP, PSP Investments has a formal process to evaluate the impacts of non-
audit services on auditor independence. In fiscal year 2014, fees paid to Deloitte LLP totalled approximately $1.5 million, 
of which approximately $1.4 million were for audit and audit-related services and $0.1 million for non-audit services.

The external auditors are also responsible for conducting Special Examinations as stipulated in the FAA at least once 
every ten years. PSP Investments’ joint auditors conducted a Special Examination in fiscal year 2011 to determine if 
PSP Investments’ financial and management controls, information systems and management practices were maintained 
in a manner that provides reasonable assurance that they met the requirements of the FAA. The report on such Special 
Examination formed part of the annual report for fiscal year 2011 as required by the Act.
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Director Commitment, Skills and Competencies
The Board of Directors plays an active role in guiding PSP Investments. Therefore, a substantial time commitment is 
expected of Directors, particularly the Chair of the Board and the Chairs of Board committees, for meetings, preparation 
for meetings and travel.

All Directors of PSP Investments must have an excellent understanding of the role of a director and possess a general 
knowledge of pensions and a broad knowledge of investment management and its related risks.

In addition to investment management knowledge, the Directors of PSP Investments possess a wide range of 
professional experience in a variety of fields, including accounting, finance, economics and human resources. 
Biographies of each Director, as of March 31, 2014, can be found beginning on page 67.

In fiscal years 2013 and 2014, the Governance Committee updated its Board skills and competencies matrix in 
order to identify and manage any skill gaps at the Board level. This review proved useful for the Interim Chair when 
communicating desired candidate profiles to the External Nominating Committee.

Conduct of Board and Committee Meetings
Board members’ deep knowledge of the Corporation allows them to exercise management oversight and provide 
insight, where appropriate, in terms of strategy. This leads to active discussion at the Board and committee levels 
between Directors and management.

All regular Board and committee meetings include in-camera sessions, where no member of management is in 
attendance. As discussed below, the Audit Committee also has in-camera meetings with each of the internal and 
external auditors. In addition, the Board has in-camera meetings with the President and CEO and the Investment 
Committee has in-camera meetings with the Chief Risk Officer, in which no other members of the management team 
are present.

Each year, strategic meetings are held to discuss PSP Investments’ strategic plan and hold in-depth discussions on 
other investment and risk management related topics.

In order to fulfill their duties set out in the Act and in their respective Terms of Reference, the Board and its committees 
may use external advisors. This was the case for the Board as a whole as well as for the special Risk Committee and 
Human Resources and Compensation Committee during fiscal year 2014. While the Board and its committees take 
into account the independent recommendations of such advisors, final decisions are solely those of the Board or the 
committee in question, as the case may be.

Assessment of Board Performance
A formal process to evaluate the performance of the Chair of the Board, the Chairs of Board committees, individual 
Directors and the Board as a whole is overseen by the Governance Committee. Every Director, as well as the 
President and CEO and certain members of senior management, participate in the evaluation process. The Chair of 
the Governance Committee presents the results of the evaluation to the Board of Directors. Ensuing discussions focus 
on concerns and opportunities for improvement, what is working properly and what has improved since previous 
assessments, following which any measures deemed necessary are implemented.
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Roles and Responsibilities of the Board of Directors  
and Board Committees

BOARD OF DIRECTORS
In order to ensure that PSP Investments’ statutory mandate is met, the Board of Directors, in addition to the 
requirements of the Act, has defined its role to include, among other responsibilities, the following:

–– Appointment and termination of the President and CEO;

–– Annual review and approval of proposed amendments to the written Statement of Investment Policies, 
Standards and Procedures (“SIP&P”) for each Pension Plan Account;

–– Approval of strategies for achieving investment performance objectives and benchmarks against which to 
measure performance;

–– Adoption of appropriate policies for the proper conduct and management of PSP Investments, including a 
Code of Conduct for Officers, Employees and Others (“Employee Code”), and a Code of Conduct for Directors 
(“Director Code”);

–– Approval of a Risk Appetite Statement;

–– Ensuring that effective enterprise, investment and operations risk policies are in place;

–– Approval of human resources and compensation policies;

–– Establishment of appropriate performance-evaluation processes for the Board of Directors, the President and 
CEO and other members of senior management;

–– Approval of the remuneration of all officers, including the President and CEO; and

–– Approval of quarterly and annual financial statements for each Pension Plan Account and for PSP Investments as 
a whole.

The Terms of Reference describing the roles and responsibilities of the Board of Directors and its committees, 
the Chair of the Board and the Chair of a committee may be viewed in their entirety on PSP Investments’ website 
www.investpsp.ca.

BOARD COMMITTEES
The Board of Directors has established the following four standing committees to assist in the fulfillment of 
its obligations:

–– Investment Committee	 –	 Audit Committee

–– Governance Committee 	 –	 Human Resources and Compensation Committee

In addition to its standing committees, the Board of Directors established a special Risk Committee on October 3, 2012 
that was wound-up on November 13, 2013.

INVESTMENT COMMITTEE
The Investment Committee is responsible for overseeing the investment management function of PSP Investments. 
The Investment Committee’s duties assigned to it by the Board or provided for in the Act include the following:

–– Approving all investment proposals and related borrowings above thresholds delegated by the Board to 
management for approval; 

–– Making annual and other recommendations to the Board of Directors on the SIP&P for each Pension 
Plan Account; 

–– Overseeing PSP Investments’ investment risks and ensuring that an appropriate control environment is in place 
to govern the management of investment risks; and

–– Approving the engagement of external investment managers having discretionary authority to invest 
PSP Investments’ assets under management. 

The Investment Committee is composed of all members of the Board of Directors and is chaired by Mr. Anthony R. Gage.
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AUDIT COMMITTEE
The Audit Committee’s role is generally to review financial statements and the adequacy and effectiveness of 
PSP Investments’ systems of internal controls. This includes internal controls over the accounting and financial-
reporting systems within PSP Investments, as well as internal information system controls and security. Many of the 
duties of the Audit Committee are set out in the Act. These duties include:

–– Reviewing quarterly and annual financial statements for each Pension Plan Account and for PSP Investments 
as a whole, recommending them to the Board for approval and discussing any letters to management regarding 
any significant concerns on the part of the joint external auditors; 

–– Meeting separately with PSP Investments’ joint external auditors and internal auditors, without management 
present, to discuss and review specific issues related to the Audit Committee;

–– Overseeing PSP Investments’ operational risks and ensuring that an appropriate control environment is in place 
to govern the management of operational risks inherent to PSP Investments’ activities; 

–– Ensuring that internal audits are conducted in respect of PSP Investments and its subsidiaries; and

–– Adopting and maintaining an appropriate whistle-blowing mechanism for reporting fraudulent, illegal 
or inappropriate activities.

On March 31, 2014, the Audit Committee was composed of the following Directors:

–– William A. MacKinnon, Chair	 –	 Cheryl Barker

–– Anthony R. Gage	 –	 Garnet Garven

–– Lynn Haight	 –	 Timothy E. Hodgson1

All Audit Committee members are financially literate with accounting or finance expertise, and possess the requisite 
experience and knowledge to read and understand PSP Investments’ and the Pension Plan Accounts’ financial 
statements and properly fulfill their role. For more information on the experience of each committee member, as well 
as their occupations and education, please see their biographies on page 67.

GOVERNANCE COMMITTEE
The Governance Committee’s role is generally to assist the Board of Directors in monitoring governance matters at 
PSP Investments and developing related policies. The Governance Committee has responsibility for the application 
of the Director Code and the Employee Code. The Governance Committee’s duties also include the following:

–– Monitoring and assessing the relationship between the Board of Directors and management, defining the 
limits to management’s responsibilities and ensuring that the Board of Directors functions independently 
of management;

–– Reviewing at least every two years, with the assistance and input of the President and CEO and the Chair 
of the Board of PSP Investments, the Terms of Reference for the Board of Directors and the committees of the 
Board, and recommending to the Board such amendments as may be necessary or advisable;

–– Developing and recommending to the Board of Directors for approval new or amended by-laws and 
governance-related policies, including the Director Code and the Employee Code;

–– Developing target recruitment skill sets and other recruiting capabilities to facilitate the identification 
by the independent External Nominating Committee of suitable candidates for appointment as Directors 
of PSP Investments;

–– Overseeing the implementation of procedures for assessing the effectiveness of the Board of Directors 
as a whole, as well as the performance of individual Directors; and

–– Overseeing PSP Investments’ governance risks and ensuring that an appropriate governance framework 
is in place.

On March 31, 2014, the Governance Committee was composed of the following Directors:

–– Cheryl Barker, Chair 	 –	 Léon Courville

–– Garnet Garven 	 –	 Michael P. Mueller

1	 Mr. Timothy E. Hodgson was appointed to the Audit Committee on February 12, 2014.
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HUMAN RESOURCES AND COMPENSATION COMMITTEE
The Board of Directors strongly believes in the importance of human resources to the success of PSP Investments. 
Accordingly, the Human Resources and Compensation Committee assists the Board of Directors in ensuring that the 
necessary policies and procedures are in place to efficiently and effectively manage PSP Investments’ human resources 
and to offer all employees fair and competitive compensation aligned with performance. The Human Resources and 
Compensation Committee is therefore responsible for:

–– Making recommendations to the Board of Directors regarding PSP Investments’ human resources, training and 
compensation policies, and periodically reviewing such policies and recommending changes as necessary;

–– Reviewing annually, on an aggregate basis, the total compensation of all employees of PSP Investments;

–– Reviewing annually the performance evaluations of the President and CEO and other officers of PSP Investments 
and making recommendations to the Board on the remuneration of these individuals;

–– Overseeing PSP Investments’ human resources risks and ensuring that an appropriate governance environment 
is in place to manage human resources risks inherent to PSP Investments’ activities; and

–– Reviewing and reporting to the Board on PSP Investments’ succession planning.

On March 31, 2014, the Human Resources and Compensation Committee was composed of the following Directors:

–– Michael P. Mueller, Chair	 –	 Diane Bean

–– Micheline Bouchard	 –	 Léon Courville

–– Martin J. Glynn1

All Human Resources and Compensation Committee members are knowledgeable about issues related to human 
resources, talent management, executive compensation and risk management. Understanding of such issues was 
gained by professional experience as former chief executives or senior officers with oversight of human resources 
functions. For more information on the experience of each committee member, as well as their occupations and 
education, please see their biographies on page 67.

RISK COMMITTEE
The Board of Directors established a special Risk Committee effective October 3, 2012. In fiscal years 2013 and 2014, 
the special Risk Committee played a lead role in overseeing the development of PSP Investments’ Risk Appetite 
Statement and reviewing risk management practices and reporting.

In fiscal year 2014 up to its wind-up on November 13, 2013, the special Risk Committee was composed of the 
following Directors:

–– Diane Bean, Chair	 –	 Anthony R. Gage

–– Lynn Haight	 –	 Michael P. Mueller 

Upon wind-up, the responsibilities of the special Risk Committee were shared among the Investment Committee, 
Audit Committee and Board of Directors.

1	 Mr. Martin J. Glynn was appointed to the Human Resources and Compensation Committee on March 26, 2014.
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Code of Conduct for Directors
The Director Code together with the Employee Code were developed to establish and maintain a culture that guides 
decision-making throughout the Corporation. The purpose of the Director Code goes beyond complying with minimum 
statutory requirements; it reflects the expectation that Directors will have the highest level of integrity and ethical 
standards. The Director Code is designed to provide a workable process for identifying, minimizing and resolving 
potential conflicts of interest. Derived from the Act and the Conflict of Interest Act, the Director Code sets out in 
detail Directors’ statutory and fiduciary duties relating to conflicts of interest and helps ensure that Directors have a 
full understanding and appreciation of PSP Investments’ principles and values. Ultimately, the Director Code aims to 
assist Directors in determining appropriate business practices and behaviour.

Among other stipulations, the Director Code:

–– Requires Directors to give written notice to the Board of Directors of the nature and extent of their interest in 
a transaction or proposed transaction;

–– Prohibits Directors from voting on a resolution or participating in a discussion in any circumstances where they 
have a conflict of interest;

–– Requires the disclosure of any other business activity in which they participate that directly or indirectly affects 
PSP Investments’ activities or is in competition with PSP Investments’ activities;

–– Prohibits the acceptance of certain types of gifts;

–– Prohibits any form of fraud, bribery or corrupt practice and requires the immediate reporting of any knowledge 
of such activity to the Chair of the Governance Committee; and

–– Requires the Directors to pre-clear all personal trading of securities, except exempt trades, and to report 
quarterly to a PSP Investments’ auditor on their personal trading activities.

The Governance Committee is responsible for monitoring the application of the Director Code. The Director Code may 
be viewed in its entirety on PSP Investments’ website www.investpsp.ca.

Director Education and Orientation
The Act requires the External Nominating Committee to have regard to the desirability of having on the Board 
of Directors a sufficient number of Directors with proven financial ability or relevant work experience such that 
PSP Investments will be able to effectively achieve its mandate. The Act also requires Directors with relevant expertise 
to use their knowledge or skills in exercising their duties.

To enhance Directors’ financial knowledge and skills, PSP Investments created a Director Education Program. Each 
Director is allocated an individual education and training budget to be used primarily to strengthen their understanding 
of investment management. Directors are required to report annually on the nature of their individual development 
plans and the status with respect to implementation. As well as providing individual courses, conferences and reading 
material, the Director Education Program provides on occasion for the staging of group educational forums within 
Board of Directors meetings. During these sessions, speakers are invited to make presentations on a variety of topics 
that contribute to the individual and collective expertise of Board members. Topics covered during fiscal year 2014 
included the state of the Canadian, European, Asian and emerging markets economies and the challenges and 
opportunities offered to institutional investors.

Furthermore, newly appointed Directors are expected to complete an in-house Orientation Program. The purpose of 
the Orientation Program is to provide newcomers with the information necessary to acquaint them with the operations 
and culture of the Corporation and enable them to contribute effectively to the Board of Directors as soon as possible 
after their appointment. In fiscal year 2014, both Mr. Hodgson and Mr. Glynn completed an Orientation Program prior 
to their first Board and Committee meetings.

Both the Director Education Program and the Orientation Program are monitored by the Governance Committee.
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Directors’ Compensation
The approach to Director compensation adopted by the Board of Directors reflects the requirements of the Act. 
The first requirement is that the Board should include a sufficient number of Directors with proven financial ability 
or relevant work experience such that PSP Investments will be able to effectively achieve its mandate. The second 
requirement is that Directors’ compensation should be set “having regard to the remuneration received by persons 
having similar responsibilities and engaged in similar activities”.

The Board reviews Directors’ compensation once every two years and considers any changes that may be warranted 
based on a report and recommendations provided by the Governance Committee. The following compensation for 
Directors was approved by the Board of Directors for fiscal year 2012, and the Board subsequently agreed that there 
would be no increase in these amounts for fiscal years 2013 and 2014:

–– Annual retainer for the Interim Board Chair: $150,000

–– Annual retainer for each Director other than the Board Chair: $30,000

–– Annual retainer for each Chair of a committee of the Board: $10,000

–– Attendance fee for each Board meeting: $1,5001,2

–– Attendance fee for each committee meeting: $1,5001,2

–– Travel fees for each Director who attends a meeting in person if the Director’s primary residence is outside Québec 
or Ontario, or in any case where a Board of Directors or committee meeting is held in a location outside Québec 
and requires a Director to travel more than three hours away from his or her primary residence: $1,500.

The Interim Chair of the Board is not entitled to any meeting fees or annual retainer as Chair of a committee of the 
Board. Directors of PSP Investments are not entitled to additional compensation in the form of retirement benefits or 
short-term or long-term incentives.

The Board met nine times during fiscal year 2014 and its Committees held 30 meetings. This translated into 
remuneration for Directors of $731,502. The tables on the following two pages illustrate and break down the above-
mentioned information.

1	 $500 for a meeting of less than one hour.
2	A single meeting fee will be paid to a Director who attends meetings of the Board of Directors and the Investment Committee held concurrently.
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Attendance of Directors Board and Committee Meetings  
Fiscal Year 20141

Board of
Directors

Investment  
Committee

Audit  
Committee

Governance 
Committee

Human Resources  
and Compensation 

Committee
Risk 

Committee2

Regular Special Regular3 Special4 Regular Special Regular5 Special Regular Special Regular6

Number of meetings 
Fiscal Year 2014 8 1 6 1 6 1 4 1 6 1 4

Cheryl Barker 7 8/8 1/1 6/6 1/1 5/6 1/1 4/4 1/1

Diane Bean 8/8 0/1 6/6 0/1 6/6 0/1 4/4

Micheline Bouchard 7/8 1/1 5/6 1/1 5/6 1/1

Léon Courville 7/8 1/1 5/6 1/1 3/4 1/1 5/6 1/1

Anthony R. Gage 8/8 1/1 6/6 1/1 6/6 0/1 4/4

Garnet Garven 8/8 1/1 6/6 1/1 6/6 1/1 4/4 1/1

Martin Glynn 8 1/2 – 1/2 – 1/1 –

Lynn Haight 6/8 0/1 5/6 0/1 6/6 1/1 3/4

Timothy E. Hodgson 9 2/2 – 2/2 – 2/2 –

William A. MacKinnon 7/8 1/1 6/6 1/1 5/6 1/1

Michael P. Mueller 8/8 1/1 6/6 1/1 4/4 1/1 6/6 1/1 4/4

1	 During fiscal year 2014, certain Directors were not able to attend all meetings due mainly to health issues or prior work commitments.

2	The Risk Committee was created on October 3, 2012 and wound-up on November 13, 2013.

3	One regular meeting of the Investment Committee was held concurrently with a regular meeting of the Board.

4	The special meeting of the Investment Committee was held concurrently with the special meeting of the Board.

5	One regular meeting and one special meeting of the Governance Committee were held concurrently with regular meetings of the Board.

6	One regular meeting of the Risk Committee was held concurrently with an Investment Committee meeting.

7	As Interim Chair of the Board, Ms. Barker attended a Human Resources and Compensation Committee meeting that was held concurrently with the Audit Committee meeting.

8	Mr. Glynn was appointed to the Board and Investment Committee on January 30, 2014 and to the Human Resources and Compensation Committee on March 26, 2014.

9	Mr. Hodgson was appointed to the Board and Investment Committee on December 17, 2013 and to the Audit Committee on February 12, 2014.

Remuneration of Directors 
Fiscal Year 20141

Remuneration 1

Name
Annual

Retainer

Chair of a
Committee/

Annual Retainer

Boards/ 
Committees

Meeting Fees Travel Fees Total

Cheryl Barker $150,000 – – $9,000 $159,000

Diane Bean $30,000 $6,196 $31,500 – $67,696

Micheline Bouchard $30,000 – $26,000 – $56,000

Léon Courville $30,000 – $29,000 – $59,000

Anthony R. Gage $30,000 $10,000 $33,000 $9,000 $82,000

Garnet Garven $30,000 – $35,000 $10,500 $75,500

Martin J. Glynn $5,083 – $4,500 $1,500 $11,083

Lynn Haight $30,000 – $29,000 – $59,000

Timothy E. Hodgson $8,723 – $8,000 – $16,723

William A. MacKinnon $30,000 $10,000 $27,500 – $67,500

Michael P. Mueller $30,000 $10,000 $38,000 – $78,000

1	 In FY2014, in addition to their total remuneration, Directors received an allowance of $2,000 to cover computer and office supply related expenses as meeting materials 
are delivered electronically only. The allowance has been reduced to $1,000 for FY2015.
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INVESTMENT GOVERNANCE  
OVERSIGHT
As a long-term investor, PSP Investments believes in the importance of establishing strong governance 
oversight of its investments. PSP Investments uses its ownership positions to promote good corporate 
governance practices by exercising its proxy voting rights and actively engaging with companies 
through service providers, individually and through collaborative initiatives with other like-minded 
institutional investors.
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Proxy Voting
PSP  Investments has adopted Proxy Voting Guidelines (the “Guidelines”) addressing the areas of corporate 
governance with respect to which it may be requested to vote on from time to time, as well as the principles on which 
PSP Investments will rely in determining a response to such requests. PSP Investments will give due consideration to 
corporate governance principles when assessing the merits of an issue and will exercise its voting rights with a view 
to maximizing the value of its shareholdings.

As part of the active management of its proxy voting, PSP Investments reviews proxy circulars and research from 
service providers when voting the equities held in accounts managed internally as well as those in segregated accounts 
managed by external managers.

PSP Investments amended the Guidelines in fiscal year 2014, primarily to further articulate our expectations of issuers 
regarding the shareholder democratic process.

The Guidelines may be viewed on PSP Investments’ website www.investpsp.ca.

PROXY VOTING ACTIVITIES
Most proposals at shareholder meetings are submitted by the company’s management and relate to the election of 
directors, the appointment of auditors and other matters that arise in the normal course of business.

In fiscal year 2014, PSP Investments exercised its voting rights at 2,981 meetings, voting against or abstaining from 
management’s recommendations on 9.3% of the 32,018 proposed resolutions.

The issues on which PSP Investments voted against management’s recommendation or abstained on such resolutions 
are shown below followed by a description of each category:

Issue
Fiscal Year 2014

■ Board Independence 
and Effectiveness 43%

■ Compensation 19%

■ Shareholder Proposals 14%

■ Capital Structure 10%

■ Other 6%

■ Auditors Irregularities 5%

■ Amendments to Articles 2%

■ Anti-takeover Protection 1%

BOARD INDEPENDENCE AND EFFECTIVENESS
PSP Investments believes that a strong independent board of directors is best positioned to successfully direct and 
control a company in a way that ensures the creation of long-term shareholder value. This category includes resolutions 
where PSP Investments withheld its votes from nominees seeking election as directors. In the latest fiscal year, 
PSP Investments withheld its votes from selected nominees because of non-independence issues, non-separation of 
the role of Chair and CEO, poor attendance records and director time-commitment issues.
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COMPENSATION
PSP Investments believes that compensation incentives to executives should be suitably structured to enhance 
shareholder value while rewarding performance that meets or exceeds stated objectives. During the latest fiscal year, 
PSP Investments voted against several compensation plans that were misaligned with performance or that failed to 
adequately disclose performance conditions.

SHAREHOLDER PROPOSALS
Shareholder-initiated proxy proposals can be a useful and relevant means of addressing concerns and effecting change 
at companies that underperform or have poor environmental, social and governance practices. PSP Investments 
reviews all shareholder proposals on a case-by-case basis. PSP Investments generally supports shareholder proposals 
that increase the board of directors’ level of accountability to shareholders and serve the company’s financial interest, 
without putting excessive constraints on the company, its board of directors or its management. In the latest fiscal 
year, PSP Investments supported shareholder proposals relating to compensation, majority voting for the election of 
directors, and additional disclosure with respect to risks. Examples of shareholder proposals supported are provided 
on page 53.

CAPITAL STRUCTURE
PSP Investments is generally supportive of changes to a company’s capital structure, provided there are sound business 
reasons for the proposed changes. In the latest fiscal year, PSP Investments voted against certain changes to capital 
structures because of dilution issues not justified by business considerations.

AUDITORS IRREGULARITIES
PSP Investments supports the election of auditors where they meet generally accepted independence standards 
and the integrity of an audit has not been compromised. On a limited number of occasions during the past fiscal 
year, PSP Investments voted against auditors who, in the opinion of PSP Investments, did not meet these standards.

AMENDMENT TO ARTICLES
From time to time, PSP Investments is asked to consider resolutions regarding amendments to the articles of a 
company. In the past fiscal year, PSP Investments was asked to vote on amendments to articles that would limit the right 
to call a special meeting, that called for the adoption or elimination of cumulative voting that amended or eliminated 
“supermajority” requirements, or that would change the jurisdiction of incorporation of a company. All resolutions 
amending articles are reviewed on a case-by-case basis in light of the proposed changes to the company’s governance 
structure. PSP Investments generally votes against amendments to articles that reduce shareholders’ rights.

ANTI-TAKEOVER PROTECTION
PSP Investments always evaluates takeover-protection policies and proposals as well as shareholder rights plans on 
a case-by-case basis. During the past fiscal year, PSP Investments voted against takeover proposals, policies and 
shareholder rights plans where it felt they did not provide for an equal treatment of shareholders in the event of a 
takeover offer or included anti-takeover measures such as the right to issue shares should the company be subject 
to a bid.
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EXAMPLES OF SHAREHOLDER PROPOSALS SUPPORTED
In fiscal year 2014, PSP Investments voted on 858 shareholder proposals, and supported 44% of these proposals.

Shareholder proposals For votes Rationale

Political contributions and 
expenditures report

51 proposals We encourage the full and transparent disclosure of company 
practices regarding political contributions. When this disclosure 
is not found, we will support shareholder proposals requesting 
greater disclosure.

Majority vote for the election 
of directors

32 proposals Electing directors is the most fundamental right for shareholders 
and thus we should have the opportunity to vote for or withhold 
from a director candidate.

Independent Board Chair and 
separation of Chair and CEO

30 proposals We believe that the Chair of the Board should be an 
independent director.

Proxy access and right to call 
a special meeting

19 proposals We support proposals that remove restrictions on the right of 
shareholders to nominate candidates for directors, subject to 
sufficient requirement regarding share ownership.

Report on sustainability and other 
environmental matters

16 proposals We support proposals that seek to increase Board of Directors’ 
level of accountability to shareholders on sustainability and 
environmental matters.

Responsible Investing
PSP Investments recognizes that a broad range of financial and non-financial considerations can be relevant in terms 
of making investment decisions. PSP Investments has adopted a Responsible Investment Policy which embodies its 
belief that responsible corporate behaviour with respect to environmental, social and governance (“ESG”) factors 
can generally have a positive influence on long-term financial performance. In analyzing the risks inherent in any 
investment, PSP Investments looks to identify, monitor and mitigate ESG issues that are, or could become, material 
to long-term financial performance. Consideration of ESG risks is part of the due diligence process with respect to 
potential investments and the assessment of the practices of external managers. The integration of ESG factors is 
well established across asset classes and these risks are discussed in the business plans of the asset classes and 
are addressed in each investment recommendation submitted to the Investment Committee or to the President 
and Chief Executive Officer or other approving officer. The monitoring of ESG risks is part of an ongoing dialogue 
with external managers, boards of directors and senior management of the private and public companies in which 
PSP Investments invests.

In fiscal year 2014, PSP Investments further amended its Responsible Investment Policy and related procedures to 
describe more fully its ESG investment due diligence and monitoring processes.

PSP Investments’ Responsible Investment Policy may be viewed on PSP Investments’ website www.investpsp.ca.
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DIRECT ENGAGEMENT ACTIVITIES
With the assistance of a service provider, PSP Investments actively engages in dialogue with public companies with 
a view to improving their ESG practices. Public companies are selected for engagement based on a process that 
takes into account elements such as a company’s ability to create shareholder value, the prospects for successful 
engagement and the ESG issues at hand. The intensity of PSP Investments’ involvement with public companies evolves 
over time: some engagements entail one or two meetings over a period of months, while others are more complex 
and entail multiple meetings with board members and senior management over several years. PSP Investments tracks 
its engagement objectives primarily in the context of issues where it feels changes in behavior are warranted. Often 
there are multiple ESG issues to be addressed within the same company, each of which may require different levels 
of effort and engagement approaches as well as different contact points.

When undertaking extensive engagements, a five-step milestone approach is used to guide the engagement process 
and assess the success of the engagements:

Milestone 0 Milestone 1 Milestone 2 Milestone 3 Milestone 4

New Objective 
 

Raised Concerns 
 

Acknowledgement  
of Issue 

Develop Credible 
Strategy/ 

Set Stretching Targets

Strategy 
Implemented 

In fiscal year 2014, PSP Investments made progress in delivering engagement objectives across regions and themes. 
The following graph depicts the progress that has been made through the achievement of new milestones for the 
respective objectives:

Engagement Objectives
Fiscal year 2014 (number)

Environmental Social Governance

  Positive progress
No change

54

31

374

11385
76

37
245

129

In fiscal year 2014, PSP Investments directly engaged 
with 302 public companies held in PSP Investments’ 
portfolios. The engagements are done globally.

 

Engagement by Country  
or Region 
Fiscal Year 2014

■ Europe 36%

■ Asia Pacific, Australia  
and New Zealand 25%

■ United States 22%

■ Emerging Markets 10%

■ Canada 7%

PSP Investments engages with public companies 
on a range of ESG issues. Below is a breakdown of 
PSP  Investments’ engagement activities by issue 
followed by a description of each  category on the 
next page:

Engagements
Fiscal Year 2014

■ Governance 64%

■ Social 22%

■ Environmental 14%
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GOVERNANCE
Governance can be defined as the framework of rules and practices by which a board of directors ensures accountability 
and transparency in the company’s relationship with its shareholders. PSP Investments engaged with public companies 
on a number of governance issues during the past fiscal year. Examples of issues raised were director independence, 
majority voting, separation of Chair and CEO roles, succession planning, committee structures, performance-linked 
compensation, risk management and disclosure quality.

Example of an Engagement with an Asian Company Operating in the Machinery and Equipment Sector

Engagement objective

–– Encourage the company to refine its compensation programs by clarifying pay for performance.

–– Encourage integrated thinking and reporting on environmental, social and governance (“ESG”) factors.

What we achieved

Following PSP Investments’ engagement with this global company headquartered in Asia, it adopted a new executive 
compensation program that increases the proportion of performance-linked compensation. The company also agreed 
to integrate ESG factors into its main operations and undertook to publish an integrated report in 2014.

SOCIAL
PSP Investments engaged public companies on a variety of social issues, including labour and community relations 
particularly in troubled regions, health and safety concerns, and bribery and corruption risk management.

Example of an Engagement with a Canadian Oil and Gas Company

Engagement objective

–– Improve health and safety record in the company’s Canadian and international operations.

What we achieved

We had several meetings to discuss concerns with the health and safety record of the company, particularly in relation 
to contractors in its international operations. Since the commencement of our engagement, the health and safety record 
has improved significantly and the company now discloses detailed data on injury rates and fatalities. Furthermore, 
higher safety standards are now imposed on contractors.

ENVIRONMENTAL
PSP Investments met with a significant number of public companies on environmental-related issues in fiscal year 2014. 
These engagements focused mainly on climate change, water stress, oil and gas and mineral and metals extraction, 
forestry and biodiversity.

Example of an Engagement with a South American Mining Company

Engagement objective

–– Ensure the development of a credible environmental strategy throughout the company’s operations

What we achieved

We engaged with the company to raise concerns about environmental risk management and the standards applied 
across the company’s operations and international joint ventures. We were able to test the company’s management 
of environmental issues through mine visits. The company has committed to improving its environmental disclosure 
and has provided forward-looking targets regarding carbon, waste and water. We will continue to monitor progress 
on this issue.
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Collaborative Initiatives
In addition to its direct-engagement efforts with public companies, PSP Investments participates in collaborative 
governance initiatives and engagements with other like-minded institutional investors to strengthen its voice with 
regard to corporate governance issues.

CANADIAN COALITION FOR GOOD GOVERNANCE
For instance, PSP Investments is an active member of the Canadian Coalition for Good Governance (“CCGG”), which 
represents 47 institutional investors managing assets of nearly $2 trillion. CCGG, on behalf of its members, engages 
with the boards of directors of approximately 50 Canadian issuers each year. Discussion topics include all aspects 
of corporate governance. The CCGG engagements are in addition to PSP Investments’ direct engagement activities 
discussed above.

CDP
PSP Investments is a signatory of the CDP, formerly known as the Carbon Disclosure Project. The CDP acts on 
behalf of 767 institutional investors representing over US$92 trillion in assets under management, to encourage 
public companies to disclose how they are managing climate-change risks and opportunities that may be affecting 
their businesses. In 2013, the CDP sent questionnaires to over 5,000 of the world’s largest companies, including 
200 Canadian companies. Approximately 63% of the Canadian companies in PSP Investments’ portfolio that received 
questionnaires returned them completed. We are encouraged by the growing number of respondents to the CDP 
questionnaires in Canada and invite companies to continue to improve their climate disclosure scores and performance.

Since fiscal year 2010, PSP Investments is also a signatory of the CDP Water program, which enables institutional 
investors to better understand the business risks and opportunities associated with water scarcity and other water-
related risks by increasing the availability of high-quality information on this issue. In 2013, more than 1,000 companies 
from all over the world were asked to report water-related information to CDP. Close to 60% of these companies 
engaged with CDP to enable effective measurement, management and reduction of corporate water-related issues.

OTHER COLLABORATIVE INITIATIVES
PSP Investments is an active member of a group of seven Canadian pension funds which decided in 2012 to join forces 
to engage on initiatives for greater transparency of the Canadian proxy-voting system and formed a Peer Proxy 
Voting Working Group. The Proxy Voting Working Group has informed the CSA, securities regulators, the TSX and 
other market participants of its concerns and called for improvement. The Proxy Voting Working Group responded 
to CSA Consultation Paper 54-401 on the review of the proxy-voting infrastructure. PSP Investments represented the 
group at the OSC roundtable on proxy-voting infrastructure on January 29, 2014, in Toronto. Industry experts were 
invited to explore the problems, challenges and possible solutions to improve the transparency and reliability of the 
proxy-voting system in Canada.

The Corporation is also a member of the Pension Investment Association of Canada (“PIAC”). PIAC’s mission is to 
promote sound investment practices and good governance for the benefit of pension plan sponsors and beneficiaries.

Additionally, PSP Investments has long been an active participant in collaborative initiatives by groups of limited 
partners to facilitate improvement with respect to the consistency of reporting, the uniformity of information made 
available and governance best practices. In March 2013, the Corporation was part of a group of more than 40 limited 
partners that developed an ESG disclosure framework for Private Equity investments. The framework is designed 
to help limited partners and general partners work together to define reasonable expectations and set appropriate 
standards for ESG disclosure.
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Public Consultations
During fiscal year 2014, PSP Investments responded to over 25 public requests in Canada and abroad to consultations 
on governance-related topics. Examples of public consultations in Canada to which PSP Investments responded are 
found below.

–– Submission to Canadian Securities Administrators on proposed amendments to early reporting regime

On March 13, 2013, the Canadian Securities Administrators (CSA) published for comment proposed amendments to the 
early-warning reporting regime in Canada. PSP Investments submitted a comment letter to the CSA on July 12, 2013, 
in which it stated its support of the amendments to the early-warning requirements proposed, including reduction 
of the reporting share ownership levels from 10% to 5%. However, PSP Investments did express concerns with 
certain elements of the proposals that relate to reporting of equity equivalent derivatives and inclusion thereof in the 
calculation of the share ownership level.

–– Submission to Canadian Securities Administrators and the AMF on proposed amendments to shareholder rights plans

On March 14, 2013, the CSA published for comment National Instrument 62-105 Security Holder Rights Plans. If adopted, 
the instrument would establish a national framework for shareholder rights plans and generally provide a target 
company greater flexibility in using such a plan. Concurrently, the Autorité des marchés financiers (AMF) published 
for comment a consultation paper that provides an alternative approach to defensive tactics for companies that are 
the targets of takeover attempts.

PSP Investments submitted a comment letter to the AMF and CSA on July 12, 2013. PSP Investments generally 
supported the proposed CSA rule, because it believed that it is better than the status quo in that it reduces regulatory 
intervention and clarifies the weight that will be given to a shareholder vote with regard to a rights plan. PSP Investments 
also supported two of the proposals in the AMF Consultation Paper dealing with changes to the regulatory regime 
applicable to take-over bids (i) to require a minimum tender condition of 50% +1 and (ii) to extend the bid period by 
10 days after reaching the mandatory minimum tender condition.
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During fiscal year 2014, the Human Resources and Compensation Committee (HRCC) oversaw the implementation 
of changes to key compensation, benefits and talent-management policies.

EXECUTIVE COMPENSATION
PSP Investments’ pay-for-performance approach to compensation is designed to reward outstanding performance 
while discouraging undue risk-taking. Incentive compensation is factored into compensation packages at all levels 
of the Corporation and forms the largest component of total target remuneration for PSP Investments executives.

Following an in-depth review carried out by the HRCC with the support of an independent compensation consultant, 
modifications to executive compensation programs were introduced effective April 1, 2013. A new Corporate Objectives 
component was introduced for the senior management team, along with a reduction in weighting of the formulaic-
based component tied solely to investment performance to ensure an appropriate balance of metrics used to determine 
payments. The modifications were intended to effectively reduce potential maximum payouts, while ensuring that 
PSP Investments maintains a balanced pay-for-performance structure which will enable us to continue attracting, 
retaining and motivating outstanding executive talent by offering competitive remuneration packages in line with 
those of peer organizations. Both the Short-Term and Long-Term Incentive Plans are based on rolling four-year periods. 
Given the continuing strong relative investment performance over the latest four years, during which PSP Investments 
realized some $4.9 billion of value-added returns, the incentive plans generated maximum or close to maximum 
payouts for many executives for fiscal year 2014. Remuneration awarded to members of the senior management team 
for the latest fiscal year reflects the recent changes to the executive compensation programs.

PENSIONS
Pension and retirement plans represent another key element of total compensation. Several changes to pension 
arrangements for PSP Investments employees, approved by the Board at the Committee’s recommendation, have been 
implemented. As of January 1, 2014, all new hires are enrolled in a newly established defined-contribution pension plan 
that provides the Corporation with more control over the risks associated with employee benefits. As well, amendments 
to cost-sharing arrangements for PSP Investments’ pre-existing defined-benefit plan will see contributions move 
to a 50/50 ratio by January 1, 2017, thereby aligning it with pension plans covering federal government employees.

SUCCESSION PLANNING AND TALENT MANAGEMENT
In today’s highly competitive market for qualified personnel, the recruitment, retention and development of high-
performing employees is essential for PSP Investments’ continued success. Succession planning, another important 
responsibility of the HRCC, is crucial in that respect. It entails not only making certain that comprehensive succession 
plans are in place for the CEO and other senior corporate officers, but also ensuring there is a strong focus on 
leadership-development programs that will enable us to identify and nurture up-and-coming talent. Accordingly, the 
Committee supported the introduction by Human Resources of new career-development and succession-planning 
initiatives that reach much deeper into the organization than was previously the case, in order to foster a culture of 
continuous learning and maximize opportunities for next-generation leadership candidates. As well, we continue to 
encourage measures designed to foster increased diversity in the workplace. The implementation of a diversity action 
plan which has resulted, among other advances, in an increase in the proportion of women in management continued 
during fiscal year 2014.

Michael P. Mueller 
Chair, Human Resources and Compensation Committee

HUMAN RESOURCES AND 
COMPENSATION COMMITTEE 
CHAIR’S REPORT
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The Board of Directors approves PSP Investments’ compensation framework as well as total compensation for 
the President and Chief Executive Officer and other officers upon recommendation by the Human Resources and 
Compensation Committee (HRCC). Other compensation matters, including the total aggregate compensation for 
all of the Corporation’s employees, are the responsibility of the HRCC.

In a highly competitive market for qualified personnel, PSP Investments’ Compensation Policy is designed to attract and 
retain talented employees, reward performance and reinforce business strategies and priorities. The Board of Directors 
recognizes the fundamental value of a motivated and committed team and strongly believes that the recruitment and 
retention of high-performing employees is critical to achieving PSP Investments’ objectives.

To that end, the Board of Directors has established a Compensation Policy that aims to maintain total compensation 
at a fair and competitive level. Compensation plans are aligned with PSP Investments’ strategic plan and integrated 
with business performance measurement. PSP Investments’ Compensation Policy provides balanced performance-
based compensation and is effectively designed to reward responsible risk taking. Total compensation is comprised 
of base salary, short-term and long-term incentives, benefits, pension and other remuneration.

The Corporation’s Performance Management and Professional Development process also contributes to improving 
business performance and employee engagement.

As stipulated in its Act, PSP Investments is subject to a Special Examination at least once every 10 years. In the course 
of the latest Special Examination, performed by the Office of the Auditor General of Canada and Deloitte LLP in 
fiscal year 2011, the Examiners reviewed PSP Investments’ compensation framework and practices. They concluded 
that the short-term and long-term incentive programs are comparable to industry practices, are designed to reduce 
the potential for excessive risk-taking and are aligned with the Corporation’s strategic objectives and investment 
policies. PSP Investments’ compensation programs and policies are also consistent with the G20 Working Group 
recommendations that are based on the Financial Stability Forum Principles for Sound Compensation Practices.

In order to ensure that PSP Investments offers competitive compensation to its employees, managers and officers, their 
compensation levels are benchmarked with those of a select group of peers — Canadian organizations in the pension 
fund and investment management industry, the financial services industry and other similar industries appropriate 
for the positions being benchmarked. The main comparator group in fiscal year 2014 was comprised of the following 
pension funds: Alberta Investment Management Corporation, British Columbia Investment Management Corporation, 
Caisse de dépôt et placement du Québec, Canada Pension Plan Investment Board, Ontario Municipal Employees 
Retirement System and the Ontario Teachers’ Pension Plan. These organizations were selected based on three main 
criteria: the size of the assets under management, their business sector (pension fund investment) and the commonality 
of the talent pool.

Data from these peer organizations are gathered periodically and on an ad-hoc basis using compensation surveys 
published by well-established, specialized compensation consulting firms, such as McLagan’s Investment Management 
and Private Equity Surveys, Towers Watson’s Investment Management Compensation Survey, Mercer’s Canadian 
Investment Management Compensation Survey and Canadian Benchmark Database.

COMPENSATION



60	 ANNUAL REPORT 2014 Public Sector Pension Investment Board

To remain competitive, PSP Investments strives to offer:

1.	� Base salaries around the median of the comparator group;

2.	�Incentive compensation with potential payouts superior to the median of the comparator group for superior 
performance; and

3.	�Benefits that are competitive.

The Board of Directors continually ensures that PSP Investments’ executive compensation is consistent with 
PSP Investments’ Compensation Policy. For this purpose, the services of independent compensation consulting firms 
were retained in fiscal year 2014 to assist the HRCC in its review of executive compensation. These compensation 
consulting firms report solely to the HRCC when executing their mandates.

PRINCIPLES OF PSP INVESTMENTS’ COMPENSATION FRAMEWORK
PSP Investments believes that its compensation framework should be driven by a pay-for-performance approach that:

–– Rewards long-term performance (see Figure A below);

–– Discourages short-term decision-making and undue risk-taking;

–– Establishes incentive compensation as the largest component of target total compensation for executives 
(see Figure B below);

–– Ensures that total fund investment performance is a component of incentive compensation at all levels of 
PSP Investments, in order to encourage and reinforce the benefits of teamwork. 

Figure A: Seven Years of Investment Performance Are Measured by the STIP and the LTIP

Both the Short-Term Incentive Plan (“STIP”) and the Long-Term Incentive Plan (“LTIP”) are built around rolling four-
year periods spanning a total of seven years of investment performance.

STIP PERFORMANCE PERIOD FOR 2014 PAYOUT

FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017

LTIP PERFORMANCE PERIOD FOR 2017 PAYOUT

Figure B: Compensation Mix of Total Compensation for Fiscal Year 2014 (Target Awards)

Consistent with PSP Investments’ pay-for-performance approach, total compensation for the President and Chief 
Executive Officer and for Senior Vice President positions is composed primarily of incentive compensation tied to the 
performance of PSP Investments and, where applicable, to the investment performance of a particular asset class.

The following tables present the compensation mix for the President and CEO and for the Senior Vice President 
positions (Investment):

President and  
Chief Executive Officer 

■ Long-term Incentive 
Compensation 42%

■ Short-term Incentive 
Compensation 30%

■ Base Salary 28%

Senior Vice President 
Positions – Investment 

■ Long-term Incentive 
Compensation 41%

■ Base Salary 31%

■ Short-term Incentive 
Compensation 28%
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BASE SALARY
Base salary reviews take place annually and any changes are effective from the beginning of each fiscal year. 
Adjustments to the base salary may also occur during the year to reflect significant changes in responsibility, market 
conditions or exceptional circumstances.

The annual budget for base salary increases in fiscal year 2014 was consistent with PSP Investments’ comparator 
group and in accordance with the Compensation Policy.

INCENTIVE PLANS
Annually, PSP Investments reviews its incentive plans to ensure that total compensation remains competitive with the 
main comparator group and reflects PSP Investments’ principles and objectives of attracting, retaining and motivating 
employees to achieve sustained high performance.

A review conducted in the course of fiscal year 2013 led to the addition in fiscal year 2014 of a new Corporate Objectives 
component in the STIP for executives, along with a reduction of the maximum payout opportunity for the Total Fund 
performance component under both the STIP and LTIP for executives and investment professionals.

These measures aim to ensure that compensation payouts will remain in line with those of peer organizations, even 
in periods of sustained superior performance.

The following plans comprise incentive compensation at PSP Investments:

1)	� A STIP, to recognize performance results for the current year and the previous three years;

2)	� A LTIP, based on four-year, forward-looking cycles with possible payouts after the fourth year, to recognize long-
term results; and

3)	� A Restricted Fund Unit Plan (“RFU”), designed to support retention of key employees.

SHORT-TERM INCENTIVE PLAN
PSP Investments’ STIP is designed to: (i) reward participants for the achievement of superior and sustained individual 
contributions and for PSP Investments’ overall performance; (ii) help attract and retain high-calibre employees; and 
(iii) align the interests of participants with PSP Investments’ stakeholders. PSP Investments’ permanent salaried 
employees and any other employees designated by the President and CEO are eligible to participate in the STIP.

The STIP is a cash-based plan with a target incentive award based on a percentage of base salary. At the beginning 
of each fiscal year, each participant in the STIP is advised of his or her short-term incentive target amount. The target 
incentive amount, the performance measures and the weighting given to each measure will vary according to the 
participant’s position level. The target incentive amount is measured on the achievement of individual objectives as 
well as on investment performance, which may include any combination of (i) the total fund investment performance 
of PSP Investments; (ii) the investment performance of a particular asset class; or (iii) the investment performance of 
a portfolio. Investment performance is measured against relative or absolute benchmarks (total fund, asset classes, 
portfolios) and thresholds below which no payments are made.

For the first four years of participation in the STIP, participants will go through a transition period building up to a 
rolling sequence of four consecutive years of performance. The investment performance measure is calculated on 
the current year as well as up to the three preceding years of investment performance, depending on the number of 
years an employee has participated in the STIP.

The STIP provides that the investment performance of each year is independently weighted. A greater weight is given 
to performance of the current year in order to more closely link shorter-term contribution and rewards, while still taking 
into account the investment performance of the previous three years. Investment performance floors and maximum 
levels are applied to the STIP calculation methodology, in order to ensure that the results of a single year’s investment 
performance do not unduly impact the overall calculation. The HRCC reviews the annual incentive compensation 
payment process to ensure that payments are calculated in accordance with the terms of the STIP. In addition, the 
Board of Directors approves the annual incentive compensation payable to officers of PSP Investments.
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Fiscal Year 2014 Performance
For fiscal year 2014, investment performance by asset class for STIP purposes has been summarized in the table below:

Asset Class 1-year 1 4-year 1

Private Equity  Exceeded target  Exceeded target

Real Estate  Exceeded target  Exceeded target

Infrastructure  Exceeded target  Exceeded target

Renewable Resources  Exceeded target Not applicable

Public Markets  Achieved target  Exceeded target

Total Fund  Exceeded target  Exceeded target

1	 For the purpose of describing the performance level, a multiplier of targets ranging between 0.95 and 1.05 shall be considered as achieving target.

The results of the individual objective component of the STIP were achieved and, therefore, generated, on an aggregate 
basis, the right for eligible employees to receive an incentive award.

The total incentive amount paid under the STIP was $36.5 million in fiscal year 2014 (465 employees), $29.9 million in 
fiscal year 2013 (404 employees) and $23.1 million in fiscal year 2012 (362 employees).

LONG-TERM INCENTIVE PLAN
PSP Investments’ LTIP is designed to: (i) reward participants for the achievement of superior and sustained investment 
performance by PSP Investments; (ii) attract and retain high-calibre employees; and (iii) align the interests of 
participants with those of PSP Investments’ stakeholders.

The LTIP is a cash-based plan that pays a percentage of base salary to participants holding senior positions, solely 
taking into account the achievement of investment performance on the assets managed by PSP Investments. It requires 
above-threshold performance over a four-year period before a payout is earned.

At the beginning of each fiscal year, each participant in the LTIP is advised of his or her target incentive amount. This 
target incentive amount is measured on a forward-looking, four-year investment performance, which may include any 
combination of: (i) the total fund investment performance of PSP Investments and, (ii) for investment professionals, 
the investment performance of a particular asset class. The target incentive level, the performance measures and the 
weighting given to each measure depend on the participant’s position level.

The incentive amount payable is determined at the end of the four-year performance period based on the amount by 
which the total fund actual value added and (if applicable) the asset class actual value added exceeded the incentive 
thresholds. In addition, the incentive amount calculated for the participant is either increased or decreased based on 
the total fund rate of return over the four-year performance period.

The HRCC reviews the long-term incentive compensation process to ensure that the grants are calculated in accordance 
with the terms of the LTIP. In addition, the Board of Directors approves long-term incentive grants to officers of 
PSP Investments.
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LONG-TERM INCENTIVE PLAN PAYMENTS
In fiscal year 2014, the four-year total fund investment performance of PSP Investments as well as that of the various 
asset classes was above the incentive threshold and therefore, payouts were earned for those components of the 
LTIP for eligible participants.

Asset Class 4-year 1

Public Markets Exceeded target

Private Equity Exceeded target

Real Estate Exceeded target

Infrastructure Below target but above threshold

Renewable Resources Not applicable

Total Fund Exceeded target

1	 For the purpose of describing the performance level, a multiplier of targets ranging between 0.95 and 1.05 shall be considered as achieving target.

The total incentive amount paid under the LTIP was $17.5 million in fiscal year 2014 (73 employees), $15.2 million in 
fiscal year 2013 (55 employees) and $6.7 million in fiscal year 2012 (42 employees).

RESTRICTED FUND UNIT PLAN
PSP Investments’ RFU Plan is an incentive component of total compensation to retain key individuals in the organization.

Under the RFU Plan, grants of restricted fund units can be made to the President and Chief Executive Officer and, upon 
recommendation of the President and Chief Executive Officer, to other members of the senior management team. 
Grants may also be made to other key senior employees based on performance or market-related considerations. 
The HRCC reviews and approves the grants of restricted fund units. In addition, the Board of Directors approves grants 
to officers of PSP Investments.

Restricted fund units are a nominal investment whose value fluctuates in accordance with the total fund performance 
over a three-year period. One third of the award vests and is paid each year over this period, unless the participants 
elected to defer payment. Participants may elect to defer payment of RFUs until the end of the third year following 
the grant, as long as their election is made prior to the end of the fiscal year of the year of grant (see Figure C below).

Figure C: Restricted Fund Unit Framework

Grant

2014 2015 2016

1 ⁄3 Vesting 1⁄3 Vesting 1⁄3 Vesting

Award adjusted according to the total fund rate of return

The total incentive amount paid under the RFU in fiscal year 2014 to recognize the contributions of key individuals to 
the performance of PSP Investments was $2.7 million. The amount paid in fiscal year 2013 was $4.5 million and in fiscal 
year 2012 $4.0 million.

Group Insurance Benefits
The Group Insurance Plan provides the following group insurance benefits: health and dental care, long-term disability, 
critical illness, life insurance, accidental death and dismemberment, and an employee-assistance program. The Group 
Insurance Plan is intended to ensure a proper balance between employee needs and competitiveness with the 
peer group.
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Other Remuneration
PSP Investments’ executives are provided with a perquisites allowance. In addition, PSP Investments offers its 
executives a health-and-lifestyle assessment.

Retirement Plans
All eligible PSP Investments employees participate in one of the Public Sector Pension Investment Board Pension 
Plans (the “Employee Pension Plans”) and, as applicable, to one of the Supplemental Employee Retirement Plans 
(the “SERPs”).

The Employee Defined Benefit (“DB”) Pension Plan provides partially indexed post-retirement pension benefits for each 
year of participation, calculated on the basis of 2% of the participant’s average of the best consecutive three years of 
salary. Benefits payable under the DB Pension Plan are limited by the Income Tax Act (Canada). The DB SERP has been 
established for all eligible employees enrolled in the DB Pension Plan, as an unfunded arrangement, to provide defined 
benefits in excess of the Employee DB Pension Plan, where such benefits are so limited. Employees participating in 
the DB Pension Plan and the DB SERP contribute 5% of their base salary, up to the maximum contribution allowable 
under the Income Tax Act (Canada). This contribution was increased from 4.25% on January 1, 2014 and will represent 
a 50/50 ratio in cost-sharing by January 1, 2017.

PSP Investments implemented the Employee Defined Contribution (“DC”) Pension Plan on January 1, 2014, as a 
means to provide the Corporation with more control over its long-term pension costs while remaining competitive 
and offering flexibility to participants.

All eligible employees hired on or after January 1, 2014 are automatically enrolled in the new DC Pension Plan, to 
which they can contribute between 5% and 7% of base salary. All employee contributions are fully matched by 
PSP Investments.

Eligible participants in the DB Pension Plan were offered the opportunity to join the new DC plan on January 1, 2014, 
on a voluntary and irrevocable basis.

Retirement Benefits

Name

Number of 
Years of  

Credited 
Service 1

Annual Benefit Accrued 
Obligation

at Start of Year
(Final 

Regulations)2, 4
Compensatory  

Increase 5

 
Non- 

Compensatory  
Increase 6

Accrued 
Obligation at

Year End 2, 7At Year End 2 At Age 652, 3

Gordon J. Fyfe 10.5 $104,700 $195,300 $1,560,700 $82,300 ($124,300) $1,518,700

Cunningham, Neil 6.4 $40,300 $101,400 $564,100 $65,800 ($44,900) $585,000

Garant, Daniel 5.6 $35,700 $145,400 $451,900 $64,200 ($66,200) $449,900

Murphy, Derek 10.1 $64,400 $117,700 $955,000 $52,500 ($74,100) $933,400

Guilmette, Bruno 8.4 $51,400 $154,300 $679,200 $50,200 ($99,900) $629,500

1	 Number of credited years of service used for both the Employee DB Pension Plan and the DB Supplemental Employee Retirement Plan.

2	Sum of benefits accrued under the Employee DB Pension Plan and the DB Supplemental Employee Retirement Plan.

3	For the purpose of calculating the annual benefits payable at age 65, the final average earnings are calculated as at March 31, 2014.

4	Accrued obligation using a discount rate of 4.10%. The obligations are calculated as at March 31, 2013 using the assumptions and methods that were used for the accounting 
disclosures as at December 31, 2012.

5	Includes employer service cost at the beginning of the year, the impact arising from the difference between actual pensionable earnings and those anticipated at the 
prior year end and the impact of amendments to the pension plans if any.

6	Includes employee contributions and benefit payments made in the year, change in assumptions, non-pay-related experience and the interest cost for the year.

7	Accrued obligation using a discount rate of 5.10%. The obligations are calculated as at March 31, 2014 using the assumptions and methods that were used for the accounting 
disclosures as at December 31, 2013.
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Summary Compensation Table

Name
Fiscal

Year
Base 

Salary

Short-term
Incentive

Plan

Long-Term 
Incentive

Plan 
Restricted 
Fund Units

Benefits
and Other

Compensation

Pension 
and SERP 

Plans
Total  

Compensation

Gordon J. Fyfe
President and Chief 
Executive Officer

2014 $500,000 $1,430,000 $1,940,000 $218,689 $35,994 $82,300 $4,206,983
2013 $500,000 $1,755,000 $2,425,000 $519,582 $35,759 $72,200 $5,307,541
2012 $500,000 $1,285,656 $1,010,092 $471,020 $35,678 $102,300 $3,404,746

Neil Cunningham
Senior Vice President, 
Real Estate Investments1

2014 $320,000 $889,392 $1,215,000 $181,816 $25,971 $65,800 $2,697,979
2013 $320,000 $1,074,608 $1,170,000 $343,344 $25,736 $81,800 $3,015,488
2012 $306,000 $789,693 $363,594 $274,321 $25,654 $58,500 $1,817,762

Daniel Garant
Senior Vice President, 
Public Markets Investments1

2014 $330,000 $718,922 $1,213,144 $247,014 $23,722 $64,200 $2,597,002
2013 $330,000 $1,035,237 $1,192,500 $431,682 $23,636 $83,500 $3,096,555
2012 $306,000 $822,578 $349,674 $320,533 $23,604 $47,200 $1,869,589

Derek Murphy
Senior Vice President, 
Private Equity Investments1

2014 $320,000 $775,568 $965,084 $156,646 $25,971 $52,500 $2,295,769
2013 $320,000 $675,993 $1,284,925 $388,497 $25,736 $47,600 $2,742,751
2012 $320,000 $487,213 $662,516 $348,235 $25,656 $59,200 $1,902,820

Bruno Guilmette
Senior Vice President, 
Infrastructure Investments1

2014 $306,000 $718,259 $671,395 $90,340 $25,970 $50,200 $1,862,164
2013 $306,000 $663,096 $824,305 $249,314 $25,734 $41,500 $2,109,949
2012 $306,000 $370,908 $246,484 $242,804 $25,654 $44,100 $1,235,950

Jeff Lozon2

President and  
Chief Executive Officer  
of Revera Inc.

2013 $683,400 $187,600 $1,465,985 $0 $25,845 $10,660 $2,373,490
2012 $670,000 $483,325 $703,114 $0 $25,659 $2,500 $1,884,598
2011 $625,000 $510,224 $0 $0 $26,213 $20,000 $1,181,437

1	 Further to a market study, the Senior Vice President title was introduced in fiscal year 2013 for positions formerly known as First Vice President.

2	Mr. Lozon is not an employee of PSP Investments, but was employed by Revera Inc., a wholly-owned subsidiary of PSP Investments. Revera Inc.’s fiscal year ends on 
December 31.

Long-Term Incentive Plan Awards Granted for Fiscal Year 2014
The following table shows the range of future potential payouts. Payments will be based on PSP Investments’ total 
fund investment and asset class performance.

Name
Award 

Type

Fiscal
Year 2014

Grant Vesting Period

Estimated Future Payouts 1

Threshold 2 Target Maximum

Gordon J. Fyfe LTIP $500,000 4 years $0 $500,000 $2,000,000
RFU $0 3 years n/a $0 $0

Neil Cunningham LTIP $288,000 4 years $0 $288,000 $1,296,000
RFU $0 3 years n/a $0 $0

Daniel Garant LTIP $297,000 4 years $0 $297,000 $1,336,500
RFU $0 3 years n/a $0 $0

Derek Murphy LTIP $288,000 4 years $0 $288,000 $1,296,000
RFU $0 3 years n/a $0 $0

Bruno Guilmette LTIP $275,400 4 years $0 $275,400 $1,239,300
RFU $0 3 years n/a $0 $0

1	 Actual payouts will be adjusted upwards or downwards by PSP Investments’ compounded rate of return over the performance vesting periods.

2	Threshold refers to the minimum amount payable for a certain level of performance, below which level no award is payable.
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Long-Term Incentive Plan Awards Cumulative Value
The total cumulative value 1 as at March 31, 2014 of all long-term incentive awards granted but not yet vested or paid 
to PSP Investments’ five highest-paid officers is shown in the following table.

Name Plan

Awards Paying Out at the End of Fiscal Year

Total2015 2016 2017

Gordon J. Fyfe LTIP $1,725,000 $1,495,000 $1,000,000 $4,220,000
RFU $0 $0 $0 $0

Neil Cunningham LTIP $1,025,865 $862,560 $576,000 $2,464,425
RFU $61,362 $0 $0 $61,362

Daniel Garant LTIP $820,692 $694,980 $445,500 $1,961,172
RFU $126,560 $0 $0 $126,560

Derek Murphy LTIP $748,800 $720,000 $573,120 $2,041,920
RFU $30,681 $0 $0 $30,681

Bruno Guilmette LTIP $702,270 $776,628 $550,800 $2,029,698
RFU $0 $0 $0 $0

1	 LTIPs’ accumulated values are estimated using actual total fund and asset class performance for those years where performance is known, and a multiplier of one (1.0x) 
is applied for future years. RFUs’ accumulated values reflect PSP Investments’ total fund rate of return for fiscal years 2013 and 2014, where applicable, but no returns 
for future years.

Post-Employment Policies
The President and CEO’s severance pay is equivalent to two times his annual base salary, plus two times the average 
annual amount earned under the short-term and long-term incentive plans for the three-year period prior to 
the termination.

For Senior Vice Presidents, the severance pay is set at 12 months of base salary and target STIP award, plus 1 month of 
salary and target STIP award (one-twelfth of the full-year target STIP award) for every year of service, up to a maximum 
of 18 months. Insured benefits such as health, dental and life insurance are continued during the severance period.

The next table shows the potential payments that would be made upon termination (without cause) for the five 
highest-paid officers at PSP Investments, excluding any amounts that would become payable as per applicable 
incentive plan provisions.

Name Years of Service 1 Severance Resignation

Gordon J. Fyfe 10.5 $6,491,625 $0

Neil Cunningham 9.8 $912,000 $0

Daniel Garant 5.6 $888,250 $0

Derek Murphy 10.1 $912,000 $0

Bruno Guilmette 8.4 $872,100 $0

1	 Assumes a notional termination as at March 31, 2014.
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CHERYL BARKER
Interim Chair, PSP Investments

Member:

Investment Committee / 
Audit Committee / 
Governance Committee – Chair

Board member since December 18, 2006

Ms.  Barker is a member of the Board of Directors and Chair of the Audit 
Committee of Canada Media Fund. She also serves as a Trustee and Chair of 
the Audit Committee of Lanesborough REIT. She  was President of Manitoba 
Telecom Services Inc. (MTS) from 2004 until her retirement in February 2006. 
Ms.  Barker’s career at MTS spanned 19  years, during which she served in a 
variety of key positions, including President and COO of MTS Communications 
Inc.; Chair, President and CEO of Bell Intrigna Inc.; and CFO and Treasurer of 
MTS. A Chartered Accountant (CA), Ms.  Barker holds a Bachelor of Science 
degree as well as a Certificate in Education from the University of Manitoba.

DIANE BEAN
Corporate Director

Member:

Investment Committee / 
Human Resources and  
Compensation Committee / 
Risk Committee – Chair

Board member since June 18, 2010

Ms. Bean is a member of the Boards of Directors of Manulife International Ltd 
(Asia), The Insurance Company of the West Indies and Roy Thomson Hall/
Massey Hall, and was founding Co-Chair of the Toronto Region Immigrant 
Employment Council. Until her retirement in 2011, she was Executive 
Vice President of Manulife Financial where, over 30 years, she also served as 
its Regional Executive in Canada, the United States, Asia and Europe, and held 
senior positions in IT, Business Development, Corporate Communications and, 
most recently, as head of Global HR. Ms. Bean holds a Bachelor of Commerce 
degree from the University of Toronto.

MICHELINE BOUCHARD
Corporate Director

Member:

Investment Committee / 
Human Resources and  
Compensation Committee

Board member since September 29, 2011

Ms. Bouchard is a member of the Board of Directors of Telus. She has extensive 
experience as a director with public and private companies and volunteer 
boards. Past Board memberships include Harry Winston Diamond Corp., 
Banque Nationale de Paris, Ford Motor Canada, London Insurance Group and 
Home Capital/Home Trust. Ms. Bouchard was Global Corporate Vice President 
of Motorola Inc. in the U.S., after having served as President and CEO of Motorola 
Canada Inc. She  holds a Bachelor’s degree in Applied Sciences (Engineering 
Physics) and a Master’s degree in Applied Sciences (Electrical Engineering) 
from École Polytechnique. Ms. Bouchard is a Member of the Order of Canada, 
a Member of the National Order of Quebec and a Certified Member of the 
Institute of Corporate Directors.
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LÉON COURVILLE
Corporate Director

Member:

Investment Committee / 
Governance Committee / 
Human Resources and  
Compensation Committee

Board member since March 5, 2007

Mr.  Courville has devoted his entire career to the sciences of management 
and finance, serving as a professor and researcher at universities in Canada 
and the United States before being appointed President of the National Bank 
of Canada. He  is enjoying an active “retirement” as a corporate director, an 
Associate Professor at l’École des Hautes Études Commerciales and proprietor 
of the Domaine Les Brome vineyard, which he founded in 1999. Mr. Courville is a 
member of the Boards of Directors of the Institut de tourisme et d’hôtellerie du 
Québec and the Institut économique de Montréal, and Chairman of the Institute 
of Structured Finance and Derivative Instruments. His research and publications 
have garnered awards and bursaries in Canada and abroad, including the 
Coopers & Lybrand Award for his work entitled “The Storm  – Navigating 
the New  Economy”. Mr.  Courville holds a Ph.D. in Economics from Carnegie-
Mellon University.

ANTHONY R. GAGE
Corporate Director

Member:

Investment Committee – Chair / 
Audit Committee / 
Risk Committee

Board member since June 27, 2006

Mr.  Gage is Chairman of Sky Investment Counsel, Head of the Management 
Committee of JEA Pension System Solutions and Chairman of the University 
of Victoria Properties Investments Inc. He  is a past member of the Board of 
Governors of the University of Victoria and a former Chair of the Board of 
Phillips, Hager & North Investment Management. His career at Phillips, Hager & 
North, where he served as President and CEO from 1994 to 1999, spanned more 
than 20 years. Previously, Mr. Gage was Assistant Vice President and Director 
of Confed Investment Counseling, the pension fund management arm of 
Confederation Life. Mr.  Gage holds a Bachelor of Arts (Economics) from the 
University of Victoria, an MBA (Finance) from the University of British Columbia 
and a  Chartered Director designation from McMaster University. He  is also a 
Chartered Financial Analyst (CFA).

GARNET GARVEN
Corporate Director

Member:

Investment Committee / 
Audit Committee / 
Governance Committee

Board member since September 29, 2011

Mr. Garven is a professor and former dean of the Paul J. Hill School of Business 
and the Kenneth Levene Graduate School of Business at the University of 
Regina. Most recently he served as Senior Fellow at Canada’s Public Policy 
Forum, a national think tank based in Ottawa. He previously served as Deputy 
Minister to the Premier and Saskatchewan Cabinet Secretary. He  holds a 
Bachelor of Administration from the University of Regina, an MBA in Finance 
from the University of Saskatchewan and an Honourary CMA from the Society 
of Management Accountants. Mr. Garven was a Research Fellow in corporate 
governance at the Richard Ivey School of Business  – University of Western 
Ontario. A founding director of the Investment Corporation of Saskatchewan 
(now Greystone Managed Investments Inc.) and former Chairman and CEO of 
the Saskatchewan Workers’ Compensation Board, he has served on a variety of 
other public, private and not-for-profit boards. He is a recipient of the Queen 
Elizabeth II Diamond Jubilee Medal for leadership in business education and 
public policy.
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MARTIN J. GLYNN
Corporate Director

Member:

Investment Committee / 
Human Resources and 
Compensation Committee

Board member since January 30, 2014

Mr.  Glynn is a member of the Boards of three public companies, Sun Life 
Financial Inc., Husky Energy Inc. and VinaCapital Vietnam Opportunity Fund 
Ltd. He  also serves as Chairman of UBC Investment Management Trust 
Inc. and is on the Boards of the Vancouver General Hospital & UBC Hospital 
Foundation. Until his retirement in 2006, Mr.  Glynn held progressively senior 
positions with HSBC Bank, including President and CEO of HSBC Bank Canada 
from 1999 to 2003, and President and CEO of HSBC Bank USA from 2003 to 
2006. He  remains active in professional and community circles throughout 
Asia, the U.K. and North America. Mr. Glynn holds a BA Honours in Economics 
from Carleton University and an MBA (Finance and International Business) from 
the University of British Columbia. From 2009 to 2010, he was the Jarislowsky 
Fellow in Business Management at the Haskayne School of Business, University 
of Calgary.

LYNN HAIGHT
Corporate Director

Member:

Investment Committee / 
Audit Committee / 
Risk Committee

Board member since January 14, 2010

Ms.  Haight is a member of the Board of Directors and Chair of the Audit 
Committee of the World Bank’s Consultative Group on International Agricultural 
Research (CGIAR) and Green Shield Canada. She is a member of the Independent 
Audit and Oversight Panel of the United Nations High Commission for Refugees. 
She also sits on the Boards of the Bank of India (Canada) and the Somerville 
College Foundation at Oxford University. Ms. Haight retired in 2009 as Chief 
Operating Officer and Chief Financial Officer of the Foresters International 
Insurance Organization. She  previously served as Vice  President, U.S. Fixed 
Annuities, and Chief Accountant of Manulife Financial. She has also served as a 
Trustee and Chair of the Audit Committee of the Ontario Arts Council, Chair of 
Foresters Holdings Europe, Chair of Tafelmusik Baroque Orchestra, Chair of the 
World Agroforestry Centre in Nairobi, Kenya, and Chair of the Sectoral Advisory 
Group for business services to the federal Minister of Trade. Ms. Haight holds an 
MA Honours from Oxford. She is a Fellow of the Canadian Institute of Chartered 
Accountants, a Fellow of the Institute of Chartered Accountants in England and 
Wales, a Fellow of the Canadian Association of Management Consultants and a 
Certified Corporate Director.
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TIMOTHY HODGSON
Corporate Director

Member:

Investment Committee / 
Audit Committee

Board member since December 17, 2013

Mr. Hodgson is Managing Partner of Alignvest Management Corporation. From 
2010 to 2012, he was Special Advisor to Governor Mark Carney at the Bank of 
Canada. Previously, Mr. Hodgson was at Goldman Sachs, where he served as 
Chief Executive Officer of its Canadian subsidiary, Goldman Sachs Canada, Inc. 
from 2005 to 2010. Mr.  Hodgson currently sits on the Boards of KGS-Alpha 
Capital Markets, the Global Risk Institute, the Bridgepoint Health Corporation, 
the Ivey Business School and The Next36. He is a past member of the Board of 
Goldman Sachs Canada, Inc. Mr. Hodgson holds an MBA from the Ivey Business 
School at Western University in London, Ontario, and a Bachelor of Commerce 
from the University of Manitoba. He is a Chartered Accountant and a member 
of the Institute of Corporate Directors.

WILLIAM A. MACKINNON
Corporate Director

Member:

Investment Committee / 
Audit Committee – Chair

Board member since January 14, 2010

Mr. MacKinnon is a member of the Boards of Telus, Pioneer Petroleum, Osisko 
Mining Corporation and Novadaq Technologies. Very active in professional 
and community circles, he is also a member of the Boards of the Toronto 
Community Foundation, the Roy Thomson Hall, the Toronto East General 
Hospital Foundation and the St. Stephen’s Community House. Mr. MacKinnon 
joined KPMG Canada in 1968, became a Partner in 1977 and was the firm’s Chief 
Executive Officer from 1999 until his retirement at the end of 2008. As well, he 
served on the KPMG International Board of Directors. Mr. MacKinnon holds a 
Bachelor of Commerce degree from the University of Manitoba. He obtained 
his Chartered Accountant (CA) designation in 1971 and became a FCA in 1994.

MICHAEL P. MUELLER
Corporate Director

Member:

Investment Committee / 
Governance Committee / 
Human Resources and Compensation 
Committee – Chair / Risk Committee

Board member since December 18, 2006

Mr. Mueller is Chairman of Annidis Corporation and a member of the Boards 
of Canadian Tire Bank, Magor Communications Corp., Pediapharm and 
Emily’s House. From 2003 to 2005, he was President and CEO of MDS Capital 
Corporation. Mr. Mueller previously held a series of senior executive positions 
at TD Bank, including Vice Chairman and Global Head of Investment and 
Corporate Banking. He  is a former member of the Boards of Directors of the 
Scarborough Hospital (past Chair), the Scarborough Hospital Foundation, 
AIM Therapeutics Inc., Biovest Corp. 1, Budco, TM BioScience, MDS Capital and 
the Canadian Medical Discoveries Funds I and II. Mr. Mueller holds a Bachelor 
of Science degree from Western University and an MBA from York University.

DIRECTORS’ 
 BIOGRAPHIES



	 Public Sector Pension Investment Board ANNUAL REPORT 2014	 71

MANAGEMENT TEAM
AND OFFICERS

GORDON J. FYFE
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Executive Vice President, Chief Operating Officer and Chief Financial Officer
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Senior Vice President, Human Resources

NEIL CUNNINGHAM
Senior Vice President, Real Estate Investments

DANIEL GARANT
Senior Vice President, Public Market Investments

BRUNO GUILMETTE
Senior Vice President, Infrastructure Investments

DEREK MURPHY
Senior Vice President, Private Equity

MARC LACOURCIÈRE
Senior Vice President and Chief Legal Officer

STÉPHANIE LACHANCE
Vice President, Responsible Investment and Corporate Secretary
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Consolidated Ten Year Financial Review
($ millions) 2014 2013 2012 2011 2010 2009 2008 2007 2006 2005

CHANGE IN NET ASSETS
Investment income (loss) 	 $	12,793 	 $	 7,194 	 $	 1,888 	 $	 7,043 	 $	 7,605 	 $	(9,493) 	 $	 (197) 	 $	 3,414 	 $	 4,097 	 $	 1,334 
Operating expenses 		  216 		  184 		  148 		  114 		  92 		  86 		  77 		  52 		  39 		  21 

Net income (loss) from  
operations and  
comprehensive income

			 
			 
	 $	12,577 	 $	 7,010 	 $	 1,740 	 $	 6,929 	 $	 7,513 	 $	(9,579) 	 $	 (274) 	 $	 3,362 	 $	 4,058 	 $	 1,313 

Fund transfers 	 $	 4,997 	 $	 4,635 	 $	 4,733 	 $	 4,814 	 $	 4,980 	 $	 4,431 	 $	 4,237 	 $	 3,990 	 $	 4,197 	 $	 3,816 

Increase/(decrease)  
in net assets 	 $	17,574 	 $	11,645 	 $	 6,473 	 $	11,743 	 $	12,493 	 $	(5,148) 	 $	 3,963 	 $	 7,352 	 $	 8,255 	 $	 5,129 

NET INVESTMENT ASSETS
Investments
World Equity
Canadian Equity 	 $	16,731 	 $	15,425 	 $	14,464 	 $	18,665 	 $	13,547 	 $	 8,815 	 $	11,538 	 $	10,328 	 $	 9,346 	 $	 7,758 
Foreign Equity:
US Large Cap Equity 		  9,097 		  7,163 		  5,294 		  3,829 		  2,111 		  926 		  1,763 		  2,498 		  2,618 		  2,314 
EAFE Large Cap Equity 		  9,000 		  6,745 		  4,760 		  3,052 		  2,043 		  1,043 		  1,831 		  1,720 		  3,217 		  2,506 
Small Cap Equity 		  6,535 		  4,738 		  3,641 		  3,221 		  1,977 		  781 		  1,930 		  2,936 		  2,006 		  105 
Emerging Markets Equity 		  8,116 		  6,163 		  4,787 		  4,062 		  2,987 		  2,122 		  2,726 		  2,501 		  1,943 		  354 
Private Equity 		  8,425 		  6,924 		  6,444 		  5,582 		  5,426 		  4,191 		  3,972 		  1,669 		  301 		  3 
Nominal Fixed Income
Cash & Cash Equivalents 1,2 		  1,756 		  1,456 		  1,597 		  1,254 		  1,892 		  73 		  533 		  468 		  967 		  537 
Fixed Income 		 11,578 		  9,481 		  8,569 		  7,685 		  6,958 		  6,358 		  7,097 		  7,089 		  5,243 		  5,143 
Real Return Assets 		
World Inflation-Linked Bonds 		  5,036 		  4,427 		  3,982 		  3,022 		  2,145 		  2,389 		  2,211 		  1,714 		  421 		  219 
Real Estate 2 		 10,650 		  9,427 		  7,055 		  5,312 		  5,118 		  4,653 		  4,029 		  3,596 		  1,584 		  429 
Infrastructure 		  6,011 		  3,854 		  3,607 		  2,356 		  2,073 		  2,446 		  1,343 		  479 		  – 		  –
Renewable Resources 		  795 		  382 		  325 		  – 		  – 		  – 		  – 		  – 		  – 		  –

Net investments 	 $	93,730 	 $	76,185 	 $	64,525 	 $	58,040 	 $	46,277 	 $	33,797 	 $	38,973 	 $	34,998 	 $	27,646 	 $	19,368 

PERFORMANCE (%)
Annual rate of return 		  16.3 		  10.7 		  3.0 		  14.5 		  21.5 		  (22.7) 		  (0.3) 		  11.3 		  19.1 		  7.9 
Benchmark 		  13.9 		  8.6 		  1.6 		  12.7 		  19.8 		  (17.6) 		  1.2 		  10.1 		  18.0 		  7.2 

The ten year annualized net return is 7.0% (or 5.2% after inflation) exceeding the return objective of 6.1% (or 4.3% after inflation) for 
the period.
1	 Includes amounts related to absolute return strategies. 

2	Since 2013, amounts related to real estate debt strategies are reported under Real Estate.
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