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OUR MISSION
IN ACTION
Create, maintain or
protect jobs

Year after year, the number of
Québec savers who invest in the
Fonds de solidarité FTQ increases.

Provide finance and economic
training to workers

Thanks to them, we obtain the
development capital we need to
invest in a greater number of Québec
businesses and support them in
achieving their ambitions.

Help Québecers prepare
for retirement
Contribute to developing
the Québec economy

At the same time, we deploy training
programs that enable workers across
Québec to improve their financial
and economic knowledge.
Ultimately, we help Québec
businesses create, maintain or
protect quality jobs while the Fonds
shareholders accumulate savings
to make their retirement project
a reality.
These are all concrete actions aimed
at placing the Québec economy
on the path to sustainable and
responsible prosperity.

PEOPLE AT THE HEART
OF OUR STORY

fondsftq.com

They come from diverse backgrounds. Together, they are a tremendous force in making
the Québec economy “a living economy”. Some of them told us their story.

545 Crémazie Blvd. East
Suite 200
Montréal, Québec H2M 2W4
Telephone: 514 383-8383
Fax: 514 383-2502
Toll free: 1 800 361-5017

Saving Services

Montréal: 514 383-3663
Toll free: 1 800 567-3663
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Kathleen and Jacques

Simon

Nathalie

Jacques

Jonathan

Louis and Chantal

NEW FONDS SHAREHOLDER AND HER LR

DATA MANAGEMENT ANALYST
FONDS DE SOLIDARITÉ FTQ

SENIOR ADVISOR, MARKETING
FONDS DE SOLIDARITÉ FTQ

STAGE TECHNICIAN AND
HABITATIONS PARADOXE TENANT

RETIREE AND FUTURE RETIREE

Simon is always looking for better ways to
do things. In addition to working at the Fonds,
he lends his expertise to Chic Resto Pop,
where he sits on the Board of Directors.

An agrifood specialist, Nathalie explains how
the Fonds supports the entrepreneurs in
this sector, which is recognized as a pole of
excellence of the Québec economy.

PRESIDENT AND CHIEF
EXECUTIVE OFFICER
LES PRODUCTIONS HORTICOLES DEMERS

Read more on page 10

Read more on page 16

At 29, Kathleen is already doing what it takes
to make her retirement plans a reality, thanks
to the sound advice of Jacques, her local
representative (LR).

Jacques has big plans for Les Productions
Horticole Demers. And he can count on the
support of the Fonds.

For a little over a year now, Jonathan has
enjoyed the benefits of being a tenant at
Habitations Paradoxe, a social integration
organization supported by the Fonds.

Read more on page 24

Read more on page 32

See how Louis enjoys a well-deserved
retirement after saving with the Fonds
for 15 years. His spouse, Chantal, expects
to do the same in a few years.
Read more on page 42

Read more on page 4

Fonds de solidarité FTQ

OUR RESULTS
AT A GLANCE

As at May 31, 2017, the Fonds’ net assets amounted to $13.1 billion, up $1.4 billion compared to the same date a year ago.
Net assets per share stood at $37.88, which resulted in a return to the shareholder of 9.1% for the 2016-2017 financial year.

NET ASSETS

NET ASSETS PER SHARE (as published)

As at May 31 (in millions of $)

As at May 31 (in dollars)

RETURN TO THE SHAREHOLDER
Years ended May 31
37.88

13,116
11,150
9,301

33.26

11,750
27.98

10,131

34.73

2017

30.29

2016
2014

9.1%
4.4%
8.3%

2015
2013

9.8%
5.2%

ANNUAL COMPOUND RETURNS
TO THE SHAREHOLDER
1 year
5 years
2013   2014   2015   2016   2017

9.1%
7.3%

3 years
10 years

7.7%
4.1%

2013   2014   2015   2016   2017

During the year, the Fonds invested $873 million in development capital, which
brought the number of partner companies to 2,719, an increase of 83 compared to
the prior year.

DEVELOPMENT CAPITAL INVESTMENTS*

NUMBER OF PARTNER COMPANIES

Years ended May 31 (in millions of $)

As at May 31 (Fonds and network)
873

640
521

2,395

2,467

2,571

2,636

2,719

686

548

2013   2014   2015   2016   2017

2013   2014   2015   2016   2017

* These investments include funds committed but not disbursed as well as guarantees and suretyships.
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Robert Parizeau

Gaétan Morin

CHAIRMAN OF THE BOARD OF DIRECTORS

PRESIDENT AND CHIEF EXECUTIVE OFFICER

The Fonds has once again demonstrated that it plays a key role in Québec’s growth. In addition
to its excellent financial results, the impact of its activities deserves to be highlighted. First,
the growing number of young people selecting the Fonds to begin saving for retirement is
excellent news, given the issues related to an aging population. In addition, the Fonds supports
even more companies, in both urban and rural settings, and many have the qualities needed
to become flagships of our economy. There is also the contribution of the Fonds immobilier to
the vitality of our urban environments, particularly through the creation of social housing.

The Fonds de solidarité FTQ is first and foremost people. You will meet some of them
in these pages; people from diverse backgrounds who agreed to share a moment in their
life story, and the role the Fonds played in it. Their testimonies strengthen our commitment
to always go further.

On behalf of the Board, I congratulate and thank management and all employees for another
successful year on the books. Their engagement to the strategic plan adopted last year
demonstrates their dedication to the Fonds’ mission and their determination to always do
better to serve a greater number of Québec companies, provide economic training to workers
and help them prepare for retirement.
In terms of governance, the Board of Directors also had many accomplishments. In addition
to piloting the overhaul of the charters governing the work of the investment committees
and establishing a committee to oversee risk management, the Board reviewed the codes of
ethics applicable to the Fonds’ management and employees. Last April, the Board welcomed
Claude Séguin as an independent director, succeeding Mtre Gérard Coulombe, who passed
away suddenly in August 2016. Claude’s knowledge and extensive experience will be valuable
assets to the Fonds’ Board.
I would like to thank the members of the Board, and all those who were involved in working on
our various decision-making bodies. Their expertise and dedication contribute to the success
of the Fonds de solidarité FTQ. Bolstered by this success, the Fonds is now a vital force in
modern Québec.

Robert Parizeau

Daniel Boyer
PRESIDENT OF THE FTQ AND FIRST VICE-PRESIDENT
OF THE BOARD OF DIRECTORS
In 2017, the FTQ celebrates its 60th anniversary. From the outset, our mandate included
the social, economic, cultural and political promotion of Québec’s workers. To that end,
the creation of the Fonds de solidarité FTQ, in 1983, is without a doubt one of our proudest
achievements.
The Fonds is investing in companies that are involved in the development of Québec
society. In doing so, it contributes to creating quality jobs for our workers. And with the
training offered in the workplace by the Fonds, they can exercise greater influence on
Québec’s economic development.

The results of the last financial year are certainly reflective of this commitment. For the
first time, we have posted annual income of more than $1 billion. That translates into
an annual return to the shareholder of 9.1%, as the share value reached a new high of
$37.88. Another important element is the 47,346 new savers we have welcomed during the
financial year, which brings the total number of shareholders to over 645,000. In addition,
we invested some $873 million in Québec companies to help them grow. And that puts
us on track to achieve the goal we had set in 2016 of investing $3 billion in the Québec
economy by 2020.
If the Fonds has been so successful, it is because of the hard work of our teams. I would
especially like to underscore the creativity and determination demonstrated by the
employees responsible for saver relations to raise the awareness of a greater number
of young people on the importance of saving for retirement. I would also like to highlight
the excellent work of our investment experts from head office, the Fonds régionaux de
solidarité FTQ and the Fonds locaux de solidarité, who ensure we are actively present
in all of Québec’s regions and municipalities to identify and support entrepreneurs
who are determined to grow their businesses. Not to mention the Fonds immobilier de
solidarité FTQ, which continues to make its mark as a partner of choice for developing
residential or commercial projects that are generating growth for local economies.
Congratulations also go to all the other departments at the Fonds that, year after year,
demonstrate incredible team spirit and great efficiency in supporting their colleagues in
the Investment and Saving Services departments.
Today the Fonds is in an excellent position to benefit from the favourable economic
conditions prevailing in Québec. We just concluded the first full financial year during
which our teams joined efforts to implement the strategic plan that we adopted last year.
We therefore expect to contribute even more to Québec’s economic growth. With this in
mind, we are carefully targeting our actions, always with the perspective of responsible
investment and sustainable development. Even though economic indicators are
encouraging, local businesses face many challenges such as improving productivity
and competitiveness. This is why we continue to encourage innovation and training within
companies so they can meet these challenges.
Under our strategic plan, we continuously aim to improve the experience of both our
shareholders and partner companies. We strive to improve our tools and service offering
to always better meet their needs and support them in their projects. Taken together,
these actions represent our road map for giving Québec “a living economy”.

Gaétan Morin

The Fonds has always conducted its investment activities in line with the union values
transmitted to it by the FTQ. We are determined to support its mission. I therefore
encourage local representatives to continue their remarkable efforts in promoting the
Fonds in their workplace. By combining forces, unions remain deeply committed to
the Fonds and the prominent role it plays in building a sustainable and socially responsible
economy in Québec.

Daniel Boyer
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Kathleen Boucher
NEW FONDS SHAREHOLDER

SAVING EARLY
When asked what she would like to do when she retires, Kathleen
already has a clear idea in mind. “My parents are from New Brunswick
and are now living in Cuba,” she begins to explain. “I would like to do like
them and discover new horizons. I see myself behind the wheel of an RV,
exploring America. I will definitely stay very active. I bike regularly, I love
being outdoors and I often hike on Rigaud Mountain, which is close to
home. I also spend my vacation camping.”
Kathleen has been working at Diageo,
a spirits manufacturer, for almost a year.
She is following in her father-in-law’s
footsteps, who worked at the same
company. “My father-in-law retired
a few months ago,” continues Kathleen,
“after 35 years with the company. He
often spoke about the very nice work
environment there. And he was totally
right: we have fun at work and there
is good team spirit, which encourages
us to give our all.”
Even though she has been working at
Diageo for a short period and is still
young, Kathleen understands that to
make her retirement dreams come true,
she needs to think about it right now. For
the first time this year, she contributed
to the Fonds RRSP through payroll
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deduction. “I had heard of the benefits
of the Fonds,” she adds. “As soon
as I had the chance, I found out what
I needed to do. I met with the local
representative, Jacques Talbot, during
an information session in the cafeteria.
He was able to answer all my questions.
It was very reassuring to see just how
well he knew his stuff. It convinced me
to sign up.”
All Kathleen had to do was fill out the
form she was given and it was done.
“To start, I chose an amount that
seemed reasonable. I have every
intention of increasing it to reach
the maximum allowable as soon as
I have the chance,” she states with
determination.
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WHO ARE OUR SHAREHOLDERS?

Since its inception, the Fonds has been a retirement savings vehicle available to all
Québecers. Any individual who contributes to the Fonds becomes a shareholder.
During the 2016-2017 financial year, we welcomed 47,346 savers who purchased shares
of the Fonds for the first time, increasing the total number of shareholders to 645,664 as
at May 31, net of shareholders who withdrew.
Once again, our efforts to encourage young adults to save were successful. As a result
of targeted campaigns run on various communication channels, the proportion of new
shareholders under age 40 is steadily increasing. For the 2016-2017 financial year, they
represented nearly half (49%) of new shareholders.

NUMBER OF SHAREHOLDERS
As at May 31
2017

645,664

2016

618,551

2015

610,605

2014

613,958

2013

615,664

VALUE OF SHARES ISSUED

Savers may purchase Fonds
shares through payroll deduction,
pre-authorized withdrawals or through
lump-sum payments, online or at one
of our service points.
The value of shares issued by the
Fonds during the 2016-2017 financial
year amounted to $900 million,
up $126 million compared to the
prior year.

Given its origins and values, the Fonds remains an institution with solid foundations in the
labour movement. Its shareholders comprise a majority (54%) of unionized workers.
SHAREHOLDERS BY AGE GROUP
As at May 31, 2017

SHARE ISSUES
Years ended May 31 (in millions of $)

PROVIDING WORKERS WITH THE TOOLS TO BETTER PREPARE FOR RETIREMENT

29 and under

One of the aspects of the Fonds’ mission is to encourage workers to save for
retirement. This is why the Fonds supports the network of trustees who serve
on pension committees as well as unions in the role they play in promoting and
administering supplemental pension plans. To that end, it creates and updates training
sessions and organizes information activities for this network. These activities are
intended to give workers the tools they need to ensure they have sufficient income
during retirement and implement certain measures to improve this income.

30-39

The Fonds also wishes to encourage the informed participation of workers in the
administration of pension plans. Workers who are better equipped in terms of savings
and retirement adopt good strategies: they have a better understanding of what public
plans offer, make sure they have a good supplemental plan if needed and accumulate
personal savings, for instance by contributing to the Fonds. And once they are retired,
these workers are not in poverty and contribute to Québec’ economic development.

4.3%
15.2%

2017

900

40-49

23.5%

2016

774

50-59

37.3%

2015

667

19.7%

2014

787

2013

855

60 and over

SHAREHOLDER PROFILE
As at May 31, 2017
346,401
54% Unionized

299,263
46% Non-unionized
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WHO ARE THE LRs?

DEPLOYING A
MULTI-CHANNEL OFFERING

Local representatives (LRs) are a distinctive force ensuring close relationships with
our shareholders. All are driven by a deep commitment to the Fonds, and they are
ideal ambassadors in their workplace.
Their role? Making their colleagues aware
of the importance of saving and encouraging
them to enroll in the Fonds.
As at May 31, 2017, we had 1,702 LRs.
Together, they spent 8,525 days promoting
the Fonds in the workplace, not to mention
all the other opportunities they took on
a daily basis to encourage their colleagues
to act.
LR TRAINING PROGRAM
LR training is the responsibility of the Fonds
de solidarité FTQ’s Training Centre, which
is tasked with designing and organizing
training activities, setting up facilitating
teams and supporting facilitation.

LR annual meeting at the Palais des congrès de Montréal

The Fonds de solidarité FTQ ensures that
all LRs undergo rigorous training to acquire
and maintain the knowledge and skills that
are essential to performing their duties in
compliance with the legal framework set
out by the Autorité des marchés financiers.

For a very large number of shareholders, LRs remain the direct
point of contact. Shareholders may also obtain the information they
need through our phone or online services or at one of our various
service points.

LRs BY REGION
As at May 31, 2017

Region

Number of LRs

Bas-Saint-Laurent

56

Saguenay–Lac-Saint-Jean

99

Capitale-Nationale
Mauricie
Estrie

141
56
61

Montréal

521

Outaouais

53

Abitibi-Témiscamingue

71

Côte-Nord

55

Nord-du-Québec
Gaspésie–Îles-de-la-Madeleine

16
14

Chaudière-Appalaches

119

Laval

45

Lanaudière

40

Laurentides

77

Montérégie

235

Centre-du-Québec
Total

43
1,702

Comprising an “initial training” component
and a “continuing training” component,
the LR training program is based on three
main areas:
–– D
 eveloping, monitoring and maintaining
essential knowledge and skills;
–– Developing skills in the workplace;
–– Consolidating knowledge.
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Along the same principle, shareholders may use various methods
to subscribe to Fonds shares. Payroll deduction is increasingly
popular, especially since the VRSP Act came into effect. Because
they are practical and fast to use, online subscriptions are also a
preferred method for a growing number of shareholders.

LR TRAINING ACTIVITIES
2016-2017 financial year
Number of activities
Number of participants

12 1
3,299

PHONE SERVICES

Providing effective and quality phone
services is one of the Fonds’ priorities.
During the 2016-2017 financial year,
Saving Services handled 286,726 calls,
an increase of over 42,000 compared
to the prior year. In 83% of cases,
shareholders spoke with an agent in
less than 90 seconds.

SUBSCRIPTIONS BY COMMUNICATION CHANNEL
Years ended May 31 (in millions of $)
2015

2017

2016

$

%

$

%

$

%

Web

1 18.3

18

194.7

25

265.6

30

Automatic savings

427.8

64

420.9

54

463.2

51

Service points

55.1

8

88.1

12

103.7

12

Mail

66.1

10

70. 8

9

67.5

7

Total

667.3

774.5

900.0

VRSP

Since December 31, 2016, all Québec
companies with 20 employees or more
have been required to offer a voluntary
retirement savings plan (VRSP); this
requirement will be gradually extended
to companies with 5 to 20 employees.
Payroll deduction, which makes it
possible for employees to contribute
to the Fonds, is recognized by the
Act respecting VRSPs as an alternative
to a VRSP. As a result, companies that
allow their employees to subscribe
to Fonds shares through payroll
deduction are not required to set
up a VRSP. As at May 31, 2017,
7,765 companies had implemented
this solution to help their employees
save for retirement.
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Simon Brulotte
DATA MANAGEMENT ANALYST
FONDS DE SOLIDARITÉ FTQ

ALWAYS
IMPROVING
Each time he has the chance, Simon draws on his knowledge to find
a solution to improve efficiency and quality. In fact, with this in mind
he agreed to join the Board of Directors of Chic Resto Pop, a social
economy and integration enterprise in the Hochelaga-Maisonneuve
neighbourhood of Montréal, as Treasurer.
“I felt I could make a constructive contribution,” he says. “Since I can see things
from an outsider’s perspective, I can quickly identify what can be improved and
propose solutions to achieve maximum results with the organization’s existing
resources. Each gain, no matter how small, is a source of immense satisfaction.”
Simon has turned this determination to always improve into the driving force of his
work. He began at the Fonds in 2011 as a technician, and immediately demonstrated
initiative by proposing improvements to the tools he was using. In no time, he
moved into a position with more responsibilities. Today, he is part of the team whose
mandate involves optimizing financial analysis processes. The goal: making sure
the Fonds has the best tools and processes when it comes to financial controls.
“It’s very rewarding work,” adds Simon. “You must have strong relationships with the
operational teams. It is very important to me to work closely with my colleagues in
finance and in other Fonds business units to ensure I really understand their needs
and work methods. When I go back to my office, I have everything I need to propose
the appropriate improvements. At the end of the day, when my colleagues tell me
I’ve made their lives easier, I can say ‘Mission accomplished’!”
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RELYING ON HIGHLY
DYNAMIC RESOURCES

The Fonds is, first and foremost, people with diversified and advanced skills.
They enable us to stay the course on offering top quality services to both our
shareholders and our partner companies.
Year after year, our various teams work together to continuously improve the services we
offer. This includes efforts to increase operational efficiency, to implement state-of-the-art
systems and technologies and to ensure optimum use of available resources. And all of
this is accomplished while also doing all that is needed to familiarize stakeholders with the
Fonds and make workers aware of the importance of saving for retirement.
In this context of continuous improvement, we see to it that various measures are
implemented to support our teams in performing their tasks. During the 2016-2017
financial year, we deployed a new performance management program to further engage
our employees, help them advance within the organization and better meet the needs of our
stakeholders. We first ensured that managers gained the skills and knowledge required to
engage in a constructive dialogue with each of their team members and support them in
their development.
To support the implementation of the strategic plan adopted by the Fonds during the
2015-2016 financial year, we created many positions to expand our range of expertise
and skills. As a result, the recruitment staff worked relentlessly to fill these new positions
in addition to those that had to be filled to replace employees who retired during the year.
Not only did we need to identify the proper individuals, we especially needed to be able to
onboard them and provide them with adequate mentoring so that they would feel entirely
comfortable in their new roles.
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CONCERTED EFFORTS TO OPTIMIZE THE SAVER EXPERIENCE

During the year, the Project and Business Solutions
Development Office worked together with the Fonds’ various
teams on a continuous improvement approach to update
and optimize existing systems, among other things. One of
the projects that attracted much attention in 2017 involved
upgrading the systems that support Saving Services. The
project included implementing up-to-date applications that
perform better in terms of mobility and accessibility from any
type of devices. This project also led participants to redesign
a portion of the existing website. The work is ongoing and the
first phase should be online in fall 2017. Simultaneously, the
team proceeded with replacing the call centre system using
customer relations management best practices. Together,
these two projects will contribute to making the saver
experience even more effective and satisfying.
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OUR TEAM
AT A GLANCE

As at May 31, 2017, the Fonds’ team was composed
of 466 permanent employees, up 16 from a year ago.
The change in total number of employees compared to the prior
year results from the hiring of 39 people and the departure of
23 people, including 17 retirements, which represents a relatively
low turnover rate in our industry.
The average absenteeism rate of 3.3% (4.0% for women and
2.6% for men) for the 2016-2017 financial year as a whole confirms
that we can count on dedicated and stable employees.
In addition to the recruitment of qualified personnel, programs
aimed at encouraging employee development are an integral part
of our actions. And to this we can add the support provided to
continuously improve our processes and our service offering.
During the 2016-2017 financial year, our employees attended on
average 20 hours of training. This average applies to both women
and men. Managers and professionals dedicated a little bit more
time to training, with averages of 21 and 22 hours, respectively.
For technical and office personnel, the average number of training
hours was 19.
In addition to the 466 permanent employees of the Fonds, our
network had 104 permanent employees: 57 at the
Fonds régionaux de solidarité FTQ, 41 at the Fonds immobilier de
solidarité FTQ and 6 at the Fonds locaux de solidarité FTQ.

AN OUTSTANDING
OVERALL PERFORMANCE

Thanks to the skills of our employees and the good performance of our partner
companies, we have posted exceptional results in 2016-2017. Our comprehensive
income (profit) broke the $1 billion level for the first time in our history.

BREAKDOWN OF PERMANENT EMPLOYEES
As at May 31, 2017
Age

Women

Men

Total

%

Under 35 years

21

17

38

8.2

35 to 44 years

38

60

98

21.0

45 to 54 years

106

80

186

39.9

70

74

144

30.9

235

231

466

100.0

50

49

50

50.4%

49.6%

55 years and over
Total
Average age
Gender

100.0

EMPLOYMENT CATEGORIES
Managers

23

38

61

13.1

Professionals

109

157

266

57.1

Technical and office personnel

103

36

139

29.8

Total

235

231

466

100.0

CHANGE IN PERMANENT EMPLOYEES
From June 1, 2016 to May 31, 2017
Women

GUARANTEEING PAY EQUITY

To attract and retain qualified personnel, we offer competitive
compensation while complying with pay equity regulatory
requirements.
If we compare women’s salaries with men’s salaries, our
ratio is 0.83 for managers, 0.88 for professionals and
0.99 for technical and office personnel as at May 31, 2017.
This ratio is lower than 1.0 mainly because the proportion of
men and women varies depending on levels and employment
categories; compensation is identical for positions requiring
the same level of responsibilities and skills.
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Number of permanent employees
as at May 31, 2016
Hires

Men

230

220

Total
450

17

22

39

Retirements

(11)

(6)

(17)

Departures

(1)

(5)

(6)

235

231

466

Number of permanent employees
as at May 31, 2017

REVENUES
Years ended May 31 (in millions of $)

COMPREHENSIVE INCOME
Years ended May 31 (in millions of $)

2017

1,269

2017

1,085

2016

691

2016

498

2015

1,149

2015

992

2014

940

2014

773

2013

256

2013

458

MAKING OPTIMUM USE OF OUR
RESOURCES
To optimize the return to the shareholder, we
use available financial resources in the most
effective way possible. We thereby make
sure to continuously control our expenses
so that we maintain our total operating
expense ratio below the management
expense ratio of Canadian balanced funds,
which stands at approximately 2.2% on an
annual basis.

TOTAL OPERATING EXPENSE RATIO
Years ended May 31 (as a percentage)
2017

1.4

2016

1.4

2015

1.4

2014

1.5

2013

1.4

For the 2016-2017 financial year, our total
operating expense ratio was 1.4%, which
is consistent with prior years.
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Nathalie Bilodeau
SENIOR ADVISOR, MARKETING
FONDS DE SOLIDARITÉ FTQ

INVESTING
WHERE IT COUNTS
Nothing makes Nathalie more excited than the prospect of meeting
entrepreneurs. “It’s always a pleasure for me to sit down with
entrepreneurs and listen to them tell their story and talk about
their vision and ambitions,” she states. “And it’s especially true for
entrepreneurs in the agrifood sector. They face significant challenges,
and it’s fascinating to see the passion they have for meeting these
challenges. It’s a good example of perseverance and determination.”
Through meetings and analyses,
Nathalie has acquired extensive
knowledge of the agrifood sector, an
area for which she has a true passion.
Remember, this sector represents one
of the four sectors of excellence
the Fonds has identified to further
contribute to Québec’s economic
growth. “To my mind, there is still a lot
to do to develop our agrifood sector,
by increasing companies’ productivity
and capacity to sell both in Québec and
abroad. The possibilities for growth
are immense; we need to sow the right
seeds in the right places,” she says
humorously.
“For example, in the only field of
greenhouse farming, we are significantly
behind compared to other provinces,”
continues Nathalie. “The technology is
there, as are the energy sources,
but there are still some obstacles in
the way of Québec really taking off
in this field. The greenhouse industry
requires significant capital. It takes
money to build a greenhouse, with all
the required equipment, and it takes
a good marketing strategy to ensure
cases of fruit or vegetables make their
way to supermarket shelves each day.
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Entrepreneurs must be financially solid,
which is where the importance of the
Fonds’ role as an investor comes into
play. We provide patient capital that
turns their dreams into reality.”
“We can share with them our knowledge
of the market and open doors for them.
This is often what makes the difference
for an entrepreneur,” she concludes.
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SUPPORTING A GROWING
NUMBER OF COMPANIES

SUPPORTING QUÉBEC’S
SECTORS OF EXCELLENCE

During the 2016-2017 financial year, the Fonds invested $873 million in partner
companies to support their development, an increase of 27% compared to the
prior year.

The Fonds is active in all of Québec’s major activity sectors. To that end, it has teams
who have developed extensive knowledge of the sectors to which they are assigned.
In addition, to maximize the spinoffs of its actions and further contribute
to Québec’s economic growth, the Fonds primarily centres its efforts in four areas
of focus, which were determined as part of a rigorous strategic planning process.

As at May 31, 2017, the fair value of our development capital investments in Québec
businesses was close to $8.5 billion.

DEVELOPMENT CAPITAL INVESTMENTS*
Years ended May 31 (in millions of $)

The first area of focus is made up of four economic sectors of excellence. During the
financial year, the Fonds had invested $281 million in them, as follows: $79 million in
aerospace, $113 million in life sciences, $88 million in agrifood and $1 million in the forest
products sector, not to mention the financial support of the Fonds to Solifor and the Fonds
Valorisation Bois which are also active in this latter sector.

FAIR VALUE OF DEVELOPMENT CAPITAL
INVESTMENTS*

Investments were also made in two other areas of focus during the year: innovation and
support for publicly-traded Québec flagships. These investments amounted to $94 million
and $144 million, respectively.

As at May 31 (in millions of $)
873

640
521

8,483

686

548

2013   2014   2015   2016   2017

7,112
6,144

With regard to the fourth area of focus, which involves supporting socio-economic real
estate projects, projects are in development and should start next year.

7,571

6,415

While it pays particular attention to companies in the four sectors of excellence considered
critical for Québec’s economy (aerospace, agrifood, forest products and life sciences),
the Fonds remains attentive to the needs of companies in other sectors to support them
in their development. The manufacturing industry and information technology make up a
large part of the Fonds’ investment portfolio, given their weight in the economy and the high
number of jobs they support.

2013   2014   2015   2016   2017

* These investments include funds committed but not
disbursed as well as guarantees and suretyships.

PUBLICLY-TRADED QUÉBEC FLAGSHIPS
SUPPORTING PARTNER COMPANIES

Supporting partner companies is a key element to the Fonds’
approach. To that end, the Training Centre works to further
develop the Fonds’ service offering to partner companies in
order to optimize its impact on their development and their
workforces. In doing so, trainers use an approach that draws
on the experience of employees to foster learning, sharing of
best practices and emerging innovative ideas. The Fonds thus
wishes to enhance the workers’ experience in their workplace.
In addition, by focusing on the development of knowledge and
soft skills, the Fonds intends to improve the performance and
organizational health of the companies in which it invests.
During the 2016-2017 financial year, the Training Centre focused
its efforts on defining the training offering to further adapt it
to the needs of partner companies. The training offered by the
Fonds is therefore complementary to the technical training that
is generally well established within companies. This approach led
to the creation of tools for documenting interventions to measure
their concrete impact.

18

To optimize the achievement of set objectives, the Centre’s
team embarked on a continuing education process so that its
members could deepen their knowledge of the best practices for
training and intervening within companies. Several pilot projects
in partner companies helped validate and adjust the training
content and the tools used. Other pilot projects are planned in
2017-2018 before a larger-scale deployment takes place.
LOCAL AND REGIONAL TRAINING AND DEVELOPMENT

Local and regional development must be viewed from a
comprehensive perspective that integrates economic, social,
cultural and environmental dimensions. To that end, the Fonds
develops training sessions in close cooperation with the FTQ’s
Education Services, the fonds locaux de solidarité and regional
councils to meet the specific economic development needs and
objectives of each region.

One of the Fonds’ main strategic
objectives is to deploy the necessary
effort to keep in Québec the flagships
of its economy. Accordingly, the Fonds
has set aside a $500 million envelope
to purchase shares of publicly-traded
Québec companies. As at May 31, 2017,
the Fonds has spent approximately
$147 million to buy shares of eight
companies, including $144 million
during the last financial year.
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SOME INVESTMENTS
MADE DURING THE
FINANCIAL YEAR

Agrifood

Life Sciences

Forest Products

LUFA FARMS INC.
MONTRÉAL

VERSANT VENTURES CAPITAL VI
A new venture capital fund with a global reach and a focus in life
sciences, it specifically targets innovative companies that develop
new treatments.

SCIERIE LAPOINTE & ROY
COURCELLES, ESTRIE

A producer of fresh produce for the urban market using
greenhouses installed on building rooftops, all while adhering to
responsible farming and sustainable development principles.
$3.0 million
 ufa Farms Inc. continues to expand with the construction of
L
its third and largest greenhouse on the rooftop of a building
located in Anjou. Its new facility is equipped with the latest
technology, making it possible to produce even more fresh
produce for the local market.
LES PRODUCTIONS HORTICOLES DEMERS
SAINT-NICOLAS (LÉVIS), CHAUDIÈRE-APPALACHES
A producer specialized in growing small fruits and tomatoes.
$6.75 million
Les productions horticoles Demers will triple the area of its
Drummondville facilities, making it the largest tomato-producing
greenhouse in Québec.
LA COOP FÉDÉRÉE
The largest agrifood company in Québec and the only Canada-wide
agricultural coop, its operations are divided into three divisions:
Food (Olymel), Agri-Business and Hardware (Groupe BMR).
$45.0 million
Including contributions from other financial partners,
La Coop fédérée has a total of $200 million to execute its growth
strategy, which is mainly based on making acquisitions and
capital investments in its various divisions.

$20.1 million
 ersant Ventures Capital VI has a total of $400 million that
V
it plans to invest in 20 to 25 biotech companies to support
their development.

A sawmill specialized in softwood and its processing into lumber
for home building and renovation.
Investment of $1.5 million from the Fonds Valorisation Bois
 cierie Lapointe & Roy modernized its facilities that were
S
damaged by a fire. It is restarting activities with cutting-edge
equipment; 18 employees are back to work.

GLY PHARMA THERAPEUTIC
MONTRÉAL
A pharmaceutical company that is developing a product with
the potential to treat gastrointestinal illnesses and infections, and
prevent bacterial infections of intestinal origin by improving
and maintaining intestinal health.
$5.4 million
 his investment will allow GlyPharma to continue developing
T
its oncology supportive care and applications specific to
gastroenterology.

FONDS VALORISATION BOIS

The Fonds Valorisation Bois (FVB) has over $170 million
to financially support companies in the forest products sector
that have long-term economic potential and are looking to
modernize. In particular, the FVB’s modernization loan is a
customizable solution offered to sawmills across Québec
to finance their modernization projects. The Fonds de
solidarité FTQ is responsible for managing the FVB, in which
it has invested $75 million.

LIFE SCIENCES

As part of an agreement concluded in May 2017, the Fonds will
be a strategic and financial partner of the Québec government
in its Life Sciences Strategy. By combining over 30 years
of expertise and its patient capital offering, the Fonds will
support the government in creating and growing Québec
businesses that will become the flagships of tomorrow. The
Fonds will contribute to making Québec one of the five top
North American life-science hubs by 2027 and attract private
investments of $4.4 billion by 2022.
To date, the Fonds has invested over $1.2 billion in this sector,
including in specialized funds. We recently increased our
effort with biotech companies. During the 2016-2017 financial
year, our investments in this sector amounted to $113 million,
which brings the number of companies in the portfolio to 48,
compared to 24 at the end of 2013.

: Investment
: Result
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INVESTING IN A
RESPONSIBLE MANNER

Information Technology

Manufacturing

As part of its 2016-2017 Sustainable Development Plan, the Fonds has further strengthened its commitment to socially
responsible investment (SRI).

DISTRICT M
MONTRÉAL

PLASTIQUE MICRON
SAINTE-CLAIRE, CHAUDIÈRE-APPALACHES

A company specialized in programmatic solutions for publishers
and advertisers; its solutions are used to conduct advertising
campaigns targeting individuals based on their current interests
and intentions.

One of Eastern Canada’s largest manufacturers of plastic containers
for the pharmaceutical, cosmetic, food and manufacturing industries.

We are continuing our efforts to support SRI global governance,
particularly through our adherence to the United Nations’ six
Principles for Responsible Investment (PRI) and our participation
in activities of the PRI Québec chapter.

$8.0 million
 istrict M continues to develop technology to position itself as an
D
industry leader in Canada and continue to expand in the United
States. It expects to double its workforce by 2018
(the company has over 40 employees and serves several large
media groups in both Canada and the United States).

$6.3 million
Plastique Micron is pursuing its growth strategy and expects
to add production lines to its existing facilities as well as making
some acquisitions.

We have also extended the agreement with the Shareholder
Association for Research and Education (SHARE) under which
SHARE conducts dialogues on behalf of the Fonds with Canadian
public companies on issues affecting governance, social
responsibility and the environment. The actions conducted during
the year included the following:

Another major action in support of sustainable development was
the Fonds’ participation in the first issuance of green bonds by the
Government of Québec in March 2017. The Fonds bought 4.6% of
issued bonds, for a total of $22.9 million. The capital raised by
the government through this issuance will be allocated to specific
projects that generate tangible benefits in Québec with regard to
protecting the environment, reducing GHG emissions or adapting
to climate change.

–– S
 upporting a shareholder resolution asking ExxonMobil to
improve its disclosure regarding the impact climate change
policies have on its activities (this resolution obtained a majority
of votes at the company’s general shareholders meeting on
May 31, 2017);
–– A
 dding the Fonds as a signatory of the Workforce Disclosure
Initiative, a new program set up with the involvement of SHARE
to promote standardized reporting by public companies with
regard to employees at their various worldwide facilities;
–– S
 tarting a dialogue with leaders of U.S.-based company Kroger
to obtain their commitment to improve their practices and
reporting on respecting workers’ rights.

STIMULATE BUSINESS INNOVATION

Since the competitiveness of Québec’s economy is largely
dependent on the ability of companies to innovate
to improve their productivity and be more competitive,
the Fonds decided to actively support Québec businesses’
innovation projects.

having strong growth potential, benefits from a total of 300 hours
of professional services. These services are intended to raise their
awareness on the importance of innovating and support them
in implementing practical solutions that will help improve their
productivity and competitiveness.

During the 2016-2017 financial year, the Fonds granted financing
of close to $94 million to 13 companies in various activity sectors
that are making innovation a key component of their development
strategy. Of this amount, $13.5 million were invested in Québec
seed funds to help innovative start-up companies.

The Fonds also announced the creation of an additional budget
envelope of $120 million to support innovation. Of that amount,
$75 million will be invested in innovative investment funds in
Québec and $45 million to support innovative companies in the
agrifood, forest products and aerospace sectors.

Following its strategic planning, the Fonds launched an initiative
in 2016 to stimulate business innovation. Our objective is
threefold: (1) make our partner companies and teams aware of
the importance of innovating; (2) support our companies in their
innovation projects; and (3) measure and demonstrate the
impact innovation has on company growth and competitiveness.

During the 2016-2017 financial year, the Fonds also participated
in the Propulser nos manufacturiers innovants tour. This tour
made it possible to meet companies from 16 regions in Québec
to remind them of the importance of innovating and present
them sources of financing and support available to succeed.

With this in mind, the Fonds and Inno-Centre, an organization
specialized in providing advisory services to innovative Canadian
SMEs, announced in February 2017 a joint initiative to support
over 60 Québec SMEs through an innovation process. Each
participating company, identified previously by the Fonds as
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Environmental

Social

Economic

SUSTAINABLE
To be sustainable, development should integrate these
three dimensions: social, economic and environmental.

In addition, in June 2016, the Fonds was involved in the launch
of the Innovation Lab, in collaboration with the Quartier de
l’innovation de Montréal. As a result, Salon 1861 provides over
20 fast-growing and innovative companies a special workspace
so they can focus their efforts and financial means solely on
completing their projects.
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Jacques Demers
PRESIDENT AND CHIEF EXECUTIVE OFFICER
LES PRODUCTIONS HORTICOLES DEMERS

CONTINUING IN
GROWTH MODE
When asked to explain the greenhouse project of the family-owned
business he is heading up, Jacques talks about it with clear pride.
“In October 2017, we will have the largest tomato-growing greenhouse
in Québec, the equivalent of 20 football fields,” he explains. “Each week
of the year, we will be able to deliver over 125,000 kg of tomatoes for
consumers seeking locally-grown products, high-quality fruits and
incomparable freshness.”
This idea of local production is very
important to Jacques; in fact, it is
what inspires him to articulate the
company’s growth strategy. “It’s a
question of applying the local economy
principle,” he continues. “People are
increasingly aware of the impact of their
food choices, and they have less of an
appetite for fruits or vegetables that
have travelled thousands of kilometres
to appear on their tables. And there is
an enormous market for food produced
locally throughout the year. I would say
there is still a lot of space we can take
on supermarket shelves. My biggest
dream is to replace tomatoes from
anywhere else with our tomatoes.”
While Les Productions Horticoles
Demers first found greenhouse success
in Saint-Nicolas, near Québec City,
the family-owned business turned to
Drummondville to continue growing.
“All the conditions were there to make
our greenhouse a model of its kind in
terms of sustainable development,”
highlights Jacques. “We have an
agreement with Waste Management,
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the company that provides green
energy produced from biogas, to heat
the greenhouses. Not to mention
the hydroelectricity to light the
greenhouses and maximize production
in months when there is less sunlight.
Since we use cutting-edge technologies
and best practices, we obtain excellent
results in terms of energy efficiency.
Another benefit is that we are in central
Québec, near our primary markets and
major highways.”
And the Fonds’ role in all this?
“We wouldn’t have been able to expand
alone. It takes massive amounts
of capital to build a greenhouse like
this and purchase such sophisticated
equipment. It also takes time to earn
back the investment, and the Fonds
is right there beside us to support us
in the long term, financially as well as
with sound advice. The people
from the Fonds were a lot of help in
better structuring how we operate
and making us more efficient,” he
promptly recognizes.

25

Fonds de solidarité FTQ

Fonds de solidarité FTQ

AN ACTIVE PRESENCE
IN ALL REGIONS
AND MUNICIPALITIES
One of the Fonds’ major strengths continues to be the close ties it establishes with companies across Québec through its
network. With this network, the Fonds is able to serve all companies, whatever their region, municipality, industry or size.

The Fonds régionaux de solidarité FTQ (FRS) continue their
province-wide work to support both the completion of growthgenerating projects and the development of SMEs. As they are
present in each of Québec’s 17 administrative regions, the FRS
are a choice vehicle, at the centre of the action.
During the 2016-2017 financial year, the FRS invested a total of
$62.2 million in 93 companies, increasing the number of companies
in the portfolio to 400. The fair value of FRS investments was
$200.5 million as at March 31, 2017.
It is worth noting that the FRS possess extensive knowledge of all
dimensions of business transfers, and are positioning themselves
as experts in that field, particularly to support entrepreneurial
succession. During the 2016-2017 financial year, some 32 investment
projects, totalling $28.6 million, targeted the seamless transfer of
businesses to new owners.

• SECTOR-BASED EXPERTISE
•
•

NUMBER OF INVESTMENTS

INVESTMENTS OF $2 MILLION AND UP

2017

93

2016

103

2015

84

(in millions of $)
REGIONAL EXPERTISE

•

16 OFFICES

•

INVESTMENTS UP TO $3 MILLION

• LOCAL EXPERTISE
• 73 FONDS LOCAUX DE SOLIDARITÉ
(managed by organizations responsible
for local economic development)
• INVESTMENTS UP TO $100,000

LES BOUTEILLES RECYCLÉES DU QUÉBEC
LAVAL
Les Bouteilles recyclées du Québec is a company specialized
in importing and distributing high-end glass bottles. It operates
in three niches: selling new bottles, washing and sorting bottles
and delivering bottles.
$4.2 million
 es Bouteilles recyclées du Québec is pursuing its growth
L
strategy to strengthen its market position.
ACCÈS LOCATION D’ÉQUIPEMENTS
BELŒIL, MONTÉRÉGIE
New and used aerial equipment rental, sales and maintenance
services.

20 ACTIVITY SECTORS

AMOUNTS INVESTED

•

Some investments made by the FRS

• REAL ESTATE PROJECT FINANCING
AND DEVELOPMENT
• SECTORS: RESIDENTIAL, OFFICE,
COMMERCIAL, INDUSTRIAL,
SOCIO-ECONOMIC REAL ESTATE
INFRASTRUCTURE

2017

62.2

2016

74.7

2015

48.1

NUMBER OF NEW PARTNERS
2017

55

2016

61

2015

56

$3.0 million
 ccès location d’équipements is concluding the first phase
A
of its succession process while retaining its liquidity to support
its growth either through acquisitions or increased penetration
in the Greater Montréal market. This investment also allows
the company to retain some flexibility in the context of building
a new head office.
DMB DISTRIBUTION ALIMENTAIRE
SAINT-AUGUSTIN-DE-DESMAURES, CAPITALE-NATIONALE
A leader in food distribution, fresh food in particular, to
supermarkets, large grocery stores and regional food markets. It
operates throughout Québec from its warehouses in Mascouche
and Québec City.
$3.2 million
 MB is pursuing growth by continuously adding products
D
to distribute and increasing the number of customers, who
appreciate centralized ordering, receiving a variety of products
in one delivery and single billing.

: Investment
: Result
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ANS

Some investments made by the FRS
(continued)

Some examples of joint investments
made by the Fonds network

LES HÔTELS ACCENTS
MAGDALEN ISLANDS, GASPÉSIE–ÎLES-DE-LA-MADELEINE

FRESCHE SOLUTIONS
MONTRÉAL

The main hotel complex in Magdalen Islands, including two hotels:
Auberge Madeli and Château Madelinot.

Fresche Solutions offers information technology and
telecommunications advisory services. This company possesses
a unique expertise that it uses to develop, integrate and migrate
applications in IBM AS/400 and iSeries environments. It also offers
software tools that it acquired or developed.

$1.1 million
 estion Gessico acquired a stake in the hotel complex to become
G
the majority shareholder. With this investment, the two hotels will
continue to be developed by Madelinot interests.
MIRALIS
SAINT-ANACLET-DE-LESSARD, BAS-SAINT-LAURENT
A manufacturer of kitchen cabinets, more specifically
of cabinets and cabinet doors made of wood, thermoplastic
and other materials.
$1.1 million
 he shareholders of Miralis acquired Armoires Distinction
T
to support their distribution network. Armoires Distinction
will become not only a place to showcase Miralis products,
but also a development centre for the network of Miralis
partner boutiques.
Present in all regions of Québec, the Fonds régionaux de
solidarité FTQ (FRS) are always searching for opportunities to help
entrepreneurs achieve their ambitions. Depending on the size of
the projects, they invest independently or jointly with the Fonds.

$13.0 million
 resche Solutions acquired U.S.-based Quadrant Group to
F
diversify its product catalogue and customer base, and increase
its presence in Western Canada and the United States as well as
have access to a source of recurring revenues. The company also
confirms its leading position in the IBM AS/400 segment.
GESTION YUZU
QUÉBEC, CAPITALE-NATIONALE
The franchisor of the Yuzu Sushi brand in the fast food sector; it
has a network of 50 branches across Québec and New Brunswick.
The company stands out with the quality of both its products and
support for franchisees.
$2.4 million
Groupe Yuzu continues to develop its franchise network
in Québec and the Maritimes. It plans to open several new points
of sale over the next few years.

Created in partnership with the Québec Federation of Municipalities
(QFM), the Fonds locaux de solidarité (FLS) network celebrated
their 25th anniversary in 2016. The 73 FLS that make up the network
continue to be a strong lever for local economies, particularly with
regard to supporting SMEs during their start-up, expansion and
succession stages. In 25 years, over 4,000 company projects have
been financed by the FLS, representing investments of $122 million
and over 35,000 jobs created and maintained.
During their financial year ended December 31, 2016, the FLS
invested a total of $8.0 million in 294 companies, the highest
amount since the network was founded. As such, as at
December 31, 2016, the FLS portfolio included 1,056 companies
from all parts of the province, with investments valued at
$20.6 million.
To promote the creation of FLS in areas that are not yet covered,
the Fonds has proposed to its partners, the Québec government and
the QFM, a new approach to lower the contribution required from
the community when setting up an FLS. In total, $31.5 million will
be invested by the Fonds and its partners to support SMEs across
Québec. This partnership, confirmed in Québec’s 2017-2018 Budget,
will allow extending the network of FLS to the entire province and to
promote job-creating, local economic development.

Some investments made by the FLS
FH STUDIO
MONTRÉAL
Integrated production company specializing in advertising and
commercial film and photography.
$35,000
 he company expanded its offices and improved its
T
infrastructure. A first investment was granted by the FLS in
December 2013 to support its growth.
TRICA INC.
SAINT-JÉRÔME
High-end furniture manufacturer.
$100,000
 he company completed its succession plan, which will allow it to
T
keep 115 jobs and create 15 more.
COTON VANILLE
RIMOUSKI
Manufacturer of grow-with-me pants for children.
$20,000
 he company was able to relocate, increase its working
T
capital and purchase new manufacturing equipment to meet
growing demand.

HAMEAU SAINT-JACQUES
QUÉBEC CITY, CAPITALE-NATIONALE
$5.3 million
 onstruction of a residential project in Québec City, strategically
C
located near the Saint-Charles River. Carried out in partnership
with Groupe immobilier SMB, the project expands the Fonds’
real estate portfolio in the Greater Québec City area and
contributes to creating jobs.
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STIMULATING
THE QUÉBEC ECONOMY

By targeting companies having an impact on the Québec economy and providing
them with financial support and services that promote their development, the Fonds
is executing a fundamental aspect of its mission. As at May 31, 2017, taking into
account direct, indirect and induced jobs, the companies that were included in the
investment portfolio of the Fonds and its network provided jobs to 186,440 workers
in Québec.
It is important to point out that partner companies are recognized for the growth-generating
effect of their activities and the quality of the jobs created. In 2016, a study conducted by
KPMG-Secor demonstrated that the average salary paid by the companies in the portfolio is
higher than the regional average in almost all of Québec’s 17 administrative regions.

Comments from Daniel Denis,
Partner and Economist, KPMG
The contribution of the Fonds’ partner companies to the Québec economy is very
significant. In fact, their activities have generated added value in Québec estimated
at $13.6 billion in the last year. The weight of the Fonds’ partner companies’ activities
was 4.3% of Québec’s private gross domestic product.

ECONOMIC IMPACT OF GOODS AND SERVICES PRODUCED BY
THE FONDS’ PARTNER COMPANIES ON QUÉBEC

A significant impact

As at May 31, 2017

As an employer and consumer of goods and services, the Fonds is also a contributor to
the wealth creation process for Québec society. The following table presents financial data
that demonstrates the importance of its activities.

DIRECT ECONOMIC IMPACT OF THE FONDS1

Value added to base prices (in billions of $)

Direct
effect

Indirect
effect

Direct and
indirect effects

9.4

4.2

13.6

Jobs (in person-years)

98,884

51,201

150,085

Value added per job (in $)

95,324

82,316

90,886

Years ended May 31 (in millions of $)

2016

2017

Interest, dividends and distributions, rental, fee and other income and
interest on notes

364.7

391.2

Realized gains, change in unrealized appreciation or depreciation and transaction costs
on development capital investments, other investments and investment property

326.4

877.9

Direct economic value created (reflected in the share value)

Direct economic value distributed in Québec society
Operating costs

66.7

73.9

Salaries and benefits

84.3

9 1.6

679.7

6 16. 1

16.2

21.2

0.8

0.9

Payments to shareholders (shares redeemed)2
Payments to governments (income and other taxes)
Investments in the community (donations and sponsorships)

1. This table presents summary financial information determined as material by the Global Reporting Initiative and
should not be considered as a substitute to the Fonds’ financial statements.
2. The Fonds does not pay any dividends.
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Source: D
 ata on direct and indirect jobs per sector from the Fonds de solidarité FTQ and results of the
Institut de la statistique du Québec’s input-output model.

The activities of the Fonds’ partner companies have created or maintained 98,884 direct
jobs in their facilities in Québec. In addition, these companies also support employment
among their goods and services suppliers, who in turn stimulate the level of employment at
other suppliers. This process associated with the cascade effect of purchasing goods and
services corresponds to the indirect benefits to the Québec economy generated by partner
companies. This cascade effect of the Fonds’ partner companies’ activities contributed
to supporting 51,201 additional indirect jobs in Québec. The partner companies therefore
supported a total of 150,085 jobs.
Over 43% of the direct jobs supported by the Fonds’ partner companies were in goodsproducing industries, twice as much as what is observed in the overall Québec economy
(19.8%). The manufacturing sector is very well represented among the Fonds’ partner
companies, accounting for 33.4% of the total direct jobs supported, even though the sector
only represents 11.9% of total jobs in the Québec economy.
At $90,886, the value added per direct and indirect job fell slightly from last year (-1.2%),
but it remains higher and growing compared to the average for the last 5 or 10 years (all
values were expressed in 2017 dollars to be comparable).
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Jonathan Flint
STAGE TECHNICIAN AND
HABITATIONS PARADOXE TENANT

BENEFITTING FROM
A STIMULATING
LIVING ENVIRONMENT
Until last year, Jonathan shared a small apartment with several
roommates. Without any real work opportunities, he decided to take
the stage technician training offered by Groupe Paradoxe. “I had some
experience in this area and knew some tricks of the trade,” he explains.
“Paradoxe’s training allowed me to specialize and hone my skills. But
most of all, Paradoxe gave me access to a network of contacts to find
a job.”
During his training, Jonathan was given the opportunity to move to his own place.
“One day, people came into the training room to let us know that there was an
apartment available at Habitations Paradoxe. I gave my name and I was selected,”
he recalls with pride. “Today I have my own apartment, a kind of studio apartment
with an open-concept living room and kitchen and a separate bedroom. It’s a really
great place.”
This change in living environment gave Jonathan new momentum. “When I came
to Paradoxe, I had almost nothing and I was in debt. It’s really not expensive to
live there, so from a financial point of view, this was what I needed,” he explains.
“And there is staff on site who help us find a job or go through some administrative
procedures, such as applying for a passport. So it’s more than just an apartment,
it’s a true support system.”
Habitations Paradoxe, where Jonathan has lived since February 2016, is a project
carried out in collaboration with Bâtir son quartier. This social economy enterprise
coordinates community housing and real estate projects, in partnership with the
Fonds immobilier de solidarité FTQ, to create solidarity-based living environments
for low and moderate income households.
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CONTRIBUTING
TO VIBRANT LIVING
ENVIRONMENTS
Successful partnerships

THE FONDS IMMOBILIER
DE SOLIDARITÉ FTQ
AT A GLANCE
As at December 31, 2016
Projects under
development
or construction
Value

48
$2.9B

Number of partners

over 40

Jobs created

24,000

Buildings under management
Land to be developed
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Consolidating existing partnerships and concluding
agreements with new partners are an integral part of the
approach used by the Fonds immobilier to gather the
resources needed to ensure each project, regardless of
its specific nature, is successful. Following are a few examples.

By investing in profitable, job-creating and socially responsible real estate projects,
the Fonds immobilier de solidarité FTQ participates in energizing and revitalizing
living environments. Over its more than 25 years of existence, the Fonds immobilier
has made its mark as a preferred partner in carrying out growth-generating
projects in various communities across the province, which contribute to driving
the local economy.

HUMANITI
MONTRÉAL
The Fonds immobilier de solidarité FTQ and Cogir immobilier,
a leading Québec-based real estate manager, joined forces to
complete a flagship project in the heart of the Quartier international
de Montréal. Valued at over $200 million, the Humaniti complex is
unique in Canada as a result of its mixed use, which will make it a
desirable place to live, work, stay for a short period and play. It will
include a 200-room hotel, 335 rental units and 140 condo units,
70,000 ft2 of office space and 20,000 ft2 of retail space.

During its financial year ended December 31, 2016, the Fonds immobilier authorized
investments in 54 projects, including 19 new projects, for a record amount of $169 million.
Of the new projects, 10 belong to the residential rental buildings segment and 5 others
belong to the mixed-use buildings segment, buildings in which, among other things, the
podium integrates retail space, a growing trend in urban areas.

17 M ft2
Fostering entrepreneurship
The Fonds immobilier and Anges Québec,
a private investor network that identifies
and supports innovative, high potential
companies, entered into a collaboration
agreement to promote the emergence
of the next generation of real estate
developers while supporting existing
developers. In addition to investing in the
start-up of certain real estate projects,
Anges Québec will assign representatives
who will support and advise new
developers, while the Fonds immobilier will
provide financial support to the entities
created to carry out these projects.

Commitment as an
act of solidarity

L’AURA SAINT-NICOLAS
LÉVIS, CHAUDIÈRE-APPALACHES
The Fonds immobilier partnered with Maisons Laprise, a
manufacturer of pre-engineered modules for residential
construction, for a residential rental project in Lévis, L’Aura
Saint-Nicholas. Once completed, this project, which is part of
a premier real estate development in a booming sector, will
include six buildings with nine units each.

For the Fonds immobilier, solidarity also
takes the form of a social commitment.
By granting loans at preferred rates for
community or social projects, it helps low
or modest income families gain access
to housing that meets their needs. To
date, the Fonds immobilier has invested
approximately $59 million in seven funds
dedicated to these types of projects, which
led to the construction of 2,756 quality social,
community or affordable housing units.

VIVA-CITÉ
SAINT-LAMBERT, MONTÉRÉGIE
The Fonds immobilier teamed up with Habitations Trigone for
the construction of the Viva-Cité residential rental projects. These
projects are tailored to the needs of customers 55 years and over
who wish to stay active while having access to all the amenities of
modern life. The Saint-Lambert project, which comprises 215 units,
is the second project under the Viva-Cité banner, following the
Sainte-Thérèse project. In 2016, the two partners continued to deploy
this banner by marketing the Delson, Saint-Hubert, Brossard,
Longueuil and Lachenaie complexes.
Humaniti, a flagship project in the heart of the Quartier international de Montréal.
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A MISSION FOCUSED ON
SUSTAINABLE DEVELOPMENT

Throughout the Fonds, in any department, decisions are driven
by a commitment to help society develop in a sustainable
manner, in economic, social and environmental terms. In fact,
sustainable development is at the core of our mission.
Whether it is encouraging workers to save for retirement, helping
them increase their knowledge of economic issues or supporting
job creation and growth in Québec-based businesses, these actions
contribute to advancing society for the benefit of future generations.
To this we must add our investment approach. Before completing
any transaction with a business, we make sure to integrate a social
audit into the due diligence process. We therefore have a complete
picture enabling us to make an informed decision, consistent
with the principles for responsible investment (see “Investing in
a responsible manner” on page 23). This also allows us to better
support entrepreneurs with continuous improvement.

GIVING A SOCIAL DIMENSION TO OUR ACTIONS

2016-2017

SUSTAINABLE
DEVELOPMENT
PLAN

We should also highlight the Fonds immobilier de solidarité FTQ’s
strong commitment to building social and community housing.
Enabling more people to gain access to quality housing at an
affordable price is also a way to contribute to the well-being
of communities.

2016-2017 Sustainable
Development Plan
During the 2016-2017 financial year, the
Fonds adopted a sustainable development
plan. Overall, this plan sets out 95 actions
classified under four broad orientations:
(1) develop a prosperous, sustainable
and responsible economy where people
and communities come first; (2) provide
a healthy, stimulating work environment
for our employees; (3) reduce the
Fonds’ environmental footprint; and
(4) strengthen governance and foster
a better understanding of sustainable
development principles.
The full updated version of this plan is
available at www.fondsftq.com, in
the “Sustainable Development” section
of the “About Us” tab.
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For the Fonds, a sustainable development plan would not be
complete without a structured program for the well-being of
communities. With this in mind, we implemented a donation and
sponsorship policy to optimize our efforts and focus on three
areas related to our mission: (1) employability and labour market
integration; (2) raising awareness on the importance of saving and
sustainable consumption; and (3) enrichment through culture.
To support community organizations across Québec, the Fonds
also provides financial support in the form of a donation to each
Centraide regional office.

In addition, the Fonds remains mindful so it can act when a need
arises. For instance, it donated $35,000 to the Red Cross to help
the victims of the floods that affected over a hundred Québec
municipalities in May 2017. Earlier, in February, it also joined
members of the Québec financial community to create the Inclusion
fund, a philanthropic fund of over $3.5 million aimed at supporting
initiatives against intolerance, discrimination and bullying.

FONDS ÉTUDIANT SOLIDARITÉ TRAVAIL DU QUÉBEC

For over 15 years, the Fonds étudiant solidarité travail du
Québec have been encouraging job creation for youth in all
regions of Québec. The programs that have been set up are
the ideal means to stimulate job creation for youth and actively
contribute to their development. The Fonds étudiant I gives
employers the opportunity to hire high school, college or
university students and be reimbursed for 90% of the salary.
The Fonds étudiant II focuses on students who get a summer
job as facilitator in a youth service cooperative; in this case,
the salary is reimbursed in full.
During summer 2016, the financial contribution of the Fonds
étudiant I was $1 million, creating 237 jobs, in particular
within small businesses, cooperatives, community sector
organizations and labour organizations. The Fonds étudiant II
made contributions to reimburse the salary of 141 facilitators
for a total amount of $910,975.

THE LITERACY FOUNDATION

The Fonds and the Literacy Foundation joined forces to tackle
the challenges associated with illiteracy in the workplace.
The two partners will conduct a study on the economic
impact of not addressing literacy issues in the workplace. The
findings of this study will be released in early 2018 at the first
symposium called Journée Alpha réussite – Relevons les défis
de l’employabilité et de l’alphabétisation. Simultaneously, the
Fonds will participate in The Gift of Reading program and will
support the Foundation with its Info-Alpha and Adult Learnline
referral lines.
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ACTING FOR
THE ENVIRONMENT

The environment is a key dimension of sustainable
development. Reducing our environmental footprint is
necessarily a part of our commitment as a responsible
enterprise. Our actions cover various areas, including
the following:
–– P
 romoting public and active transportation to our employees,
as the vast majority of greenhouse gas (GHG) emissions
related to the Fonds’ activities result from traveling to work
or to business meetings;
–– I mproving procurement management for materials
needed in our activities and, by the same token, reducing
residual materials;
–– I mplementing measures encouraging optimum use of energy
and water.

A SMALLER ENVIRONMENTAL FOOTPRINT, DESPITE
INCREASED ACTIVITIES
From May 31, 2013 to May 31, 2017, the number of Fonds employees
was up 3.8%, the number of shareholders increased 4.9% and the
number of partner companies rose 13.5%. Despite the unavoidable
increase in activities that such growth generates, the Fonds’
environmental footprint decreased on all fronts.

ENERGY – HEAD OFFICE

WATER

Energy consumption at the Fonds’ head office was the lowest ever
recorded. For the financial year ended May 31, 2017, it was 11.0%
lower than it was five years ago, and 5.4% lower than it was for the
financial year ended May 31, 2016.

Water consumption fell 54% from 2010-2011 (585 litres per square
metre) to 2016-2017 (270 litres per square metre). It has remained
stable for the last four years.

The Louis-Laberge Building stands out with a clearly superior
energy use intensity performance.

As of this year, the BOMA organization requires including parking
space in the calculation, which has further improved the Fonds’
relative position:

RAW MATERIALS
Since 2012-2013, the Fonds’ annual raw materials consumption
went down 13.9%, from 139.3 tonnes for that financial year
to 120.0 tonnes for the financial year ended May 31, 2017.
RESIDUAL MATERIALS
The 128 tonnes of residual materials produced in 2016-2017
by the Fonds represent a historical low. This volume is 23.4% lower
than the 167 tonnes generated in the prior year, and 37.6% lower than
the 205 tonnes generated in 2012-2013.
This year’s outstanding performance is mainly explained by the low
volume of construction-renovation-demolition work in the building.
A new calculation method required by the change in container
format may also have influenced the results. Lastly, increased
employee awareness resulted in lower paper use for printing
(leading to a decrease in the volume of recovered paper) and higher
plastic-glass-metal recycling.

ENERGY USE INTENSITY
(ekWh/ft 2/yr)

WATER CONSUMPTION
COMPARISON

2012-2013

11 .8

2013-2014

12.3

2014-2015

1 1 .5

Louis-Laberge Building, 2016-2017

2015-2016

1 1 .1

270

2016-2017

10.5

(litres/m2)

Average for BOMA BESt Platinum, 2015

440
Average for BOMA BESt Québec, 2015

HEAD OFFICE ENERGY USE
INTENSITY COMPARISON

880

(ekWh/ft2/yr)
Louis-Laberge Building, 2016-2017

10.5
Average for BOMA BESt Platinum, 2015

16.9
Average for BOMA BESt Québec, 2015

25.2
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SUSTAINABLE TRANSPORTATION
The Fonds’ prioritization of sustainable transportation has
resulted in substantial reductions in energy consumption and
greenhouse gas (GHG) emissions over the last five years. From
May 31, 2013 to May 31, 2017, annual energy consumption
for employee commuting and business travel went down 13.1%,
and resulting GHG emissions decreased by 13.3%.

ALVÉOLE PROJECT – BEEHIVES AT THE FONDS!

In spring 2017, the Fonds embarked on a project that is both original
and useful: urban beekeeping. As part of this project, four beehives
were installed on the head office roof, with the goal to harvest honey
in the fall. This is a concrete sustainable development action, as it
increases local honey production while contributing to pollination and
urban greening. It also helps protect bees, which play an essential
role in our environment. This project is undertaken in collaboration
with Alvéole, a social enterprise specialized in urban beekeeping.

GHG EMISSIONS

LEADERS EN TRANSPORT DURABLE – CONTINUITÉ AWARD

On September 27, 2016, the Fonds de solidarité FTQ was
presented the Continuité Award during the Leaders
en transport durable event. This award recognizes the
outstanding work of businesses that are firmly committed
to implementing measures encouraging public and active
transportation. Whether it is carpooling efforts, incentives
to use public transportation or workshops facilitated by
Vélo-Québec, the Fonds’ actions are successful.

Image: David Himbert

At 1,482 tonnes of CO2 equivalent this year, these emissions
increased 1.4% over the prior year (1,462 tonnes), but decreased
11.4% from 2012-2013.

PARAMETERS OF THE ANNUAL AND SUSTAINABILITY REPORT
FOR A RESPONSIBLE FORESTRY

In 2005, the Fonds created Société de gestion d’actifs forestiers
Solifor. To date, this limited partnership has invested approximately
$200 million to acquire over 175,000 hectares of forest land,
making it one of the four largest private land owners in Québec.
These properties are located in several regions of Québec, including
Bas-Saint-Laurent, Lotbinière, Saguenay, Mauricie and Abitibi. In
addition, Solifor recently acquired forest land in Maine to supply
Québec sawmills and wood processors with raw materials.
To manage all its forest land, Solifor adopts responsible and sensitive
practices with a view to both sustainable development and wealth
creation. In doing so, it protects a resource that contributes to
reducing greenhouse gases, as trees capture carbon dioxide (CO2)
from the atmosphere to store carbon and release oxygen.

40

This report is for the 2016-2017 financial year, which is the
period from June 1, 2016 to May 31, 2017. It mainly covers
the activities that are under the direct control of the Fonds
de solidarité FTQ and includes data and information related
to the components of its network, i.e. the Fonds régionaux
de solidarité FTQ, the Fonds locaux de solidarité FTQ and the
Fonds immobilier de solidarité FTQ. The appropriate Fonds
specialists validated the contents of this report, which was
read by the independent auditors.
In addition, the contents of this report were prepared in
accordance with the G4 guidelines of the Global Reporting
Initiative (GRI) using the requirements of the Core option. The
index for the GRI indicators and all information required under
the Core option are available in the Sustainable Development
section of the Fonds’ website at www.fondsftq.com.
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Louis Robert

A HAPPY SPOUSE, FATHER,
GRANDFATHER AND RETIREE

MAKING A DREAM
A REALITY
If you want to meet Louis in the morning, you must go to his gym.
Exercising has been part of his daily routine since he retired. “I have
never been in such good shape. I feel much healthier than before,”
he says with satisfaction. “And that gives me the energy I need to do
all sorts of things.”
And this is a delight to Louis’ relatives,
including his spouse, Chantal, his four
children and his seven grandchildren.
“Since Chantal is still working, I take
care of everything in the house. I
even had lots of fun devising a way to
systematically manage the contents
of the pantry. The children call it the
‘depanneur’,” adds Louis, laughing.
“And the children and grandchildren
are very happy to have a father or a
grandfather who can spend time with
them when they need it. It’s also very
rewarding for me to be able to give
them a hand.”
Louis contributed to the Fonds during
the 15 years prior to his retirement. “I
sold all my shares five years ago when
I stopped working. In hindsight, I realize
I should have waited a little longer,
given the returns generated since then.
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But Chantal benefits from them: since
2002, she has contributed each year the
maximum amount. She expects to retire
in five years.”
At the outset, Louis was not necessarily
convinced that it was a good thing to
save with the Fonds. He hesitated for a
long time. “Once I understood how good
it was for the Québec economy, that it
was a unique and innovative approach,
I became an unwavering fan. I talked
about the Fonds to everyone around
me, telling them that it was in their best
interest to benefit from the tax credits
offered. It’s quite simple, for me: all
Québecers should take full advantage
of this amazing savings vehicle that, on
top of it all, supports the development
of our businesses,” concludes Louis with
conviction.
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GROWING
SAVINGS

When they entrust their savings to us, our shareholders choose to invest in Québec’s
economic development. Knowing that these savings are entrusted to us to make them
grow, we aim at generating a reasonable return for our shareholders.

Benefitting from
accumulated savings

As at May 31, 2017, the Fonds’ net assets amounted to $13.1 billion, up $1.4 billion compared
to the same date a year ago. Net assets per share stood at $37.88, which resulted in a
return to the shareholder of 9.1% for the 2016-2017 financial year.

During the 2016-2017 financial year, the Fonds processed
42,698 share redemption requests, for an amount totalling
$614 million that was paid to shareholders who wished to use
their savings for a project, in particular retirement, or to deal
with specific circumstances.

A shareholder who would have invested an equal amount each year through payroll
deduction would have earned, at the current value of $37.88 per share and including
the Québec and federal labour-sponsored tax credits, an annual compound return of 17.6%
and 13.3% for a 7-year and 10-year period, respectively. In addition to this return, the
shareholder can receive additional tax benefits if he transfers his Fonds shares to an RRSP.

NET ASSETS

NET ASSETS PER SHARE (as published)

As at May 31 (in millions of $)

As at May 31 (in dollars)

The Fonds shareholders may use the savings they accumulated
in various circumstances. Early retirement and retirement remain
the main reasons to request share redemptions. In 2016-2017, the
Fonds received 32,069 redemption requests from shareholders who
had reached that stage of their lives, for an amount of $519 million,
or 84% of the total amount of share redemptions.

RETURN TO THE SHAREHOLDER
Years ended May 31
37.88

13,116
11,150
9,301

33.26

11,750

10,131

27.98

34.73

30.29

2017
2016
2014

9.1%
4.4%
8.3%

2015
2013

9.8%
5.2%

ANNUAL COMPOUND RETURNS
TO THE SHAREHOLDER
1 year
5 years
2013   2014   2015   2016   2017

2013   2014   2015   2016   2017

9.1%
7.3%

3 years
10 years

7.7%
4.1%

The Incorporation Act of the Fonds de solidarité FTQ provides that
other life circumstances are eligible reasons to request a share
redemption. The purchase of a first home using the Home Buyers’
Plan (HBP) is one of them. During the 2016-2017 financial year,
3,448 share redemption requests were made for this reason, for
a total of $34 million.
Other exceptional situations may qualify for a request to redeem
Fonds shares. Job loss, loss pertaining to the principal residence
and significant decrease in income, in particular due to return
to studies, as well as severe and irreversible illness or long-term
disability are all situations in which shareholders may use the
savings they accumulated with the Fonds.
Since its inception, in 1984, the Fonds has returned approximately
$8.3 billion to savers who were ready for retirement or had to deal
with one of the eligible circumstances for share redemption.

SHARE REDEMPTIONS
Years ended May 31 (in millions of $)
2017

614

2016

678

2015

643

2014

730

2013

542

REDEMPTIONS BY CRITERION
For the year ended May 31, 2017
Redemptions provided for
in the Fonds’ Incorporation Act and in
the Purchase-by-Agreement Policy
Retirement and early retirement

Number

Value
($M)

%

32,069

5 19

84

Death, disability, redemption within 60 days

3,082

37

6

Access to home ownership

3,448

34

6

(job loss and other)

3,541

18

3

Return to studies

288

1

–

270

5

1

42,698

614

100

Unforseen events

Other criteria
(capital injection into a business, emigration, redemption
of pension credits and ineligibility for tax credits)

Total

SÉCURIFONDS: OFFERING COMPLEMENTARY PRODUCTS
RETIREMENT PLANNING, A CHOICE THAT MAKES SENSE

For the Fonds, saving for retirement is essential, but proper
retirement planning is a must. This is why, year after year, we
support organizations whose mission is to educate the public
about personal finance. Question Retraite, an organization
created by Retraite Québec, and the Canadian Foundation for
Economic Education are the two key vehicles through which
the Fonds acts in this area.

When transferring the money accumulated in their RRSP
with the Fonds to other investment vehicles, the Fonds
shareholders may, if they wish, benefit from the range of
financial services offered by SÉCURIFONDS.
SÉCURIFONDS first offers them the opportunity to obtain, free
of charge and with no obligation, a complete and personalized
financial profile to determine the best investment strategy.
Afterwards, investment management is offered with no
enrollment fees and at competitive management fees.
During the 2016-2017 financial year, 1,258 savers enrolled
in this service, bringing the total to 6,757. As at May 31, 2017,
SÉCURIFONDS’ assets under management amounted to
$194 million, up $47 million from a year ago.
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FONDS DE SOLIDARITÉ DES TRAVAILLEURS DU QUÉBEC (F.T.Q.)

MANAGEMENT DISCUSSION AND ANALYSIS FOR THE
YEAR ENDED MAY 31, 2017

This Management Discussion and Analysis (“MD&A”) is intended to help the readers assess, through the eyes of management,

the Fonds de solidarité FTQ’s (the “Fonds”) results and financial condition as well as the material changes therein during the
financial year ended May 31, 2017. The annual MD&A complements and supplements the financial statements and contains

financial highlights, but does not contain the complete annual financial statements of the Fonds. For ease of understanding, this
MD&A should be read in conjunction with the financial statements and the notes thereto.

This MD&A contains forward-looking statements that should be interpreted with caution. These statements necessarily involve
assumptions, uncertainties and risks; it is therefore possible that, due to a number of factors, they will not materialize.

Legislative or regulatory changes, economic and business conditions and the level of competition are examples of major factors

that may influence, sometimes significantly, the accuracy of the forward-looking statements in this MD&A. This MD&A is dated
June 29, 2017.

MANAGEMENT
DISCUSSION
AND ANALYSIS

The Fonds is subject to the Regulation Respecting Development Capital Investment Fund Continuous Disclosure (the
“Regulation”) and, as such, applies the requirements of this Regulation, notably to its financial statements and its MD&A.

It should be noted that, since the six-month period ended November 30, 2016, the Fonds has been presenting only the return to

the shareholder in its MD&A to simplify disclosures.

You can get a copy of the financial statements as at May 31, 2017 and a copy of the interim documents, at no cost, as follows:
•

by visiting our website (fondsftq.com) or the SEDAR website (sedar.com)

•

at your request:
o

by calling Saving Services at 514 383-3663 or toll free at 1 800 567-3663;

o

by writing us at P.O. Box 1000, Youville Station, Montréal, Québec H2P 2Z5.

FOR THE YEAR ENDED
MAY 31, 2017

1
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FONDS DE SOLIDARITÉ DES TRAVAILLEURS DU QUÉBEC (F.T.Q.)

FINANCIAL HIGHLIGHTS

CHANGE IN NET ASSETS PER SHARE

The following tables show selected key financial information about the Fonds and are intended to help you understand the

Years ended May 31

Fonds’ financial performance for the past five financial years. This information is derived from the Fonds’ audited financial

statements. Financial data for the financial years ended May 31, 2017, 2016, 2015 and 2014 are in accordance with International
Financial Reporting Standards (“IFRS”). Financial data for the financial year ended May 31, 2014 have been restated in accordance

(in dollars)
Net assets per share, beginning of
yeara
Impact of the transition to IFRS
Net assets per share, beginning of
year after impact of the transition
to IFRSa

with IFRS. Financial data for the financial year ended May 31, 2013 are in accordance with Canadian generally accepted
accounting principles (“GAAP”) effective at that time. The Fonds’ results are discussed under “Results of operations” on page 6.
52.

RATIOS AND SUPPLEMENTAL DATA

Increase from operationsb:

Years ended May 31
(in millions of dollars, unless otherwise specified)
Revenues

a

2017
(IFRS)
1,269

b

Net income

1,081

2016
(IFRS)
691
513

2015
(IFRS)
1,149
985

2014
(IFRS)
940
772

Interest, dividends and
distributions, rental, fee and other
income and interest on notesc

2013
(GAAP)

2017
(IFRS)

2016
(IFRS)

2015
(IFRS)

2014
(IFRS)

2013
(GAAP)

34.73

33.26)

30.31)

27.98)
0.02)

26.59)

34.73

33.26)

30.31)

28.00)

26.59)

3.17

1.52)

2.94)

2.31)

1.41)

1.14)

1.09)

1.02)

1.08)

0.79)

0.0.45)

0.51)

0.67)

0.53)

0.30)

458

Unrealized gains

.2.14)

0.46)

1.74)

1.21)

0.77)

Total operating expensese

(0.51)

(0.47)

(0.44)

(0.45)

(0.40)

(0.05)

(0.07)

(0.05)

(0.06)

(0.05)

Realized gainsd

256

Comprehensive incomeb

1,085

498

992

773

N/A

Fair value of development capital investmentsc

8,483

7,571

7,112

6,415

6,144

Income tax

13,116

11,750

11,150

10,131

9,301

900

774

667

787

855

Increase (decrease) from other
comprehensive income

0.01

(0.04)

0.02)

0.01)

Variance from issues and
redemption of shares

(0.03)

(0.01)

(0.01)

(0.01)

(0.02)

34.73)

33.26)

30.31)

27.98)

Net assets
Issues of shares
Redemption of shares

614

678

643

730

542

Class A shares outstanding (number, in thousands)

346,264

338,320

335,197

334,234

332,441

Number of shareholders (number)

645,664

618,551

610,605

613,958

615,664

Net assets per share, end of yeara

37.88

Total operating expense ratio (%)

1.35

1.36

1.36

1.51

1.44

a

Trading expense ratioe (%)
Portfolio turnover ratef:
Development capital investments (%)
Other investments (%)

0.02

0.01

0.01

0.02

0.02

b

The increase from operations is based on the weighted-average number of shares outstanding during the relevant financial year.

c

For the financial years ended May 31, 2017, 2016, 2015 and 2014, this item includes distributions as well as rental, fee and other income.

d

For the financial year ended May 31, 2013, distributions were presented under realized gains.

e

For the financial year ended May 31, 2013, rental, fee and other income was presented as a reduction of total operating expenses.

d

6.39
62.92

9.92
97.18

6.05
119.55

7.14
167.36

8.44
115.57

a

For the financial years ended May 31, 2017, 2016, 2015 and 2014, revenues include realized and unrealized gains and losses, distributions,

b

Net income corresponds to revenues less total operating expenses and income taxes. Comprehensive income is obtained by deducting

c

These investments include funds committed but not disbursed as well as guarantees and suretyships.

d

and rental, fee and other income, which is not the case for the financial year ended May 31, 2013.
(adding) the remeasurement of the net defined benefit liability from (to) net income.

Total operating expense ratio is obtained by dividing total operating expenses included in determination of net income for the year by the

average net assets attributable to security holders of the Fonds for the year.

e

Trading expense ratio is obtained by dividing transaction costs by the average net assets attributable to security holders of the Fonds for the

f

Portfolio turnover rate reflects the number of changes made to the composition of the portfolio. For example, a portfolio turnover rate of 100%

year.

means that the Fonds purchased and sold all the securities in its portfolio once during the financial year. There is not necessarily a relationship
between a high turnover rate and the portfolio’s performance.

Net assets per share is based on the actual number of shares outstanding at the relevant time.

ECONOMIC CONDITIONS AND OUTLOOK
Global gross domestic product (“GDP”) growth fell in 2016 compared to 2015, from 3.4% to 3.1%. Both developed and emerging

countries saw their growth decline 0.4% and 0.1% respectively. The election of Donald Trump in November 2016 was

accompanied by several promises likely to promote U.S. economic growth. However, many economists believe that protectionist
measures that the Trump Administration is considering could have a negative impact on international trade and growth of both

emerging and advanced economies. Nonetheless, the recent rise in business activity indicators (“PMI” 1) and confidence indicators
suggests sustained economic growth for 2017 and 2018.
Europe
Economic growth in the Eurozone remained modest, slipping from 2.0% in 2015 to 1.8% in 2016. According to many economists,

we should expect a rather moderate growth for 2017 and 2018. On the one hand, PMI indicators have continued to rise since the

start of 2017, and have reached a six-year high, which should have a positive impact on industrial production, business

investment and hiring. On the other hand, the uncertainty related to Brexit, recent elections in France, coming elections in
Germany and Italy, budget deficits and high debt levels of certain countries could influence growth in the Eurozone. With a 2017
unemployment rate that is at its lowest since 2009, at 9.3% in April, and consumer confidence indexes that are at their highest in

10 years, retail sales should remain adequate. Inflation in the Eurozone was volatile over the last twelve months: it went

from -0.1% in May 2016 to 2% in February 2017 due to the temporary impact of the rebound in energy prices, and then went

1

The Purchasing Managers’ Index is a composite index of a country’s manufacturing activity. It takes into account the manufacturing sector’s
new orders, production, employment, deliveries and inventories.
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back down to 1.4% in May 2017. In addition, the European Central Bank held its key rate steady at -0.40%, but it began to

by Canadian exporters, low business investment and mild wage growth. Economists are expecting a key rate increase in 2017,

compress its quantitative easing program by lowering the bond purchase amount from €80 billion to €60 billion per month until

December 2017.

In April 2017, the United Kingdom started discussions with its European counterparts, taking the first step in exiting the
European Union. Since the results of the exit negotiations with Brussels will only be known in one to two years, their effects will
take some time to be felt.

and potentially a second one in 2018.

Over the last 12 months, the short-term (2 years) and long-term (10 years) Canadian bond interest rates have increased, going
from 0.61% to 0.69% and from 1.32% to 1.42%, respectively. The rebound in GDP and the decrease in the unemployment rate in

Canada contributed to pushing these rates up. During the same period, provincial credit spreads trended down, and investmentgrade corporation credit spreads posted an even sharper decline. The Canadian dollar edged down against the U.S. dollar from

$US0.76 on May 31, 2016 to US$0.74 on May 31, 2017.

United States
U.S. economic growth slowed in 2016 compared to 2015, going from 2.6% to 1.6%. This slowdown was primarily caused by

Québec

declining business investment, lower government spending and a slight downturn in retail sales in the first half of 2016. GDP

Economic growth rose from 1.2% in 2015 to 2.0% in 2016, representing Québec’s best economic performance since the

consumption, which economists believe will be temporary. The weak growth in the first quarter of 2017 is therefore not

residential and business investment contributed favourably to this growth. On the other hand, the achievement of a balanced

increased slightly in the first quarter of 2017 (1.2% on an annualized basis), which is attributable to a significant fall in

necessarily an indication of future economic conditions. Economists predict stronger growth in 2017 and 2018, of 2.2% and
2.4%, respectively, stimulated by increased business investment, larger growth in exports, a gradual acceleration in government
spending and a sustained contribution from consumption.

In terms of U.S. politics, the applicability of measures proposed by President Trump is often called into question by Congress.
These challenges raised political uncertainty and somewhat clouded economists’ optimism about the future of tax reform and
increased spending in the budget and their positive impact on economic growth. However, these developments in Washington

did not prevent stock markets and many indicators from rising, particularly the consumer confidence index, which reached a

historical high. In addition, the desire to adopt protectionist measures and impose tariff barriers could negatively influence the
growth of the U.S.’s key trade partners, such as Canada, Mexico, Germany and China.

In May 2017, the U.S. unemployment rate was 4.3%, compared to 4.7% in May 2016, and the labour force participation rate
remained stable. Combined, these two indicators reflect greater optimism in the job market. Economists expect the
unemployment rate to remain low for the next two years. The inflation rate climbed from 1.0% in May 2016 to 2.7% in

February 2017, to slip again to 1.9% in May 2017, reflecting higher energy prices. This temporary hike in inflation should

stabilize in the coming months, and does not seem to overly worry the U.S. Federal Reserve (the “Fed”). In this context, the Fed,

beginning of the decade, and outpaced Canadian GDP growth. On the one hand, a strong rise in consumption and an increase in
budget and the announcement of a surplus for 2015-2016 and 2016-2017 gave the Québec government additional flexibility,

which has translated into initiatives announced in the latest budget of approximately $10.7 billion by 2021-2022. Among other

things, the Québec government will invest significant amounts in infrastructure, which are in addition to the federal
government’s investments. Economists expect 2017’s growth to be similar to 2016’s growth, thanks to household consumption,

residential investment, government and business spending and a recovery in net exports. The softwood lumber industry, which
was recently targeted by countervailing duties of up to 20% and anti-dumping duties of approximately 7% imposed by the United

States, should not significantly impact the Québec economy. Over the last 12 months, the unemployment rate has fallen sharply,
from 7.0% in May 2016 to a historical low of 6.0% in May 2017. The Fonds will certainly continue to play a major role, particularly

by contributing to creating and maintaining jobs in Québec and by working with Québec-based companies that are looking and
willing to expand abroad while generating economic spinoffs for Québec.

In conclusion, despite the optimism of many economic players, conditions remain uncertain. This situation is raising many
economic concerns that could impact stock markets and future performance of many financial institutions, including the Fonds.

which has largely achieved its double objective of creating jobs and keeping inflation at 2%, decided to raise its key rate from
1.00% to 1.25% on June 14, 2017, a third increase in six months.
Canada
After slowing somewhat in 2015, the Canadian economy recovered in 2016 with GDP growth of 1.4% (0.9% in 2015). This growth

was however volatile, as forest fires in Alberta, which interrupted oil production, dragged down growth in the second quarter of

2016. GDP growth bounced back in the third quarter, and then stabilized in the last quarter as a result of increased net exports.
Growth in the first quarter of 2017 was 3.7% on an annualized basis, which is explained by increased consumption and business
investment.

Spending promises included in the 2016 federal budget, which totalled $50 billion, combined with the creation of the
infrastructure bank should support economic growth in the coming years. However, it is expected that the high level of Canadian

household debt and lower real estate activity caused by, among other things, measures announced to slow down speculation in

that sector, particularly in the Toronto and Vancouver regions, will slightly reduce consumption growth in the coming quarters.

Increase in exports in the energy sector should further contribute to GDP, while the growth in non-energy exports should remain
timid, particularly because of the protectionist measures the U.S. government is considering. Growing uncertainty surrounding

the policies of the current U.S. government could make renegotiating NAFTA more difficult, and the U.S. could even target other
sectors that are not included in the current agreement, such as the softwood lumber industry, which has recently been targeted

by countervailing duties of nearly 20%. Despite these factors, economists expect Canadian GDP to grow steadily, at 2.3% in 2017
and at 2.0% in 2018.

The unemployment rate fell slightly over the last 12 months to settle at 6.6% in May 2017 (6.9% in May 2016), while the labour
force participation rate climbed, which demonstrates that the job market is healthy. Inflation fluctuated, going from 1.5% in

May 2016 to 2.1% in January 2017, and then slipping back down to 1.3% in May 2017. This volatility was caused by climbing
energy prices, a phenomenon that gradually faded in recent months. The Bank of Canada maintained its key rate unchanged at

0.50% at its May 24, 2017 meeting, and remains cautious on the country’s economic outlook, mainly due to the difficulties faced
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MANAGEMENT DISCUSSION OF FINANCIAL PERFORMANCE

investments in specialized fund units—that better diversify the Fonds’ portfolio while bringing private and foreign capital inflows

payments—, investments in shares—that potentially generate a higher return but involve an increased level of volatility—, and

to Québec. Development capital investments are governed by the Fonds’ Investment Policy, which is an important component of

its Integrated Financial Assets Management Policy.

RESULTS OF OPERATIONS

The Investments sector earned a gross return of 10.0% for the year, compared to a gross return of 8.8% generated for the prior

year. Taking into account this return and given the level of mission-driven investments made by the Fonds, the assets in this

FONDS RESULTS

sector represented $6.9 billion at the end of the year or 52.5% of assets under management as at May 31, 2017 (respectively,

For the financial year ended May 31, 2017, the Fonds posted comprehensive income of $1.1 billion, compared to $498 million

for the prior year. The return to the shareholder was 9.1% for financial year ended May 31, 2017 (4.0% for the first six-month

period and 4.9% for the second six-month period) 2, compared to 4.4% for the prior year (1.0% for the first six-month period and
3.4% for the second six-month period). This increase in return is explained by the good performance of both the Development

Capital Investments portfolio and Other Investments portfolio resulting from more favourable stock and financial market

$6.2 billion and 52.4% as at May 31, 2016).

The performance of the Investments sector is influenced by various factors, particularly the behaviour of the financial markets as
well as the economic and business conditions in which our partner companies operate, and by the dynamic management of our
investments. The gross return of 10.0% of the Investments sector for this year is largely explained by the following:
•

conditions during the financial year. The Fonds’ net assets amounted to $13.1 billion as at May 31, 2017 compared to $11.7

The gross return of 9.1% generated by our private securities and specialized funds portfolio during the year (compared
to 8.2% for the prior year). Overall, this performance is attributable to the general strength of the portfolio, which

billion as at May 31, 2016. The value of the Fonds’ shares increased by $3.15 compared to the value announced on July 5, 2016

produced interest revenues, dividends and distributions and, in addition, generated an increase in value during the year

and by $1.77 compared to the value announced on January 5, 2017 to stand at $37.88 as at July 5, 2017.

in a solid economic growth environment in Québec;

As a result of its mission, a significant portion of the Fonds’ portfolio is comprised of private securities and specialized funds. In

•

general, the Fonds’ asset allocation tends to limit its return potential in a bull market, while it tends to limit its loss potential in a

The gross return of 14.3% generated by our listed securities portfolio (compared to 11.9% for the prior year). The
performance for the year is explained in particular by the return on securities of Québec-based companies resulting

bear market.

from favourable stock market conditions.

RETURN

Other Investments Sector

Years ended May 31

The Other Investments sector manages the Fonds’ assets that are not invested in partner companies. Other investments consist

of the cash and money market securities, bonds, shares, international infrastructure funds and high-income securities portfolios

(the divestiture of the latter was completed in February 2017). Other investments are managed in accordance with the Other

Assets under
management*
$M
Development Capital Investments
Other Investments**

6,931

2017
Weight
%

Return
%

Assets under
management*
$M

52.5

10.0

6,190

2016
Weight
%

Return
%

52.4

8.8

6,261

47.5

11.0

5,633

47.6

3.0

13,192

100.0

10.5
9.1

11,823

100.0

6.0
4.4

Investments Portfolio Policy, which is an integral part of the Integrated Financial Assets Management Policy. The Other
Investments Portfolio Policy is designed to optimize the risk-return profile of the Fonds, diversify the Development Capital

Investments portfolio and ensure that the Fonds maintains a sufficient level of liquidities to meet all its obligations.

For the year, the Other Investments sector earned a gross return of 11.0%, compared to the gross return of 3.0% recorded for the
prior year. The assets of this sector amounted to $6.3 billion, or 47.5% of the Fonds’ assets under management as at May 31,

2017 (respectively, $5.6 billion and 47.6% as at May 31, 2016).

The evolution of bond interest rates (Canada bond rates and credit spreads) and exchange rates as well as stock market

Return to the shareholder (annual)
*

Assets under management refer to the fair value, at the end of the year, of the assets managed by the Investments and Other Investments

sectors and used to generate revenues presented in the Statement of Comprehensive Income. This amount differs from the amount of assets

performance are determining factors in analyzing the performance of the Other Investments sector. Results for this sector are
influenced by the behaviour of the financial markets and the conditions affecting the economic environment. The gross return of

11.0 % of the Other Investments sector for the year is mainly explained by the following:
•

presented in the financial statements, which includes, unlike assets under management, notes from the liquidity surpluses of regional, local

contributed to the gross return of 18.8% on the shares and other securities 3 portfolios. The rise in Canadian stock

and real estate funds and some other specialized funds.
**

A solid performance of the foreign stock markets which, combined with the depreciation of the Canadian dollar,

markets also contributed to this return. These portfolios had generated a gross return of 3.1% in the prior year, as a

Other investments represent the remaining assets not invested in partner companies. Managed by the Other Investments sector, they consist of

result of less favourable stock market conditions;

the following portfolios: cash and money market, bonds, shares, international infrastructure funds and high-income securities. It should be
noted that the divestiture of the high-income securities portfolio was completed in February 2017.

•

A gross return of 3.3% on our fixed-income securities portfolio for the year, compared to a gross return of 3.0% for the

prior year. The return for the year is essentially attributable to the interest income generated by the portfolio and the

SECTOR RESULTS

narrowing of investment-grade corporation and provincial credit spreads, partly offset by a slight decrease in value of
bonds held in the portfolio caused by increased interest rates.

Investments Sector
The assets managed by the Investments sector are essentially mission-driven development capital investments made by the

Fonds in public and private companies in the form of shares, units or loans. To stabilize its return, the Fonds favours a fair
balance between investments in the form of loans—that are usually unsecured and provide a current return through interest

2

The annual return to the shareholder is calculated by taking into account the non-annualized change in the value per share over the relevant

financial year. The return of the shareholder for a six-month period is calculated by taking into account the non-annualized change in the

value per share over the relevant period.
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Other securities are comprised of the international infrastructure funds and high-income securities portfolios. It should be noted that the
divestiture of the high-income securities portfolio was completed in February 2017.
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RETURN BY ASSET CLASS

On a commitment basis, the Fonds made development capital investments of $873 million during the year, compared to

$686 million for the prior year. Funds committed but not disbursed amounted to $996 million as at May 31, 2017 ($1.0 billion

Years ended May 31
2017
Assets under
management
$M

as at May 31, 2016).

Assets under
management
$M

Weight
%

5,644
1,287

42.8
9.7

9.1
14.3

5,236
954

44.3
8.1

8.2
11.9

3,046
3,215
13,192

23.1
24.4
100.0

3.3
18.8
10.5

2,786
2,847
11,823

23.5
24.1
100.0

3.0
3.1
6.0

Development Capital Investments
Private securities and specialized
funds
Listed securities
Other Investments
Fixed- income securities
Shares and other securities

Return
%

2016
Weight
%

Return
%

In addition, other investments shown on the balance sheet increased by $626 million during the year to $6.2 billion as at

May 31, 2017 ($5.6 billion as at May 31, 2016). This increase is mainly attributable to net subscriptions (issues of shares less
redemptions of shares) and revenues generated by the Other Investments portfolio.

The Fonds does not use derivative financial instruments for speculative purposes. However, as part of managing its assets, the
Fonds may use derivative financial instruments to facilitate the management of portfolios, increase its revenues, manage its
market risks, modify asset allocation and manage foreign exchange hedging.

MISSION OF THE FONDS, OBJECTIVES AND STRATEGIES

TOTAL OPERATING EXPENSES
Total operating expenses consist mainly of expenses related to assets under management, shareholder services, subscription

MISSION AND OBJECTIVES

activities, economic training, systems and controls, including their improvement, the investing process in companies, personnel

The Fonds is a union-based development capital investment fund that was born out of the Fédération des travailleurs et

has available resources to achieve its mission, it is also fundamental that it controls its expenses. On average, the Fonds was

the Fonds undertakes to collect the savings of FTQ members and Québec residents who want to participate in creating and

and all other resources the Fonds requires to achieve its mission and meet its objectives. Although it is essential that the Fonds

able to maintain its total operating expense ratio at a lower level than the management expense ratio of Canadian balanced
funds 4, which stands at approximately 2.2% on an annual basis.

travailleuses du Québec. Created in 1983 under the Act to Establish the Fonds de solidarité des travailleurs du Québec (F.T.Q.),

maintaining jobs, in order to improve the situation of workers and to stimulate the Québec economy. The Fonds’ mission also
includes raising awareness and encouraging workers to save for retirement as well as providing them economic training.

For the financial year ended May 31, 2017, the ratio of total operating expenses attributable to security holders of the Fonds,

The Fonds’ mission is supported by both levels of government, as shares of the Fonds qualify for RRSPs and give rise to both

calculated using the method prescribed by the Regulation, was 1.4% (1.4% for the prior year). Expressed in dollars, total

Québec and federal tax credits.

year. This increase results essentially from the implementation of the main strategic orientations of the Fonds, budgeted salary

The business model the Fonds uses to achieve its mission can be illustrated as follows:

operating expenses amounted to $172 million for the financial year ended May 31, 2017, up $16 million compared to the prior

increases and an increase in employee benefits.

ANALYSIS OF CASH FLOWS, BALANCE SHEET AND OFF-BALANCE SHEET ITEMS
Cash Flows
Cash flows from operating activities of the Fonds were a net cash outflow of $255 million for the year, compared to a net cash

outflow of $94 million for the prior year. Changes in these cash flows mainly resulted from our current operations.

Cash flows from financing activities totalled $284 million for the year, compared to a total amount of $93 million for the prior

year. These cash flows for the two years resulted from issues of shares amounting to $900 million 5 ($773 million for the prior

year) less redemptions of shares totalling $616 million 6 ($680 million for the prior year). Cash flows from investing activities

were a net cash outflow of $5 million for the year, compared to a net cash outflow of $4 million for the prior year.

As at May 31, 2017 and 2016, the Fonds had a $60 million line of credit available for its working capital requirements. This line
of credit was not drawn during the years ended May 31, 2017 and 2016, and its outstanding balance was nil as at May 31, 2017

and 2016.

Balance Sheet and Off-Balance Sheet Items
Development capital investments shown on the balance sheet increased from $6.6 billion as at May 31, 2016 to $7.5 billion as at
May 31, 2017. This $923 million increase mainly resulted from the increase in value of development capital investments during
the year and net investments of $482 million (investments of $901 million less divestiture of $419 million).

When shareholders buy shares of the Fonds, an entire process is set into motion. A portion of the money collected from

shareholders (in consideration of which the Fonds issues them shares) is first invested by the Fonds, pursuant to its mission, in

shares, units or loans in private and public companies in Québec, or in companies that generate economic spinoffs in Québec.

The investments made by the Fonds in compliance with its mission represent the Development Capital Investments portfolio, and

the companies in which the Fonds invests become partner companies of the Fonds. Pursuant to the Fonds’ Incorporation Act,

4

Source: Bloomberg (based on a sample of 178 Canadian retail balanced funds).

5

This amount is presented on a cash basis and therefore includes the net change in share subscriptions between May 31, 2016 and May 31,

6

This amount is presented on a cash basis and therefore includes the change in amounts payable between May 31, 2016 and May 31, 2017.

this portion invested in partner companies must comply with the investment rule 7 . To ensure sound diversification of its

2017.
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7

8

For more on this, please see the “Investment rule” section of this MD&A.
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•

financial instruments in a way that allows the Fonds to meet its liquidity needs and to produce current revenue sufficient to cover

Aerospace

•

Agrifood

Investments portfolio. The Fonds’ interests in partner companies are qualified as patient capital as they are intended to be held

•

Forest products

over an investment horizon generally ranging from 5 to 7 years, depending on the financial instrument used. The sums raised

•

Life sciences

shareholders who request a share redemption, in accordance with our retirement or early retirement criteria. On average,

Innovation

financial assets, the other portion of the money collected but not invested in Fonds partner companies is invested in other
expenses and generate a reasonable return to the shareholders. All of these other financial investments represent the Other

when an interest held by the Fonds is sold or bought back (divestiture) are reinvested in other companies or used to reimburse
shareholders request a redemption approximately 11 years after their first share purchase. During this 11-year average period,

given the Fonds’ investment horizon, the shareholders’ money would therefore have been invested in development capital more
than 1.5 times.

The Fonds has partnered with Québec-based organizations (the CRIQ, Inno-centre and Manufacturiers et Exportateurs du

Québec) to identify, in collaboration with business owners, specific ways to drive innovation in their businesses and to provide
financing to increase their competitiveness and productivity. Since the launch of our innovation strategy, actions have been taken

with approximately thirty Québec-based companies, in partnership with Inno-centre, to help them with their innovation efforts.

STRATEGIES
During the 2016-2017 financial year, the Fonds continued to deploy the strategic orientations adopted by the Board of Directors

in the prior year. This deployment will make it possible for the Fonds, in the medium term, to continue increasing its socioeconomic impact and to optimize its current activities, and in the long term, to push forward its business model.

•

The Voluntary Retirement Savings Plan (“VRSP”)

For 25 years, through its real estate fund, the Fonds has developed a deep expertise in real estate project development. The
infrastructures such as schools, student residences, libraries and sports complexes. Projects will be developed in partnership
with cities, school boards and governments using an innovative business model.

Regarding the strategic orientations of the Savings Market Development sector, the Fonds identified two areas of intervention:
Support to savers

Developing socio-economic real estate infrastructure is a major issue for Québec.
Fonds is therefore looking to deploy an additional $400 million by 2021 to finance small- and medium-sized real estate

Savings Market Development

•

Socio-economic real estate infrastructure

Investments will be made by the real estate fund and a local private developer, who will jointly own the assets. Unlike public-

private partnerships, cities or school boards will lease the buildings, and their employees will be responsible for daily
maintenance. The leases could extend over a 30- to 35-year period. At the end of the lease, the tenant will have the opportunity

to re-lease the building, and the Fonds and its partners will continue to own it and, if required, will assume the risks related to

Support to savers

redeveloping it.

their life cycle and enabling them to connect with the Fonds through the communication channel of their choice. Priority is

Continuity initiative to support Québec’s flagships

savings needs and preferences to better meet them.

economy, and the Fonds has been concerned about it for a long time.

This support orientation involves enhancing the Fonds’ offering to its shareholders and Québec savers by taking into account
therefore given to deploying digital tools to support the Fonds’ offering and developing a more precise knowledge of Quebecers’

Because of its mission, the Fonds is a natural player for taking part in supporting Québec’s economic flagships. Therefore, the

Voluntary Retirement Savings Plan (“VRSP”)

Since December 31, 2016, all employers with 20 employees or more in Québec have been subject to the Act respecting voluntary

retirement savings plans. Considered an alternative to the VRSP, systematic savings through payroll deduction represents an

opportunity for the Fonds to offer its savings product to these employers. 2016 was therefore a pivotal year in terms of retaining

and acquiring employers offering their employees systematic savings through payroll deduction.

To seize this opportunity, the Fonds’ first step was to conduct several communications activities to retain and protect its current

base of over 6,000 employers. All the Fonds’ teams dealing with employers were involved in an action plan aimed at acquiring
new employers in order to enable them to offer their employees this VRSP alternative.

companies, the Fonds identified four areas of intervention:

•

Socio-economic real estate infrastructure

•

Continuity initiative to support Québec flagships

The Fonds does not pretend that, with this strategy, it will be able to prevent a takeover bid or block a transaction on its own,

but it wants to send a signal to call local capital to action and increase the ownership of shares in Québec businesses by Québec

interests.

Social Audit and Economic Training

needs of the employees of those companies. As a result of the strategic review, the Fonds plans to enhance this distinctive

aspect of its approach by developing new training for partner companies based on a social audit enriched with organizational
health elements. The work during the 2016-2017 financial year resulted in the inclusion of many indicators related to human

Sectors of excellence of the Québec economy
Innovation

2017, $147 million had been invested through this strategic initiative.

investors in that it conducts social audits of the companies in which it invests and provides economic training adapted to the

For the strategic orientations of the Investments sector, which are intended to better support the Québec economy and

•

Fonds will invest up to an additional $500 million to buy blocks of shares of publicly-traded Québec businesses. As at May 31,

One of the strategic orientations concerns the social audit. Since its creation, the Fonds has stood apart from other institutional

Development Capital Investments

•

The presence of headquarters in Québec is a barometer of wealth and quality jobs. This is a major issue for the Québec

resources management in social audits. Over the next year, the Fonds will continue to improve the social audit and economic

training, which are its two distinctive aspects, and validate the new approach with partner companies.

REPORT ON OPERATIONS
The Savings Market Development Sector

Sectors of excellence of the Québec economy
The Fonds has developed extensive expertise in 25 sectors of economic activity across Québec, and will continue to support
these sectors. That being said, the Québec economy also needs specific intervention in certain sectors of excellence. Strategies
to further support the sectors of excellence have begun to be implemented. These sectors of excellence are as follows:

The 2016-2017 financial year was marked by positive returns: the Fonds recorded significant subscriptions, totalling

$900 million, and welcomed over 47,000 new shareholders, nearly half of whom are under age 40.

During winter 2017, our “enrolment” and “retention” advertising phases were placed in various media. They allowed the Fonds to

stand apart from the competition during the RRSP advertising period and to highlight the benefits related to the simplicity and
10
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efficiency of automatic savings. In addition, local representatives (LRs) made an immense contribution during the latest RRSP

Policy for Investment Outside Québec 8

campaign, carrying out over 3,000 workplace blitzes.

Over the years, the Fonds made investments pursuant to the Policy for Investment Outside Québec that have had significant

The annual volume of subscriptions through automatic savings, which represents more than half of the Fonds’ subscriptions,

economic spinoffs for Québec. During the last financial year, the Fonds invested $51 million under this policy ($15 million in the

leading to the enrolment of over 400 new employers and therefore bringing 2,108 new shareholders.

Ontario-based fund specialized in biotechnology and medical technology that is looking to invest in companies in various stages

totalled $463 million. The action plan focusing on the voluntary retirement savings plan (“VRSP”) was a strong contributor,

Online transactions continued to rise: 20,284 new shareholders enroled through the Fonds’ website, in addition to lump-sum
subscriptions totalling $266 million. These amounts were collected through various channels, including 19% through mobile
devices.

As at May 31, 2017, the total number of shareholders was 645,664, a new high. The volume of share redemptions was
$614 million.

previous year). Of this amount, $43 million were invested in two private funds outside Québec: i) Lumira Capital IV, SEC, an

of development, and ii) Versant Venture Capital VI, L.P., an investment fund designed to invest in early-stage pharmaceutical
companies in North America and Europe by employing biopharmaceuticals accelerator units, including one based in Montréal.
The Fonds’ Investment Network
Since its inception in 1983, the Fonds has built a solid investment network that help entrepreneurs achieve their ambitions by

giving them access to patient capital based on their needs. A true business, ideas, talent and knowledge hub, this network offers

the Fonds' partner companies the opportunity to share their concerns with other SMEs, learn from past experiences and forge

The Investments Sector
True to its mission, the Fonds invested in companies in all sectors of the economy. As such, on a commitment basis, the Fonds

new business ties. The Fonds’ investment network, which covers all of Québec, comprises five levels of investment.
•

invested $873 million during the year to contribute to the development of these companies and to support creating, maintaining

The Fonds generally offers $2 million and up for large companies. The Fonds is involved in the financing of mergers,
acquisitions, expansions, new market development or buy-backs, among others.

and protecting quality jobs across Québec. Please find below a few examples of the Fonds’ contribution to Québec’s economic

•

development during the year.

The Fonds régionaux de solidarité FTQ generally offer capital ranging from $100,000 to $3 million to meet the needs of
businesses in their region.

One of our strategies for the agrifood sector is to support the greenhouse industry and the food sovereignty goal for Québec.
Our $6.8 million investment in Productions Horticoles Demers inc. to build Québec’s largest greenhouse for tomato production

•

announced a $3 million investment to support the construction of a third greenhouse for Lufa Farms inc. The company is

•

The Fonds locaux de solidarité, created by the Fonds and the Québec Federation of Municipalities, generally offer
$5,000 to $100,000 to small businesses.

is consistent with achieving this goal and will contribute to creating new jobs in the region. In addition, the Fonds recently
commercializing an urban greenhouse concept and employs approximately 140 people.

The Fonds immobilier de solidarité FTQ specializes in real estate investment and development. Its main objective is to

create and protect jobs through the construction or major renovation of office buildings and commercial, industrial,
institutional and residential properties.

The Fonds invested $6.3 million in Plastique Micron inc., a plastic container manufacturer holding a dominant position in Eastern

Canada. Based in Sainte-Claire (Québec) for over 40 years, the company never ceased to grow. Plastique Micron specializes in

•

the manufacturing of small-size, low production volume containers, mainly for the pharmaceutical, cosmetics and food

The other specialized funds form an investment network in Québec and abroad that invests in assorted industries. The

Fonds’ commitment to this network continued in 2016-2017, with the ongoing goal to facilitate Québec SMEs’ access

industries.

to capital in all their stages of development.

The Fonds continues to support the technology industry, as evidenced by its $8.0 million investment in District M inc., a

Québec-based digital technology company that is looking to continue growing in Canada and accelerate its expansion abroad.

The Fonds also invested $4.2 million in Processia Solutions, which is looking to strengthen its position on international markets.
Processia Solutions Inc. assists manufacturing companies in their search for innovation in many sectors of the Québec economy

Québec entrepreneurs have access to the entire Fonds investment network through its website: www.fondsftq.com. In addition to

facilitating the search for our financing projects and for members of our teams of experts, this one-stop shop for investment
provides details on the Fonds, the regional funds, the local funds and the real estate fund.

and employs 200 workers.

The Fonds also invests in venture capital funds that support life sciences companies. During the year, the Fonds invested

$20.1 million in Versant Venture Capital VI L.P., a fund that focuses on technologies that draw significant interest from
pharmaceutical companies in North American and Europe. In addition, in the coming months, the Fonds will contribute to

achieving the Québec government objectives as part of the L’innovation prend vie (Innovation comes to life) strategy. The Fonds
will support the government in making Québec one of the top five North American life-science hubs by 2027.

Lastly, in an effort to support Québec flagships, the Fonds has invested $50.0 million in Uni-Select inc., a North American leader

in automobile parts distribution.

During their financial year ended March 31, 2017, the Fonds régionaux de solidarité FTQ invested a total of $62.2 million.

Overall, 93 investments were made, including 55 in new companies.

During their financial year ended December 31, 2016, the Fonds locaux de solidarité invested a total of $8.0 million. Overall,
294 investments were made, including 240 in new companies.

During its financial year ended December 31, 2016, the Fonds immobilier de solidarité FTQ once again beat its record by

investing a total of $169.3 million, up 8% over 2015. It authorized investments in 19 new real estate projects, including five
mixed projects and five residential rental projects under the Viva Cité banner, which targets people aged 55 and over. At the end
of 2016, the Fonds immobilier had 46 buildings under management and 17 million square feet of land to develop and 48 real-

estate projects in development or under construction, valued at $2.9 billion and creating approximately 24,000 jobs. In addition,
the Fonds immobilier de solidarité FTQ had investments of $59 million in social, community and affordable housing projects,

8

Since 1998, the Fonds has been authorized by the Minister of Finance of Québec to invest outside Québec provided certain clearly defined

conditions are met, notably with regards to economic spinoffs in Québec. The main groups of eligible investments are private funds outside

Québec, companies impacting the Québec economy and large-scale investment projects (financing for expansion, modernization, productivity
improvement).

that helped build or renovate 2,756 quality housing units for low-income households.
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The following graph shows the breakdown of the Fonds’ investments based on its various network components:

Diligence, Market and Special Mandates, together with the Vice-President, Legal Affairs, very closely monitor investments that
entail greater risk.

To fulfill its Québec economic development and job creation mission, the Fonds invests significantly in the form of unsecured

risk capital (development capital) in companies. To have an accurate idea of the Fonds’ efforts in Québec’s economic
development, we must go beyond the image given by the portfolio as at a particular date and look at amounts invested in the
form of unsecured risk capital (development capital) over a certain period.

As the following graph illustrates, during the financial years 2008 to 2017, i.e. a 10-year period, the Fonds has committed
$5.8 billion of unsecured risk capital (development capital) to companies. Of this amount, $2.0 billion has been invested in

venture capital 9 either directly in private companies ($1.1 billion) or indirectly in private funds ($0.9 billion) in Québec and

Canada. The investments made by the Fonds in private funds have had a structuring effect on the Québec venture capital

industry and allowed these private funds to raise several additional billions of dollars.

INTEGRATED MANAGEMENT OF THE FONDS’ ASSETS
The Fonds implemented the Integrated Financial Assets Management Policy, which applies to all the Fonds’ financial assets. The

objective of this policy is to manage financial assets in an integrated and comprehensive way to ensure sound diversification and
optimal risk-return profile while complying with the mission of the Fonds and meeting the expectations of its stakeholders. The

Integrated Financial Assets Management Policy is complemented by the Investment Policy for development capital investments
managed by the Investments sector and the Other Investments Portfolio Policy for the assets managed by the Other Investments
sector. Assets in the Other Investments portfolio are allocated in a way that is complementary to the portfolio of mission-driven
investments made in partner companies in order to allow the Fonds to obtain, overall, the desired risk-return profile.

The Integrated Financial Assets Management Policy takes into account actual and expected changes in the Fonds’ business,

particularly the expected increase in redemptions due to aging shareholders and the increase in the size of the portfolio of

mission-driven development capital investments, notably as a result of the increase in the investment rule threshold by 2020
(see the “Investment rule” section on page 17
62 for more details). In fact, the weight of investments disbursed by the Fonds, which
was 53% as at May 31, 2017 (52% as at May 31, 2016), should gradually increase.
Development Capital Investments

During the 2016-2017 year, the Fonds continued to deploy the strategic orientations adopted by the Board of Directors during
the prior year. This deployment took place within the risk management framework implemented a few years ago by the
Investments sector, which helped improve portfolio quality and stabilize return.

To enable risk diversification, the Fonds will continue to allocate its Development Capital Investments portfolio across various

economic sectors, including the real estate sector through the Fonds immobilier de solidarité FTQ. To bring into action its
regional and local commitment, the Fonds will continue to invest in all regions of Québec through the Fonds régionaux de
solidarité FTQ and the Fonds locaux de solidarité.

The Investments sector’s activities, which support the Fonds’ achievement of its mission regarding development capital
investments in the Québec economy, are integrated in the global perspective defined by the Integrated Financial Assets

Management Policy, which includes the Investment Policy, and vary, among other things, depending on fluctuations of the

investment rule which the Fonds must follow pursuant to its Incorporation Act (for more on this, see the “Investment rule”
section hereinafter).

Generally, the Fonds holds a minority interest in the companies in which it invests. Over the years, this investing approach has
enabled the Fonds to develop extensive knowledge of the various sectors in which it invests. This expertise is highly valued by

Other Investments
In managing assets not invested in partner companies (presented under “Other Investments” in the financial statements), the

Other Investments sector is governed by the Other Investments Portfolio Policy, which forms an integral part of the Integrated
Financial Assets Management Policy. The objective of the Other Investments Portfolio Policy is to optimize the Fonds’ risk-return

profile, diversify development capital investments and provide sufficient liquidities for the Fonds to meet all its obligations.

As at May 31, 2017, the Other Investments portfolio consists of the cash and money market securities, bonds, shares and

its partner companies.

international infrastructure funds. The assets of the Other Investments portfolio are managed internally by a team of specialists

Multidisciplinary teams support our investment specialists with their expertise: legal, tax, business valuation, market study, due

management of the bonds portfolio, which had $2.1 billion in assets as at May 31, 2017, was outsourced to an external manager

diligence, labour relations and public market departments. A due diligence committee reviews files to identify the associated

and externally by specialized managers. The internal team of specialists manages the cash and money market portfolio. Internal

risks, taking into consideration the Fonds’ mission. In addition, to deal with more difficult situations, the Vice-President, Due
9

Venture capital comprises high-risk investments made directly or indirectly by the Fonds in companies in the start-up or early development
stage, particularly in the new economy sector.
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discretionary limit to implement tactical strategies on the market; these transactions must comply with the Other Investments

on an interim basis. In addition, to improve the overall performance of these portfolios, the Fonds’ specialists have a

PAST PERFORMANCE

The Fonds retains the services of external specialized managers to manage the majority of shares and to actively manage the

the shareholder in its MD&A to simplify disclosures. The past performance of the Fonds does not necessarily indicate how it will

Portfolio Policy and the guidelines authorized by the Financial Assets Management Committee.

bonds portfolio, including the interim management mandate. An active approach is adopted by the external managers for

Canadian shares, while a passive approach, including the replication of alternative beta indexes, is preferred for managing the
global shares. International infrastructure funds are also managed externally.

The Fonds does not use derivative financial instruments for speculative purposes. However, derivative financial instruments may
be used to facilitate the management of the Other Investments portfolio, increase the Fonds’ revenues, manage its market risks,

modify asset allocation and manage foreign exchange hedging. The internal investment manager is also authorized to manage

It should be noted that, since the six-month period ended November 30, 2016, the Fonds has been presenting only the return to

perform in the future.

YEAR-BY-YEAR RETURNS TO THE SHAREHOLDER
The following chart shows the annual return to the shareholder and illustrates how such return has changed from period to

period for the last ten financial years ended May 31.

tactical allocation and market opportunities portfolios in accordance with predetermined risk budgets that have been approved
by the appropriate governing bodies.

INVESTMENT RULE
The investment rule, set out in the Fonds’ Incorporation Act, stipulates that the Fonds’ qualified development capital investments
must respect the minimum threshold of the investment rule at the end of each financial year. As at May 31, 2017, this minimum

threshold was 62% of the Fonds’ average net assets of the previous financial year. The Fonds may invest the remaining assets in

other financial vehicles for asset diversification and sound management purposes. The calculation method for the investment

rule is based on the value of the Fonds’ assets, which depends in part on interest rate fluctuations and on stock market
performance and the economy in general. It should be noted that it was announced that the investment rule threshold would be

gradually raised (by 1% per year starting in 2016) to 65% in 2020.

If the Fonds does not meet the investment rule minimum threshold, issues of shares giving rise to labour-sponsored fund tax

credits for the following financial year are limited to a prescribed percentage of the total value of the shares issued during the
previous financial year, except for shares acquired through payroll deduction or by employer contributions set out in agreements
concluded before the end of the prior year.

As at May 31, 2017, the value of the average qualified investments 10 was $7.5 billion or 65.7% of the average net assets of the

previous financial year (compared to 65.4% as at May 31, 2016). Since the minimum threshold of the investment rule was
reached as at May 31, 2017, the amount of share issues giving rise to labour-sponsored fund tax credits for the 2017-2018

financial year will not be limited by the investment rule.

As at May 31, 2017, in addition to the investment rule, the Fonds was in compliance with all other limits and rules set out in its
Incorporation Act. The Fonds expects to comply with all the limits and rules set out in its Incorporation Act over the next several

The annual return to the shareholder is calculated by taking into account the non-annualized change in the value per share over
the relevant financial year.

ANNUAL COMPOUND RETURNS TO THE SHAREHOLDER
At the current value of $37.88 per share, a shareholder who has invested at the beginning of each of the periods indicated below
earns the following annual compound returns:

10 years
4.1%

5 years
7.3%

3 years
7.7%

1 years
9.1%

years.

The annual compound return to the shareholder is calculated by taking into account the annualized change in the value per

RECENT DEVELOPMENTS

Since the inception of the Fonds, the annual compound return to the shareholder has been 4.2%.

share over each of the periods indicated.

Since the most recent annual MD&A as at May 31, 2016, no significant developments have affected the Fonds.

ANNUAL COMPOUND RETURNS TO THE SHAREHOLDER (INCLUDING TAX CREDITS)
A shareholder who would have invested an equal amount each year through payroll deduction would have earned, at the current
value of $37.88 per share and including the Québec and federal labour-sponsored tax credits (15% at the Québec level and 15%
at the federal level, except for the 2015 tax year, for which it was 10% at the federal tax level), an annual compound return of
17.6% and 13.3% for a 7-year and 10-year period, respectively. In addition to this return, the shareholder can receive additional
tax benefits if he transfers his Fonds shares to an RRSP.

10

These investments include funds committed but not disbursed as well as guarantees and suretyships.
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SUMMARY OF INVESTMENT PORTFOLIO

TRENDS AND OUTLOOK

As at May 31, 2017, the Fonds’ assets under management were comprised of the following categories of the Development
Capital Investments and Other Investments portfolios:
Asset classes

% of net assets

TRENDS IN THE VENTURE CAPITAL INDUSTRY 13
According to the Canadian Venture Capital and Private Equity Association, 2016 is the seventh straight year of growth for
venture capital in Canada, and is also the year during which the sector saw its highest growth since 2001. A total of $3.2 billion

Development Capital Investments
Private securities

31.7

was invested in 2016, up 41% compared to the prior year ($2.3 billion).

Specialized funds

11.3

In light of the strong growth in the Canadian venture capital market, investment activity in that sector in Québec advanced

Listed securities

9.8
52.8

Other Investments
Cash and money market

2.1

Bonds

21.1

Shares

24.1

International infrastructure funds

0.4
47.7

The following table presents the issuers of the top 25 positions held by the Fonds as at May 31, 2017, of which 20 are part of

significantly once again in 2016. Québec held on to its 31% market share with $1 billion in investments, up 44% from the prior

year. It should be pointed out that 2015 had seen an increase of 102% over the prior year. Québec’s contribution is behind
Ontario’s, which was 47% ($1.5 billion in investments). It should be noted that, since GDP in Ontario is twice that of Québec,
Québec’s share of venture capital is even more significant. Many market observers attribute Québec’s special performance to the
presence of development capital investment funds such as the Fonds, as these types of funds have nearly disappeared in the rest

of Canada.

The information technology and communications sector has been the most active (90 transactions in Québec totalling
$501 million), followed by the life sciences sector (38 transactions in Québec totalling $313 million). These two sectors
accounted for 81% of the venture capital invested in Québec (the proportion for these two sectors for Canada as a whole is 85%).

the Development Capital Investments portfolio and 5 are part of the Other Investments portfolio. When the Fonds holds more

According to the Canadian Venture Capital and Private Equity Association, the Fonds ranked first among venture capital investors

However, for the Other Investments portfolio, debt and equity securities are not aggregated.

in Québec, both in terms of amount invested and number of transactions (with the Fonds régionaux de solidarité FTQ, it

than one class of securities of an issuer in the Development Capital Investments portfolio, those classes are aggregated.

Issuers
Development Capital Investments
(20 issuers)*
Other Investments
(5 issuers)**

% of net assets
34.4
11.2

in Québec in terms of amount invested ($307 million in 27 transactions) as well as the most active development capital investor

participated in 139 transactions totalling $942 million).

TRENDS IN THE SAVINGS MARKET AND RRSP
In Canada, the last federal budget, tabled on March 22, 2017, demonstrated government’s concerns with the income gap among

* The 20 issuers representing, as a group, 34.4% of the Fonds’
net asset are (in alphabetical order) :
Acquisition Glacier II inc.
Agropur Dairy Cooperative
Camso inc.
Cogeco Communications inc.
Corporation Financière L'Excellence ltée
Entreprises québécoises publiques 11
Fonds immobilier de solidarité FTQ II, s.e.c.11
Fonds immobilier de solidarité FTQ inc.11
Fonds régionaux de solidarité FTQ, s.e.c.11
Gestion TForce inc.
Groupe Canam inc.
La Coop fédérée
Metro inc.
Société de gestion d'actifs forestiers Solifor, société en
commandite11
Société en commandite, Groupe CH
SSQ Financial Group 12
Teralys Capital Fonds de Fonds, s.e.c.11
TMX Group Limited
Transcontinental inc.
Trencap, s.e.c.

**

45.6
The 5 issuers representing, as a group, 11.2% of the Fonds’ net assets
are :
Province of Ontario
5.2%
Province of Québec
2.2%
Canada Housing Trust No 1
1.6%
Government of Canada
1.4%
Financement- Québec
0.8%

Canadians. In fact, the government will continue to improve tax breaks for the middle class in the coming year, with the
objective of allowing citizens to take charge of their personal savings.

These measures are timely, as in recent years, access to home ownership and rising home prices led Canadians to increase their

financial commitments, and consequently, increase their debt levels. In the fourth quarter of 2015, the debt level reached a
historical 166.5% for all Canadians, and 155.0% for Quebecers. The stark difference between these results is mainly due to home
prices, which are higher in the rest of Canada than in Québec. However, this situation did not prevent Canadian and Québec

households from saving more. In fact, for 2015, they posted their highest savings rate in 20 years, at 5.0% in Canada (3.7% in
2014) and 5.4% in Québec (4.0% in 2014).

This situation seems to have a more specific impact on the number of TFSA contributors in Québec. According to an annual
survey conducted by SOM, around 1.6 million people contributed to that type of account in 2015, up sharply 11.5% from 2014.
However, according to Statistics Canada, the number of RRSP contributors was rather constant in 2015 (around 1.5 million)

compared to 2014. In addition, the same SOM survey showed that mutual funds and shares in the Fonds were the most popular
choice in their RRSPs. In this context, it is clear that Fonds’ effort to raise awareness and encourage Quebecers to save more, two
fundamental aspects of the Fonds’ mission, remain at the centre of its priorities, particularly with regard to young people. For

the 2017-2018 financial year, all signs point to the Fonds continuing to be an advantageous choice for anyone wishing to

contribute to an RRSP. In fact, the additional tax credits, competitive return on its shares and the engagement of its LR network
will allow the Fonds to make a distinctive and very attractive offer to the market.

This summary of investment portfolio may change due to the transactions of the Fonds.

13

11

Despite their relatively important weight in the overall portfolio of the Fonds, these issuers do not constitute a significant concentration risk
given the large number of investees.

12

64

The information presented have been compiled by the Canadian Venture Capital and Private Equity Association since 2016, which explains the
differences with previous years, when the results were compiled by Thomson Reuters. In addition, most of the information presented in this
section covers the 2016 calendar year, which is different than the Fonds’ financial year.

Includes all the Fonds’ investments in SSQ, Life Insurance company inc. and SSQ, Mutual Holding inc.
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FONDS OUTLOOK 14

MARKET RISK

Based on current financial and economic outlooks, and given its mission and investment strategies, the Fonds is anticipating an

Market risk is the risk of a financial loss arising from a change in the fair value of financial instruments as a result of their

average annual return, net of fees, of 2.5% to 3% on a long-term horizon. This return does not take into account the tax credits
granted to shareholders upon purchasing shares of the Fonds and is subject to volatility on a six-month and annual basis.

exposure to financial markets. More specifically, this risk varies with financial market conditions and certain parameters of these
markets, such as volatility, which may lower the value of the Fonds’ financial assets and thus have a negative impact on its

While the Fonds is confident it will reach its return objective over a long period, the annual return depends on current economic

balance sheet and results. Difficult economic or financial conditions may have a negative impact on the value of the Fonds’

be influenced by stock market returns. The return for private securities is also linked to the overall performance of the economy

In selecting its integrated and overall financial asset allocation, the Fonds takes into account three types of market risk, namely

conditions and the ups and downs of the stock and financial markets. Therefore, the Fonds’ return over the 2017-2018 year will

and may be lower than their historic average returns, particularly because of an increase in the cost of credit, adverse impact of

economic conditions, the volatility of the Canadian dollar compared to the U.S. dollar and the effects of foreign competition. As
mentioned previously, the implementation of the Fonds’ main strategic orientations will enable, in the medium term, to continue
increasing its socio-economic impact and optimizing its current activities and, in the long term, to adapt is business model; this
could increase the ratio of total operating expenses to average net assets for the 2017-2018 financial year compared to the ratio
for the 2016-2017 financial year.

shares.

interest rate risk, stock market risk and foreign exchange risk. More specifically, the Fonds manages market risk by allocating its
financial assets across several asset classes. In addition, it invests in various industries and geographic areas, within the limits
allowed by its Incorporation Act.

INTEREST RATE RISK
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument change as a result of fluctuations in

RISK MANAGEMENT

bond interest rates (Canada bond rates and credit spreads).

Sound risk management practices are vital to the success of the Fonds. We manage our risks within a framework taking into

Investments portfolio and of some bonds held in the Development Capital Investments portfolio. This risk is however partly

account the nature of our activities and the risks we can reasonably assume considering the desired risk-return profile and
stakeholder expectations. To that end, we capitalize on a structured process to identify, measure and control the significant
risks with which we must contend.

Note to readers: The following paragraphs and the sections on market risk, credit and counterparty risk and liquidity risk form
an integral part of the financial statements on which an unmodified opinion was expressed in an independent auditors’ report
dated June 29, 2017.
The Fonds manages all its financial instruments in an integrated, comprehensive manner in accordance with the standards set

out in the Integrated Financial Assets Management Policy. The Integrated Financial Assets Management Policy is complemented

by the Investment Policy for the development capital investments managed by the Investments sector and by the Other

Investments Portfolio Policy for the assets managed by the Other Investments sector. All these policies fall under the umbrella of
the Sustainable Development Framework Policy and the Integrated Risk Management Policy. These policies, which were adopted
by the Board of Directors, set goals, guidelines and several limits so that the Fonds’ management can ensure that the target

risk-return profile is reached. The Fonds does not use derivative financial instruments for speculative purposes. However, the

Fonds may use derivative financial instruments to facilitate the management of portfolios, increase its revenues, manage its
market risks, modify asset allocation and manage foreign exchange hedging.

During the year ended May 31, 2017, the Fonds continued to implement its integrated risk management framework. This
process, which was undertaken a few years ago, is essentially aimed at providing the Fonds’ management with an overall vision

of all risks to ensure that they are all managed in accordance with their degree of importance. The Fonds’ integrated risk profile

was updated in May 2016, which allowed prioritizing the key financial and non-financial risks of the Fonds, before and after
considering the effectiveness of the controls implemented to mitigate the Fonds’ exposure to these risks. Following the
integrated risk profile update, a mitigation strategy was developed for some of these risks, and action plans were developed and

began to be deployed. As part of the work performed, the Integrated Risk Management Policy was updated during the financial

year. In addition, the Fonds produces on a quarterly basis a risk scorecard. This scorecard, which is integrated into its corporate
scorecard, enables management to monitor the development of risks related to its business objectives and strategies

The Fonds is exposed to this risk as interest rate fluctuations have a direct impact on the fair value of bonds held in the Other
controlled through the active management of a portion of the bonds portfolio, whereby the portfolio exposure in terms of

maturities and issuers is regularly revised based on anticipated changes in interest rates and credit spreads.

The Fonds performs sensitivity analyses to specifically inform management that a material level of interest rate risk exposure has
been reached. The following table presents a sensitivity analysis for the interest rate risk to which the Fonds’ financial assets are
exposed.

Sensitivity of the Fonds’ Results to Interest Rate Risk
(in millions of dollars)
Change in bond interest rates*

May 31, 2017

May 31, 2016

(234)
234)

(213)
213)

1% increase in bond interest rates
1% decrease in bond interest rates
*

This analysis is performed on bonds held by the Fonds presented under Other Investments in the financial statements and some bonds

presented under Development Capital Investments in the financial statements. In this analysis, the impact on results takes into account the
use, if any, of interest rate forward and futures contracts aimed at protecting assets.

Also, to inform management that a material level of interest rate risk exposure has been reached, the Fonds classifies its
interest-rate-sensitive financial instruments based on their terms to maturity. This classification is based on contractual
maturities. For information about this classification, please refer to the “Breakdown by maturity” section of Note 6, “Other
investments”, to the financial statements, which presents separate breakdowns by maturity for bonds, money market

instruments and derivative financial instruments, and to the “Breakdown by maturity of loans, bonds and advances at fair value”
section of Note 7, “Development capital investments”.

STOCK MARKET RISK
Stock market risk is the risk that the fair value of a financial instrument changes as a result of price fluctuations on stock

In the normal course of business, the Fonds is exposed to various risks; the main risks are presented in the following sections.

markets. Stock market fluctuations affect the Fonds’ financial assets as they have a direct impact on fair value measurement of
listed shares.

The Fonds retains the services of specialized managers to manage the majority of listed shares held in the Other Investments

portfolio and some listed shares held in the Development Capital Investments portfolio. An active approach is adopted by the
14

The outlook presented in this MD&A reflects the Fonds’ expectations with respect to future events, based on information available to the Fonds

as at June 29, 2017, and presupposes certain risks, uncertainties and assumptions. Many factors, several of which are beyond our control, may

cause the Fonds’ actual results, performance, or achievements to differ materially from explicit or implicit expected future results,
performance, or achievements.

The Fonds performs sensitivity analyses to specifically inform management that a material level of stock market risk exposure

has been reached. The following table presents a sensitivity analysis for the stock market risk to which the Fonds’ listed shares
20
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external managers for Canadian shares, while a passive approach, including the replication of alternative beta indexes, is

preferred for managing the global equities portfolios.

are exposed.
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SENSITIVITY OF THE FONDS’ RESULTS TO MARKET RISK RELATED TO UNLISTED FINANCIAL INSTRUMENTS IN DEVELOPMENT

Sensitivity of the Fonds’ Results to Stock Market Risk
May 31, 2017

May 31, 2016

441)
(441)

372)
(372)

The value of unlisted financial instruments in development capital investments is established using approved and accepted

This analysis is performed on listed shares held by the Fonds presented under Development Capital Investments and Other Investments in the

valuation date, such as economic growth and credit spreads, but also other assumptions specific to each investment. For

(in millions of dollars)
Change in listed share prices*
10% increase in listed share prices
10% decrease in listed share prices
*

financial statements. In this analysis, the impact on results takes into account the use, if any, of stock index futures.

CAPITAL INVESTMENTS
valuation techniques. These techniques are based on a set of assumptions that take into account market conditions as at the
information about sensitivity analyses on unlisted financial instruments in development capital investments, please refer to the
“Sensitivity of the fair value of financial instruments categorized within Level 3” section of Note 9, “Fair value of financial
instruments”, to the financial statements.

FOREIGN EXCHANGE RISK
Foreign exchange risk is the risk that the fair value of a financial instrument denominated in a foreign currency changes as a
result of exchange rate fluctuations.

CREDIT AND COUNTERPARTY RISK

Exchange rate fluctuations have an impact on the securities denominated in foreign currencies held by the Fonds that are

Credit risk is the potential for loss due to the failure of a partner company (financial instruments presented under Development

certain companies in which the Fonds has invested. The net impact of an appreciation or a depreciation of the Canadian dollar

honour its contractual obligations or due to a deterioration in its financial position. The Fonds also includes concentration risk in

converted into Canadian dollars at the prevailing exchange rate. Exchange rate fluctuations also have an impact on the results of
against other currencies may be negative or positive for these companies, depending on whether they are importing or exporting
goods or services.

Capital Investments), issuer or counterparty in a transaction (financial instruments presented under Other Investments) to
this risk.

The Fonds’ exposure to credit risk results mainly from its mission-driven development capital investments, which are generally

In general, the Fonds has not been hedging its currency exposure for a few years. For the Fonds, the currency hedging ratio for a

unsecured. This risk is usually lower for other investment activities since the counterparties involved (governments, banks, etc.)

currency exposure generally brings a diversification effect that reduces volatility and protects the capital of financial assets in

potential impact of such exposure is low given the amounts involved. The maximum exposure to credit risk related to the

against the U.S. dollar, the Fonds implements a complementary overlay hedging strategy with respect to the financial assets

disbursed as well as guarantees and suretyships.

specific portfolio is determined based on a risk-management-oriented approach and not on the enhancement of returns. A

typically are financially stronger. The Fonds is also exposed to credit risk as a result of its accounts receivable. However, the

bear markets. However, when capital protection is limited in an environment in which the Canadian dollar is greatly undervalued

above-mentioned financial instruments corresponds to their fair value on the balance sheet, plus funds committed but not

denominated in U.S. dollars held in the global shares portfolios of the Other Investments sector. The overall foreign exchange

The Fonds manages the credit risk related to its development capital investments in several ways, including carrying out a due

risk management strategy enables the Fonds to meet its current financial objectives and its risk appetite and tolerance, as set
out in the Integrated Financial Assets Management Policy.

and monitoring on an ongoing basis investments in companies either held directly or through specialized funds.

The Fonds performs sensitivity analyses to specifically inform management that a material level of foreign exchange risk

exposure has been reached. The following table presents a sensitivity analysis for the foreign exchange risk to which the Fonds
is exposed with respect to the securities denominated in foreign currencies it holds.

10% appreciation of the Canadian dollar
10% depreciation of the Canadian dollar
*

in one of the following three categories: compliant with internal criteria, under watch or in turnaround. To deal with the more

Classification of the Development Capital Investments Portfolio (including funds committed but not disbursed)
May 31, 2017

May 31, 2016

(285)
285)

(247)
247)

This analysis is performed on securities denominated in foreign currencies held by the Fonds presented under Development Capital

(fair value in millions of dollars)
Compliant with internal criteria
Under watch
In turnaround

May 31, 2017
8,002
438
32
8,472

May 31, 2016
7,195
340
25
7,560

Investments and Other Investments in the financial statements. In this analysis, the impact on results takes into account the use, if any, of

foreign currency forward contracts.

Issuer and counterparty credit ratings and compliance with exposure limits by borrower or counterparty contribute to the sound

Also, to inform management that a material level of foreign exchange risk exposure has been reached, the Fonds calculates its
net exposure to currencies as a percentage of assets under management.

Canadian dollar
U.S. dollar
Euro
Other

management of the credit and counterparty risk of the Other Investments portfolio and to the diversification of assets. These
criteria (concentration limits by credit rating), which are set out in the Other Investments Portfolio Policy, are based on the risks

specific to each asset class and reduce the risk that our results will be materially affected in the event of a payment default. The

following table presents the breakdown of bonds, money market instruments and over-the-counter derivative financial

Fonds’ Net Exposure to Currencies*

*

The Fonds regularly re-examines the status of its development capital investments to ensure that they are adequately classified
difficult situations, an internal committee closely monitors investments that involve greater credit risk.

Sensitivity of the Fonds’ Results to Foreign Exchange risk
(in millions of dollars)
Change in exchange rates*

diligence review to ensure that the credit risk level is acceptable, supporting partner companies throughout their development

May 31, 2017
%
78.0
13.8
2.7
5.5
100.0

May 31, 2016
%
78.5
13.5
2.6
5.4
100.0

instruments included in the Other Investments portfolio by credit rating as at May 31, 2017 and May 31, 2016.

This classification takes into account all the securities held by the Fonds presented under Development Capital Investments and Other
Investments in the financial statements. It also takes into account the use, if any, of foreign currency forward contracts. However, it does not

take into account funds committed but not disbursed amounting to $189 million ($180 million as at May 31, 2016) and denominated in
foreign currencies, mainly in U.S. dollars.
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Classification of Bonds, Money Market Instruments and Over-the-Counter Derivative Financial Instruments included in the Other

Given the Québec economic development mission of the Fonds, the Development Capital Investments portfolio consists primarily

Investments Portfolio

of Québec-based companies. The return of the Development Capital Investments portfolio is therefore highly influenced by the
May 31, 2017*

Bonds

Money market
instruments

510

37

AA/R- 1 (middle)

1,010

180

A/R- 1 (low)

1,005

46

(fair value in millions of dollars)
AAA/R- 1(high)

BBB/R- 2
Weighted average
*

May 31, 2016*
Over- the- counter
derivative
financial
instruments

Financial Assets Management Policy. In addition to allowing for the diversification of development capital investments, the Other
Investments Portfolio Policy aims at optimizing the Fonds’ risk-return profile and providing the liquidity that the Fonds needs to

423

64

-

865

157

-)

1

955

66

(1)

LIQUIDITY RISK

287
R- 1 (middle)

(1)
A

The Fonds must make disbursements on a daily basis—in particular when it redeems shares held by its shareholders, disburses

1
A

2,474
AA-

Presents credit quality using the Dominion Bond Rating Services (DBRS) rating scale.

meet all its obligations.

amounts it committed to invest in partner companies, reimburses notes payable and pays expenses. The Fonds is required to

redeem its shares only in the circumstances set out in its Incorporation Act, or to purchase them by agreement in exceptional

Over-the-counter derivative financial instruments held in the Other Investments portfolio expose the Fonds to counterparty risk.
To limit its exposure to counterparty risk, the Fonds ensures that transactions related to over-the-counter derivative financial
instruments held in the Other Investments portfolio are carried out under an International Swaps & Derivatives Association Inc.
(ISDA) master agreement and entered into with recognized financial institutions.

situations provided under a policy adopted for such purpose by the Board of Directors and approved by the Minister of Finance
of Québec.

The Fonds must be able to obtain the liquidity required to meet its commitments. Liquidity risk is therefore related to the
potential for loss due to its inability to meet such commitments. In some cases, securities acquired on the market can be subject
to resale restrictions, which may reduce their liquidity.

The Fonds’ Incorporation Act provides that part of the financial assets of the Fonds may be invested in marketable securities on

CONCENTRATION RISK

organized markets, such as stock and bond markets, so it can easily obtain cash. The Fonds also has access to a bank line of

Concentration risk is the risk that a significant portion of the Fonds’ financial commitments is attributable to a specific issuer,

financial product, industry or geographic area, which could put the Fonds in a vulnerable position in the event that such issuer,
product, industry or area experiences difficulties.

The Fonds maintains a sound diversification of its assets through the Integrated Financial Assets Management Policy, which is

complemented by the Investment Policy for development capital investments and by the Other Investments Portfolio Policy for
the assets managed by the Other Investments sector. Compliance with these policies enables managing the concentration risk

associated with the exposure to an issuer or group of issuers with common characteristics (industries, class of securities, credit
ratings, etc.).

credit for additional liquidities.

As at May 31, 2017, liquid financial assets, comprised of fixed-income securities (cash, money market and bonds) as well as

listed shares held in the Other Investments portfolio and some listed shares held in the Development Capital Investments
portfolio, amounted to $7.5 billion ($6.6 billion as at May 31, 2016). This amount represents 56.6% of assets under management

as at May 31, 2017 (56.1% as at May 31, 2016), demonstrating, in management’s opinion, that the Fonds has the required

liquidities to fulfill all its obligations and commitments, even under potential scenarios that would be less favourable to it.

To manage its liquidity risk, the Fonds also performs scenario simulations over several horizons and analyzes events that may
lead to a liquidity crisis. These scenario simulations enable the Fonds to ensure it has sufficient liquidities in any circumstances.

Contractual maturities analysis is also a component of liquidity and financing management. However, this breakdown by

Concentration by Issuer
(fair value as a percentage of net assets)

Other Investments portfolio governed by the Other Investments Portfolio Policy, which forms an integral part of the Integrated

Bonds

231
263
R- 1 (middle)

economic conditions prevailing in Québec. As a result, the Fonds seeks some level of geographic diversification through its

Money market
instruments

235
2,760
AA-

Over- thecounter
derivative
financial
instruments

maturity is not necessarily representative of how the Fonds manages its liquidity risk and its financing requirements.
May 31, 2017

May 31, 2016

Weight of the five largest investments (Development Capital
Investments)

19.8*

19.1*

Weight of the five largest issuers or counterparties (Other
Investments)

11.2**

11.1**

*

The portion attributable to investments that do not constitute a high concentration risk given the large number of investees represented 11.9%

**

All of these securities are issued or guaranteed by government issuers (Canada or provinces).

The following table presents the contractual cash flow maturities for non-derivative financial liabilities, derivative financial
liabilities and other items.

as at May 31, 2017 (10.8% as at May 31, 2016).

The summary of investment portfolio presented previously also discloses relevant information on concentration risk.
To enable asset diversification, the Fonds ensures to allocate its Development Capital Investments portfolio across various

industries. More specifically, the Fonds approves on an annual basis targets by industries, in keeping with its internal structure.
These targets are set using a risk allocation mechanism. It should be noted that the actual results may however differ from the

industry targets determined based on the investment opportunities on the market. Based on an optimal risk level defined by the
Fonds for this portfolio as a whole by considering its mission, the risk allocation mechanism facilitates a more effective

monitoring and control of the portfolio profile and sector allocation by risk level. The risk-return balance of this portfolio is

achieved through a sector-based risk allocation mechanism that takes into account the higher risk of our investments in certain

sectors. The risk allocation mechanism and the sector-based allocation of the Development Capital Investments portfolio are

determined by taking into account funds committed but not disbursed. In some cases, the terms of the agreements could allow

the Fonds not to disburse these committed funds, which protect the Fonds against additional risks.
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Contractual Maturities

OPERATIONAL RISK

(in millions of dollars)

On demand

Less than 1 year

Total

May 31, 2017

630

Accounts payable**
Share redemptions payable***
Securities sold under repurchase agreements
630
Derivative Financial Liabilities

630
26

26

411

411

588

1,218

•

A culture of integrity;

-

-

•

Competent, well-trained staff;

•

Identification of succession for critical positions and knowledge transfer programs;

•

Segregation of incompatible duties;

996

996

20

20

10

10

Guarantees and suretyships*****

1,026
1,656

1,026
588

2,244

May 31, 2016
Non- Derivative Financial Liabilities
Notes*
Share redemptions payable***
Securities sold under repurchase agreements
438
Derivative Financial Instruments

operational risk management and the effectiveness of its management framework are underpinned by the following guiding
principles:

•

the FTQ and its affiliated unions;
•

Delegation of decision-making authority to Investment Committees whose majority of members are independent;

•

Monitoring of the development capital investment valuation process;

•

Monitoring of the due diligence review process;

438

•

Framework program of financial compliance;

171

23

23

•

Framework program of regulatory compliance;

349

349

•

Internal audit function;

543

981

•

Monitoring of technology development and information security;

1

1

•

Activities resumption planning process in the event of business interruption;

•

Ongoing monitoring of changes in applicable legislation, regulations and standards, including the Fonds’ compliance

Other Items

therewith, and ongoing monitoring of market best practices;

Funds Committed and Not Disbursed****
Development capital investments

1,008

1,008

20

20

10

10

1,038

1,038

Other investments
Guarantees and suretyships*****

1,476
*

**
***
****

Adoption of a concept of independence inspired by the guidelines of the Canadian Securities Administrators and

Regulation 52-110 respecting Audit Committees, under which an independent member is independent from the Fonds,

171

438

Accounts payable**

principles and mechanisms are monitored and periodically revised with a view to continuous improvement. The Fonds’

151

Funds committed but not disbursed****
Other investments

The Fonds manages operational risk by ensuring that policies, standards and procedures are implemented and effective. Control

151

Other Items
Development capital investments

certain processes or systems in place or due to human factors or external events. This risk also includes legal risk, regulatory
compliance risk and cybersecurity risk.

Non- Derivative Financial Liabilities
Notes*

Inherent to all of the Fonds’ activities, operational risk is the risk of sustaining losses as a result of the inadequacy or failure of

544

2,020

•

Risk identification and assessment when new products or activities are implemented.

Codes of ethics and conduct define, among other things, the rules of conduct to be followed by management and unionized
personnel as well as directors to avoid, for instance, conflict of interest situations. All employees must, in the execution of their
duties, put the interests of the Fonds ahead of their own or those of third parties. They must also avoid placing themselves in a
conflict of interest situation, either real, potential or apparent. The codes of ethics and conduct prohibit, among others, certain

The notes arising from excess liquidities of regional, local and real estate funds and some other specialized funds are repayable on demand

personal trading deemed conflictual, including receiving certain gifts and using any advantage, information or interest related to

of these funds and has not exposed the Fonds to significant annual net disbursements to date.

forbid the disclosure by directors and employees, for purposes other than the execution of their duties, of confidential

and, as such, have been classified as “On demand”. The notes balance increases or decreases based on the investment and divestiture activities

the Fonds that would be incompatible with the professional duties and responsibilities of an employee. In addition, the codes

Accounts payable excludes derivative financial liabilities.

information obtained through such execution. Each year, all employees and directors must complete a statement of interests

Share redemptions payable represents all amounts payable to shareholders for which a share redemption request was being processed and no

amount had yet been disbursed at the end of the financial year or the six-month period.

Most of the funds committed but not disbursed have a maximum disbursement maturity date. However, they may be called on demand and, as

such, are classified as “On demand”. In some cases, the terms of the agreements could allow the Fonds not to disburse these committed funds.

Although the entire amount of funds committed but not disbursed is classified as “On demand”, the amount that the Fonds will have to

disburse over the next 12 months will be less, as the calls for payment from specialized funds to which the Fonds has committed are usually

spread over several years. For instance, funds committed but not disbursed gave rise to disbursements of $313 million during the last

held and a statement on the compliance of their conduct with the code. The employees’ code refers to an ethics hotline managed

by an accounting firm that allows employees to report cases considered as non-compliant with the code and related to financial
or accounting information or illegal acts.

Due to emerging information security risks, the Fonds implemented several oversight and control mechanisms to manage

cybersecurity risks. An information security master plan was established for that purpose and a team of experts ensures the
development and execution thereof.

12 months.

***** Guarantees and suretyships are irrevocable commitments and are classified as “On demand”. However, in the current conditions, management
believes it is unlikely that the Fonds will have to disburse amounts for guarantees and suretyships.
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STRATEGIC RISK

The Management Committee, comprised of the President and Chief Executive Officer and executives, is responsible for the

Strategic risk, which also includes competitive risk and risk associated with regulatory changes, refers to the possibility of

overall management of the Fonds’ operations. The governance structure that supports the Fonds is as follows:

incurring losses as a result of ineffective strategies, lack of integrated business strategies or the inability to adapt the strategies
to changes in the business environment.

As the Fonds operates in a highly regulated environment, this risk is managed through monitoring and strategic and operational
planning processes that seek input from all levels of the organization; the resulting plans are submitted to the Board of Directors

for approval. The Management Committee periodically monitors the business plans and strategic objectives of the Fonds and
each sector. Any strategic decision or change to the Fonds’ already adopted orientations that could have a material impact is
authorized beforehand by the appropriate governing bodies, based on the powers delegated to them.

REPUTATION RISK
Reputation risk is the risk that negative information, whether founded or unfounded, will cause expenses, revenue losses, a
decrease in liquidity or a decline in the customer base.

The Fonds controls and manages reputation risk through the following, among others: proper training, legal and financial due
diligence reviews for all its development capital investments, sound governance practices, the application of policies and

procedures, the existence of an Integrated Risk Management Advisory Committee and ownership of the codes of ethics and

conduct by all management and unionized personnel as well as directors. The Fonds is a responsible corporate citizen that takes

ethical, social and environmental aspects into consideration when making investment decisions. In that respect, the Fonds has

implemented in August 2014 the Sustainable Development Framework Policy. The Fonds also has a voting rights policy with

regards to public companies and a code of conduct for international business dealings. The Fonds also ensures that any financial
information released outside the organization is accurate and validated beforehand.

The Fonds has had for a few years a Disclosure Policy concerning all financial and non-financial information issued and/or

KEY GOVERNING BODIES
BOARD OF DIRECTORS
The Board of Directors carries out the following duties:
•

values of solidarity and responsibility;

disclosed externally and the information that is communicated internally to a large number of employees. The main objectives of

•

validated, to make the Fonds’ employees aware of disclosure principles, and to specify the roles and responsibilities of the main

•

Approving the main directions, policies and business strategies of the Fonds, notably in regards to integrated financial
assets management and integrated risk management;

this policy are to provide a disclosure framework and standards, to ensure that information disclosed is rigorously prepared and
participants in the disclosure process.

Ensuring the Fonds’ mission, Incorporation Act and any other law it is subject to are followed while adhering to its

Ensuring there are controls over the Fonds’ management, including over risk management, and ensuring a culture of
integrity;

The application of this policy is monitored by a Disclosure Committee comprised of employees of the Fonds. The main

•

Approving investment recommendations for which it is responsible and monitor them;

Policy, and to ensure that relevant and effective disclosure controls and procedures are in place. The Disclosure Committee

•

Ensuring that the Fonds, as an investor, behaves as a socially responsible entity;

•

Evaluating the Fonds’ performance on a regular basis.

responsibilities of this Committee are to set disclosure guidelines, to implement, keep up to date and enforce the Disclosure

reports on its activities to the Audit Committee.

Given the growing use of social media by the Fonds and its employees, the Fonds has had a Social Media Policy for a few years.

This policy governs the use of these tools to prevent any harm or damage to the image or the reputation of the Fonds resulting
from such use.

Members of the Board of Directors are appointed or elected according to the rules set out in the Fonds’ Incorporation Act. In

carrying out its mandate, the Board delegates part of its responsibilities to boards and committees to support it in maintaining
the highest standards. The Fonds’ committees regularly report on their activities to the Board of Directors.

GOVERNANCE

EXECUTIVE COMMITTEE

The Fonds pays special attention to governance rules both for its investments, for which it requires a transparency, integrity and

sound governance framework, and for its own corporate governance. The Fonds believes that implementing and maintaining

sound governance practices are essential to managing an organization and reinforce the confidence of investors and its various
stakeholders, including shareholders, the federal and provincial governments, the Autorité des marchés financiers (“AMF”),
socio-economic players in the various regions of Québec and companies impacting the Québec economy.

The Executive Committee is composed of at least seven directors, including i) the Chairman of the Board of Directors, ii) the First
Vice-Chair of the Board of Directors, iii) the President and Chief Executive Officer, iv) a member appointed by the FTQ, and v) the
Presidents of the Investment Committees for the Traditional, New Economy and Real Estate sectors.

This committee may only deliberate or make decisions if a majority of independent members are present. It may exercise all the

powers of the Board of Directors with the exception of distributing shares, granting options, dismissing or replacing directors,

declaring or authorizing dividend payments, and adopting, amending or revoking bylaws. In exceptional cases, for instance
where urgency so requires, the Executive Committee may authorize an investment after such investment has received a
favourable recommendation from an Investment Committee.

GOVERNANCE AND ETHICS COMMITTEE
The Governance and Ethics Committee is composed of at least three members appointed by the Board of Directors of the Fonds,
including a member appointed by the FTQ, a majority of which must be independent. The Chair of the committee, who must be
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independent, is selected by the Board of Directors. The Vice-Chair of the committee, also selected by the Board of Directors,

FINANCIAL ASSETS MANAGEMENT COMMITTEE

This committee is responsible for supporting the Board of Directors in the implementation of a continuing education and self-

Officer, appointed by the Board of Directors of the Fonds. A majority of its members must be independent. The Chair of the

must be one of the members appointed by the FTQ.

assessment program, in addition to the overall aspects of the Fonds’ general governance, in particular with respect to
appointments to the governing bodies of the Fonds. More specifically, it determines the terms and conditions for the election of
members of the Board of Directors at the shareholders’ meeting. It also ensures, with the Fonds’ management, that directors,

governing body members and all employees of the Fonds maintain on an ongoing basis ethical culture and practices. The

Governance and Ethics Committee also reviews certain continuous disclosure documents to be filed with the AMF or distributed
to shareholders.

The Financial Assets Management Committee is composed of at least five members, including the President and Chief Executive

Financial Assets Management Committee is selected by the Board of Directors of the Fonds.

This committee is responsible for developing, implementing, updating as well as controlling and monitoring the Integrated
Financial Assets Management Policy, including the Investment Policy and the Other Investments Portfolio Policy. Its primary

mandate is to ensure that asset management is coordinated and aligned. In this capacity, it informs the Board of Directors of the

the main investment orientations. This committee also monitors performance and changes in the risk-return profile, ensures
that the Fonds’ asset management is in compliance with all its policies and approves the guidelines required to manage its
financial assets. This committee makes recommendations to the Board of Directors when necessary.

HUMAN RESOURCES COMMITTEE
The Human Resources Committee is composed of at least three members appointed by the Board of Directors of the Fonds,
including a member appointed by the FTQ, a majority of which must be independent. The Chair of the committee, who must be

independent, is selected by the Board of Directors. The Vice-Chair of the committee, also selected by the Board of Directors,

must be one of the members appointed by the FTQ.

SECTOR-BASED INVESTMENT COMMITTEES
The Sector-Based Investment Committees comprise the three Investment Committees for the Traditional, New Economy and
Mining sectors as well as the Boards of the Fonds immobilier de solidarité FTQ (which are considered, for operational purposes,
as an Investment Committee), and are composed of a majority of independent members.

This committee is tasked with overseeing general human resources practices and ensuring proper orientation with respect to

compensation, performance and succession planning for the Fonds and its network, in particular the real estate fund, the

regional funds and the local funds. More specifically, the committee: i) proposes to the Board of Directors the appointment of the

President and Chief Executive Officer, his employment conditions and his remuneration, and assesses his performance; ii)

examines with the Chief Executive Officer issues related to the compensation of the Fonds’ management and participates in

management’s assessment and succession planning; and iii) oversees the negotiation of the collective agreement with the Fonds’
employees.

AUDIT COMMITTEE
The Audit Committee is composed of at least three members of the Board of Directors, who must all be independent in
accordance with the Fonds’ Incorporation Act and Regulation 52-110 respecting Audit Committees.

This committee’s mandate includes recommending the audited financial statements and MD&A for approval by the Board of
Directors; approving the principles for valuing development capital investments and receiving the Valuation Committee’s report;

enquiring about the effectiveness of internal controls implemented by management; enquiring about the compliance and risk
management process for preparing the Fonds’ financial statements and providing feedback; and monitoring the deployment of

the fraud prevention program. The Audit Committee also ensures the Fonds complies with the laws, regulations and agreements

that govern its operations and that may have a material financial impact. The Audit Committee makes recommendations to the

Board of Directors when necessary. An internal audit function, which is mandated by the Audit Committee, is in place, which

allows benefiting from an independent assurance function.

These Investment Committees are responsible for decisions related to development capital investments and divestitures, monitor

the evolution of the authorized portfolio and ensure alignment with management on the major investment orientations of the
Fonds.

The authorization of the Board of Directors or, if the Board is unable to meet in a timely fashion, the Executive Committee, is

required, on the recommendation of the Investment Committee for the relevant sector, when a development capital investment
exceeds the following thresholds:
-

$15 million for the New Economy and Mining economic sectors;

-

$20 million for the Traditional and Real Estate economic sectors.

Any investments below these thresholds are under the authority of the relevant Investment Committee. All majority interest
investments must be authorized by the Board of Directors on the recommendation of the appropriate Investment Committees.

VALUATION COMMITTEE
The Valuation Committee is composed of a majority of independent qualified valuators. This committee is mandated to review

the private investment valuation process and provide a reasonable assurance that the procedure used for valuing the
Development Capital Investments portfolio complies with the procedure set out in the Regulation Respecting Development

Capital Investment Fund Continuous Disclosure. The Valuation Committee reports on its review to the Audit Committee twice

yearly.

INTEGRATED RISK MANAGEMENT ADVISORY COMMITTEE

INTEGRATED RISK MANAGEMENT COMMITTEE
The Integrated Risk Management Committee is composed of at least five members appointed by the Board of Directors of the
Fonds, a majority of which must be independent, and includes at least: i) three independent members of the Board of Directors,

of which one must be the Chair of the Financial Assets Management Committee; and ii) two members appointed by the FTQ. The

Chair of the committee, who must be an independent director, is selected by the Board of Directors. The Vice-Chair of the

committee, also selected by the Board of Directors, must be one of the two members appointed by the FTQ.

The primary mandate of this committee is to supervise the Fonds’ general risk management practices and to support the Board
of Directors by making recommendations to ensure that the Fonds applies proper oversight and risk management practices. The
main components of its mandate are: ensuring that the Fonds adopts an integrated and comprehensive view of all the risks,

considers the interrelationships and interdependencies between these risks and manages these risks in accordance with their

The Integrated Risk Management Advisory Committee, composed of internal members, supports the Management Committee in

the implementation of the integrated risk management framework and its decisions, in accordance with the requirements of the

Integrated Risk Management Policy.

PURCHASE-BY-AGREEMENT DECISION-MAKING COMMITTEE
The Purchase-by-Agreement Decision-Making Committee, composed of internal members, was set up in accordance with

Section 8 of the Fonds’ Incorporation Act. Its main duty is authorizing the purchase by agreement of the shares and fractional
shares of the Fonds in accordance with the Purchase-by-Agreement Policy adopted by the Board of Directors and approved by
the Minister of Finance of Québec.

degree of importance; overseeing the implementation of the Integrated Risk Management Policy and periodically reviewing the
risk management orientations and framework policies; ensuring that the risks to which the Fonds is exposed are clearly

identified and reviewing the measures taken by management to adequately manage them; and examining, recommending to the
Board of Directors and monitoring the quantitative and qualitative risk appetite statements as well as risk tolerance levels.
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RISK GOVERNANCE

VALUATION FRAMEWORK

As integrated financial assets management is an essential part of its risk governance, the Fonds has put in place a management

Development capital investments and other investments are recorded on the balance sheet at their fair value 15. However, the

acceptable risk level.

must be established because the securities issued by these companies or funds are not traded on organized, public markets.

framework to ensure that risk management, control strategies and resulting operational decisions consider the established

The above-mentioned Integrated Risk Management Committee, which is the main committee responsible for all the Fonds’ risks,
reviews and qualifies the significant risks to which the Fonds is exposed in implementing its strategy. The internal Integrated

Risk Management Advisory Committee identifies and analyzes the integrated risk management input parameters to support the

majority of the Fonds’ development capital investments are made in private companies or specialized funds for which a fair value
Qualified valuators employed by the Fonds determine the fair value of these investments. These valuators report to the Executive
Vice-President, Finance and follow a structured process comprising several verification and validation steps to ensure the
quality, uniformity and integrity of the work performed and of the resulting fair value.

Management Committee in defining the integrated risk management framework and in making decisions. The Fonds’ risk

The management framework that governs the procedure for valuing development capital investments is set out in the Regulation

policies, standards, guidelines, and procedures to incorporate the best possible practices.

qualifications required for qualified valuators employed by the Fonds as well as the governing body responsible for approving

governance structure is built upon a series of policies approved by the Board of Directors. The Fonds regularly reassesses

Respecting Development Investment Fund Continuous Disclosure. In particular, the Regulation specifies the minimum

the valuation principles used. The Regulation also requires that all relevant information about the valuations (excluding publicly
traded issuers valued using market prices) be provided to an independent valuation committee. In addition, regulations require

that the Chief Executive Officer and the Chief Financial Officer of an investment fund sign on a half-year basis a certification

stating that the valuation procedure set out in the Regulation was complied with and confirming the aggregate fair value of the

Development Capital Investments portfolio. This certification has been signed and submitted to the Audit Committee on a halfyear basis since May 31, 2009. For the six-month period ended May 31, 2017, the certification was signed by the President and

Chief Executive Officer and the Executive Vice-President, Finance of the Fonds.

During the year, no changes were made to the Fonds’ valuation principles. The valuation principles were approved by the Audit
Committee in May 2017.

FINANCIAL GOVERNANCE
While not required to apply Regulation 52-109 issued by the Canadian Securities Administrators, the Fonds has decided to base

The adoption of the Sustainable Development Framework Policy is part of the Fonds’ integrated risk management approach,

its work upon the principles stated in this rule, thereby demonstrating its willingness to respect best practices in financial

financial factors. The Fonds prioritizes a responsible investment approach and takes into account these factors and socially

assurance that the financial information prepared and reported is reliable and that the financial statements are prepared in

which allows it to systematically consider environmental, social, governance and sustainable development factors alongside

governance. Our financial compliance framework program commonly known as Confor applies to controls providing reasonable

responsible investment principles in controlling the risks it intends to assume.

accordance with IFRS issued by the International Accounting Standards Board.

The implementation process of the integrated risk management framework that was launched a few years ago and led to the

Management is responsible for designing and maintaining adequate internal control over financial reporting and disclosure

adoption by the Board of Directors of the Integrated Risk Management Policy (see the “Risk Management” section) also had an

impact on the risk governance structure. The roles and responsibilities of the Fonds’ governing bodies, internal committees and

main stakeholders involved were specified in this policy. The Board of Directors of the Fonds reconfirmed its responsibility for
integrated risk management while delegating to the Integrated Risk Management Committee the monitoring of certain activities

and their results. The Integrated Risk Management Policy sets out the organization’s requirements with respect to the integrated
management of all types of risks, ensures that risk management is closely related to the “total” risk appetite and determines an

approach whereby all significant risks and their interrelations are considered in the development of the organization and the
maintenance of the risk-return profile. Integrated risk management is the responsibility of the Executive Vice-President, Finance,
who is the “Chief Risk Officer” and chairs the Integrated Risk Management Advisory Committee, composed of internal members,
and is supported in his duties by the Vice-President, Integrated Risk Management and Financial Strategies.

The Integrated Financial Assets Management Policy, which is under the Integrated Risk Management Policy, is a key piece of the

risk governance framework. The objective of this policy is to manage financial assets in an integrated and comprehensive way to

ensure sound diversification and an optimal risk-return profile while complying with the mission of the Fonds and meeting the

controls and procedures. It must also periodically evaluate their design and effectiveness.

During the year, the Fonds undertook the necessary work to evaluate the design and effectiveness of its internal control using

the following recognized frameworks: i) COSO 2013 (issued by the Committee of Sponsoring Organizations of the Treadway

Commission) for internal control over financial reporting and disclosure controls and procedures, ii) and the 5th edition of COBIT

(Control Objectives for Information and Related Technologies), issued by ISACA (Information Systems Audit and Control
Association), for information technology general controls. Regulations require that the President and Chief Executive Officer and

the Chief Financial Officer confirm their responsibility for controls by signing a certification to this end. Accordingly, for the year
ended May 31, 2017, the Fonds’ President and Chief Executive Officer and Executive Vice-President, Finance signed a

certification confirming their responsibility in that regard. These certifications are available on SEDAR. A mechanism for subcertification by several Fonds executives and managers also supports these certifications.

Management’s conclusions on the design and effectiveness of internal control over financial reporting and disclosure controls
and procedures are presented hereafter.

expectations of its stakeholders. The Integrated Financial Assets Management Policy is complemented by the Investment Policy

for the development capital investments managed by the Investments sector and the Other Investments Portfolio Policy for the

assets managed by the Other Investments sector. The purpose of these policies is to set out the investment principles and rules

for financial assets as well as to define the roles and responsibilities of the persons involved and the monitoring procedure to be

applied. Policies are complemented by guidelines to specify how investment managers must proceed, including, without
limitations, discretionary limits, diversification requirements, quality standards as well as return and risk objectives.

15

Using fair value is the practice recognized by venture capital firms and private equity funds. Fair value is defined as the price that would be
received to sell an asset in an orderly transaction between market participants at the measurement date.
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MANAGEMENT’S REPORT ON INTERNAL CONTROLS
CONCLUSIONS ON THE DESIGN AND EFFECTIVENESS OF INTERNAL CONTROL OVER
FINANCIAL REPORTING

Internal control over financial reporting comprises all the processes and controls in place, including policies and procedures, that

govern the maintenance of accounting records and the preparation of financial statements to provide reasonable assurance

regarding the reliability of financial reporting and the preparation of financial statements in accordance with IFRS. Management,

under the supervision of the President and Chief Executive Officer and the Executive Vice- President, Finance, evaluated the
design and effectiveness of internal control over financial reporting. Based on this evaluation, management concluded that, as at

May 31, 2017, internal control over financial reporting was adequately designed and effective and did not contain any material
weaknesses. However, because of its inherent limitations, internal control over financial reporting may not prevent or detect

certain misstatements on a timely basis. During the year ended May 31, 2017, there was no change in the Fonds’ internal control

over financial reporting that has materially affected, or is reasonably likely to affect, the Fonds’ internal control over financial
reporting.

CONCLUSIONS ON THE DESIGN AND EFFECTIVENESS OF DISCLOSURE CONTROLS AND
PROCEDURES

Disclosure controls and procedures include the processes and mechanisms designed to provide reasonable assurance that
financial information for external purposes is recorded, processed, summarized and reported within the required time period for
review and approval by management and that it is disclosed externally within the time periods specified in the applicable

regulations and legislation. Management, under the supervision of the President and Chief Executive Officer and the Executive
Vice-President, Finance, evaluated the design and effectiveness of disclosure controls and procedures. Based on this evaluation,
management concluded that, as at May 31, 2017, disclosure controls and procedures were adequately designed and effective.

FINANCIAL
STATEMENTS
AS AT MAY 31, 2017
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INDEPENDENT AUDITORS’ REPORT

BALANCE SHEETS
AS AT MAY 31

To the Shareholders of the Fonds de solidarité des travailleurs du Québec (F.T.Q.)
We have audited the accompanying financial statements of the Fonds de solidarité des travailleurs du Québec (F.T.Q.), which comprise

the balance sheets as at May 31, 2017 and 2016, and the statements of comprehensive income, the statements of changes in net

assets and the statements of cash flows for the years ended May 31, 2017 and 2016, and a summary of significant accounting policies

(in millions of Canadian dollars, except net assets per share)

and other explanatory information.

Assets

Management’s Responsibility for the Financial Statements

Financial instruments related to securities sold under

Notes

Cash

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International

Financial Reporting Standards (IFRS), and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance
with Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The

procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider internal control relevant to the

entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the

repurchase agreements

management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis for our audit opinion.

2016

37

13

411

349

Accounts receivable

5

213

244

Other investments

6

6,200

5,574

Development capital investments

7

7,476

6,553

12

78

82

14,415

12,815

630

438

411

349

Other assets

Liabilities
Notes

13

Securities sold under repurchase agreements
Accounts payable

15

151

172

Other liabilities

16

107

106

1,299

1,065

13,116

11,750

37.88

34.73

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by

2017

Net assets

17

Net assets per Class A share
Commitments and contingencies (Notes 6, 7 and 19)
The accompanying notes form an integral part of these financial statements.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Fonds de solidarité des

travailleurs du Québec (F.T.Q.) as at May 31, 2017 and 2016, and its financial performance and its cash flows for the years ended

May 31, 2017 and 2016 in accordance with International Financial Reporting Standards (IFRS).

Signed,
Deloitte LLP1
1

CPA auditor, CA, public accountancy permit No. A110972

On behalf of the Board of Directors,

Signed,
Raymond Chabot Grant Thornton LLP2
2

CPA auditor, CA, public accountancy permit No. A120795

(signed) “Robert Parizeau”

(signed) “Gaétan Morin”

Robert Parizeau, Director

Gaétan Morin, Director

Montréal, June 29, 2017

FONDS DE SOLIDARITÉ DES TRAVAILLEURS DU QUÉBEC (F.T.Q.)

FONDS DE SOLIDARITÉ DES TRAVAILLEURS DU QUÉBEC (F.T.Q.)

82

1

2

83

Fonds de solidarité FTQ

Fonds de solidarité FTQ

STATEMENTS OF COMPREHENSIVE INCOME

STATEMENTS OF CHANGES IN NET ASSETS

FOR THE YEARS ENDED MAY 31

(in millions of Canadian dollars, except net income per share)

FOR THE YEARS ENDED MAY 31

Notes

2017

2016
Share capital – Class A shares

Revenues
Interest

158

164

Dividends and distributions

239

204

Rental, fee and other income

14

15

411

383

Realized

152

172

Unrealized

728

156

Transaction costs

(2)
878

Interest on notes

(20)
1,269

(2)
326

(18)
691

Balance at beginning of year

Series 2

8,435

82

1

Contributed
surplus

Retained
earnings

745

2,494

Net income
887

13

Change in outstanding
redemptions
Transfers
Balance at end of year

(438)

Balance at beginning of year

(38)

(5)

(3)

-

65

Share issues

Development capital investments and other investments

38

34

Savings market development and Economic training

54

50

Net change in share
subscriptions

172

156

1,097

535

16

22

1,081

513

Net income

(133)

(614)

(2)

(5)

(65)

-

8,946

90

1

707

3,375

(3)

13,116

8,043

79

2

791

2,227

8

11,150

513

Other comprehensive income

72

21

4

2016

80

Income before income taxes

11,750

900

Net income
20

Net
assets

1,081
4

Net change in share
subscriptions
Share redemptions

(7)

1,081

Other comprehensive income

Corporate

Income taxes

Series 1

Subscribed

2017

Share issues

Gains (losses) on development capital investments, other investments and investment property

Total operating expenses

(in millions of Canadian dollars)

Note
17

Accumulated
other
comprehensive
income

Share redemptions

Change in outstanding
redemptions

Transfers
Balance at end of year

513
(15)

764

10
(1)

(493)

(1)
(47)

(7)

1

6
115
8,435

(15)
774

(131)

(678)

-

7

(115)
82

1

745

2,494

(7)

11,750

The accompanying notes form an integral part of these financial statements.

Item of other comprehensive income that will not be reclassified to net income
Remeasurement of the net defined benefit liability, net of income taxes

22

Comprehensive income

4

(15)

1,085

498

3.17

1.52

Supplemental information
Net income per Class A share

17

The accompanying notes form an integral part of these financial statements.
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STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED MAY 31
(in millions of Canadian dollars)

Operating activities
Net income

Non-cash items

2017

2016

1,081

513

Stock dividends and distributions in kind

(15)

Interest capitalized on notes

20

Interest capitalized on development capital investments
Amortization of premiums and discounts

(Gains) losses on development capital investments, other investments and
investment property
Realized

Unrealized

Post-employment benefits

Depreciation of property and equipment and amortization of intangible assets
Deferred income taxes

Changes in non-cash items
Accounts receivable

(2)

11

(152)

(728)
8
8

(4)
227
-

-

(1)

18
12

(172)
(156)
8
7
8
237
(4)

Income taxes

(2)

13

Other

9

(4)

Accounts payable

Acquisition of development capital investments

Proceeds of disposal of development capital investments
Acquisition of other investments

Proceeds of disposal of other investments
Increase in notes

Repayment of notes

Financing activities

Shares issued and subscribed
Shares redeemed

Investing activity

Acquisition of property and equipment and intangible assets

Increase (decrease) in cash
Cash at beginning of year
Cash at end of year

(1)

(9)

233

233

(956)

(720)

(5,027)

(6,441)

444

4,879

426

591

6,242

298

(254)

(297)

(255)

(94)

900

773

Dividends and distributions received
Income taxes paid

STATUTES AND OBJECTIVES OF THE FONDS
The Fonds de solidarité des travailleurs du Québec (F.T.Q.) (the “Fonds”), incorporated by an Act of the Québec National Assembly,
is a joint-stock company whose principal office is located at 545 Crémazie Boulevard East, Suite 200, Montréal, Québec, Canada
and whose objectives are:


to invest in Québec business entreprises and provide them with services in order to create, maintain or protect jobs;



to promote the training of workers in economic matters to enable them to increase their influence on Québec’s economic
development;



to stimulate the Québec economy by making strategic investments that will be of benefit to Québec workers and business
entreprises;



to promote the development of qualified business enterprises by inviting workers to participate in that development by
purchasing the Fonds’ shares.

To this end, the Fonds endeavours to concentrate most of its development capital investments in unsecured investments, mainly
in small and medium-sized enterprises (“SMEs”) located in Québec. As a general rule, the Fonds will take a minority interest in the
projects in which it invests.

2. SIGNIFICANT ACCOUNTING POLICIES
1. STATEMENT OF COMPLIANCE
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”). They
have been approved for issue on June 29, 2017 by the Board of Directors of the Fonds.

2. MEASUREMENT BASIS
These financial statements have been prepared on a fair value basis, except for property and equipment and intangible assets,
which are measured on the historical cost basis, as well as certain financial instruments, as mentioned in item 6 of this note.
These separate financial statements are the only financial statements presented by the Fonds.

3. INVESTMENT ENTITY
The Fonds meets the definition of investment entity set out in IFRS 10 Consolidated Financial Statements, as the following
conditions are met:

(616)

(680)



the Fonds obtains capital from many investors for the purpose of managing their savings;

284

93



the Fonds commits to its investors that the purpose of its investments activities is to generate a return and provide
investment income, in accordance with its mission; and



the Fonds measures and evaluates the performance of its investments on a fair value basis.

(5)

(4)

24

(5)

13

18

37

13

156

171

223

202

25

14

Supplemental information (amounts included in operating activities)
Interest received

1. DESCRIPTION OF THE FONDS

The accompanying notes form an integral part of these financial statements.

Consequently, the Fonds does not prepare consolidated financial statements.

4. BALANCE SHEET PRESENTATION
The Fonds presents its Balance Sheet in a decreasing order of liquidity. All the assets and liabilities of the Fonds are noncurrent assets and liabilities as they are not mainly held for trading, except for the following current items: Cash, Financial
instruments related to securities sold under repurchase agreements, Accounts receivable (except as mentioned under the table
in Note 5), Income taxes included in Other assets or Other liabilities, as appropriate, Notes, Securities sold under repurchase
agreements, Accounts payable and Share redemptions payable included in Other liabilities. The current portion of bonds and
money market instruments included in Other investments is presented in Note 6, while the current portion of loans, bonds and
advances included in Development capital investments is presented in Note 7.

5. SUBSIDIARIES AND ASSOCIATES
Investments in subsidiaries and associates are recognized at fair value through profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES

2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

6. FINANCIAL INSTRUMENTS – RECOGNITION AND CLASSIFICATION

7. FINANCIAL INSTRUMENTS – FAIR VALUE MEASUREMENT (CONTINUED)

Financial instruments are recognized at fair value at the transaction date, when the Fonds becomes a party to the contractual
provisions of the instrument. The cost presented for development capital investments and other investments corresponds to
the amount paid and is determined based on average cost, excluding transaction costs. Transaction costs are recognized in
net income when incurred. A financial asset is derecognized when the Fonds no longer has the contractual rights to the cash
flows from this asset.
Financial assets and liabilities are classified in various categories based on their characteristics and the Fonds’ intention upon
their acquisition and their issuance. Development capital investments, other investments, accounts receivable relating to
development capital investments and other investments sold, loans included in accounts receivable – other, cash, financial
instruments related to securities sold under repurchase agreements, accounts payable relating to development capital
investments and other investments purchased, derivative financial instruments and securities sold under repurchase
agreements are all financial instruments designated as at fair value through profit or loss. These financial instruments are part
of a managed portfolio whose performance is evaluated on a fair value basis, in accordance with a documented financial asset
integrated management strategy, and information is provided internally on that basis to the Fonds’ key management
personnel.
Other items included in accounts receivable are classified in loans and receivables. Notes and other items included in accounts
payable are classified in other financial liabilities. These financial instruments are recognized at amortized cost, which
approximates their fair value given their nature and short-term maturity.
Financial liabilities are derecognized when the obligation is extinguished, which is when the obligation is discharged or
cancelled or expires.

7. FINANCIAL INSTRUMENTS – FAIR VALUE MEASUREMENT
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the reporting date.
a) Fair value of assets and liabilities traded on active markets
To determine the fair value of financial assets and liabilities that are quoted in an active market, such as listed shares,
bonds, money market instruments and listed derivative financial instruments, the Fonds uses the price within the bidask spread that is most representative of fair value, given the relevant facts and circumstances, at the reporting date.
b) Fair value of assets and liabilities that are not traded on active markets
The fair value of financial assets and liabilities that are not traded on active markets (including unlisted derivative
financial instruments) is determined using valuation techniques selected based on certain specified criteria and market
conditions prevailing at each reporting date. The valuation techniques used are based on valuation principles derived
from the guidelines that are generally used in the industry by business valuation professionals. These valuation
principles are approved every six months by the Fonds’ Audit Committee. The valuation technique used for a financial
instrument is generally the same from one period to the next, except when a change in valuation technique results in a
more accurate estimate of fair value.
i)

Unlisted shares and units
When a yield method is used, the fair value of unlisted shares is mainly determined using the capitalized cash flow
technique. The two main variables used in this technique are maintainable cash flows and the capitalization rate.
To determine maintainable cash flows, recurring cash flows are estimated based on the entity’s historical results
and/or financial forecasts. A weighting factor is applied to each of the cash flows used to reflect its probability of
occurrence. The capitalization rate used to capitalize maintainable cash flows reflects how the investee could
finance its operations and the risks associated with the materialization of these maintainable cash flows.
When the price of a recent transaction negotiated between unrelated parties on an arm’s-length basis is available,
this valuation technique is used under certain conditions. It may also be appropriate to use a valuation technique
based on a bid from a third party. Using judgment is necessary to determine whether the price in such recent
transaction or bid represents the best evidence of fair value at the reporting date. The period during which
referring to a past transaction or bid is deemed appropriate depends on the circumstances specific to each
situation.

b) Fair value of assets and liabilities that are not traded on active markets (CONTINUED)
i)

Unlisted shares and units (CONTINUED)
In certain circumstances or depending on the nature of operations, the future earning potential is better reflected
by the value of the assets, and the adjusted net asset method is used. This method is also used to determine the
fair value of unlisted investment fund units held. In such case, this method entails using the share of all assets and
liabilities appearing on the balance sheet of the investee at their fair value and adjusting it as necessary. The main
adjustments made are related to the fair value of the assets and liabilities, new information available and
significant events that occurred between the investee’s reporting date and the Fonds’ reporting date.
The fair value of certain unlisted units is determined using the price established by their respective manager.

ii) Loans and advances
The fair value of secured and unsecured loans and advances is determined by discounting the contractual cash
flows expected to be received by the Fonds using a discount rate that reflects the return that the Fonds would
require given the credit risk of the investee. Certain loans and advances to a wholly-owned company are
considered as quasi-equity, and their fair value is determined using the adjusted net asset technique.
iii) Guarantees and suretyships
When it is likely that the Fonds will have to disburse an amount on a guarantee or a suretyship it granted, an assetbased approach and a liquidation value technique are used to estimate the amount of the liability to be recognized.
iv) Derivative financial instruments
The fair value of unlisted derivative financial instruments is determined using appropriate valuation techniques,
including discounting future cash flows at the current rate of return.
v)

Accounts receivable relating to development capital investments and other investments sold
The fair value of accounts receivable relating to development capital investments sold that are not traded on active
markets is determined by discounting contractual cash flows. Generally, the estimated amounts to be received and
timing of their collection depend on future events or the satisfaction of certain conditions.

8. SECURITIES LENDING, SECURITIES PURCHASED UNDER REVERSE REPURCHASE AGREEMENTS AND SECURITIES SOLD UNDER REPURCHASE
AGREEMENTS

To generate additional revenues, the Fonds participates in the securities lending program put in place by its depositary for
securities of which it is the custodian. Under this program, the Fonds can enter into securities lending transactions, as well as
short-term purchases and sales of securities with a simultaneous commitment to resell and repurchase them at a specified
price and date. Reverse repurchase agreements and repurchase agreements are recognized as secured lending and borrowing
transactions. Reverse repurchase agreements are recorded on the Balance Sheet at their fair value, while repurchase
agreements are recorded on the Balance Sheet at the repurchase price determined by the commitment, which approximates
their fair value. The revenues resulting from the Fonds’ participation in this program are recorded in net income under Rental,
fee and other income. As at May 31, 2017 and 2016, the Fonds had no securities purchased under reverse repurchase
agreements.

9. INVESTMENT PROPERTY
Investment property is property held by the Fonds for renting and value appreciation purposes. The investment property is
occupied by tenants. The Fonds presents its investment property using the fair value model. Fair value is measured at each
reporting date, and any change in fair value is recognized in net income.
The fair value used is determined using the discounted cash flow technique, whereby fair value represents the aggregate of the
present value of projected cash flows and the reversion value at the end of the projection period. To ensure that such fair
value is appropriate, the result is compared with other techniques, such as the direct discounting technique, under which an
overall discount rate is applied to normalized net operating income, and the direct comparison method, under which the most
likely selling price is estimated by comparing and analyzing real estate transactions involving similar properties.
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2. SIGNIFICANT ACCOUNTING POLICIES

2. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

10. CASH

(CONTINUED)

13. SHARE CAPITAL (CONTINUED)

Cash includes bank accounts used in operating, processing transactions on share capital and managing development capital



apart from the contractual obligation for the Fonds to repurchase or redeem the instrument for cash or another
financial asset, they do not include any contractual obligation to deliver cash or another financial asset to another
entity, or to exchange financial assets or financial liabilities with another entity under conditions that are potentially
unfavourable to the entity, and they are not a contract that will or may be settled in the Fonds’ own equity
instruments;



the total expected cash flows attributable to the shares over their life are based substantially on the change in net
assets.

investments and other investments.

11. PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS
Property and equipment and intangible assets are stated at cost less any accumulated depreciation or amortization and
accumulated impairment losses. Cost includes items that are directly attributable to the acquisition of the item of property
and equipment or intangible asset. Subsequent costs for an item of property and equipment or an intangible asset are
recognized only if it is probable that future economic benefits associated with it will flow to the Fonds and the cost can be
measured reliably. Repair and maintenance expenses are recognized in total operating expenses through net income when
incurred.
The main property and equipment and intangible asset categories are depreciated or amortized over their estimated useful
life using the following methods, periods and annual rates:
Methods

Periods/rates

Property and equipment
Buildings

Straight-line

Office furniture and equipment

Diminishing balance

15 to 60 years

Computer hardware

Straight-line

4 years

Straight-line

3 years

20%

At each reporting date, property and equipment and intangible assets are tested for impairment when events or changes in
circumstances indicate that their carrying amount may not be recoverable. To determine the recoverable amount, items of
property and equipment and intangible assets are aggregated at the lowest level for which identifiable cash flows are
independent from the cash flows from other groups of items of property and equipment or intangible assets. The Fonds
assesses possible reversals when events or circumstances warrant it.

12. POST-EMPLOYMENT BENEFITS
The cost of earned pension benefits and other employee post-retirement benefits is recognized through net income and
comprises current service cost and net interest on the net defined benefit plan liability.
Remeasurements of the net defined benefit liability are recognized in Other comprehensive income. They are not reclassified
subsequently to net income and are presented separately in the Statement of Changes in Net Assets. Remeasurements of the
net defined benefit liability comprise actuarial gains and losses as well as the return on plan assets, excluding interest
income. Actuarial gains and losses result from changes in the actuarial assumptions used to determine the defined benefit
obligation and from experience gains and losses on such obligation.
The net defined benefit liability corresponds to the present value of the post-employment benefit plan obligation less the
fair value of plan assets.

13. SHARE CAPITAL
The Fonds’ Class A shares are puttable (redeemable at the option of the holder), subject to certain conditions, and are
classified in net assets as they have all the following features:


they entitle the holder to a pro rata share of the Fonds’ net assets in the event of the Fonds’ liquidation;
they are in a class of instruments that is subordinate to all other classes of instruments of the Fonds;



they have features that are identical to those of all the other instruments of this class;

The Canadian dollar is the functional currency and the reporting currency of the Fonds. Transactions in foreign currencies
are translated into the functional currency at the exchange rate prevailing at the transaction date. Assets and liabilities
denominated in foreign currencies are translated into the functional currency at the exchange rate prevailing at the reporting
date. Translation differences related to cash are presented as translation differences on cash, and other translation
differences are presented in net income under Gains (losses) on development capital investments, other investments and
investment property.

a) Interest

The Fonds allocates the amount initially recognized in respect of an item of property and equipment or intangible assets to
its significant parts and depreciates or amortizes them separately. The carrying amount of a replaced part is derecognized
upon replacement. Residual values, depreciation or amortization method and useful life of assets are reviewed at each
reporting date and adjusted if needed.



14. FUNCTIONAL CURRENCY AND FOREIGN CURRENCY TRANSLATION

15. REVENUE RECOGNITION

Intangible assets
Information systems development

Share issues and redemptions are recognized as transactions on net assets. The consideration received for share issues is
included in share capital. Share redemptions are recognized when the requests are approved under redemption criteria at
the current redemption value, and shares are derecognized based on average cost.

Interest revenue is recognized on an accrual basis using the effective rate method. Amortization of premiums and
discounts under this method is recognized under Interest.

b) Dividends and distributions
Non-cumulative dividends and distributions are recognized when they are declared, while cumulative dividends are
recognized on an accrual basis.

c) Rental, fee and other income
Rental income is recognized on a straight-line basis over the term of the lease, while fee and other income are
recognized on an accrual basis.

d) Gains and losses on development capital investments, other investments and investment property
Realized gains and losses on disposals of development capital investments and other investments are recognized at
the time of sale. The amount of such gains and losses is the difference between the proceeds of disposal and average
cost.
Unrealized gains and losses on the measurement to fair value of financial instruments and investment property are
recognized in net income at the time of measurement to fair value.

16. INCOME TAXES
The income tax expense comprises the current tax expense and the deferred tax expense. Income taxes are recognized in
net income unless they relate to items that are recognized directly in Other comprehensive income or net assets; in such
case, income taxes are also recognized directly in Other comprehensive income or net assets, respectively.
Current income tax is the amount of income tax payable in respect of the taxable income for the year, calculated using the
tax rates that have been enacted or substantively enacted by the end of the reporting period, and any adjustments to income
taxes related to prior periods.
Deferred income tax is recognized for the temporary differences between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. Deferred income tax is calculated on a non-discounted basis using the tax
rates and tax laws that have been enacted or substantively enacted by the end of the reporting period and that are expected
to apply to the period when the deferred tax asset is realized or the deferred tax liability is settled. A deferred tax asset is
recognized only to the extent that it is probable that future taxable income will be available against which the deductible
temporary differences can be utilized.
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2. SIGNIFICANT ACCOUNTING POLICIES

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

(CONTINUED)

1. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS THAT ARE NOT TRADED ON AN ACTIVE MARKET

16. INCOME TAXES (CONTINUED)
The Fonds is subject to federal and Québec income taxes. It is also subject to the tax rules applicable to mutual fund
corporations. For purposes of the federal income tax, the Fonds can, in particular, receive a refund of the income taxes paid
on its capital gains by redeeming its shares or by transferring amounts from retained earnings to share capital. The Fonds
considers itself, in substance, exempted from federal income tax related to capital gains for purposes of applying IFRS and,
accordingly, does not recognize any deferred tax liability for unrealized net gains on development capital investments, other
investments and investment property nor any corresponding deferred tax asset for unrealized recoveries resulting from the
tax mechanisms related to refundable capital gains tax on hand.

17. NET INCOME PER CLASS A SHARE
Net income per share is calculated by dividing net income by the weighted average number of Class A shares outstanding
during the year.

18. ACCOUNTING STANDARDS ISSUED AS AT MAY 31, 2017 BUT NOT YET ADOPTED
As at the date of authorization of these financial statements, new standards and amendments to existing standards had
been issued by the International Accounting Standards Board (IASB) but were not effective. Information on those that might
be relevant to the financial statements of the Fonds is provided below.

a) IFRS 9 - Financial Instruments
The IASB issued the final version of the financial instrument standard dealing with classification, measurement,

impairment and hedge accounting. This standard is effective for annual periods beginning on or after January 1, 2018.

The Fonds is currently analyzing the impact of applying this standard.

The Fonds must make assumptions and use estimates in measuring the fair value of financial instruments that are not traded
on an active market. Judgments are made with respect to selecting valuation techniques and with respect to the assumptions
used in these valuation techniques.
Although these techniques use observable inputs to the extent practicable, fair value is also determined using unobservable
market inputs that take into account the specific features of the financial instrument and any factor relevant to the
measurement. Using unobservable inputs requires the Fonds’ qualified valuators to make judgments so that these inputs
reflect the assumptions, if any, that market participants would use to determine fair value using the best information possible
in the circumstances.
The Fonds considers observable inputs to be market data that is readily available, regularly distributed and updated, reliable
and verifiable, not proprietary and provided by independent sources that are actively involved in the relevant market. Fair value
reflects market conditions on a given date and, as such, may not be representative of future fair values.
In accordance with the Regulation Respecting Development Capital Investment Fund Continuous Disclosure issued by the
Autorité des marchés financiers, the Fonds implemented various controls and procedures to ensure that financial instruments
are appropriately and reliably measured. To measure the fair value of financial instruments in accordance with the valuation
principles adopted by the Fonds, the Fonds’ team of qualified valuators monitor twice a year the performance of the
companies in the portfolio and are continuously looking for information on the business and operations of the companies
being valued. Where appropriate, the qualified valuators monitor data on comparable companies, the results of recent
transactions and the ratings of instruments issued by similar companies.
Except in the case of companies whose financial instruments are traded in an active market, any relevant information related
to fair value measurements is submitted to an independent valuation committee composed of a majority of qualified valuators

independent from the Fonds, as required by the Regulation Respecting Development Capital Investment Fund Continuous

Disclosure. This committee reviews this information and submits a written report to the Audit Committee, which must examine

b) IFRS 15 - Revenue from Contracts with Customers
The IASB issued IFRS 15, which supersedes IAS 18 Revenue and IAS 11 Construction Contracts. This new standard
establishes a single, comprehensive revenue recognition model for all contracts with customers other than those that

are within the scope of other standards, such as financial instruments. The core principle of this new standard is that

revenue recognition should depict the transfer of goods or services in an amount that reflects the consideration

received or expected to be received in exchange for these goods or services. The new standard also provides more
guidance on certain types of transactions and will result in an increase in disclosures related to revenue. This standard

is effective for annual periods beginning on or after January 1, 2018. The Fonds is currently analyzing the impact of

applying this standard.

c) IFRS 16 - Leases
The IASB issued IFRS 16 which sets out the principles for the recognition, measurement, presentation and disclosure of

leases for both lessees and lessors and supersedes IAS 17 Leases. The standard eliminates the current requirement for

lessees to classify leases as either finance leases or operating leases by introducing an accounting model for lessees
that requires recognizing right-of-use assets and lease liabilities on the balance sheet for all leases (subject to limited

exceptions for short-term leases and leases of low value assets). Lessees will afterwards have to recognize in net

income, a depreciation expense for right-of-use assets and interest expense on lease liabilities. IFRS 16 does not

include significant changes to the accounting treatment by lessors. This standard is effective for annual periods

beginning on or after January 1, 2019. The Fonds is currently analyzing the impact of applying this standard.

the compliance of the financial statements. The President and Chief Executive Officer as well as the Executive Vice-President,
Finance, sign a certification for the Audit Committee on the valuation of development capital investments that is filed with the

Autorité des marchés financiers. This certification confirms, in particular, the reasonableness of the aggregate fair value of the
development capital investments portfolio.

2. FAIR VALUE MEASUREMENT OF THE INVESTMENT PROPERTY
The Fonds must make assumptions and use estimates in measuring the fair value of its investment property. These
assumptions include the internal rate of return and the capitalization rate. The investment property is measured based on its
highest and best use. The Fonds uses a firm of independent real estate appraisal experts to determine fair value and approves
the reasonableness of the assumptions used.

3. MEASUREMENT OF THE NET DEFINED BENEFIT LIABILITY
The Fonds must make assumptions for using statistical data and other parameters to measure the net defined benefit liability.
These assumptions include the discount rate for the pension obligation and for calculating the expected return on plan assets,
the expected rate of increase in salaries and the mortality table used. Should the actuarial assumptions be materially different
from the actual data observed subsequently, the plan cost recognized in Other comprehensive income as well as the net
defined benefit liability presented on the Balance Sheet could substantially change.

4. FINANCIAL INSTRUMENT RISKS

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The preparation of financial statements in accordance with IFRS requires using accounting estimates and judgment when applying
certain accounting policies. Changes to certain assumptions may have an impact on the financial statements for the year during
which such changes are made. The Fonds believes that the underlying assumptions are appropriate and that, accordingly, its
financial statements present fairly its financial position and performance. The following paragraphs present an analysis of the
most significant critical accounting estimates and judgments made by the Fonds in preparing its financial statements.

Risks arising from financial instruments are an integral part of the audited financial statements and are discussed in the audited
“Risk management” section of the Management Discussion and Analysis for the Year Ended May 31, 2017, which is available at the
Fonds’ head office, on its website at fondsftq.com or at sedar.com.
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5. ACCOUNTS RECEIVABLE

6. OTHER INVESTMENTS

(in thousands $)

May 31, 2017

May 31, 2016

Accounts receivable relating to development capital investments and other

118,894

148,567

Accrued dividends and interest

investments sold

74,831

63,005

Other

19,909

32,208

213,634

243,780

Accounts receivable maturing in more than twelve months amounts to $43.4 million (May 31, 2016: $35.4 million).

6. OTHER INVESTMENTS
The unaudited Statement of Other Investments is available at the Fonds’ head office, on its website at fondsftq.com or at

sedar.com.

May 31, 2017

(in thousands $)

Listed shares and unlisted units
Bonds
Money market instruments
Derivative financial instruments

appreciation

Unrealized

appreciation

BREAKDOWN BY MATURITY
BONDS

Less than

1 to

5 to

10 to

20 to

30 years

1 year

5 years

10 years

20 years

30 years

and more

Total

Fair value

38,610

889,531

773,634

394,645

525,767

138,012

2,760,199

Cost

38,605

877,591

750,786

356,740

485,645

133,953

2,643,320

Par value

38,560

856,746

730,509

309,558

433,542

129,940

2,498,855

Average effective rate (%)

1.0

1.8

2.5

3.6

3.5

4.2

2.7

Average nominal rate (%)

1.6

2.7

3.0

5.0

4.2

4.4

3.4

(in thousands $)

May 31, 2017

May 31, 2016

May 31, 2016

Unrealized

(CONTINUED)

Fair value

33,314

836,076

739,940

323,403

403,590

138,142

2,474,465

Cost

33,154

824,619

716,321

291,242

370,870

133,516

2,369,722

Par value

33,000

811,757

692,401

246,212

331,341

134,990

2,249,701

Cost

(depreciation)

Fair value

Cost

(depreciation)

Fair value

2,299,106

875,614

3,174,720

2,273,546

537,724

2,811,270

Average effective rate (%)

2.5

1.9

2.6

3.9

3.5

3.8

2.7

2,474,465

Average nominal rate (%)

3.2

2.6

3.2

5.5

4.3

3.7

3.4

2,643,320

116,879

2,760,199

2,369,722

104,743

263,025

306

263,331

287,064

170

287,234

5,205,451

992,799

6,198,250

4,930,332

642,637

5,572,969

-

1,290

1,290

55

617

672

5,205,451

994,089

6,199,540

4,930,387

643,254

5,573,641

Other investments include securities denominated in foreign currencies with a fair value of $2,400.4 million (May 31, 2016:
$2,061.0 million), mainly including $1,440.8 million (May 31, 2016: $1,231.1 million) in U.S. dollars, $249.6 million (May 31, 2016:
$194.3 million) in euros, $233.4 million (May 31, 2016: $194.2 million) in yens and $157.2 million (May 31, 2016: $155.8 million)
in pounds sterling.

MONEY MARKET INSTRUMENTS

Less than
(in thousands $)

Fair value

Average effective rate (%)

6 months

6 months

and more

Total

102,956

158,221

2,154

263,331

137,816

149,418

May 31, 2017
0.7

0.7

0.9

0.7

May 31, 2016
Fair value

Average effective rate (%)
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1 month

0.8

0.7

287,234

0.7
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6. OTHER INVESTMENTS

6. OTHER INVESTMENTS

(CONTINUED)

DERIVATIVE FINANCIAL INSTRUMENTS

BREAKDOWN OF FAIR VALUE BY INDUSTRY SEGMENT

Less than
(in thousands $)

(CONTINUED)

1 month

1 to

6 months

6 months and

more

Total

Consumer

May 31, 2017

Energy

Fair value1
Purchased call options

354

Foreign currency forward contracts
Sales
Interest rate forward contracts

540

(in thousands $)

354

Listed shares and unlisted units

(74)

466

354

820

Purchased call options

1

1

67,952

67,952

87,802

87,802

Bonds
Money market instruments
Fair value

staples

utilities

47,445

625,926

843,592

841,556

64,399

635,751

64,498

36,491

Stock option contracts

Purchased call options

364

364
12

Foreign currency forward contracts
(695)

Interest rate forward contracts

ment

agencies

Total

636,270 407,041

690,325

1,556,613

906,054

3,174,720
1,852,377

2,760,199

149,570

263,331

2,001,947

6,198,250

19,822

19,822

636,270 407,041

690,325

1,576,435

906,054

478,528 253,342

599,602

751,600

728,198

80,202

651,170

55,324

2,001,947 6,218,072

74,308

48,863
19,987

116,190

552,836 322,192

679,804

1,518,960

552,836 322,192

679,804

1,539,384

2,811,270
1,564,598

2,474,465

151,057

287,234

783,522

1,715,655

5,572,969

783,522

1,715,655 5,593,393

20,424

20,424

(695)
148

148

(683)

govern-

1. Funds committed but not disbursed to international infrastructure funds represent other investments that have alread y been agreed to
and for which amounts have been committed by the Fonds but have not been disbursed at the reporting date. Disbursements are
subject to compliance with the agreement’s terms and conditions. These commitments, having a weighted average maturity of 3.8 years
(May 31, 2016: 4.6 years), are denominated in U.S. dollars.

Listed stock index option contracts
12

healthcare

77,270

Funds committed but not disbursed1

Fair value1

Stock index futures

95,729

Money market instruments

Listed shares and unlisted units

May 31, 2016

Sales

trials

cations

services and

Govern-

ments and

May 31, 2016

Foreign currency forward contracts

Purchased put options

540,541 323,105

materials

real estate
and

Funds committed but not disbursed1

Stock option contracts

Interest rate forward contracts

Bonds
Fair value

Notional amount

Sales

consumer

technology,

Financials, telecommuni-

May 31, 2017

540

(74)

and

Indus-

and

Stock option contracts

discretionary

Information

148

364

(171)

Notional amount
Stock option contracts
Purchased call options

1

1

Listed stock index option contracts
Purchased put options

4,270

4,270

Foreign currency forward contracts
Sales

51,091

Interest rate forward contracts
Stock index futures
1.

51,091
66,681

4,639

66,681
4,639

The fair value of instruments with positive values is $1.3 million (May 31, 2016: $0.7 million) and is presented under Other
investments. The fair value of those with negative values is $0.5 million (May 31, 2016: $0.8 million) and is presented under Accounts
payable.
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7. DEVELOPMENT CAPITAL INVESTMENTS

7. DEVELOPMENT CAPITAL INVESTMENTS

The audited Statement of Development Capital Investments, at Cost, is available at the Fonds’ head office, on its website at

fondsftq.com or at sedar.com.

May 31, 2017

May 31, 2016

Unrealized

Unrealized

appreciation

appreciation

(depreciation)

(depreciation)

Fair value

Cost

Fair value

Listed shares

1,025,178

262,006

1,287,184

800,077

153,346

953,423

Unlisted shares and units

3,731,024

1,192,396

4,923,420

3,073,001

978,764

4,051,765

Loans, bonds and advances

1,206,738

19,852

1,226,590

1,512,647

428

1,513,075

Unsecured

Loans

45,217

(6,205)

39,012

40,250

6,008,157

1,468,049

7,476,206

5,425,975

(5,828)
1,126,710

34,422
6,552,685

Development capital investments include securities denominated in foreign currencies, mainly the U.S. dollar, with a fair value of
$521.5 million (May 31, 2016: $456.9 million).
Investment agreements may include clauses providing for conversion and redemption options. Thus, in the normal course of
business, the Fonds may exercise these options and make non-monetary exchanges of financial instruments.
BREAKDOWN BY MATURITY OF LOANS, BONDS AND ADVANCES AT FAIR VALUE

Less than

Unsecured
Average effective rate (%)
Secured
Average effective rate (%)

1 year

1 to

5 years

3,075

168,754

10.3

3.7
25,000
6.5

5 years

and more

Less than

1 year

1 to

5 years

5 years and

more

7,192

149,682

415,154

482,733

8.0

6.8

7.4

6.8

2,262

11,750

12.0

7.2

Average effective rate (%)

140,650

291,643

585,358

495,424

3.7

Secured

7.4

6.8

Average effective rate (%)

0.61

34,422

689,548

1,031,184

Unrealized appreciation (depreciation)
Fair value
Funds committed but not disbursed1

39,012

1,513,075
34,422

consumer

staples

and

utilities

services and

healthcare

Total

1,222,895

2,182,244

882,286

6,008,157

real estate

cations

180,231

366,732

756,031

68,313

1,468,049

1,211,415

1,589,627

2,938,275

950,599

7,476,206

89,842

250,121

141,173

235,424

279,624

996,184

876,132

1,461,536

1,741,211

3,173,699

1,230,223

8,482,801

627,421

1,000,018

1,068,805

1,992,116

737,615

5,425,975

43,345

87,871

312,334

641,148

42,012

1,126,710

670,766

1,087,889

1,381,139

2,633,264

779,627

6,552,685

105,944

180,694

112,582

265,694

342,825

1,007,739

776,710

1,268,583

1,503,810

2,898,958

1,122,452

7,570,513

10,411

10,411

May 31, 2016
Cost
Unrealized appreciation (depreciation)
disbursed1

10,089

10,089

1. Funds committed but not disbursed represent development capital investments that have already been agreed to and for which
amounts have been committed by the Fonds but have not been disbursed at the reporting date. Most of the funds committed but not
disbursed have a maximum maturity date, and the counterparties may call amounts on demand. Disbursements are subject to
compliance with the agreement’s terms and conditions. Of funds committed but not disbursed, an amount of $310.5 million
(May 31, 2016: $253.4 million) represents credit facilities and project financing for operating companies, having a weighted average
maturity of 14 months (May 31, 2016: 18 months) and an amount of $685.7 million (May 31, 2016: $754.3 million) represents
commitments that will be disbursed to investment entities in tranches, having a weighted average maturity of 7.0 years (May 31, 2016:
8.9 years). Commitments amounting to $169.2 million (May 31, 2016: $159.7 million) are denominated in foreign currencies, mainly
the U.S. dollar.
2. Under Section 17 of its Incorporation Act, when the Fonds makes a development capital investment in the form of a guarantee or a
suretyship, it must establish and maintain a reserve equal to at least 50% of the guarantee or suretyship amount for the term thereof.
This reserve is established from Other investments.
GUARANTEES AND SURETYSHIPS

8.6

1. This average rate includes non-interest bearing advances to a wholly-owned company repayable on demand of $271.9 million, and
excluding these advances, the average effective rate would be 8.5%. During the year, these advances have been converted into unlisted
shares.

Based on agreements in effect, principal receipts expected over the next twelve months total $184.5 million (May 31, 2016:
$52.7 million).

The Fonds granted guarantees and suretyships for operating activities and operating lines of credit purposes, without recourse,
that do not generally include a specific maturity and that are irrevocable commitments by the Fonds to make the payments of
partner companies that cannot meet their obligations to third parties. As at May 31, 2017 and 2016, there are no provisions
related to guarantees and suretyships.
As well, in the normal course of business, the Fonds enters into various indemnification agreements, usually related to sales of
development capital investments, for the representations and warranties made as well as to the liability of the Fonds’ directors,
officers or representatives toward partner companies. The latter liability is covered, subject to certain conditions, by liability
insurance. Due to the nature of these agreements, it is impossible to reasonably estimate the maximum amount that the Fonds
may have to pay to counterparties. In management’s opinion, it is highly unlikely that these commitments will result in material
expenses.
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telecommuni-

96,742

Guarantees and suretyships2

Total

1,226,590

Financials,

786,290

Guarantees and suretyships2

May 31, 2016
Unsecured

Cost

Funds committed but not

Fixed rates

Industrials

technology,

discretionary

and

materials

Information

May 31, 2017

Fair value

Variable rates

May 31, 2017

Energy and
(in thousands $)

Secured

(in thousands $)

BREAKDOWN BY INDUSTRY SEGMENT

Consumer

Cost

(in thousands $)

(CONTINUED)
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8. OFFSETTING OF FINANCIAL INSTRUMENTS

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

(CONTINUED)

The Fonds entered into International Swaps & Derivatives Association Inc. (“ISDA”) enforceable master netting arrangements with

the counterparties with which it trades derivative financial instruments over the counter. These master arrangements may make it

(in thousands $)

subject to enforceable master netting arrangements are presented in the financial statements before offsetting. The fair value of

May 31, 2016

possible to apply full netting of over-the-counter derivative financial instrument transactions. Derivative financial instruments
derivative financial instrument assets subject to such arrangements is $0.8 million (May 31, 2016: $0.2 million), and the fair value

Financial assets

For securities sold under repurchase agreements, the Fonds receives from or pledges to the counterparty collateral to manage

Unsecured

of derivative financial instrument liabilities subject to such arrangements is $0.5 million (May 31, 2016: $0.8 million).

credit risk. In the event of default, amounts related to a specific counterparty may be settled on a net basis under the Global
Master Repurchase Agreement. As at May 31, 2017 and 2016, no amount was set off in the Balance Sheet.

making the measurements. This hierarchy has the following levels:

Level 3:

Fair value based on the most representative price within the bid-ask spread observed on active markets for identical

instruments.

Fair value based on quoted prices for similar financial instruments or based on valuation techniques for which all
significant inputs are based on observable market information.

Fair value based on valuation techniques for which all significant inputs are not based on observable market information.

(in thousands $)

Level 1

Level 2

Level 3

Unsecured

1,267,890

19,294

Unlisted shares and units
Loans, bonds and advances

435,488

Loans
1,267,890

Money market instruments
Derivative financial instruments

4,923,420

4,923,420

791,102

1,226,590

39,012

39,012

5,753,534

7,476,206

55,685

3,174,720

Accounts receivable relating to development capital
investments and other investments sold

Securities sold under repurchase agreements

2,760,199

2,760,199

263,331

263,331

1,290
3,119,035

Derivative financial instruments

454,782

3,119,035

Bonds

Financial liabilities
Accounts payable relating to development capital
investments and other investments purchased

4,051,765

4,051,765

446,383

1,066,692

1,513,075

34,422

34,422

446,612

5,152,879

6,552,685

52,310

2,811,270

11,728

2,474,465

Loans
953,194
Other investments

Listed shares and unlisted units

3,024,820
118,894

37,320

2,758,960

Bonds

2,462,737

Money market instruments
Derivative financial instruments

Accounts payable relating to development capital
investments and other investments purchased
Derivative financial instruments
Securities sold under repurchase agreements

953,423

287,234
13

659

2,758,973

2,750,630
148,567

12,787

287,234
672
64,038

5,573,641
148,567
12,787

349,195

349,195

(125,882)

(125,882)

(843)

(843)

(349,195)

(349,195)

1,290
55,685

6,199,540
118,894
37,320

411,145

411,145

(106,008)

(106,008)

(470)

(470)

(411,145)

(411,145)
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229

Financial liabilities

1,287,184

Secured

Cash
Financial instruments related to securities sold under
repurchase agreements

953,194

Unlisted shares and units

Financial instruments related to securities sold under
repurchase agreements

Development capital investments

Listed shares and unlisted units

Listed shares

Cash

Financial assets

Other investments

Total

Development capital investments

Accounts receivable relating to development capital
investments and other investments sold

Total

May 31, 2017

Listed shares

Level 3

Secured

Financial instruments measured at fair value are classified using a hierarchy that reflects the significance of the inputs used in

Level 2:

Level 2

Loans, bonds and advances

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

Level 1:

Level 1
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9. FAIR VALUE OF FINANCIAL INSTRUMENTS

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

(CONTINUED)

The following tables show the reconciliation from beginning balances to ending balances for Level 3 fair values. There were no
transfers between Levels 1 and 2 during the year. Transfers between levels are deemed to occur when the underlying information

OTHER INVESTMENTS

or the prices used in measuring assets and liabilities become more or less dependent on observable market data, as it is
previously mentioned in the determination of Levels 1, 2 and 3 of the fair value hierarchy for the Fonds.

(in thousands $)

Unlisted shares

and units

Fair value as at May 31, 2016

Loans, bonds and advances
Unsecured

Secured

Purchases

Total

Sales and settlements

May 31, 2017

Realized gains (losses)

Fair value as at May 31, 2016

Unrealized gains (losses)

Purchases

Sales and settlements
Realized gains (losses)
Unrealized gains (losses)
Fair value as at May 31, 2017
Unrealized gains (losses) on development capital
investments held as at May 31, 2017

Unlisted units

Bonds

Total

52,310

11,728

64,038

(12,114)

(12,912)

May 31, 2017

DEVELOPMENT CAPITAL INVESTMENTS

(in thousands $)

(CONTINUED)

4,051,765

1,066,692

34,422

860,383

105,835

10,167

(227,002)

(385,190)

24,642

(5,008)

(5,200)

5,152,879
976,385

8,773

(377)

222,028

4,923,420

791,102

39,012

5,753,534

(2,599)

Unrealized gains (losses) on other investments held as at

19,634

213,632

231,072

Fair value as at May 31, 2017

(617,392)

(377)

May 31, 2017

1,852

(798)
36

(54)

2,285

440

2,725

55,685

-

55,685

2,255

-

2,255

Fair value as at May 31, 2015
Purchases

50,907

11,334

62,241

228,096

1,148

(21,991)

May 31, 2016

Realized gains (losses)

18,722

Fair value as at May 31, 2015

Unrealized gains (losses)

Purchases

Sales and settlements
Realized gains (losses)
Unrealized gains (losses)

479,975

(260,098)
6,716
223,430

Transfer of a financial instrument into Level 3
Fair value as at May 31, 2016
Unrealized gains (losses) on development capital
investments held as at May 31, 2016

1,089,597

2,638

196,221

37,750

(244,088)

(138)

8,827
(700)

4,693,977

Fair value as at May 31, 2016

713,946

(504,324)

Unrealized gains (losses) on other investments held as at
May 31, 2016

15,543
(5,828)

16,835¹

(18)

May 31, 2016

Sales and settlements

3,601,742

1,852

1,148

(21,991)
18,722

3,524

394

3,918

52,310

11,728

64,038

3,524

394

3,918

216,902
16,835

4,051,765

1,066,692

34,422

5,152,879

224,868

(396)

(5,828)

218,644

1. The transfer from Level 2 to Level 3 was made as the measurement method is no longer based on observable market inputs.
Purchases as well as sales and settlements may include non-monetary exchanges of financial instruments resulting from
conversions in the normal course of the Fonds’ business.
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9. FAIR VALUE OF FINANCIAL INSTRUMENTS

9. FAIR VALUE OF FINANCIAL INSTRUMENTS

USE OF UNOBSERVABLE INPUTS IN MEASURING LEVEL

(CONTINUED)

3 FINANCIAL INSTRUMENTS

SENSITIVITY OF THE FAIR VALUE OF FINANCIAL INSTRUMENTS CATEGORIZED WITHIN LEVEL

Level 3 financial instruments are measured at fair value using valuation techniques and models that may incorporate assumptions
derived from unobservable market inputs. The following table shows the main techniques and inputs used in measuring the fair
value of financial instruments categorized within Level 3.
Fair value

Main valuation

(in

techniques

thousands $)

Unobservable inputs

Input value ranges

(weighted average)

May 31, 2017
Development capital investments
Unlisted shares and units

878,397

Capitalized cash flows

Capitalization rate

470,833

Discounted cash flows

Required rate of return

284,255

Recent transactions

3,258,200

Adjusted net assets

31,735

Loans, bonds and advances

5.1% - 15.7% (7.9%)

EBITDA margin %1

3.6% - 38.6% (16.1%)

Adjusted net assets

N/A2

Discounted cash flows

20,494

Other

3.5% - 22.6% (10.0%)

that a +/- 0.50% change in the required rate of return would result in a change in fair value that would not be material to net
income and total assets and liabilities.

For unlisted shares and units measured using the capitalized cash flow and the discounted cash flow techniques, using different
Required rate of return

variables related to maintainable EBITDA as well as capitalization and discount rates could result in a material increase or decrease

3.0% - 19.0% (7.0%)

in fair value. Since the assumptions are highly interrelated, a sensitivity analysis that isolates the impact of only one of these
assumptions on the unlisted shares and units portfolio would not represent fairly the sensitivity of the results.

In practice, the Fonds’ qualified valuators determine a range of plausible values for each of the securities being valued and the
mid-range point is generally used for preparing financial statements. Accordingly, for a given investment, the low end of the range
reflects the worst-case scenario, while the high end of the range reflects the best-case scenario. This practice is the most common
method used to estimate the overall financial impact of changing the main assumptions by other reasonably acceptable
assumptions. Since the portfolio is diversified in terms of industries, maturities and sizes, estimating sensitivity to the various
assumptions used by aggregating all the worse-case and best-case scenarios is not reasonable. Using alternative assumptions is
unlikely to result in an undervaluation or overvaluation of all investments. Based on a probabilistic approach, management
determined that using reasonably plausible alternative assumptions would not change fair value significantly.

Other investments
55,685

Manager’s quote

621,909

Capitalized cash flows

Capitalization rate

334,093

Discounted cash flows

Required rate of return

324,981

Recent transactions

May 31, 2016

Development capital investments
Unlisted shares and units

2,611,457

Adjusted net assets

159,325
Loans, bonds and advances

The adjusted net assets, recent transactions and redemption value valuation techniques are not suited for sensitivity analysis as
they use few or no underlying assumptions to determine fair value. The adjusted net assets technique is the most commonly used
of these techniques. In most cases, it is used to determine the fair value of investment fund units. Such fair value is essentially
based on the share in limited partners’ equity appearing in the most recent audited financial statements of these funds, adjusted to
take into account interim results and subsequent transactions carried out up to the valuation date.

Our sensitivity analyses on loans, bonds and advances measured using the discounted cash flow technique lead us to conclude

5,753,534
Unlisted units

5.0% - 15.0% (8.2%)

EBITDA margin %1

4.4% - 39.4% (16.5%)

Adjusted net assets

N/A2

5.0% - 20.3% (9.8%)

10.INVESTMENTS IN SUBSDIARIES AND ASSOCIATES

Other3

Further to its quantitative and qualitative analyses, management determined that the Fonds controls or exercises significant

811,575

Discounted cash flows

Required rate of return

3.0% - 15.0% (7.2%)

271,884

Adjusted net assets

Adjusted net assets

N/A2

17,655

Other

influence over operating companies and investment entities:

May 31, 2017

5,152,879

Number

Other investments
Unlisted units

52,310

Manager’s quote

Bonds

11,728

Other

Subsidiaries

Operating companies
Investment entities

64,038
1.

3

Sensitivity analyses have been performed for financial instruments measured using the capitalized cash flow and the discounted
cash flow techniques, for which the judgment of the Fonds’ qualified valuator is significantly important in determining fair value.

The Fonds uses to a lesser extent other valuation techniques that rely on the valuator’s judgment and use certain assumptions,
namely the expected transaction value, liquidation value and bid value techniques. As these techniques are used to measure
financial instruments having an aggregate fair value of $31.6 million as at May 31, 2017 (May 31, 2016: $116.7 million),
management believes that it is not relevant to perform sensitivity analyses for these valuation techniques.

Other3

809,620

(CONTINUED)

As a result of the high variety in sizes of the companies in the portfolio, maintainable flows are presented as a percentage of
earnings before interest, taxes, depreciation and amortization (EBITDA) over sales.

2.

Since the nature and size of adjustments to net assets vary greatly between investments, no input range is presented for
adjusted net assets.

3.

Other valuation techniques include the expected transaction value, redemption value, liquidation value and bid value
techniques.

Associates

Operating companies
Investment entities

May 31, 2016
Fair value

(in thousands $)

Fair value

Number

(in thousands $)

17

1,229,070

19

1,245,114

76

1,017,620

63

863,408

12

27

1,268,052

395,201

12

28

1,027,752

340,784

The principal place of business of the majority of subsidiaries and associates is in Québec. Subsidiaries are entities that the Fonds

controls when it has power over the entity, exposure or rights to variable returns from its involvement with the entity and the
ability to affect such returns as a result of its power over the entity. Generally, the proportion of ownership interests held by the
Fonds is greater than 50% for subsidiaries and between 20% and 49% for associates.
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12.OTHER ASSETS

(CONTINUED)

Interests in the share capital of operating companies are in the form of common shares, while interests in investment entities are

in the form of units. In certain circumstances, some conditions could restrict the ability of a subsidiary to transfer amounts to the

Fonds: for instance, compliance with certain ratios or approval of a payment by another financial institution or other shareholders.

However, the Fonds considers that there are no significant restrictions to these transfers, except for one subsidiary operating in
the insurance industry. In that case, laws and regulations do not allow the Fonds to receive dividends, redeem its shares or obtain

repayment of its loans without approval by the Autorité des marchés financiers.

When the Fonds controls an investment entity, it must also take into account in its scope of subsidiaries and associates those of

(CONTINUED)

1. INVESTMENT PROPERTY (CONTINUED)
UNOBSERVABLE INPUTS

The investment property measured at fair value is an asset categorized within Level 3 of the fair value hierarchy, as significant

unobservable inputs are used in the valuation techniques applied. Main unobservable inputs used in measuring the investment
property are as follows:

Fair value

that investment entity. Accordingly, as at May 31, 2017, the Fonds indirectly had 85 additional subsidiaries and 173 additional
associates under this criterion (May 31, 2016: 85 subsidiaries and 147 associates).

(in thousands $)

Valuation techniques

Unobservable inputs

Input value

29,374

Discounted cash flows

Internal rate of return

7.25%

30,375

Discounted cash flows

Internal rate of return

7.25%

May 31, 2017

Investment property

11.SECURITIES LENDING
As part of the securities lending program, the Fonds receives, in exchange for the securities loaned, guarantees or assets, mainly
government and corporate bonds, equivalent to the minimum percentage prescribed by any applicable law or agreement or to a

percentage that may vary according to best practices. Depending on the securities loaned, this percentage is at least 102% as at

May 31, 2016

Investment property

May 31, 2017 and 2016. The fair value of the securities loaned is $728.3 million (May 31, 2016: $563.9 million).

6.50%

Capitalization rate

6.50%

2. PROPERTY AND EQUIPMENT

12.OTHER ASSETS
(in thousands $)

Capitalization rate

Notes

Income taxes

May 31, 2017

May 31, 2016

979

-

(in thousands $)

Buildings

Office furniture

and equipment

Computer

hardware

Total

May 31, 2017

Investment property

12.1

29,374

30,375

Property and equipment

12.2

40,955

44,061

Cost

42,560

12,330

18,831

73,721

Intangible assets

12.3

5,553

5,564

Accumulated depreciation

(7,075)

(10,157)

(15,534)

(32,766)

21

898

2,432

Net carrying amount

35,485

2,173

3,297

40,955

77,759

82,432

38,521

2,338

3,202

44,061

326

1,638

1,964

Deferred incomes taxes

1. INVESTMENT PROPERTY

Change during the year

The investment property held by the Fonds comprises rental space. The following table presents the changes in the fair value

of the investment property for the years ended May 31:

2017

2016

Balance at beginning of year

30,375

31,376

Change in fair value recognized in net income

(1,001)

(1,376)

Balance at end of year

29,374

30,375

(in thousands $)

Increase in rental space

-

375

Net carrying amount as at May 31, 2016
Acquisitions
Disposals

(3,036)

(491)

(1,543)

(5,070)

Net carrying amount as at May 31, 2017

35,485

2,173

3,297

40,955

Cost

42,560

12,004

17,461

72,025

Accumulated depreciation

(4,039)

(9,666)

(14,259)

(27,964)

Net carrying amount

38,521

2,338

3,202

44,061

39,918

2,841

3,766

46,525

360

114

1,181

1,655

(375)

-

May 31, 2016

Change during the year
Net carrying amount as at May 31, 2015
Acquisitions
Disposals

(110)

(485)

Depreciation

(1,382)

(617)

(1,635)

(3,634)

Net carrying amount as at May 31, 2016

38,521

2,338

3,202

44,061

As at May 31, 2017 and 2016, no item of property and equipment was impaired. In addition, as at May 31, 2017 and 2016, the
Fonds had no significant contractual commitment for the acquisition of property and equipment. The depreciation expense is
presented under Corporate in Total operating expenses in the Statements of Comprehensive Income.
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(CONTINUED)

1. SHARE CAPITAL

3. INTANGIBLE ASSETS

a) Authorized

Information system development
(in thousands $)

May 31, 2017

Cost
Accumulated amortization
Net carrying amount

May 31, 2016

i)

32,136

28,952

(26,583)

(23,388)

5,553

5,564

Net carrying amount at beginning

5,564

6,467

Acquisitions

3,184

2,394

Class A shares, Series 1 and 2 can be exchanged for shares of another series and rank pari passu. However, Class
A share, Series 1 may be issued only to an individual requesting their transfer to a trustee under a registered
retirement savings plan.

Change during the year

ii) Class B shares

Amortization

(3,195)

(3,297)

Net carrying amount at the end

5,553

5,564

Unlimited number of Class B shares, without par value, non-voting, entitled to a preferential dividend at the rate
determined by the Board of Directors. In the event of liquidation, the Class B shares rank prior to Class A shares.
b) Subscribed
Subscribed capital represents money received for which no Class A share can be issued in consideration thereof
pursuant to laws, policies or regulations. If applicable, these Class A shares will be issued when such laws, policies or
regulations are complied with at the share value in effect at that date.

As at May 31, 2017 and 2016, no intangible asset was impaired. In addition, as at May 31, 2017 and 2016, the Fonds had no
significant contractual commitment for the acquisition of intangible assets. The amortization expense is presented under
Corporate in Total operating expenses in the Statements of Comprehensive Income.
c)

13.NOTES
The notes, which arise from excess liquidities of regional, local and real estate funds and of certain other specialized funds, are
repayable on demand and bear interest at a rate based on the expected average long-term rate of return of Other investments. As
at May 31, 2017 and 2016, the interest rate is 4%.

Redemption terms
The Fonds is required to redeem shares in the circumstances set out in its Incorporation Act or to redeem them by
mutual agreement in exceptional situations provided under a policy for such purpose adopted by the Fonds’ Board of
Directors and approved by the Minister of Finance of Québec. The redemption price is determined semi-annually based
on the value of the Fonds.

d) Contributed surplus

14.CREDIT FACILITY
As at May 31, 2017 and 2016, the Fonds has a line of credit of $60 million bearing interest at prime rate and renewable annually.
The line of credit was not used during the year ended May 31, 2017 and 2016.

15.ACCOUNTS PAYABLE

Contributed surplus arises from the reduction in issued and paid-up capital resulting from transfers and the excess of
the average value of share capital over the redemption price. This excess is reduced when shares are redeemed at a
price exceeding the average value of issued share capital, pro rata to the redeemed shares.
e) Transfers

(in thousands $)

Accounts payable relating to development capital investments and other
investments purchased

Accrued expenses and other
Derivative financial instruments

May 31, 2017

May 31, 2016

During the year, the Board of Directors approved an increase in the issued and paid-up capital on Class A shares,
Series 1 of $65 million through transfers from retained earnings (May 31, 2016: $115 million).

106,008

125,882

45,009

45,582

470

843

As at May 31, 2017, the Fonds had, since its incorporation, transferred the following cumulative amounts:
$2,162 million from retained earnings to share capital, $1,500 million from share capital to contributed surplus and
$291 million from contributed surplus to retained earnings.

151,487

172,307

2. NET INCOME PER CLASS A SHARE
Net income per share is based on the weighted average number of Class A shares, which was 341,456,807 (May 31, 2016:
336,355,483).

16.OTHER LIABILITIES
(in thousands $)

Class A shares
Unlimited number of Class A shares to be issued in Series 1 and 2, without par value, voting, redeemable and
inalienable unless approved by a resolution of the Board of Directors.

Notes

Share redemptions payable
Income taxes

May 31, 2017

May 31, 2016

25,828

23,109

3,299

3,995

Net defined benefit liability

22

72,379

69,168

Deferred income taxes

21

5,045

9,433

106,551

105,705
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(CONTINUED)

In the normal course of business, the Fonds is party to claims and litigations that could result in losses. A contingent loss is
recognized when it is likely and can be estimated. Management believes that the aggregate amount of other contingent losses
would not have a material adverse effect on the Fonds’ financial position.

3. NET ASSETS – CLASS A
Series 1
(in thousands)

Subscribed

Total

Number

$

Number

Series 2
$

$

$

335,008

11,633,662

3,312

115,011

885

11,749,558

20.TOTAL OPERATING EXPENSES

May 31, 2017
Net assets as at May 31, 2016
Net income

1,070,753

Other comprehensive income
Share issues

Net change in share subscriptions
Share redemptions

Change in outstanding redemptions
Net assets as at May 31, 2017

3,770
25,013
(17,134)
(93)

886,806
(606,586)

(4,643)

374
(216)

10,839

1,081,592

38

3,808

13,179

899,985

(7,624)

277

277

(614 210)
(4,643)

342,794

12,983,762

3,470

131,443

1,162

13,116,367

331,878

11,037,998

3,319

110,378

1,312

11,149,688

May 31, 2016
Net assets as at May 31, 2015
Net income

Other comprehensive income

507,474
(14,448)

5,096

(143)

Share issues

22,961

764,816

292

9,657

Share redemptions

(20,064)

(668,343)

(299)

(9,977)

Net change in share subscriptions
Change in outstanding redemptions
Net assets as at May 31, 2016

233

335,008

6,165

11,633,662

3,312

115,011

512,570
(14,591)

(427)

May 31, 2016

97,102

88,711

Advertising and information

20,759

19,252

Professional fees

11,520

11,079

Occupancy expenses and rent

11,465

11,345

Management fees

8,065

5,820

Stationery and office supplies

6,702

5,667

Travel and entertainment

3,672

3,467

Shareholder reporting costs

3,203

3,178

Custodial fees and trustee’s fees
Depreciation of property and equipment
Amortization of intangible assets

774,473

(427)

(678,320)
6,165

885

May 31, 2017

Salaries and benefits

(in thousands $)

11,749,558

18.CAPITAL DISCLOSURES

954

950

5,070

3,634

3,195

3,297

171,707

156,400

21.INCOME TAXES
For purposes of the Income Tax Act (Canada), the Fonds is subject to the rules applicable to mutual fund corporations. As such,
the Fonds can receive a refund of the income taxes paid on its capital gains by redeeming its shares or by increasing its issued
and paid-up capital through transfers. Since these income taxes are refundable and that, in management’s opinion, the issued
and paid-up share capital will be increased sufficiently to recover them, these income taxes are not presented in the Statements
of Comprehensive Income, but are presented as a deduction from income taxes payable.

The Fonds collects capital to make development capital investments in keeping with its mission, while maintaining the liquidities
required to satisfy the share redemption requests submitted by shareholders and meet its commitments. The Fonds’ policy is to
reinvest all income generated by its operations, and it does not expect to pay dividends to its shareholders. The Fonds is not
subject to externally imposed capital requirements other than those governing share issues and redemptions.

The Fonds, as a private company under the Income Tax Act (Canada), can receive a refund of a portion of the income taxes paid
on its investment income through the refundable dividend tax on hand (RDTOH). The RDTOH is recoverable by increasing the
issued and paid-up share capital through a transfer from retained earnings. This tax was applied against income taxes payable
following transfers approved by the Board of Directors during the year.

1. EXTERNALLY IMPOSED REQUIREMENTS GOVERNING SHARE ISSUES

Under the Taxation Act (Québec), the Fonds is an open-ended investment company. As such, the Fonds can, in calculating its
Québec taxes, deduct taxable capital gains from its taxable income. Consequently, capital gains realized by the Fonds are not
subject to taxes in Québec.

Investment rule
The Fonds may make development capital investments in any business enterprise with or without security. However, at the end
of each financial year, qualified development capital investments must meet the investment rule minimum threshold as
prescribed by the Fonds’ Incorporation Act. As at May 31, 2017, the minimum threshold is 62% (May 31, 2016: 61%). The
investment rule threshold is gradually raised (by 1% per year starting with the financial year ending May 31, 2016) to 65% in
financial year ended May 31, 2020.
If the Fonds fails to reach this threshold, the share issues giving rise to labour-sponsored fund tax credits for the following
financial year are limited to a prescribed percentage of the total value of shares in the preceding financial year, except for
shares acquired through payroll deductions and employer contributions stipulated in agreements concluded at the end of the
preceding financial year. The percentage under the investment rule was 65.7% as at May 31, 2017 (May 31, 2016: 65.4%).
Since the investment rule minimum threshold was reached as at May 31, 2017, the amount of share issues giving rise to
labour-sponsored fund tax credits for the financial year ending May 31, 2018 will not be limited.

2. EXTERNALLY IMPOSED REQUIREMENTS GOVERNING SHARE REDEMPTIONS
The Taxation Act (Québec) provides for the payment of a penalty by the Fonds when the total amount paid for purchases by
mutual agreement made during a financial year exceeds 2% of paid-up capital, with certain criteria for purchases by mutual
agreement being excluded from the calculation. Since this provision has been in effect, the Fonds has always complied with
this limit.
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22.POST-EMPLOYMENT BENEFITS

(CONTINUED)

Income taxes on income before income taxes are detailed as follows:
May 31, 2017

May 31, 2016

Current

19,576

14,515

Deferred

(3,776)

7,585

15,800

22,100

(in thousands $)

The above income taxes are different from the amounts that would be obtained by applying the combined basic tax rate (Québec

and federal) to income before income taxes. The difference is explained as follows:

May 31, 2017

May 31, 2016

1,097,392

534,670

50.5%

48.2%

Income taxes

554,183

257,711

Non-taxable dividends and distributions

(91,919)

(71,566)

Refundable dividend tax on hand

(23,793)

(39,362)

(in thousands $)

Income before income taxes
Tax rate to which the Fonds is subject

Realized and unrealized capital gains (losses)
Non-taxable portion and federal rate difference

(259,953)

(71 958)

Refundable federal tax

(112,202)

(35,625)

(50,387)

(15 141)

(129)

(1,959)

15,800

22,100

Québec tax deduction
Other items

May 31, 2017
Development capital investments

(4,287)

(8,304)

(2,309)

(12,362)

Investment property

(1,154)

(922)

(1,074)

(875)

Property and equipment and intangible assets

(1,764)

(1,456)

(2,119)

(1,713)

8,324

5,790

7,954

5,533

898

Liabilities

Assets

Assets

(221)

1. DEFINED BENEFIT PENSION PLANS
The defined benefits from these pension plans are based on the number of years of service and the average annual salary,
which is the highest annualized average salary for 36 consecutive months of service. The Fonds is responsible for these plans.
The Fonds set up retirement committees to manage the plans, and these committees engaged independent investment
managers, actuaries and trustees to obtain professional services.
Changes in the defined benefit obligation and the fair value of plan assets during the year are as follows:
May 31, 2017
Fair value

Net defined

Present value

Fair value

Net defined

obligation

assets

liability

obligation

assets

liability

of pension

(in thousands $)

Balance at beginning of year

(298,460)

Current service cost

(16,440)

Interest

(11,899)

Interest income
Impact on net income

May 31, 2016

Present value

(28,339)

Return on plan assets, excluding

May 31, 2016

(in thousands $)

Other

The defined benefit obligation of these plans, as measured by independent actuaries, and the fair value of plan assets are
determined as at May 31, 2017.

of plan

234,291

benefit

of pension

(64,169)

(257,112)

(16,440)

(14,513)

(11,899)

(11,016)

8,931

8,931

8,931

(19,408)

19,309

19,309

(25,529)

of plan

217,302

benefit

(39,810)
(14,513)
(11,016)

8,848

8,848

8,848

(16,681)

(4,691)

(4,691)

Remeasurements

Items giving rise to deferred income tax assets (liabilities) are as follows:

Net defined benefit liability

On January 1, 2001, the Fonds implemented funded and unfunded defined benefit pension plans, which guarantee pension
benefits to most of its employees. Also, since July 1, 2003, the Fonds has had an optional personal insurance plan for retired
employees.

(153)
(5,045)

(20)
2,432

Liabilities

(16)
(9,433)

interest income

Gain (loss) arising from changes
in financial assumptions

(14,380)

(14,380)

Experience gain (loss)
Impact on other comprehensive
income

(14,380)

19,309

4,929

11,706

11,706

(5,443)

5,443

-

4,907

(4,907)

-

(536)

12,242

(341,715)

274,773

Fonds contributions
Employees contributions
Benefits paid
Balance at end of year

(11,361)

(11,361)

(1,055)

(1,055)

(12,416)

(4,691)

(17,107)

9,429

9,429

(8,753)

8,753

-

5,350

(5,350)

-

11,706

(3,403)

12,832

9,429

(66,942)

(298,460)

234,291

(64,169)

As at May 31, 2017, the weighted average duration of the defined benefit obligation for defined benefit pension plans is
18.3 years (May 31, 2016: 17.9 years). During the next twelve months, the Fonds expects to contribute approximately
$11.9 million to these defined benefit pension plans.
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(CONTINUED)

2. POST-EMPLOYMENT MEDICAL PLANS

4. SENSITIVITY ANALYSES

The Fonds offers post-employment medical plans that cover hospital and medication costs for eligible retirees. These plans
are unfunded. Changes in the defined benefit obligation, which is equal to the defined benefit liability, during the year are as
follows:
May 31, 2017

May 31, 2016

The sensitivity analyses for the defined benefit obligation were prepared based on reasonably possible changes in each
significant actuarial assumption, without considering the impact of simultaneous changes in several significant actuarial
assumptions. Any change in an actuarial assumption may result in a change in another actuarial assumption, which could
amplify or reduce the impact of changes in such assumptions on the present value of the defined benefit obligation. Actual
results could differ from these estimates.
Impact on the defined benefit obligation as at May 31, 2017
Increase in assumption
Decrease in assumption

Present value of obligation and net defined benefit

(in thousands $)

liability

Balance at beginning of year
Current service cost

(4,999)

(3,188)

(182)

(124)

(192)

(139)

(374)

(890)

Past service cost

(627)

Interest
Impact on net income

Discount rate
Rate of increase in salaries
Life expectancy

Gain (loss) arising from changes in demographic assumptions

(986)

Gain (loss) arising from changes in financial assumptions

(199)

(139)

Experience gain (loss)

106

Impact on other comprehensive income

(199)

Benefits paid

(1,019)

135

Balance at end of year

98

(5,437)

(4,999)

As at May 31, 2017, the weighted average duration of the defined benefit obligation for post-employment medical plans is

15.4 years (May 31, 2016: 15.1 years). During the next twelve months, the Fonds expects to contribute approximately

$0.1 million to these post-employment medical plans.

3. SIGNIFICANT ACTUARIAL ASSUMPTIONS
The significant actuarial assumptions used to measure the Fonds’ defined benefit obligation and the costs recognized for the
plans are as follows:
May 31, 2017

May 31, 2016

Pension plans

Medical plans

Pension plans

Medical plans

3.50

3.50

3.75

3.75

CPM 2014

CPM 2014

Defined benefit obligation

Rate at end of year
Discount rate
Rate of increase in salaries
Mortality table

3.50
CPM 2014

3.50
CPM 2014

Defined benefit costs recognized
Discount rate

3.75

Rate of increase in salaries

3.50

(impact in thousands $)

(25,300)
7,009
7,056

Discount rate

Rate of increase in salaries
Life expectancy

Change in
assumption

(impact in thousands $)

0.50%
1 year

6,198
6,170

0.50%

28,808
(6,972)
(7,043)

(impact in thousands $)

(23,792)

27,192
(6,176)
(6,174)

5. COMPOSITION OF PENSION PLAN ASSETS
Funded plan assets are held in trust and their breakdown is as follows:
May 31, 2017

May 31, 2016

Equity mutual funds

62.3

62.2

Bond mutual funds

37.3

37.4

0.4

0.4

100.0

100.0

(in %)

Cash and other

6. EXPOSURE TO ACTUARIAL RISKS
As a result of its defined benefit plans, the Fonds is exposed to certain risks, the most significant of which are described
below.
a)

Interest rate risk

A decrease in fixed-rate bond interest rates, which would decrease the discount rate used, would increase the present
value of the defined benefit obligation. This increase would however be partially offset by an increase in the value of plan
assets.
b) Longevity and rate of increase in salaries risk
As the majority of the plan obligations relate to the payment of benefits over the retiree’s lifetime, an increase in life
expectancy would increase the plan liability. Likewise, an increase in the rate of increase in the participants’ salaries
would increase the plan liability.

CPM 2014

3.75

4.00

3.75

3.50
CPM 2014

CPM 2014

CPM 2014

(in thousands $)
Actuarial gain (loss) arising from post-employment benefits
Deferred income taxes

May 31, 2017

May 31, 2016

4,730

(18,126)

(922)
3,808

The Fonds set the maximum annual amount it will assume per retiree under the insurance plan and does not expect any
increases in that amount in the future.
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(impact in thousands $)

0.50%
0.50%
1 year

7. REMEASUREMENT OF THE NET DEFINED BENEFIT LIABILITY

Rate at end of previous year

Mortality table

Change in
assumption

Impact on the defined benefit obligation as at May 31, 2016
Increase in assumption
Decrease in assumption

Remeasurements

(in %)

(CONTINUED)

3,535
(14,591)
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23.RELATED PARTY TRANSACTIONS

1. TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL

(CONTINUED)

3. OTHER TRANSACTIONS

The Fonds’ key management personnel comprise the members of the Board of Directors and the members of the Management
Committee. The following table presents the Fonds’ key management personnel compensation:
May 31, 2017

May 31, 2016

Salaries and short-term benefits

2,686

3,000

Post-employment benefits

1,537

1,364

1,220

1,244

5,443

5,608

(in thousands $)

Directors’ remuneration and fees

In the normal course of business, the Fonds conducts transactions with related companies that it either controls or over which
it has significant influence. Many of the development capital investments are of such an amount and nature that the investee is
considered a related party. The number of investments in subsidiaries and associates is presented in Note 10. The following
table details the transactions carried out with all the subsidiaries and associates of the Fonds during the year and presents the
end-of-year balances appearing on the Balance Sheet.
May 31, 2017
Subsi-

diaries

Transactions

May 31, 2016
Subsi-

Associates

Total

diaries

Associates

The Fonds granted a non-interest bearing loan of $5 million with a fair value of $3.4 million (May 31, 2016: $3.4 million) to
Fiducie Montréal inc., which is considered related to the Fonds because the Fonds appoints some of its directors.

24.ADDITIONAL INFORMATION
The audited Statement of Development Capital Investments, at Cost , the unaudited Relevé des autres investissements and the

unaudited Index of the Share of the Fonds in Investments Made by the Specialized Funds, at Cost are available at the Fonds’ head
office, on its website at fondsftq.com or at sedar.com.

Total

Interest

10,247

8,792

19,039

9,922

9,749

19,671

Dividends and distributions

21,892

33,551

55,443

18,027

27,425

45,452

3,238

1,463

4,701

3,052

1,177

4,229

Interest expense on notes

19,312

1,012

20,324

16,836

791

17,627

Total operating expenses

5,880

2,895

8,775

5,489

1,364

6,853

Increase on notes

421,436

4,740

426,176

292,591

3,780

296,371

Repayment of notes

253,649

775

254,424

289,955

810

290,765

217,052

218,382

435,434

146,022

167,805

313,827

68,850

52,071

120,921

39,352

50,851

90,203

1,811,363

1,087,269

2,898,632

1,678,857

964,860

2,643,717

4,563

4,297

8,860

4,843

3,577

8,420

258

91

349

103

150

253

602,732

26,890

629,622

415,633

21,913

437,546

121,005

234,762

355,767

130,964

237,744

368,708

Rental, fee and other income

The Fonds granted non-interest bearing loans of $15 million with a fair value of $11.5 million (May 31, 2016: $11.7 million) to
the Fonds étudiant solidarité travail du Québec (FESTQ), which are considered related to the Fonds because the Fonds appoints
some of their directors together with the Government of Québec.

These loans are presented under Accounts receivable on the Balance Sheet.

2. TRANSACTIONS WITH RELATED PARTIES INCLUDED IN DEVELOPMENT CAPITAL INVESTMENTS

(in thousands $)

The Fonds, of which directors are elected by the Fédération des travailleurs et travailleuses du Québec (FTQ), agreed to pay
$2.8 million to the FTQ for the year ended May 31, 2017 (May 31, 2016: $2.4 million) under an agreement that calls for
compensation to be paid for services rendered in respect of economic training, shareholder development, attendance at the
Fonds’ governing bodies and support and guidance of certain activities. These transactions are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.

Disbursements for development capital
investments

Receipts on development capital investments
Balances
Development capital investments, at cost
Accounts receivable
Accounts payable
Notes
Other information
Funds committed but not disbursed

The Fonds engaged two of its associates to manage portfolios with assets totalling $764.9 million (May 31, 2016:
$678.0 million). In addition, the Fonds engaged one of these associates to temporarily manage assets amounting to
$2,075.6 million (May 31, 2016: nil).
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The Management Committee

The Board of Directors

1

2

4

GAÉTAN MORIN A, C
President and Chief Executive Officer

2 NORMAND CHOUINARD J, L
Executive Vice-President, Investments
3 CHANTAL DORÉ
Vice-President, Information Technology,
Project Management and Administration
4 GEOFFREY BAINBRIDGE
Vice-President, Human Resources

5 DENIS LECLERC
Executive Vice-President, Savings Market Development,
and President of SÉCURIFONDS Inc.
6 SYLVAIN PARÉ
Executive Vice-President, Finance

118

7

8

9

10

11

12

13

14

15

16

17

18

19

LOUISE CHABOT
President, Centrale des syndicats
du Québec (CSQ)

2

RICHARD BELHUMEUR G
President, Québec Service Employees
Union (QSEU), Local 298, and
Vice-President, FTQ

7

ANOUK COLLET I
Executive Assistant to the National
President of the United Food and
Commercial Workers International
Union (UFCW), and Vice-President, FTQ

3

5

LABOUR AND SOCIAL DELEGATES, WORKPLACE HEALTH AND SECURITY OFFICIALS,
AND LOCAL REPRESENTATIVES

A Member of the Executive Committee
C Member of the Financial Assets Management Committee
J Member of the Fonds immobilier de solidarité FTQ II, s.e.c. Advisory Committee
and of the Fonds immobilier de solidarité FTQ inc. Board of Directors
L Member of the Fonds régionaux de solidarité FTQ s.e.c. Advisory Committee

6

6

7 MARIO TREMBLAY
Vice-President, Public and Corporate Affairs,
Corporate Secretary, and Chief Compliance Officer

As at May 31, 2017

Lucie Hamiaux
Gaétan Hudon
Diane Lacharité
Mathieu Larocque
Patricia Larocque
Youssef Lemgendez
Jean Martel
Lyne Paquin

5

CHRISTINE BEAUBIEN A, B, E, G, I
President of Groupe BSC and
Corporate Director

The Union
Guillaume Benoît
Louise Bergeron
Cédric Brabant
Tania D’Anjou
Richard Garneau
Mélanie Gauthier
André Godin
Jacques Grégoire

4

1

4

Daniel Champagne, Chair
Marie-Claude Rouleau,
Executive Vice-Chair
Guillaume Lemire,
Second Vice-Chair
Nathalie Garcia, Treasurer
Samia Aklil, Secretary
Peyman Eslami, Advisor

3

6

7

EXECUTIVE COMMITTEE

2

3

5

1

1

Robert Paradis
Marie-Noëlle Perrier
Michel Sabourin
Sylvain Tellier

A
B
C
D
E
F
G
H

DENIS BOLDUC
President, Canadian Union of Public
Employees (CUPE), Québec, and
Vice-President, FTQ
DANIEL BOYER A, E, F, G, K
President, Fédération des travailleurs
et travailleuses du Québec (FTQ),
and First Vice-President of the Board of
Directors, Fonds de solidarité FTQ
SERGE CADIEUX A, E, F, J, K, L, M
General Secretary, Fédération
des travailleurs et travailleuses
du Québec (FTQ), and
Third Vice-President of the Board
of Directors, Fonds de solidarité FTQ

Member
Member
Member
Member
Member
Member
Member
Member

of
of
of
of
of
of
of
of

the
the
the
the
the
the
the
the

8

MICHÈLE COLPRON B, C, E, G, K
Corporate Director

9

ALAIN CROTEAU H
Québec Director, United Steelworkers,
and Vice-President, FTQ

10 RENAUD GAGNÉ J
Québec Director, Unifor, and
Vice-President, FTQ
11 DENIS LABRÈCHE B, D, G, J, K
Corporate Director

Executive Committee
Audit Committee
Financial Assets Management Committee
Valuation Committee
Governance and Ethics Committee
Human Resources Committee
Investment Committee – Traditional Sector
Investment Committee – Mining Sector

12 KATERI LEFEBVRE
Executive Director of the Syndicat
des employées et employés
professionnels-les et de bureau
(SEPB-Québec), and
Vice-President, FTQ
13 GAÉTAN MORIN A, C
President and Chief Executive Officer,
Fonds de solidarité FTQ
14 YVES OUELLET
General Manager, FTQ-Construction,
and First Vice-President, FTQ

17 JEAN-CLAUDE SCRAIRE A, E, H, J, K
Corporate Director
18 CLAUDE SÉGUIN B, C, E, F
Advisor to the Executive Chairman
of the Board of Directors of
CGI Group Inc., and Corporate Director
19 PIERRE-MAURICE VACHON A, F, G, H, L, M
Corporate Director and Second
Vice-President of the Board of
Directors, Fonds de solidarité FTQ

15 ROBERT PARIZEAU A, E, F
Corporate Director and Chairman
of the Board of Directors, Fonds de
solidarité FTQ
16 MAGALI PICARD I
Regional Executive Vice-President,
Québec Region, Public Service
Alliance of Canada (PSAC), and
Vice-President, FTQ

I
J

Member of the Investment Committee – New Economy
Member of the Fonds immobilier de solidarité FTQ II, s.e.c. Advisory Committee
and of the Fonds immobilier de solidarité FTQ inc. Board of Directors.
K Member of the Integrated Risk Management Committee
L Member of the Fonds régionaux de solidarité FTQ s.e.c. Advisory Committee
M Member of the Fonds locaux de solidarité FTQ s.e.c. Advisory Committee (only members appointed
by the Fonds de solidarité FTQ, on their own or jointly, are indicated in this list)
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Members of our Boards and Committees who
are independent from the Fonds and the FTQ

The governing bodies of the
Fonds de solidarité FTQ

As at July 14, 2017

As at July 14, 2017

In addition to the Board of Directors and the Executive Committee, the Fonds has the following
governing bodies:

1

2

9

3

10

11

4

5

12

13

6

14

7

15

8

16

GOVERNANCE AND ETHICS
COMMITTEE

INVESTMENT COMMITTEE –
NEW ECONOMY 1

Robert Parizeau, Chair 2
Christine Beaubien2
Daniel Boyer
Serge Cadieux
Michèle Colpron2
Jean-Claude Scraire2
Claude Séguin2

Christine Beaubien, Chair2
Magali Picard
Anouk Collet
Chantal Laberge2
Hubert Manseau2
André Monette2
Josée Morin2
Michelle Savoie2
Jacques Simard2

HUMAN RESOURCES COMMITTEE
Robert Parizeau, Chair2
Daniel Boyer
Serge Cadieux
Claude Séguin2
Pierre-Maurice Vachon2

AUDIT COMMITTEE
17

18

19

20

21

22

23

24

Denis Labrèche, Chair2
Christine Beaubien2
Michèle Colpron2
Claude Séguin2

VALUATION COMMITTEE
Denis Labrèche, Chair2
Marc-André Girard2
Pierre Maillé2
Michel Nadeau2
25

1

CHRISTINE BEAUBIEN A, B, E, G, I
President of Groupe BSC and
Corporate Director

2

27

26

9

28

MARIO LAVALLÉE C
Professor, Finance Department,
Faculty of Administration,
Université de Sherbrooke

LYNE BOUCHARD K
Associate Professor,
Faculty of Business Administration,
Université Laval

10 DENIS LESSARD L
President and Chief Executive Officer,
A & R Belley Inc.

MICHÈLE COLPRON B, C, E, G, K
Corporate Director

11 MICHEL M. LESSARD G, J
Corporate Director

4

MARCEL GAGNON G
Corporate Director

12 PIERRE MAILLÉ D
Consultant, PwC Canada

5

MARC-ANDRÉ GIRARD D
Partner, KPMG LLP

13 HUBERT MANSEAU I
Corporate Director

CHANTAL LABERGE I
Corporate Director and
Management Consultant

14 ANDRÉ MONETTE I, J
Management Consultant

3

6

7

DENIS LABRÈCHE B, D, G, J, K
Corporate Director

8

DENIS LANDRY
Financing Advisor to mining companies

A
B
C
D
E
F
G
H

H

Member
Member
Member
Member
Member
Member
Member
Member
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15 JOSÉE MORIN I
Corporate Director and Consultant
16 MICHEL NADEAU D
Executive Director, Institute for
Governance of Private and Public
Organizations (IGPPO)

Executive Committee
Audit Committee
Financial Assets Management Committee
Valuation Committee
Governance and Ethics Committee
Human Resources Committee
Investment Committee – Traditional Sector
Investment Committee – Mining Sector

29

30

31

17 MARIE HÉLÈNE NOISEUX C
Full Professor, School of Management,
Université du Québec à Montréal

25 JULIE SALVAIL J
Director, Legal Affairs, McMahon
Distributeur Pharmaceutique inc.

18 CLAUDE NORMANDEAU J
Real Estate Consultant and
Corporate Director

26 MICHELLE SAVOIE I
Corporate Director

19 MARTINE PAIEMENT L
Corporate Director
20 ROBERT PARIZEAU A, E, F
Corporate Director and Chairman
of the Board of Directors, Fonds de
solidarité FTQ
21 LOUISE PELLERIN-LACASSE K
Risk Management Specialist
22 JEAN-CLAUDE PÉRIGNY L
Territory Director, CIA Informatique,
a division of Informatique Côté,
Coulombe inc.
23 CHRISTIAN PICHETTE H
Corporate Director
24 MARTIN RIVARD H
Corporate Director

I
J

32

27 JEAN-CLAUDE SCRAIRE A, E, H, J, K
Corporate Director

INVESTMENT COMMITTEE –
TRADITIONAL SECTOR1
Pierre-Maurice Vachon, Chair2
Daniel Boyer
Christine Beaubien2
Richard Belhumeur
Michèle Colpron2
Marcel Gagnon2
Denis Labrèche2
Michel M. Lessard2

INVESTMENT COMMITTEE –
MINING SECTOR 1
Pierre-Maurice Vachon, Chair2
Alain Croteau
Denis Landry2
Christian Pichette2
Martin Rivard2
Jean-Claude Scraire2

INTEGRATED RISK MANAGEMENT
COMMITTEE
Jean-Claude Scraire, Chair2
Lyne Bouchard2
Daniel Boyer
Serge Cadieux
Michèle Colpron2
Denis Labrèche2
Louise Pellerin-Lacasse2

FINANCIAL ASSETS MANAGEMENT
COMMITTEE

FONDS IMMOBILIER DE
SOLIDARITÉ FTQ
DECISION-MAKING BOARDS1
Jean-Claude Scraire, Chair2
Serge Cadieux
Normand Chouinard
Renaud Gagné
Denis Labrèche2
Michel M. Lessard2
André Monette2
Claude Normandeau2
René Roy
Julie Salvail2
Yvon Tessier2

FONDS RÉGIONAUX DE
SOLIDARITÉ FTQ S.E.C.
ADVISORY COMMITTEE
Luc Pinard, Chair
Serge Cadieux
Normand Chouinard
Denis Lessard2
Martine Paiement2
Jean-Claude Périgny2
Pierre-Maurice Vachon2

FONDS LOCAUX DE SOLIDARITÉ FTQ
S.E.C. ADVISORY COMMITTEE3
Luc Pinard, Chair
Serge Cadieux
Pierre-Maurice Vachon2

Michèle Colpron, Chair2
Mario Lavallée2
Gaétan Morin
Marie-Hélène Noiseux2
Michel Parenteau
Claude Séguin2
Michel Thérien2

28 CLAUDE SÉGUIN B, C, E, F
Advisor to the Executive Chairman
of the Board of Directors of CGI
Group Inc., and Corporate Director
29 JACQUES SIMARD I
Full Professor, Université Laval, and
Director, Cancer Genomics Laboratory
at the CHUQ/CHUL Research Centre
30 YVON TESSIER J
Corporate Director
31 MICHEL THÉRIEN C
Corporate Director
32 PIERRE-MAURICE VACHON A, F, G, H, L, M
Corporate Director and Second
Vice-President of the Board of
Directors, Fonds de solidarité FTQ

Member of the Investment Committee – New Economy
Member of the Fonds immobilier de solidarité FTQ II, s.e.c. Advisory Committee
and of the Fonds immobilier de solidarité FTQ inc. Board of Directors.
K Member of the Integrated Risk Management Committee
L Member of the Fonds régionaux de solidarité FTQ s.e.c. Advisory Committee
M Member of the Fonds locaux de solidarité FTQ s.e.c. Advisory Committee (only members appointed
by the Fonds de solidarité FTQ, on their own or jointly, are indicated in this list)

1. All investments must be authorized by a governing body, depending on the appropriate economic sector. When an investment
reaches a minimum amount of $15 million for the Mining and New Economy sectors and $20 million for the Traditional and
Real Estate sectors, it must also be submitted to the Fonds’ Board of Directors.
2. Indicates directors who are independent from the Fonds and the FTQ.
3. Only members appointed by the Fonds de solidarité FTQ, on their own or jointly, are indicated in this list.
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Fonds de solidarité FTQ

WE APPRECIATE
YOUR COMMENTS

This Annual and Sustainability Report was produced by the Public and Corporate
Affairs department and the Finance department. It includes financial and extra-financial
information related to the Fonds de solidarité FTQ’s activities for the most recent
financial year, which ended May 31, 2017.
If you have comments or questions, please contact us by mail or phone, or by email at
vpaffairespubliques@fondsftq.com

We would like to thank everyone who contributed to creating this document.
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