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Underutilized and Underperforming Pension Investment Funds & Material Concerns
Introduction
The Nipissing University Pension & Benefits Advisory Committee seeks to offer pension plan members diversified choices by offering various investment vehicles/funds.  With the principle of diversity in mind, the Pension & Benefits Advisory Committee listens to the comments and suggestions of pension plan members, the service provider, the record keeper and an external consultant regarding the investment vehicles/funds.  As part of the Pension & Benefits Advisory Committee's annual review, the Committee shall review the investment vehicles and determine whether or not those vehicles make sense and are administratively feasible within our defined contribution pension plan.
The Pension & Benefits Advisory Committee shall review, at least annually, and with the aid of the external consultant, the compliance of each fund manager with a stated "investment objective", "investment strategy/style" and "portfolio composition" for each fund in the plan.  This action is intended to ensure that each fund in the plan continues to satisfy the criteria used when the fund was originally selected for the plan.  If the Committee determines that a fund manager has made significant departure from the stated "investment objective", "investment strategy/style" or "portfolio composition" it may vote to place a "watch" on that particular fund and/or fund manager.  This action may be especially significant when there are changes of fund managers.
Further, if, after the annual review, the Committee finds that a pension fund is underutilized or is underperforming, the Pension & Benefits Advisory Committee can vote to have the fund(s) put on watch or to block the fund(s).  The terms "underutilized" and "underperforming" as well as references to "blocking a fund(s)" and "placing a watch on a fund" are explained below in the definitions section.  Further, if there is a material or serious concern regarding any fund(s), changes may be made immediately, rather than placing a watch on the fund(s).
The Pension & Benefits Advisory Committee shall endeavour to continue to offer a selection of Guaranteed Investments, Fixed Income Funds, Balanced/Diversified/Asset Allocation Funds, Canadian Equity Funds, Foreign Equity Funds, and Specialty Funds.  The Committee shall also attempt to provide for a variety of value, growth, core, blend, growth at a reasonable price (GARP), and indexed investment opportunities.  The Advisory Committee may periodically vote to add a fund(s) to the plan in order to improve the selection of investment opportunities in the above mentioned areas or other areas.
The Committee has defined objectives for selecting the investment options available to members.  These objectives are to provide:

a)
Sufficient choice so that members can construct portfolios that are tailored to their personal risk tolerance level;

b)
A balance between the number of investment options and the members’ ability to comprehend and use the options available;

c)
Diversification and variation in terms of risk level;

d)
Options that are suitable for retirement programs;

e)
Liquidity; and

f)
Options that are reasonably priced (investment management fee - IMF)
As a minimum, the following investment options will be available:

a)
One bond fund investing in fixed income vehicles of various maturities;

b)
One Canadian equity fund investing in Canadian equities;

c)
One foreign equity fund investing in non-Canadian equities;

d)
One balanced fund investing in a mix of fixed income (all maturities) and equity (Canadian and non-Canadian) vehicles; and

e)
Guaranteed interest investments providing a guaranteed return for different terms.

As the Plan is designed for retirement purposes, the Committee will not make available the following investment funds due to the degree of volatility typically experienced, or complexity of underlying investments held, by such funds:

a)
Specialty sector funds (such as resource sector funds, biotech funds, etc.);

b)
Funds investing solely in emerging markets; and

c)
Other volatile funds as determined from time to time by the Committee.
Application & Scope
This policy and procedure applies to all eligible employees enrolled in the Nipissing University Defined Contribution Pension Plan.  Eligibility for the registered pension plan for Nipissing University includes all Nipissing University Faculty Association (NUFA) members, all administrators (full and part time) and all support staff (full time and part time OPSEU members).
Definitions
For the purposes of this policy and procedure, the definitions are as follows:

Block:  A block indicates that further contribution from pension plan members to the particular fund(s) will not be allowed.  However, members who have money invested in the respective blocked fund(s) will normally be able to maintain their existing dollars/balances in that fund(s).  Transfers out of the blocked fund(s) shall be allowed.

Underperforming Investment Fund:  If an investment vehicle/fund consistently performs below the benchmarks for the type of fund and its respective universe and/or consistently loses value, the Committee shall have a watch placed on the fund.  A fund will not normally be watched longer than four years, as four years allows enough time to proceed through the normal business cycle of pooled investments.
Underutilized Investment Fund:  If, after a reasonable period of time, an investment vehicle/fund has less than 1% of the total investment dollars, the Pension & Benefits Advisory Committee shall consider that fund underutilized and may vote to block the fund(s) from any future contributions from plan members.

Watch:  A watch is a process whereby the Committee and the external consultant monitor the performance of the fund to see if the fund has continued value.  The Pension & Benefits Advisory Committee recognizes that all managers of a fund may have episodes of underperformance and, therefore, the response and action of the Committee will depend on the nature of the asset class and the manager's style.  A watch includes the Committee reviewing benchmarks, the nature of the manager's style, and re-evaluating the investment objectives of the fund.  Depending on the outcome of the watch, the Committee may block the respective fund(s) from any future contributions.
Policy
The Nipissing University Pension & Benefits Advisory Committee reviews all investment funds at an annual pension review meeting.  Accordingly, if upon review an investment vehicle/fund has less than 1% of the total investment dollars, the Pension & Benefits Advisory Committee may vote to block the fund(s) from any future contributions from plan members.  However, plan members who have money invested in the respective blocked fund(s) will normally be able to maintain their existing dollars/balances in that fund(s).  Transfers out of the blocked fund(s) shall be allowed.

The procedures with regard to blocking a fund(s) will be delineated below in the Procedures section.
The money market investment fund/vehicle shall be exempt from the policy regarding underutilized investment funds as the Money Market Fund is a temporary fund/holding place that could feasibly have less than 1% of the total investment dollars.  At least annually, individuals who have money invested in the Money Market Fund will be notified that they have funds in the Money Market and that, normally, this fund is used as a temporary holding fund rather than a fund for long term investing.  The Money Market Fund provides an investment alternative which possesses high liquidity so that pension plan members are free to move monies from one fund to another.  Thus, this asset class and the lack of administrative restrictions are considered by the Pension & Benefits Advisory Committee in the context of liquidity.
As stated above, the Pension & Benefits Advisory Committee utilizes an external consultant to assist with performing an annual investment performance review.  Accordingly, funds that are consistently underperforming should have a watch placed on them.  A fund will not normally be watched longer than four years, as four years allows enough time to proceed through the normal business cycle of pooled investments.  The Committee recognizes that all fund managers may have episodes of underperformance and, therefore, the response and action of the Committee will depend on the nature of the asset class and the manager's style.  The Committee will work in conjunction with the consultant and the plan administrator to review funds that are underperforming.  If the underperformance continues, the Committee will review benchmarks and the nature of the manager's style, and re-evaluate the investment objectives of the fund.  If the Committee votes to block the respective fund from any future contributions, members can normally maintain their existing monies/balances in that particular fund.  However, no further contributions can be made to the affected fund(s); only disbursements from the fund would be allowed.  No member will normally be forced to transfer out of the fund unless the pension plan provider closes the fund.
If there is material or serious concern regarding any fund(s) due to serious misconduct such as fraud, criminal activity, etc. administrative and good business sense shall apply and changes may be made immediately, rather than placing a watch on the fund(s).
Fund(s) on Watch
1.
The record keeper and plan administrator will be notified that the Pension & Benefits Advisory Committee would like to put a fund on watch.  Watch is defined above.

2.
After the annual meeting and discussion with the record keeper and plan administrator, the Chair, or designate, of the Pension & Benefits Advisory Committee shall communicate, via e-mail, to all pension plan members notification of the watch of the particular fund(s).

3.
Individually addressed notification of the watch will be sent to all affected pension plan members.

4.
Affected pension plan members will be able to contact the pension plan provider to discuss the watch and the alternative fund(s) in terms of investment type.

5.
The Chair, or designate, and the external consultant will give an update to pension plan members annually with regard to the fund(s) on watch.

6.
Depending on the outcome of the watch, the Committee may vote to block the respective fund(s) from any future contributions and the procedures regarding underperforming funds as outlined below will be initiated.

Final action on blocking of fund(s) will only occur after approval of the Board of Governors.  When the Committee, after approval of the Board, takes a block action on a particular fund, it shall examine the possibility of a replacement or additional fund, although it may not be necessary to add a new fund when any fund(s) has a block action.  The asset class, manager's style and redundancy of the blocked fund(s) shall be examined.

Procedures
The following procedures apply to underutilized, underperforming pension investment funds and material concerns.  To ensure consistent and accurate exchange of information and documentation, the following shall occur:

Underutilized Funds:

1.
The record keeper and plan administrator shall provide details on a proposed block action to all pension plan members so that participants in the affected fund(s), and all pension plan members, would be notified of impending action.
2.
The record keeper and plan administrator will provide administrative support to block the fund and assist in the facilitation of communication of the changes to all pension plan members and individual plan members affected.

3.
When the Committee blocks a fund, a notice of three (3) months, to all pension plan members and to the pension plan members affected, shall be given. 

4.
Individually addressed notifications of the changes will be sent to all affected members.  Members will be notified that they can maintain their existing monies/balances in that particular fund; however, no further contributions to the affected fund will be allowed.  Members will not normally be forced to transfer out of the fund.
5.
Affected pension plan members will be able to contact the pension plan provider and discuss alternative funds in terms of investment type.
6.
After the approval of the Board of Governors, the Pension & Benefits Advisory Committee will block or discontinue investment vehicles/funds after the proper notification delineated above has occurred.

Underperforming Funds:
1.
The record keeper and plan administrator will provide administrative support to watch any fund(s) and assist in the facilitation of communication of the watch to all pension plan members.

2.
Pension plan members will be able to contact the pension plan provider and discuss the watch and potential alternative funds in terms of investment type.
3.
The Pension & Benefits Advisory Committee shall discuss with the external consultant the determinants of an underperforming fund, recognizing that all managers of a fund may have episodes of underperformance and, therefore, the response and action of the Committee will depend on the nature of the asset class and the manager's style.  The Committee will work in conjunction with the consultant and the plan administrator to review potential underperformance of any fund(s) at a minimum on an annual basis. The review will include an evaluation of:

a) performance and risk;

b) adherence to the fund’s investment policy;

c) any changes in the investment philosophy used in the fund; and

d) stability of the fund manager.

The review will cover short, medium and long-term time periods.  Actively managed funds will be expected to add value above the appropriate market index or benchmark over mid to long-term time periods, as defined in the investment policies of the funds.  Funds will be expected to achieve rates of return without assuming an undue amount of investment risk in the context of the asset class in which the fund invests. Funds will also be compared against a peer group or universe of similarly managed funds by other investment managers and be expected to rank above median.  The Pension & Benefits Advisory Committee will normally use rolling four year periods as the appropriate length of time over which to evaluate investment performance.

4.
The Committee will review benchmarks and the nature of the manager's style, and re-evaluate the investment objectives of the particular fund(s).

5.
Depending on the result of the observations ascertained in #3 and #4 above, the Committee may block the respective fund from any future contributions; however, members can still maintain their existing monies/balances in that particular fund(s) unless the pension plan provider closes the fund.

6.
If the Committee blocks the respective fund(s) from future contributions, the following shall occur:
a)
The record keeper and plan administrator shall provide details on a proposed block action to all pension plan members so that participants in the affected fund(s), and all pension plan members, would be notified of impending action.

b)
The record keeper and plan administrator will provide administrative support to block the fund and assist in the facilitation of communication of the changes to individual plan members affected.

c)
When the Committee blocks a fund, a notice of three (3) months, to the pension plan members affected, shall be given. 

d)
Individually addressed notifications of the changes will be sent to all affected members.  Members will be notified that they can maintain their existing monies/balances in that particular fund; however, no further contributions to the affected fund will be allowed.  Members will not normally be forced to transfer out of the fund.

e)
Affected pension plan members will be able to contact the pension plan provider and discuss alternative funds in terms of investment type.

f)
The Pension & Benefits Advisory Committee will block or discontinue investment vehicles/funds after the proper notification delineated above has occurred.
Summary
The policy and procedures above take into consideration the principles of choice, communication, fairness, safe harbour, education and liquidity.  In taking any action, the Pension & Benefits Advisory Committee considers the professional research and opinions provided by our pension and benefits consultant, the plan administrator, the record keeper, the performance history of the managers and the style and investment process employed by the manager, as well as the input from pension plan members through their constitutent groups on the Pension & Benefits Advisory Committee.
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