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STEP 3 : IMPLEMENT

PRACTICE

Decisions regarding
investment strategies and
types of investments are
documented and made in
accordance with fiduciary
obligations of care.
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A documented due diligence p
investment theories, is used to select investments mdthud party Invatmem Manﬂgu

Decisions regarding the selection of i ider both qualitative and qu ive criteria.
The documented due diligence process used to select investments and third-party Investment
Managers is consistently applied.

with prud, ices and g 1y d
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Regulated i arep N gulated i
are comparable.

Investments that are covered by readily available data sources are prd'arred over similar investments
for which limited coverage is available when all other ch are comparabl

Decisions regarding passive and active i egies are d d and made in
accordance with obligations of care.

Decisions regarding the use of sep ly d and ingled such as mutual
funds, unit trusts, exchange-traded pudncu,mdhmnnd partmnhlpl. are documented and
made in accordance with obligations of care.
Decisions to use lex i or

P
(L s

such as alt investments or strategies
are supported by d ion of specialized due diligence conducted by
who possess knowledge and skills needed to satisfy the heightened obligations of care.
When socially responsibl gies are elected, the strategies are
implemented appropriately.

when all otherch
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to be effective in producing the desired outcomes by

of the strategy with and the of in

mean the strategies and products are suitable for
the portfolio and in line with generally accepted
investment theories. The term “generally accepted

the investment field. Given that the state oﬁ.hnm
and science of ting evolves over tim

accepted theories also change to reflect advances in
the field. As an investment fidudiary, suitability is also

vehicles. By we

theories” refers to practi implied under a duty of care.
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It is important for the Investment Steward to be
familiar with (or engage professionals who are familiar
with)the universe of investment options (i.e., mutual
funds, mdmn@-tnd.d products, separately managed
ve
ldncnhm,mddocumuntheprocsufoxnoone
is right for all occasi

is ™ rised

ds d and
“mbmmﬁvnprudnoa. mﬂormauﬂanmﬂu
process involved in making decisions for a plan,
whereas the latter refers to the merits of the decision
made by the fiduciary. The prudence requirement
focuses on the fiduciary’s conduct in arriving at the
decision, not on its results, and asks whether a fiduciary
employed approp ethods to investigate and

the merits of a particular dedsion. He

the failure to tigate alone may d uﬂuy
where the decisi
owocﬂvdywmm:mmmtmifaﬁdm
failed to conduct a before
making a decision (p 1 pruds heor she
pmbablynvddllﬁdndnrybuudx if a “hypothetical
prudent fiduciary” would have made the same dedision
anyway (substantive prudence).
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PRACTICE 3.3

SUBSTANTIATION

Employee Retirement Income Security Act of 1974 [ERISA]
$404(a)1)(B); 5404(a)1)C)
Regulations
29 C.FR. §2550.404¢-1(b)3](iXC)
Case Law
Metzlsr v Grfam, 112 F.3d 207, 20 EB.C. 2857 (Sth Gir.
1997 Marshafl v. Glsss/Metsf Ass'n and Glaziers and
Glassworkers Pension Plan, 507 F. Supp. 378 D Haw. 1980}
GMW industriss, Inc. v. Tevor Stewart, Burton & Jacobsen,
Inc., 10 EB.C. 2290 (S.D.Ga. 1989); sffd, 895 F.2d 729 (11th
Cir. 1990); Ligh v. Engle, 858F.2d 361, 10 EBLC. 1041 (7th Cir.
1988), cort. denisd, 483 US. 1078, 109 S.Ct. 1628, 1038 L.Ed.2d
833 (1989)
Other
HA. Report No. 1280, 93rd Congress, 2d Sess. (1974], reprinted
in 1974 U.S. Coda Cong. & Admin. News 5068 (1974)

Uniform Prudent Investor Act [UPIA]
S} £3; 53 Comments

Uniform Prudent Management

of Institutional Funds Act [UPMIFA]

3e)

Uniform Management of Puhlnc Emuloyec
Roturamam Systems Actll
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Perspectives...

risk premium challenges

"\ policy-purpose alignment

regional investment role J

investment governance training

AP AFS 7\ increase internal capacity
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assessment approach

™ inter-entity confidence

avoid over-reliance

\ provider alignment

practical issues

control costs J
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In Conclusion... .
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« Specifictraining is essential beyond current skill sets

» fi360 Pacific ‘Fiduciary Essentials ™’ program
- used by SWF, Trust Funds, Superannuation Funds
- already available to northern Pacific funds in association with APAFS

* Preparing for and accepting scrutiny will increase confidence
 Inter-entity; political ~ operational ~ beneficiaries
 [International supporting nations
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