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An effective governance system for
a pension plan:

E X C L U S I V E

• includes a framework for defining
the duties, associated responsibilities and accountabilities for
all participants in the governance
process
•	covers all facets of program management
•	
provides careful oversight while
enhancing protection for plan
members and beneficiaries
These best practice guidelines can
apply to other types of CAP arrangements (Source: CAPSA No.
4 Pension Plan Governance Guidelines)
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The Governance Framework Spectrum In Practice
Generally,
and in our experience, most governance frameworks fall
Generally, and in our experience, most governance frameworks fall under one of three
under
one of three categories:
categories:
Framework

(1) Policies and
legislative compliance
focus only

(2) Compliance + service
provider reporting

(3) Compliance + service provider
reporting + independent investment
oversight

Approach

Focuses on minimum
legislative compliance and
governance standards.
There may be some
attention paid to CAPSA
Guidelines, but there are
often significant gaps
observed

Builds on the compliance
and documentation of
policies exercise to receive
and review periodic
reporting from the plan
service provider regarding
fund performance and
membership engagement.

Layers on a level of independent,
qualified and unbiased oversight of
investment monitoring.

These approaches can
often become “one-time
initiatives” rather than an
ongoing, living process,
which can lead to poor
adoption or compliance
issues.

These approaches are
seldom satisfactory on their
own from a fiduciary
perspective and often fall
short of identifying
proactive and practical
insight to improve program
efficiency.

While a common and reliable
framework, these approaches often
fail to examine the program from its
various angles to identify
inefficiencies in program design,
member-choice support frameworks
and ongoing engagement,
administrative activities in a rapidly
evolving CAP market landscape.

Pitfalls

There is a fourth governance framework emerging that sponsors are shifting towards –
an insight-based governance approach to maximize program value. We believe that robust
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of key required by
legislation and
recommended

•

Action: Implemented policies and prepared all
the due diligence as well as formulated an
action plan of next steps.

✓

Governance focused on compliance along with
a risk management plan for going forward.
However, the sponsor hasn’t improved the
efficiency of the plan other than bringing the
plan up to compliance.

✗

•

✓
✓

identified.
Action: Updated enrolment processes to
facilitate optional and additional voluntary
contributions; highlighted targeted asset
rebalancing prompters for a la carte investors;
introduced decumulation features to maximize

Governance shifts focus beyond compliance.
Identified opportunities through rigorous
analysis to enhance the plan to maximize the
value of benefits delivered for the dollars
contributed by both the plan sponsor and
participants.
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to ensure that the maximum benefit is being delivered for every sponsor
and participant dollar that is being contributed. In times of mounting
financial pressure and uncertainty, we believe this is where some focus
on CAP program management and governance should be placed. BPM
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