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FSC INVESTMENT MANAGEMENT

QUESTIONNAIRE (2003a)

Manager Name:​​​​​​​​​​​​​​​ ________________________________

Questionnaire response date: ______________________

_____________________________________________________________________ 

Qualitative Liaison

Name:

Position:

Email:

Phone:

Quantitative Liaison
Name:

Position:

Email:

Phone:

_____________________________________________________________________ 

Questionnaire Instructions

While detailed information should be provided, concise answers are strongly encouraged.  As a guide, managers with a normal range of products should aim to keep the completed response to less than 100 pages.

Please do not provide any marketing information.  A clear factual description of your operations without unnecessary embellishment is required to enable the user to make an objective assessment. 

This Questionnaire has been prepared in good faith; the authors and FSC do not assume any duty of care or other responsibility to any person for the contents of this Questionnaire.

While we encourage responses to this revised questionnaire as soon as possible, as a transitionary measure, responses to the old questionnaire will still be accepted up until 1 April 2003.
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1 Organisation and Staff

1.1 State the name of the person that is responsible for the content of this Section.

1.2 Briefly outline the key dates & events in relation to the “corporate” history of your investment management organisation (i.e. date founded, changes in capital structure, mergers/acquisitions, etc.) using a time-line format.  For example:

· Sept 1993
- Established funds mgt business

· Feb 1994
- Acquired ABC funds mgt ltd

· Aug 1995
- Developed Australian equities product

1.3 Provide an organisation chart showing the ownership structure of the investment management organisation & subsidiaries of the parent company.  Also show the proportion (%) owned by principals of the company, other financial organisations (include names) and outside individual shareholders. 

1.4 List any companies shown in the above organisation chart that have been rated by a debt-rating agency. Specify the rating achieved and the name of the rating issuer.

1.5 State the business targets that are set for the investment management organisation and briefly describe the strategies that will be used to achieve those targets?

1.6 What support does the Parent provided in terms of financial, technical, systems integration or personnel?

1.7 If applicable, outline any Parent guarantees or limited liability agreements with the Manager.

1.8 Approximately what proportion of your parent company’s revenue is generated by your investment management organisation?

1.9 List any organisations with which you have formal affiliations, and provide a brief overview of the nature of each affiliation.

1.10 List any investment & investment related service providers (e.g. custody, settlement, IT, compliance, administration, customer service) to the organisation and provide a brief overview of each service.

1.11 Complete the Funds Under Management worksheet in the spreadsheet titled “FSC IMQ Data.xls”.  Note that if there is more than one team/style within an asset class, please supply separate funds under management figures for each team/style.

1.12 List any products that are closed to new business.  Where possible, it would be helpful if you could also list those products that may be closed over the next year.

1.13 What are the major factors affecting the change in your market share over the past five years?  

1.14 Provide a complete organisational chart for your investment management business (including investment management, sales/marketing, administration & compliance) and give a brief description of the “key” reporting lines.  Include reference to overseas investment management offices and staff.

1.15 Complete the Staff worksheet in the spreadsheet titled “FSC IMQ Data.xls”.

1.16 Please supply CVs for each of the investment personnel in word format as an Appendix.
1.17 What is the criterion used to assess the performance of members of the investment team?

1.18 Outline your Board and investment team compensation policies.

1.19 Provide an indication of what incentives, as a percentage of base pay, are typically received by key professionals by way of bonus including any vesting rules, examples of what these incentives are linked to, and outline what equity (including phantom/shadow equity) is provided to staff.

1.20 Outline your approach to succession planning in regards to the Board and the investment team. Indicate who is the backup person for the key business and investment management positions.

1.21 Please supply as an attachment your Parent’s and your firm’s most recent Annual Report.

2 Compliance

2.1 State the name of the person that is responsible for the content of this Section.

2.2 Provide details of your license(s) to manage funds under the Corporations Law. This should include details of how you will operate under MIA (e.g. independent directors, Compliance Committee, Custody, Capital, Capital Adequacy, Professional Indemnity Cover, Bank Guarantees, Fidelity Insurance, external audit etc.) and the nature of your membership of the Sydney Futures & Australian Stock Exchanges. If applicable, provide details of licenses held by any affiliate group in your overall organisational structure.

2.3 Please state the composition of the compliance committee(s) and list the dedicated compliance personnel.

2.4 Outline your compliance policies and reporting procedures (including process for dealing with compliance breaches).

2.5 Detail the process for external audit/compliance reviews (e.g. unit pricing, valuation, allocation of trades).

2.6 Include a copy of your Risk Management Statement, Part B and a copy of the external auditors’ report on your Risk Management Statement in Appendix 2.

2.7 List all incidents over the last year where as a result of a mandate compliance breach, a loss or a potential loss to a client occurred.

2.8 Is your firm involved in any outstanding litigation? If so, provide details of the case(s).

3 Investment Philosophy (Firm-Wide)

3.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

3.2 Describe your broad investment philosophy.  This should not limit the statement about different philosophies or sub-philosophies which may be driving any individual product, as articulated in a later section of this document.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

3.3 Have you changed your philosophy over the last five years?  Please provide reasons for any change.

4 Multi-Sector Products

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

4.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

4.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

4.3 State the investment objectives for this product; including references to return, risk and time.

4.4 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

4.5 Describe any enhancements that have been made to your process over the last year.

4.6 Provide the benchmark asset allocation history for your flagship balanced fund in the SAA worksheet in the spreadsheet titled FSC IMQ Data.xls.

4.7 Who is responsible for determining the composition of the benchmark?

4.8 What methodology is used to construct the strategic benchmarks and define the asset allocation ranges for your multi-sector funds?

4.9 Detail any in-house or third party software or models used in the strategic asset allocation decision process (including analysis of risk) and the extent to which they are used.

4.10 What is your re-balancing policy (e.g. what triggers a re-balance and how is it implemented and how frequently is it implemented)?

4.11 How often is the appropriateness of each strategic benchmark formally reviewed and what event(s) would trigger a review of each benchmark prior the formal review date?

4.12 What are the minimum, benchmark and maximum asset allocations for your flagship balanced fund?

	Asset Class
	Minimum (%)
	Benchmark (%)
	Maximum (%)

	Cash
	
	
	

	Australian Bonds
	
	
	

	Indexed Bonds
	
	
	

	Mortgages
	
	
	

	Overseas Bonds (hedged)
	
	
	

	Overseas Bonds (unhedged)
	
	
	

	Listed Property
	
	
	

	Direct Property
	
	
	

	Australian Shares
	
	
	

	Australian Small Caps
	
	
	

	Overseas Shares (hedged)
	
	
	

	Overseas Shares (unhedged)
	
	
	

	Emerging Markets (unhedged)
	
	
	

	Venture Capital
	
	
	

	Other (specify)
	
	
	

	Totals
	
	
	

	Non $A Currency Exposure
	
	
	

	Total Exposure to Income Assets
	
	
	

	Total Exposure to Growth Assets
	
	
	


4.13 What control procedures ensure adherence to asset allocation guidelines and decisions?

5 Tactical Asset Allocation (TAA)

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

5.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

5.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

5.3 State the investment objectives for this product; including references to return, risk and time.

5.4 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

5.5 Describe any enhancements that have been made to your process over the last year.

5.6 Do you offer a separate TAA overlay product or is TAA only offered as part of a multi-sector product?

5.7 Provide the actual asset allocation history for your flagship balanced fund in the TAA worksheet in the spreadsheet titled FSC IMQ Data.xls.

5.8 Who is responsible for tactical asset allocation?

5.9 Explain your TAA processes; including references to decision making, typical bet sizes, frequency of position changes, rebalancing policy, whether decisions are implemented via physical &/or derivatives.

5.10 Detail any in-house or third party software or models used in the asset allocation decision process (including analysis of risk) and the extent to which they are used.

5.11 What impact does your view within an asset class (e.g. bullish on interest rates, hence long duration within Aust bonds) have on the relative weighting to that asset class within your flagship balanced fund? 

5.12 What control procedure/systems ensure adherence to asset allocation guidelines and decisions.

5.13 Explain how the magnitude of TAA positions varies between your capital stable, balanced & growth funds. 

5.14 What is your re-balancing policy, what triggers a re-balance and how is it implemented?

5.15 Is it permissible for a portfolio to go outside its asset allocation ranges?  If so, please provide full details.

5.16 Indicate the relative importance of the following to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	
	Relative Importance to Process

	Broker Research
	

	Economic Analysis
	

	Behavioural [Finance] Analysis
	

	Relative Value Analysis
	

	Analysis of Historical Relationships
	

	Technical Analysis
	

	Other
	


5.17 How do you ensure TAA is implemented consistently across all multi-sector mandates/portfolios?  What steps are taken to ensure clients with similar mandates have similar rates of return?

6 Cash

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

6.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

6.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

6.3 State the investment objectives for this product; including references to return, risk and time.

6.4 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

6.5 Describe any enhancements that have been made to your process over the last year.

6.6 Indicate the relative importance of the following to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	
	Relative Importance to Process

	Duration Selection
	

	Sector Selection – Gov’t bonds, semi-Gov’t bonds, corporate etc.
	

	Issue Selection (including Credit Analysis)
	

	Arbitrage and spread anomaly using forwards, swaps etc.
	

	Technical Analysis
	

	Other (please specify)
	


6.7 In what way do you consider securities outside the index? 

6.8 Complete the following table for your flagship cash fund relative to benchmark

	
	Minimum
	Maximum

	Government & Semi-Government
	
	

	Corporate
	
	

	Bank – Backed
	
	

	S&P AAA rating
	
	

	S&P AA rating
	
	

	S&P A rating
	
	

	S&P BBB rating
	
	

	Less than S&P BBB- rating
	
	

	Non Rated
	
	

	Modified Duration
	
	

	Number of Securities
	
	


6.9 Please explain how you use derivatives.  Who is responsible for managing and implementing derivatives strategies?

7 Australian Bonds

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

7.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

7.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

7.3 Complete the historical modified duration table versus Index in the Australian Bond worksheet in the spreadsheet titled FSC IMQ Data.xls for you flagship Australian Bond Fund.

7.4 Briefly describe your investment style.  Please be concise and do not use any marketing embellishment.

7.5 Has your style changed in the last 5yrs?  If it has, describe all changes and the reasons for these changes.

7.6 State the investment objectives for this product; including references to return, risk and time.

7.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

7.8 Describe any enhancements that have been made to your process over the last year.

7.9 Indicate the relative importance of the following to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	
	Relative Importance to Process

	Duration Selection
	

	Yield Curve – Maturity distribution based on shape of yield curve
	

	Sector Selection – Gov’t bonds, semi-Gov’t bonds, corporate etc.
	

	Issue Selection (including Credit Analysis)
	

	Arbitrage and spread anomaly using forwards, swaps etc.
	

	Technical Analysis
	

	Other (please specify)
	


7.10 Define the authorised universe of investable securities and those that are actively researched.

7.11 Describe your portfolio construction process covering use of tools/techniques, number of securities, weighting of securities, modified duration, convexity, credit risk, sectoral bias and quantitative techniques.

7.12 What do you see as the relevant investment risk characteristics of your portfolios? 

7.13 What is your investment approach to securities that are not in the index?

7.14 Please explain how you use derivatives.  Who is responsible for managing and implementing derivative strategies?

7.15 Complete the following table for your flagship Australian bond fund relative to benchmark.

	
	Minimum 
	Maximum

	Cash
	
	

	Government
	
	

	Semi-Government
	
	

	Inflation – Linked
	
	

	Corporate
	
	

	Mortgage – Backed
	
	

	Bank – Backed
	
	

	S&P AAA rating
	
	

	S&P AA rating
	
	

	S&P A rating
	
	

	S&P BBB rating
	
	

	Less than S&P BBB- rating
	
	

	Non Rated
	
	

	Modified Duration
	
	

	Convexity
	
	

	Number of Securities
	
	

	Ex-Ante – Tracking Error
	
	


8 Mortgages

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

8.1 State the name of the “INVESTMENT” person that is responsible for the content of this Section.

8.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

8.3 Complete the table in the Mortgages worksheet in the spreadsheet titled FSC IMQ Data.xls.

8.4 State the investment objectives for this product; including references to return, risk and time.

8.5 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

8.6 Describe any enhancements that have been made to your process over the last year.

8.7 Has there been any significant change in the way mortgages have been managed within the past five years?  If so, describe all changes and the reasons for these changes.

8.8 How do you source mortgages?  What is the size and structure of the mortgage origination network? 

8.9 What are your lending criteria?  What is the step-by-step process in advancing a loan?

8.10 What criteria are used to determine the borrower’s ability to service the loan?

8.11 Is there a restriction on the types of properties accepted as security (specialised/development properties)?

8.12 Please provide concise details on the investment process:

 What determines the breakdown of fixed/variable rate mortgages in the portfolio?

 How is the maturity profile of the mortgage portfolio managed?

 What determines the geographical spread of the mortgage portfolio?

 What determines the sectoral spread of the mortgage portfolio?

 What is the exposure limit (%) to each sector within the portfolio?

 If applicable, how are mortgages allocated across portfolios to ensure equity between portfolios?

 What analysis is carried out to support the investment decision?

 How is interest rate risk managed?  Are derivatives used (i.e. interest rate swaps)?  What are the constraints on the portfolio’s maximum exposure to either variable or fixed interest rates?

8.13 What procedures are used for the administration, monitoring and management of the mortgage portfolio?

8.14 Is mortgage insurance used and, if so, at what borrowing limit is it required?

8.15 What are your valuation procedures for new loans or re-valuations?

 Do you use internal or external valuers?  If external, who are they? 

 Do you rotate the valuation of each property between valuers?

 How frequently are properties revalued?

8.16 What are the triggers for classifying non-performing loans?  How are non-performing loans managed?

8.17 What is your procedure for dealing with loans in default and for terminating a loan?  What provisions exist for bad loans?

8.18 What risk management constraints are applied to the portfolio?  Please complete the following table.

	What is the maximum loan to valuation ratio permitted for each of the following sectors?

 Commercial

 Retail

 Industrial

 Residential - owner occupied

 Residential - investment

 Rural

 Other (hotels, undeveloped land etc.)
	

	What is the maximum $ amount permitted to any one loan?
	

	What is the minimum $ loan size considered?
	

	What is the preferred loan size? 
	

	What is the maximum % of the portfolio allowed to any one loan?
	

	What is the maximum loan period permitted?
	

	What is the minimum % of the fund held in liquid securities?
	


9 Inflation Linked Bonds

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

9.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

9.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

9.3 Complete the historical modified duration table versus benchmark in the CPI Bonds worksheet in the spreadsheet titled FSC IMQ Data.xls for your flagship Inflation Linked Bond Fund.

9.4 Briefly describe your investment style.  Please be concise and do not use any marketing embellishment.

9.5 Has your investment style changed in the last five years?  If it has, describe all changes and the reasons for these changes.

9.6 State the investment objectives for this product; including references to return, risk and time.

9.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

9.8 Describe any enhancements that have been made to your process over the last year.

9.9 Indicate the relative importance of the following to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	
	Relative Importance to Process

	Duration Selection
	

	Yield Curve – Maturity distribution based on shape of yield curve
	

	Sector Selection – Gov’t bonds, semi-Gov’t bonds, corporate etc.
	

	Issue Selection (including Credit Analysis)
	

	Arbitrage and spread anomaly using forwards, swaps etc.
	

	Technical Analysis
	

	Other (please specify)
	


9.10 Define the authorised universe of investable securities and those that are actively researched.

9.11 Describe your portfolio construction process covering use of tools/techniques, number of securities, weighting of securities, modified duration, convexity, credit risk, sectoral bias and quantitative techniques.

9.12 What do you see as the relevant investment risk characteristics of your portfolios?

9.13 What is your investment approach to securities that are not in the index?

9.14 Please explain how you use derivatives.  Who is responsible for managing and implementing derivative strategies?

9.15 Complete the following table for your flagship inflation linked bond fund relative to benchmark. 

	
	Minimum
	Maximum

	Cash
	
	

	Government
	
	

	Semi-Government
	
	

	Corporate
	
	

	S&P AAA rating
	
	

	S&P AA rating
	
	

	S&P A rating
	
	

	S&P BBB rating
	
	

	Less than S&P BBB- rating
	
	

	Non Rated
	
	

	Modified Duration
	
	

	Convexity
	
	

	Number of Securities
	
	

	Ex-Ante – Tracking Error
	
	


10 Overseas Bonds

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

10.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

10.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

10.3 Complete the historical modified duration and Country Allocation table versus benchmark in the Global Bonds worksheet in the spreadsheet titled FSC IMQ Data.xls for your flagship Global Bond Fund.

10.4 Briefly describe your investment style.  Please be concise and do not use any marketing embellishment.

10.5 Has your style changed in the last 5yrs?  If it has, describe all changes and the reasons for these changes.

10.6 State the investment objectives for this product; including references to return, risk and time.

10.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

10.8 Describe any enhancements that have been made to your process over the last year.

10.9 Indicate the relative importance of the following to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	
	Relative Importance to Process

	Asset Allocation – Bonds/Cash/Indexed Bonds
	

	Duration Selection
	

	Yield Curve – Maturity distribution based on shape of yield curve
	

	Sector Selection – Gov’t bonds, semi-Gov’t bonds, corporate etc.
	

	Issue Selection (including Credit Analysis)
	

	Arbitrage and spread anomaly using forwards, swaps etc.
	

	Country Allocation
	

	Currency Exposure
	

	Technical Analysis
	

	Other (please specify)
	


10.10 Define the authorised universe of investable securities and those that are actively researched.

10.11 Describe the process employed in managing currency and the way currency is integrated into the total portfolio.  Describe any situation where cross-currency hedging would take place.

10.12 Describe your portfolio construction process covering use of tools/techniques, number of securities, weighting of securities, modified duration, credit risk, sectoral bias and quantitative techniques.

10.13 What do you see as the relevant investment risk characteristics of your portfolios?

10.14 What is your investment approach to securities that are not in the index?

10.15 Complete the following table relative to benchmark.

	
	Minimum 
	Maximum

	Cash
	
	

	Government
	
	

	Semi-Government
	
	

	Corporate
	
	

	Mortgage – Backed
	
	

	Bank – Backed
	
	

	Modified Duration
	
	

	Convexity
	
	

	S&P AAA rating
	
	

	S&P AA rating
	
	

	S&P A rating
	
	

	S&P BBB rating
	
	

	Less than S&P BBB- rating
	
	

	Non Rated
	
	

	% AUD Exposure
	
	

	Number of Securities
	
	

	Japan
	
	

	Europe
	
	

	North America
	
	

	Australia
	
	

	Emerging Markets
	
	

	Other Regions
	
	

	Ex-Ante – Tracking Error
	
	


10.16 Please explain how you use derivatives.   Who is responsible for managing and implementing derivative strategies?

11 Listed Property (unlisted managed funds / mandates that invest in LPTs)
If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

11.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

11.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

11.3 Please complete the Listed Property table on the attached FSC IMQ Data.xls spreadsheet.

11.4 Briefly describe your investment style for listed property trusts.  Please be concise and do not use any marketing embellishment.

11.5 Has this style changed in the last five years?  If so, describe all changes and the reasons for these changes.

11.6 State the investment objectives for this product; including references to return, risk and time.

11.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

11.8 Describe any enhancements that have been made to your process over the last year.

11.9 Describe your “research effort” (e.g. reliance on internal versus external research, company visits, type of analysis carried out and key criterion targeted in the research process).

11.10 Define the authorised universe of investable securities for your flagship listed property fund.

11.11 Describe your trust selection process.

11.12 Indicate the relative importance of the following sources of investment insights to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	Source of Investment Insight
	Relative Importance to Process

	Broker Research
	

	Economic Analysis (top-down)
	

	Internal Fundamental Bottom-Up Trust/Coy Research (i.e. not externally sourced)
	

	Behavioural Finance Analysis
	

	Technical Analysis
	

	Others (please specify)
	


11.13 Describe your portfolio construction process covering: tools/techniques, construction of buy/sell list, number of securities, active trust weightings, determination of trust exposure by capitalisation, sectoral bias, trusts that are not in the index, quantitative techniques and the cash allocation decision. 

11.14 What is your investment approach to securities that are not included in the index?

11.15 What do you see as the relevant investment risk characteristics of your portfolio? 

11.16 How do you deal with conflicts of interest between your property operations and other parts of your organisation?  Please comment on fee rebates and disclosure.

11.17 Describe what steps you take to monitor and minimise transaction costs.

11.18 To what extent do you participate in transactions such as underwriting issues, etc. originated by another division of your firm?

11.19 Describe your approach to corporate governance issues relating to the Listed Property portfolio:

 Do you have a formal voting policy on trusts held in the portfolio? 

 Do you maintain a record of all voting on behalf of clients? 

 What is the process for identifying and acting on corporate governance issues?

 What reporting do you provide to clients on your actions in the area of corporate governance?

12 Direct Property (unlisted mgd funds / mandates that “do not” invest in LPTs)
If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

12.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

12.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

12.3 Please complete the Direct Property 1 and 2 tables on the attached FSC IMQ Data.xls spreadsheet.

12.4 What benchmark is used to assess the performance of the direct property portfolio?  What was the basis for selecting this benchmark?

12.5 State the investment objectives for this product; including references to return, risk and time.

12.6 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

12.7 Describe any enhancements that have been made to your process over the last year.

12.8 What sources of research are used to support investment decision-making? 

12.9 Briefly describe the due diligence process for asset purchases and sales.

12.10 Please provide a concise description of your process for managing direct property portfolios, viz a vis acquisition process, on-going portfolio management and disposal of properties.

12.11 Please provide a brief description of any quantitative tools used in the process. 

12.12 Describe (preferably in table format) the specific risk management techniques used, such as the valuation process, sector or geographical limits, tenancy constraints, etc.  How do you ensure compliance with these constraints?

12.13 How is the performance of individual properties or portfolios monitored (i.e. vacancy rates, running costs, service contracts, etc.)?

12.14 What is your policy for the valuation of the properties:

 How are properties valued? 

 By whom and on what basis are the properties valued? 

 By internal or external valuers?

12.15 To what extent are asset management functions outsourced to external managers, and what controls are in place to ensure that performance is maximised?

12.16 Are there any buy back provisions, call options granted &/or first refusal rights granted over the assets?

12.17 Are all properties held in one pool? 

12.18 Does the Manager use joint ventures with other organisations as part of its property operations? 

12.19 Are there any outstanding debts on the properties?

12.20 How do you treat potential conflicts of interest that arise in purchasing, selling and leasing of individual properties that are held in joint ownership across different funds managed by your organisation?

12.21 What role do your investors have in the investment decision making of the fund – i.e. is there a supervisory board in place?

12.22 What is the policy towards development risk?

13 Australian Shares

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

13.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

13.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

13.3 Please complete the Australian Shares worksheet in the spreadsheet titled FSC IMQ Data.xls.

13.4 Briefly describe your investment style (passive/growth/garp/value etc.).  Please be concise and do not use any marketing embellishment.

13.5 Has your investment style changed in the last five years?  If it has, describe all changes and the reasons for these changes. (Note this question relates to style. It should not include reference to changes/enhancements to the investment process per se).

13.6 State the investment objectives for this product; including references to return, risk and time.

13.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

13.8 Describe any enhancements that have been made to your process over the last year.

13.9 Indicate the relative importance of the following sources of investment insights to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	Source of Investment Insight
	Relative Importance to Process

	Broker Research
	

	Economic Analysis (top-down)
	

	Internal Fundamental Bottom-Up Stock Research (i.e. not externally sourced)
	

	Behavioural Finance Analysis
	

	Technical Analysis
	

	Others (please specify)
	


13.10 Describe, using a bullet point approach, your “research effort” (e.g. reliance on internal versus external research, company visits, type of analysis carried out and key criteria targeted in the research process).

13.11 Define the authorised universe of investable securities for your flagship fund, and the sub-universe of securities that are actively researched.

13.12 Briefly describe your stock selection process, with reference to filtering criteria, in-depth research and selection criteria.

13.13 Describe your portfolio construction process covering: tools/techniques, buy/sell disciplines, number of stocks held, stock weightings relative to index, determination of large/medium/small cap exposure, sectoral bias, securities that are not in the index and the cash allocation decision

13.14 How are trades allocated across portfolios? What processes are in place to ensure portfolios are consistently structured and excess cash is not held? 

13.15 Describe what steps you take to monitor and minimise transaction costs.

13.16 In what way is the after tax return for each stock considered prior to each transaction?

13.17 What do you see as the relevant investment risk characteristics of your portfolios?

13.18 Summarise in table format your risk management techniques (e.g. stock/sector limits, ex-ante tracking error, quality filters, constraints on derivatives, etc).

13.19 Please explain how you use derivatives.   Who is responsible for managing and implementing derivative strategies?

13.20 To what extent do you participate in transactions such as underwriting issues, etc. originated by another division of your firm?

13.21 Outline your soft-dollar policy.

13.22 Describe your approach to corporate governance issues relating to the Australian shares portfolio:

 Do you have a formal voting policy on stocks held in the portfolio? 

 Do you maintain a record of all voting on behalf of clients? 

 What is the process for identifying and acting on corporate governance issues?

 What reporting do you provide to clients on your actions in the area of corporate governance?

14 Australian Small Caps    

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

14.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

14.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

14.3 Please complete the Australian Small Caps worksheet in the spreadsheet titled FSC IMQ Data.xls.

14.4 Briefly describe your investment style (passive/growth/garp/value etc.).  Please be concise and do not use any marketing embellishment.

14.5 Has this changed in the last five years?  If it has, describe all changes and the reasons for these changes.

14.6 State the investment objectives for this product; including references to return, risk and time.

14.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

14.8 Indicate the relative importance of the following sources of investment insights to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	Source of Investment Insight
	Relative Importance to Process

	Broker Research
	

	Economic Analysis (top-down)
	

	Internal Fundamental Bottom-Up Stock Research (i.e. not externally sourced)
	

	Behavioural Finance Analysis
	

	Technical Analysis
	

	Others (please specify)
	


14.9 Describe your “research effort” (e.g. reliance on internal versus external research, company visits, type of analysis carried out and key criteria targeted in the research process).

14.10 Define the authorised universe of investable securities for your flagship Australian small companies fund and the sub-universe of securities that are actively researched.

14.11 Briefly describe your stock selection process.

14.12 Describe your portfolio construction process covering: tools/techniques, buy/sell discipline, number of stocks held, stock weightings relative to index, determination of small/micro cap exposure, sectoral bias, stocks that are not in the index and the cash allocation decision.

14.13 How are trades allocated across portfolios?  What processes are in place to ensure portfolios are consistently structured and excess cash is not held?  In what way is the after tax return for each stock considered prior each transaction?

14.14 Describe what steps you take to monitor and minimise transaction costs.

14.15 Describe your risk management techniques (e.g. stock/sector limits, liquidity issues, ex-ante tracking error, quality filters).

14.16 What do you see as the relevant investment risk characteristics of your small cap portfolios?

14.17 To what extent do you participate in transactions such as underwriting issues, etc. originated by another division of your firm?

14.18 Outline your soft-dollar policy.

14.19 Describe your approach to Corporate Governance issues relating to the Australian small cap portfolio:

 Do you have a formal voting policy on stocks held in the portfolio? 

 Do you maintain a record of all voting on behalf of clients? 

 What is the process for identifying and acting on Corporate Governance issues?

 What reporting do you provide to clients on your actions in the area of Corporate Governance?

15 Overseas Shares

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

15.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

15.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

15.3 Please complete the two Overseas Shares worksheets (Country|FX & Stocks) in the spreadsheet titled FSC IMQ Data.xls.

15.4 Briefly describe your investment style (passive/growth/garp/value etc.).   Please be concise and do not use any marketing embellishment.

15.5 Has your investment style changed in the last five years?  If it has, describe all changes and the reasons for these changes. (Note this question relates to style. It should not include reference to changes/enhancements to the investment process per se).

15.6 State the investment objectives for this product; including references to return, risk and time.

15.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

15.8 Indicate the relative importance of the following sources of investment insights to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	Source of Investment Insight
	Relative Importance to Process

	Broker Research
	

	Economic Analysis (top-down)
	

	Internal Fundamental Bottom-Up Stock Research (i.e. not externally sourced)
	

	Behavioural Finance Analysis
	

	Technical Analysis
	

	Others (please specify)
	


15.9 At what levels (eg. sector specialist, asset allocation committee, or overseas managers) are decisions made regarding country allocation of overseas shares, stock selection within overseas markets and currency management?

15.10 Explain how country allocations are adjusted (eg. via physical securities or derivatives).

15.11 What impact does currency have on your stock and country selection decisions?

15.12 Describe the process employed in managing currency and the way currency is integrated into the total portfolio.  Describe any situation where cross-currency hedging would take place.

15.13 How has the FIF legislation affected your portfolio construction?

15.14 Describe your “research effort” (e.g. reliance on internal versus external research, company visits, type of analysis carried out and key criteria targeted in the research process).

15.15 Define the authorised universe of investable securities for your flagship fund and the sub-universe of securities that are actively researched.

15.16 Briefly describe your stock selection process, with reference to filtering criteria, in-depth research and selection criteria.

15.17 Describe your portfolio construction process covering: tools/techniques, buy/sell disciplines, number of stocks held, stock weightings relative to index, determination of large/medium/small cap exposure, country bias, sectoral bias, securities that are not in the index and the cash allocation decision.

15.18 How are trades allocated across portfolios?  What processes are in place to ensure portfolios are consistently structured and excess cash is not held? 

15.19 Describe what steps you take to monitor and minimise transaction costs.

15.20 In what way is the after tax return for each stock considered prior each transaction?

15.21 Complete the following table for your flagship overseas share fund relative to benchmark.

	
	Minimum (%)
	Maximum (%)

	North America
	
	

	Europe
	
	

	Japan
	
	

	Asia (ex. Japan)
	
	

	Emerging Markets
	
	

	Other (please specify)
	
	


15.22 Describe your risk management techniques (e.g. stock/sector limits, ex-ante tracking error, quality filters, constraints on derivatives, etc).

15.23 What do you see as the relevant investment risk characteristics of your portfolios?

15.24 Please explain how you use derivatives.  Who is responsible for managing and implementing derivative strategies?

15.25 To what extent do you participate in transactions such as underwriting issues, etc. originated by another division of your firm?

15.26 Describe your approach to corporate governance issues relating to the International Share portfolio:

 Do you have a formal voting policy on stocks held in the portfolio? 

 Do you maintain a record of all voting on behalf of clients? 

 What is the process for identifying and acting on corporate governance issues?

 What reporting do you provide to clients on your actions in the area of corporate governance?

16 Emerging Markets (shares only)
If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

16.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

16.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

16.3 Please complete the two Emerging Markets worksheets (Country|FX & Stocks) in the spreadsheet titled FSC IMQ Data.xls.

16.4 Briefly describe your investment style (passive/growth/garp/value etc.).  Please be concise and do not use any marketing embellishment.

16.5 Has this changed in the last five years?  If it has, describe all changes and the reasons for these changes.

16.6 State the investment objectives for this product; including references to return, risk and time.

16.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

16.8 Indicate the relative importance of the following sources of investment insights to your process using a 5 point scale (1 = very important, 2 = important, 3 = neutral, 4 = minor consideration, 5 = unimportant):

	Source of Investment Insight
	Relative Importance to Process

	Broker Research
	

	Economic Analysis (top-down)
	

	Internal Fundamental Bottom-Up Stock Research (i.e. not externally sourced)
	

	Behavioural Finance Analysis
	

	Technical Analysis
	

	Others (please specify)
	


16.9 At what levels (eg. sector specialist, asset allocation committee, or overseas managers) are decisions made regarding country allocation of overseas shares, stock selection within overseas markets and currency management?

16.10 Explain how country allocations are adjusted (e.g. via physical securities or derivatives).

16.11 What impact does currency have on your stock and country selection decisions?

16.12 What impact does market depth/liquidity have on your stock & country allocation decisions?

16.13 Describe the process employed in managing currency and the way currency is integrated into the total portfolio.  Describe any situation where cross-currency hedging would take place.

16.14 How has the FIF legislation affected your portfolio construction?

16.15 Describe your “research effort” (e.g. reliance on internal versus external research, company visits, type of analysis carried out and key criterion targeted in the research process).

16.16 Define the authorised universe of investable securities for your flagship fund and the sub-universe of securities that are actively researched.

16.17 Describe your stock selection process with reference to filtering criteria, in-depth research and selection criteria.

16.18 Describe your portfolio construction process covering: tools/techniques, buy/sell disciplines, number of securities held, stock weightings relative to index, determination of regional and country exposure, sectoral bias, securities that are not in the index and the cash allocation decision.

16.19 Describe your risk management techniques (e.g. stock/sector/country/currency limits, ex-ante tracking error, quality filters, constraints on derivatives, etc).

16.20 How do you address the relative illiquidity of this sector compared to the developed markets?

16.21 What do you see as the relevant investment risk characteristics of your portfolios?

16.22 How are trades allocated across portfolios?  What processes are in place to ensure portfolios are consistently structured and excess cash is not held?

16.23 Describe what steps you take to monitor and minimise transaction costs.

16.24 Please explain how you use derivatives in this asset class.  Who is responsible for managing and implementing derivative strategies?

16.25 To what extent do you participate in transactions such as underwriting issues, etc. originated by another division of your firm?

17 Currency

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

17.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

17.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

17.3 Briefly describe your investment style with regard to currency management.  Please be concise and do not use any marketing embellishment.

17.4 Has this changed in the last five years?  If it has, describe all changes and the reasons for these changes.

17.5 What benchmark index is used for currency management?

17.6 State the investment objectives for this product; including references to return, risk and time.

17.7 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

17.8 Is currency managed as a separate asset class or is it incorporated in investment decisions (re: securities)?

17.9 How is the currency decision implemented across all international portfolios consistently?

17.10 What risk management constraints are in place (e.g. currency exposure limits and the use of derivatives)?

17.11 Who is responsible for currency management?  Please indicate any working relationships that may exist between the currency team and others (e.g. strategists, fixed interest teams etc.) in the organisation.

17.12 Describe the specific sources and purpose of any research used, both internal (including from the Parent) and external (banks, brokers).

18 Alternative Asset Classes

If you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

18.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

18.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

18.3 Briefly describe your investment style.  Please be concise and do not use any marketing embellishment.

18.4 Has your investment style changed in the last five years?  If it has, describe all changes and the reasons for these changes.

18.5 State the investment objectives for this product; including references to return, risk and time.

18.6 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit, your buy/sell disciplines and how you implement (e.g. fund-of-funds &/or direct investments).

18.7 Outline the portfolio construction process and portfolio parameters.  Use a diagram to help explain your investment process.

18.8 Outline risk management procedures, including the identification of risk types, the management of investment risk, diversification and the documentation of business risk for alternative assets.

18.9 How is the balance between cash flow and capital growth achieved in this asset class?

18.10 Who is the ultimate responsible entity for each investment decision in alternative markets?

18.11 Outline the decision-making process/committees, which ultimately approves an investment.

18.12 Detail the experience and skill base of the alternative asset team.

18.13 Detail and outline currency management for this asset class [if appropriate].

19 Multi-Managers

If you outsource an asset class to a “single” external mgr as part of a strategic alliance or joint venture you should “not” complete this section, rather you should complete the relevant section on the asset class in question (this section should only be completed if there is more than one external manager used).  Also note that if you have multiple products of this type where the differences between products are such that your responses would be different for each product, please complete this whole section for each of the products in question.

19.1 State the name of the INVESTMENT person that is responsible for the content of this Section.

19.2 Describe the investment philosophy that underlies this particular product.  What evidence do you have to support this philosophy?  Please be concise and do not use any marketing embellishment.

19.3 Briefly describe your investment style.  Please be concise and do not use any marketing embellishment.

19.4 Has your investment style changed in the last five years?  If it has, describe all changes and the reasons for these changes.

19.5 State the investment objectives for this product; including references to return, risk and time.

19.6 Use a diagram to help explain your process; including references to the market inefficiencies you aim to exploit and your buy/sell disciplines.

19.7 Detail your manager selection process.  Is any part of the manager selection process outsourced to external consultants (specify which)?

19.8 What reliance is placed on past performance and quantitative measures when selecting managers?

19.9 What are the specific information resources used to make manager selection?

19.10 Provide a diagram which shows the target allocation to each investment manager that is currently used within each asset class.  If this varies between products, please provide a diagram for each product.

19.11 How do you determine the configuration of managers and the weighting to each of the managers?

19.12 How often are these weightings rebalanced?

19.13 What are the investment constraints if any, imposed on managers, how were they derived and why?

19.14 For each instance where a proportion of funds are managed in-house, rather than by an external manager, describe in detail the rationale for this decision and how you circumvent the conflict of interests that are inherent in this approach (e.g. the decision to terminate yourself as a manager).

19.15 Describe to what extent you use currency or TAA overlay products? 

19.16 Describe how you attain your desired exposure to each manager (i.e. via pooled products or via mandate).

19.17 If applicable, outline any difference between the mandate you have negotiated with your manager(s) and their standard product.

19.18 If applicable, outline how you structured the performance-based fee you negotiated with your manager(s)?

19.19 Describe how you evaluate the performance of your managers?

19.20 How do you manage the various risk factors within your multi-manager portfolios?

19.21 How do you minimise implementation leakage in a multi-manager structure?

19.22 What systems are in place to monitor each of the underlying managers and multi-manager portfolio(s)?

19.23 Once a manager is selected what is the ongoing review process?

19.24 What is the formal reporting process for appointed managers?

19.25 Who is responsible for ensuring that managers comply with their mandates and how is this monitored?

19.26 Describe the procedures for terminating managers and outline the circumstance/reasons why you terminated the three most recently terminated managers.

19.27 How are transitions managed (include reference to custody and sale of assets)?

20 Investment Performance

20.1 State the name of the person that is responsible for the content of this Section.

20.2 Please complete the worksheet titled Performance Data in the attached spreadsheet FSC IMQ Data.xls. (Instructions for completing the Performance Data table are provided in the worksheet immediately preceding the table).

20.3 To what level does your organisation comply with industry standards (e.g. accounting, FSC, AIPMPS).

20.4 Please list your current benchmarks for the asset classes shown below.

	Products
	Benchmark
	Excess Return Objective
	Target Tracking Error Range
	Performance Primarily Assessed over “x” years

	Cash
	
	
	
	

	Australian Bonds
	
	
	
	

	Mortgages
	
	
	
	

	CPI Bonds
	
	
	
	

	Overseas Bonds
	
	
	
	

	Listed Property Trusts
	
	
	
	

	Direct Property
	
	
	
	

	Australian Shares
	
	
	
	

	Australian Small Caps
	
	
	
	

	Overseas Shares
	
	
	
	

	Emerging Markets
	
	
	
	

	Venture Capital
	
	
	
	

	Hedge Funds
	
	
	
	

	Others (please specify)
	
	
	
	


20.5 Describe the multi-sector portfolio attribution analysis carried out including how it is used. 

20.6 Describe procedures used to ensure consistency of performance across portfolios with similar mandates.

21 Custody of Assets

21.1 State the name of the person that is responsible for the content of this Section.

21.2 Explain how assets are held by your organisation.  Explain the arrangements for the custody of assets.

21.3 If assets are held in the name of a nominee company, please state the nature of the security arrangements including name of the custodian, details of any indemnities and details of audit arrangements.

21.4 What indemnities are given by your organisation concerning the safe keeping of securities?

21.5 Detail the insurance carried covering securities held on a client's behalf.  Cover in particular the insurer, type and amount of insurance cover, excess applicable to each event, limitations on amount or frequency of claims and any other relevant aspects of the insurance cover.

21.6 Do you lend securities?  If so, what arrangements do you have for fee sharing with clients?

21.7 What custody arrangements would normally be used where a new client does not express a preference for a particular arrangement?

21.8 Outline your company’s policy with respect to in specie transfers into and out of pooled products.

21.9 Should a client wish to terminate an agreement, what restrictions apply?  Are you prepared to pass over physical securities rather than cash and what is the time delay involved?  If necessary, comment separately for the various products and asset classes in your range.

22 Customer Service and Administration

22.1 State the name of the person that is responsible for the content of this Section.

22.2 Please complete the attached worksheet titled Customer Service on the attached spreadsheet FSC IMQ Data.xls.

22.3 Is any aspect of your registry, unit pricing, custody and other back office operations outsourced?  If so, please state the organisations involved and the scope of the outsourcing arrangement(s).

22.4 What is the frequency of pooled fund unit price calculations?  If it varies from fund to fund, break down this information by fund group.

22.5 Describe the systems in place to measure price, monitor and report derivative exposures.

22.6 Please provide an organisational diagram of the Customer Service department.

22.7 How are customers defined?  Are different levels of service provided to different customer categories?

22.8 What forward planning is carried out to handle targeted growth in client numbers?

22.9 What technology is used to assist the customer service function (eg. automated call analysis, automated logging of times, document imaging and workflow systems, integrated account management systems)?

22.10 What are your standards regarding the following:

	Process
	Days

	Number of days to process applications
	

	Number of days to process redemptions
	

	Number of days to respond verbally to queries or complaints
	

	Number of days to provide a written response to queries or complaints
	


22.11 Please provide brief details of how client services personnel are provided with a required level of product and investment knowledge (i.e. induction and training programs, manuals, etc.).

22.12 What training do customer service personnel undertake prior to the launch of a new product?

22.13 What information is provided to clients (e.g. technical, economic, investment, performance, and asset allocation)?

22.14 Please provide two examples of the regular reports to clients (one retail and one wholesale).

22.15 What research is carried out to determine customer requirements?  How is customer feed-back exploited? 

22.16 In terms of service and administration standards:

 How does your organisation benchmark itself? 

 How are the service standards formulated and implemented? 

 How is the achievement of service standards monitored?

22.17 Briefly describe your procedures for dealing with complaints.

22.18 What level of interaction exists between customer service and the investment management team?

