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• The DCP Investment Policy Statement (IPS) serves
as a roadmap to investment oversight and
documents the prudent processes that the Board
and staff follow in monitoring the DCP. It defines
the:

• Purpose of the IPS

• DCP’s investment objectives

• Responsibilities of the different parties

• Investment structure and options

• Investment search and the DCP’s procurement policy

• Policies for selection and termination of investments

• Investment option performance standards

 Benchmarks and Procedures for ongoing
monitoring of investment options

• This IPS will be reviewed generally no less than
once every three years
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• The IPS defines the objectives of the DCP, which is
part of the City’s broader retirement program.

• The primary objective of the DCP is to assist
employees and their beneficiaries in
accumulating assets in a tax efficient manner in
order to obtain financial security in retirement.

• A related objective is to provide a diversified line-
up of high quality options at reasonable fees.

• Participation is voluntary and ultimately
investment risk in the DCP is borne by the
participants, who are responsible for deciding
how much salary to defer and which options to
select for their investment portfolios.
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• This section of the IPS describes in detail the roles
and responsibilities of the Board members,
investment consultant, investment managers, TPA
and custodian.

• These parties have the fiduciary duty to act in the
sole interest of the DCP participants and their
beneficiaries and must follow the “prudent
investor” principles.

• Board members can select delegates to carry out
different tasks but ultimately, the Board still
retains the obligation to monitor these delegates.
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• The Board has selected a multi-manager fund of
fund structure for DCP investment options in
order to provide a streamlined, yet very well
diversified, investment menu.

• Options are identified by asset class rather than a
brand name in an effort to promote participant
focus on asset allocation rather than fund names.

• Participants can easily select options based on
their individual investment objectives and risk
tolerance.

• The DCP investment structure is comprised of the
following tiers:

• Asset Allocation: for “do it for me” investors

• Core Options: for “guide me” investors

• Brokerage Window: for “let me do it” investors

• See Appendix for the fund of fund option details.
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• Periodically, we conduct an investment structure review with the Investments Committee. This
process allows us to review the investment menu to determine if modifications should be
considered. These potential changes are subject to subsequent review and approval by the full
Board.
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• This section of the IPS provides information on the
process that the Board follows when conducting
mutual fund searches and/or institutional
manager procurements to fill out the options in
the DCP’s investment menu.

• Institutional products (such as Collective Investment
Trusts or Separate Accounts) follow an RFP process.

• Mutual fund searches which do not require contracting
can also be used if the Board deems appropriate.

• Searches and procurements for specific
investments generally will occur once every five
years, though nothing precludes the Board from
expediting procurement if appropriate.



Copyright © 2021 Mercer (US) Inc. All rights reserved.

Investment Policy Statement
Policies for Selection and Termination of Investments

8

• In this section of the IPS, the Board has developed
a list of minimum qualifications for the selection
of investment managers, as well as the criteria for
qualitative and quantitative assessments.

• Although searches for specific investment
categories are performed once every five years,
under certain circumstances it may be necessary
to terminate/replace the manager before the five-
year period. A discussion of these circumstances is
shown on this section.
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• The qualitative and quantitative investment
option performance evaluation standards are
listed here.

• The index and universe benchmarks selected for
the evaluation of the investment options are
listed on a table in this section.

• On the following slides, we provide samples of
how these standards are applied on the
monitoring of the investment options.
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Benchmark

• A measure against which performance is assessed

• Most funds have a stated benchmark which the investment team aims to outperform.
Benchmarks tend to be a market index, such as the S&P 500 Index or a peer group median.

• A good benchmark is characterized by: being measurable, investable, and having a
construction process that is known.

- Examples of appropriate benchmarks:

- Small cap value Russell 2000 Value

- Developed non-US equityMSCI EAFE

- Core US bond fund Bloomberg US Aggregate

• While not investible, peer groups provide useful information about how a fund’s
investment strategy compares to other funds within the asset class and can also provide
insight into a manager’s investment process.

• Some portfolios are benchmark agnostic, meaning that they do not try to outperform a
specified benchmark, but rather focus on achieving an absolute return.
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Index (passive) fund example: The DCP Large Cap Stock Fund (comprised 100% of
the Vanguard Institutional Index Fund) seeks to approximate the performance of the
S&P 500 Index. On a quarterly basis, we evaluate how successful the fund has been at
tracking this benchmark.

Over all periods, the fund 
(top line) closely mirrors 
the benchmark. In addition, relative to the 

universe of all large cap 
equity index funds, strategy 
ranks favorably among other 
large cap passive funds.

Investment Policy Statement
Monitoring Funds – Passive Funds
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Actively managed fund example: The DCP International Stock Fund invests in three underlying
actively managed funds holding non-US securities. Each fund is trying to beat a stated
benchmark. MFS (which is an underlying active equity manager within the DCP International
Stock Fund) seeks to outperform the performance of the MSCI EAFE Index. On a quarterly basis,
we evaluate how successful the fund has been versus this benchmark.

Over all periods longer than 1-year, MFS (top 
line) exceeds benchmark performance (second 
line) by a significant margin, indicating it is 
adding value above a passive investment

In addition, relative to other non-US 
equity funds, the strategy stacks up very 
well (percentile rankings in parentheses –
lower is better), ranking  in top third of 
comparable funds over most periods.

Investment Policy Statement
Monitoring Funds – Actively Managed Funds
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Stable Value Fund: On an ongoing basis, the Board monitors performance of the Plan’s stable
value option (as well as the FDIC-backed option) to ensure crediting rates are competitive
relative to market interest rates and also other capital preservation products available.

Over all periods, the DCP Stable Value Fund has exceeded the 
theoretical benchmark yield of a 3-year Treasury + 0.50%, 
indicating its competitive return relative to short-term treasuries. 
Further its relative performance compared to other SV funds is 
very competitive as its Peer Rank is in the top percent over the 10-, 
7- and 5-year periods. Finally, rolling performance over many 
years has been consistently strong. 

Monitoring goes beyond simply reviewing returns. The 
SV Fund’s market-to-book ratio is examined to ensure it is 
trading at a “healthy” level in light of current market 
conditions. Credit quality and duration (interest rate risk) 
are also monitored.

Investment Policy Statement
Monitoring Funds – Capital Preservation

DCP Stable Value Fund net performance as of 9/30/2021
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Aside from focusing solely on quantitative factors, it’s important to qualitatively
evaluate fund managers since assessing non-performance attributes like research
quality, portfolio construction, and other factors may be more predictive of future
results than trailing performance.

Qualitative assessment of MFS
Factor Factor

Score
Comments

Idea Generation ■■■□
The portfolio managers are experienced and savvy investors who make good use of a long-standing and disciplined
investment philosophy and process. They leverage their colleagues in the broader core global/international equity
portfolio management team as well as the global analyst platform.

Portfolio Construction ■■■□ The portfolio is well-diversified and generally reflects the stated philosophy of the team which emphasizes quality growth
companies. Portfolio risk is addressed at the onset via security selection.

Implementation ■■□□
MFS monitors capacity constraints. We are mindful of the high overlap in holdings between this strategy and other global
and international equity strategies managed by the firm, but we do not believe this is a current concern. Additionally, MFS
monitors a stock's liquidity at the firm level.

Business Management ■■■□
MFS is a well-managed and stable firm, which is focused solely on asset management and has a supportive parent
company. We believe it has the necessary resources and culture for its investment capability to be maintained or
enhanced over time.

ESG Rating ESG2
MFS has invested in resources to support ESG analysis, voting and engagement, and has a disciplined and systematic
process to integrate ESG considerations in investment decisions. At a strategy level, the analysts are well informed and
thoughtful about the ESG issues that may affect their stocks.

Overall Rating B+

Our conviction in the MFS International Equity strategy is based on our high regard for the portfolio management team
and its disciplined and consistent process. Also, the strategy benefits from ideas contributed by the broader
global/international core equity team. We like the synergy between team members and the firm's collaborative culture
which we maintain ensures that the focus of both portfolio managers and research analysts is on the strategy's
investment performance.

Investment Policy Statement
Monitoring Funds – Qualitative Assessment
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Investment Policy Statement
Expense Monitoring
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The DCP is 
offering well 
below peer 
group 
median cost 
for all funds. 

Investment Policy Statement
Expense Monitoring
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Funds Underlying Managers Vehicle

Strategy 
Expense 
Ratio

Blended 
Expense 
Ratio

DCP Stable Value Fund Galliard Stable Value Fund* Separate Account 0.26% 0.26%

DCP Bond Fund
Vanguard Total Bond Market Index* CIT 0.03%

0.10%
Manulife Core Plus Fixed Income* CIT 0.17%

DCP Large Cap Stock Fund Vanguard 500 Index* CIT 0.01% 0.01%

DCP Mid Cap Stock Fund
Vanguard Mid Cap Index* Mutual Fund 0.03%

0.25%Allspring Special Mid‐Cap Value Equity* CIT 0.45%
BlackRock Fundamental Mid‐Cap Growth Equity* CIT 0.50%

DCP Small Cap Stock Fund
Vanguard Small Cap Index* Mutual Fund 0.03%

0.43%Neuberger Berman Active Small‐Cap Value Equity* CIT 0.75%
Columbia Threadneedle Small‐Cap Growth Equity* CIT 0.50%

DCP International Stock Fund
MFS International Equity** CIT 0.46%

0.55%FIAM Select International Small Cap Equity** CIT 0.85%
Columbia Threadneedle Emerging Markets Opportunity** CIT 0.56%

*Approved

**Recommended
Incumbent options shown in italics. The Vanguard Total Bond Market Index, Vanguard 500 Index and MFS International Equity Funds are currently invested in the 
mutual fund vehicles and will be transitioning to CIT vehicles.

In the recent procurement cycle, the Board has taken steps to identify high quality investment
products which in many cases represent a reduction in DCP expense ratios, reinforcing the
continual focus that DCP fiduciaries place on optimizing costs for participants.
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• The Appendix shows details of:
– The investment option profiles
– DCP Deposit Savings Account
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Investment Policy Statement
Appendix – Risk Profile Allocations
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Investment Policy Statement
Appendix – Benchmarks
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