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Objectives of the guidance

= Support administering authorities (and joint committees) CIPFA\ sz,

» Demonstrating best practice governance

= During implementation of investment pools \investment pooling

. governance principles

When patrticipating in investment pools

for LGPS Administering Authorities

It does not consider:
» The establishment or operations of the investment pool operator

» The role of administering authorities as shareholders in an operator

“Governance is a key building block in any successful organisation”

Aon Hewitt
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High level governance model

Administering Multiple Administering Authorities

Authority Administering | Administering § Administering
PC or other Authority Authority Authority

Oversight Possible
Committee sub-groups

decision
makers
Asset Groups

Chief
Fund Managers
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Finance
Officer

Other
Officers




The foundations

G

Implementation
good practices in
transparency
reporting, and audit,
to deliver effective
accountability

(97 A

C

Defining outcomes in
terms of sustainable
economic, social,
and environmental
benefits

7

Behaving with

integrity, demonstrating
strong commitment to
ethical values, and
F respecting the rule of law D

Managing risks and -
performance through
robust internal control
and strong public
financial management

B

Ensuring openness
and comprehensive
stakeholder

Determining the
interventions
necessary to optimize
the achievement of the
intended outcomes

engagement

4
E

Developing the entity’s
capacity, including the
capability of its leadership
and the individuals within it

Aon Hewitt

Source:

International Framework: Good Governance in the Public Sector (CIPFA/IFA 2014)
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“Good governance is dynamic”

“An entity should be committed to improving
governance on a continuing basis through
a process of evaluation and review”

AON
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Evolving current arrangements

=| =l

Responsibilities Mutually acceptable  Business planning Annual report
polices

Aon Hewitt
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Strategies and policies

Knowledge/skills Communications

Risk Breaking

the law

=

Cost sharing

Complaints

Potential
conflicts of
interest

Aon Hewitt
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Information and reporting requirements

Administering Authority

P_C_ or other Chief F_mance Other Officers
decision makers Officer

Oversight Possible
Committee sub-groups

= Asset valuations = Costs

» |nvestment performance = Responsible investment

» Relative investment performance = Business and operational aspects
= Attribution

What are each of the stakeholders expecting, and what can reasonably be delivered?

Aon Hewitt
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The LGPS Myners’ Principles in an asset pooling world

» Effective decision making

» Clear objectives

= Risk and liabilities

= Performance assessment

» Responsible ownership

» Transparency and reporting

= Not explicitly referred to in the new Investment Regulations or in DCLG Guidance on the
preparation of an Investment Strategy Statement

— But still seen as best practice under CIPFA Guidance
— And consistent with broader pension fund requirements in a less regulated world

Aon Hewitt
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And particular mention to....

The CFO role, including: Implications on stakeholders

" ensuring » Need for good communications
— the PC have the necessary knowledge » Need to understand the implications of
— Fund’s governance in line with best practice investment pooling

— The finance function is appropriately resourced * Need reassurance where no implications
» Fiduciary duty to both scheme employers
and scheme members

Promoting and delivering good
financial management

Being actively involved and influencing all
material decisions

Having the requisite knowledge of
pooling arrangements

AON

Aon Hewitt
Empower Results®
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Transitional arrangements

Responsibilities _
and terms of Risk Knowledge

reference management & skills

=|

Project
mgmageme_nt Information Potential
and resourcing and conflicts of
reporting Interest

Aon Hewitt
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Summary and the way forward

. Risk Knowledge o _ _
Responsibilities management & skills Communications  Ongoing business

planning
NN
| 1

The CFO

Project
management
and resourcing

Annual

Information Potential report
and conflicts of P

reportin Interest A
Aon Hewitt p g m
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Questions?

AON

Aon Hewitt R
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About Aon Hewitt

Aon Hewitt is the global leader in human resource consulting and outsourcing solutions. The company partners with
organisations to solve their most complex benefits, talent and related financial challenges, and improve business
performance. Aon Hewitt designs, implements, communicates and administers a wide range of human capital, retirement,
investment management, health care, compensation and talent management strategies.

With more than 35,000 professionals in 90 countries, Aon Hewitt makes the world a better place to work for clients
and their employees.
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