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Governance Overview 
The key benefits from effective governance include the following: 

 Robust risk management, which can assist in avoiding problems arising or at least reducing their 
impact 

 Ensuring resources and time are appropriately focussed 

 Timely decision making and implementation of change 

 A clear view for the Pension Committee of how the Fund operates and is being managed. 

At Aon Hewitt, our beliefs on achieving good governance can be categorised as follows: 

 Direction – having clear strategies and policies that also meet legislative requirements are 
fundamental 

 Delivery – having a clear plan for implementing the Fund's strategies and policies, together with 
appropriate monitoring as to whether they are being achieved, and good risk management are 
critical to ensure effective and efficient delivery 

 Decisions – having an appropriate governance structure, involving the right people, with the right 
attitude and the appropriate skills and knowledge are key. 

These beliefs are shown in the following diagram and described in more detail below.  Use of this 
framework can help ensure decision-making is put into context for the Pensions Committee. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Decision Title 
Explain the decision your client will need to make. 
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Legislation 

The Fund's strategies and policies should be in line with legislative requirements and any related statutory or other guidance. 
These include, but are not limited to: 
 The Local Government Pension Scheme (Management and Investment of Funds) Regulations 2009 

 The Local Government Pension Scheme Regulations 2013 

 The LGPS (Transitional Provisions, Savings and Amendments) Regulations 2014 

 CIPFA guidance such as the Pensions Finance Knowledge and Skills Framework, Preparing and Maintaining a Funding 
Strategy Statement in the Local Government Pension Scheme 2012 and Principles for Investment Decision Making and 
Disclosure in the Local Government Pension Scheme in the United Kingdom 2012. 

Strategies and 
policies  

The Fund's strategies and policies should provide the aims, principles, protocols and environment for how the Fund is managed.  
The strategies and policies: 
 should be wide ranging covering all key areas including funding, investments, administration, communications and 

governance itself 

 should be clearly articulated, to provide a framework within which those managing the Fund are able to operate  

 should provide the focus for all future decisions and plans   

 should be agreed by those responsible for governing the Fund.  

Governance 
structure 

There is no one 'correct' governance structure.  The Administering Authority's structure should: 
 have clear terms of reference 
 have a clearly documented scheme of delegation 
 allow decision making at the appropriate level 
 allow quick decision making where appropriate 
 include well presented information/reports 
 allow sufficient time for discussion where necessary 
 have good quality (committee) administration (e.g. issuing papers in good time) 
 include a process for managing conflicts 
 provide transparency to stakeholders where appropriate. 
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Behaviour 
 

A good governance structure will not be effective unless it involves the right people with the right attitude.  Individuals should: 
 have a high level of attendance at meetings 
 demonstrate integrity in relation to their Fund role 
 be engaged and provide appropriate challenge to advisers 
 be accountable for the decisions made 
 highlight any potential conflicts they may have 
 prepare adequately for meetings. 
In addition, the Chairperson should manage the meetings fairly without any bias to individuals or self 

Pension Skills 
and knowledge 

A critical element is the need for those managing the Fund to have the appropriate level of knowledge and skills.  Administering 
Authorities should: 
 clearly articulate the knowledge and skills requirements in a Fund policy 
 provide ongoing training in an effective and suitable manner to meet those requirements 
 regularly review whether knowledge aspirations are being met 
 ensure they rely appropriately on officers and advisers to provide expert knowledge and advice. 

Business 
Planning  

The Fund should have a business plan, setting out required activities in the period to which the plan related.  Those activities: 
 should be driven by the Fund's strategies and policies  
 must include activities driven by changes in overriding legislation. 

Performance 
Measurement 

Those responsible for governing the Fund should be provided with appropriate performance information.  Measurements should: 
 illustrate whether or not the Fund's aims are being achieved 
 illustrate whether or not the Fund's business plan is being achieved 
 be updated in accordance with appropriate timescales 
 be presented in a manner that is easy to follow and understandable to those governing the Fund 
 assist in identifying changes to the Fund's business plan, strategies, polices and aims. 
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Risk 
Management  

Effective risk management is critical to minimise the impact and/or probability of unfortunate events and to maximise the 
realisation of opportunities.  It should be: 
 aligned with the Fund's aims 
 a key consideration in decision making 
 systematic or structured 
 an integral part of the Administering Authority's processes and procedures on a daily basis. 
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Disclaimer 
This document and any enclosures or attachments are prepared on the understanding that it is solely 
for the benefit of the addressee(s). Unless we provide express prior written consent, no part of this 
document should be reproduced, distributed or communicated to anyone else and, in providing this 
document, we do not accept or assume any responsibility for any other purpose or to anyone other 
than the addressee(s) of this document. 

Notwithstanding the level of skill and care used in conducting due diligence into any organisation that 
is the subject of a rating in this document, it is not always possible to detect the negligence, fraud, or 
other misconduct of the organisation being assessed or any weaknesses in that organisation's 
systems and controls or operations. 

This document and any due diligence conducted is based upon information available to us at the date 
of this document and takes no account of subsequent developments. In preparing this document we 
may have relied upon data supplied to us by third parties (including those that are the subject of due 
diligence) and therefore no warranty or guarantee of accuracy or completeness is provided. We 
cannot be held accountable for any error, omission or misrepresentation of any data provided to us by 
third parties (including those that are the subject of due diligence). This document is not intended by 
us to form a basis of any decision by any third party to do or omit to do anything. 

Any opinions or assumptions in this document have been derived by us through a blend of economic 
theory, historical analysis and/or other sources. Any opinion or assumption may contain elements of 
subjective judgement and are not intended to imply, nor should be interpreted as conveying, any form 
of guarantee or assurance by us of any future performance. Views are derived from our research 
process and it should be noted in particular that we can not research legal, regulatory, administrative 
or accounting procedures and accordingly make no warranty and accept no responsibility for 
consequences arising from relying on this document in this regard. 

Calculations may be derived from our proprietary models in use at that time. Models may be based on 
historical analysis of data and other methodologies and we may have incorporated their subjective 
judgement to complement such data as is available. It should be noted that models may change over 
time and they should not be relied upon to capture future uncertainty or events. 
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