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Pensions Legislative and Governance Knowledge and Understanding
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A general awareness of the pensions legislative framework in the UK.
An awareness of the LGPS Regulations and their main features.
Broad understanding of the role of pensions fund committees in relation to the fund, administering...
An awareness of the LGPS main features.
A detailed knowledge of the duties and responsibilities of committee members.
An understanding of how pooling will impact on governance of the LGPS.

An understanding of how MIFID Il will have an impact on Local Government Pension Fund activities.

Headline comments:

The maximum score (excellent knowledge - 5) across the four respondents would be 20
Overall, the committee has ‘appropriate’ to ‘good’ knowledge and understanding: the average rating across all categories was 3.3
The impact of MIFID Il on the LGPS had the lowest rating — average score 2.75 (between ‘basic’ and ‘appropriate’ knowledge)

Knowledge of the duties of committee members and their role in relation to various stakeholders were most highly rated (average score 3.75,
between ‘appropriate’ and ‘good’), as might be expected

e The average rating by individual members in this section ranged from 3 to 3.7 (‘appropriate’ to ‘good’)



Pensions Accounting and Auditing Standards - Knowledge and Understanding
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Awareness of the Accounts and Audit Regulations and legislative requirements relating to the role of ___.-—

the committee and individual members in considering and signing off the accounts and annual
report.

L, S ————————— "
Awareness of the role of both internal and external audit in the governance and assurance process. -

Headline comments:

Knowledge and understanding in accounting and auditing was much less highly rated

Overall, the committee has ‘basic’ to ‘appropriate’ knowledge and understanding: the average rating across all categories was 2.6
The average rating by individual members in this section ranged from 2 to 3.5 (‘basic’ to ‘good’)

More training on pensions accounting and auditing could be helpful



Financial Services Procurement and Relationship Management - Knowledge
Understanding
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A general understanding of the main public procurement requirements of UK and EU legislation. | ]
Awareness of the nature and scope of risks for the pension fund and of the importance of —
considering risk factors when selecting third parties.
An understanding of how the procurement process will function under pooling and the changed — O ~—
relationship between the committee and third party suppliers.

Headline comments:

e Knowledge and understanding in procurement and relationship management was generally rated ‘appropriate’ — an average of 3.2

e However, there was a wider range of responses from individual members — average ratings ranged from 2 (‘basic’) to 4.3 (‘good’)

e Further training on the procurement process under pooling, and the changed relationship between committee members and third-party suppliers,
might be beneficial



Investment Performance - Knowledge and Understanding
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Understanding of the importance of monitoring asset returns relative to the liabilities and a broad —- T——

understanding of ways of assessing long-term funding objectives.

An awareness of how pooling will impact on the monitoring of asset returns and performance -
measurement.

Headline comments:

e The average rating of knowledge and understanding on investment performance was 3 (‘appropriate’).
e The impact of pooling on monitoring asset returns was slightly weaker with an overall rating of 2.75

e Whilst some of the knowledge and understanding around pooling will evolve over time, some training in this area may be beneficial. Two members
felt they had only basic knowledge of this



Risk Management - Knowledge and Understanding
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Awareness of the risk and return characteristics of the main asset classes (equities, bonds, property —_—— -——
etc.) and the role of these asset classes in the investment strategy.

What lessons can be learned from past financial disasters and how these can be used to improve risk — e R,
management.

How current macroeconomic events can be used as an opportunity to re-assess and improve risk — — Y —
management.

How credit risk, operational risk, and liquidity risk are measured. [T T D T—"

Headline comments:

e The level of knowledge and understanding of risk management was appropriate, with an average score of 3.2
e |In particular, an understanding of how past financial disasters can improve risk management was strongly rated (3.75, ‘good’)

e Credit risk, operational risk and liquidity risk were less secure, with two members saying they had only ‘basic’ knowledge. This section had an average
score of 2.75

e Individual member responses were more varied on this topic, ranging from an average of 2.5 (‘basic’ to ‘appropriate’) to 3.75 (‘good’)



Financial Markets and Products - Knowledge and Understanding
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Understanding of the primary importance of the investment strategy decision. | P —

A broad understanding of the workings of the financial markets and of the investment vehicles... | P —
Awareness of how an investment strategy can be enhanced through the integration of ESG... ™y -l e
————

An understanding of the role of growth in investment a€“ global equities, private equities and RAFI...

An understanding of the role of income in investment 3€“ property, infrastructure, private debt,...[ T - ey —

Headline comments:

e Overall, members felt they had an appropriate level of knowledge and understanding of financial markets/products: an average score of 3.1
e The lowest rating was in the area of ESG, and understanding the difference between ESG, sustainable and impact investment (a score of 2.75)
e Further training in this area might be helpful.



Preferred Training Method
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External conferences

Training sessions before meetings

Internal scheduled training days

Online training

Headline comments:

e There was a strong preference for training to be delivered via internal, scheduled training days
e Online training was least preferred



