Clearly define roles and
responsibilities when a third

party handles investment
management

Delegated investment management turns over

certain functions to a third party, but it isn’t a simple
outsourcing solution. Rather, it should complement the
strategic responsibilities of the plan sponsor.

The model is the same as when

a management team acts upon a
corporate board’s strategy. Clear
guidelines are needed to reflect the
significant decision making delegated
to the investment manager.

The plan sponsor remains in control

of high-level strategy, defining the
pension plan’s long-term funding
objectives and determining return
requirements relative to the liabilities,
while the delegated investment
manager implements the daily aspects
of that strategy, including portfolio
construction and operations.

Figure 1 shows the range of investment
decisions and activities, and which
function they fall under.

Delegation frees the
plan sponsor to devote
more time to strategy
and, more important, to
focus on high-quality
oversight.

Typical delegated manager
functions

= Allocation to different asset classes,
within the plan sponsor’s guidelines

= Monitoring the funding level and
implementing changes based on
market conditions and de-risking
triggers

= Hiring and firing investment
managers

= Negotiating investment manager fees

= Negotiating legal investment
management and related agreements

= Executing documentation
= Managing cash flow

= Monitoring investments at a detailed
and higher level

= Liaising with the custodian

We believe the appointment of a
delegated investment manager can
help increase governance effectiveness
if there are up-front, clear guidelines
based on the plan sponsor’s mission,
objectives, and carefully defined roles
and responsibilities.

Figure 1. Governing and execution
functions

Governing function

= |nvestment strategy
= Return target
= Risk tolerance

= Strategic triggers

Oversees

Execution function

= Portfolio construction
= Asset allocation
= Risk factor exposure

= Manager selection

= |mplementation
= Portfolio positions
= Cash-flow management

= QOperation risk management
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This document was prepared for general information
purposes only and does not take into consideration
individual circumstances. The information contained

herein should not be considered a substitute for specific
professional advice. In particular, its contents are not
intended by Towers Watson Investment Services, Inc., and
its parent, affiliates, and their respective directors, officers,
and employees (“Willis Towers Watson”) to be construed as
the provision of investment, legal, accounting, tax or other
professional advice or recommendations of any kind, or to
form the basis of any decision to do or to refrain from doing
anything. The information included in this presentation

is not based on the particular investment situation or
requirements of any specific trust, plan, fiduciary, plan
participant or beneficiary, endowment, or any other fund;
any examples or illustrations used in this presentation are
hypothetical. As such, this document should not be relied
upon for investment or other financial decisions and no
such decisions should be taken on the basis of its contents
without seeking specific advice. Willis Towers Watson
does not intend for anything in this document to constitute
“investment advice” within the meaning of 29 C.F.R. §
2510.3-21 to any employee benefit plan subject to the
Employee Retirement Income Security Act and/or section
4975 of the Internal Revenue Code.

This document is based on information available to Willis
Towers Watson at the date of issue, and takes no account of
subsequent developments. In addition, past performance is
not indicative of future results. In producing this document
Willis Towers Watson has relied upon the accuracy and
completeness of certain data and information obtained

from third parties. This document may not be reproduced or
distributed to any other party, whether in whole or in part,
without Willis Towers Watson’s prior written permission,
except as may be required by law.

Views expressed by other Willis Towers Watson consultants
or affiliates may differ from the information presented
herein. Actual recommendations, investments or investment
decisions made by Willis Towers Watson, whether for its
own account or on behalf of others, may differ from those
expressed herein.
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Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and
solutions company that helps clients around the world turn risk into a path for growth.
With roots dating to 1828, Willis Towers Watson has 45,000 employees serving

more than 140 countries and markets. We design and deliver solutions that manage
risk, optimize benefits, cultivate talent, and expand the power of capital to protect
and strengthen institutions and individuals. Our unique perspective allows us to see
the critical intersections between talent, assets and ideas — the dynamic formula
that drives business performance. Together, we unlock potential. Learn more at
willistowerswatson.com.
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