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Agenda

= Context
= Ground rules
= Survey results

= Insights & doing better
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Context

= Let’s start at the very beginning:

Governance

Objective setting
Asset allocation strategy

Portfolio structure

Manager selection
Funding/transition
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Russell’'s recent work worldwide

"
United States
Kevin
UK/Europe Survey
Sorca & Don 2011
Survey and Roundtables
2009, 2011 Australia

Keith & Graham
Survey and Report
2010
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Ground rules

= Russell’'s approach
= reporting back
= stick to what we know: investment

= consistent international approach

= Governance # Management

“Management Is about running the business;

governance Is about seeing that it is run properly.”

R.I. Tricker, 1984
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About our 29 respondents

12

10 = Aview from the top

8 = ‘Others’ were senior execs
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= Medium and mega sized

schemes well represented

= Large and small less so
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No response <100m 100m-500m 500m-999m $1bn+
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How are assets managed?
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What do Boards look like?

;
6 = Five to seven on average
S . . .

. = Wide dispersion, left

3 - skew

2 -

1 -

0 -

NR 2 3 4 5 6 7 8 9 10 11

Number of Trustees w Eler

nominated

mE/ee
nominated

= Not parity representation
= Widespread use of independents

= 549% with a finance/investment ® Independent

background
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Meetings, meetings

Meeting Frequency Time spent on investment
= No response
= No
response
= Monthly
B <25%
m Quarterly
m 25-50%
= Twice
Annually
m>50%

= As required

‘About right’: 28  ‘Too little™:1
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Typical agenda items
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= Offer and product reviews not (delegated?)

= Governance is firmly on the agendal!
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Investment Committees?

11

Yes: 13

No response: 1
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Committee composition and meeting frequency

m E/er nominated

1t04 |8
4

Sto7
No response 1

6 -
2_
1_]
0_

Monthly Quarterly Twice As required
Annually

® E/ee nominated

® Independent
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In-house superannuation professionals
focused on investment
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l1to?2 3t04 5 or more

...all but one have a finance/investment background
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Who's responsible for what? Accountability
fog???

Strategic Asset Allocation

Portfolio Structure

Manager Selection

0% 20% 40% 60% 80% 100% 120% 140%  160%

m Trustees ®Investment Committee M®In-house Team ®mExternal Manager ®Implemented Consultant = Other
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Effectiveness Self-Ratings

Obtaining Specialist Advice

Decision-Making in General

Ability to Respond Quickly

Minimising Trustee Burden

Efficient Use of Trustee Time

0 5 10 15 20 25 30

mNo response ®Poor ®Fairly Poor = Neither Poor nor Good =Fairly Good ®Very Good

Overall: we think we’re pretty effective!
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]
Confidence rating:
Are we equipped for future challenges?

= No response

® Relatively Less Confident

m Neutral

® Fairly Confident

m Very Confident
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Reviews and changes

Assessments of Board/Trustee performance?
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o
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HARDIN
1 I I “That"s the international symbel for 'Don’t Reck The Boat"."

No, not No, but Yes, Yes, No reponse
considering considering informally  formally
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What changes?

Decision-making changes? '
Review governance

Yes . .
Set-up investment committee 1
NO 22

Outsource asset management 1
No response 2

Other 2
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Key Insights

= Governance is firmly on the agenda

= We love picking managers

= Employees not well represented

= |[nvestment committees not the norm

= |Independents are there (esp on investment committees)
= Finance and investment skill also there

= Evidence of accountability fog

= We think we’re mostly okay
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Doing better?

= More even spread in representation

= Quicker response times

= Clearer definitions of where the buck stops

= |nvestment experience on investment committees

= Consider assessing board performance
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Russell
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The information contained in this publication was prepared by Russell Investment Group Ltd on the basis of information
available at the time of preparation. This publication provides general information only and should not be relied upon in
making an investment decision. Investors should seek professional financial advice from an authorised financial adviser
which takes into account their personal circumstances before making an investment decision. In particular, the
information contained in this publication is not personalised financial advice for the purposes of the Financial Advisers
Act 2008 (NZ). Russell Investment Management Ltd and its directors will not be liable (to the maximum extent
permitted by law) for any loss or damage arising as a result of reliance being placed on any of the information contained
in this publication. None of Russell Investment Group Ltd, Russell Investment Management Ltd, any member of the
Russell Group, their directors or any other person guarantees the investments or the returns on the investments in the
Russell Funds Investment Programme.

The Product Disclosure Statements or the Information Memorandum for the Russell Funds (as applicable) are available
by contacting Russell Investment Group on 0800 357 6633.

Copyright 2011 Russell Investment Group Ltd. All rights reserved.




