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Iam excited to preside over my second NCPERS Annual 
Conference & Exhibition (ACE) Program, held on May 12-16, 
2018, in New York, New York. During these uncertain economic 

times, it is more important than ever for us to come together as a 
public pension community.

We have been continually improving and adding new valuable 
educational programming to our flagship event. TEDS is a pre-
conference staple in the NCPERS curriculum for new and novice 
trustees who are seeking a better understanding of their new role 
as trustees of a pension fund. NCPERS Accredited Fiduciary (NAF) 
is in its third year. With 47 experienced trustees now accredited, 
I encourage you to attend and begin earning your Accredited 
Fiduciary (AF) designation. 

For the second year, we will offer all four NAF modules 
simultaneously. This year’s ACE program is designed to inform 

attendees of the issues facing the public pension community and 
give you the tools to face these issues. NCPERS will address these 
issues of public pension plans, with the following ACE highlights:

Module 1: Governance and the Board’s Role- In this module, 
attendees will learn the role, responsibilities and accountabilities 
of their public pension board, as well as the differing governance 
models and principles that exist. How to become a “high-
functioning Board” will also be discussed. 

Module 2: Investment, Finance, and Accounting- In module 
2, attendees will learn the proper administration of their fund’s 
investments, ensuring compliance with investment policies, 
performance management, and adequate reporting. Attendees will 
also learn how to access the required information they need to make 
informed financial decisions. 
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By Peter Mixon

Li m ite d  pa r t ner  i nve s tor s  i n 
private fund partnerships have 
limited liability because they do 

not participate in the management 
of the fund’s operations.  The general 
partner is responsible for overseeing the 
management and investment of fund 
assets. This separation of ownership from 
management creates inherent conflicts of 
interest for fund managers – they have 
economic incentives to favor their own 
financial interests over the interests of 
the fund investors. To mitigate some of 
these “agency” risks, limited partnerships 
often include provisions for the creation 
of a committee consisting of fund limited 
partners --the limited partner advisory 
committee (LP Advisory Committee).  

While not mandatory, LP Advisory Committees can perform 
important functions in the governance of the fund. And if properly 
organized and managed, these committees can provide advantages 
to limited partners by mitigating agency risks in the management 
of their investments in the fund.

Advisory Committee Purposes

LP Advisory Committees are created and defined by the 
partnership documents.  Typically, the committee performs 
several important roles, including: 1) evaluation of “conflicted” 
fund transactions, and 2) approval of valuation methods.  Conflicts 
of interest arise when the general partner owes dual loyalties 
between funds or between investors, when the general partner 
has a personal financial stake in a fund investment, and when 
the general partner obtains services for the fund from an entity 
affiliated with the general partner.  Similarly, the general partner 
has a strong financial incentive in the valuation of fund assets 
because manager compensation (fees and carry) is almost always 
tied to these valuations.  If properly structured, the LP Advisory 
Committee will have the power to review these “conflicted” 
transactions as well as the asset valuation methodology and 
approve or disapprove them in the best interests of the fund 
and its investors.  Having this right brings more transparency 
to the management of the fund and helps mitigate the risk that 
investors will be disadvantaged in “conflicted” transactions and 
asset valuations.

Well Drafted Provisions

There are several issues that should be addressed in the fund 
documents.  First, voting membership on the committee should 
be restricted to limited partners not affiliated with the general 

partner to avoid biased votes.  Second, the scope of the committee’s 
authority should be well defined.  Unless the general partner has a 
clear obligation to bring an issue to the committee, the issue likely 
will not surface and the LPAC will remain in the dark.  

In addition, the potential liability of committee members should 
be very limited.  The partnership agreement should provide that 
committee members are not considered fiduciaries to other limited 
partners and should allow committee members to represent 
the interests of their pension plan investor while serving on the 
committee.  The members should also be entitled to a legal defense 
and indemnity from the fund for all but the most egregious actions 
(such as fraud or bad faith) as well as insurance coverage provided 
by the fund.

Peter Mixon is a partner at Nossaman, LLP.  He has more 
than twenty years of experience advising public pension 
plans and other institutional investors on operations, 
investments, and dispute resolution.  As a member of 
the firm’s Public Pensions and Investment Group, he 
concentrates on trust law, investment transactions, 
benefits, and funding issues. Mr. Mixon also has extensive 
experience advising public boards and committees on 
fiduciary and governance issues. Mr. Mixon is a well-known 
speaker on public pensions and has testified in state court 
as an expert on public pension fiduciary standards.

Limited Partner Advisory Committees: Mitigating 
Manager Conflicts 

Photo Illustration ©
 20

18 D
epositphoto.com

CONTINUED ON PAGE 10



10 | NCPERS PERSist | Spring 2018

Module 3: Legal, Risk Management, and Communication- In this 
module, attendees will learn the legal and risk oversight duties 
of their board and as an individual trustee; the roles of the audit 
committee; how to respond to the media; and how to take part in 
effective stakeholder communication.

Module 4: Human Capital- In the final module, attendees will 
learn the fundamentals of total executive compensation design; 
how to use compensation strategies and performance management 
plans to guide behavior and maximize fund performance; and 
the importance of ongoing development and active succession 
planning for key roles within your fund.

Economic Outlook Panel- Public plans face many uncertainties 
in 2018. Answers to questions such as “will the unprecedented 
economic expansion continue?”, “What will be the effect of the 
TCJA on investment and the economy?”, “Will there be a trade war 
in the coming year?”, “What will central banks do?” and many more 
are what pensions will need to best navigate the economic seas in 
2018. This panel of experts will offer insights to these questions 
and provide forecasts for 2018. 

Administrator’s Forum- Recognizing the need for small plan 
administrators to meet and discuss issues with peers who have 
similar challenges, this session is devoted to the needs of municipal 
and county public plan administrators and staff. This session will 
be moderated by David Clark, executive director of the Arkansas 
Local Police & Fire Retirement System. Attendees will ask questions, 
discuss issues related to their funds, and learn how their peers are 
addressing mutual concerns. 

NEW Small Plans Forum- This new panel will give attendees from 
small plans the opportunity to discuss issues with peers from similar 
plan sizes. This session will be moderated by John Girard, from the 
Boca Raton Police and Fire System. 

As trustees, you can earn up to 16.5 continuing education (CE) 
credits with these sessions and more. An additional 8 CE credits can 
be earned at TEDS, and 6 CE credits at NAF. For more information 
about the ACE program, please visit www.NCPERS.org/ace. I look 
forward to seeing you at the 2018 ACE program in May! u
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controlling for negative externalities is necessary, too. We consider 
broad-based ESG-focused investments aiming to minimize 
negative externalities, simultaneously to looking at positive 
impacts, represent a useful tool. Additional overlay focusing on 
positive efforts by companies can be achieved via indices and 
assessments based on revenue exposure to sustainable products. u

IMPORTANT INFORMATION. This material is provided for 
informational purposes only. Information is not intended to be and 
should not be construed as an offer, solicitation or recommendation 
with respect to any transaction and should not be treated as legal 
advice, investment advice or tax advice.

All material has been obtained from sources believed to be reliable, 
but the accuracy, completeness and interpretation cannot be 
guaranteed. The opinions expressed herein are those of the author 
and do not necessarily represent the views of Northern Trust. 
Information contained herein is current as of the date appearing 
in this material only and is subject to change without notice.

Excerpts reprinted with permission from Northern Trust Asset 
Management. Read the full article and important disclosures at: 
pointofview.northerntrust.com.

© 2018 Northern Trust Corporation. Head Office: 50 South La 
Salle Street, Chicago, Illinois 60603 U.S.A. 
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Finally, the general partner should be required to provide full 
information to the committee to carry out its responsibilities.  This 
should include details about any proposed transaction as well as 
sufficient notice to allow informed decision-making.  For more 
complex transactions, many committees have the ability to hire 
outside counsel at fund expense to provide independent advice.  
And of course committee members should be allowed to conduct 
“in camera” sessions outside the presence of the general partner 
and its affiliates.

Conclusion

An effective LP Advisory Committee can mitigate many of the 
risks of manager conflicts of interest.  Limited partners who serve 
on these committees must be willing to commit the time and 
resources necessary to function as an independent decision-making 
body.  This includes attending all committee meetings, being 
properly prepared, and fulfilling the responsibilities of committee 
membership.  Committees that are not properly structured or 
resourced will be ineffective or will be perceived as “rubber stamps” 
for manager decisions. u
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