Wiltshire Council

~———"-_ Where everybody matters

AGENDA

Meeting: Local Pension Board

Place: West Wiltshire Room - County Hall, Bythesea Road, Trowbridge,
BA14 8JN
Date: Thursday 22 August 2019

Time: 10.30 am

Please direct any enquiries on this Agenda to Jim Brewster, of Democratic Services,
County Hall, Bythesea Road, Trowbridge, direct line 01225 718242 or email
jim.brewster@wiltshire.gov.uk

Press enquiries to Communications on direct lines (01225) 713114/713115.

This Agenda and all the documents referred to within it are available on the Council’s
website at www.wiltshire.gov.uk

Membership:

Howard Pearce (Chairman)
Barry Reed

ClIr Richard Britton

Sarah Holbrook

Mike Pankiewicz
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Recording and Broadcasting Information

Wiltshire Council may record this meeting for live and/or subsequent broadcast on the
Council’'s website at http://www.wiltshire.public-i.tv. At the start of the meeting, the
Chairman will confirm if all or part of the meeting is being recorded. The images and
sound recordings may also be used for training purposes within the Council.

By entering the meeting room you are consenting to being recorded and to the use of
those images and recordings for broadcasting and/or training purposes.

The meeting may also be recorded by the press or members of the public.

Any person or organisation choosing to film, record or broadcast any meeting of the
Council, its Cabinet or committees is responsible for any claims or other liability resulting
from them so doing and by choosing to film, record or broadcast proceedings they
accept that they are required to indemnify the Council, its members and officers in
relation to any such claims or liabilities.

Details of the Council’s Guidance on the Recording and Webcasting of Meetings is
available on request. Our privacy policy can be found here .

Parking

To find car parks by area follow this link. The three Wiltshire Council Hubs where most
meetings will be held are as follows:

County Hall, Trowbridge
Bourne Hill, Salisbury
Monkton Park, Chippenham

County Hall and Monkton Park have some limited visitor parking. Please note for
meetings at County Hall you will need to log your car’s registration details upon your
arrival in reception using the tablet provided. If you may be attending a meeting for more
than 2 hours, please provide your registration details to the Democratic Services Officer,
who will arrange for your stay to be extended.

Public Participation

Please see the agenda list on following pages for details of deadlines for submission of
questions and statements for this meeting.

For extended details on meeting procedure, submission and scope of questions and
other matters, please consult Part 4 of the council’s constitution.

The full constitution can be found at this link.

For assistance on these and other matters please contact the officer named above for
details
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AGENDA

Part 1

Items to be considered when the meeting is open to the public.

Membership

lan Jones, CFO at The White Horse Federation, joins the Board as an Observer
on 22 August.

Attendance of non-members of the Board

To note the attendance of any non-members of the Board present.

Apologies

Apologies have been received from Sarah Holbrook.

Minutes (Pages 7 - 16)

To confirm as a true and correct record the minutes of the previous meeting held
on 23 May 2019.

Declarations of Interest

To receive any declarations of disclosable interest.

Board Members’ Registers of Interest are available here, members are
reminded to review their Rol on a regular basis and report any changes to
Democratic Services.

Chairman's Announcements

To receive any announcements through the Chairman.

Public Participation and Councillors Questions

The Board welcomes contributions from members of the public.

Statements

If you would like to make a statement at this meeting on any item on this
agenda, please register to do so at least 10 minutes prior to the meeting. Up to 3
speakers are permitted to speak for up to 3 minutes each on any agenda item.
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10

11

12

13

Please contact the officer named above for any further clarification.

uestions

Those wishing to ask questions are required to give notice of any such
questions in writing to the officer named above (acting on behalf of the
Corporate Director), no later than 5pm on 15 August 2019 in order to be
guaranteed a written response prior to the meeting. Any question received
between the above deadline, and no later than 5pm on 19 August 2019, may
only receive a verbal response at the meeting.

Please contact the officer named on the first page of this agenda for further
advice. Questions may be asked without notice if the Chairman decides that the
matter is urgent.

Details of any questions received will be circulated to Board members prior to
the meeting and made available at the meeting and on the Council’s website.

Minutes and Key Decisions of the Wiltshire Pension Fund Committee and
Investment Sub Committee (Pages 17 - 20)

To consider the Part 1 (public) minutes of the Investment Sub Committee held
on 5 June 2019.

Training Item: TPR Breach Reporting refresher (Pages 21 - 44) 10:35
A short presentation by the Governance & Performance Manager on the
Pension Regulator’s requirements.

Internal Audit Report (Pages 45 - 54) 10:50

tPR Report (Pages 55 — 64) 11:00

A paper summarising the conclusions of tPR’s report following their investigation
of Funds identified as not fulfilling their statutory obligations.

Scheme legal, regulatory and Fund update (Pages 65 - 70) 11:10
A report providing an update on the latest Scheme, Legal, Regulatory and Fund
developments for the Board’s information.

Risk Register update (Pages 71 - 78) 11:20

A report presenting the newly designed Risk Register for the Wiltshire Pension Fund
for review by the Board.
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14

15

16

17

18

19

20

21

Administration Key Performance Indicators (Pages 79 - 90) 11:30

A report presenting the Fund’s administration Key Performance Indicators for
review by the Board.

LPB SAB Survey Il (Pages 91 - 98) 11:40

To review the draft responses prepared the Chairman & officers in respect of the
second LPB SAB survey.

Accounts, annual report & external audit update 11:50
A verbal update from the Accounting and Investments manager concerning the
publication of the accounts, annual report and the external audit report.

Good Governance Report (Pages 99 - 134) 12:10
To consider the contents of the Good Governance Report & its impact on the
Fund’s internal controls following the Hymans consultation exercise.
Clarification of the roles of the Local Pension Board and Committee 12:20
To provide a verbal update on progress in implementing the Member
Effectiveness review

How did the Board do? 12:25

The Chairman will lead a discussion on how the meeting went and request
feedback on how the Board could be developed, and for members to feedback
any relevant updates.

Urgent items

Any other items of business which, in the opinion of the Chairman, should be
considered as a matter of urgency. Urgent items of a confidential nature may be
considered under Part Il of this agenda.

Date of next meeting 12:35

The next meeting of the Board will be held on 14 November 2019.
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22

23

24

Exclusion of the Public

To consider passing the following resolution:

To agree that in accordance with Section 100A(4) of the Local Government Act
1972 to exclude the public from the meeting for the business specified in Item
Numbers 23 -24 because it is likely that if members of the public were present
there would be disclosure to them of exempt information as defined in paragraph
3 of Part | of Schedule 12A to the Act and the public interest in withholding the
information outweighs the public interest in disclosing the information to the
public.

Part i

Item(s) during consideration of which it is recommended that the public should
be excluded because of the likelihood that exempt information would be
disclosed.

Minutes and Key Decisions of the Wiltshire Pension Fund 12:45
Committee and Investment Sub-Committee (Pages 135 - 140)

To consider the Part 2 (private) minutes of the meetings of the Investment Sub-
Committee held on 5 June 2019.
Minutes (Pages 141 - 150) 12:55

To confirm as a true and correct record the Part 2 minutes of the meeting held
on 23 May 2019.
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Wiltsrire Council

~————_ Where everybody matters

LOCAL PENSION BOARD

MINUTES OF THE LOCAL PENSION BOARD MEETING HELD ON 23 MAY 2019
AT WEST WILTSHIRE ROOM - COUNTY HALL, BYTHESEA ROAD,
TROWBRIDGE, BA14 8JN.

Present:

Howard Pearce (Chairman), ClIr Richard Britton, Mike Pankiewicz, and Barry Reed

Also Present:

CliIr Philip Whitehead, Becky Hellard, Richard Bullen, Andy Cunningham, Stuart Dark,
and Jennifer Devine,

23 Apologies

Apologies were received from Clir Gordon King, David Bowater and Sarah
Holbrook

The Chair sought an update on board membership. Officers advised of
potential new nominees from employers and the process, including nomination

of candidates and ballots that will be used to secure member representatives.

Resolved:

To conduct the membership recruitment process as set out by the Fund

Governance and Performance Manager.

24 Local Pension Board Part 1 Minutes and LPB Action Log

The Part 1 minutes of the meeting held on 24 January 2019 were approved.
It was noted that since the January meeting, a review of the actions log had

been made against the original meeting minutes which had been recorded.

Consequently, the actions log had been updated in two key regards;
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e That the reference numbers recorded on the actions log would reflect the
minute numbers for each meeting
e That actions on the log should only relate to actions determined in the

minutes
The Action Log was discussed in respect of minute reference 36.

Clir Richard Britton questioned the shifting deadlines on 36 and asked how the
board would know this had been done. Officers stated that that this action had
been addressed and that internal audit always reviewed previous
recommendations as part of future audits. The third part of this action, relating
to the reconciliation between the Payroll & Pension databases, remained
ongoing. A new action under minute 35 of these minutes would be created to
recorded to monitor this reconciliation, as a bespoke Data Improvement Plan

had now been implemented.

It was agreed that the following actions could be closed;
. 42 (13/07/2017)
. 44 (13/07/2017)
. 9 (15/03/2018)
. 31 (12/07/2018)
. 36 (12/07/2018)
. 37 (12/07/2018)
. 60 (11/10/2018)
. 64 (11/10/2018)
. 67 (11/10/2018)
. 8 (24/01/2019)
. 13 (24/01/2019)

It was noted that both the older and new referencing system appeared on the

current actions log. As the older actions were cleared, the new referencing

arrangement would become clearer.
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25

26

27

28

29

Resolved:

The minutes from the meeting held on 24 January 2019 were approved.

That reference numbers on the Action Log would be made clearer and that
actions would also be RAG rated.

Declarations of Interest

There were no Declarations of Interest.

Chairman's Announcements

The Chair reminded the board of its purpose in supporting the efficiency,

compliance and effective and efficient governance of Wiltshire Pension Fund.

The Board’s attention was drawn to the Scheme Advisory Board’s Good
Governance survey and the value of collective input into that process was
highlighted.

Public Participation and Councillors Questions

There were no members of the public present.

Minutes and Key Decisions of the Wiltshire Pension Fund Committee and
Investment Sub Committee

Resolved:

The board noted the minutes and key decisions of the Wiltshire pension

Fund Committee and sub Committee.

Training Item: Changes to the Annual Report and Accounts Guidance
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30

31

Officers advised the board of CIPFA’s guidance on the production of an Annual
Report and accounts and that Deloitte UK had been appointed as auditors and

were starting work within seven days.

The process for approval was set out as follows; the Pension Committee (18
July 2019) recommend the annual report and accounts to Audit Committee (24
July) whilst the Pension Board review the annual report electronically (by
receiving a draft copy (10 July 2019)) to enable a recommendation to Pension
Committee to approve both (26 September).

CIPFA’s guidance was said to be placing new emphasis upon; pension pooling
costs and savings, and more consistent disclosure of key performance
indicators.

The Chair sought clarity on who was checking against the separate guidance on
annual report and accounting and was informed that this was done internally.

The Chair then asked that Deloitte UK confirm this as part of their audit.

The Chair thanked officers for their hard work.

Internal Audit Report

Officers advised the meeting that a second internal audit would take place later
in the year covering the Pension Regulator Code of Practice 14 requirements. A

report on that audit would be submitted to the Board.

Resolved:

That the board was to receive a six-monthly update on the Key Controls
and GDPR audit recommendations and whether they have been actioned
or completed.

Scheme legal, requlatory and Fund update
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32

Officers talked through their report on changes to legal and regulatory
frameworks and brought the Board'’s attention to, reforms to public sector exit
payments, fair deal consultation, cost cap mechanism, good governance and

the absence of the pensions regulator from the document.

The board suggested that statutory actions be presented before strategy

actions.

Resolved:

The Board noted the report.

Risk Register update

Officers talked through a proposal to produce a re-formatted risk register and
brought the board’s attention to the content being the same but that the

changes made for a more evidence-based approach.

Clir Richard Britten welcomed the changes and alignment with the corporate
approach to expressing risk and responses to risk, but sought clarity on the
nature of risk in distinguishing horizon risk, dynamic risk, ongoing risk and
ceased risk. There was also a request for more detail and granularity used to
show the specific risks for mitigation - rather than an area of activity, such as

‘pooling’.
The Chair suggested that presentation of risk against the eight CIPFA
categories should be adopted, with a second categorisation for identifying risk

split by business plan objective & service function.

The consistency of the register with LGPS guidance and its improved legibility

was noted.

Resolved:
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33

34

To note the proposed changes to the risk register and to develop it by

providing more detail about specific actions taken to mitigate risk.

To sense check information recorded on the current risk register to

ensure consistency.

Administration Key Performance Indicators

Officers talked through a report on key performance indicators that linked KPIs
to administration strategy of fund and employers, CIPFA disclosure

requirements and data quality.

The Chair thanked officers and invited the board to comment. The debate that
followed highlighted that administration strategy KPIs could be presented after
disclosure requirements KPIs and that the disclosure requirements would
benefit from a trend line. Where increased volumes of incoming work made for
backlogs, it was suggested that the quantity of new, incoming cases be
presented as context. It was asked that the data missing on ‘Joiners’ in
Appendix 3 be entered into the table. Officers responded that they were aware

of issue but currently faced some technical difficulties in resolving the matter.

Resolved:

The board noted the report and recommended making the changes
highlighted in the discussion.

WPF Business Plan 2019-2022

Officers talked through the Business Plan and the budget as a financial
illustration of that plan. The debate that followed addressed levels of

resourcing and capacity and the approaches to year 1 and year 2.

The Board requested that the budget reflect the objectives and actions within

the business plan.
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35

36

The Chair thanked the team for the business plan and highlighted the
processes it puts in place, the reporting mechanisms it establishes and its

capacity to identify necessary future resources.

Resolved:

The board noted the plan.

Data Improvement Strateqy and Plan

The data improvement plan was introduced by officers and was welcomed by
board members and the Chair as a good paper that provides a sound basis for

future review of performance.

Resolved:

The board noted the report and that a sub-plan had been prepared in
respect of the Payroll & Pension database reconciliation. An update on

the reconciliation would be provided in six months.

Clarification of the roles of the Local Pension Board and Committee

Officers updated the board on work done to; develop the terms of reference of
committee, sub committee and board, align meetings with the business cycle,

manage member inductions and develop communications.

The discussion that followed distinguished the board’s role as being one of

addressing compliance rather than one scrutinising committee decisions.

Without the emphasis upon the role of compliance, there is a risk of duplication

between board and committee.
Resolved:

The board noted the progress made by officers.
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37

38

39

40

Draft Local Pension Board Annual Report

The Chair invited comments on the annual report from board members.
Assurances of the accuracy of the training log and section covering the
outcomes of LPB recommendations to Committee were sought and provided.
The following corrections were requested;

e that Mike Pankiewicz should no longer be described as an ‘active’

member

e that the independent advice fees should be verified

The Chair thanked the team for their hard work.

Resolved:

The board approved the report for publication, subject to the corrections
being made.

How did the Board do?

The board discussed a Unison report on LGPS and environmental and social

governance.

Resolved:

The board recommended that the committee address ESG as part of the

fund’s Investment Strategy.

Urgent items

There were no urgent items.

Date of next meeting and Forward Plan

The date of the next meeting was set as 22 August 2019. As this date falls in
the holiday period, member availability would be checked prior to the meeting

being confirmed.
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41

42

43

44

Mike Pankiewicz requested confirmation on whether the August meeting would
be quorate in view of Member Representatives terms of office expiring on 14
July. Officers noted that the Union Member appointments and active member
appointments followed a separate process under the terms of reference. With
the Union member appointments due to be confirmed in July, officers were

confident that the August meeting would be quorate.

Exclusion of the Public

Resolved:

To agree that in accordance with Section 100A(4) of the Local Government
Act 1972 to exclude the public from the meeting for the business specified
in Minute Numbers 42 - 44 because it is likely that if members of the public
were present there would be disclosure to them of exempt information as
defined in paragraphs 1 & 3 of Part | of Schedule 12A to the Act and the
public interest in withholding the information outweighs the public
interest in disclosing the information to the public. The Chairman moved

to Part 2 of the meeting.

Brunel Pension Partnership update

Resolved:

The board noted the update.

Minutes and Key Decisions of the Wiltshire Pension Fund Committee and
Investment Sub-Committee and Brunel Partnership Oversight Board

Resolved:
The board noted the minutes of Wiltshire Pensions Fund Committee and
Investment sub-Committee and Brunel Partnership Oversight Board.

Private Part 2 Minutes LPB 24th-Jan-2019 10.00 Local Pension Board

Resolved:
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The board approved the Part 2 Minutes of the Local Pension Board held
on 24 January 2019.

(Duration of meeting: 12.30 pm)

The Officer who has produced these minutes is Jim Brewster of Democratic Services,
direct line 01225 718242, e-mail jim.brewster@wiltshire.gov.uk

Press enquiries to Communications, direct line (01225) 713114/713115
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Wiltsrire Council

~——-~_ Where everybody matters

INVESTMENT SUB-COMMITTEE

MINUTES OF THE INVESTMENT SUB-COMMITTEE MEETING HELD ON 5 JUNE
2019 AT KENNET ROOM - COUNTY HALL, BYTHESEA ROAD, TROWBRIDGE,
BA14 8JN.

Present:

Cllr Tony Deane (Chairman), Cllir Gordon King and ClIr Roy While

Also Present:

Richard Bullen, Andy Cunningham, Jennifer Devine, Anthony Fletcher, Becky Hellard,
Shruti Moraes, Mike Pankiewicz and Dave Willers

14 Election of a Chairman

Cllr Tony Deane was nominated by Cllir Gordon King and seconded by ClIr Roy
While. There being no other nominations, Clir Tony Deane was duly appointed
as Chair of Investment Sub-Committee for the municipal year 2019 — 2020.
Resolved:

Cllr Tony Deane was elected Chair of the Investment Sub-Committee for
the municipal year of 2019 — 2020.

15 Apologies
Apologies were received from ClIr Brian Ford.
16 Minutes
Resolved:
The minutes of the meeting held on 21 February 2019 were approved.

17 Declarations of Interest

There were no Declarations of Interest.

18 Chairman's Announcements

The Chair drew the Committee’s attention to the recent Unison report, ‘Analysis
of the Investment Strategy Statements of the LGPS Administration Authorities,

Page 17



19

20

21

22

23

March 2019’. The Chair welcomed the report’s aims and invited comment from
members.

It was noted that members needed more time to read the report, and it was
suggested as an item to take to pension committee.

Resolved:

To circulate the report and add it to the agenda for Pension Committee on
18 July 2019.

Public Participation and Councillors Questions

There were no members of the public present. There were no questions from
Councillors.

Date of next meeting

The date of the next ordinary meeting of the Investment Sub-Committee will be
held on 5 September 2019.

Urgent items

There were no Urgent Items.

Exclusion of the public

To agree that in accordance with Section 100A(4) of the Local Government
Act 1972 to exclude the public from the meeting for the business specified
in Minute Numbers 23 - 30 because it is likely that if members of the public
were present there would be disclosure to them of exempt information as
defined in paragraphs 1 & 3 of Part | of Schedule 12A to the Act and the
public interest in withholding the information outweighs the public
interest in disclosing the information to the public.

Investment Quarterly Progress Report

Resolved:

The Committee noted the Investment Quarterly Progress Report and the
update provided by officers and advisers at the meeting.

That Brunel, specifically Richard Fanshawe and Vanessa Jacka, be invited
to Investment Sub-Committee

That the Investment Manager would summarise fund manager’s quarterly
reports to allow committee to focus upon fund manager’s presentation.

Page 18



24

25

26

27

28

29

30

Investment Manager's Database

Resolved:

The Committee noted the reports on the Investment Manager’s Database

and the update provided by officers and advisers at the meeting.

Accounting update

Resolved:
The Committee noted the Accounting Update report.

Mercers report

Resolved:
The Committee noted the update.

Baillie Gifford Presentation and Q1 2019 Quarterly report

Resolved:
The Committee noted the presentation and report.

Barings Presentation and Q1 2019 Quarterly report

Resolved:
The Committee noted the presentation and report.

Loomis Presentation and Q1 2019 Quarterly report

Resolved:
The Committee noted the presentation and report.
Minutes

Resolved:

The part 2 (confidential) minutes of the meeting held on 21 February 2019

were approved.

(Duration of meeting: 2.02 pm)
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The Officer who has produced these minutes is Jim Brewster of Democratic Services,
direct line 01225 718242, e-mail jim.brewster@wiltshire.gov.uk

Press enquiries to Communications, direct line (01225) 713114/713115
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Risk management

Documented procedures for

Top 3 risks

Securing compliance with legislation

. . . 83% Record keeping
assessing/managing risks
Funding or investment
Have a risk register 88% Top 3 causes of breaches of the law
Failure of employers to provide timely, 579,
Review risk exposure 19% accurate or complete data ?
Q
at least quarterly Systems or process failure 41%
;JU Failure to maintain records or rectify errors 18%
«Q
D /
N Breaches of the law
Process for identifying BolL 92%
Process for assessing/reporting BolL 91%

Identified any BolL in last year

K Reported any BolL to TPR 17%

The top cause of breaches of law is failure of employers to provide timely, accurate or

complete data




Proportion of schemes that have “identified any breaches of the law” and “reported any breaches
to TPR as you thought they were materially significant” in the last 12 months

Total Scheme Type

0,
T S +28%
Q 13%
2
D
ﬁ 30% +19%
17% 29% 16% _,
29% 0 10% 5%
4% 6 -4%
-28% +5% -
Schemes Memberships Other Fire & Rescue Local Govt Police
X% .
B \dentified any BolL Reported any BolL to TPR

= Change from 2016

While 39% identified breaches, only 17% of schemes reported them to TPR (ie less than
half of those identifying breaches). ‘Other’ schemes most likely to both identify and

report breaches.
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Code 14 content - Resolving Issues
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Resolving Issues

Internal dispute resolution
Reporting breaches of the law
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Reporting breaches of law

Who is responsible for the legal duty to report a breach of the law that is |
be of material significance to TPR:

» scheme manager
» Elected members
» professional advisers
employers
» administrators and others providing advice to the manager

Reporters must determine if a breach has occurred based on reasonable cause
ot a mere suspicion

PF Policy was approved in December 2015 & should be reviewed annually
TPR provides example scenarios and RAG system for assessing scale of materiality
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)2 abed

What is a breach?

“an act of breaking or failing to observe a law,
conduct”
In terms of the LGPS, it is a failure to:

agreement or code of

» Do anything required by the sche

e or overriding legislation;
» Maintain accurate records;

» Act on any fraudulent act or omission identified;

» Comply with policies and procedures;
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» Of an employer to pay over contributions; el
» Pay benefits accurately, or on time.
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The steps to follow

“Reasonable “Material
cause” significanc
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» Procedures - appropriate and effective
» Legal clarification
» Facts around the case
» Clear process for referral, particularly severe cases
;ﬂ; Process for dealing with difficult cases
© Timeframe for dealing with each referral

» Freedom to raise concerns
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- “Reasonable cause

» Ensuring breach has actually happened
» Not acting on a suspicion or hearsay
» Robust checks

Officers
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- “Materially significant”

» Need to consider:
Cause - dishonesty, poor governance, incomplete/inaccurate information
» Effect - ineffective internal controls, lack of knowledge/understanding, poten
further breaches
» Reaction - action taken, notification to interested parties
issues that make it likely breach will reoccur in future
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- “Materially significant” - chart
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4 - Reporting

Internally

» Report all breaches to Head of Pensions & Chairman of the Board
» Agree proposed cause of action

» Cooperate with, and assist in, reporting of breaches
> Rggulator

% Materially significant only
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5 - Record keeping

fficer responsible for recording breaches
» Becky Hellard - Section 151 Officer

» Officer responsible for day to day monitoring
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® Richard Bullen - Fund Governance & Performance Manager
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» Date, description, cause, effect, wider implications, severity, dates reported to
officers/elected members/ Regulator, mitigating actions, target dates, responsible o
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WPF - 2019/20 Breaches Log

PR Breaches Log
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WILTSHIRE PENSION FUND 001

Breaches of the Law Policy Guidelines for Wiltshire Council
Officers, Councillors and Members of the Wiltshire Pension
Fund Local Pension Board

Status of this document

This document contains the Committee’s policy guidelines on identifying, managing and where necessary
reporting breaches of the law in relation to the management and administration of the Fund. The guidelines
apply to Councillors, Council officers and Board members. The guidelines do not cover the responsibility of any
other person required by law to report such breaches.

Please note that Board members must comply with the Reporting Policy set out at paragraphs 89 to 98 of the Terms
of Reference. These guidelines complement the Reporting Policy in respect of Board members.

These guidelines will be reviewed and approved by the Committee at least annually. The Committee will monitor
all breaches and will ensure that adequate resources are allocated to managing and administering this process.

The Council’s Section 151 Officer will be responsible for the management and execution of these guidelines.

Definitions used in this document

“Board” The Wiltshire Pension Fund Local Pension Board

“Code” The Pensions Regulator's Code of Practice no. 14:
Governance and administration of public service pension
schemes (as amended from time to time)

“Committee” The Wiltshire Pension Fund Committee

“Council” Wiltshire Council

“Councillor” An elected or co-opted member of the Council

“Fund” The Wiltshire Pension Fund within the LGPS

“Regulations” The Local Government Pension Scheme Regulations 2013

(as amended from time to time)

“Reporting Policy” The Council’s policy on reporting matters including breaches
of the law set out in the Terms of Reference (as amended from
time to time)

Objectives of this document

1. To setout the principles and procedures that all Councillors, Council officers and Board members are expected
to follow in order to comply with the Terms of Reference, relevant legislation, codes of practice and government
guidance.

2. To ensure that all Councillors, Council officers and Board members are aware of their duty to report relevant
breaches of the law to the Pensions Regulator.

3. To set out procedures for identifying, assessing, recording and reporting relevant breaches within appropriate
timescales (including processes for clarifying the facts and applicable law where needed, referral to Council
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WILTSHIRE PENSION FUND 002

staff of appropriate seniority, dealing with difficult cases and identifying promptly any breaches that are so
serious that they must always be reported to the Pensions Regulator).

4. To ensure that a breaches log is kept and reviewed.

Relevant Legislation
Section 70 of the Pensions Act 2004 sets out the legal duty to report breaches of the law:

70. Duty to report breaches of the law

(1) Subsection (2) imposes a reporting requirement on the following persons—
(&) atrustee or manager of an occupational or personal pension scheme;
[(@a) a member of the pension board of a public service pension scheme;]
(b) a person who is otherwise involved in the administration of [an occupational or personal pension
scheme];
(c) the employer in relation to an occupational pension scheme;
(d) a professional adviser in relation to such a scheme;
(e) a person who is otherwise involved in advising the trustees or managers of an occupational or
personal pension scheme in relation to the scheme.

(2) Where the person has reasonable cause to believe that—
(&) aduty which is relevant to the administration of the scheme in question, and is imposed by or by
virtue of an enactment or rule of law, has not been or is not being complied with, and
(b) the failure to comply is likely to be of material significance to the Regulator in the exercise of any
of its functions,
he must give a written report of the matter to the Regulator as soon as reasonably practicable.

(3) No duty to which a person is subject is to be regarded as contravened merely because of any information
or opinion contained in a written report under this section. [i.e. Duty to report overrides other obligations like duty
of confidentiality, except where legal professional privilege applies]

This is subject to section 311 (protected items). [Deals with exemption for legal professional privilege]

(4) Section 10 of the Pensions Act 1995 (c 26) (civil penalties) applies to any person who, without reasonable
excuse, fails to comply with an obligation imposed on him by this section.

The Pensions Regulator’s Code: Reporting breaches of the Law

The Pensions Regulator has responsibility for regulatory oversight of the governance and administration of public
service pension schemes, including the LGPS. The Pensions Regulator has published guidance in the Code.
Paragraphs 241 to 275 of the Code deal with reporting breaches of the law.

Overview

The identification, management and reporting of breaches is important. Itis a requirement of the Pensions Act
2004 and the Code; failure to report a breach without “reasonable excuse” is a civil offence that can result in civil
penalties.

At the same time, in addition to identifying, rectifying and where necessary reporting a particular breach, the
process provides an opportunity to learn from mistakes and review and improve processes in the areas where the
breach occurred.

All Councillors, Council officers and Board members are expected, indeed required, to take a pro-active approach
to the identification, management and reporting of all breaches that have occurred, or are likely to occur.

The Head of Pensions will maintain a log of all breaches of the law as applicable to the management and
administration of the Fund.
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The Council, as Scheme Manager, and the Board cannot rely on waiting for other reporters to report a breach
where it has occurred. Where a breach has occurred and has been identified by the Council or Board it should be
recorded, assessed and where necessary reported as soon as reasonably practicable.

What is a breach of the law?

A breach of the law is “an act of breaking or failing to observe a law, agreement, or code of conduct.”. In the
context of the Local Government Pension Scheme (LGPS) it can encompass many aspects of the management
and administration of the LGPS, including failure:

e to do anything required under the Regulations;

e to do anything required under overriding legislation, applicable statutory guidance or codes of practice;
e to maintain accurate records;

e toact on any fraudulent act or omission that is identified,;

e to comply with policies and procedures (e.g. the Fund’s statement of investment principles, funding strategy,
discretionary policies, etc.);

e of an employer to pay over member and employer contributions on time;
e to pay member benefits either accurately or in a timely manner;
e toissue annual benefit statements on time or non-compliance with the Code.

Responsibilities in relation to breaches
Responsibility to report identified breaches of the law falls on the following reporters:

e  Councillors and Council officers (on behalf of the Council as Scheme Manager);

e  Board members;

e  Scheme employers;

e  Professional advisers (including the Fund actuary, investment advisers, legal advisers); and
e  Third party providers (where so employed).

These guidelines only apply to Councillors, Council officers and Board members. It is for the other reporters to
ensure their own adequate procedures and policies are put in place in order to identify, assess and where
necessary report breaches. Both the Council and the Board will take all necessary steps to consider the breach
and report to the Pensions Regulator, rather than having the breach solely reported by any of the other reporters.

Requirement to report a breach of the Law
Breaches of the law which affect pension schemes should be considered for reporting to the Pensions Regulator
in accordance with the Code.

The decision whether to report an identified breach depends on whether:
e there is reasonable cause to believe there has been a breach of the law;
e and if so, is the breach likely to be of material significance to the Pensions Regulator?

It is important to understand that not every breach that is identified needs to be reported to the Pensions
Regulator. For example, where it can be demonstrated that appropriate action is being taken to rectify the
breach, or the breach has occurred due to teething problems with new or revised systems or processes, it may
not be necessary to report the incident to the Pensions Regulator. It is still necessary that all incidents of
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breaches identified are recorded in the Council’s breaches log. This log will be reviewed on an on-going basis to
determine any trends in the breaches log that might indicate any serious failings or fraudulent behaviour.

Where such failings or fraudulent behaviour are identified immediate action will be taken to agree and put in place
a plan of action to rectify the matter and prevent such an occurrence in the future.

When is a breach required to be reported to the Pensions Regulator?

The Code requires that a breach should be notified to the Pensions Regulator as soon as is reasonably
practicable once there is reasonable cause to believe that a breach has occurred and that it is of material
significance to the Pensions Regulator. The time taken should reflect the seriousness of the breach. In any
event, where a breach is considered to be of material significance it must be reported to the Pensions Regulator
no later than one month after becoming aware of the breach or likely breach.

Where it is considered that a breach is of such significance that the Pensions Regulator is required to intervene
as a matter of urgency (for example, serious fraud) the matter should be brought to the attention of the Pensions
Regulator immediately (e.g. by calling them direct). A formal report should then be submitted to the Pensions
Regulator, marked as “urgent” in order to draw the Pensions Regulator’s attention to it.

Assessing “reasonable cause”
It is important that the Council and the Board are satisfied that a breach has actually occurred, rather than acting
on a suspicion of such an event.

It will be necessary, therefore, for robust checks to be made by Councillors, Council officers and Board members
when acting on any suspicion of a breach having occurred. Where necessary this will involve taking legal advice
from the Head of Legal Services (who may recommend specialist external legal advice if necessary) as well as
other advisers (e.g. auditors or the Fund actuary or investment advisers).

Deciding if a breach is “materially significant” and should be reported to the Pensions Regulator

The Pensions Regulator has produced a decision tree to assist schemes in identifying the severity of a breach
and whether it should then be reported. When determining materiality of any breach or likely breach the following
aspects are considered in all cases:

e cause — e.g. dishonesty, poor governance, incomplete or inaccurate information, acting or failing to act in
contravention of the law;

o effect — e.g. ineffective internal controls, lack of knowledge and understanding, inaccurate records, potential
for further breaches occurring;

e  reaction — e.g. taking prompt and effective action to resolve a breach, notifying scheme members where
appropriate; and

e wider implications — e.g. where a breach has occurred due to lack of knowledge or poor systems and
processes making it more likely that other breaches will emerge in the future.

The decision tree provides a “traffic light” system of categorising an identified breach:

Green — not caused by dishonesty, poor governance or a deliberate contravention of the law and its effect is not
significant and a plan is in place to rectify the situation. In such cases the breach may not be reported to the
Pensions Regulator, but should be recorded in the Council’s breaches log;

— does not fall easily into either green or red and requires further investigation in order to determine what
action to take. Consideration of other recorded breaches may also be relevant in determining the most
appropriate course of action. The Council or Board will need to decide whether to informally alert the Pensions
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Regulator of the breach or likely breach, formally reporting the breach if it is subsequently decided to categorise
the breach as red,;

Red - caused by dishonesty, poor governance or a deliberate contravention of the law and having a significant
impact, even where a plan is in place to rectify the situation. The Council or Board must report all such breaches
to the Pensions Regulator in all cases;

Where a Councillor, Council officer or Board member is satisfied that a breach has actually occurred and it is
significant, he or she must as soon as reasonably practicable report it to the Head of Pensions and the Chairman
of the Board.

If it is unclear as to whether the breach or likely breach is significant, in the first instance full details should always
be reported to the Board (through its Chairman) to determine the appropriate course of action. The Board will
then report full details to the Committee as soon as reasonably practicable and otherwise in accordance with the
Reporting Policy, including escalation under paragraph 95 of the Terms of Reference where necessary.

It should be noted that failure to report a significant breach or likely breach is likely, in itself, to be a significant
breach.

The Committee will use the Pensions Regulator’s decision tree as a means of identifying whether any breach is to
be considered as materially significant and so reported to the Section 151 Officer for reporting to the Pensions
Regulator.

Any failure of a scheme employer to pass over employee contributions that are considered to be of material
significance must be reported to the Pensions Regulator immediately.

In order to determine whether failure to pay over employee contributions is materially significant or not the
Committee will seek from the employer:

e the cause and circumstances of the payment failure
e what action the employer has taken as a result of the payment failure, and
e the wider implications or impact of the payment failure.

Where a payment plan is agreed with the employer to recover outstanding contributions and it is being adhered to
or there are circumstances of infrequent one-off late payments or administrative failures the late payment will not
be considered to be of material significance.

All incidences resulting from the unwillingness or inability of the employer to pay over the employee contributions,
dishonesty, fraudulent behaviour or misuse of employee contributions, poor administrative procedures or the
failure to pay over employee contributions within 90 days from the due date will be considered to be of material
significance and reported to the Pensions Regulator.

As soon as a breach or likely breach has been identified to the Committee, regardless of whether it needs to be
reported to the Pensions Regulator, the relevant manager, in consultation with the Head of Pensions, must review
the circumstances of the breach in order to understand why it occurred, the consequences of the breach and
agree the corrective measures required to prevent re-occurrence, including an action plan where necessary. All
breaches must be recorded in the Council’s breaches log.
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Process for reporting breaches
All Councillors, Council officers and Board members have a responsibility to:

e identify and assess the severity of any breach or likely breach;

e report all breaches or likely breaches to the Head of Pensions and Chairman of the Board, and in the case of
Board members, escalate to the Section 151 officer where required under the Reporting Policy;

e in conjunction with relevant colleagues agree a proposed course of action to rectify the breach and put in
place measures to ensure the breach does not re-occur, obtaining appropriate legal or other advice where
necessary;

e ensure that the appropriate corrective action has been taken to rectify the breach or likely breach and to
prevent it from re-ocurring; and

e  co-operate with, and assist in, the reporting of breaches and likely breaches to the Board, Committee,
Section 151 Officer and where necessary the Pensions Regulator.
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Responsibilities of the responsible officer
The Council will appoint one of its senior officers to be responsible for the management and execution of these
guidelines. That officer will be the Section 151 Officer.

The Section 151 Officer will be responsible for ensuring that breaches and likely breaches are recorded and
reported as follows:

e ensure that all identified breaches and likely breaches are recorded by the Head of Pensions in the Council’s
breaches log;

e ensure investigation of the circumstances of all reported breaches and likely breaches;

e ensure, where necessary that an action plan is put in place and acted on to correct the identified breach and
also ensure further breaches of a similar nature do not re-occur;

e  ensure reporting to the Committee and Board of:

- all materially significant breaches or likely breaches that will require reporting to the Pensions Regulator
as soon as practicable, but no later than one month after becoming aware of the breach or likely breach;
and

- all other breaches at least quarterly as part of the Committee cycle.

e report all materially significant breaches to the Pensions Regulator as soon as practicable but not later than
one month after becoming aware of the breach.

The Section 151 Officer will make the final determination of whether any breach or likely breach is materially
significant, having regard to the guidance set out in the Code and after consultation with the Head of Legal
Services and where considered appropriate the Committee and Board.

If appropriate, the matter will be referred to an external party to obtain any necessary legal or other advice before
deciding if the breach is considered to be of material significance to the Pensions Regulator. Where uncertainty
exists as to the materiality of any identified breach the Section 151 Officer may informally notify the Pensions
Regulator of the issue and the steps being taken to resolve the issue.

How should a breach be reported to the Pensions Regulator?

All materially significant breaches must be reported to the Pensions Regulator in writing. This can be via post or
electronically. The Pensions Regulator encourages the use of its standard reporting facility via its Exchange on-
line service.

The Section 151 Officer will report all material breaches to the Pensions Regulator via Exchange.

How are records of breaches maintained?

All breaches and likely breaches identified are to be reported to the Head of Pensions as soon as they are
identified. The Head of Pensions will log all breaches on the Council’s breaches log, including the following
information:

e date the breach or likely breach was identified;
° name of the scheme;
e name of the employer (where appropriate);

e any relevant dates;
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e adescription of the breach, its cause and effect, including the reasons it is, or is not, believed to be of
material significance;

o whether the breach is considered to be red, amber or green.
e adescription of the actions taken to rectify the breach;

e a brief description of any longer term implications and actions required to prevent similar types of breaches
re-ocurring in the future.

The Section 151 Officer will be responsible for ensuring the effective management and rectification of any breach
identified, including submission of any report to the Pensions Regulator. Any documentation supporting the
breach will be maintained by the Section 151 Officer.

Whistleblowing

It is a statutory duty to report breaches of the law. In rare cases this may involve a duty to whistleblow on the part
of an employee of the Council or a member of the Board. The duty to report overrides any other duties a reporter
may have, such as confidentiality. Any such duty is not breached by reporting to the Pensions Regulator. Given
the statutory duty that exists, in exercising these guidelines the Council will ensure it adheres to the requirements
of the Employment Rights Act 1996 in protecting an employee making a whistleblowing disclosure to the
Pensions Regulator. The provisions of the Council’s whistleblowing policy apply.

The duty to report, however, does not override ‘legal professional privilege’, so oral and written communications
between the Council, Committee or Board and a professional legal adviser must not be disclosed.

Training

The Head of Pensions will ensure that all Councillors, Council officers and Board members receive appropriate
training on reporting breaches of the law and these guidelines at the commencement of their office, employment
or appointment to the Board as appropriate and on an ongoing basis.
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Executive Summary

Audit Opinion Recommendation Summary
The assurance opinion we have been able to offerin Priority Number

. relation to this audit is REASONABLE. Most of the 0

areas reviewed were found to be adequately 1
[ controlled. Generally, risks are well managed but 0
some systems require the introduction or
/ improvement of internal controls to ensure the Total 1
achievement of objectives.

Audit Conclusion
Overall, the audit found that the self-assessment process undertaken to confirm compliance with The Pensions Regulators Code of Practice 14 was robust and
transparent with the action plan and reporting deemed to be to an appropriate level.

One recommendation has been made which relates to verifying that the answers provided by management to confirm compliance are correct by undertaking
random sampling and testing of the responses.

o abed

Background
The purpose of this audit was to review the self-assessment completed by the Wiltshire Pension Fund against their compliance with The Pensions Regulators
Code of Practice 14 (Code 14) which relates to the governance and administration of public service pensions schemes. The Code 14 came into legal effect on 1
April 2015 and is set out into 5 key parts:

e Introduction

e Governing your Scheme

e Managing risks

e Administration

e Resolving issues

A self-assessment is completed annually by the Wiltshire Pension Fund management team to assess compliance against the code. Any areas of non-compliance
or concern are then reported to the Pension Committee and Local Pensions Board.

SWAP Page | 1
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Corporate Risk Assessment

Objective

To provide assurance that the self-assessment completed by the Council's Pension Fund of its compliance with the Pensions Regulator’s code of practice number
14 is robust and reliable.

. Inherent Risk Manager’s Initial Auditor’s
Risk
Assessment Assessment Assessment
1. Non-compliance with the Code of Practice 14 resulting in regulatory breaches and fines. m
Scope

The audit reviewed the end to end self-assessment process including:
e Planning and process undertaken
e Analysis of the responses
e Verification and testing
e Reporting on areas of non-compliance
mv) e Plans in place to rectify areas of non-compliance.
jab)

@ The approach of the audit included interviews with relevant staff members, reviewing the completed self-assessment with associated documentation and

I\ verifying responses in the self-assessment by completing testing.

SWAP Page | 2
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Findings and Outcomes

Summary of Control Framework

Overall the self-assessment process to determine compliance with the Code of Practice 14 is well controlled with a robust and transparent self-assessment
completed on an annual basis. An analysis of the results is completed, and the reporting of the results is deemed to be to an appropriate level. A clear and
timely plan is also in place to address areas of non-compliance.

1. Non-compliance with the Code of Practice 14 resulting in breaches and fines.
1.1 Finding and Action
Issue Risk
The Fund could be fined or have sanctions
There is no verification completed to confirm that the responses in the self-assessment are correct. imposed if areas of non-compliance are not
identified and reported on.
Findings

7 abed

o

The current process for assessing compliance with the Code 14 requirement involves sending a spreadsheet to the managers of the Pensions Fund who respond
with how they are complying in the areas for which they are responsible. Once all the questions have been responded to, the answers are collated, analysed
and reported on. It was noted that areas that had a plan in place to achieve compliance, such as the GDPR regulations, had been assessed as being compliant.
Until the plan is fully completed, these areas are not technically compliant and therefore should not be reported as such.

There is currently no process to confirm that the responses in the self-assessment are correct as no sample testing or assessments are completed of the areas
that have been selected as compliant to verify they are in fact complying.

Recommendation
We recommended that the Fund Governance and Compliance Manager complete random sample testing of

the responses received in the self-assessment to confirm the responses are correct. Priority Score
Agreed Action Timescale 30 June 2020
The Fund Governance and Compliance Manager will complete random sample testing of the responses
. . . . . Fund Governance and
received in the self-assessment to confirm the responses are correct. Responsible Officer

Compliance Manager

SWAP Page | 3
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Audit Framework and Definitions

Assurance Definitions

m The areas reviewed were found to be inadequately controlled. Risks are not well managed and systems require the introduction or improvement
of internal controls to ensure the achievement of objectives.
In relation to the areas reviewed and the controls found to be in place, some key risks are not well managed and systems require the introduction
or improvement of internal controls to ensure the achievement of objectives.

Most of the areas reviewed were found to be adequately controlled. Generally, risks are well managed but some systems require the
introduction or improvement of internal controls to ensure the achievement of objectives.
The areas reviewed were found to be adequately controlled. Internal controls are in place and operating effectively and risks against the
achievement of objectives are well managed.

Definition of Corporate Risks Categorisation of Recommendations

Risk Reporting Implications In addition to the corporate risk assessment it is important that management know
how important the recommendation is to their service. Each recommendation has
been given a priority rating at service level with the following definitions:

Issues that we consider need to be brought to the Findings that are fundamental to the integrity of the service's
attention of both senior management and the Audit Priority 1 business processes and require the immediate attention of
Committee. management.

Issues which should be addressed by management in

. - Important findings that need to be resolved by management.
their areas of responsibility.

Issues of a minor nature or best practice where some

. Finding that requires attention.
improvement can be made.

SWAP Page | 4
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Authors and Distribution

Please note that this report has been prepared and distributed in accordance with the agreed Audit Charter and procedures. The report has been prepared for
the sole use of the Partnership. No responsibility is assumed by us to any other person or organisation.

I Report Authors

This report was produced and issued by:

David Hill Chief Executive Officer (SWAP)
Charlotte Wilson Principle Auditor
Gayle Costello Senior Auditor
o
Q
) I Distribution List
a1
o
This report has been distributed to the following individuals:
Richard Bullen Fund Governance and Compliance Manager
Andy Cunningham Head of Pensions Administration and Relations
Jennifer Devine Investments Manager
Becky Hellard Director of Finance & Procurement, (S151 Officer)
S W A P SWAP work is completed to comply with the International Professional Practices Framework of the Institute of Internal Auditors, further Page | 5
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WILTSHIRE COUNCIL

WILTSHIRE PENSION FUND LOCAL PENSION BOARD
22 August 2019

PENSION FUND — TPR CODE OF PRACTICE 14 REVIEW

Purpose of the Report

1.

This report updates the Board on the findings of an internal review of the Wiltshire
Pension Fund’'s (WPF) compliance with the Pension Regulator’s Code of Practice 14 for
the Fund year 2018-19. The review was conducted in two stages;

a) A self-assessment by officers; and
b) An internal audit conducted by the South West Audit Partnership (SWAP)

Background

2.

The scope of the self-assessment covered the adequacy of the Fund’s compliance in
relation to the areas of internal controls, governance, administration & resolving issues
based on an independent questionnaire originally provided by Aon Consulting.

The scope of SWAP’s internal audit was to provide assurance that the self-assessment
completed by officers is sufficiently robust and reliable to ensure compliance with the
Pensions Regulator’s code of practice 14. To establish this the auditor reviewed the end-
to-end process of the self-assessment including the;

a) Planning & process undertaken

b) Analysis of the responses

c) Verification and testing

d) Reporting on areas of non-compliance

e) Plans in place to rectify areas of non-compliance

Considerations for the Board

Self-assessment analysis

4.

The questionnaire posed 83 questions covering all areas of the Fund’s internal controls
& the answers to most of the areas reviewed were that the Fund was found to be
adequately controlled and being well managed. Overall an improvement was observed
from 16 areas identified as requiring improvement in 2017-18 to 10 areas in 2018-19.

Of the 16 areas identified as requiring improvement in 2017-18, 9 had shown
improvement moving to a well managed risk status, most notably reflected in the internal
controls of the Fund’s contract management arrangements. This left 7 risks where no
significant progress had been made, plus 3 new risk where the risk rating had worsened.
The key risks identified where progress had worsened, or no improvement had been
made are set out below. Officers will implement an action plan to address the risks failing
to reach the adequate standard.

New Risks identified
Risk No. | Description of the risk | Remedy date
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B12 Board members completion of the Pension November ‘19
Regulator's toolkit for training

C10 Employer and member representatives on the Board November ‘19
being in line with the legal requirements

J1 The Administering Authority being satisfied that those August ‘19
responsible for reporting Breaches understand their
requirements

Ongoing Risks identified
Risk No. Description of the risk Remedy date

E7 A review of internal controls is required to ensure all December 20
Fund procedures are up to date

F1 Do member records record the information required as Rolling
defined in the Regulations and are they accurate programme

F2 Ensuring that Employers provide timely & accurate July 20
information

F10 Setting in place procedures to reconcile Fund & December ‘20
Employer records

H3 Has a benefit statement been provided to all active, December ‘19
deferred and pension credit members who have
requested one within the required timescales

H7 Are Employers issuing new Scheme members will all December ‘19
the essential basic Scheme information

H9 Is all information to members provided within the December ‘19
required legal timescales

Internal Auditor analysis

6. The Auditor provided a “Reasonable” assurance & recommended that the Fund
complete random sample testing of the responses received in the self-assessment to
confirm that the responses were correct. In addition, the Auditor commented that full
compliance should be based on the completion of any action plan.

Conclusions

7. Whilst the member effectiveness review has been recognised as a useful exercise

member engagement in all areas of their governance responsibilities remains an ongoing

process. All members are respectfully requested to support officers by ensuring their
own compliance on an individual level.

8. Fulfilling the Fund’s standard business & change management commitments in
accordance with its business plan has placed a strain on officer resource to update &
maintain the Fund’s procedures. Both this audit & the internal audit on Key Controls has
highlighted a presence of risk where procedures & plans may not be being followed in

practice.

9. lItis envisaged that the implementation of new software, notably i-Connect, should

10.

address the Fund'’s core issues of non-compliance in relation to F1, F2 & F10, which in
turn will also have a direct impact on H3 & H9. In short, this means that if the Fund can
ensure the receipt of good quality data from its employers on a timely basis the Fund’s
disclosure of information to its members will be significantly enhanced.

The Fund Governance & Performance Manager will ensure that as part of the next self-
assessment exercise a strategy of sample testing of the responses will be undertaken.
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Environmental Impact

11. There is no environmental impact from this report.

Financial Considerations

12. There are no immediate financial considerations resulting from the reporting of the
Fund’s compliance with tPR Code of Practice 14.

Risk Assessment

13. The risks reflected in this Internal Audit shall be reflected in the Risk Register which is
updated quarterly and presented to this Board.

Legal Implications

14. There are no immediate legal implications arising from this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

15. There are no implications at this time.
Proposals
16. The Board is asked to note the internal, self-assessment undertaken.

ANDY CUNNINGHAM
Head of Pensions Administration and Relations

Report Author: Richard Bullen — Fund Governance & Performance Manager
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Agenda Item 11

WILTSHIRE COUNCIL

WILTSHIRE LOCAL PENSION BOARD
22 August 2019

PENSION FUND - TPR PUBLIC SERVICE SUMMARY 2018

Purpose of the Report

1. The purpose of this report is to identify any additional actions the Wiltshire Pension Fund
(WPF) Local Pension Board can recommend to the Pension Committee following the
publication of the results of the Pension Regulator’s 4™ Public Service Governance &
Administration survey 2018.

Background

2. The results of the survey looked in more depth at how the key features of good
governance of Pension Fund’s work in practice. The key findings of the survey found that
governance, record-keeping, member communications & cyber security continue to be
the top four areas of concern.

3. Consequently, the Pension Regulator will seek to form its regulatory approach to
Pension Funds based on these key findings.

Considerations for the Board

4. Whilst the WPF is satisfied that it is one of the 74% of Funds that has all six of the
Pension Regulator’s key processes in place Fund officers have reviewed tPR’s survey
against its existing governance & administration arrangements in order to identify any
areas in which the WPF can continue to improve.

5. The table below sets out an area of concern focused on within the report by the Pension
Regulator along with an additional action(s) identified by Fund officers in which they
believe the Fund can improve still;

tPR key issues Potential action(s) where the WPF can improve further

Knowledge & Understanding | e Training should be recorded in terms of duration as
well as by content; &

e Greater support could be offered to members to
attend external conferences, seminars & workshops
to avoid over reliance on officer training

Board Membership e To seek, as part of the Fund’s new Pension

Administration strategy with Employers, increased

employer understanding & commitment concerning

Employer representative recruitment

Risk Registers ¢ For the Board to offer greater guidance to the

Pension Committee concerning the practical use of

the risk register as part of their oversight obligations

Cyber security e For the Board to request an annual report to review
the maintenance of officer access & authorisation
levels to Fund software; &

e To request annual reports from Wiltshire Council’s
IT Dept. & the Fund’s database manager
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(Heywood'’s) summarising the cyber security
arrangements each have in place.

Data Quality e To ensure that the tPR data quality definitions are
implemented on receipt of the definitions from SAB

Annual Benefit Statements e To request officers, implement a rectification
strategy to ensure that any statements not issued
by 315t August, are issued as early as possible after
that date

Administration e To request an annual report summarising
complaints made to the Fund to identify any themes

Conclusions

6.

In self assessing itself against the findings of the Pension Regulator’'s 2018 survey, the
WPF considers itself to operating above the average of public sector Funds in its
governance & administration remit & that in addressing the potential actions specified
above the Fund will not only ensure its continued compliance, but also aim to place itself
an upper quartile position against its peers in relation to the Regulator's compliance
requirements.

Environmental Impact

7.

There is no environmental impact from this report.

Financial Considerations

8.

There are no immediate financial considerations.

Risk Assessment

9.

There are no risks identified at this time.

Legal Implications

10. There are no immediate legal implications arising from this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

11. There are no implications at this time.

Proposals

12. The Board is asked to review the finding of the Pension Regulator’s report against the

actions identified by officers and approve the implementation of those actions.

13. The Board is asked to recommend any other actions it feels may be appropriate.

ANDY CUNNINGHAM
Head of Pensions Administration and Relations

Report Author: Richard Bullen — Fund Governance & Performance Manager
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Background

Public service pension schemes provide pensions for nearly 17 million civil servants,
judiciary, local government workers, teachers, health service workers, members of fire and
rescue services, members of police forces and members of the armed forces.

Our code of practice 14 sets out the standards we expect of the people who manage these
schemes. Our aim is to improve standards across the board, focusing our interventions on
the schemes that we consider present the greatest risk.

In the past year we have engaged with a number of pension scheme managers and pension
board members. This, together with one-to-one relationships with large schemes, has
helped to inform our understanding of the landscape.

To gather further information about public service pension schemes, we carried out our
fourth annual governance and administration survey in November and December 2018.
Previous surveys identified that key features of good governance were becoming more
commonplace across public sector schemes. In the latest survey, we looked in more depth
into how these features were operating in practice.

The survey findings support our existing assessment that the top risks in this landscape
are around governance, record keeping, and member communications. They also identify
cyber security as a significant issue requiring attention.

The survey is anonymous by default, although scheme representatives can attribute their
answers so that we and/or their Scheme Advisory Board can see them. We do not take
direct regulatory action based on the answers given, but the answers in aggregate may
inform our regulatory approach.

This commentary accompanies the full research report which details all the survey results.
It is intended to draw out the key points and areas of concern we have identified. Scheme
managers should read the full results of the survey to understand more about the issues
highlighted in this statement.

Public service governance and administration survey 2018 Commentary on results e
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Key issues

Three-quarters (74%) of public service schemes had all six of our key processes in place,
an improvement on previous years. However, it is disappointing that the remainder of
schemes still did not have all six of these simple measures in place.

Pension Board meetings

Only half of schemes had four or more pension board meetings in the previous 12

months. We have previously highlighted that scheme governing bodies should meet at
least quarterly. We are concerned that irregular meetings may be an indicator of poorly-
governed schemes. We note that Fire schemes had both infrequent meetings and were the
most likely cohort to postpone meetings. We expect to see an improvement in this area.

Knowledge and understanding

Almost all respondents believed that the scheme manager and pension board had access
to all the knowledge and skills necessary to run the scheme and were more confident than
in previous years that they had sufficient time and resources to do so. However, the survey
results did not fully support this view. Only in four-fifths (82%) of schemes did the scheme
manager and pension board evaluate the board’s knowledge and understanding at least
annually. Furthermore, 39% of schemes saw recruitment, training and retention of staff and
knowledge as a barrier to improving their governance and administration over the next

12 months, and 47% cited lack of resources or time. We see this lack of knowledge and
resources as a key reason for scheme managers not being able to drive the improvements
that we expect.

The concerns expressed by respondents about knowledge and understanding may partly
be driven by the significant annual turnover in pension board members. On average
schemes reported that 20% of the total positions on their pension board had left in the
previous 12 months. The loss of knowledge and understanding that this represents is
significant. It is essential that pension boards have documented processes in place to
ensure the preservation of knowledge and should carry out a skills analysis to assess the
areas where their knowledge may be weakest. This will also highlight situations where there
is a concentration of knowledge in particular individuals. This will help in the recruitment of
members with the knowledge, skills and experience required. Pension boards should also
ensure that they have all appropriate training in place for new recruits to build their own
understanding.

Public service governance and administration survey 2018 Commentary on results e
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Board membership

We have very significant concerns about 11 schemes that reported that at the time they
completed the survey they were operating with fewer pension board members than
required by their respective scheme regulations. The situation appears to have been
temporary in most cases until new pension board members could be recruited. In the
meantime, however, these schemes were breaching the law. We urge scheme managers to
maintain a pension board with more than the minimum number of members to avoid this
situation. They should also take steps to ensure that pension board members are recruited
before a vacancy exists to enable an effective handover to take place.

Risk registers

While more schemes had a risk register than in previous years, it does not appear that
every scheme recognises their value. Only half of schemes had reviewed their exposure
to new and existing risks at least quarterly in the previous 12 months. The risk register
should be a living document that recognises how risks are emerging, developing and
being mitigated or controlled. The pension board and scheme manager are key players in
identifying and controlling risks, and a review of the risk register should form part of every
meeting.

Collecting data

We expected to see that multi-employer schemes had lower levels of employers presenting
data in a timely or accurate and complete manner. This was borne out by the survey
findings, although some single employer Police and Fire schemes also reported that they
were facing issues. However, we feel that some schemes, particularly the local government
schemes, could do more to facilitate the collection of data. Only half of Local Government
schemes said that all their employers submitted data electronically and just two-fifths said
that all their employers submitted their data monthly. Monthly electronic data submission
should be the default for all schemes and we recommend that schemes take steps to put
this in place. Aligning data submission with payroll cycles makes it easier for employers to
comply as information can be provided as part of the payroll process. Current practices
that allow data to be submitted by annual paper return increase the burden for both
participating employers and the schemes processing that data. Paper schedules also
increase the chances of mistakes occurring that take longer to rectify.

Public service governance and administration survey 2018 Commentary on results °
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Cyber security

In recent years we have asked schemes to recognise the importance of cyber security.

The survey found that there were generally high levels of compliance with basic security
measures such as system and access controls and policies on data and use of devices.
However, these basic measures were not universal - for example, 17% of schemes did not
report that they have controls restricting access to systems and data. A similar number
(18%) did not report that they have systems controls such as firewalls, antivirus or software
updates. Around half of schemes said that they had experienced a cyber breach or attack
in the previous 12 months. The majority of these involved staff receiving fraudulent emails
or being directed to fraudulent websites and attacks that try to take down websites or
online services.

It is vital that schemes also consider their cyber footprint. Pension schemes share large
amounts of data with third parties such as administrators, actuaries, employers and

legal advisors. An awareness of the security processes that these bodies have in place is
necessary too. Cyber security is not just about reducing the risk of incidents occurring, but
also requires preparation for when things go wrong. Schemes need to have an incident
response plan in place, and the scheme manager must be aware of the contingencies in
place. The lack of pension boards and scheme managers who received regular updates on
cyber risks, incidents and controls indicates that this risk is still not being taken seriously.

Data quality

Around three-quarters of schemes that had reviewed their common data in their most
recently completed review said that they had identified problems with it. This is lower than
we would expect, given that common data includes addresses which can rapidly become
out of date. We therefore think it is likely that schemes are not reporting on all elements of
common data. Fewer Police schemes reported identifying issues with their common and
scheme specific data in their most recently completed review than other cohorts. We are
aware that data cleansing has been a focus for Police schemes for some time now and we
trust that their results indicate that a well-functioning and effective data cleansing process
has now been widely adopted. To ensure comparability within cohorts, we support the
work of Scheme Advisory Boards to develop a common definition and standard for their
schemes to report on.

Annual benefit statements

There was a general improvement in the number of annual benefit statements issued

on time again this year. However, there is still considerable scope for improvement by
schemes in this area. We are troubled by the 10% of schemes (15% of Local Government
schemes) that did not report that all the annual benefit statements they sent out in 2018
contained all the data required by regulations. We understand that schemes may be taking
this action to meet the 31 August deadline for issuing statements. In our view however,
deliberately sending out a statement with missing or incorrect data is worse than sending
out an accurate statement late. Those schemes that have given us a Breach of Law report
in relation to annual benefit statements in recent years have typically had a plan to get
their statements out very soon after the deadline, for the few members it affected. We are
unlikely to take action on the basis of a breach of law report on its own where there is a
reasonable plan for rectification of the situation.

Public service governance and administration survey 2018 Commentary on results e
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Administration

Pension boards have two fundamental responsibilities - to oversee both the governance
and administration of the scheme. A board that is failing to meet its basic responsibilities by
not having administration as a feature of every meeting is failing in one of its fundamental
functions. We are pleased to see that more schemes are giving administration the attention
it deserves, with three-quarters of schemes considering it at every pension board meeting
in the previous 12 months. We do still see some space for improvement in the locally
administered (Police, Fire and Local Government) schemes, however. It is notable that
most of the complaints received by schemes continue to stem from poor administration.
This might be around disputes or queries about the amount of benefit paid, slow or
ineffective communication, delays to benefit payments, or inaccuracies or disputes around
pension value or definitions. Pension boards should continue to ensure that administration
is considered on every agenda to identify persistent and emerging issues, and to advise the
scheme manager to make improvements.

Conclusion

The pattern of results this year indicates that while pension boards have managed to

drive improvements in some areas, they continue to struggle in many others. The locally
administered schemes appear to find it particularly hard to meet their responsibilities.
There are a variety of reasons for this depending on the exact circumstances of the
scheme. Scheme managers and pension boards need to drive improvements in the key
areas highlighted here. Some are more straightforward than others but taken together will
improve the running of the scheme. We suggest that pension boards, scheme managers
and scheme advisory boards examine ways in which collaboration and sharing of resources
can deliver better governance and administration.

The information gathered in the survey will be used to inform our regulatory initiatives with
all schemes. Over the course of the next year some public service schemes will experience
greater engagement from us through our new supervisory processes. This new range of
regulatory tools and techniques, which includes one-to-one relationships with schemes of
strategic importance and broader scheme supervision and thematic work, helps clarify our
expectations of schemes on whom millions of savers rely.

Public service governance and administration survey 2018 Commentary on results e
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How to contact us

Napier House
Trafalgar Place
Brighton
BN14DW

www.tpr.gov.uk

www.trusteetoolkit.com
Free online learning for trustees

www.pensionseducationportal.com
Free online learning for those running public service schemes

The
Pensions
4 Regulator
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Organisation Subject Link Status | Comments Risk Ref
HM Treasury Reforms to public https://services.parlia | Updated | A ‘final’ consultation on this topic closed on 3 July 2019. PENO21
sector exit ment.uk/bills/2017- The main proposal is that all employer costs (pension and non-pension)
payments. 19/publicsectorexitpa are cappgd at £95k when an employee leaves on grounds such as a
ymentslimitation.html compromise agreement or redundancy. For redundancy, the statutory
redundancy payments must be paid so other benefits would need to be
adjusted to ensure the £95k is not breached (although some exceptions
apply).
The consultation is not clear on how this would work in Schemes such as
the LGPS. ltis likely that LGPS Regulations would need to be changed
such that an employee who leaves aged 55 over on redundancy grounds
would face some reductions to their pension. For non-redundancy cases,
existing employer discretions may become limited.
Furthermore, the likely implementation date is also not clear.
CIPFA LGPS Administration CIPFA website New CIPFA Pensions Panel has issued an open letter concerning None
Benchmarking and benchmarking (which now forms part of the Annual Report) and pressure
Resources on LGPS resources.
Officers are supportive of the concept of industry benchmarking, and
believe adding requirements to the Annual Report is a positive step, but
then much more development is required to help ensure the data is
meaningful and comparable between Funds.
The Pension Consultation on https://www.thepen | New tPR are planning on releasing a consultation on changes to the codes of None
Regulator changes to codes of sionsregulator.gov.u practice, including code of practice no 14, which plans to involve both a
practice k/en/document- consolidation of the existing codes as well as some amendments.
library/statements/si
ngle-code-of-
practice-statement
MHCLG Fair Deal Consultation https://www.gov.uk/go | Updated | Officers have responded to the consultation but have yet to hear anything | PEN040

vernment/consultations
/local-government-
pension-scheme-fair-
deal-strengthening-
pension-protection

further from MHCLG. The next step is likely to be either another
consultation or the introduction of legislation.
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https://services.parliament.uk/bills/2017-19/publicsectorexitpaymentslimitation.html
https://services.parliament.uk/bills/2017-19/publicsectorexitpaymentslimitation.html
https://services.parliament.uk/bills/2017-19/publicsectorexitpaymentslimitation.html
https://services.parliament.uk/bills/2017-19/publicsectorexitpaymentslimitation.html
http://email.cipfa.org.uk/cipfamiddlewarelz/lz.aspx?p1=MHNDUzMDgwMzJTOTE2Mjo4RDBFMUU1QkRDQzdBRUZBRkYzNjhGRTVDMTY5RThCMA%3d%3d-&CC=&w=41136
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.thepensionsregulator.gov.uk/en/document-library/statements/single-code-of-practice-statement
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
https://www.gov.uk/government/consultations/local-government-pension-scheme-fair-deal-strengthening-pension-protection
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Organisation Subject Link Status | Comments Risk Ref
Changes to the Local https://assets.publishin | New This consultation covers the following areas: PENO044
Valuation Cycle and the | g.service.gov.uk/gover 1). Amendments to the local fund valuations from the current three-year
Management of nment/uploads/system/ (triennial) to a four-year (quadrennial) cycle.
Employer risk uploads/attachment _dat 2). A number of measures aimed at mitigating the risks of moving from
. - triennial to quadrennial cycles.
Consultation ?/m?/80032|1/LGfPS va 3). Proposals for flexibility on exit payments.
uation C_VC S ] 4). Proposals for further policy changes to exit credits
consultation.pdf 5). Proposals for policy changes to employers required to offer LGPS
Membership.
Section 5 proposes giving greater flexibility for further education
corporations, sixth form college corporations and higher education
corporations concerning membership of the LGPS and is the most
surprising part of this proposal; current employees would be protected but
future employees could be ineligible.
The consultation closed on 31 July 2019 and officers responded
accordingly.
The Department | Pension dashboard https://pensionsdash | No Discussions are still going on at a national level. Recent discussion PENO038
of Work and project boardproject.uk/indu | change suggests an implementation timeframe of 3-4 years.
Pensions (DWP) stry/about-the- since the
pensions-dashboard- | 'ast
e meeting
Financial Proposed revision to https://www.frc.org.u The Financial Reporting Council (FRC) has consulted on a new None
Reporting the UK Stewardship k/investors/uk- Stewardship Code that sets substantially higher expectations for investor
Council Code stewardship-code stewardship policy and|practice.

The consultation on the draft 2019 UK Stewardship Code closed on 29
March and the FRC has been analysing the responses. The responses
indicate that there is strong support for consideration of ESG issues,
greater use of asset classes beyond listed equity, the setting of
expectations within the investment community and better reporting of
activities and outcomes.

They are now carrying out a process of targeted outreach to test the
changes before the revised code is published in October.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/800321/LGPS_valuation_cycle_reform_consultation.pdf
https://pensionsdashboardproject.uk/industry/about-the-pensions-dashboard-project/
https://pensionsdashboardproject.uk/industry/about-the-pensions-dashboard-project/
https://pensionsdashboardproject.uk/industry/about-the-pensions-dashboard-project/
https://pensionsdashboardproject.uk/industry/about-the-pensions-dashboard-project/
https://pensionsdashboardproject.uk/industry/about-the-pensions-dashboard-project/
https://www.frc.org.uk/investors/uk-stewardship-code
https://www.frc.org.uk/investors/uk-stewardship-code
https://www.frc.org.uk/investors/uk-stewardship-code
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Scheme
Advisory Board
(SAB)

Academies’ review

http://www.lgpsboard
.org/index.php/struct
ure-reform/review-of-
academies

No
change
since the
last
meeting

SAB commissioned PwC to produce a report on “Options for Academies
in the LGPS” and the report was published in May 2017. The report
identified and highlighted problems/issues experienced by stakeholders.
No recommendations were made in the report, although the potential
benefits of new approaches to the management of academies within the
LGPS were highlighted. The proposals were wide ranging from minor
alterations to academies being grouped together in a single LGPS Fund.

SAB’s work is still on-going and Bob Holloway from the LGA previously
stated that a wide range of options in both work streams are still be
considered. For example, changing the administration arrangements or
putting academies into their own Fund etc. However, a consultation will
be released on any changes proposed before they are put into force.

None

Cost cap mechanism &
McCloud case

Summary by Osborne
Clarke (our external

legal advisers)

Updated

The planned changes to the LGPS from 1 April 2019 have now been
cancelled due to an on-going court case (referred to as the McCloud
case) which now looks likely to result in material changes to the LGPS
and all other public service schemes.

The Government asked to appeal against the conclusion from the original
court case, but its appeal was turned down in early July 2019 which
means changes are necessary.

The SAB decided to await the outcome to the court case before making
any changes. This is far from ideal, as this could well mean we made to
make onerous retrospective changes to the Scheme (w/e from April 2019
but not known until the end of 2019/early 2020) and that such changes
would not be included within the triennial valuation.

Tier 3 employers
review

http://www.lgpsboard
.org/index.php/board-

publications/invitation

-to-bid

No
change
since the
last
meeting

Covers those Fund employers with no tax raising powers or guarantee
(excludes academies).

SAB is keen to identify the issues and risks related to these employers’
participation in the LGPS and to see if any improvements/changes can be
made. There are currently two concurrent phases of work involved —
collating data and identification of issues. SAB will then assess the risks
to Funds and consider next steps.

Aon Hewitt has recently produced a detailed report which is available on
the SAB website which outlines its finding on the identification of issues
but the report doesn’t make any specific recommendations. SAB is yet to
advise what actions it will take following receipt of the report.

None



http://www.lgpsboard.org/index.php/structure-reform/review-of-academies
http://www.lgpsboard.org/index.php/structure-reform/review-of-academies
http://www.lgpsboard.org/index.php/structure-reform/review-of-academies
http://www.lgpsboard.org/index.php/structure-reform/review-of-academies
https://www.osborneclarke.com/insights/local-government-pension-scheme-government-presses-pause-employer-cost-cap-process-following-unlawful-discrimination-ruling/?utm_source=vuture&utm_medium=email&utm_campaign=local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling_04%20march%202019_local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling
https://www.osborneclarke.com/insights/local-government-pension-scheme-government-presses-pause-employer-cost-cap-process-following-unlawful-discrimination-ruling/?utm_source=vuture&utm_medium=email&utm_campaign=local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling_04%20march%202019_local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling
https://www.osborneclarke.com/insights/local-government-pension-scheme-government-presses-pause-employer-cost-cap-process-following-unlawful-discrimination-ruling/?utm_source=vuture&utm_medium=email&utm_campaign=local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling_04%20march%202019_local%20government%20pension%20scheme%3a%20government%20presses%20pause%20on%20employer%20cost%20cap%20process%20following%20unlawful%20discrimination%20ruling
http://www.lgpsboard.org/index.php/board-publications/invitation-to-bid
http://www.lgpsboard.org/index.php/board-publications/invitation-to-bid
http://www.lgpsboard.org/index.php/board-publications/invitation-to-bid
http://www.lgpsboard.org/index.php/board-publications/invitation-to-bid
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Organisation Subject Link Status | Comments Risk Ref
Goqd Governance http://www.lqpsboard.o Jpekiizd Hymans-Robertson has now released its report on this and it is included B
Project (formerlly known | rg/images/PDF/BoardF as part of the LPB agenda for 22 August 2019.
as the Separation eb18/PaperBltem50218
Project) pdf
Guidance Project http://www.lqpsboard.o ’:t?an e The Guidance project will identify regulations which may be better placed ——

rg/images/PDF/BoardF s'ncegthe within statutory guidance and to both propose the necessary

eb18/PaperBltem50218 Iallst amendments and assist HMCLG with the drafting of guidance.

b meeting This project is at an early stage and no further information is available at
this time.

Data Project http://www.lqpsboard.o No The SAB describes this project as: The Data project will aim to assist oS
rg/images/PDF/BoardE | change administering authorities in meeting the Pension Regulators requirements
eb18/PaperBltem50218 | since the | for monitoring and improving data and include the identification of
-pdf last scheme specific conditional data and the production of guidance for

meeting authorities and employers.
No further information is currently available from the SAB. However, the
SAB did consult on a common set of data points for the part of the project
relating to scheme specific conditional data over the last couple of
months before deciding to postpone implementation until 2019, in time for
the 2019 tPR Scheme Return.
Wiltshire Pension | Miscellaneous Updates | None New a). Council services/internal recharges: Officers are working with Wiltshire Nt

Fund

Council payroll and finance teams to put in place new contracts/service
level agreements for the respective services each team supplies
(Pensioner Payroll and Treasury Management). These arrangements will
also form the basis of providing a more robust approach to identify the
level of internal recharges needed.

b). Review of terms of reference for Committee and Board: Officers have
completed a review of the terms of reference for Committee and Board
and circulated draft revisions to the two chairs and Section 151 officer for
comments. However, upon taking the ToR to the internal Constitution
Focus Group, a couple of queries/challenges were made which has
resultant in another review meeting being required.

c). Board Member elections: Two candidates have been shortlisted and
scheme members are being asked to vote on their preferred candidate.
Voting closes on 30 August.



http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
http://www.lgpsboard.org/images/PDF/BoardFeb18/PaperBItem50218.pdf
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d). Member Self Service (MSS) rollout & Benefit Statement update:

Benefits statements are still on target to be received by members by 31
August 2019 although a number of technical difficulties has meant that
the Fund is behind scheduled in its rollout.

Deferred members will be invited to MSS as part of being contacted
about their benefit statement.
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Agenda ltem 13

WILTSHIRE COUNCIL

WILTSHIRE LOCAL PENSION BOARD
22 August 2019

WILTSHIRE PENSION FUND RISK REGISTER

Purpose of the Report

1. The purpose of this report is to update the Local Pension Board in relation to changes to
the Fund’s Risk Register (see Appendix A), in terms of both;

a) The format of the Risk Register; and
b) The content of the Risk Register.

Background

2. The existing format of the Risk Register had been in place since May 2009 & it had been
observed that it had become an increasingly static document. Guidance by the Board and
a recommendation made by the Director of Finance & Procurement to reformat the Risk
Register to be consistent in manner with the Council’s wider corporate risk strategy were
therefore adopted to make it a more dynamic method of managing the Fund’s risks.

3. The Members original request to highlight changes, particularly upward/downward
movements in individual risks & report back to the Board and Committee on a quarterly
basis, will continue to be observed.

Key Considerations for the Board / Risk Assessment

4. The new design of Risk Register has allocated the existing risks from PENO0O1 to
PENO027 across 4 strategic categories, namely “Horizon risks”, “Dynamic risks” &
“Ongoing risks” & “Ceased risks”. In addition, officers have reviewed the following
information to identify new risks which have been assigned reference numbers PEN028
to PEN048;

a) The Scheme Update;

b) Business Plan;

c) Audit recommendations;

d) Minutes of meetings;

e) The Fund’s KPI dashboard; and

f) Risks relating to Brunel and investment pooling.

It is anticipated that this strategy will enable the Fund to better identify & manage risks as
they pass through the Risk Register from being identified as a horizon risk to becoming
an ongoing risk whereby all the necessary mitigations have been applied & finally to a
ceased risk, whereby the Committee can delegate the risk to officers to monitor on their
behalf.

5. Another key feature of the new Risk Register is reclassifying the risk categories to be
consistent with CIPFA categories that are recommended. The eight CIPFA categories are
set out in the table below. A secondary classification of risk by Fund objective laid out in
the business plan, or Fund service function would enable a more granular identification of
risk.
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6. To help the Fund identify, quantify, manage & mitigate risks, the Risk Register is
accompanied by the Council’s Corporate Risk Register guidance document which has
been tailored to the Fund’s requirements. Whilst a tailored Fund version of the document
has been prepared for the Fund it has not been included within this meeting pack
information on the grounds of brevity.

7. Regarding risk identification, it was recommended that the scoping of any new risks
should be more specific in nature and as prescribed by the guidance document, to
ensure that the Risk Register remains dynamic in nature. In turn this will assist the
management, monitoring & mitigation of risks.

8. The new Risk Register will continue to score the significance of risks as measured by
interaction of the likelihood of occurrence (likelihood) and the potential impact of such an
occurrence (impact). This register will use the Council’s standard “4x4” approach, which
produces a risk status of Red, Amber or Green (RAG).

COMMITTEE’S REVIEW

9. The Committee is requested to review the new design of the Risk Register and provide
guidance in the following key areas;

a) That the design of the reformatted Risk Register serves the requirements of the
Committee;

b) That the more evidential method by which risks are identified & managed are
clear and transparent; and

c) That the risks recorded on the new Risk Register presented to the Committee,
represent all the pertinent risks currently being faced by the Fund & that the risks
have been allocated in their opinion correctly across the 4 categories of Horizon,
Dynamic, Ongoing & Ceased risks.

BOARD REVIEW

10. The Committee commented that they wished to review risks on an exception basis &
where risks had cased, so verify the reason for its cessation. To assist the Committee the
Board will therefore;

a) Review the Risk Register & recommend risks which can be classified as ceased &
monitored by officers;
b) Provide guidance to officers on the risk ratings given to the remaining risks; and
c) Confirm that going forward the following risk to be presenred to Committee should
be.
i) New risks;
i) Recommended ceased risks;
iii) Risks where there has been a change to the rating; and
iv) Risks with a “Red” rating.

Financial Implications

11. No direct implications.
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Legal Implications

12. There are no known implications from the proposals.

Environmental Impacts of the Proposals

13. There is no known environmental impact of this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

14. There are no known implications currently.

Proposals

15. The Board is asked to review the new Risk Register and assist the Committee as
specified in point 10.

ANDY CUNNINGHAM

Head of Pensions Administration and Relations
Report Author:  Andy Cunningham, Head of Pensions Administration and Relations, Richard Bullen,
Governance Manager & Jennifer Devine, Investment Manager.

Unpublished documents relied upon in the production of this report: NONE
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Primary Risk Category
(CIPFA)

Secondary Risk Category

Level of risk

G, obe

D:
et Risk cae react Efoct dory Rk oSGy iy ouner LV OTTS gy Liaihood nherentiskscore Cork ok I plce o s e mER ereactll Wiiaiieed Furtor Actors rcessry tomnagethrisk S oiectanotTavel MRALN compin o
Horizon Risks
A
takento rates for on il dentfed whic s - None - Whils it now appears almost certin that a change will Ands
PEN042 n changes related to| Court by a group of firefighters and ‘employers and high levels of horitemintuiiiel SERVICEFUNCTION | “0% take place, it is sillunclear exactly what the change will be, its New n NA
B¢ ) panring unningham Cunningham
magnitude and how the Fund can mitigate it
v empl foresecable future
Administration: Some impact on
Ahorizon sk
Administration disruption and | The cost cap floor has been breached cessesand on ik e h - None unti furher information s available. Note: this is uiikely Ands
PEN043 employer cost pressures | meaning the Scheme rules need to be e, ) : SERVICE FUNCTION ey o happen uniil the McCloud case changes are finalised, as New e NA
s ' tbeen panring Cunningham Cunningham
cause by the Cost Cap review| adjusted McCloud will already increase costs in el
fnalsed. foresecable future
Cost; Higher costs for employers
Gurrorly monitoring the progress of the developments o allow
The Treasry is consulting on draft adequate time to take any actions necessary. We are not
regulations to ntroduce a cap of aniicipating any changes to occur quickly and, depending on
£95,000 on exit payments i the public he inal outcomes, WPF will set up a project cover:
Sector, in response to concems about discussions with employers and changes to employer
the number of exit payments that | Changes noed to be communicated fo discretions policies, benefit and systems calculations and the
or come close to £100,000 | indviduals and employers associete communicatons.
and the need o ensure they represent| - adapted requiations | A sk dentiied whi
Ineffective implementation of | - value for money. This willinclude | have been approved. LGPS Fund's | occur & for which the Comittee Andy Andy
PEN021 the Public Sector Exit Cap changes to LGPS regulations. | could be in breach of the legislation in | should consider planning for i the LEEATIE R C.inham nd Cunningham NA
Introduction of exitcap wilrequire an | they are logstically unable to foresecable future
additonal burden on the implement the cost cap mechanism
administration team as it s ikely to once introduced.
offectal edundancy calculations.
Funds are often given lite time to
implement changos which brings
about this rik.
SAB has requested a review of o
governance structures for the LGPS | Poor governance has a reputational ) AN
The Fund's inabilfty to usinga criteria of four possible | risk impact, leading to poor service for | A herizon sk identified which may ; " s ° o
PENOZD imploment the roforms el ekt ity of | o6 forwhich the Committee SERVICE FUNCTION Andy This has helped officers gain an understanding of the ikely New Richard Bullen A
associated with the Good A e ider planring. Cunningham direction of travel and help ensure the Fund s aligned and
Sovemanca Projoet | funds to deiver good governance for | roles & responsioilties and potenial PN o e e meostmenee toane
their employers and members. A final | confiicts o interest emerging e of refersmce)
consultation report i due i July 2019 -
This consultation contains proposals | | The Proposed amendments tothe
whichwould sengthen th pensos| U575 BN TOLI WO DOy ot o near anyiing s Fom MHGLG. Tha ot g &
orzon isk identified which may
PENIO | imprementine eoiutionof | Protectons hatapply whenan | S i‘;:"[’:”:":“’:::r:;':' the | occur & forwhich the Committee TS Andy likely o be cither another consultation o the introduction New Denise A
o Dot Comcuaton | employee of an LGPS employer s | “"{ue 8" 101 planring. Cunningham of egisiation. Offcers wil continue to monitor Robinson
compulsoriy transferred to the - e foresecable future developments to help ensure itis prepared to make any
et aearcesroute | _changes would have asgnificant Changes requ
impact on affected members benefits.
The Governmentis consultating on o
changing the fund valuation cycle. In A horizonrisk identiied which may nd
PENO44 Change to valuation eycle | short term this could mean a one-off occur & for which the Committee SERVICE FUNCTION | Andy Officers will respond to the consultation stating they are New ndy NA
S year gap followed by quadrennial planning unningham notin favour of such a change Cunningham
foresecabl future
valuations.
The Government has been planing
to make a number of changes to way
that GMPs work which brings about | Both sets of plans could ncrease | A hoizon isk dentified which may
PENOS P ogistative changes | 10 15k nparticulr, changes o scheme cost nd cause matersl | ocr & forwhihthe Comites SERVICE FUNCTION Andy Senior offcers to keep themselves appraised of New Andy A
the indexation approach (which have | amounts of additonal planring Gunningham developments. Cunningham
been repeatedly delated) and work. foresecable future
equalsation between males and
fomalec
Late communication by the DWP to
The Fund'sinabiyto | PCCTY i requirementsorthe o | anomonnac
T ! Fund to comply with this new " e h Senior officers to keep themselves appraised of
PEN03S implement the DWP's | o1 yide Dashboard. Potentialfor | ,  "ePUtationalrisk forthe Fund. | oceur & for which the Committee SERVICE FUNCTION Andy developments and seck more detailed information as the. New Mark And NA
Dashboard within a notified ! Astatutory requirement to contribute planning Cunningham
st unexpected implementation costs e et PN project develops.
and/or the Fund being unable to :
meet the reporting requirements.
Dynamic Risks
An end to end processing review of all
Low kPl performance has been | repeatable processes with the key
identified, particularly in relation to | abjectives of improving the customer ) The Fund's Project team has siared a programme of work
PEN034  [Failure to implement L h Anew riskidentified. The Committee BUSINESS PLAN Andy 3 2 6 v 2 yar mafame o roten repoiv pocesses wiin 3 1 New Mark Briggs | On-going
process review (App 1-1214) Gunningham
resultof nefficient 4 the dept.
insufficient training and support. | work allocation s required to target
Key items of casework more quickly
Dificulies in extracting the required
data from the workflow section of the
administration system. Improve the | Faiure to implement a dashboard of  Officers are implementing a suits of KPs o be utiised at
Failure to implement a range of Key Performance Indicators | comparable benchmarks, will be ) BUSINESS PLAN diforent levels. Namely. at a Siatutory love, for the Gomitiee
PENO36 KPIs o for the Committee tg | Anew risk dentified. The Committee (App 1-22) [ 3 2 6 & the Board, for use between Employers & the Fund & at 2 1 New Mark Anderson|  On-going
monitoring and Local tohelp factors such as data 2.6) unningham management leve for use at an operational level within the
provide transparency and clearer | quality measures Pension's dept.
oversight & management of
A
Failure to effectively adminisration | Poor administration resulting in
the sch 1d result i in incorrect ts and can lead to
Failure to implement a . BUSINESS PLAN The implementation of PEN034 & PENO36 along with
PENOIT g Pl payments, inefficiencies in the reputational risk ssues. The mitigation | A new risk identified. The Committee (App1-19) SWAP Key | Anﬂyh 3 3 o B dm:m o nomal it comment m?w otaite 3 5 New Jonnis Groen Onegoing
administration backlogs | PrOCesS:falure to meet disclosure | of thi risk s contingent on the controls audit 201gi49 |  CUmningham Key Contols report should mitigate this risk
timeframes, mitigation of as
inadequate oversight over the fund. | PENO34 & PENO36.




An effectiveness review conducted by|
Hymans was undertaken in 2018,
following which a report was

An ineffective Committee & Board
could lead to a poorly run Pension

Creation of a Focus steering group to implement the
recommendations of the Hymans repor. A review of

9/ abe

Failure to implement the Fund,whichhas lac of governance )
PEN0Z9 i i produced and a o fand . Definingthe | ; BUINESS P | curmy Governance documentation, such as Terms of Reference, (o New Richard Bullen | Ongoing
the Committee & Board Wittshire Councilstakehold i all groups & mpact (App 1-21,24) ' bring it up to date and ensuro that all documentation is
e 126t e orcome f e kenaer ense clarity of purpose consistent & integrated with the other documentation around it
Reputationalisk rom a natonal ffcers are planning (o review the ferms of reference for o
Alack A falure to adhere to | here has heen no change ineither LPB and Committee in due course, parlly to make the process
arising from inadequate | FalUre o illshie Counchlo ure 2010 | There o b o change it of recruiing to the LPB easior but also {0 help ensure the LPB
vy the | Melntain a Local Pension Board,fom tion by arge Andy A
PENotg [mintenance of th way ana e Penion et sl sig e sser| GOVERNANCE | SERVIGE FUNGTION | ¢, % Nons 1 RichaaBulen | Ongong
" the officer time required o support the | neffective operation of the 017. However the risk remains '
Investment Sub-Committee P
operate. Board and sub-committee. Investment sub-Committee leading to Dvmmm in nature.
bad decision making.
During a period of chain management |2°T BUdBet setting & cost control can Annual Fund budgels are approved In the 1t quarter of each
involving the introduction of new :fj:e“"n"(‘:‘f::?:;‘2‘;:;2‘:;::‘;’; year. Exponciursagains th budge aro moriord by Senior
. . 5 fcers. Senior Officers work with the Councir Treasury team|
IS A e o ot WOrkITE | the Fund. Asapublicsector Scheme |74 % ertied The com SERVICEFUNCTION | ( Andy o ensure accurate specification of charges made {0 the Fund. New Jennifer Devine|  On-going
practices € | there is also a reputational risk tsrequested toreview is impac o Senior Officers maintain a coniract management framework o
Fund d budget » i i
und's approved budget requires | 0 R RE0 LRI T et mornitor the fees of sevice providers. Allinvoices are
close management e compared against estimates before payment is made.
Alack of a contract management
GO, the migation of Managersto |27 27 Wil reate an inablty to
Failure t & contract | P77 &2 review of Fund contracts am";mm f‘m - :D g of PROCUREMENT & has by
ailure to procure & contra 3 i .
PENISO | oimmen e ommaret | were undertaken n 2018 n et seapen s thot he Funde | Anew sk dentifed. The commitee | PRECNRERCAT BUSINESS PLAN Andy offcers to anticipate the review of Fund contracs as they fall New Renaraulen|  omgoing
ol conjunction with the Procurement is requested to review its impact i (App 1-13) Cunningham due. Fund offcers have also attended Coniract Management
raining provided by the Councils Procurement Depariment
appropriately et el the pontion of e |FeGUIFements remain tocontracts & o y o
D s anticipate the incorporation of new.
3 legislation & regulations. This will lead
toincreased costs & risks to the Fund.
. . . There has been no change in either e Fund has liaised wih fs investment managers on o The markets and weightings are closely
The vmp]lmﬂr:tillo:! efl a{m IThe s"fhngzzen's by ";"mh 'hhe U:< Current (Inherent) or Target e potential impact of an exit. The Fund has agreed lo revert toa monitored as part of the "fightpath” and
PENO24 | e oqislatie EU referendum resut, e Mokt moonants whiah ool | (Residual) rsk ratng since September E=onl SERVICE FUNCTION | Jennifer Devine 50% overseas equiies hedged position for the current *rebalancing” processes. A single provider to - Jennifer Devine|  On-going
o mxpechd legilive olatle market movemerts ! 2017, However the sk remains meitame t et tre cuiont wakness of soring. manage allaspacts o sk management, s 5o
under i
Vilsire Fund 1 now being realed as @ Pofessional O,
MIFID 2 investment regulations from | Wiltshire Pension Fund is unable to having followed due Dmcasg Maintenance of the Fun
Alackofeffciuensss of 1 casly LGP Fanos s e “pfesiora st 1l g sk whic ) Professional Client siatus wil requie on-going compliance )
PENO2S roeitas mseting cue 1940 (L1 s oy whl s oo P 9o o incstments aaia P W Risk | SERVICE FUNCTION | Jonnifer Devine with the requirements including competence. None. - Jennifer Devine|  On-going
pa s e and may lead to the forced sale of
ssels.
here has been no change in ether Large project s stl ongoing and software from Heywood's is Sl working with olher south-west Funds (o try to
§ being used to pracess amendments to Altair on bulk. Progress agree on a common approach and present it to
i GHP ras0es e |Ponion aset and G n oror [macurrs nrs v porot for | s i e st BUSINESS PLA Anay fasboen delayedduo o th Fund njng o engage wih i Depariments The SW Funds senta
PENOZ2 i ADMINISTRATION (App 1 -18) Government 1o agree on a nationwide approach and in order to letter utining its view to the SAB and is awaiting - Mark Briggs uk
consuming, costy & causes | prodes GUP dta o membars .| norct bl beng pai by e 2017, Howews e ik remais P Cunningham e o e o e e e e e
reputational damage. g partinant to the Committas tn clearer, the Fund plans to implement a
oolicv.
fficers are working with the Brunel client group to ensure hal
e e on of assars 1o the| Brunel properly follow procedures to ensure that no financial
global high alpl Wilshire will be transferring il Baille |If assets do not ransfer successfully | A new risk identifed. The Committee INVESTMENT BUSINESS PLAN loss is incurred and that the transition occurs successfully.
PENO46 | equities portfolio does not go | " - ¢ Jennifer Devine None New Jennifer Devine|  Dec-19
e iam ocs g | Gfod portolo to Bunel nlte 2019. | tis ouid esulin francial o &RISK (App 1-10)
investment losses.
Thore e ety round WBrunel e not adequately resourced, ffcers are working with the Brunel client group o ensure that
Itis inter property assets will | this could rosultn the portflio not  |A new i BUSINESS PLAN Brunel are able (o give adequate assurance that the
BT | e s roperty porfll| ansier 1 Brunel in e 3015, managed, impact &RISK (App 1-10) Jennifer Devine approprataly rosourced before angaging with s paricular None New Jennifer Devine|  Dec-19
offerina being higher than expected nsitor
PEmenaen S [Peyn e payment memher Individual project plan have been prepared for each
including MSS, I-connect, e-payslips, | benefit, poorer data quality, sub- implemeniaton ofsoftars, inchding thf GOPR mplcatons,
Failure to introduce new | .y oningtruction automation, a | standard communication Anew risk identified. The Committee DBUSINESS PLAN Andy with individual project issue logs and risk registers. i
PEN028 ¢ (App 1-1,23,4,514) None. New Mark Briggs | On-going
B & 4 members & P ot Cunningham Project team has also been established wihin the pension's
ctively workflow allocation. Al to be employers & slower delivery times (App2-123) et no i e hanrcwars koo on poieion o
omlatact by 3072 teadinguna  new implementation
RIS 1O A e Ny To impro, . ‘A craft Pension Administration Sirategy is being prepared for
peNoss | "-‘eey Semeticive The Pension e perfﬂrmance of the Fund andofis  [* o BU‘SAI::?S- b SL‘A“ Cun:":“;{‘sm presentation to the Committee in September. It willfelate to None. New enise 2610019
- f this does the Fund's business plan
Offcers attended CIPFA training on the new guidance fo
a0 implomantnew | "M APA 2019 CIPFA eleased finlsed | The ae communication of the ansure is implementation. The new Report & Accounts
! guidance on the standards by which | guidance could cause non compliance |A new X BUSINESS PLAN tomplates where adopted by Fund offcers. Training on the
PENO31 Roz Veron 310719
CIPFA guidance on the 2018/19 Annual Report & of the Fund's 2018/19 Annual Report & requested to review s impact (App 1-11) Jennifer Devine changes has been provided to Members of the Committee & None. New

Accounting Standards

Accounts need to be prepared.

Accounts.

Board. Officers are working with the Fund Auditors to ensure
comoliance.

Ongoing Risks

The transition to pooling of

The Fund needs to pool its LGPS

Poor implementation could be costly in

‘The Fund is working with Brunel Pension Partnership on
pooling arrangements. Progress and updates regularly
reported to Committee. The Fund's passive portiolios have
been pooled with significant fee savings, but a budget increase|

PEN04 ts with BPP fails to| assets with other Funds using the | terms of unanficipated costs andor | A "W isk dentified. The Committee e s | BUaness PLAN is also currently being proposed. The fina position i st Slanifant amountofresource il equired by New Jennifer Devine|  On-going
e o caaio | ranes Fensons Farmar s @pp1-10) o lsocu oo 1o ogress i projoc
Compliance with Wiltshire Councif's Data Profection & IT
Policies. Annual Data Protection training given to the team. Further roviws and changes i relaton o the
On-going cleansing of data undertaken by Systems Team. The | p b
Poor procedures for data transfer o Fund has produced a new site of procedures and controls GOPR. First interal audit (Key Conirols - Api
Poor dat, lostor fines ; 2019) identifd a lack of clarily in relaton to the.
Failure to comply with Data | partner rganisations, poor securiy of | 00! ¢ SERVICE FUNCTION K ” following the introduction of GDPR. 2019 dentfed a -
PEN0OS [Protection system, poor data retention, disposal, |0 "® LEGISLATIVE 57 ey, und's Data Retention strategy, where 1o - Mark Anderson | On-going
e o | oo poor data retenton. 15po5al. | reputationi ik of Data controls audit 2018149 | Cunningham justificaton for retaining persona data can be
ata Protection ) " "y poli Protection legislation ceasedrisk. ade, notably Ext Noiabilty records. Data
procedures Cleaning must be caried out. Offcers to agree
with IG Data Cleaning approach
] I e no change i ether Data & systems Team constantly working lo Improve data The Fund is curently addressing new data
Failure to keep pension Poor or non-existent nofification to us I:z;:z: ;m;ne:ue\:a.s‘:f::m cumn:unnmm or Target BUSINESS PLAN A quality, data validation checks carried out through extemal issues identified by a review of the PR two key.
PENOIO |rocoresupioioe ane |y crloyersand mombersofven testinstes bangsues 0[O oo GoVERNANGE siess . i o5 0 P’ actrio nd vat ooy, o e e et i o | aransonon|  ongons
accurate starters, changes, leavers, etc: e oact e 2017, However the rsk remains (hop2-0) 9 aciivo chocks dono through national fraud niiative and the ensuring data s of high qualiy s an on-going
potentially being pai v Fund's Data Improvement Plan. P
Bad decisions made may e Mads 1 | hare hs been no change naither Members are given Induction Training when ey jom o The results of e knowledge assessment was
Lack o srctured tining and rolaton to any of the areas on his | corrert inherent)or Taget Commitie, as well as subsequent opportuniies to attend presented to 12 Dec 2018 Committoe and 24
s |redister, but particularyin reation to ey iteo ah
ENOIT | K o e el |imwostmonts. Thoro isalsoa e e e GOVERNANCE BUSINESS PLAN Andy of key decisions. There is a Members' Training Plan and - RichardBullen|  Onegoing
requirementfor Funds to ‘Comply or - (App 1-24) Cunningham Governance Policy. Further raining and advice can be called

Fund Committee

adsquats to cany out Taet 1 o pest
of their ability

Explain’ within their Annual Report on
the skills knowledge of members of the

Ongoing in nature & the Committee
s advised to provide guidance on its

on from our consultants, independent aduisors and investment
managers too.

Officers will consider when looking at future.
training plans.
Pansinns is a comolex shiect sa the traininn.




n no change in either

Use of expert consultants in the selection of investment
strategy and investment managers, regular monitoring of

(A risk based framework 1s now In place (o review.

employers long term financial stability. This

) abed

The
in employer conditions, wrong
non-secure poor selection of g Current {Inherent) or Target BUSINESS PLAN investment managers (1/dly), reqular reviews of investment informs the policy for stepping in contribution
PENOTD | opioyers dus s ineaiment manegos e elorer (Residual) sk atingsince September| FINANCIAL MARKETS & | %%/ (A | Jonnifer Deine strategy (annually). Monthly review of % of Fund held in each rates to assist n affordabillty issues where - JenniferDevine|  Onegoing
e astment v &non- | contrtution et 2017, However the risk remains PRODUCTS 2. mandate. Also a flight path strategy implemented to take off Fequenid by e ampoyer. Il e sl
il fnancil sk ncluding ESG issues pertinent to the Committee to risk as funding levels Improve. Fund member of LAPFF & reviewed, as partof the updating of the
monitor uses PIRC to proxy vote on shares in line with agreed policy Iesiment Statsgy Saemen Queyouer
inr £Sr icerion covenant reviews
There has been no change in either The Pension Fund Committee approved a revised cessation
When an employer o ongerhas any paymens gt policy on 20 September 2018 o address regulatory changes
active member i i
Fallure to collect payments means the cost of funding future (Residual) risk rating since September] BUSINESS PLAN Andy made in May 2018 and certain scenarios which had arisen And)
PENO15. \ndy i
from ceasing employers | 199%7° 2 : E‘DZV",;"E is required | apilos wil fall against e Wilthire —|2017. However the ik remains ACTURIAL METHOD (App 1-7,15) Cunningham which the previous policy did not adequately address. - Cunningham Ongeing
a funding deficit exists to meet future| oo oy £ ing pertinent to the Committee to Furthermore, all new admitted bodies require a guarantor to
liabilies pertinen jin the Fund wich means tra  table Scheme Employer s
The Fund's inability to Failure to embed cimate change Work s being done wihn the Brunel pooT o address s ok
implement a strategy to There is a global in e risk dentiie mittee The Commitiee needs to use the supportoffered by Brunel to
PEN041  [ensure Climate C! omergoncy, as declared by Wilsifre | strategy could cause a negative impact | e sk entfed: The Commitee | FINANCIAL MARKETS & | - seqyice FUNCTION | sennifer Devine felp defino policios in this area and implement thern via the < Devi -
is requested to review its impact PRODUCTS New Jennifer Devine| - On-going
considerations are integral to | Councilin February 2019 on investment returns over the long a s Investment Strategy Statement.
its i torm
] Robust maintenance and Update of Allar and SAP systems,
Failure to collect and account | Nor-2/alabilly of SAP systems, key | Adverse audit opinion for failue lo suficiont staff cover arrangements, suficient staf raining and
for contributions from staf, arror omission, failure of collect contrbutons by 16t of mont, QA checking of work. Offcers regularly work with employers
PENOSZ | ampioyars and amployeas an | e e e e epons et e | eauested o review s impoct AUDITING SERVICE FUNCTION | Jennifer Devine o ensure they understand their responsibilios to pay by 19th ind Roz Vermon On-going
time ey Lape 5014 B o e of the month. The Breaches framework now require the Fund
to loa material late pavments.
The Fund is a Data Commllar i o]
AVC providers under man:
:::;:::;: 'f:‘:gm:i :.ﬂ'f? & | Failure of a AVC provider can lead to A minimum of annual service review reviews have been
Failure to manage AVC ° issues of isk to the Fund, |A newris i implemented with all AVC provid d by the
PENO33 " § 2 p providers, managed by t .
Froviders sovdr contact. Consoquerty A o e SERVICE FUNCTION | Jennifer Devine e A o e e v customer] None. New Roz Veron On-going
between Fund responsibily & control | B9vernance & financial implications. service & investment performance.
in relation to the assets under
There has been no change in either Intornal and External Audlt regularly test that appropriate
Current (inherent) o Target controls are i place and working. Regulatory control reports
Loss g Fraud or fon of funds by § (Residual) risk rating since September|  ACCOUNTING & . from investment managers, custodian, etc, are also roviewed .
PENOOS | onrition o employer sgentor contactor | Financial loss t the Fund e e oo Ve OrEHG) SERVICE FUNCTION | Jennifer Devine by acdit, Due Dilgence i caried ot wheneves & new None - Roz Vemon On-going
‘the Committee to manager is appointed. Reliance is also placed in Financial
fipin) Senvices Authoriy registration.
Longevity and bond yields are generally beyond he control of
Scheme liabil There has been no change n sither the Fund as are the values of the liabiliies in general
ooy | Sehomelabites ncroase . s ecome e Fowever, he Fun has stared e 2019 Trenmial Valuaton
- ) o e o eptember process and it s concurrently reviewing ts investment srategy
PENOOga | contributions for secure | increased longewy, faling bond unacospabe, causing upward 0 ) isk ratingsince September|  \orio ETHOD BUSINESS PLAN Andy e None o Andy Ongoing
due to increases | yields, slack employer policies, etc. | pressure on Council Tax and 2017. However the isk remains (App 1-6) Cunningham N e e s Cunningham
The curent price of gils lea employers'costs pertinent to the Committee to e e e
e Eoneing Facion pertnen Discretions Policy in place to help control discretionary costs
i (e.9. early retirements, augmented service, etc).
Scheme liabities increase re has been no change in ether As above,
employer s a result of Employer contribuon rates become | Current (Inherent) or Target
contrations for nonsocure. | ncrased ongeuty. alingbond | onaccopiable causing apward (Residual) risk rating ince September BUSINESS PLAN Andy Andy .
PENOOSE | mployers dus to increases i yields, slack employer polcie, etc. | pressure on Council Tax and 2017. However the isk remains ACTURIAL METHOD (App 1-6) Cunningham As above - Cunningham On-going
The current price of gits lead toa | employers' costs. nt o the Committee to
worsening Funding Position. monitar
Use of expert consultants in the selection of Investment
inemployer |Poor wiong strategy and investment managers, regular monitoring of
conributoneforsecur | nssment ateqy.por slctenf | Pocrnegathsnvesiment tums, | ontong et tisk which BUSINESS PLAN e w1 o e e e implementation of the Stabisation Pol
PEN0O7a | employers due to investment managers, poor ading to increased o i i (App 1 -89 (App | Jennifer Devi e ot e Implementation of the Stablisation Pollcy i ’
ployersdusto ogors poor | |lading o ncroasod amplcyer remains pe s (499189 (App | Jemitr Dovine mandae. Alsoa figh path stalegy mplemenied o ake off lmits ncreases for secure employrs nd Jemifer Devine | On-going
poonne oot e i ESG fnoms. risk as funding lovels improve. Fund member of LAPFF &
g uses PIRC to proxy vote on shares in line with agreed policy
for ESG issues. Comoliance with
Wrong pansionpoymnts made o | mer e beemns cnge i eter Suftctnt sl vaing and ety s
Lack of technical expetise /staff | SAMAeS Gven, INGSMentn |yt (nheren) o Trget “Technical & Compliance post reviews process and
pENoos | Failure to comply with LGPS | resources to research regulations, IT (Residual) risk ratr ber BUSINESS PLAN Andy procedures and maintains training programme for the team. o Luke Webster! NA
and other regulations systems not keptup-to-date with | .0 18 SR M1 SO 2017, However the risk remains (App 1-20,25) Cunningham “KPIs against statutory standards Jennie Green
legisiation, etc: Suetomors, ribanals, Ombodsman | Pertinent to the Committee to “imbedding checks and controls into al processes.
e e muc ors, tc | mnitor “Audits & intemal reviews to maintain best pracice
Officers ensure that they are trained and up-to-dale In the key
Lack of raiing, continuous ing ik whi "
waiving, | An existing risk which the committee
Lack of expertise of Pansion | Professional development and Bad decisions made may be made in |17 2 88 FE LR (O areas vough attendance f elevant courses and seminars. The Director of Finance & Procurement s still Andy
PENOT [Pt e nen " |continuous self assessment of skils | refation to any of the areas on this g BUSINESS PLAN Andy o e s ol being filled on an interim basis but other senior Cunningharm/
gap to ensure knowledge lovels are | register, in relation to (App 1-20,25) Cunningham B e oTmulated annua offcer roles in the Pension Fund are now filed by 1 Corporate On-going
Director, Finance equate o canmy out raes o the best | mestments 231 May 2019 to be cassed as 2 Training Plans and Relevant officers are also reviewed against ot stat et
of thei abity ceased risk. the CIPFA Knowledge & Skills Framework to ensure adequate permanents! rectors
Schome Members are not aware of the | Ther 2o change inaither "The Fund has a Communications Manager and Employer
Lackof el fights and privileges of being in the | Current (Inherent) or Target Relationship Manager posts dedicated 10 these areas fullime,
k of clear communications policy . including keeping the website up-to-date, which is a key Denise
Failure to communicate scheme and may make bad decisions | (Residual)rsk rating since September BUSINESS PLAN Andy
PENOTS | oroperly with stakeholders |29 26K0n: Paricularly with employers | o 3 resuit. Employers are not aware | 2017. However th isk emains GOVERNANCE (App 1-23) Cunningham communications resource. The Fund also has a - Robinson/ NA
and scheme members e reauiatons. e mcaren o, o e ik emar Communications Policy. Ashleigh Salter
and so the data flow from them is poor. v
verehasbeen nochange i efther The Fund has done an Equally Risk Assessment and has an
Some customers may notbe able o | Lo 14 e e 1 Equaity mplementation Plan in place.
Failure to provide the service |Failure to recognise that different | access the senvice properly or may be -
PENO14 cordance with sound | customers have diflerent needs and | offended and raise complainis. AL | Lo e ok in Snee SePtember|  ppyinisTRATION SERVICEFUNCTION | And% - Luke Websterl| g1 gaing
equality principles sensitties. worst case, this could resultin a court | 2017 However the risk remain unningharm Jennie Green
case, eto pertinent to the Committee to
mornitor
Tvere has beer o charge in sther T Persion und Wil o o updald Trssury The Counci uses Sector’s credi worihiness
Alack The Fun Gurene eeret) T
v Exposure to courerpary s with cash . opied my Wi Concll ot it it ivsmens
respect of the Fund's cegroomed fom Wil Comel. (Residual .
PENO16. ""‘, bk ‘f“cm os held with 19| 20n7. Nommm Sk remams PERFORMANCE & RisKk | SERVICE FUNCTION | Jennifer Devine with a single counterparty to £6m. The Fund will also review in the Custodian at month end ensuring cash - Roz Vernon NA
Ty el oa i ooy markare impactof Funding love o the Fund (2077 Hevevssthe ok reran Treasury Management Agreement with the Council in 2019, balances are minimal. A minimum of annual
pertven updates by the Council need to be presented to
the ISC
dationa! goremance and There has been no change in either Regular communicalions with SGhools (o understand their
Furthor academisatlon of ot o furverschools o omve Pt Target intentions. Revised cessation policy aims to address some of ‘The Fund is monitoring the SAB review of
chools, the possibility of (Residual risk rating since September Andy the risks relating to MAT breakups. acadeies roles In the LGPS and willtake And
PEN025 to academy status, MATs to o convertthen the number of SERVICE FUNCTION Yy
MAT breakups and cross fund)\* ystatus, e e o 2017. However the isk remains GOVERNANCE Cunningham actions (e.9. fespond to consultations) as ind Cunningham NA

movements.

breakdown

employers in the Fund could jump from
180 to between 400 and 500,

pertinent to the Committee to

necessary to try to mitigate this risk further.

Ceased/Dormant Ri

The transition to pooling of
P

proves ineffective causing
higher costs, poorer returns
andlor weak controls

The Fund needs to pool its LGPS
assets with other Funds using the
Brunel Pensions Partnershi

be costly in
{erms of addional fess and poor
investment retums.

Risk has.

enable better monitoring.

INVESTMENT
&RISK

BUSINESS PLAN
(App 1-10)

‘The Fund is working with Brunel Pension Partnership on
pooling arrangements. Progress and updates regularly
reported to Committee. The Fund's passive portiolios have
been pooled with significant fee savings, but a budget increase|
is also currently being proposed. The final position is still
uncertain.

Significant amount of resource stll required by
officers to progress this project,

On-going




s increasingly more ifficul for
icers to thoroughly consider issues

[More use of web links within the Commitiee papers to reduce

™ ofbusiness An esisting ik whichtheCommitte the sze of the pscks. The adequecy of offcersresauroes o
of officers |00 e eniooe and o deliver concise agenda papers [ = 88 TV R Bl Andh PP . the on-going pooli o None at present but this varies from mesting to
PENOZ3  |and Mombors to meot the (T8 1006 TO0 CPUPECE - covering all he relovant issues, while g SERVICEFUNCTION | o "y and the additional complexies arising from requlatory scheme meeting depending on the demands and other Jim Brewster | On-going
fon of business items |0 B auements, | members are faced wilh larger report e changes is sill being monitored through work planning and work responsibiles.
a packs trying (o Cover the pertinent | ceased fisk- appraisals.
getails.
— om0 change i aither Maintenance and update of Allair and SAP systems, suficient
R““”:“ 5“3’“ "ﬁ'“ :G Pa"d ‘f:"' which I::mnt(lnhunml o: ": et the staff cover arrangements, sufficient staff training and Q/
Failuro to process pension | Non-availabity of Alar ponsions | 1#Y have Wnblocions e ont | CEEEIRASTA L Andy checking of work. Adherence to Pension Administration
PENOO1 ts system, SA . key star, fnances. ltalso has reputational risk - (Residual)risk raing since September SERVICE FUNCTION \ndy Strategy and regular monitoring of performance. None Luke Webster! NA
time or ermor, omission, etc. forthe Fund and a the |2017. Risk Cunningham Documentation of processes and reconciliations. When work Jennie Grean
employers if interest has to be paid to | from Comittee review, but to loads are high, payments to members are prioitsed above
the members. continue to be monitored by Officers
"An Updaled Business Continully Plan has now been drafted in
fine with the new Council template. The team have the ability
There has been no "“"“’ ':‘ either to work from home or remoltely f required. The pension
y T loss of Residual gl And 'system is also hosted by its supplier, which reduces the risk
PENOO4 |due toloss of main office, | Fire, bomb, flood, efc. emporary loss of abilly to p (Residual) SERVICEFUNCTION | And¥ should Wiltshire Council's IT servers fail. The Fund also None Andy Na
Computor systom or staff service unningham operates a mostly paperless office. Cunningham
from Committee review, but to
continue to be monitored by Officers
Koy people in the team are seeking (0 transfer specialist e .
None - the risk wil reduce once the existing team
The specialist nature of the work An exiting isk which the Committee knowledge to colleagues by documenting procedures and increases its level of knowledge and experience.
means that there are inevitably ffsomeane leaves or becomes il & i roquested to review its impact. Andy rotes. Inthe event of @ knawiadge gap, hawsver, we can cal through greater time in their oles. A knowledge Andy
PENOTZ | Overslance onkey offers ([CeLle, S0 s i rucsimonts ana | 4150 knowledge gap coudbe st SERVICEFUNCTION | o Ay on cu el conautns e it s o e Gevtrapen it e Fund and e Cumingham 18/07/19
the local authority pension regulations ceased risk. LGA may create a practiioners bible which
would work as a reference document for oficers
T RO T 41007 U | bepecin o s s Tokaen brasalch sy ool Sl s 1o
Significant structural change jor impact on employer X ceomment Andy consulations when they occur. To take appropriate Andy
PEN027
B Pe P o om0 | changes o how cerain employer |9l IPack on eribover nurbers o SERVICEFUNCTION | Ay Spporlunities o increase the membership and the aumbers of None o 18007119
categories paricipate in the Fund - or |04 be monitored by Officers employer of the Fund. For example, where a mult academy
o |meren Funding Stralegy Statement, Investment Strategy, Triennial
Contributions from employees / i Valuations, membership of Club Vita, modelling of future cash
employers too low, failure of T rauam e aneoss s ot | ooyt o s st [ flows Rlocaton reien, hieh & now  pogress. Bot
e investment SERVICE FUNCTION g
PEN0O3 fes as they falldue | 00 Er o but it looks lke 201 &RISK Jennifer Devine the Fund Investment Consultant and Fund Jennifer Devine NA

increases in longevity, etc

income might need to be used within
the next 12 months.

from Comittee review, but to

continue to be monitored by Officers

Actuary will be closely involved in the work.

g/ obed
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PENSION FUND KEY PERFORMANCE INDICATORS

Purpose of the Report

1. The purpose of this report is to present the Fund’s performance against its key
performance indicators (KPIs) in relation to the administration of pension benefits.

Background

2. The Fund has committed to reporting administration KPIs in order to help improve
management information, assist with performance monitoring and increase transparency
of the administration performance. This objective fits in with our overriding objectives to
ensure the effective management and governance of the Fund and to provide an
effective, customer friendly benefits administration service.

3. This commitment is also in line with the Pensions Regulator’s increased focus on
governance of public service pension schemes resulting from the extension of its remit to
cover public service pension schemes via the Public Service Pension Act 2013 and the
resulting Code of Practice 14 - Governance and administration of public service pension
scheme which sets out the wide-ranging governance requirements the Regulator expects
to see adhered to.

4. As discussed at previous meetings, officers have now expanded the range and use of
KPls as explained below and shown with the appendices. No further developments to the
suite of KPIs are planned at this point in time.

Considerations for the Board

5. As part of the goal to improve the quality of KPI reporting, and in response to new
guidance from CIPA, some changes to the appendices have been made as explained
below:

6. Appendix 1: Disclosure Reqgulations
Following a request from the Board, the Fund now includes an assessment against
Disclosure legislation requirements. Whilst officers were working on an initial template for
this information, CIPFA brought in guidance for Funds to publish a similar template and
therefore officers have adopted the CIPFA template instead.

7. Appendix 2: tPR Measures
The Pension Regulator's Common Data percentage calculation (as at 21 February 2019).
Officers have not included a measurement against the Conditional Data (Scheme
Specific) measurement as the Scheme Advisory Board as only recently determined which
data items should be included. However, conditional data measures will be included in
future reporting.

8. Appendix 3: Administration Strategy Targets - Fund
a). Table 1 measures the Fund against its targets as currently set out within its
Administration Strategy. The Administration Strategy targets are based on the Fund'’s
self-determined, desired processing time and are not based on legislation.
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Officers are currently reviewing the Administration Strategy which may result in changes
to this table, in particular the targets.

b). Chart 1 illustrates the percentages of cases completed within the Administration
Strategy targets.

c). Chart 2 illustrates the volumes of new cases across different periods.

d). Chart 3 illustrates the volumes of cases completed across different periods.

e). Chart 4 illustrates the volumes of cases outstanding across different periods.

Appendix 4: Administration Strategy Targets - Employers

Table 1 measures participating employers (collectively) against the targets set in the
Administration Strategy. Employer submissions currently focus on just three areas but will
be expanded over time in line with planned improvements in our reporting capabilities.

Conclusions

General comments

10.

11.

12.

13.

During the period, the rollout of My Wiltshire Pension, continuous IT issues, end of year
work and vacancy in the structure have all contributed to lack of progress across some of
the areas identified for improvement. Also, officers continue to work on delivering projects
to improve the overall administration infrastructure which will give longer-term benefits to
processing figures but will have limited short-term benefit.

The next stage of the My Wiltshire Pension, benefits statements and end of year work will
continue in the present quarter but the vacancy referred to has now been filled and the
new employee is now being trained. IT connectivity issues continue to be a major source
of frustration and cause of disruption but appear to be a Council-wide without an easy fix.
Officers are hoping that a new planned way to access the external service via a Virtual
Private Network will improve the position.

The Fund has also appointed to a new role from within the existing structure although this
creates another vacancy which needs to be backfilled (the vacancy is currently out for
advert).

More specific comments relating to each section are covered in the sub-sections below:

Disclosure Requlations (Appendix 1)

14.

The table in appendix 1 shows the Fund is generally performing well against these
targets, which are more generous than our administration strategy targets, but further
improvement is required against deferments and refunds. Improvement against
deferments on the Disclosure Regulations basis, requirements both quicker submission
by employers (see Appendix 4) and quicker processing by the Fund (see Appendix 3)

tPR Common and Conditional Data percentages (Appendix 2)

15. The Fund’s Common Data percentage was 94.2% at the last date it was calculated. The

main two causes of remaining failures are the processing of active to deferred status
cases/refunds, for which the Fund already has a sub-plan in place to help improve the
situation, and incorrect scheme member addresses which is an on-going issue that is
difficult to resolve as the Fund relies on deferred and pensioner members telling us when
they change address.
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Administration Strateqy KPIs — Fund (Appendix 3)

16. Table 1 shows the Fund is operating below its desired targets for most cases but Chart 1
some recent improvement in all areas except Refund of Contributions, which is due to the
clearance of backlog cases coming through on to the graphs (see Charts 3 and 4).

17. Chart 3 shows a drop off in the processing volume of Leaver to deferred status backlogs,
which is mainly a result of staff turnover but also the other issues identified above. Many
of the remaining cases are becoming more difficult to resolve due to outstanding
aggregation issues, which have become a gradually increasing issue since 2014 and are
being reviewed as part of a project. Overtime work continue to take place to help tackle
the backlogs while officers are mindful that additional measures, such as additional
temporary staffing, may also need to be considered.

18. Actives to Retirement and Deferred in to Retirement are currently undergoing a process
efficiency review with the desired outcome being to reduce down the average processing
time. Part of these review will look to see if steps can be removed or changed in the
process or if specific issues, for example delays with AVC providers, can be removed.

Administration Strategy KPIs — Emplovyers (Appendix 4)

19. In the majority of cases, employers provide Retirement information before the date the
member leaves with 84% meeting the target time. The submission time for leavers and
refunds are significantly longer with over half the leavers being submitted over two
months late, which contributes to the issues identified in the Disclosure KPIs (Appendix
1).

Environmental Impact

20. There is no environmental impact from this report.

Financial Considerations

21. There are no immediate financial considerations resulting from the reporting of the Fund’s
performance against its key performance indicators.

Risk Assessment

22. There are no direct risks to the Fund associated with this reporting.

Legal Implications

23. There are no immediate legal implications arising from this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

24. There are no implications at this time.

Proposals

25. The Committee is requested to note the Fund’s performance against the KPls.
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Andy Cunningham
Head of Pensions Administration and Relations

Report Author: Andy Cunningham — Head of Pensions Administration and Relations
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APPENDIX 1: Disclosure Requirements (CIPFA template)

Benefit Administration Key Performance Indicators

Disclosure Regulations

Period 01/04/2019 to 30/06/2019
No. cases
Process name Disc.losure % within
Requirement Legal
Timeframe

Deaths - initial letter acknowledging death 2 months 99.3% 120
Deaths - letter notifying amount of dependants pension 2 months 98.7% 119
Retirements - letter notifying estimate of retirement benefits Active n/a n/a

Deferred 2 months n/a n/a

Total 98.2% 422

Retirements - letter notifying actual retirement benefits + process and pay benefits on time Active 89.5% 108

Deferred 2 months 99.5% 185

Total 94.5% 293

Deferment - calculate and notify deferred benefits 2 months 24.0% 66
Transfers in - letter detailing transfer quote 2 months 93.7% 24
Transfers out - letter detailing transfer quote 2 months 92.4% 79
Refund - process and pay a refund 2 months 36.2% 109
Divorce quote - letter detailing cash equivalent value and other benefits 3 months 100.0% 60
Divorce settlements - letter detailling implementation of pension sharing order 3 months 50.0% 2
Joiners - naotification of date of enrolment* 2 months

*Officers are still developing a report to produce this information.
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APPENDIX 2: tPR Data Quality scores

a). tPR Common Data Percentage Breakdown (At 21 February 2019)

Percentage

Awaiting of total
Failure type\Status Active | Status 2 | Deferrred | Pensioner | Dependent Entry Frozen Refund | Totals | records
Fail 1: Status 0 2845 0 0 0 2 0 2847 3.7%
Fail 2: NI Number 3 4 21 0 70 0 140 238 0.3%
Fail 3: Addresses 171 67 732 19 6 0 585 1580 2.1%
Totals 174 2916 753 19 76 2 725 4665 6.1%
Percentage of total records | 0.23% | 3.78% 0.98% 0.02% 0.10% 0.00% 0.94%

Total score =94.2%

Note: Each record either passes or fails and hence there is no distinction in methodology between a single or multiple failures on a record. This is why the

total failure rate of 6.1% does not match the total score failure rate of 5.8%.

b). tPR Conditional Data Percentage

The Scheme Advisory Board has yet agree on a LGPS-wide methodology for this percentage. Once it does, the Fund will include these scores within this

pack.
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APPENDIX 3. Administration Strategy KPIs - Fund (Table 1)

Wiltshire Pension Fund

Benefit Administration Key Performance Indicators

Period 01/04/2019 to 30/06/2019
Timescales
Open i i
Ccr::;id capses Percentage Completed cases time to complete Admin Strategy
in at against 0 .
; period | membership | 0-5 6-10 | 11-15| 16-20 | 20-40 %oon | working
Type of case period end days days days days days Total | target days
Active to Retirement 118 94 0.4% 30 28 24 10 22 7 121 48% 10
Deferred in to retirement 174 54 0.2% 119 44 12 8 1 2 186 64% 5
Processing of Death
cases 115 90 0.1% 72 26 6 5 10 2 121 60% 5
Benefit Estimates 524 67 0.3% 85 154 82 47 55 5 428 56% 10
Leavers to Deferred
status 701 1855 8.2% 17 21 17 25 100 117 297 27% 20
Refund of contributions 48 142 0.6% 26 16 8 16 66 172 304 22% 20
Grand Total 1680 2302 349 289 149 111 254 305 1457
Percentage 24% 20% 10% 8% 17% 21%
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APPENDIX 3. Administration Strategy KPIs - Fund (Chart 1)
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APPENDIX 3. Administration Strategy KPIs - Fund (Chart 2)

KPIs Q2 18/19 to Q1 19/20
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APPENDIX 3: Administration Strategy KPIs - Fund (Chart 3)
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APPENDIX 3. Administration Strategy KPIs - Fund (Chart 4)
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APPENDIX 4. Administration Strategy KPIs - Employers (Table 2)

Employer Key Performance Indicators

Administration

Strategy
Period 01/04/2019 to 30/06/2019
Timescales
Time to advise Admin Strategy
In 0-5 6-10 11-15 16 - 20 20 - 40
Type of case Advance | days days days days days Total % on target | working days
Retirement 93 9 2 6 2 1 8 121 84% 5
Leavers 20 22 13 16 23 42 161 297 32% 20
Refund of
contributions 19 13 20 12 23 73 144 304 29% 20
Grand Total 132 44 35 34 48 116 313 722
Percentage 18% 6% 5% 5% 7% 16% 43%
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Agenda Iltem 15

WILTSHIRE COUNCIL

WILTSHIRE LOCAL PENSION BOARD
22 August 2019

PENSION FUND - LPB SAB SURVEY Il

Purpose of the Report

1. The purpose of this report is to request Members feedback on the drafted second Local
Pension Board survey commissioned by the Cost Management, Benefit Design &
Administration Committee of the Scheme Advisory Board.

Background

2. The Investment, Governance & Engagement committee has prepared & published a
second survey to assess the continuing effectiveness of LPB’s since the first survey in
2017.

Considerations for the Board

3. To review the draft responses prepared in respect of the 50 questions set out in the
survey & determine whether those responses fairly reflect the view of the Board as a
whole.

Conclusions
4. Subiject to the Board members agreement that the drafted responses fairly reflect the
view of the Board, the survey will be submitted to the Investment, Governance &

Engagement committee.

Environmental Impact

5. There is no environmental impact from this report.

Financial Considerations

6. There are no immediate financial considerations.

Risk Assessment

7. There are no risks identified at this time.

Legal Implications

8. There are no immediate legal implications arising from this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

9. There are no implications at this time.
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Proposals

10. The Board is asked to approve the draft responses prepared by Officers on behalf of the
Chairman of the Board.

ANDY CUNNINGHAM
Head of Pensions Administration and Relations

Report Author: Richard Bullen — Fund Governance & Performance Manager
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Item 7 Paper B
LOCAL PENSION BOARD SURVEY 11

1. The national LGPS Scheme Advisory Board (SAB) is preparing to publish a second
survey in summer 2019 to assess the continuing effectiveness of local pension boards
since the first survey was undertaken in summer 2017. A copy of the draft 2019 survey
is attached at Annex A.

2. The members of the LPB are invited to comment on the draft response below. The
final response will be cleared by the Chair of the LPB before submission to the SAB.

DRAFT LOCAL PENSION BOARD SURVEY 2019
Please complete and return to your response to this survey by [date].

Please ensure that one survey response is submitted in respect of each
Fund's Local Pension Board. If not completed directly by the Local Pension
Board members, the survey response should at least be approved by the
Chairperson of the Board, and preferably also agreed by all Board members.
However, individual Board members may submit their own responses where
they wish to include alternative responses to some questions.

List of definitions and terms:

e "Required" - this means something that is a prerequisite within the Board's
terms of reference

e "Scheme manager" - the Administering Authority e.g. the Council

e "Scheme manager officers"” - the officers who are responsible for the
management of the pension fund, including the section 151 officer.

e "Board" - Local Pension Board

e "Pension Committee" - the section 101 committee which has delegated
responsibility for pension fund matters, or where there is no formal committee,
any equivalent advisory committee or panel.

Q1a. Is the Board constituted under regulation 106 of the Local Government Pension
Scheme Regulations 2013? YES

Q1b. If the answer is No under what power is the Board currently constituted? N/A

Q2. Who is responsible for recruiting and appointing Board members? THE
ADMINISTERING AUTHORITY

Q3. How often is the Board required to meet? 4 TIMES PER ANNUM
Q4. How often did the Board meet in:

a) 2015/16 - 3

b) 2016/17 - 4

c)2017/18-4

d) 2018/19-3

Q5. What is the required number of employer representatives? - 3
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Q6. How many employer representatives were vacant on the 1st April 20197 - 1
Q7. What is the required number of member representatives? - 3
Q8. How many member representative’s roles were vacant on the 1st April 2019 - 0
Q9. Is the Chair of the Board selected by:

a) the scheme manager’s officers? YES

b) Board members? NO

c) Any other (please describe)? N/A
Q10. Is the Chair independent? YES

Q11a. Excluding reimbursement of direct expenses:

e i) is the Chair of the Board remunerated? YES
e ii) are other Board members remunerated? NO

Q11b. If the answer “YES”, explain below the level of remuneration, in relation to what
period, i.e., per meeting or per annum and any restrictions?

i) Chair of the Board - £9,216.00 PA SET IN 2015
ii) Other Board members N/A

Q12. Are expenses paid to Board members? YES

Q13. On a scale of 1 (very difficult) to 5 (very easy), how easy has it been to recruit and
appoint new employer representatives? - 1

Q14. On the same scale of 1 to 5, how easy has it been to recruit and appoint new
member representatives? - 2

Q15a. Does the Board have terms of reference or equivalent that sets out the roles and
responsibilities of the Board and how it operates? YES

Q15b. If the answer is “YES”, were the terms of reference approved by the scheme
manager? YES

Q16. If the answer is “NO”, explain below who approved the terms of reference. N/A
Q17. Are Board members subject to a conflicts of interest policy that is:

a) Local Pension Board Policy YES

b) Pension Fund Policy NO

c) Other 1 please explain N/A

Q18a. Have all Board members completed a declaration of their potential conflict of
interests? YES

Q18b. If the answer is “YES”, when did this last happen? TO BE CHECKED
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Q19. Are Board members provided with a copy of the Fund'’s procedures for identifying
and managing pension’s breaches of the law? YES

Q20. Are Board members provided with or have access to a copy of the Fund’s record of
breaches of the law? YES - FROM AUGUST 2019

Q21a.1n 2018/19 did the Board itself identify any breaches of the law? NO

Q21b. If the answer is “YES”, describe them below including how they were identified
N/A

Q22. Are Board members provided with or have access to a copy of the Fund’s risk
register? YES

Q23. Does the Board have a training or knowledge and skills policy? YES
Q24. On average, how many hours of training per Board member were completed in:

a) 2015/16 - 4 MINIMUM SOME MEMBERS MORE
b) 2016/17 - 3 MINIMUM SOME MEMBERS MORE
c)2017/18 - 2 MINIMUM SOME MEMBERS MORE
d) 2018/19 - 2 MINIMUM SOME MEMBERS MORE

Q25a. Have Board members been asked to complete any form of self-assessment of
their knowledge and skills? YES

Q25b. If the answer is “YES”, when did this last happen? OCTOBER 2018

Q26. Where “YES” has been given to Q17, Q20, Q22, Q24 and Q25, on a scale of 1 (very
poor) to 5 (excellent), how would you evaluate:

a) The terms of reference - 4

b) Conflict of interest policy - 4

c) The register of breaches - 4

d) The risk register, and - 4

e) The knowledge and skills policy - 4

Q27.Is specialist Local Pension Board personal liability or indemnity insurance
provided to Board members? YES

Q28. Give up to three examples of significant achievements by the Board: REVIEWING
STRATEGIC FUND DOCUMENTS, INTERNAL & EXTERNAL AUDIT REVIEWS &
COMPLIANCE MONITORING

Q29. Give up to three examples where the Board is working well: DETERMINING KEY
AREAS FOR COMPLIANCE CHECKS & DEVELOPING KPI REQUIREMENTS

Q30. Give up to three examples where the Board could improve what it does:
EMPLOYER COMMUNICATIONS & MONITORING INVESTMENT COSTS/SAVINGS
FROM ASSET POOLING

Q31a. Do you think the Board is restricted in any way in carrying out its
responsibilities? YES
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Q31b. If the answer is “YES”, give the reasons below: THE LPB IS NOT INDEPENDENT
OF THE FUND AND THE DEPTH OF WORK IT CAN DO IS LIMITED BY THE AMOUNT
OF OFFICER TIME/BUDGET MADE AVAILABLE TO IT BY THE FUND TO PERFORM
ITS STATUTORY DUTIES

Q32a. Has the Board ever reviewed the scheme manager’s compliance against TPR’s
Code of Practice 14?7 YES

Q32b. If the answer is “YES”, when? ANNUALLY AND LAST TIME WAS JULY 2019
Q33. On a scale of 1(very poor) to 5 (excellent), how would you evaluate:

a) The relationship between the scheme manager officers and the Board - 4

b) The relationship between the pension committee and the Board - 3

c) The Board’s ability to identify non-compliance with legal requirements - 3

d) The Board’s ability to make recommendations to the scheme manager officers
and/or pension committee where non-compliance has been identified - 3

e) The scheme manager officer/pension committee’s response(s) to such
recommendations, if any - 3

f) The Board’s ability to identify areas of improvement in the effective and
efficient administration and governance of the scheme manager - 2

Q34. Other than scheme manager officers supporting the Board (e.g. the Board
secretary), does the scheme manager in any other capacity regularly attend Board
meetings? YES

Q35. Who is responsible for setting the agenda for Board meetings? BOARD
CHAIRMAN & ADMINISTERING AUTHORITY

Q36. Were any scheduled Board meetings in 2018/19 non-quorate or became non-
quorate and if so, how many? NONE

Q37. Who drafts the section about the Board for including in the scheme manager’s
Pension Fund Annual Report required by regulation 57 of the 2013 Regulations and
CIPFA Preparing the Annual Report Guidance? FUND OFFICERS

Q38. During 2018/19 did the Board prepare a Local Pension Board annual report? YES
Q39a. Does the Board have a web page(s)? YES

Q39b. If the answer is “YES” is the web page part of the scheme manager’s website or
elsewhere? PART OF THE SCHEME MANAGER'S WEBSITE

Q40. Does the web page(s) include the following?

a) Board Agenda NO BUT THERE IS A LINK TO COUNCIL DEMOCRATIC
SERVICES PORTAL

b) Board reports YES

c) Board minutes NO BUT THERE IS A LINK TO COUNCIL DEMOCRATIC
SERVICES PORTAL

d) Board terms of reference YES

e) Board members' identities YES

f) How stakeholders can contact a member of the Board YES

g) The latest Board annual report YES
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h) The Board's Conflicts of Interest Policy YES
Q41a. During 2018/19 was a review of the effectiveness of the Board undertaken? YES

Q41b. If the answer is “YES”, who undertook the review: THE LPB PERFORMED AN
INTERNAL SELF ASSESSMENT AND EXTERNAL CONSULTANTS ALSO DID AN
ASSESSMENT ON BEHALF OF THE ADMINISTERING AUTHORITY

Q42a. Are Board members able to attend pension committee meetings other than as a
member of the public? YES

Q42b. If the answer is "YES", are they able to attend Part 2 of the committee meeting?
YES

Q42c. If the answer is “YES”, are Board members able to participate in pension
committee meetings? YES

Q43a. Does the Board have a budget? YES
Q43b. If the answer is “YES”:

i) What was the size of the budget for 2018/19? - £27,400 pa
ii) How much of that budget was spent in 2018/19?7 £21,700 pa
iii) Can it be used to access independent external advice? YES

Q43c. If the answer to the last point is “YES” give examples below where such advice has
been commissioned: THE ADMIN AUTHORITY USED THE BOARD’S BUDGET TO
CONDUCT EXTERNAL EFFECTIVENESS REVIEW

Q44. On average, how much time as a percentage is spent at each Board meeting on the
following topics;

a) Governance? - 30%
b) Administration and Communications? - 50%
c) Other? - 20%

Q45. During 2018/19, did the Board consider any aspect of the governance of asset
pooling? YES

Q46. Describe below ways in which the relationships between the Board, scheme
manager officers and pension committee could be improved: MORE CLEARLY
DEFINING THE ROLES BETWEEN THE ADMINISTERING AUTHORITY AND THE
FUND MANAGEMENT, WHICH IN TURN WOULD MORE CLEARLY DEFINE THE
ROLES OF THE OFFICERS, COMMITTEE AND BOARD

Q47. Use the space below to comment on any other aspect of the governance
arrangements that you consider to be relevant: FOR THE PENSION COMMITTEE TO BE

HAVE THE SAME LEGALLY REQUIRED TRAINING, KNOWLEDGE &
UNDERSTANDING REQUIREMENTS AS THE BOARD

Submission details

Name of Pension Fund - WILTSHIRE PENSION FUND
Person submitting this: Name - HOWARD PEARCE
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Role within Pension Fund - CHAIRMAN OF THE BOARD
Email address - "howard.pearce@hotmail.co.uk"
Telephone contact number - 07768-278421

If person submitting is not Local Pension Board Chairperson, please confirm this
submission has been agreed by the Board Chairperson N/A

Has this submission been agreed by the Local Pension Board as a whole? YES
If no, why not? N/A

Date - 22ND AUGUST 2019
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Agenda Item

WILTSHIRE COUNCIL

WILTSHIRE LOCAL PENSION BOARD
22 August 2019

PENSION FUND = GOOD GOVERNANCE IN THE LGPS

Purpose of the Report

1. This report presents the results of a review commissioned by the Scheme Advisory
Board (SAB) & published by Hymans Robertson in July 2019 examining the
effectiveness of the current LGPS governance models and considers the alternatives or
enhancements which can strengthen LGPS governance going forward.

Background

2. The last decade has seen the introduction of tPR oversight, Local Pension Boards &
LGPS pooling amongst other changes, all of which have served to make LGPS
governance more complicated. Consequently, whilst this report seeks to maintain the
strong link of SAB’s principle of local democratic accountability it also seeks to analyse
the effectiveness of the existing LGPS governance models in their current environment.

3. To achieve this Hymans Robertson focused on the criteria/characteristics of Standards,
Consistency, Representation, Conflict Management Clarity of Roles & Responsibility and
Costs. Four governance models were then used to determine a qualitative recognition of
the characteristics identified, which were Improved Practice, Great Ringfencing, Joint
Committee & a separate Local Authority.

4. To establish the governance characteristics Hymans Robertson undertook a process of
fact-finding, on-line surveys & other engagement processes such as conference
workshops to produce their report, seeking input from all interested stakeholders
including Board & Committee members, s151 officers, Employers, Pension Fund officers
& other parties such as the Trade Unions.

Considerations for the Board

5. To note the report, notably the Executive Summary & Section 4 entitled “Survey themes”,
which interprets the results of Hymans Roberston’s findings. Section 6 then sets out the
proposals Hyman’s Robertson have made to SAB.

6. To note that the first two models preferred by most respondents (more than 70%), were
Improved Practice & Great Ringfencing as it was recognised that whilst the focus should
be on the greater specification of required governance outcomes, the need to develop
standards, have independent reviews & ensure consistency, there were still significant
advantages to being part of a Local Authority structure.

Conclusions
7. Hymans Robertson highlighted that there should not be a one size fits all approach in
their proposals, rather that there should be a framework of best practice governance

strategies employed within which all LGPSs could operate.

8. Fund officers have reviewed the report and consider it to be a fair assessment of the
current LGPS governance arrangements. It is also noted that whilst this report has been
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submitted to SAB, there is still an opportunity for Board Members to contribute to the
review should they wish to do so.

Environmental Impact

9. There is no environmental impact from this report.

Financial Considerations

10. There are no immediate financial considerations.

Risk Assessment

11. There are no risks identified at this time.

Legal Implications

12. There are no immediate legal implications arising from this report.

Safequarding Considerations/Public Health Implications/Equalities Impact

13. There are no implications at this time.
Proposals
14. The Board is asked to note the report prepared by Hymans Robertson.

ANDY CUNNINGHAM
Head of Pensions Administration and Relations

Report Author: Richard Bullen — Fund Governance & Performance Manager
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Executive summary

Governance in the LGPS is
evolving to accommodate

new developments in the last
decade, including oversight
by The Pensions Regulator,
introduction of Local

Pension Boards, increasing
complexity in scheme benefits
and administration, local
government funding cuts and
pooling of LGPS investments
which has changed the role of
local pensions committees and
the way LGPS administering
authorities work with one
another.

The SAB commissioned this report to examine
the effectiveness of current LGPS governance
models and to consider alternatives or
enhancements to existing models which can
strengthen LGPS governance going forward.

Given the unique nature of the LGPS,
guaranteed by administering authorities and
funded to a large degree by tax-payers, a
criterion specified by SAB is that any models
considered must maintain strong links to local
democratic accountability.

Process

We engaged extensively with all stakeholder
groups and all fund types via an online survey
(140 respondents), one-to-one conversations
through interviews and seminars

(153 respondents), speaking engagements,

a workshop with the Association of Local
Authority Treasurers (ALATS), and discussion
with the CIPFA Pensions Panel and the
Society of County Treasurers (SCT).

We focussed on the following criteria

for assessing governance arrangements;
Standards, Consistency, Representation,
Conflict Management, Clarity of Roles and
Responsibilities and Cost. We were asked by
SAB to consider how existing and alternative
governance models fared against these
criteria.

We considered four governance models:

o Model 1:improved practice

o Model 2: Model 1 plus greater ring-fencing
o Model 3:joint committee; and

o Model 4: separate Local Authority body.

These models were described in qualitative
terms with the recognition that some of the
characteristics attributed to one model could
also be replicated in another model and that
the final solution may draw on the features of
more than one model.

Results and themes from
survey responses

The online survey responses indicated a

first preference for governance Model 2
(greater ring-fencing) followed by support for
Model 1(improved practice). Respondents
recognised that governance models along
these lines may need independent monitoring
to add bite and ensure consistency of
application. »
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140 respondents
to our online survey

==

i

one-to-one
conversations

153 attendees at
interviews and seminars

discussions with
CIFPA and SCT
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Model 2 was also the clear preference in additional surveys at the
PLSA conference in May* and other events (*Models 1and 2 between
them had more than 70% support).

Few respondents supported Model 3 (joint committee) citing

no benefits over existing arrangements and considerable added
complexity as the main reasons. Some respondents could see value
in Model 4 (separate LA body), including one trade union for whom

a version of this was the favoured model. However, for most this
value was outweighed by concern about weakening relationships
with councils who are key sponsors of the scheme and a belief that
establishing this model would incur disproportionate cost to any
benefits that could be delivered.

Through the written responses, interviews and other engagement,
many stakeholders pointed out that their existing models provided
many of the features and benefits of Models 1and 2. Many had found
good solutions to some of the challenges faced within the current
structure and welcomed the opportunity to share these with peers
and learn from others’ experiences. This process enabled us to identify

i. Some best practice within current governance arrangements that
is delivering good outcomes and may have potential for wider
application across the LGPS; and

ii. Additional ideas for further strengthening governance within the
current regulatory framework.

We have included these in the report.

Conclusions

o Itisclear from survey responses that governance structure is not
the only determinant of good governance. Funds with similar
governance models deliver different results and good examples
exist across a range of different set ups.

» Survey respondents were also clear that establishment of new
bodies is not required, although this should be facilitated for funds
who wish to pursue other arrangements voluntarily. Instead, the
focus should be on greater specification of required governance
outcomes from within the existing structures, and a process to hold
funds to account for this.

» Respondents favour developing a set of standards that all funds
are required to achieve, drawing on current best practice and not
imposing disproportionate burden on administering authorities or
disrupting current practices that deliver good outcomes already.

o Respondents emphasised that independent review is needed to
ensure consistency in application of standards.
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Key proposals

2]

‘Outcomes-based’ approach to LGPS
governance with minimum standards
rather than a prescribed governance
model.

Critical features of the ‘outcomes-
based’ model should include:

(a) robust conflict management
including clarity on roles and
responsibilities for decision-making;
(b) assurance on sufficiency of
administration and other resources
(quantity and competency) and
appropriate budget;

(c) explanation of policy on employer
and scheme member engagement and
representation in governance; and

(d) regular independent review of
governance - this should be based on
an enhanced governance compliance
statement which should explain how
the required outcomes are delivered.

Enhanced training requirements for
s151s and s101 committee members
(requirements for s101 should be on a
par with LPB members).

Update relevant guidance and better
sign-posting. This should include

2014 CIPFA guidance for s151s on LGPS
responsibilities and 2008 statutory
guidance on governance compliance
statements. This guidance

pre-dates both TPR involvement in
LGPS oversight, local pension boards
and LGPS investment pooling.

We also set out suggested actions for
implementing these proposals if agreed by
SAB.



1. Introduction

Context, purpose and scope

Governance in the LGPS is evolving to
accommodate new developments in the last
decade, including oversight by The Pensions
Regulator, introduction of Local Pension
Boards, increasing complexity in the scheme
benefits and administration, local government
funding cuts and pooling of LGPS investments
which has changed the role of local pensions
committees and the way LGPS administering
authorities work with one another.

The purpose of the survey, undertaken

for SAB, was to identify ways of further
strengthening LGPS governance in the face
of these new challenges, setting a bar for
standards that all funds should achieve,
drawing on current best practice and not
imposing additional unnecessary burden on
administering authorities or disrupting current

practices that deliver good outcomes already.

Given the unique nature of the LGPS,
guaranteed and funded to a large degree

by council tax-payers, a critical condition
specified by the SAB was that any proposals
must maintain strong links to local democratic
accountability.
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In developing the proposals made in this
report, we consulted with many LGPS
stakeholders. As expected, there were
many different views and suggestions made
to improve the governance arrangements in
the LGPS. We have reflected many of these
views in the body of the report, particularly
where a view or proposal was articulated
by several parties, and where possible we
have indicated why some of these views or
suggestions have not been taken forward in
the final proposals. The proposals submitted
to SAB in this report are those we believe
would deliver improved governance at
proportionate cost and reflect a consensus
across most stakeholders.

We recognise that there are a small number
of administering authorities (such as London
Pensions Fund Authority and the Environment
Agency) with unique arrangements. While

we engaged with both of these funds

to understand their perspectives and
approaches to governance we recognise that
some of the potential governance models as
set out in the survey may not be appropriate,
or even possible, for these bodies.

Good governance in the LGPS



2. Process

The aim of the work we have undertaken was
to deliver proposals to the Scheme Advisory
Board that:

Process

The process we used is described below:

o Identify and address any actual or
perceived issues within current LGPS
governance arrangements, including
conflicts for LGPS host authorities;

e Are based on a wide consultation to
increase the likelihood of stakeholder
support;

o Are proportionate and can be readily
implemented; and

« Maintain local democratic accountability.

July 2019

1.

Fact-find phase: We carried out
interviews based on an open-scripted
questionnaire with a diverse range of
experienced officers, elected members
and other stakeholders in order to identify
any issues within current LGPS governance
arrangements. The outcome and
conclusions were shared with SAB in order
to assist in developing the governance
models which were consulted on in the
online survey.

Online survey: We conducted a wider
consultation in the form of an online survey
on the governance models identified by
SAB. Input was sought from all relevant
parties including s151 officers, s151 officers
of non-administering authorities, pension
fund officers, elected members, pension
board members including scheme
member and employer representatives
as well as other interested parties and
organisations.

Other engagement activities: In addition
to the survey, we engaged stakeholders
through other activities such as interviews,
seminars and speaking events to capture
as wide a view as possible.

Report: This report sets out the outcomes
of our consultation activities including

a full analysis of the key issues and
proposals for addressing these issues,
including commentary on any required
legislative or guidance changes were these
would realise significant benefits.
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2. Process (continued)

Who we consulted

In conducting our wider consultation, we
engaged directly with all stakeholder groups
and all fund types via:

o Online surveys which were sent to all
relevant contacts on SAB’s and Hymans
Robertson’s databases. These were also
sent to any individual or organisation that
requested them out with the initial mailing
lists. In total, 140 responses were received
to our online surveys by the closing date.

o One-to-one interviews were carried
out with individuals or organisations by
request or where further clarification
of online responses were sought.
Organisations included PSAA, NAO,
CIPFA, SLT, Unite and Unison.

» Some organisations, such as CIPFA
and PIRC, provided their own written
submissions.

o Three seminars were held with open
invitations to collate feedback from larger

group.

There are 87 'funds within the LGPS in
England and Wales. We had direct feedback
from representatives at 76 of these split
across the various designations used by SAB
in their annual report (see Table 1).

We engaged with a wide variety of
stakeholders as set out in Chart 1 below.

In addition, we have presented and collected
feedback at key events over the period
including the PLSA conference, CIPFA
Pensions Panel, meetings of the Society

of County Treasurers, Society of Welsh
Treasurers and ALATS. Our findings and
proposals reflect feedback from all of these.

Table 1: Respondents from LGPS funds in England and Wales, as designated by SAB annual report

Interaction through

Universe Responses Survey Interview

Unitary Authorities 12 il 24 17
London Boroughs 31 22 20 25
County Councils 27 26 64 55
Welsh Funds 15 14
Metropolitan Boroughs 17
Other 2 3

Independent responses 22
TOTAL 87 76 140 153

Chart 1: Stakeholders we engaged

Other interested parties 2

Pensions Board members

Committee Chairs

Employers (hon-administering authority)
Pension Fund Officers

s151 Officers

30 60 90

120 15!

1 Excluding admission body funds, passenger transport funds and the environment agency closed fund.

2 Including trade union representatives.

Page 108

Good governance in the LGPS



3. Survey results

The online survey issued as part of the In carrying out the survey, respondents were asked whether each of
consultation is set out in Appendix A. the models shown would have a positive or negative impact on each of
We sought views on four potential the following criteria:

governance models SAB chose to consult on.

All were assessed by respondents against

criteria agreed with SAB. This was done o Standards
through a combination of numerical scoring

and free form commentary.

The model enables funds to meet good
standards of governance across all areas
of statutory responsibility including TPR
requirements.

A summary of the numerical scores are set
out below for each of the four structures: 9 Clarity

e Model 1(Improved practice)

The model delivers clarity of
accountability and responsibility for each
relevant role.

Introduce guidance or amendments to

the LGPS Regulations to enhance the

existing arrangements by increasing the
independence of the management of e
the fund and clarifying the standards

expected in key areas.

Conflict

» Model 2 (Greater ringfencing)

The model minimises conflicts between
the pension function and the host local
authority, including but not limited to s151
officer conflicts (in operational areas such
as budgets, resourcing, recruitment and
pay policies and in strategic areas such as
funding and investment policy).

Clearer ringfencing of pension fund
management from the host authority,
including budgets, resourcing and pay o

o Consistency
policies.

o Model 3 (Joint committee) Responsibility

The model minimises dependence on
the professionalism of individuals and
existing relationships to deliver statutory
responsibilities.

for all LGPS functions delegated to a joint
committee comprising the administering

authority and non-administering

authorities in the fund. Inter-authority 0
agreement (IAA) makes joint committee
responsible for recommending budget,

resourcing and pay policies.

Representation

The model allows for appropriate
involvement in decision-making for key
stakeholders (including administering
authority, non-administering authorities,
other employer and member
representatives).

¢« Model 4 (New Local Authority Body)
Y v G Cost

An alternative single purpose legal entity
that would retain local democratic
accountability and be subject to Local
Government Act 1972 provisions.
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2. Survey results (continued)

The following charts summarise the extent to which respondents agreed that each model delivered against the six
criteria. The further to the right the line appears, the more strongly respondents favoured the model against the criteria.

Comments on survey responses

Across all questions and criteria,
respondents gave the highest scores to
Model 2, followed closely by Model 1.

Model 4 scored reasonably well on
questions relating to criteria 1to 4.

A minority of respondents supported this
model or some variation on it. For example,
one of the trade unions favoured a variant
of Model 4 with a changed role for local
councillors because they believe that it
could reduce potential governance conflicts
they see in the role of local councillors
who must act in the best interests of
scheme members and at the same

time in the interests of local tax-payers.
However, the majority of respondents
raised concerns over the question of
appropriate involvement in decision making.
These respondents felt that democratic
accountability may be weakened in this
model or the influence of the lead local
authority, who is the guarantor of last resort
for the fund, would be diluted. The model
also scored very poorly on cost or value
for money with a majority of respondents
feeling that the model would be very
expensive and disruptive

to implement.

Model 3 received weakest support overall.
Respondents felt that the model would be
complex to set up and manage and would
deliver no perceived improvements in
governance outcomes.

The sentiment reflected within the
commentary in the responses was also
strongly in favour of Models Tand 2, with
many respondents identifying features of
Models 1and 2 that are already delivered in
their current structure.

However, responses also recognised

that in order to achieve governance
improvements through Models Tand 2,

the governance regime needs to include
independent monitoring or review of local
fund arrangements to ensure that everyone
attains a minimum standard and that

those beyond that level seek continuous
improvement.

The model enables funds to meet the required standards

—

M Strongly disagree M Disagree Agree M Strongly agree

Model 1

Model 2

Model 3

Model 4

Neutral

The model minimises conflicts between the
pension function and the host local authority

Model 1
Model 2
Model 3

Model 4

M Strongly disagree M Disagree Neutral Agree M Strongly agree

The model allows for appropriate involvement in
decision-making for key stakeholder

=

M Strongly disagree M Disagree

Model 1

Model 2

Model 3

Model 4

Neutral Agree M Strongly agree

The model delivers clarity of accountability
and responsibility for each relevant role

—

M Strongly disagree M Disagree Agree M Strongly agree

Model1

Model 2

Model 3

Model 4

Neutral
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2. Survey results (continued)

The model minimises dependence on professionalism and
relationships to deliver statutory responsibilities

Model 1 “ | | B
Model 2 - | | B
Model 3 — ‘ ‘ B

Model 4 h

M Strongly disagree M Disagree Neutral Agree M Strongly agree

The cost of implementing and running the model is
likely to be worthwhile versus benefits delivered

T

M Strongly disagree M Disagree Neutral Agree M Strongly agree

Model 1

Model 2

Model 3

Model 4

Which structural governance model do you prefer Additional survey data

from the four models discussed? . .
In addition to the online survey, we

Model 1 asked attendees at our PLSA session and
other events a set of questions on their
Model 2 preferences.
Model 3 Around 70% of respondents favoured
Models1or2.
Model 4
Very similar results (from a smaller sample
0% 10% 20% 30% 40% 50% . .
size) were recorded at our webinar.
Which structural governance model do you prefer
from the four models discussed?
Model1
Model 2
Model 3
Model 4
0% 10% 20% 30% 40% 50%
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4. Survey themes

The following section reflects some
of the views raised during various 1.
conversations. Direct quotations reflect
a specific point made by an individual

which we judged to be representative 2.

of views of a number of respondents.
Comments not in quotations are our

expression of views expressed by a 3.

significant number of respondents.

Key:

CcC County Council 4.

Met  Metropolitan
LB London Borough
TU Trade Union

B Standards

There was an almost unanimous view that there should not be a
single model of LGPS governance imposed on all funds.

The view ‘one size does not fit all’ was frequently stated by
respondents from all categories of respondent.

There was a strong view from respondents that members of
pension committees should be mandated to have the same level of
training as local pension board members.

A small minority expressed the view that this would lead to
problems getting elected members to sit on pension committees.

. The fact that pension committee members can change due

to elections or being moved around can cause problems with
consistency and maintaining knowledge and skills.

“It is a perversion that LPB members require a higher
degree of training than elected members.”

Officer, LB

“[The] biggest issue is stability at elected member level.
Too much turnover.”

Officer, LB

. Several respondents said that guidance from several sources

caused confusion as to which was current, which was relevant
and what are ‘musts’ (mandatory) and ‘shoulds’ (guidance or best
practice):

“Funds are currently pulled in too many directions by lots
of guidance — CIPFA, SAB, TPA etc.”

Officer, CC

“[Guidance from numerous sources] muddies the waters

between what is statutory guidance and what isn't.”
Independent Advisor

The idea of extending the existing concept of peer challenge
to include pensions was mentioned by some respondents.
(Committee Chair CC, s151 CC and officers Met)
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= Clarity of decision-making

1.

Some respondents felt that there was already a

clear framework around decision making within their
authority but other reported that there was very little
clarity around where key decisions were made.

. Two funds suggested that it was unclear who was

responsible for decisions around outsourcing the
administration function; was it the pension committee,
s151 officer, full council?

One fund reported it very difficult for the council’s
constitution to be updated - the updates required for
pooling have still not been made.

. Greater clarity around decision-making is a good idea:

“Some decision-making conventions are lost
in the mists of time.”

Officer, CC

=l Consistency

1.

Commentary on Models 1and 2 recognised that some
sort of monitoring, enforcement or independent review
would be needed to ensure that the required standards
and governance outcomes are delivered.

. There was strong support for the professionalism of

s151 officers and the role they play.

. Afew respondents noted that the work pressures on

s151 officers is greater than ever before and worried
about their scope to devote the necessary time to the
fund.

“My si151 is incredibly supportive and helpful but
[ accept s151s at other funds are not as engaged or
are engaged in the ‘wrong way™”.

Officer, CC

“Separation would actually push s151s away
from the fund, leading to less responsibility and
engagement with the fund, leading in turn to
less expertise and worse decisions. Better to get
s15Is more closely involved so they understand
the requirements of the LGPS and make better
decisions.”

Officer, CC

A number of respondents stated that “Statutory/
fiduciary duty clarity would be useful.”
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4. Survey themes (continued)

B Conflicts = Budgets and resourcing

acknowledgement of the potential conflict faced by
elected members and officers and that those potential
conflicts were managed well.

. However, it was not unusual for respondents to suggest
that there needed to be better distinction between the
employer and administering authority role.

“No one in the council understands the difference
between the ‘council’ function and the ‘pension’
function.”

Officer, LB

“The make-up of panel/committees is not
working - too much political interference.”

LPB Chair

On conflicts:
“Idon’t see abuses. The ability is
there for there to be abuse but it doesn’t happen.”

Officer, CC

“LGPS is full of conflict, si01 committees are
beholden to the council who are mainly focused
on council tax-payers.”

TU

. Some pointed out that concentrating on conflicts
missed some of the advantages of LGPS funds being
part of local authorities.

“[This review] should address the many
advantages and benefits of working for a large,
well-run and modern council.

s151CC

“[s151] role involves tensions, not conflicts.
Tension can’'t always be seen as a bad thing.”

Officers, Met

1. Most respondents felt that there was 1. There was a range of approaches when it came to

budget setting. In some instances, the budget available
to the pension fund was determined as part of the
wider council budget setting process with little or

no input from pension officers and no role for the
pension committee. Other funds reported that budget
setting and in-year management of the budget was the
responsibility of pension officers and that the local
authority’s s151 was ‘kept informed..

“It hadn’t occurred to me that the [pension]
committee could get involved with budget
setting. Guidance on that would be good.”

Officer, LB

“Potential problems include transparency in
the AA of its costs. Recharges of time. Costs
recovered by the AA via the PE”

LPB Chair

. There was also a split in terms of whether funds had the

ability to set their own staffing or whether they were
subject to recruitment freezes or downsizing exercises
that apply to the main council.

“[There should be] resourcing such that there
is the quality and competence to deliver their
statutory duties”

s151,CC

One s151 expressed “disbelief that blanket hiring
bans and pay policies affected the pensions
section. s151's should be flexible enough to
understand how to ‘spend’ resources. If they
need to pay differently for pensions to get the
right experience/quality.”

s151,CC

When it comes to budgeting and workplans
“..the s101 committee decides including requests
for extra resource if required.”

Chair of Committee. CC
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4. Survey themes (continued)

= Representation

1.

Most respondents felt that there was a role for

some sort of scheme member presence on pension
committees. although there was a difference of
opinion about whether this should be a voting role

or an observer role. A number of funds suggested

that the scheme member role should not be limited

to trade union representative. All agreed that the
majority representation must lie with the administering
authority.

“Less than 50% of our members are in a union.”

s151,CC

“Representation is key — members must
have a say”

TU

“Other employers reps and member reps should
have voting rights [on the committee]. That’s
right and should happen.”

Chair of Committee, CC

“We are warm towards the idea of an
independent advisor/trustee who sits on
committees.”

s151,CC

“We want to improve things for our members
in terms of governance, transparency and
representation.”

TU

2. There were strong views on both sides about the value

that local pension boards bring. Some feeling that they
increased bureaucracy without adding value while for
others they had become a useful part of the fund’s
governance arrangements.

“I welcome the involvement of the Pension Board
it adds value, second opinion.”

Chair Committee, CC

One respondent believed that joint committee and
local pension boards “give scheme members and
other employers a voice and avoids duplication.”

s151,CC

“Many administering authorities see boards as
threats rather than opportunities. There are still
boards who are dictated to. Need administering
authorities to release tight control.”

Chair of LPB

. There were a range of practices in how funds engaged

with employers:

“As s151 of a non-admin authority, I didn’t feel
engaged in the pension fund, it was something
that was dictated to me every few years.”

s151 speaking of their time in a non administering authority

“Employer liaison is tricky as your participating
employers often don't see it as a priority.”
s151,CC
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5. Examples of current best practice

It was apparent during our conversations that many funds exhibited excellent

examples of good governance but that practices across funds were not consistent.

This section captures some of the examples of best practice that we identified.

Regular governance reviews

A number of funds confirmed that they

use internal audit to provide assurance on
administration and governance matters.
Some reported an annual programme of
work with different aspects of delivery being
assessed each time.

Other funds had commissioned external
governance reviews in order to receive an
independent assessment of their current
arrangements.

Committee membership
and effectiveness

A large number of funds stated that they
required pension committee members to
attain the same level of knowledge and
expertise as local pension board members.
This was achieved through training policies
which set out clearly how the fund will deliver
training and assess its effectiveness.

One fund reported how members of the
pension committee are required to sign a
declaration stating that they will act in the
interests of the fund and not be influenced
by party political matters. One view is that
councils should waive the requirement for
political representation on committees to
allow the most appropriate members to
sit, rather than allocate places according to
political party.

Most funds have some sort of scheme
member representation on pension
committees and a small number allow
scheme member representatives to vote.

Independence

A number of funds reported that there was a clear understanding of,
and separation between, the functions of the pension fund and the
local authority which recognised the specialist nature of the LGPS.
This was typically achieved through one or more of the following
features:

o Adedicated Head of Pensions role which was at an appropriately
senior level within the authority’s structure.

o Arecognition by elected members serving on the pension
committee that, when carrying fund specific business, they were
acting on behalf of scheme members and all of the employers in
the fund, not simply their own local authority.

» Independent business planning and resourcing decisions made by
pension fund officers and signed off by the pension committee
and s151. This allows the pension fund to plan and resource
appropriately to deliver its strategic objectives.

» Pension fund not subject to same recruitment freezes or
restructuring exercises applied at a council level. Some funds
reported using market supplements to attract appropriately skilled
staff, where a strong business case could be made.

Focus on quality of service to scheme members

Some funds were prepared to ‘go the extra mile’ in terms of the

quality of service delivered to scheme members. This might involve
encouraging face-to-face interaction between pensions staff and
scheme members (particularly when considering complex or emotive
matters), producing a range of communications aimed at active,
deferred and pensioner members or holding annual member meetings
to raise awareness of current issues.

Good governance in the LGPS




6. Proposals

The proposals we set out for consideration by SAB are informed by feedback from stakeholders. Many are things which

well-run funds already do.

o Table 1shows the proposals in summary.

» Table 2 sets out the rationale for each proposal and, if SAB agrees with proposals, suggested actions to implement.

Table 1: Summary of proposals

s ‘Outcomes-based’ approach to LGPS governance with minimum standards rather than a prescribed

governance structure.

b Critical features of the ‘outcomes-based’ model to include:

o o6 o o

statement which should explain how the required outcomes are delivered.

Robust conflict management including clarity on roles and responsibilities for decision making.
Assurance on sufficiency of administration and other resources (quantity and competency) and appropriate budget.
Explanation of policy on employer and scheme member engagement and representation in governance.

Regular independent review of governance - this should be based on an enhanced governance compliance

L3 Enhanced training requirements for s151s and s101 committee members (requirements for s101 should be

on a par with LPB members).

/B Update relevant guidance and better sign-posting.

Table 2: Rationale for proposals and suggested actions

Proposal

Why

Suggested actions

‘Outcomes-based’ approach
to LGPS governance rather than a
prescribed governance structure.

We observe (and the survey
evidences) that different
administering authorities with
the same governance structure
can have different outcomes in
terms of quality and standards of
governance. All the governance
models in the SAB survey can
deliver good or bad governance
outcomes. Focussing on the
desirable traits and outcomes
expected of LGPS governance
will enhance governance in a
more reliable and cost-effective
manner than prescribed changes in
structure.

Further, we do not believe it is
appropriate to impose a ‘one size
fits all’approach.

SAB should consult on:

Desirable features and
attributes of LGPS governance
arrangements;

The outcomes governance
arrangements should be
expected to deliver; and

How each administering
authority might evidence that its
own governance model displays
the required attributes.

Once identified and agreed
through consultation, the
desirable features and expected
outcomes should be set out

in statutory MHCLG guidance
(replacing the 2008 CLG
guidance).
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6. Proposals (continued)

Table 2: Rationale for proposals and suggested actions (continued)

Proposal

Why

Suggested actions

Critical features of the
‘outcomes-based’ model
to include:

Robust conflict management.

b. Assurance on sufficiency
of administration resources
(quantity and competency) and
appropriate budget.

c. Explanation of policy on
employer and scheme member
engagement and representation
in governance.

d. Regularindependent review of
governance.

The detailed specification of the
desirable features and expected
outcomes of an ‘outcomes-based’
model are beyond the scope of this
project and should be determined
in a second stage of work and
through consultation.

However, based on responses to
the survey we propose a small
number of critical elements to
ensure this approach is effective.
These proposals are shown below
under 2(a) - (d).

SAB to consider making these
features mandatory but determining
other aspects of the detailed
specification of features and
expected outcomes in a further
phase of work (as per Proposal 1).

Robust conflict management.

Administering authorities should be

able to decide locally how they will

evidence this requirement including
for example:

o Published conflicts policy.

» Protocols for setting and
managing budgets.

o Schemes of delegation.

o Documented roles and
responsibilities of elected
members on s101 committees,
s151 officers and pension fund
officers.

Elected councillors and s151 officers
have multiple competing statutory
responsibilities, within their roles

in the LGPS and in wider council
responsibilities. High professional
standards and experience help
them to navigate. Additional
measures specific to their LGPS
duties can help reduce conflicts
and perception of conflicts.

Many administering authorities
already have a conflicts policy
or alternative arrangements to
help reduce the risk of conflicts
including, for example, schemes
of delegation or well defined
and documented roles and
responsibilities.

SAB should consider making
this a mandatory feature of any
‘outcomes-based’ governance
model.
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6. Proposals (continued)

Table 2: Rationale for proposals and suggested actions (continued)

Proposal

Why

Suggested actions

Assurance administration and
other resource (quantity and
competency) sufficient to meet
regulatory requirements and
budget appropriate.

This will require a transparent
approach to setting and managing
budgets.

Administering authorities should be

able to decide locally how they will

evidence this requirement including
for example:

e Benchmarking.
o External expert advice.
o Internal or external audit.

e Review by LPB with appropriate
expert advice.

Administering authorities may
need freedom to use market
supplements to attract and retain
staff and should not be tied to
council staffing policies such as
recruitment freezes.

The administrative burden on the
LGPS has increased significantly
due to increasing complexity
(pre- and post-Hutton benefits)
and the massive growth in
employer numbers.

At the same time, there is increased
scrutiny from TPR and risk of fines
and other regulator interventions.

It is critical that pension

administration teams are sufficiently

well resourced with competent
personnel and appropriate
administration systems.

This aim must be supported by
transparent processes for setting
appropriate budgets.

Pensions administration is a
specialist role and, at the current
time, it is difficult to attract and
retain staff.

Many administering authorities
already have pay and recruitment
policies relevant to the needs of
their pension functions rather than
being tied to the general policies of
the council.

SAB should consider making
this a mandatory feature of any
‘outcomes-based’ governance
model.

»Xo| Explain policy on employer
and member engagement and
representation in governance.

At the current time, employer and
member representation (with or
without voting rights) should be
encouraged but not compelled.
Decisions on the approach

to member representation
should remain a local matter but
administering authorities should
explain their approach.

Most administering authorities
have non-administering authority
employer and scheme member
representatives.

Non-administering authority
employers are often chosen

to represent certain employer
constituencies (e.g. academies, FE,
charities and housing associations).

In some cases, scheme member
representatives have voting rights.

»

SAB to consider making these
features mandatory but determining
other aspects of the detailed
specification of features and
expected outcomes in a further
phase of work (as per Proposal 1).

July 2019
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6. Proposals (continued)

Table 2: Rationale for proposals and suggested actions (continued)

Proposal

Why

Suggested actions

Many survey respondents support
greater encouragement to include
scheme member reps on s101
committees.

However, administering authorities
prefer some local flexibility on
this, including how representatives
are selected and whether they
have voting rights. Importantly,
administering authorities

should retain majority voting
representation because of the
statutory responsibilities they bear.

Regularindependent review

of governance to assess
effectiveness of administering
authority’s governance
arrangements in the context of the
desirable features and expected
outcomes set out in guidance on
an ‘outcomes-based’ model. This
should be based on an enhanced
governance compliance statement
which should explain how the
required outcomes are delivered.

Guidance should not prescribe
the approach but could set out
acceptable methods which may
include:

i. Internal or external audit
assessment;
ii. Scrutiny by LPBs;

iii. A peerreview process.

It is important that any ‘outcomes-
based’ approach is policed.

Self-assessment is insufficient.
Independent review is required for
a more objective assessment.

We discovered that some funds do
this on a regular basis already using
a variety of approaches including

internal and external audit and other

external experts and advisors.

SAB should consider making
this a mandatory feature of any
‘outcomes-based’ governance
model.
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6. Proposals (continued)

Table 2: Rationale for proposals and suggested actions (continued)

Proposal Why Suggested actions
¢} Enhanced training requirements  s151s: Current CIPFA training i. CIPFA to develop a CPD module
for s151s and s101 committee does not have specific pensions for s151 practitioners in the
members. Thisis to include all s151  modules. CPD for those at or LGPS.
ofﬁcers, r?O.tJUSTI those cu'rrently close Fo s151 level Would be more i. SAB/MHCLG statutory
with administering authority effective and have impact sooner

guidance to require training
for s101s to be on a par with
members of Local Pension
Boards.

responsibilities. than changes to exam syllabus,
although the latter would also
have longer term benefit. Greater
understanding of the LGPS amongst
the wider s151 community may also
reduce perception of conflicts.

s101 committees: Currently the
training requirements for Local
Pension Board members (which are
statutory) are more onerous than
those tor s101 committee members.
Survey respondents felt this
inconsistency was unacceptable
and that s101 training should be on

a par with LPB requirements.

B Update relevant guidance and The main guidance relevant to i. CIPFA to review and update
provide better sign-posting. governance includes: guidance for s151s in respect of

It would also be helpful to provide i. CIPFA guidance for s151sin LGPS governance.

greater clarity to officers and respect of LGPS responsibilities  ii. MHCLG to review and
elected members on their statutory (2014); and update statutory guidance on
and fiduciary obligations. governance. In particular, this
should put greater emphasis
on non-investment aspects

of governance such as
Both pre-date PSPA 2013, administration.

involvement of TPR in LGPS
governance and investment

ii. CLG's statutory guidance on
As well as sign-posting, there governance of governance
should be clarity on the status of compliance statements (2008).
current and future guidance (e.g.
statutory and therefore compulsory
or best practice) iii. SAB should consider

commissioning legal input to

pooling. . .
give greater clarity on statutory
Both must be updated. and fiduciary responsibilities of
s151 officers and s101 elected
members.

iv. SAB or MHCLG should provide
greater clarity on the status of
current and future guidance
(e.g. statutory and therefore
compulsory or best practice.)
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6. Proposals (continued)

Table 3: Other ideas considered but rejected or out of scope

Proposal

Reason for non-recommendation

Separate s151 for
pension fund.

A benefit would be specific focus on LGPS matters and therefore greater depth
of understanding.

However, this is unlikely to help reduce conflicts (the pension fund s151 still has

fiduciary responsibility to local tax-payers and may report to council s151) and
may not be practical for smaller funds with greater resource constraints.

Compulsory
benchmarking.

Concerns because benchmark data not like for like (e.g. same cost per member
but different service); and (ii) risk this drives lowest common denominator
results instead of innovation in service delivery

We recognise that benchmarking has a place and would welcome the

development of more sophisticated forms of benchmarking that focus on the
quality of the service delivered.

Requires change in primary legislation.

Pension fund accounts already separated, audited and shown in Pension Fund
Annual Report (annual report is a statutory requirement).

It is unclear what additional benefit there is in legal separation of PF accounts
form administering authority/council.

Mandating extension
of audit to include an
opinion on suitability
of LGPS governance

arrangements.

Some funds commission an external (or internal) audit view voluntarily.

NAO has confirmed that this could only be mandated through legal separation
of pension fund accounts (see above).

Concerns on some external auditors’ lack of LGPS knowledge and lack of
continuity due to changing personnel.

Preference to allow flexibility in approach to independent assessment of
governance arrangements and their efficacy.

Removing s151 from

decisions around

admin budgeting due to

conflicts.

s151 has statutory responsibility.

Merger of funds to
facilitate different

governance models.

k¥ Legal separation of
pension fund accounts.

4

5

Weakened link to local democratic accountability.

Outside of the scope of the project.

>
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6. Proposals (continued)

Table 4: Suggested follow up work beyond the scope of this report

Suggested follow up work Why

SAB to consult on o Important to get buy-in and support for the practical details of an ‘outcomes-
detailed specification of based’ governance model.

desirable features and

expected outcomes from

an ‘outcomes-based’

model.

CIPFA and MHCLG to « Existing guidance is out of date.
update existing guidance.

Commission legal workto « Statutory responsibilities take precedence.
provide greaterclarityon . Cyrrently unclear.

statutory versus fiduciary

obligations (s151 and s101

committee members).

SAB to consider a o Survey respondents expressed interest in some work to set out what good
‘Good Administration’ administration looks like, examples of current best practice, good approaches
review. to meeting the needs of scheme members and employers, and greater clarity

on what standards will be required to satisfy TPR.

o This will help administering authorities to be clear what standards they must
achieve in order to provide ‘assurance’ that administration resources are
sufficient in quantity and competency, identify any gaps and determine what
practical steps they might take to address those gaps.

SAB to considerareview « Verymixed reports on the role and success in working with Pension Boards in
of the role of Pension the LGPS.
Boards in LGPS.

B 44 B D
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6. Proposals (continued)

Table 5: ‘Outcomes-based” model - concept illustration

Outcome: examples

How to demonstrate that your governance model complies: examples

Robust conflict management.

« Conflicts policy.

» Scheme of delegation or decision matrix setting out who makes what
decisions.

o Transparent process for approving budgets.

o Documented roles and responsibilities of elected members on s101
committees, s151 officers and pension fund officers.

Assurance administration and
other resource (quantity and
competency) sufficient to meet
regulatory requirements and
budget appropriate.

o Benchmarking.

o External expert advice.

o Internal or external audit.

o Review by LPB with appropriate expert advice.
o Process for setting administration budget.

« Policies in respect of recruitment and market supplements to attract
and retain staff.

Explain policy on employer
and member engagement and
representation in governance.

o Setout approach to employer and member engagement e.g.
communication plan, AGM, employer liaison and support.

o Setout approach to participation of non-administering authority
employers in governance of fund e.g. representatives of academies,
admitted bodies, FE, charity sector, etc.

o Setout approach participation of scheme members in governance
(e.g. observers, voting members, how selected, etc.) and rationale for
approach.

B - D -

Regular independent
assessment
of governance arrangements.

State method e.g.

o Internal or external audit assessment; or
o Scrutiny by Local Pension Board; or

o External expert/ consultant; or

o Peerreview process.

Describe scope and approach e.g.
« Reviewing policies, meeting minutes.

» Reviewing committee efficacy in decision-making, etc.

21
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Appendix A: Scheme Advisory Board Good Governance Survey

The following pages replicate the online Good Governance survey on governance
models for the LGPS. The survey closed on 31 May 2019.

Introduction

The Scheme Advisory Board has commissioned Hymans Robertson to review LGPS governance
structures and practices. This survey is part of a key part of the project and we are keen to
collect views from as wide a range of stakeholders as possible. Further details on the scope and
background to the project can be found on the SAB website.

To help inform this survey and the options for governance change presented for feedback,
views were sought from a representative range of LGPS stakeholders (including pension fund
officers, section 151 officers, trade unions and other advisors) in order to understand the issues
and challenges that the current LGPS governance arrangements present.

Examples of issues cited by respondents included:
o Clarity: There is sometimes lack of clarity over roles and responsibilities.

o Conflicts: A number of stakeholders raised the issue of perceived conflicts of interest
between the fund and the council, in particular for the section 151 of the administering
authority given his or her responsibilities for the financial management of other council
functions. It was suggested these could manifest themselves in terms of the strategic
decisions taken by the fund in respect of funding (contribution rate decisions) and
investment or in respect of allocating resource to the pension fund.

» Consistency: It is widely recognised that there are many examples of good practice within
the LGPS and that section 151s and pension funds manage these conflicts well. However,
it was noted that this good practice largely relies on the professionalism and good will of
individuals and the ethos of the authority. There is very little regulation or guidance that
would safeguard the situation if such high standards were absent.

o Representation: The issue of appropriate representation was raised, in particular for non-
administering authorities. Some respondents suggested that there could be improvements
in the way administering authorities engage with the other employers in the fund on
administration resourcing as well as funding, contributions and investment matters.

o Standards: It was also noted that LGPS funds evidence varying levels of compliance with
the standards for administration, funding and investment set out in statutory legislation,
relevant guidance and the TPR Code of Practice 14.

o Miscellaneous: Other issues raised included lack of continuity in committee members;
shortage of in-house skills, expertise and subject matter knowledge in investment and
funding; and restrictions on recruitment and pay policy for the pensions function.

Please use the box below to provide details of any additional issues which you believe the
Board should address as part of this exercise.
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Appendix A: Scheme Advisory Board Good Governance Survey

The criteria

Based on the issues raised by stakeholders, the Board has agreed 6 criteria which will be used
to assess any proposed changes to LGPS governance arrangements.

The model enables funds to meet good standards of governance across

Standards
all areas of statutory responsibility including TPR requirements.
The model minimises conflicts between the pension function and the
. host local authority, including but not limited to s151 officer conflicts (in
Conflict

operational areas such budgets, resourcing, recruitment and pay policies
and in strategic areas such as funding and investment policy).

The model allows for appropriate involvement in decision making for
Representation  key stakeholders (including administering authority, non-administering
authorities, other employer and member representatives).

The model delivers clarity of accountability and responsibility for each

Clarity
relevant role.
. The model minimises dependence on the professionalism of individuals
Consistency - . . . .
and existing relationships to deliver statutory responsibilities.
Cost The cost of implementing and running the model is likely to be worthwhile

versus benefits delivered.

Please use the box below to provide details of any additional criteria which you believe the
Board should consider as part of this exercise.
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Appendix A: Scheme Advisory Board Good Governance Survey

Governance models in this survey

The Scheme Advisory Board would like to hear your views on four governance models set out
below.

Option 1-Improved practice: Introduce guidance or amendments to LGPS Regulations 2013
to enhance the existing arrangements by increasing the independence of the management of
the fund and clarifying the standards expected in key areas.

Option 2 - Greater ring fencing of the LGPS within existing structures: Clearer ring-fencing
of pension fund management from the host authority, including budgets, resourcing and pay
policies.

Option 3 - Joint Committee (JC): Responsibility for all LGPS functions delegated to a JC
comprising the administering authority and non-administering authorities in the fund. Inter-
authority agreement (IAA) makes JC responsible for recommending budget, resourcing and pay
policies.

Option 4 - New local authority body - an alternative single purpose legal entity that would
retain local democratic accountability and be subject to Local Government Act provisions.

It is recognised that a one size fits all approach may not be appropriate.

Final recommendations by SAB could be variations on the models described here, taking
account of your feedback. Any regulation changes needed will be fully assessed before SAB
makes final recommendations. We have not provided detailed costing of each of the models
presented in the survey. The cost of implementation would in any case vary across different
funds, but, generally, the effort and cost to implement increases as we move from Option 1

to Option 4. Detailed costing of any recommendations emerging from this exercise would be
undertaken prior to implementation.

In the next section we set out a brief description of each of the options along with the
opportunity for you to provide your views on how well each option compares against the
agreed criteria.

For brevity the option descriptions have been included on the next two pages, followed
by the response form (which was identical for all four options).

>
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Appendix A: Scheme Advisory Board Good Governance Survey

Option 1 - Improved practice

Features

SAB guidance on minimum expected
levels of staffing and resourcing;

SAB guidance on representation on
pension committees and expected
levels of training for those on pension
committees and officers with an LGPS
role. Additional guidance could also
be considered on the best practice for
pension boards.

Legal clarification on the fiduciary and
statutory duties of key individuals within
LGPS funds.

LGPS regulations set out enhanced
process for consulting on FSS and ISS to
ensure greater voice for the full range of
employers in the fund.

July 2019

Option 2 - Greater ring fencing of the LGPS
within existing structures

Features

The pension fund budget is set at the start of the financial year with
reference to its own business plan and service needs.

Any charges to the fund in respect of support services provided by
the host authority, for example legal support, HR and procurement
is included in the budget up front.

Pension fund related expenditure then comes directly from the
fund. This removes the common practice whereby pension fund
expenditure is paid though the host authority’s revenue account to
be recharged at a later date.

The section 151 of the administering authority would retain
responsibility for the pensions function but recommendations

on budget (including administration resources required to meet
TPR standards) would be made by a pension fund officer to the
pensions committee which would be responsible for agreeing the
budget. (Alternatively, the pension fund could have a separate s151
officer to reduce conflicts currently faced by s151s*)

The pension committee would be responsible for agreeing the
budget as well as approving any changes to that budget during the
financial year.

The cost of staffing would be met through the fund including any
additional costs such as market supplements or redundancy strain.

Changes to the Audit and Accounting Regulations 2015 could be
considered to make the fund accounts legally separate and subject
to a separate audit.

In addition to the budget related aspects outlined above further
steps could be taken which would give funds greater autonomy over
employment policies. The model is analogous to the fund being
treated as an internal business unit of the council.

Staff will continue to be employed by the host council but polices
over certain HR matters such as recruitment and the payment of
market supplements will be delegated to the pension committee.

Decisions over other matters pertinent to the fund, for example
investment in new administration technology, would also lie with
the pension committee.

Decisions around the structure of the pension function would be
for the fund’s management team to make with the approval of the
pension committee.*

* Further consideration is required as to whether these practices could simply be
encouraged by regulatory bodies or whether it is possible and/or desirable to find a
mechanism by which these could be mandated.
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Appendix A: Scheme Advisory Board Good Governance Survey

Option 3 - Use of new structures:
Joint Committees (JC)

Features

27

The scheme manager function and all LGPS decision making, which
currently sits with the administering authority, would be delegated
to a section 102 JC. The committee would comprise all the local
authorities who currently participate in the fund as employers.

Consideration could be given to the representation of other
employers and scheme members on the JC.

Assets and liabilities still sit with the existing administering authority.

Employment of staff and contractual issues dealt with through a
lead authority or a wholly owned company. This could be codified
within an Inter Authority Agreement (IAA).

The IAA would stipulate that the budget will be agreed by the JC.
s151s of the constituent local authority employers retain a fiduciary
duty to the local taxpayer but the IAA would distance them legally
from budget setting responsibilities in respect of the pensions
function.
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Option 4 - New local
authority body

Features

An alternative single purpose legal entity that
would retain local democratic accountability
and be subject to Local Government Act
provisions.

This might be through a combined authority
route or through a public body established by
statute.

The new body must retain a strong link to
democratic accountability.

Employment of staff and contractual
issues dealt with by the new body.

Assets and liabilities transferred to the
new body.

Separate accounts based on CIPFA
guidance.

Funded by an element of the contribution
rate and by a levy on constituent
authorities.

Officers in the new body are responsible
only for the delivery of the LGPS function.

>
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Appendix A: Scheme Advisory Board Good Governance Survey

Please use the voting buttons to indicate to what extent moving from existing arrangements to Option (1, 2, 3 or 4)
would achieve each of the criteria.

The model enables funds to meet good standards Srons sronel
t t
Standards of governance across all areas of statutory disr;)gnrig o 9 e o o agrrzr;gy
responsibility including TPR requirements.

The model minimises conflicts between the
pension function and the host local authority,

including but not limited to s151 officer conflicts Strongly Strongly
Conflict . . . i

(in operational areas such budgets, resourcing, disagree o o e 0 e agree

recruitment and pay policies and in strategic areas

such as funding and investment policy).

The model allows for appropriate involvement in

decision making for key stakeholders (including ; | . |

. s . o t t

Representation administering authority, non-administering disr:gnrge;/ o e e G e agrrzrégy

authorities, other employer and member

representatives).

The model delivers clarity of accountability and Strongly Strongly
Clarit . i

¥ responsibility for each relevant role. disagree o 9 e 0 e agree

The model minimises dependence on S | . |
. - . . . . tron tron
Consistency professionalism and relationships to deliver disagrig o 9 e G e agreegy
statutory responsibilities.

The cost of implementing and running the model is Strongly 0 e e 0 o Strongly

Cost . . . . i
likely to be worthwhile versus benefits delivered. disagree agree

Please provide any comments you may have regarding Option 1/2/3/4 in the box below.

Finally, respondents were asked:

Are there any alternative governance structures not covered between Option 1- Option 4 which you believe
the Board should consider?
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Appendix B: Abbreviations

Abbreviations

ALATS
CIPFA
CLG
CPD
FE

JC

LA
LGPS
LPB
MHCLG
NAO
PF
PIRC
PLSA
PSPA 2013
PSAA
s101
s151
SAB
SCT
SLT
SWT
TPR

July 2019

The Association of Local Authorities’ Treasurers Societies

The Chartered Institute of Public Finance and Accountancy
Communities and Local Government (former name of MHCLG)
Continuous Professional Development

Further Education

Joint Committee formed under s102 of the Local Government Act 1972
Local Authority

Local Government Pension Scheme

Local Pension Board

Ministry of Housing, Communities and Local Government

National Audit Office

Pension Fund

Pensions and Investment Research Consultants Ltd

Pension and Lifetime Savings Association

Public Service Pensions Act 2013

Public Sector Audit Appointments

A committee established under s101 of the Local Government Act 1972
An officer with responsibilities under s151 of the Local Government Act 1972
Scheme Advisory Board for the Local Government Pension Scheme in England and Wales
Society of County Treasurers

Society of London Treasurers

Society of Welsh Treasurers

The Pensions Regulator
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