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Pension Board Training
Report by the Independent Governance and Administration Adviser
Enquiries to Martin Quinn on 01245 431412
1. Purpose of the Report

1.1 To provide an overview of the proposed training for the Board during 2009/10.
1.2 To ask the Board to agree to the training plan.

2. Recommendation.

2.1 That the Board agree the training plan
2.2 That the Board agree the need for annual reassessment of training needs
2.3 That the Board note that they may in addition to the above training plan highlight any specific training needs as and when they occur.
3. Background
3.1 The Essex Pension Fund Board at Essex County Council was only recently established and includes a range of elected members representing the administering authority and employers as well as scheme member representatives.  Some of the members are already members of the Investment Steering Committee (ISC) and therefore probably have a reasonable knowledge of investment matters.  Others do not have this knowledge.  
3.2 It is assumed that knowledge of Local Government Pension Scheme (LGPS) and other pension matters beyond the investment knowledge of ISC members may be limited and, accordingly, a training plan is required to ensure all Board members have sufficient knowledge to carry out their responsibilities.

4. Approach

4.1 This training plan has been produced with the objectives of the Board members acquiring a level of understanding of:

· their responsibilities as an administering authority of an LGPS fund;

· the fundamental requirements relating to fund investments;

· the operation and administration of the fund;

· controlling and monitoring the funding level; and
· taking effective decisions on the management of the Essex Pension Fund.
4.2 A training plan has been developed covering a number of sessions which are recommended to be delivered over a range of sessions including:

· An away day on general LGPS and pension matters (which will include a discussion around pension fund objectives);

· A separate half day on investment matters (mainly for non-ISC members);

· Two separate sessions to complement Essex Pension Fund Board specific agenda items.

5. Away Day

5.1 It is proposed that a training day be held during the latter half of January (or February if a suitable date in January cannot be identified).  The morning of the training day would include the following training sessions:
	Session Details
	Presented By

	Session 1: This session provides a brief background to the LGPS and examines the structure of the LGPS within the UK and the various types of participating employees and employers.
History, structure and participation in the LGPS

· history of the LGPS;

· administering authorities;

· employing authorities including admission bodies;

· scheme members;

· legislative structure, including more general enactments.
	Jody Evans, Essex Pension Fund

	Session 2: This session outlines income and expenditure of the pension fund as well the benefit structure of the LGPS.

Income, expenditure and benefits

· employee and employer contributions;

· scheme benefits – the range of benefits paid from the LGPS including a high level look at how they are calculated;

· other types of income and expenditure

· what discretionary provisions are available.
	Jody Evans, Essex Pension Fund

	Session 3: This session considers non-investment related governance and in particular how good governance might be achieved.

Governance

· what good governance looks like;

· “Trustee” responsibilities;

· CLG, CIPFA and The Pension Regulator’s guidance on governance matters;

· having clear objectives;

· understanding risk;

· measuring success;

· conflicts of interest.
	Karen McWilliam, Hymans Robertson plus specialist pensions lawyer for conflicts


5.2 Following on from session 3 (on good governance), during the afternoon of the away day, the opportunity will be taken to discuss and agree what the objectives of the Essex Pension Fund could be, particularly beyond any funding or investment objectives.  
6. Half Day Investment Training
6.1 This training session is specifically aimed at members of the Board who are not members of the ISC, and those members of the ISC who would wish to refresh their high level knowledge of investment matters.  The sessions would be as follows:

	Session Details
	Presented By

	Session 4: This session looks at the different legislation governing the investment related operations of the Pension Scheme and sets out the framework within which Officers and Elected Members must operate (as “quasi-Trustees”).

Legislation underpinning operation of Scheme

· LGPS Investment Regulations;

· Myners' Principles;

· CIPFA Investment Related Guidelines.
	Martin Quinn or Kevin McDonald, Essex Pension Fund

	Session 5: This session addresses the key characteristics of each asset class – what is the investor entitled to? On what is the return dependent? What is good/bad for each asset class?  It also considers the use of custodians to safeguard assets.

Characteristics of different asset classes

· quoted equities (UK and rest of world);

· bonds (Gilts, corporates, conventionals, Index-Linked);

· property;

· private equity;

· currency;

· infrastructure;

· the role of a custodian.
	John Dickson or Matt Woodman, Hymans Robertson

	Session 6: Having considered the investment characteristics of the asset classes, we now consider the likely returns in terms of the likely return and associated risk (both in an absolute sense and relative to the liabilities).

Asset classes and their suitability for pension funds

· “matching” characteristics;

· risk/reward characteristics;

· separately and in combination.
· 
	John Dickson or Matt Woodman, Hymans Robertson

	Session 7: This session considers how these different assets might best be combined together to form an appropriate long term strategy for the fund. There are similarities in approach with the actuarial valuation, but the objectives can be quite different.

Setting benchmarks

· why the peer group is no longer appropriate;

· relationship with the actuarial valuation process;

· comparing the benchmark with what the actuarial valuation is seeking to achieve?
	John Dickson or Matt Woodman, Hymans Robertson

	Session 8: This session looks at the Essex Pension Fund investment beliefs and how they translate to the current structure (which will include a discussion of liability matching and the concept of risk).  

· Essex Pension Fund Investment beliefs

· how these are translated in the current structure

· liability matching;

· concept of risk.
	John Dickson or Matt Woodman, Hymans Robertson


7. Training on Specific Topics
7.1 There are two remaining areas where we would recommend the Board receive training in the short-term:

· The triennial valuation and other actuarial areas; and

· Outsourcing including admission arrangements and bulk transfers.

7.2 In the forthcoming months it is expected that reports will be brought to the Board relating to these matters as outlined in the following paragraphs.
7.3 At the meeting on 16 December 2009, the Fund Actuary (Chris Hull from Mercer) will be reporting on the interim review as at 31 March 2009 and look forward to the triennial valuation as at 31 March 2010.  It is proposed that a separate training session by the Actuary should be arranged at a mutually convenient time to acquaint members with the various elements of the triennial actuarial valuation process and other actuarial areas.
7.4 At the meeting on 31 March 2010, it is hoped that a draft policy on admission arrangements and bulk transfers will be brought to the Board for approval.  To ensure the Board understand the implications of their policy decisions, it is proposed that the meeting will be extended to include a training session looking at the various stages involved with transferring or outsourcing groups of staff, including:
· overriding guidance and legislation;
· broadly comparable schemes and bulk transfer values; 

· admission agreements - LGPS contribution rates, bonds/indemnities and cessation;

· the implications of risk sharing.

8. Attendance at Training Sessions
8.1 Clearly it is critical that all Board members have sufficient knowledge to make decisions at the Board and, therefore, attendance at the training sessions is strongly encouraged for all members.  
9. Further Training

9.1 To ensure continuing development of Board members, it is recommended that:
· members and officers highlight any areas where they consider further training is required, as and when they are identified;
· individual members highlight any conference or external training courses they may wish to attend so the event may be considered for suitability by the Board;
· an annual training needs assessment is undertaken by the Board, facilitated by the Independent Governance and Administration Adviser, to identify the level of knowledge of members and further training requirements.

10. CIPFA Knowledge and Skills Framework

10.1 In early 2010 CIPFA is expected to publish Technical Knowledge and Skills Framework (“KSF”) for officers and Pension Committee members of LGPS pension funds.  The members’ version of this framework will detail all of the areas that Board members will expect to be conversant in.  It is possible that the framework will be referred to in legislation, requiring the Fund to report on whether the KSF has been adopted including some level of the measurement of knowledge achieved.

10.2 The CIPFA KSF has yet to be finalised but it is hoped that the training plan detailed within this paper will cover the majority of the areas mentioned in that KSF.  A separate paper will be brought to the Board once the KSF is launched, detailing any further training that may be required and proposing how the KSF will be implemented within the Essex Pension Fund. 
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