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Essex County Council

Essex Pension Fund Strategy Board

Wednesday, 16 Online Meeting,

10:00 December 2020

The meeting will be open to the public via telephone or online. Details about this are
on the next page. Please do not attend County Hall as no one connected with this
meeting will be present.

For information about the meeting please ask for:
Amanda Crawford, Compliance Manager
Telephone: 03330 321763
Email: Amanda.crawford@essex.gov.uk

Essex County Council and Committees Information

All Council and Committee Meetings are held in public unless the business is exempt
in accordance with the requirements of the Local Government Act 1972.

In accordance with the Local Authorities and Police and Crime Panels (Coronavirus)
(Flexibility of Local Authority and Police and Crime Panel Meetings) (England and
Wales) Regulations 2020, this meeting will be held via online video conferencing.

Members of the public will be able to view and listen to any items on the agenda
unless the Committee has resolved to exclude the press and public from the meeting
as a result of the likely disclosure of exempt information as defined by Schedule 12A
to the Local Government Act 1972.

How to take part in/watch the meeting:

Participants: (Officers and Members) will have received a personal email with their
login details for the meeting. Contact the Compliance Team if you have not received
your login.

Members of the public:

Online:

You will need the Zoom app which is available from your app store or from
www.zoom.us. The details you need to join the meeting will be published as a
Meeting Document, on the Meeting Details page of the Council’'s website (scroll to
the bottom of the page) at least two days prior to the meeting date. The document
will be called “Public Access Details”.

Page 1 of 196


mailto:Amanda.crawford@essex.gov.uk
http://www.zoom.us/

By phone

Details to join by telephone from the United Kingdom will also be published as a
Meeting Document, on the Meeting Details page of the Council’s website (scroll to
the bottom of the page) at least two days prior to the meeting date. The document
will be called “Public Access Details”.

You will be asked for a Webinar ID and Password, these will also be published as a
Meeting Document, on the Meeting Details page of the Council’s website (scroll to
the bottom of the page) at least two days prior to the meeting date. The document
will be called “Public Access Details”.

Accessing Documents

If you have a need for documents in, large print, Braille, on disk or in alternative
languages and easy read please contact the Compliance Team before the meeting
takes place. For further information about how you can access this meeting, contact
the Compliance Team.

The agenda is also available on the Essex County Council website,
www.essex.gov.uk From the Home Page, click on ‘Running the council’, then on
‘How decisions are made’, then ‘council meetings calendar’. Finally, select the
relevant committee from the calendar of meetings.

Please note that an audio recording may be made of the meeting — at the start of the
meeting the Chairman will confirm if all or part of the meeting is being recorded.

Pages
1 Membership, Apologies and Declarations of Interest 5-6
To receive a report from the Compliance Manager
2 Minutes of PSB Meeting 23 September 2020 7-18
To approve as a correct record the minutes of the Board
meeting held on 23 September 2020
3 Government Consultations 19 -40
To receive a report from the Technical Hub Manager
4 Update on Pension Fund Activity 41 -78

To receive a report and presentation from the Compliance
Manager
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5 External Audit - Audit Completion Report 79 -130

To receive a report from the Interim Director for Essex
Pension Fund

6 Essex Pension Fund Policies 131 -166
To consider a report from the Interim Director for Essex
Pension Fund in consultation with the Independent
Governance and Administration Adviser (IGAA)

7 Quarterly Reports

7a Investment Steering Committee Quarterly Report 167 -172
To receive a report from the Investment Manager

7b Essex Pension Fund Advisory Board Quarterly Report 173 -176
To receive a report from the Compliance Manager

8 2020 Actuarial Interim Review 177 - 192
To receive a report and presentation from the Actuary

9 Schedule of Future Meetings and Events 193 - 196
To receive a report from the Compliance Manager

10 Urgent Business
To consider any matter which in the opinion of the
Chairman should be considered in public by reason of

special circumstances (to be specified) as a matter of
urgency.

Exempt Items
((During consideration of these items the meeting is not likely to be open to the press
and public)

The following items of business have not been published on the grounds that they
involve the likely disclosure of exempt information falling within Part | of Schedule
12A of the Local Government Act 1972. Members are asked to consider whether or
not the press and public should be excluded during the consideration of these
items. If so it will be necessary for the meeting to pass a formal resolution:

That the press and public are excluded from the meeting during the
consideration of the remaining items of business on the grounds that they
involve the likely disclosure of exempt information falling within Schedule 12A to
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the Local Government Act 1972, the specific paragraph(s) of Schedule 12A
engaged being set out in the report or appendix relating to that item of business.

11 Essex Pension Fund Advisory Board - Independent
Chairman Arrangements

* Information relating to the financial or business affairs
of any particular person (including the authority holding
that information);

12 Employer Manager Update

12a Employer Update

* Information relating to the financial or business affairs
of any particular person (including the authority holding
that information);

12b Employer lll Health and Death in Service Policy

* Information relating to the financial or business affairs
of any particular person (including the authority holding
that information);

13 Pooling Update

To receive a presentation by the Interim Director for Essex
Pension Fund

14 Urgent Exempt Business
To consider in private any other matter which in the opinion

of the Chairman should be considered by reason of special
circumstances (to be specified) as a matter of urgency.
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Essex Pension Fund PSB 01

Strategy Board

Date: 16 December 2020

Essex Pension Fund Strategy Board (PSB) Membership, Apologies and
Declarations of Interest

Report by the Compliance Manager

Enquiries to Amanda Crawford on 03330 321763

1. Purpose of the Report

1.1 To present Membership, Apologies and Declarations of Interest for the 16
December 2020 PSB.

2. Recommendation

2.1 That the Board should note:

o Membership as shown overleaf;
o Apologies and substitutions; and
o Declarations of Interest to be made by Members in accordance with the

Members' Code of Conduct and the Essex Pension Fund’s Conflict of
Interest Policy.
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3. Membership
(Quorum: 4)
11 members consisting of:
e seven Members of the Council;
e one Member representing District and Borough Councils in Essex;
e one Member representing Unitary Councils in Essex;
e one Member representing Scheme Members nominated by Unison; and

e one Member representing Other Employing Bodies nominated by the
Employer Forum.

Membership Representing

Councillor S Barker Essex County Council (Chairman)
Councillor M Platt Essex County Council (Vice Chairman)
Councillor A Goggin Essex County Council

Councillor A Hedley Essex County Council

Councillor M Maddocks* Essex County Council

Councillor C Souter Essex County Council

Councillor L Scordis Essex County Council

Councillor M Dent Southend-on-Sea Borough Council
Rachel Hadley Other Employing Bodies
Councillor C Riley Castle Point Borough Council
Sandra Child Scheme Members

*Non-Aligned Group have indicated that they do not wish to take their place on this Committee, so it is
for the Council to decide the allocation. The Conservative Group, as the majority Group, have
indicated that they wish to take the vacancy.
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23 September 2020 Minutes 1

Minutes of the meeting of the Essex Pension Fund Strategy Board
(PSB) held as an online video conference on 23 September 2020

1.

Membership, Apologies and Declarations of Interest

The report of the Membership, Apologies and Declarations of Interest were
received.

Membership
Present:

Essex County Council

Clir S Barker (Chairman)

Clir M Platt (Vice Chairman)

Clir A Goggin

Clir A Hedley

Clir L Scordis

Clir C Souter

District/Borough Councils in Essex Representatives

Clir M Dent Southend-on-Sea Borough Council

Clir C Riley Castle Point Borough Council left at 12pm

Scheme Member Representative
Sandra Child (UNISON)

Other Employing Bodies Representative
Rachel Hadley Chelmer Housing Partnership

The following Officers and Advisers were also present in support:

Jody Evans Interim Director for Essex Pension Fund

Samantha Andrews Investment Manager

Daniel Chessell Retirement Manager

Sara Maxey Employer Manager

David Tucker Technical Hub Manager (Part 1l only)

Amanda Crawford Compliance Manager

Helen Pennock Compliance Analyst

Marcia Wong Compliance Officer

Karen McWilliam Independent Governance & Administration Adviser
(IGAA), AON

Graeme Muir Barnet Waddingham, Fund’s Actuary

The following Essex Pension Fund Advisory Board (PAB) Members were
present as Observers of the meeting:
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23 September 2020 Minutes 2

Clir Martin Bracken Employer Representative left 12:34pm
James Durrant Employer Representative

Andrew Coburn Scheme Member Representative (UNISON)
Stuart Roberts Scheme Member Representative

James Sheehy Scheme Member Representative

Members noted that the meeting would be recorded to assist with the
production of the minutes for the meeting.

Opening Remarks

The Chairman welcomed the Board, Karen McWilliam (IGAA), Graeme Muir
(Fund’s Actuary) and PAB Members, Clir Martin Bracken, James Durrant,
Andrew Coburn, Stuart Roberts and James Sheehy to the meeting.

The Chairman took the opportunity, it being the first meeting of the Essex
Pension Fund Strategy Board (PSB) to be held virtually, to outline to Members
the protocol on how the meeting would be conducted.

Apologies for Absence

It was noted that Clir Maddocks was unable to attend the meeting. In addition,
PAB Members Nicola Mark and Debs Hurst also sent their apologies.

Declarations of Interest
Declarations were received from:

Clir S Barker declared she was in receipt of an Essex LGPS pension and that
her son was also a member of the Essex LGPS. Clir S Barker also declared
she is an ECC Cabinet Member and sits on the Foreign Travel Committee;

Clir Platt declared he is the Deputy Cabinet Member for Environment &
Climate Change Action and is Vice Chairman of the Audit, Governance and
Standards Committee;

Clir Goggin declared that his wife, sister and brother-in-law were in receipt of
an Essex LGPS pension;

Clir Hedley declared that he was in receipt of an Aviva Group Pension and is
the Chairman of the Audit, Governance and Standards Committee. A further
declaration was made in regard to Agenda ltem 14 of being an elected
Basildon District Councillor;

Clir Riley and Sandra Child declared they were in receipt of an Essex LGPS
Pension; and
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23 September 2020 Minutes 3

Rachel Hadley declared she was the HR Director of Chelmer Housing
Partnership.

The Chairman informed the Board of the changes to the Essex County
Council Conservative Group Substitute arrangements notifying the Board that
Clir Mark Durham and Clir Bob Massey were appointed during May 2020.
Subsequently, Clir Bob Massey has stepped down from this position.

The Chairman welcomed Rachel Hadley to her first meeting and the new PAB
Member, Clir Martin Bracken of Chelmsford City Council, who was appointed
during August 2020 to replace the Employer Representative post made
vacant by the sad passing of Clir Terry Cutmore.

Resolved:
The Board noted the report and update.

2, Confirmation of the Annual Arrangements for the Appointment of
Chairman and Vice Chairman of the Essex Pension Fund and Terms of
Reference

The Board received a report from the Compliance Manager in regard to the
annual arrangements of the appointment of the Chairman and Vice Chairman
of the Essex Pension Fund.

It was noted that each year at the Annual Meeting of Essex County Council
the Chairman appointments are confirmed for the forthcoming municipal year.
These appointments are then reaffirmed at the respective meetings.

The Chairman informed the Board that due to the circumstances surrounding
Covid-19 the Annual Meeting of Essex County Council scheduled to take
place in May had been deferred, as such the existing Chairman and Vice
Chairman arrangements would remain in place until such time that the Annual
Meeting could be held.

Resolved:
The Board noted:
e the continuation of the Chairman and Vice Chairman current
arrangements; and
e the PSB Terms of Reference (ToR) as set out in Appendix A of the
report.

3. Minutes of PSB meeting 04 March 2020

The minutes of the meeting of the PSB held on 04 March 2020 were approved
as a correct record and signed by the Chairman.

Matters Arising:
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23 September 2020 Minutes 4

It was noted that all matters arising would be dealt with through this Agenda
Pack.

4. Arrangements for PSB Representatives

The Compliance Manager informed the Board that the Other Employing
Bodies Representative recruitment had now concluded with the outcome
being Rachel Hadley from Chelmer Housing Partnership being appointed for a
term of six years.

It was noted that Rachel had received her induction training from Officers and
was present for today’s meeting.

Resolved:
The Board noted the update and outcome of the recruitment process.

5. Essex Pension Fund (EPF) Policies

The Board received a report from the Compliance Manager regarding two
new Fund policies which were developed in line with the Good Governance
Project and formalised the activities already undertaken by the Fund. These
were:

e Policy for Recording and Reporting Breaches of the Law (Appendix A);
and
e Risk Strategy (Appendix B).

It was explained that the third policy, the Knowledge and Skills Strategy
provided was in draft at present but would be brought to a future meeting for
approval.

Resolved:

The Board approved the:
e Policy for Recording and Reporting Breaches of the Law; and
e Risk Strategy.

Resolved:
The Board noted the:
e progress of the Knowledge and Skills Strategy for Board/Committee
Members; and
e content of the report.

6. Update on Pension Fund Activity
The Board received a joint update from the Interim Director for the Essex

Pension Fund and the Compliance Manager on the Business Plan, Scorecard
and Risk Register.
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23 September 2020 Minutes 5

Q4 2019/20 Business Activity

The final position was noted on the 2019/20 Business Plan and Scorecard. It
was explained that ten out of twelve Business Plan actions had been completed
with two carried forward into 2020/21.

It was highlighted that the outcome of the 2019 Employer and Member Surveys
was now reflected within the scorecard. Participation uptake on the Employer
Survey in particular was still low, as such Officers felt that there would be merit
in the Board requesting assistance from the PAB in reviewing how the Fund
undertakes future Surveys. The Chairman welcomed the review and it was
subsequently agreed that Rachel Hadley be part of the Review Panel.

The Vice Chairman was keen to understand the progress made in regard to the
Fund’s digital transformation regarding Member online. Officers took an action
to come back to a future meeting with some trend analysis.

2020/21 Business Activity

The Board received an update from the Interim Director for Essex Pension Fund
on the progress against the new style 2020/21 Business Plan, the
development of the new Scorecard along with an update on Risk Management.

Of the forty two priorities highlighted in the Business Plan, the Board noted that
twenty five were in progress, five were completed, ten were not yet due to start
and two were not applicable for this current year. It was explained that Officers
were forecasting a slight underspend against 2020/21 Budget.

Progress in regard to developing the new scorecard measures was provided in
addition to the proposed new format of the report. It was explained that the
proposed new Governance, Funding and Administration measures had been
incorporated into the new scorecard format. The Board noted that the
Investment measures would be included following consideration by the
Investment Steering Committee (ISC) at their 21 October 2020 meeting.
Similarly, the development of the Communications section would follow the
review of the Fund’s Annual Surveys.

A new style Risk Management Update report was provided detailing the current
risk scores against previous scores reported. Members were reminded that
risks are continually monitored and reassessed as and when required. It was
highlighted that one of the two red risks reported at the 4 March 2020 meeting
had now been downgraded. The remaining red risk was in regard to the
McCloud judgement which would be discussed further at Agenda ltem 15.

Resolved:
The Board agreed:
e the Governance, Funding and Administration Scorecard Measures at
Appendix D of the report;
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23 September 2020 Minutes 6

e the review of the Fund’s Scheme Member and Employer Annual
Surveys be delegated to the PAB and the outcome to be fed into the
Communications section of the new scorecard.

The Board noted:

¢ the conclusion against the 2019/20 Business Plan and the actions that
have been carried forward to 2020/21;

e the Scorecard Measures as at 31 March 2020 including the outcome of
the Scheme Member and Employer Annual Surveys;

e the progress against the 2020/21 Business Plan and Budget and the
new reporting format;

e the development to date of the new 2020/21 Scorecard and the new
reporting format;

¢ that the Investment measures would be considered by the ISC at their
21 October 2020 meeting for approval; and

e the current risks within the Risk Register with a residual score of eight
or above along with the new reporting format.

7. Internal Audit Report 2019/20

The Investment Manager provided the Board with the outcome of the two
internal audit reviews. It was noted that both reviews received ‘Good
Assurance’, the highest level of assurance that can be given.

In addition, for a second consecutive year, the Fund received no
recommendations.

The Board congratulated the Fund on their excellent work.

A query was raised in regard to the level of the 2021/22 internal audit charge.
An action was taken that Fund Officers in consultation with the Chairman
investigate and report back to a future meeting.

Resolved:

The Board noted:
e the outcomes of the 2019/20 Internal Audit reports;
¢ the outcomes of the 2019/20 National Fraud Initiative; and
e the planned audits of the Pension Fund for 2020/21.

8. External Audit 2019/20
The Board received a report from the Investment Manager detailing BDO
LLP’s Audit Plan in relation to the 2019/20 external audit of the Essex Pension
Fund.

It was explained that the Audit Plan was reported to an informal meeting of the
Essex County Council’s Audit, Governance and Standards Committee on 23

Page 12 of 196



23 September 2020 Minutes 7

10.

March 2020 for noting and this was the first opportunity to bring the report to
the Board.

Members were informed that due to pressures on local authorities to respond
to the Covid-19 pandemic, the Government had extended the 2019/20
financial year timetable in which draft accounts must be presented to external
audit to 31 August (previously 31 May 2020), and for published audited
accounts to 30 November 2020 (previously 31 July 2020).

It was confirmed that the Fund presented draft Pension Fund accounts to the
external auditors, BDO, on 30 June 2020 and the audit commenced on 6 July
2020. It was explained that the Pension Fund audit was at an advanced stage
of completion and that BDO have indicated that they would be in a position to
complete their audit and issue both ECC and the Pension Fund opinions by
the revised deadline of 30 November 2020. The Completion Report would be
provided to Members once the report becomes available.

Members asked if External Audit had taken into account the ongoing LGPS
reform cases and the likely impact on the Fund. The Employer Manager
explained that this had been factored in within the Actuarial Valuation and that
BDO were satisfied with the information the Fund had provided.

Resolved:
The Board noted the content of the report.

Essex Pension Fund Strategy Board (PSB) — Annual Report

The Board received the PSB Annual Report for 2019/20. It was noted that that
since the last meeting the Fund had been successful in winning the Pension
Age Award for the Best Risk Management Exercise.

Resolved:
The Board noted the report.

Essex Pension Fund Advisory Board (PAB) Quarterly and Annual
Reports

The Board received a report from the Compliance Manager. It was explained
that due to the sad news received of the passing of Clir Terry Cutmore the
vacant Employer Representative position has since been filled by Clir Martin
Bracken from Chelmsford City Council.

The Compliance Manager provided the Board with an overview of the PAB
Annual Report which details their activities during 2019/20. It was explained
that the Annual Report would now be shared with the Scheme Advisory Board
(SAB) and published within the Fund’s Annual Report and Accounts.
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23 September 2020 Minutes 8

1.

12.

Clir Barker thanked Andrew Coburn for stepping up as Chairman whilst the
Chairman of the PAB was unwell.

Resolved:
The Board noted:
e the content of the 2019/20 Annual Report and acknowledged it would
be published within the Annual Report & Accounts; and
e the appointment of Clir Martin Bracken as the new Employer
Representative on the PAB replacing the vacancy left by the passing of
the late Clir Terry Cutmore.

Investment Steering Committee (ISC) Quarterly Update

The Board received a report from the Investment Manager which provided
details on the ISC activity since the previous Board meeting.

It was confirmed that the ISC had met on one occasion on 21 July 2020,
noting that their 19 March 2020 meeting was cancelled due to the Coronavirus
pandemic. The Board were advised that the Committee received a
presentation and training from Hamilton Lane, the Fund’s Private Equity
Manager, regarding the Private Equity Asset Class and that a decision was
made to allocate a further £60m with an additional £10m should suitable
opportunities arise.

The other main areas of business discussed were:

e the approval of the Treasury Management Strategy 2020/21;

e the review of Fund investment portfolio noting that although the Fund’s
value fell in March, it has since recovered back to pre-Covid19 levels;

e the draft Investment Strategy Statement (ISS) was approved for
stakeholder consultation which had subsequently concluded on 16
September 2020;

e areport summarising the outcome of the CEM Benchmarking exercise
reviewing the overall fees paid by the Fund in 2018/19 compared to its
peers; and

¢ the allocation of additional funds to the Private Equity Mandate.

Resolved:
The Board noted the report and update.

Schedule of Future meetings

The Board received a report from the Compliance Manager detailing the
remaining planned Board meetings for this municipal year. It was noted that
the in-house training session had been rescheduled to 11 November 2020.

Events/conferences that were on the horizon were also brought to the
attention of Members.
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23 September 2020 Minutes 9

13.

14.

The Board noted that PAB meetings would now follow the PSB meeting at
2:00pm.

Resolved:
The Board noted:

e the schedule of meetings and events for 2020/21; and
e the new date and time of the November training session.

Urgent Part | Business

None.
Exclusion of the Public and Press

That the press and public are excluded from the meeting during the
consideration of the remaining items of business on the grounds that they
involve the likely disclosure of exempt information falling within Schedule 12A
to the Local Government Act 1972, the specific paragraph(s) of Schedule 12A
engaged being set out in the report or appendix relating to that item of
business.

Resolved:
The Chairman brought to the attention the above statement and the Board
agreed to proceed.

The Chairman informed Members that the meeting would reconvene at
11:00am following a short adjournment.

The meeting was adjourned at 10:46am.

The Board reconvened at 11:00am.

Opening Remarks

The Chairman welcomed back the Board and Observers and outlined to
Members the protocol on how the meeting would be conducted.

Funding Update

The Board received a report from the Employer Manager on a Funding update
and the outcomes of Out of Committee decisions made since the last meeting.

It was explained that the Out of Committee decision making process had been
utilised on two occasions since the last meeting:
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23 September 2020 Minutes 10

15.

e in June, the approval of the inclusion of an Exit Credit Policy within the
Funding Strategy Statement (FSS); and

e in August, the approval of recommendations in regard to the
termination of one of the Fund’s Employers.

It was noted that the Fund had now received payment from four out of the six
Employers who had requested a six month deferment of their deficit
payments. It was confirmed that the remaining two payments were due by the
end of September 2020.

The Board also considered the merit of developing an lll Health Policy in
consultation with the Fund’s Actuary.

Resolved:

The Board noted:

the FSS was updated to reflect the Exit Credits Policy;

the cessation of one of the Fund’s Employers was finalised;
the development of an lll Health Policy; and

the general Funding update.

Local Government Pension Scheme (LGPS) Regulatory Reform

The Interim Director for Essex Pension Fund highlighted that there are
currently four LGPS consultations either live or in progress. These were:
e McCloud — deadline 8 October 2020;
e £95K Exit Payment Cap — deadline 9 November 2020;
e Goodwin — expected soon; and
e Cost Cap — pending.

It was agreed that due to the timing, the Fund’s consultation responses to
McCloud and £95k Exit Payment Cap be delegated to the Chairman and Vice
Chairman for sign off.

Clir Hedley and Clir Dent expressed an interest in being party to this process.

The Board received a presentation from Karen McWilliam (IGAA) and Graeme
Muir (Funds Actuary) covering:

e McCloud;
e Cost Cap;
e (Goodwin; and
e £95k Cap.

The IGAA informed Members that it was unusual to have four LGPS
regulatory changes and the associated consultations in progress at the same
time. A presentation was then provided on the background and current status
of each. The Advisers outlined to the Board the potential impact on the Fund
in terms of Funding, administration and the ability to continue to deliver a high
quality business as usual service.
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23 September 2020 Minutes 11

16.

17.

18.

Resolved:
The Board noted:
e the information contained within the report and the accompanying
presentation; and
¢ the resource implications.

Pooling Update

The Board received a presentation and update from the Interim Director for
Essex Pension Fund on the 17 July 2020 ACCESS Joint Committee meeting.

Resolved:
The Board noted the update.

Urgent Exempt Business

None.

Closing Remarks

There being no further business the meeting closed at 12:49pm.

Chairman
16 December 2020
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Essex Pension Fund PSB 03

Strategy Board

Date: 16 December 2020

Government Consultations and Reform Update

Report by the Technical Hub Manager in consultation with the Independent Governance
and Administration Adviser (IGAA)

Enquiries to David Tucker on 03330 138493

1.

1.1

2.1

Purpose of the Report

To share with the Board:

the Fund’s final response to the Ministry of Housing, Communities and Local
Government (MHCLG) consultation concerning ‘Amendments to the statutory
underpin’;

the Fund’s final response to the MHCLG consultation concerning ‘Reforming
local government exit pay’; and

an update concerning the reforming local government exit pay.

Recommendations

It is recommended that the Board note:

the Fund’s final response to the consultation concerning ‘Amendments to the
statutory underpin’;

the Fund’s final response to the consultation concerning ‘Reforming local
government exit pay’; and

the update provided concerning the reforming local government exit pay.
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3.1

3.2

3.3

4.1

4.2

5.1

5.2

5.3

Background

At its 23 September meeting, the Board was provided with an update on LGPS
Regulatory Reform by the Interim Director for Essex Pension Fund and the
Fund’s Independent Governance and Administration Adviser (IGAA).

The update included details of two Ministry of Housing, Communities and Local
Government (MHCLG) consultations concerning ‘Amendments to the statutory
underpin’ and ‘Reforming local government exit pay’.

It was agreed that due to the timing, the Fund’s consultation responses
concerning ‘Amendments to the statutory underpin’ and ‘Reforming local
government exit pay’ be delegated to the Chairman and Vice Chairman for sign
off.

Amendments to the statutory underpin

A draft response to the ‘Amendments to the statutory underpin’ consultation was
shared with the Chairman, Vice Chairman along with Clir Dent and ClIr Hedley
(as they had expressed an interest in taking part in this process) on 5 October
2020.

A virtual meeting was held on Teams on 6 October 2020 with the Chairman, Vice
Chairman, Clir Dent and Clir Hedley, the Interim Director for Essex Pension Fund
and the Technical Hub Manager to discuss the draft response. No changes were
deemed necessary and the final response was submitted to MHCLG the same
day and is attached at Appendix A of this report.

Reforming local government exit pay

A draft response to the ‘Reforming Local Government Exit Pay’ consultation was
shared with the Chairman and Vice Chairman on 29 October 2020.

The Chairman and Vice Chairman both confirmed they were happy with the draft
response and the final response was submitted to MHCLG on 30 October 2020
and is attached at Appendix B of this report.

The closing date for responses was 9 November 2020, however draft regulations
were subsequently issued after the main consultation document and the closing
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6.1

6.2

6.3

date for comments on the draft regulations is 18 December 2020. Because any
comments on the draft regulations will be purely of a technical nature (i.e.
whether or not they successfully implement the proposals) Fund Officers will
submit any comments to MHCLG, after studying the draft regulations, without
needing sign off from the Chairman or Board Members.

Further update on reforming local government exit pay

Unfortunately, whilst MHCLG have not yet responded to the consultation in
relation to the changes in the LGPS nor made the amending regulations, HMT
has gone ahead and made changes to overriding legislation which introduce an
overall exit cap of £95k when employees leave public sector employers (usually
this will be through redundancy). This conflicts with current LGPS regulations
that require immediate payment of unreduced pension benefits when a member
is made redundant, which in turn might push an employee over the £95k cap. It
is therefore unclear whether LGPS members affected by the £95k cap should:

e Be paid immediate unreduced pension benéefits (i.e. in line with LGPS
regulations); or

e Given the option of immediate reduced pension benefits or a deferred
pension (to meet the requirements of the new HMT regulations); or

e Be provided with some other option.

At this point in time, Fund Officers are not aware of any scheme members
leaving in the near future who might be impacted by the HMT regulations.
Processes have been put in place to remove the risk of providing quotations that
might transpire to be incorrect, either as a result of the conflicting legislation or
once the amending LGPS regulations are in place. However, this may become
more difficult to manage if employers wish to proceed with redundancy or other
severance type programmes. It is hoped that clarity will be provided before a
situation arises within the Fund and this could be either through the making of
the amending LGPS regulations or as a result of a legal challenge in relation to
another LGPS fund.

However, should such a situation arise where a scheme member is leaving and

is impacted by the £95k cap, it will be necessary for a decision to be made by the

Fund as to what benefits (if any) are paid to them. Given this potentially could be

subject to challenge, it may be appropriate to take legal advice in conjunction
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71

8.1

9.1

with Essex Legal Services. The out of committee meeting approval process may
need to be enacted.

Link to Essex Pension Fund Objectives

Ensure compliance with the Local Government Pension Scheme (LGPS)
regulations, other relevant legislation and the Pensions Regulator’'s Codes of
Practice.

Risk Implications

Regulatory risks impacting on Investments, Funding and Administration.

Background Papers

LGPS Regulatory Reform and Resource Implications, PSB 15, 23 September
2020.
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Appendix A
Essex Pension Fund

PO Box 11
County Hall
Chelmsford
Essex

CM1 1LX

)

Essex County Council

Local Government Finance Stewardship Your Ref:

Ministry of Housing, Communities and Local Government Date: 6 October 2020
2nd Floor, Fry Building

2 Marsham Street

London

SW1P 4DF

Sent by e-mail to: LGPensions@communities.gov.uk

Dear Sirs,

Local Government Pension Scheme (England and Wales)
Amendments to the statutory underpin

The Essex Pension Fund welcomes the opportunity to comment on the proposals to
amend the rules governing ‘transitional protection’ in the Local Government Pension
Scheme (LGPS). We are responding in our capacity as an Administering Authority
within the scheme.

We generally welcome the proposals to remove the discrimination found in the
McCloud and Sargeant cases by extending the underpin to younger scheme
members.

We have serious concerns regarding the proposal that annual benefit statements for
active members under the 2008 Scheme normal pension age should include
information about a qualifying member’s underpin protection. We strongly urge the
government to remove this requirement from the final amendment regulations for the
reasons given in our response to question 16.

We would strongly urge MHCLG to bring forward final regulations as soon as
possible to provide certainty around the changes required to systems and processes
which will require months to complete. See our response to question 24.

The administration and communications costs of implementing remedy will be
substantial for LGPS funds and we believe the government should cover those
costs, bearing in mind it proceeded to introduce the original underpin in the full
knowledge that to do so would contravene age discrimination legislation. This cost
should not fall to local taxpayers. See our response to questions 3 and 29.

Response to the consultation questions

Question 1 — Do you agree with our proposal to remove the discrimination
found in the McCloud and Sargeant cases by extending the underpin to
younger scheme members?

Yes, the proposals would appear to be consistent with the Court of Appeal’s ruling.
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Question 2 — Do you agree that the underpin period should end in March 20227

Yes, the original underpin could not have applied to service after 31 March 2022 so
ceasing the underpin period on that date is consistent with the original government
commitment.

Question 3 — Do you agree that the revised regulations should apply
retrospectively to 1st April 2014?

Yes, to achieve fairness and equality the revised regulations must apply
retrospectively.

However, the government should not underestimate the substantial additional
administration and communications costs involved for LGPS funds and we believe it
should cover funds’ additional costs, bearing in mind it proceeded to introduce the
original underpin in the full knowledge that to do so would contravene age
discrimination legislation.

In chapter 7.34 of the Independent Public Service Pensions Commission: Final
Report dated 10 March 2011, Lord Hutton said “Age discrimination legislation also
means that it is not possible in practice to provide protection from change for
members who are already above a certain age”.

It is clear, therefore, that the government knew before it introduced the original
underpin that it would contravene age discrimination legislation. For this reason, we
believe the government has a duty to cover funds’ costs.

Question 4 — Do the draft regulations implement the revised underpin which
we describe in this paper?

Yes.

Question 5 — Do the draft regulations provide for a framework of protection
which would work effectively for members, employers and administrators?

The protection would appear to work effectively, however the additional work
required of LGPS administrators in particular is colossal and | would draw your
attention to our response to Question 3 concerning who should pay for the cost of
this additional work.

Also, it is unlikely that all employers will be able to provide every piece of data that is
required to calculate the underpin across all eligible members. Funds may, therefore,
need to make assumptions to fill in any gaps in the data, which could undermine the
effectiveness of the regulations. We would welcome guidance from MHCLG/SAB on
how funds should account for any missing data required to calculate the underpin
and how this should be communicated with employers and impacted scheme
members.

Question 6 — Do you have other comments on technical matters related to the
draft regulations?

No. We have had sight of the LGPS Scheme Advisory Board draft response to this
consultation and we support its comments in relation to technical matters contained

in the draft regulations.
Page 24 of 196

2



Question 7 — Do you agree that members should not need to have an
immediate entitlement to a pension at the date they leave the scheme for
underpin protection to apply?

Yes. Requiring members to have an immediate entitlement to a pension at the date
they leave the scheme for underpin protection to apply would not remove the
unlawful age discrimination.

Question 8 — Are there any other comments regarding the proposed underpin
qualifying criteria you would like to make?

The proposals do not extend the underpin to younger members who joined the
Scheme after 31 March 2012 who will have final salary membership but will not
qualify for the new protection because the Scheme changes were already publicised
when they joined. We think this could be an area of future challenge given that
younger members are likely to see the cost of the remedy passed onto them via the
cost cap arrangement and the average age of those joining between 1 April 2012
and 31 March 2014 is likely to be younger than those leaving during the same
period, which could amount to indirect age discrimination.

Question 9 — Do you agree that members should meet the underpin qualifying
criteria in a single scheme membership for underpin protection to apply?

Yes, this is the approach taken on the 85-year rule and the final salary link. Allowing
members to meet the qualifying criteria in respect of multiple periods of
unaggregated membership is inconsistent with how the Scheme operates and would
be administratively complex.

Question 10 — Do you agree with our proposal that certain active and deferred
members should have an additional 12-month period to decide to aggregate
previous LGPS benefits as a consequence of the proposed changes?

Yes, it would seem proportionate to allow active and deferred members this
opportunity where they would lose their right to underpin protection if their benefits
were not aggregated. despite the administrative burden

We believe there should be a discretion to allow LGPS funds to extend the 12-month
aggregation window in order to provide for cases where there are difficulties
communicating with the member.

Question 11 — Do you consider that the proposals outlined in paragraphs 50 to
52 would have ‘significant adverse effects’ in relation to the pension payable
to or in respect of affected members, as described in section 23 of the Public
Service Pensions Act 2013?

No, we do not consider that the proposals would have significant adverse effects in
relation to the pension payable to or in respect of affected members as:

e LGPS administrators will not have taken unaggregated membership into
account when calculating the current underpin for members that have retired
since 2014.
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¢ Most members who have retired since 2014 are better off under the CARE
scheme because of the significantly better accrual rate.

Going forward, the members that are most likely to be affected are:

e concurrent members where membership ends on the same day, so it is not
possible to aggregate

e members who opted out on or after 11 April 2015, as the regulations do not
permit aggregation if they re-join the Scheme

Question 12 — Do you have any comments on the proposed amendments
described in paragraphs 56 to 59?

Despite adding yet more administrative complexity, the proposed amendments to
widen or clarify the protections would appear to be consistent with the stated aim of
ensuring that the underpin works effectively and consistently for all members.

Question 13 — Do you agree with the two-stage underpin process proposed?

Yes, the two-stage process is necessary to ensure a true comparison of final salary
and CARE benefits takes place because it takes account of the different normal
retirement ages in the two schemes as well as any future changes to State Pension
age.

Question 14 — Do you have any comments regarding the proposed approaches
outlined above?

We do not agree with the requirement to include information about the underpin in
annual benefit statements for active members under the 2008 Scheme normal
pension age. See our response to question 16 for more details.

We would also question the need to include “details of the provisional calculations
undertaken at their underpin date” in annual benefit statements sent to deferred
members. Details of the provisional calculations are included in the deferred benefit
statement sent to members on leaving and we believe it would serve no useful
purpose to keep including those details every year. Funds should be free to provide
deferred members with the details necessary for them to understand how their
benefits have increased since the previous statement; providing too much detail in
statements makes them more difficult for members to understand and less engaging.

Question 15 — Do you consider there to be any notable omissions in our
proposals on the changes to the underpin?

Has any consideration has been given to how the proposed remedy will interact with
the Restriction of Public Sector Exit Payments Regulations 2020, when enacted.
What happens in the situation where a person:

e is awarded an exit payment capped at £95,000 in the period between the exit
payment regulations becoming effective and the changes to the underpin
taking effect, and

e then receives a retrospective increase to their benefits because of the
changes to the underpin?
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Question 16 — Do you agree that annual benefit statements should include
information about a qualifying member’s underpin protection?

No. We do not agree with the requirement to include information about the underpin
in annual benefit statements for active members under the 2008 Scheme normal
pension age and we strongly urge the government to remove this requirement from
the final amendment regulations.

Our primary reasons for not agreeing are three-fold:

1. There is a very real danger including such notional details could be both
misleading and create a false expectation for many members

For example, a member could, in a given year, have a notional underpin
amount because of high pay growth. But the same member may then
experience comparatively low pay growth over the years to retirement to an
extent that, at the underpin crystallisation date, the underpin no longer
applies.

2. Funds would have to prioritise correcting active and deferred member records
and updating systems for the purposes of complying with the new ABS
requirement over the far more pressing issue of revisiting pensions in
payment / recalculation of death benefits etc.

3. Annual benefit statements should be kept as simple as possible so members
can understand them — to include a notional calculation of a provisional
assessment will not achieve this.

Whilst we believe the calculation of a provisional assessment of the underpin at the
underpin date serves a useful purpose, we do not believe a notional calculation of a
provisional assessment each year serves a useful purpose.

The revised underpin will “bite” for relatively few members and, for those for whom it
does, any increase will be small. We strongly believe that the underpin can only
usefully be calculated at the underpin date and the underpin crystallisation date.

Further, the consultation proposes that annual benefit statements include the
provisional guarantee amount, the provisional assumed benefits and the provisional
underpin amount. The provisional assumed benefits figure represents the CARE
pension the member has built up during the remedy period, it is this figure that is
used to compare with the benefits the member would have built up had they
remained in the final salary scheme. By necessity, the figure does not include any
pension bought by a transfer in, any additional pension the member / employer has
bought (except if it is bought to buy back pension lost in a period of authorised leave)
and it is assumed the member is always in the main section. For some members, the
provisional assumed benefits figure could be very different to the actual CARE
benefits they have built up during the remedy period and this could lead to further
confusion.

If the government does decide to proceed with such a requirement, and we strongly
urge it not to, then the requirement should not come into effect until at least 2025 to

Page 27 of 196
5



allow funds to prioritise revisiting pensions in payment / recalculation of death
benefits etc.

Question 17 — Do you have any comments regarding how the underpin should
be presented on annual benefit statements?

As set out in our response to question 16, we do not agree with the requirement to
include information about the underpin in annual benefit statements for active
members under the 2008 Scheme normal pension age. Annual benefit statements
need to remain as simple and easy to understand as possible so that members
engage with them and find them useful. To include a notional calculation of a
provisional assessment of the underpin would make the statements more complex
and would serve only to confuse and misinform members.

Question 18 — Do you have any comments on the potential issue identified in
paragraph 110?

We believe a consistent approach must be taken and, on balance, the general
approach in relation to the current underpin and the annual allowance should
continue in relation to the revised underpin and annual allowance.

The underpin crystallisation date is the only date at which the definitive value of the
underpin is calculated and, therefore, the date at which the member experiences the
actual pension growth attributable to the underpin.

Whilst this approach could have the effect of causing a spike in the closing value of a
member’s benefits in the pension input period in which the underpin crystallisation
date occurs, this approach also means an affected member is more likely to have
some unused annual allowance remaining from the previous 3 years which they can
use to offset any tax charge.

Also, the alternative approach of capturing the value of any notional underpin on a
year by year basis would come with unwelcome side effects; for example, applying
the notional underpin in any given year may cause the member to breach the annual
allowance, even though the member is a number of years away from retirement. The
same member may then experience comparatively low pay growth over the years to
retirement to an extent that, at the underpin crystallisation date, the underpin no
longer applies. In these circumstances the member would have paid a tax charge on
a benefit that was ultimately never realised.

Question 19 — Do the proposals contained in this consultation adequately
address the discrimination found in the ‘McCloud’ and ‘Sargeant’ cases?

Yes, we believe they do.
Question 20 — Do you agree with our equalities impact assessment?

Whilst the assessments seem reasonable at face value, we would point out that the
GAD analysis is of very limited value in the circumstances.

The consultation itself says “The analysis is based on an “average” member at each
particular age. Allowing for variations in individual members’ future service or salary
progression could produce different figures”. We would point out that it is precisely
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those variations in individual members’ future service or salary progression which will
determine whether or not the revised underpin will “bite”.

Question 21 - Are you aware of additional data sets that would help assess the
potential impacts of the proposed changes on the LGPS membership, in
particular for the protected characteristics not covered by the GAD analysis
(age and sex)?

No.

Question 22 — Are there other comments or observations on equalities impacts
you would wish to make?

No.

Question 23 — What principles should be adopted to help members and
employers understand the implications of the proposals outlined in this
paper?

Keep the message to members simple and generic because relatively few active
members will ultimately have an increase to their pension because of the underpin
and, for those that do, any increase will be small.

Emphasise that (a) relatively few members will be impacted by the underpin, (b) any
increases will be small and (c) the underpin process will be applied automatically, so
as not to create false expectation.

Communications with employers should focus on the importance and practical
requirements of providing the data required to operate the underpin and any
assumptions being made where member data is missing.

Question 24 — Do you have any comments to make on the administrative
impacts of the proposals outlined in this paper?

The administrative impact of these proposals will be significant and meeting them will
depend to a great extent on the timing of regulations and the certainty around the
changes required to systems and processes. In particular, the changes to
administrative systems will require months to complete and could be further delayed
if changes are also required to Fire and police schemes at the same time.

In this regard we would strongly urge MHCLG to bring forward final regulations as
soon as possible, even if their implementation date is in line with other public sector
schemes (i.e. 2022). Doing so would provide the certainty and notice needed to
ensure the disruption to systems and processes is minimised and provide authorities
with the ability to effectively implement the remedy for members.

We estimate that in the Essex Pension Fund there will be in the region of 17,000
active members in scope plus 24,000 leavers requiring retrospective review.

We believe the government should cover funds’ additional costs relating to McCloud
and remedy because it proceeded to introduce the original underpin in the full
knowledge that to do so would contravene age discrimination legislation - see our
response to question 3.
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Whilst the underpin will not actually impact most members’ benefits, funds will be
required to undertake underpin calculations for 1,000s of active members going
forward. This will also require additional expenditure updating administration systems
to be able to identify and carry out the revised underpin calculations for members in
scope.

Applying the underpin test retrospectively to 24,000 members is a massive
undertaking which will take several years to complete and will inevitably involve
manual intervention and calculations in many cases.

The scale and complexity of this exercise could also create a significant
communications challenge for LGPS funds.

Question 25 — What principles should be adopted in determining how to
prioritise cases?

Cases where members have already retired (or died) should be the priority as the
underpin could impact on a member’s (or survivor’s) current retirement income.
Thereafter, members closer to their underpin crystallisation date should be
prioritised.

Question 26 — Are there material ways in which the proposals could be
simplified to ease the impacts on employers, software systems and scheme
administrators?

As set out in our response to question 16, we do not agree with the requirement to
include information about the underpin on active ABS for members under the 2008
Scheme normal pension age. If the requirement remains, we think there should be a
lead in time of at least 12 months to ensure that administering authorities can
prioritise retrospectively recalculating benefits.

Question 27 — What issues should be covered in administrative guidance
issued by the Scheme Advisory Board, in particular regarding the potential
additional data requirements that would apply to employers?

One area where additional guidance would be welcome is what to do when an
employer is incapable of providing historic member data. Ideally, SAB should issue
guidance for employers and administering authorities when making assumptions
about service and salary history in the absence of complete information to provide a
clear and consistent approach across the scheme and prevent funds being
challenged on approaches used if no guidance is provided.

Question 28 — On what matters should there be a consistent approach to
implementation of the changes proposed?

We support a consistent approach to member communications and, as set out in our
response to question 23, communications should be simple and generic with the
emphasis that (a) relatively few members will be impacted by the underpin, (b) any
increases will be small and (c) the underpin process will be applied automatically, so
as not to create false expectation.
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Communications with employers should equally be simple and focus on the
importance and practical requirements of providing the data required to operate the
underpin and any assumptions being made where member data is missing.

Question 29 — Do you have any comments regarding the potential costs of
McCloud remedy, and steps that should be taken to prevent increased costs
being passed to local taxpayers?

As the LGPS is a ‘balance of cost’ arrangement with fixed member contribution
rates, the cost of the McCloud remedy will ultimately be met by employers. Many of
these employers are councils that are funded by local taxpayers. However, whilst an
increase in LGPS liabilities is unavoidable, funds have local control over the pace at
which these costs are managed over time. The majority of the costs will fall on
employers with a long-term funding horizon and we generally don’t expect material
changes to contribution rates to arise from application of the remedy.

Accurate analysis of the financial funding impact of the proposed McCloud remedy is
impossible because of the members in scope we do not know which ones will have
higher than average pensionable pay increases, how much those increases will be
and when those increases will be. Depending on the assumptions used, the impact
of the remedy might only add 0.2% to the liabilities of a typical LGPS fund but it
could add as much as 1%.

But whilst the impact at whole fund level is likely to be small, it may be more material
at individual employer level. The cost impact is likely to be higher for employers with
youthful membership profiles, as there is a greater likelihood of the underpin ‘biting’
for younger members.

The inclusion of McCloud in the national cost management mechanism will reduce,
or possibly even wipe out completely, the proposed package of benefit
improvements that had been due to take effect from 1 April 2019 in the LGPS in
England and Wales.

Aside from the funding cost, the costs to funds in terms of administration and
communications will be significant and is likely to run well into six figures for most
funds, in terms of extra FTE resource.

As set out in our response to question 3, we believe the government should provide
funding to cover funds’ additional administration and communications costs, bearing
in mind it proceeded to introduce the original underpin in the full knowledge that to
do so would contravene age discrimination legislation. The costs of remedying age
discrimination introduced into the LGPS by central government should not be met by
local taxpayers.

Yours sincerely

David Tucker
Technical Hub Manager
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Telephone: 033301 38493

Fax: 033301 33966

Internet: www.essexpensionfund.co.uk

E-Mail: pensionenquiries@essex.gov.uk

Office Hours: Monday to Thursday 8.30am to 5.30pm,
Friday 8.30am to 5.00pm
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. Appendix B
Essex Pension Fund

PO Box 11
County Hall
Chelmsford
Essex

CM1 1LX

)

Essex County Council

Exit Pay Consultation Your Ref:

Local Government Workforce and Pay Team

Ministry for Housing, Communities and Local Government Date: 30 October 2020
2nd Floor, Fry Building

2 Marsham Street

London SW1P 4DF

Sent by e-mail to: LGExitPay@communities.gov.uk

Dear Sirs,

Local Government Pension Scheme (England and Wales)
Reforming local government exit pay

The Essex Pension Fund welcomes the opportunity to comment on the
government’s proposals on the reform of exit payments in local government. We are
responding in our capacity as an Administering Authority within the scheme.

Whilst we generally welcome the proposals to amend the Local Government Pension
Scheme (LGPS) regulations to introduce the flexibilities required to implement the
exit payment cap, we believe the proposals go beyond what is necessary to
implement the exit payment cap in the LGPS.

The proposals for wider reform are extremely unhelpful to employers and
administering authorities at this time, go beyond the government’s original policy
objective of curbing excessive exit payments in the public sector and do not meet the
second stated objective relating to fairness and consistency across the public sector.

Also, the proposals will have a significant and unnecessary detrimental effect on the
compensation package for low paid employees whose exit payments are already
less than £95k. see our answer to questions 1 and 5 for further details.

Conflict between legislation

As the responsible authority for the LGPS, MHCLG has a duty to ensure that the
LGPS regulations remain fit for purpose and comply with the law.

The Restriction of Public Sector Exit Payments Regulations 2020 were signed off
into law on 14 October 2020 and are effective from 4 November 2020. This means
that from 4 November 2020 the LGPS Regulations 2013 will conflict with the
requirements of the Restriction of Public Sector Exit Payments Regulations 2020.
This will leave local government employers and LGPS administering authorities in an
impossible position and open to legal challenge whatever they do until such time as
the LGPS regulations are amended, which is not expected to be for several months.

We urge the Secretary of State to engage with his colleagues at HM Treasury
without delay and persuade them of the critical need to revoke or pause the
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Restriction of Public Sector Exit Payments Regulations 2020 whilst the necessary
changes are made to the LGPS regulations.

A step too far

The Government'’s original policy objective was to curb excessive exit payments in
the public sector. The additional reform was about fairness and consistency across
the public sector workforce, the other parts of which have, as yet, seen no changes.

Currently local government has lower severance calculations outside pensions than
the rest of the public sector and MHCLG’s proposals restricts these even further.

We believe these proposals are, in their current form, grossly unfair to local
government workers as members of other public sector pension schemes will not
have their exit payment double capped in the manner proposed by MHCLG. See our
answer to questions 1 and 5 for further details.

These proposals go far beyond the government’s original policy objective of curbing
excessive exit payments in the public sector and do not meet the second stated
objective relating to fairness and consistency across the public sector.

We strongly urge the Secretary of State to consider removing from the final
regulations the proposals to (a) reduce the strain on fund payment by the statutory
redundancy payment regardless of the amount of the strain on fund payment and (b)
remove any entitlement that an employee will have to their employer’s discretionary
compensation payment. Applying the £95k exit payment cap alone will achieve the
Government’s policy objective.

However, we strongly believe that the wider reform of exit payments should be
delayed until after the exit payment cap has been successfully introduced and then
only necessary changes, to allow for the implementation of the cap, should be made
to the LGPS.

Response to the consultation questions

Question 1:

Are there any groups of local government employees that would be more
adversely affected than others by our proposed action on employer funded
early access to pension?

The Government Actuary's Department has published a draft impact assessment of
these proposals. It provides that more female members are affected by the proposed
reforms because they make up a greater proportion of the workforce affected by the
changes. By the very fact that this proposal will impact on those aged 55 or over, it
will also adversely affect older workers.

The proposal around statutory redundancy pay being either deducted from the
pension strain cost resulting in a lower pension for life, or paid to the employee and
then paid into the pension fund in order to part-pay the strain on fund cost (even
where the payments would not otherwise breach the £95,000 cap) will have a
greater impact on lower paid workers, who are most in need of a cushion when
made redundant. A greater proportion of those will be women and/or part-time

workers. This is because their statutory redundancy pay entitlement will be closer to
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their actual pay than it will for higher paid workers whose weekly pay exceeds the
cap on a week’s pay (currently £538) for the purposes of calculating statutory
redundancy pay. Therefore, the employer’s strain on fund payment will, under this
proposal, be reduced by a disproportionately greater percentage for lower paid
workers than for higher paid workers.

We understand there are no proposals to introduce such a measure for any other
public sector workers, such as NHS staff and teachers; this being the case, we do
not believe there is any justification for this proposal for local government workers.
We urge the Secretary of State to remove this proposal from the final regulations.

As an example of the impact on a low earner, if we take an LGPS member aged 55
or over whose total package would be £65k under the current rules (£50k pension
strain, £5k statutory redundancy and £10k discretionary compensation). Under the
proposals, this employee would see his package reduced to £50k (if he took an
unreduced pension) or just £15k (if he takes a reduced pension or defers his
pension).

Question 2:

What is the most appropriate mechanism or index when considering how the
maximum salary might be reviewed on an annual basis?

The maximum salary should be increased in line with national average earnings.

Question 3:

Are there any groups of local government employees that would be more
adversely affected than others by our proposed ceiling of 15 months or 66
weeks as the maximum number of months’ or weeks salary that can be paid as
a redundancy payment?

The Government recognises that it is harder, and takes longer, for older people to
find work. Therefore, the proposed ceiling of 15 months’ pay will adversely affect
older employees more than younger ones as the compensation will, in many cases,
be insufficient to sustain them whilst they strive to obtain alternative employment.

To mitigate this, the government could consider a ceiling based on age possibly
starting lower for younger employees and increasing by age to 24 months’ pay for
older employees.

Question 4:

Are there any groups of local government employees that would be more
adversely affected that others by our proposal to put in place a maximum
salary of £80,000 on which an exit payment can be based?

£80,000 is a significant salary in local government so this will affect the most senior
positions. Considerable experience and skills will be required for such posts and so
this will be more likely to affect older workers, (more of them who are likely to be
male) although not exclusively so. It will affect professions and roles that are hard to
recruit in the sector and as such will weaken the reward package that local
authorities are able to offer.
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In respect of the level of the cap, no other part of the public sector has yet
implemented reforms in addition to the proposed £95,000 cap and we would wish to
see if this level of cap is reflected in other sectors. Our understanding is that in the
Civil Service Compensation Scheme there is a salary cap of £149,820 and the
reform proposals put forward by the government do not seek to alter this. We do not
see why a salary limit so much lower is appropriate for local government.

It is difficult to see how the impact could be mitigated, as any steps to enhance
compensation payments in another way, such as allowing a greater week’s pay
multiplier for employees earning more than £80,000 could leave the employer
vulnerable to discrimination claims from lower paid employees, who are likely to be
younger and of whom a greater proportion may be female. A waiver process would
allow local authorities to take individual circumstances into account and should be
considered.

Question 5:

Do you agree with these proposals? If not, how else can the Government’s
policy objectives on exit pay be delivered for local government workers?

The original policy objective was to curb excessive exit payments in the public
sector. The additional reform was about fairness and consistency across the public
sector workforce, the other parts of which have, as yet, seen no changes. These new
proposals will impact on all local government employees in two ways, before there
has been any wider public sector reform and regardless of salary level:

1. by reducing the strain on fund payment by the statutory redundancy payment
regardless of the amount of the strain on fund payment; and,

2. by removing any entitlement that an employee will have to their employer’s
discretionary compensation payment (which unlike other parts of the public
sector are modest).

The result will be a reduced pension going forward and only statutory redundancy
pay to support them during a time in which older workers may find it increasingly
difficult to find alternative employment. In particular, the provisions around statutory
redundancy pay being either deducted from the pension strain cost resulting in a
lower pension for life, or paid to the employee and then paid into the pension fund in
order to part-pay the strain on fund cost will hurt the poorest paid who most need a
cushion when made redundant. It also introduces a layer of unnecessary
administrative bureaucracy disproportionate to the situation.

The second stated objective relates to fairness and consistency across the public
sector. Currently local government has lower severance calculations outside
pensions than the rest of the public sector. However, MHCLG’s proposal restricts
these further, for example through the introduction of a salary cap of £80,000 while
the proposals for the civil service contain both higher calculation limits and a higher
salary cap of £149,820. In this light MHCLG’s proposals seem out of line with the
consistency objective.

We believe the proposal that ‘strain cost will be further reduced by the value of any
Statutory Redundancy Payment’ goes far beyond the Government'’s policy objective
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and is not necessary. For the reasons given in our answer to question 1, we urge the
Secretary of State to remove this provision from the final regulations.

Alternatively, there could be powers to waive elements of the further reform
proposals where they are likely to create undue hardship or create legal conflicts in
relation to disputes under statute or contract law that a local authority should have
the discretion to exercise (subject to appropriate transparency and reporting
provisions).

Question 6:

Do you agree that the further option identified at paragraph 4.8 should be
offered?

Yes, we agree with the proposal to grant employees the option to defer their pension
benefits and to receive the discretionary redundancy payment under their employer’s
redundancy scheme. We feel this is a necessary flexibility to allow employees a fair
choice.

Question 7:

Are there any groups of local government employees that would be more
adversely affected than others by our proposals?

As mentioned in our answers to questions 1, 3 and 5, the proposals will more
adversely affect both older employees and the poorest paid, impacting not just high
earners but low paid employees too.

The proposals will adversely affect all employees over the age of 55 in the LGPS.
Those with long service will be particularly affected because of the interrelationship
between strain on pension fund payments and other discretionary and statutory
redundancy payments.

As set out in our response to question 1, the majority of employees in local
government roles are women and many will be at the lower ranges of pay. The
proposals will affect all salary ranges as the GAD impact assessment illustrates.
They will have a greater effect in purely financial terms on longer serving higher
earners but may have a more significant impact on lower paid workers (and so
women and part-time workers) who may have greater need for a financial cushion.

To mitigate this adverse impact, we urge the Secretary of State to remove the
proposal that ‘strain cost will be further reduced by the value of any Statutory
Redundancy Payment’ from the final regulations and to consider a sliding scale
ceiling based on age, rising to 24 months’ or 104 weeks’ pay for older employees, as
the maximum number of months’ or weeks salary that can be paid as a redundancy
payment.

Question 8:

From a local government perspective, are there any impacts not covered at
Section 5 (Impact Analysis) which you would highlight in relation to the
proposals and/or process above?
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There is concern that a full impact assessment was not available at the
commencement of the consultation. The GAD impact assessment has since been
published in draft. However, that assessment does not identify the greater
proportionate impact that statutory redundancy pay being either deducted from the
pension strain cost, resulting in a lower pension for life, or paid to the employee and
then paid into the pension fund in order to part-pay the strain on fund cost, will have
on lower paid and part-time workers. In 5.6, there is no mention of the administrative
and systems costs to administering authorities which will be substantial, particularly
the added complexities which would result from the unfair and unnecessary proposal
that “Strain cost will be further reduced by the value of any Statutory Redundancy
Payment”.

Question 9:

Are these transparency arrangements suitably robust? If not, how could the
current arrangements be improved?

The transparency requirements in local government are established and would seem
adequate but we cannot speak of the consistency with similar requirements in other
parts of the public sector or across all workforces covered by these reform
proposals.

Question 10:

Would any transitional arrangements be useful in helping to smooth the
introduction of these arrangements?

These reform proposals will have a dramatic effect on some employees who will
have built current severance arrangements into their long-term planning. Therefore,
transitional provisions are appropriate.

Existing employees who prudently joined the Local Government Pension Scheme
will have based their retirement and contingency planning on the current rules of the
LGPS in respect of access to pension and their employer’s scheme in respect of a
redundancy payment. Those who are approaching, or are already in, the age bracket
whereby they are entitled to an unreduced pension and redundancy payment will be
particularly adversely affected by these proposals should they be made redundant,
particularly in the current economic climate. While no one has a right to be made
redundant, the current local government severance terms are an important part of
the benefits package and so of retaining some key staff. If the severance benefits
are removed, they might leave the sector for jobs in other areas with the immediate
benefit of higher pay.

In any event, in order to avoid a chaotic situation, there should be provision for
dealing with those employees already in redundancy/reorganisation situations.
Employers need some certainty when attempting to reorganise their workforces.
Maijor restructuring requires statutory periods of consultation with staff and
recognised trade unions under the provisions of the Trade Union and Labour
Relations (Consolidation) Act 1992, which includes details of severance packages
and also notice of any dismissals. Many employees, including those with long
service, will then require 12 weeks’ notice of dismissal. However, aside from those

statutory and contractual timescales, large scale reorganisation proposals can
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overall take more than a year to negotiate with employee representatives and
implement and it is crucial that there is a smooth transfer in leadership and
governance.

We note the draft Local Government Pension Scheme (Restriction of Exit Payments)
(Early Termination of Employment) (Discretionary Compensation and Exit Payments)
(England and Wales) Regulations 2020 contain transitional provisions which would
disapply the restrictions in the regulations where prior to the regulations coming into
force the parties had entered into an agreement to terminate employment within six
months of the regulations coming into force. However, that exemption should apply
where consultation processes have commenced prior to the regulations coming into
force, not just where an agreement has been entered into. The reason for this is that
many people may have already put in an immediate expression of interest to take
voluntary redundancy shortly after a consultation was launched, and that would have
been based on pre-reform redundancy payment rights. Having had those
expressions of interest the employer will then plan on that basis and remove others
from being ‘at risk’ under the redundancy process. However, it is often the case that
the actual agreement to terminate those taking voluntary redundancy is not entered
into until much closer to termination, which for the reasons set out above could be
some time later. If the transitional provisions remain as they are some employees
may withdraw their consent to take voluntary redundancy meaning employers would
have to go back and consult again, potentially putting ‘at risk’ again employees who
thought they were not going to be made compulsorily redundant. That has the
potential to create a chaotic and uncertain situation for all employees subject to the
redundancy consultation, not just for those who were to take voluntary redundancy.

Further, for the reasons set out above, in some cases a six-month time transitional
period will not be long enough. Accordingly, there needs to be a 12-month
transitional period. Six months is too short and will undermine a significant number of
redundancy exercises that are currently live or will be imminently live as authorities
seek to balance their 2020-1 budgets or undertake reforms under Local Government
Reorganisation plans. Given the demands councils face in the COVID-19 response
and preparing for EU transition, a failure to provide adequate transitional provisions
will result in a major distraction from providing frontline support to their communities
for authorities.

As the £95,000 cap will come into force before the MHCLG further reforms then,
subject to any HMT Directions which provide suitable transitional provisions and
waivers, guidance will be required for the interim period between the £95,000 cap
implementation and the MHCLG/LGPS further reform changes as it appears to
cause conflict between two sets of regulations.

Question 11

Is there any other information specific to the proposals set out in this
consultation which is not covered above which may be relevant to these
reforms?

The stated aims include consistency and fairness across the public sector and so a
comparison with other public sector severance schemes would be beneficial. In local
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government a sensitive balance is achieved between the rules of the Local
Government Pension Scheme which provides a contingency membership benefit to
contributing members who lose their job at an age when they may find it harder to
continue their career, and local authorities’ redundancy policies which provide, in
most cases, only a moderate sum to cushion the immediate blow of losing a job.
These proposals will mean that employees will have to choose between one or the
other.

One aim of this government policy was for greater consistency across the public
sector. To that end we would expect the proposals put forward by MHCLG to closer
reflect the proposals put forward by the Cabinet Office for the Civil Service. No
argument has been put forward that justifies significantly worse provision for the local
government sector. In comparison the three-week proposed limit on week’s multiples
will have little effect in the local government sector as severance provision in that
form is currently significantly below that limit, however, the higher salary limit of
£149,820 for the Civil Service will have a much more limited impact in that sector to
the £80,000 limit proposed by MHCLG.

Question 12

Would you recommend anything else to be addressed as part of this
consultation?

It should be made clear that the restrictions do not apply to TUPE protected benefits
and those transfers conducted in the spirit of the TUPE regulations “TUPE-like
transfers’ that are a common feature of reorganisation in local government.

As with the £95,000 cap, there should be scope for relaxation of the restrictions
where:

a. not exercising the power would cause undue hardship;
b. not exercising the power would significantly inhibit workforce reform;

c. commitments have legitimately been made by an authority in redundancy/re-
organisation processes before the changes come into force;

d. there is a value for money case.

Yours sincerely

David Tucker
Technical Hub Manager

Telephone: 033301 38493

Fax: 033301 33966

Internet: www.essexpensionfund.co.uk

E-Mail: pensionenquiries@essex.gov.uk

Office Hours: Monday to Thursday 8.30am to 5.30pm,

Friday 8.30am to 5.00pm
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Essex Pension Fund PSB 04

Strategy Board

Date: 16 December 2020

Update on Pension Fund Activity

Report by the Compliance Manager

Enquiries to Amanda Crawford 03330 321763

1. Purpose of the Report
1.1 To provide the Board with the latest Pension Fund Activity Report on:

2020/21 Business Plan;

e Budget;

e Scorecard as at 30 November 2020 this includes the investment measures
as agreed by the Investment Steering Committee (ISC); and

¢ Risk Management.

2. Recommendations

2.1 That the Board note the latest Pension Fund Activity Report.
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3.1

41

4.2

4.3

4.4

Latest Position

The latest Pension Fund Activity Report at Appendix A outlines the progress to
date against the Fund’s 2020/21 Business Plan and Budget, Scorecard and Risk
Management.

Key developments to note

Business Plan

The Business Plan update can be found in Section A of the Appendix to this
report. A summary of progress to date is shown in the table below:

Function Total | Complete | In
Progress
Governance 10 3 5
(0) (6)
Funding 6 3 1
(2) (0)
Investments 11 2 8
(1) (7)
Admin 9 2 6
(1) (7)
Comms 6 1 5
(1) ()
Total 42 11 25

The numbers in brackets represents to progress reported at the 23 September
2020 meeting.

Budget

The 2020/21 Budget vs Forecast is shown in Section B of the Appendix to this
report.

Scorecard

The Scorecard Exception report can be found at Section C of the Appendix to this
report.

For Members information, the Investment Measures as agreed at the 21 October
2020 ISC meeting have now been incorporated within the new Scorecard.
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4.5

4.6

4.7

4.8

4.9

5.1

6.

6.1

Annual Employer Returns

Due to Covid-19 and its impact on Fund Employers, a decision was made by the
Interim Director for Essex Pension Fund that the Charging Policy of the Fund
would not be enforced this year.

Despite this with Fund Officer support 99% of Fund employers submitted their
return by 31 May and passed all tolerance checks by 31 May (95% in 2018/19,
95% in 2017/18). Under the new Scorecard measures, the current status is green
(target 90%).

21 employers did not meet the requirements of the validation stage however
Officers have been actively working with those employers.

Risk Management

The Risk Management report has been provided at Section D of the Appendix to
this report.

The Fund’s Risk Register is monitored and updated on a regular basis as part of
business as usual, with some key risks being reviewed more regularly due to the
impact of the Covid-19 pandemic. No new risks have been identified or changes
made to the risk scores since the last meeting.

Link to Essex Pension Fund Objectives

Monitoring Pension Fund activity via the Business Plan, Risks and Scorecard
assists the Fund in achieving all of its objectives, and in particular:

e Provide a high-quality service whilst maintaining value for money;
¢ Understand and monitor risk and compliance; and

e Continually measure and monitor success against our objectives.

Risk Implications

Key risks are identified at Appendix A within the Risk Management section of the
report.
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7.1

8.1

9.1

9.2

Communication Implications

Other than ongoing reporting to the Board, there are no communications
implications.

Finance and Resources Implications

To deliver the activities outlined in the Business Plan for 2020/21 a Budget of
£4.62m has been approved which includes an operational internal budget of
£3.31m and a budget allocation for third party provider support/advice of £1.31m.
This will be periodically kept under review.

Background Papers

Update on Pension Fund Activity, PSB 06, 23 September 2020.

Annual Returns 2018/19 Update, PSB 13, 11 September 2019.
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Communications

Update on

P '
~ ~ Contents:
F u n d ACt IVIt Section A: Business Plan Progress Update
Section B: Budget vs Forecast Update

Section C: Scorecard Update
Section D: Risk Management

01 September 2020 — 30 November 2020




Section A

2020/21

Business Plan
Progress Update

01 September 2020 — 30 November 2020




Strategic BAU & Key Priorities

Essex Pension Fund

\ Of 42 Priorities

m Completed m®In Progress m Delayed m Notduetostart = Not Applicable

Funding Investments  Administration

Governance t U U. Communications
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1. Progress - Governance

Strategic BAU & Key Priorities

Key '
. P: Previous
1. Agree 2021/22 Business Plan & Budget .. C Current ‘

.. Strategic BAU & Key Priorities

2. Development & Implementation of Risk Management
Strategy

3. LGPS Reform

4. Implementation of Members’ knowledge and understanding
e  Training Needs Analysis
*  Review the revised Training Strategy (Knowledge & Skills)

5. Development of Business Continuity Policy, Plan (including
Cyber security) and Testing

6. Commencement of Governance Review and Effectiveness
Survey

7. Annual Review of Governance related Policies including the
Governance Policy and Compliance Statement

8. Annual Statement of Accounts including compliance with
CIPFA requirements
9. Annual review of Terms of Reference for PSB/ISC/PAB .. :
m Completed ® In Progress

: . Delayed Not due to start
10. Development & Implementation of Breaches Policy clayed = Not due to star
Not Applicable
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2. Progress - Funding

ap
£\

Strategic BAU & Key Priorities

Strategic BAU & Key Priorities

1. Implementation of the outcome of the Actuarial
Valuation in line with the Fund’s Funding Strategy
Statement

2. Annual Interim Funding review
3. Funding Strategy Statement review

4. Employing Authority discretions and delegations
review

5. Employer Risk review

6. Undertake Interim review of the Fund’s Actuary

m Completed = In Progress
m Delayed m Not due to start
= Not Applicable
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3. Progress - Investments

Strategic BAU & Key Priorities

1. Strategic Asset Allocation review

R

Strategic BAU & Key Priorities

2. Commencement of Institutional Investment
Consultant procurement

3. Institutional Investment Consultant — CMA review

4. Implementation of Independent Investment Adviser
procurement

5. Commencement of Global Custody procurement
6. Asset/Liability Study

7. Investment Strategy Statement review including
Responsible Investment (RI) Policy

8.2021/22 Treasury Management Strategy review

9. ACCESS collaboration

10. Individual Manager review

m Completed ® In Progress
m Delayed m Not due to start
= Not Applicable

11. Review of CEM Benchmarking / Cost Transparency
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4. Progress - Administration

Strategic BAU & Key Priorities

1. LGPS Reform — Planning for Administration changes:
* Unpausing of Cost Cap
* £95k Cap
e Goodwin

Strategic BAU & Key Priorities

2. Review/Procure a Administration System Provider

3. Review and implementation of Pensions Single
Payments provider

4. Greater Digitalisation of the Fund including Member
Online, Employer Online and Retire Online

5. McCloud Preparation / Implementation

6. Development of Monthly Returns Digital
Transformation

7. Data Improvement Plan --

8. Participation in National Fraud Initiative

9. Monthly Bulk Leaver / Retire Online
development/implementation
Page 51 of 19
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5. Progress - Communications "

Strategic BAU & Key Priorities

PlC
1. LGPS Reform: Strategic BAU & Key Priorities
e Unpausing of Cost Cap
e £95k Cap
e Goodwin

2. Greater Digitalisation of the Fund including the
exploration of Electronic Communications therein

3. McCloud Implications
4. Social Media Channel Exploration
5. Commencement of the Website review

6. Annual Benefit Statements review and development --

m Completed ® In Progress
m Delayed m Not due to start
= Not Applicable
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Communications

Administration

Governance

Strategic BAU & Key
Priorities

1. Agree 2021/22 Business Plan
& Budget

2. Development &
Implementation of Risk
Management Strategy

3. LGPS Reform

4. Implementation of Members’

knowledge and understanding

* Training Needs Analysis

* Review the revised Training
Strategy (Knowledge & Skills)

5. Development of Business
Continuity Policy, Plan (including
Cyber security) and Testing

6. Commencement of
Governance Review and
Effectiveness Survey
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Commentary

2020/21 Business Plan & Budget was agreed
at the 4 March 2020 PSB meeting. The
2021/22 Business Plan & Budget process will
commence in Q4 2021.

Complete.

Ongoing. Development periodically reviewed
throughout the year.

Agenda Item 6 of the 16 December 2020 PSB
Agenda Pack includes the revised Knowledge
and Skills Strategy and Training Plan for
approval.

In consultation with the Independent
Governance & Administration Adviser (IGAA),
the outcome of the review will be reported to
the PAB at their 16 December 2020 meeting.

This is due to commence in Q4 2020/21.



Strategic BAU & Key Commentary
Priorities

7. Annual Review of Governance
related Policies including the
e Governance Policy and
Compliance Statement

The annual review of the Governance Policy

Governance and Compliance Statement has commenced.

Administration

8. Annual Statement of
Accounts including compliance
with CIPFA requirements

Complete.

9. Annual review of Terms of
Reference for PSB/ISC/PAB

Commenced in conjunction with the annual
review of the Governance Policy and
Compliance Statement.

10. Development & Complete.
Implementation of Breaches

Policy
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Communications

Administration

Governance

Strategic BAU & Key
Priorities

1. Implementation of the
outcome of the Actuarial
Valuation in line with the Fund’s
Funding Strategy Statement

2. Annual Interim Funding
review

3. Funding Strategy Statement
review

4. Employing Authority
discretions and delegations
review

5. Employer Risk review

6. Undertake Interim review of
the Fund’s Actuary
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Commentary

Complete.

Complete. Agenda item 7 of the 16 December
2020 PSB meeting provides the outcome of
the Annual Interim Funding Review.

Complete.

Periodically reviewed as and when required.

Periodically reviewed as and when required.

This review has commenced and the outcome
will be reported to the PSB at their 17 March
2021 meeting.



Communications

Administration

Governance

Strategic BAU & Key
Priorities

1. Strategic Asset Allocation
review

2. Commencement of
Institutional Investment
Consultant procurement

3. Institutional Investment
Consultant — CMA review

4. Implementation of
Independent Investment
Adviser procurement

5. Commencement of Global
Custody procurement
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Commentary

The Strategic Asset Allocation review is
conducted on a Biannual basis and is reported
to the ISC for decisions to made as and when
required. A review of the Fund’s investment
managers’ as at 31 March 2020 was
presented to the July 2020 ISC meeting. A
follow-up review will take place during
February 2021.

This procurement has commenced with an
update being provided to the ISC at their 20
January 2021 meeting.

The CMA review for 2020/21 has been
arranged for 14 December 2020. The
outcome will be reported to the 20 January
2021 ISC meeting.

Commenced. The ISC Appointment-Sub
Committee will interview shortlisted
candidates on 9 December 2020. The
outcome will be reported to the ISC at its 20
January 2021 meeting.

The Fund is working with the National LGPS
Framework colleagues on populating the
providers on the Custody Framework. The
timetable is on target for a go live of February
2020. The Fund is on schedule to commence
procurement during Q4 2020/21.



Communications

Administration

Governance

Strategic BAU & Key
Priorities

6. Asset/Liability Study

7. Investment Strategy
Statement review including
Responsible Investment (RI)
Policy

8.2021/22 Treasury
Management Strategy review

9. ACCESS collaboration

10. Individual Manager review

11. Review of CEM
Benchmarking / Cost
Transparency
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Commentary
Preliminary work has commenced with the

outcome to be reported in Q4 2020/21.

Complete.

The 2021/22 Treasury Management Strategy
review will commence in Q4 2021.

Ongoing.

Progress periodically reported to each ISC
meeting.

Complete.



Communications

Administration

Governance

Strategic BAU & Key
Priorities

1. LGPS Reform — Planning for
Administration changes
* Unpausing of Cost

Cap
* f£95k Cap
* Goodwin

2. Review/Procure a
Administration System Provider

3. Review and implementation
of Pensions Single Payments
provider

4. Greater Digitalisation of the
Fund including Member Online,
Employer Online and Retire
Online
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Commentary

Agenda Item 3 of the 16 December 2020 PSB
includes an update in regard to the Fund’s
responses to the £95k Cap and McCloud
MHCLG Consultations.

Complete.

New timeline to be agreed in line with ECC
Corporate Systems Project.

Ongoing. An update was provided to the
Board at the 11 November 2020 “Back to
basics” Training Day.



Communications

Administration

Governance

Strategic BAU & Key
Priorities

5. McCloud Preparation /
Implementation

6. Development of Monthly
Returns Digital Transformation

7. Data Improvement Plan

8. Participation in National
Fraud Initiative

9. Monthly Bulk Leaver / Retire
Online development /
implementation
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Commentary

Agenda Item 3 of the 16 December 2020 PSB
includes an update in regard to the Fund’s
response to the MHCLG Consultation.

The Fund is on target to complete the
development of the facility for the Fund
Employers’ to provide Monthly Returns
digitally by the end of 2021/22.

In progress.

Complete.

In progress.



Communications

Administration

Governance

Strategic BAU & Key
Priorities

1. LGPS Reform:
* Unpausing of Cost

Cap
* f£95k Cap
* Goodwin

2. Greater Digitalisation of the
Fund including the exploration
of Electronic Communications
therein

3. McCloud Implications

4. Social Media Channel
Exploration

5. Commencement of the
Website review

6. Annual Benefit Statements
review and development
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Commentary

Agenda Item 3 of the 16 December 2020
PSB includes an update in regard to the
Fund’s responses to the £95k Cap and
McCloud MHCLG Consultations. These have
been shared with Fund Employers.

In progress. The Fund have secured a
LinkedIn account and are in the process of
securing a YouTube account.

In progress. The Fund will continue to
communicate with Employers and updates
on the latest developments will be provided
throughout the year.

In progress. The Fund have a LinkedIn Social
Media Channel and are now exploring the
use of a YouTube Channel to enable training
webinars for Employers and/or Members to
view as and when required.

The website review is in progress and is due
for completion by the end of 2021/22.

Complete.



Section B

2020/21
Budget vs Current

Forecast
Progress Update

Date produced: 30 November 2020




EPF Budget vs Forecast 2020/21
Q3 Progress Update

Current

Variance
(Under)/

EPF Budget Forecast Overspend

Underspend,
1.5%

Forecast,
98.5%

Rating Progress Update
Commentary

Continue to forecast a slight
underspend against EPF 2020/21
Budget.

The Forecast is based on the Fund'’s
current FTE staffing structure and
does not reflect the impact of the
recent LGPS Reform announcements
on the Fund'’s staffing resources and
systems.

A Resource Impact Assessment and
Gap Analysis is in progress to assess
the affect on delivery of statutory
duties. At this stage we anticipate
little impact to the current Budget.
However, the assessment will inform
assumptions in regard to
formulating the 2021/22 Budget.
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Variance
against Budget
G




Operating

EPF Budget 2020/21: £4.62m

Governance

Funding

Investments

Administration

£3.31m (71.7%)

Underspend, £0.08m (2.4%)  Underspend, £0.03m (16.7%) Underspend, £0.03m (37.5%) Underspend, £0.03m, (6.2%)

Forecast,
£3.23m
(97.6%)

£0.18m (3.9%)

Forecast,
£0.15m
(83.3%)

£0.08m (1.7%)

orecast,

£0.05m
(62.5%)

£0.48m (10.4%)

Forecast,
£0.45m
(93.8%)

Variance against Budget: Rating

£0.57m (12.3%)

Overspend, £0.10m, (17.5%)
| rttH

Forecast,
£0.67m
(117.5%)

EPF Staffing Budget slight
underspend due to 1 FTE
vacancy for half the year.
This vacancy has now
been filled. The budget
line also includes
travel/conferences
expenses. In the current
climate with the
continued reliance on
virtual, rather than
physical
meetings/conferences an
underspend is still
forecast.

Underspend due to
cancellation of June
PSB/PAB and July training
day and the current
reliance on virtual
meetings. Advice for the
second half of the year
currently within Budget.

Budget Commentary

Budget line includes
actuarial and legal advice.
Actuarial advice currently
significantly under
Budget. This is due to the
Employer Team being in a
position to undertake
some of the funding work
internally with advice
utilised only as and when
required.
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Continue to forecast a
slight underspend for the
year. Budget line contains
a contingency for
additional advice/work
on Responsible
Investment.

Current forecast reflects
the new contract terms
of Civica (administration
system provider) contract
that commenced in late
August. As part of the call
off from the LGPS
Framework the Fund is
required to pay a one off
fee in regard to licencing
and hosting. These costs
were not fully anticipated
when formulating the
2020/21 Budget.



2020/21
Scorecard

Update

01 September 2020 - 30 November 2020




Current

Status

Governance

Funding

Investment

Administration

Communications

Progress towards meeling EPF objectives

40
35
30
25
20
15
10

Measuring against objectives - summary

®m Number of

measures on or
meeting target

1 Number of

measures missing

target but within
suitable tolerance
B Number of
L I 1 measures missing
. . target
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Movements since previous
Scorecard

Governance Funding Investment Administration Communications

last Quarter last Quarter last Quarter last Quarter

l I No movements since No movements since No movements since No movements since

The numbers on the arrows represent the number of measures moving each way

Movements during the period 01 September 2020 to 30 November 2020




Exceptions - Governance

Score as at Score as at
30

Measure 31 2A(\)uzlc?*)ust November
2020

Since 1 September to 30 November, 1 PSB & PAB on 23
September and 1 ISC on 21 October, with all meeting
minutes issued by the required deadline. 0% was
reported to 23 September PSB.

All new PSB/ISC/PAB Members have received their
induction training.

1.2.4 % of Board/Committee minutes uploaded to
internet within 12 working days after meetings

1.3.3. All new PSB, ISC, PAB members have internal
induction training carried out within 3 months of
confirmed appointment

For 23 September 2020 this was 53% red. The Training
Credits in the revised Training Strategy have been
reviewed as the current credits target is not deemed as
achievable.

For the 23 September 2020 meeting, 2 PAB Members
were unable to attend.

1.3.10. PAB Members achieved required training credits
within a rolling 2-year period

1.3.11. % attendance at meetings by PAB

The Fund have now received all annual declarations from
Board/Committee Members.

1.5.3. EPF declaration forms completed or reaffirmed by
PSB/ISC and PAB Members with Third Party Transactions
Declarations completed to fulfil the statutory
requirements for the production of the Fund’s Financial
Statements on an annual basis
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Exceptions - Funding i‘v

Score as at

S t
core as a 30

Measure 31 August November Detail
2020

2020

The Fund now has one liquidation in progress as a result

of Covid-19, the value at this stage is unknown and will
be shared with the PSB at a future meeting.

2.6.1. Potentially unrecoverable deficit due to employers
leaving scheme (as a percentage of Total Fund deficit)
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Exceptions - Administration

Score as at TG B el
30

Measure 31 August November Detail
2020

2020

4.2.1 % of contributing employers submitting timely Previous score reported to 23 September PSB was
payments 98.5% “
4.2.2. % of employers submitting employer Previous score reported to 23 September PSB was

contribution amounts in accordance with rates and 99.8% “
adjustments certificate
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Section D

2020/21

Risk Managemen
Update

01 September 2020 — 30 November 2020




Essex Pansion Fund

Almost

Certain
(4)

Likely
(3)

Possible
(2)

Unlikely
(1)

Minor Moderate Critical

(1) (2) (4)

Probability

Current

Status

mpact
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(No. in brackets represents the previous scores reported to the 23 September PSB)

The Exception Report only shows those that have not yet reached their target score.




Assessments

BAU

Risk

G3. Lack of expertise,
insufficient knowledge
and maintenance of
PSB/ISC/PAB

G14. Regulatory Risks
impacting on
Investments, Funding and
Administration

A3. Failure to pay people
at right time in right
amount
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Reported at 23 As at 30
September PSB November 2020

4 (Yellow) 4 (Yellow)
Risk has been partially As previous.
mitigated due to the

appointment of the

Employer Representative

on the PSB.

6 (Yellow) 6 (Yellow)

Imminent risk has now Pending BACS Cloud
been mitigated effectively ~ Procurement update.
however a lower risk still

remains due to further

BACs Cloud procurement/



1. Exceptions - Governance

Risk Details

G14. Regulatory risks impacting on Investments, Funding and

Administration:

- McCloud, Cost Cap, £95k Cap and Goodwin - MHCLG
Consultations likely to impact on the Fund i.e. resources to

deliver the required outputs;

- Academisation of Schools, the possibility of Multi-academy
Trust (MAT) breakups and cross fund movements with
potential for further schools to convert to academy status and
MATs to breakdown leading to additional governance and

administration risk;

- Current cost management review where a flawed process will
result in better benefits for scheme members that will mean
employers having to pay more than they otherwise would have;

- Superannuation Contributions Adjusted for Past Experience
(SCAPE) rate changes that will significantly increase transfer
values paid out (increase of liabilities) and impact on the
Funding Strategy via s13 which could mean unforeseen
increases to employer contributions;

- Increased centralisation of the Local Government Pension
Scheme (LGPS) and HM Treasury taking all the assets /

structural change;

Controls / Mitigations

Regular communications with
schools to understand their
intentions.

Essex Pension Fund (EPF) and
their Advisers are actively
involved in the development
of the LGPS.

EPF monitor the current and
new regulations and
correspondence from
Ministry of Housing,
Communities and Local
Government (MHCLG) and
Local Government Association
(LGA).

EPF keeps abreast of
developments, participating
in consultations and
collaborating with other
Funds.

EPF utilise the expertise of
their Independent
Administration and
Governance Adviser (IGAA)
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1. Exceptions - Governance

Risk Details

G14 continued.
- Guaranteed Minimum Pension (GMP) equalisation resulting
in potentially additional costs and/or administration;

- National Pensions Dashboard resulting in major changes to
data provision;

- Separation of the Fund from the Administering Authority;

- Government intervention in Fund asset allocation decisions.

G9. Failure to undertake business as usual service due to events
outside of Essex Pension Fund (EPF) control resulting in loss of
service provision

Current
Rating
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Controls / Mitigations

McCloud Working Group
established and initial
communications issued to
Employers to ensure data is
retained.

EPF Business Continuity Plan
(BCP) in place.

EPF BCP regularly tested
including call cascades and
desk-top exercises.

. Testing is recorded and

monitored.

Essex County Council (ECC)
also exercise their BCP which
includes EPF.




4. Exceptions - Administration

Risk Details

Current

Controls / Mitigations

Ve

Al. Failure to administer scheme correctly in line with all
relevant Regulations and policies owing to circumstances such
as, but not limited to:

- lack of regulatory clarity;
- system issues;
- insufficient resources.

Rating

Essex Pension Fund (EPF)
ensure the System complies
with the latest regulatory
requirements through:
Technical Hub help to
translate regulations and
ensure new systems meet
regulatory requirements;
Robust testing for system
changes

Linking to knowledge and
information from software
supplier and other Local
Government Pension Scheme
(LGPS) clients using the same
administration software.

EPF management monitor
workload through reporting
and align with business plan
to ensure sufficient resources.
EPF have clear business
continuity plans including
disaster recovery and
management succession
planning in place.

6



vay

4. Exceptions - Administration

Risk Details Controls / Mitigations

A3. Failure to maintain proper records leading to inadequate 6 6 1. Data cleansing exercises take
data resulting in failure to pay the correct pensions to the right place at least annually or as
people at the right time. and when required. Common

and Scheme Specific data
checks are carried out.

2. Essex Pension Fund (EPF)
ensure the System is tested
regularly to ensure
compliance with regulations.

3. Robust checking and
validation of data takes place
in calculations and receipt of
information from employers.

4. EPF ensures staff are
adequately trained by
developing and implementing
training plans along with
encouraging staff to
undertake professional
qualifications.

5. Payroll is conducted earlier
than required to allow issues
to be rectified prior to
payment.
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4. Exceptions - Administration

Risk Details Controls / Mitigations

vay

A3 Continued. 6 6 6. Liaise with Essex County
Council (ECC) Supplier and
Service team to ensure ECC
BACS system is secure,
reliable and up-to-date with
required software on an
ongoing basis. There is
reliance on ECC BACS
software solution to ensure
payroll is completed at the
right time.
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Essex Pension Fund PSB 05

Strategy Board

Date: 16 December 2020

External Audit 2019/20: Essex Pension Fund Audit Completion Report

Report by the Interim Director for Essex Pension Fund

Enquiries to Jody Evans 03330 138489
1. Purpose of the Report

1.1  To present BDO LLP’s Audit Completion Report in relation to the 2019/20
external audit of the Essex Pension Fund (EPF).

2. Recommendation.

2.1 That the Board should note the content of the report.
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3.1

3.2

4.1

4.2

5.1

5.2

Background

The responsibilities of auditors are derived from statute, principally the Local
Audit and Accountability Act 2014 and from the National Audit Officer (NAO)
Code of Audit Practice.

The Code of Practice requires BDO to report to those formally charged with
governance on the work they have carried out to discharge their statutory audit
responsibilities. To this end the Audit, Governance and Standards Committee
(Audit Committee) has ultimate responsibility for the governance of Essex
County Council (ECC).

2019/20 External Audit

At its September meeting, the Board was provided with BDO LLP’s 2019/20
EPF Audit Plan. In addition, it was explained that due to pressure on local
authorities to deal with the Covid 19 pandemic a revised audit timetable for
ECC and EPF had been agreed with BDO.

The revised timetable agreed was annual draft accounts presented for external
audit by 30 June and for the publishing of final audited and approved accounts

by 30 September. These dates were within the Government’s revised statutory
deadlines of 31 August (previously 31 May 2020) and 30 November (previously
31 July 2020) respectively.

Accounts Closure & BDO External Audit Completion report

At this meeting it was confirmed that the Fund had successfully closed the
accounts in accordance with the Fund’s year-end closure timetable and ECC'’s
revised timetable and were presented to the auditors by the 30 June deadline.

BDO commenced the external audit on 6 July 2020. However, a loss of
planned and booked resource in the early phase, resulting in the audit
becoming delayed and behind schedule. As a result, BDO was not in a position
to issue their audit completion reports and their opinions at the Audit
Committee on 28 September 2020 as originally planned.

Page 80 of 196



5.3

54

6.1

71

8.1

A further meeting of the Audit Committee was arranged for 16 November 2020.
Unfortunately, further delays in completing ECC’s audit resulted in BDO only
being in a position to provide an update at that meeting on the status of both
audits. Again, as a result they were not be in a position to issue their opinion on
the Fund’s accounts as this was dependent on the completion of ECC’s audit.

A further meeting was arranged for 30 November 2020. At this meeting BDO
presented their completions reports and ECC and the Pension Fund Accounts
were both approved and issued with an unqualified opinion. BDO’s Audit
Completion Report for EPF is provided at Appendix A.

Pension Fund Annual Report & Accounts 2019/20

Following this meeting, the Pension Fund Annual Report & Accounts were
approved by the Chairman of the Board and were subsequently uploaded to
the Essex Pension Fund website by the statutory deadline of 1 December
2020.

Link to Essex Pension Fund Objectives
Audit work assists the Fund in achieving a number of its objectives, including:

e ensuring the Pension Fund is managed and its services delivered by
people who have the appropriate knowledge and expertise;

e act with integrity and be accountable to our stakeholders;
¢ understand and monitor risk and compliance; and

e provide a high-quality service whilst maintaining value for money.

Risk Implications

Audit work is a means of both identifying and mitigating risk.
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9.1

10.

10.1

Communication Implications

Other than ongoing reporting to the Board and ECC’s Audit, Governance and
Standards Committee, there are no communications implications.

Finance and Resources Implications

As highlighted in the attached Audit Completion Report, the charge to the Fund
in 2019/20 was £40,500 (2018/19: £29,575), of which £12,250 (2018/19:
£5,500) is recharged back to those employers in respect of assurance required
for IAS19 purposes. This fee was £750 more than originally communicated to
the Board and relates to the additional work around IAS19 assurance requests.

Background Papers
BDO LLP Audit Completion Report: Year ended 31 March 2020.
The Local Government Pension Scheme (Administration) Regulations 2008.

The National Audit Office’s Code of Audit Practice.
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Appendix A

Report to the Audit, Governance and Standards Committee

ESSEX PENSION FUND

Audit Completion Report: year ended 31 Mz
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WELCOME

We have pleasure in presenting our Audit Completion Report to the Audit,
Governance and Standards Committee. This report is an integral part of our
communication strategy with you, a strategy which is designed to ensure
effective two way communication throughout the audit process with those
charged with governance.

It summarises the results of completing the planned audit approach for

the year ended 31 March 2020, specific audit findings and areas requiring
further discussion and/or the attention of the Audit, Governance and
Standards Committee. At the completion stage of the audit it is essential
that we engage with the Audit, Governance and Standards Committee on the
results of our audit of the financial statements comprising: audit work on
key risk areas, including significant estimates and judgements made by
management, critical accounting policies, any significant deficiencies in
internal controls, and the presentation and disclosure in the financial
statements.

We look forward to discussing these matters with you at the Audit,
Governance and Standards Committee meeting and to receiving your input.

In the meantime if you would like to discuss any aspects in advance of the
meeting we would be happy to do so.

We would also like to take this opportunity to thank the management and
staff of the Pension Fund for the co-operation and assistance provided during
the audit.

David Eagles, Partner
for and on behalf of BDO LLP, Appointed Auditor

16 September 2020

David Eagles
Engagement lead

t: +44(0)1473 320728
m: +44(0)7967 203431
e: David.Eagles@bdo.co.uk

Nuwan Indika
Audit Manager

t: +44(0)1473 320807
m: +44(0)7966 243886
e: Nuwan.Indika@bdo.co.uk

Joe Smith
Audit senior

t: +44(0)1473 320883
e: Joe.Smith@bdo.co.uk

The contents of this report relate only to those matters which came to t%n d¢f1g| ??:onduct of our normal audit procedures which are designed primarily for the purpose of expressing our
the Use of the Audi

opinion on the financial statements. This report has been prepared solely

it, Governance and Standards Committee and Those Charged with Governance and should not be shown to

any other person without our express permission in writing. In preparing this report we do not accept or assume responsibility for any other purpose or to any other person. For more information on our

respective responsibilities please see the appendices.

Essex Pension Fund: Audit Completion Report for the year ended 31 March 2020
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OVERVIEW

Executive summary

This summary provides an overview
of the audit matters that we believe
are important to the Audit,
Governance and Standards
Committee in reviewing the results
of the audit of the financial
statements of the Pension Fund for
the year ended 31 March 2020.

It is also intended to promote
effective communication and
discussion and to ensure that the
results of the audit appropriately
incorporate input from those
charged with governance.
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Overview

Our audit work is substantially
complete and subject to the
successful resolution of outstanding
matters, we anticipate issuing our
opinion on the financial statements
for the year ended 31 March 2020 in
line with the revised timetable.

Outstanding matters are listed on
page 35 in the appendices.

There were no significant changes to
the planned audit approach and no
additional significant audit risks
have been identified.

No restrictions were placed on
our work.

Audit report

We anticipate issuing an unmodified
audit opinion on the financial
statements.

The financial statements include
disclosures about a material
valuation uncertainty in respect of
directly held properties due to the
impact of Coronavirus (Covid-19).
We anticipate including an Emphasis
of Matter paragraph in our audit
report, referring to this material
valuation uncertainty. This does not
represent a qualification of the
opinion, but sign-posts the reader to
certain disclosures in the financial
statements that we consider are key
to understanding the financial
statements.

Essex Pension Fund: Audit Completion Report for the year ended 31 March 2020
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THE NUMBERS

Executive summary

Contents
Introduction
Overview

The numbers

Final materiality

Final materiality was determined
based on 1% of net assets. Specific
materiality (at a lower level) was
set for the fund account balances
(excluding changes in market value
of investments) and this was based

FINANCIAL STATEMENTS OVERALL MATERIALITY

CLEARLY TRIVIAL
£1.4m

Material misstatements

We did not identify any material
misstatements.

Unadjusted audit differences

We identified two audit adjustments
that, if posted, would increase the
‘Net decrease in the assets available

2020
MATERIALITY

£66m

Other matters on 7.5% of gross expenses in the

Financial statements Fund Account.

Audit differences
Other reporting matters

Control environment

Following receipt of the draft
financial statements for audit we
updated the materiality figures. This
decreased the materiality from
£70m to £66m. Specific materiality

Unadjusted differences vs. materiality

for benefits during the year’ in the
Fund Account and decrease ‘Net
assets of the scheme available to
fund benefits’ in the Net Asset
Statement by £19,123k.

Audit report

for Fund Account was increased
Independence and fees from £24m to £25m.

FUND ACCOUNT SPECIFIC MATERIALITY

CLEARLY TRIVIAL
£1.2m

Appendices contents

2020
MATERIALITY

£25m

Unadjusted differences vs. materiality
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OTHER MATTERS

Executive summary

Financial reporting

« We have not identified any non-compliance
with accounting policies or the applicable
accounting framework.

« No significant accounting policy changes have
been identified impacting the current year.

« Going concern disclosures are deemed
sufficient.

« We are yet to review the annual report to
ensure that the information included in the
annual report is consistent with the financial
statements and our knowledge acquired in the
course of the audit.

Other matters that require discussion or
confirmation

« Confirmation on fraud, contingent liabilities and
subsequent events.

o Letter of Representation.
Independence

We confirm that the firm and its partners and staff
involved in the audit remain independent of the
Pension Fund in accordance with the Financial
Reporting Council’s (FRC's) Ethical Standard.
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FINANCIAL STATEMENTS
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CORONAVIRUS

The effects on year-end reporting and auditing

The emergence and spread of Coronavirus has had an effect on business and
markets around the world. Guidance is now available to assist in identifying
the potential corporate reporting and auditing issues and consequences of
the virus, and there have been a number of Local Government specific
issues, including relaxations to accounts preparation and audit timetables.

However, given the fast moving and ever changing nature of the situation,
aspects of this corporate guidance will change over time. The outbreak is an
in-year event and will impact the valuations, estimations and disclosures
reflected in the financial statements for periods ending on or after 31 March
2020.

Going concern

In respect of going concern, directors are required to consider events that
have occurred both before and after the balance sheet date when
determining whether there is a material uncertainty over the ability to
continue as a going concern. Consequently, forecast financial information,
sensitivity analysis (which may require additional and/or different potential
variances to be included) and compliance with bank and other covenants will
need to factor in the estimated effects of the Coronavirus pandemic.

A common approach that is developing, and which BDO is encouraging from
directors, in relation to each set of financial statements that is prepared for
audit is:

« The assessment of going concern directors are required to undertake
needs to explicitly consider the impact of Coronavirus to accommodate
the uncertainty prevailing and must cover the period of at least 12
months from the date of signing the financial statements. The assessment
may not be limited to this period if there are foreseen events or
conditions beyond this period which may influence the economic
decisions of users.
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» The assessment needs to consider the entity’s resilience through three
lenses - operational capability (closed locations, reduced workforce
through illness, breakdown in supply chain), demand for services (effect
on income and expenditure) and structural finance (liquidity and access
to committed facilities).

o |If the directors consider that there are material uncertainties, this will
need to be referenced in the relevant disclosure and will result in a
material uncertainty reference in the audit report (albeit the audit
opinion is not qualified).

» The going concern disclosures in the basis of preparation note in the
financial statements will also need to be enhanced.

Within local government, the Government’s commitment to ensure that local
authorities are adequately compensated for additional expenditure incurred
or income lost directly as a result of the Coronavirus pandemic, removes
some of the uncertainty faced by non-public sector entities. However, the
directors’ assessment of going concern, and associated disclosures in the
financial statements, are still expected to fully consider and record the
impact of Coronavirus.

The auditor’s review of directors’ assessments must be greater than normal,
will require more evidence, and will continue to be performed through to
the point of signing the audit report.

Essex Pension Fund: Audit Completion Report for the year ended 31 March 2020
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CORONAVIRUS 2

The effects on year-end reporting and auditing

Financial reporting implications
Valuations of financial and non-financial assets and liabilities:

Data used in valuations of financial and non-financial assets and liabilities
should be based on forecasts, projections and assumptions that were
reasonable and supportable at the balance sheet date. For 31 March 2020
year ends, given that the significant development and spread of Coronavirus
occurred within the financial year and that the World Health Organisation
announced a global health emergency on 31 January 2020, the estimated
impact of the Coronavirus pandemic will need to be factored into this data.

Pension Fund Annual Report

Pension Funds will need to monitor developments and ensure that they are
providing up-to-date and meaningful disclosures when preparing their Annual
Reports.
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Other guidance

The National Audit Office (NAO) has published a Guide for Audit Committees
on financial reporting and management during the Cornavirus pandemic. This
guide aims to help Audit Committee members support and challenge the
organisations they work with in the following areas:

e Annual reports

« Financial reporting

« The control environment
o Regularity of expenditure.

In each section of the guide, the NAO has set out some questions to help
Audit Committee members understand and challenge activities. Each section
can be used on its own, although the NAO would recommend that audit
committee members consider the whole guide, as the questions in other
sections may be interrelated.

The guide may also be used as organisations and Audit Committees consider
reporting in the 2020/21 period when more specific and detailed reporting
on the outbreak will be required.

The guide is available through the following link:

https://www.nao.org.uk/report/guidance-for-audit-and-risk-committees-
on-financial-reporting-and-management-during-covid-19/

Essex Pension Fund: Audit Completion Report for the year ended 31 March 2020
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CORONAVIRUS 3

The effects on year-end reporting and auditing

Gontents Implications for auditors
Introduction Risk assessment: Sufficient and appropriate audit evidence:
Executive summary « The impact of Coronavirus on going concern is a risk focus area for the  Personnel from audited entities may be unable to carry out their roles on
_ audit, and in some cases may be a significant risk. As part of our on-going site and/or be available to meet physically with our audit teams.
: risk assessment procedures, we need to think about other specific areas Likewise, our people may be unable to work at audited entity sites or to
Coronavirus and balances where Coronavirus might cause an issue and if this presents travel to our offices, thereby potentially affecting the performance,

an additional risk. This includes the specific considerations in relation to
the risks of having services in an affected area and supply chain issues in

Coronavirus 2

Co@mvilis & relation to items coming from these locations. In summary there may be

Our methodology a heightened risk of misstatement for:

Audit risks overview - The valuation and disclosure of investment assets

Management override of controls - Going concern assessment and disclosure

Valuation of investments - Risk disclosures

(unquoted and direct property .
investments) - Subsequent event disclosures

Pension liability valuation - As noted above, entities need to consider their reporting of principal
Valuation of investments (pooled risks and uncertainties and we then need to consider this detail as
investment) part of our ‘review and consider’ of the Pension Fund Annual Report, .

A ) in particular where we believe there are risks missing from the detail.
Contributions receivable

Matters requiring additional
consideration

Audit differences

Other reporting matters
Control environment
Audit report
Independence and fees

Appendices contents
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review and supervision of the engagement team, including that of
component or other auditors. We need to:

- Consider the impact on the audited entity

- Consider alternative ways of working including the use of our
technology tools

- Consider implications for the quality of audit evidence and reporting.

In undertaking audit work on the valuation of directly held properties,
auditors are able to dra